A Town of Paradise
Sponsored "HOME" Program

Mortgage Subsidy
For First-Time Buyers

Home Purchase
Program Guidelines

July 2010




MORTGAGE SUBSIDY PROGRAM GUIDELINES
Table of Contents

1.0. GENERAL
1.1.PROGRAM OUTREACH AND MARKETING
1.2.APPLICATION PROCESS AND SELECTION
1.3.THE HOME PURCHASE PROCESS
1.4.HOMEBUYER COSTS
1.5.HOMEBUYER EDUCATION
1.6.CONFLICT OF INTEREST REQUIREMENTS
1.7.NON-DISCRIMINATION REQUIREMENTS

2.0. APPLICANT QUALIFICATION
2.1.CURRENT INCOME LIMITS
2.2.INCOME QUALIFICATION CRITERIA
2.3.DEFINITION OF ELIGIBLE HOMEBUYER

3.0. HOUSINGUNIT ELIGIBILITY
3.1.LOCATION AND CHARTERISTICS
3.2.CONDITION
3.3.ANTI-DISPLACEMENT POLICY AND RELOCATION ASSISTANCE
3.4.PROPER NOTIFICATION AND DISCLOSURES

4.0. PURCHASEPRICELIMITS

5.0. THEPRIMARY LOAN
5.1 QUALIFYING RATIOS
5.2.INTEREST RATE
5.3.LOAN TERM
5.4.IMPOUND ACCOUNT

6.0. THEPROGRAMLOAN
6.1 MAXIMUM AMOUNT OF PROGRAM ASSISTANCE
6.2.NON-RECURRING CLOSING COSTS
6.3.AFFORDABILITY PARAMETERS FOR HOMEBUYERS
6.4.RATES AND TERMS FOR PROGRAM LOANS
6.5.LOAN TO VALUE RATIO

7.0. PROGRAMLOAN REPAYMENT
7.1.PAYMENTS ARE VOLUNTARY
7.2.RECEIVING LOAN PAYMENTS
7.3.DUE UPON SALE OR TRANSFER
7.4.LOAN SERVICING POLICIES AND PROCEDURES
HOME First Time Homebuyer Guidelines

J:\Business & Housing\HOUSING\Grants\HOME grants¥bB Grant 2009\HOME FTHB Guidelines 07-10
Page 2



8.0.

9.0.

10.0.

11.0.

12.0.

7.5.LOAN MONITORING PROCEDURES

PROGRAMLOAN PROCESSINGAND APPROVAL
8.1.COMPLETION OF UNDERWRITING AND APPROVAL OF PROGRAMOAN
8.2. PRIMARY AND PROGRAM LOAN DOCUMENT SIGNING

8.3. ESCROW PROCEDURES

SUBORDINATEFINANCING

EXCEPTIONSAND SPECIALCIRCUMSTANCES
10.1DEFINITION OF EXCEPTION

10.2PROCEDURES FOR EXCEPTIONAL CIRCUMSTANCES

SUBORDINATIONPOLICY

DISPUTERESOLUTIONAND APPEALSPROCEDURE

HOME First Time Homebuyer Guidelines
J:\Business & Housing\HOUSING\Grants\HOME grants¥bB Grant 2009\HOME FTHB Guidelines 07-10

Page 3



ATTACHMENT A:

ATTACHMENT B:

ATTACHMENT C:

ATTACHMENT D:

ATTACHMENT E:

ATTACHMENT F:

ATTACHMENT G:

ATTACHMENT H:

ATTACHMENT I

ATTACHMENT J:

TABLE OF CONTENTS (CONTINUED)
ATTACHMENTS

24CFRPARTS5ANNUAL INCOME INCLUSIONSAND
EXCLUSIONS

ANNUAL INCOME NET FAMILY ASSETINCLUSIONSAND
EXCLUSIONS

LOAN SERVICINGPOLICIESAND PROCEDURES
SELLER’'SLEAD-BASED PAINT DISCLOSURE

SAMPLEDISCLOSURESTO SELLERWITH VOLUNTARY,
ARM’S LENGTH, PURCHASEOFFER

INSTRUCTIONSTOHOMEBUYERS

LEAD-BASEDPAINT NOTICEOFPRESUMPTIONAND
HAZARD REDUCTIONFORM

STATECDBG’sAND HOME'’s CURRENTINCOME LIMITS

MAXIMUM PURCHASEPRICE/AFTER-REHABILITATION
VALUE LIMITS

HOMEPROGRAMSUBSIDY LIMITS PERUNIT —SECTION
221(d)(3)

HOME First Time Homebuyer Guidelines
J:\Business & Housing\HOUSING\Grants\HOME grants¥bB Grant 2009\HOME FTHB Guidelines 07-10

Page 4



MORTGAGE SUBSIDY PROGRAM GUIDELINES

1.0. GENERAL

The Town of Paradise, hereinafter referred to as“"8ponsor” has entered into a contractual
relationship with the California Department of Hmgsand Community Development (“‘HCD”)
to administer one or more HCD-funded homebuyer qanmg. The homebuyer program
described herein (the “Program”) is designed tovig® assistance to eligible homebuyers in
purchasing homes, also referred to herein as “hgusnits”, located within the Program’s
eligible area, as described in Section 3.0. Theyfaro provides this assistance in the form of
deferred payment “silent” second priority loans@ap” financing toward the purchase price and
closing costs of owner-occupied, affordable housings. The Program will be administered by
the Town of Paradise or its designee, (the “Prmog@perator”). (Note: Program Operator may
be the Sponsor, or may be a named contractor, tanswr subrecipient that has been approved
by the Sponsor.)

1.1. PROGRAM OUTREACH AND MARKETING

All outreach efforts will be conducted in accordarwith state and federal fair lendi’ A5
regulations to assure nondiscriminatory treatmeuatyeach and access to the PrograNp:

No person shall, on the grounds of age, ancesulgr,ccreed, physical or mental
disability or handicap, marital or familial statusedical condition, national origin, race,
religion, gender or sexual orientation be excludddnied benefits or subjected to
discrimination under the Program. The Sponsor alure that all persons, including
those qualified individuals with handicaps haveessco the Program.

materials. Fair housing marketing actions will li@sed upon a characterisfy A8
analysis comparison (census data may be used)eoPtbgram’s eligible area
compared to the ethnicity of the population serbgdthe Program (includes,
separately, all applications distributed and thoseeiving assistance) and an
explanation of any underserved segments of thelptpo. This information is
used to show that protected classes (age, genteigigy, race, and disability) are
not being excluded from the Program. Flyers oreptbutreach materials, in
English and any other language that is the prinlanguage of a significant
portion of the area residents, will be widely disited in the Program-eligible
area and will be provided to any local social sezvagencies. The Program may
sponsor homebuyer classes to help educate homsbalgeut the home buying
process and future responsibilities.

A. The Fair Housing Lender and Accessibility logedl be placed on all outreac<:

B. The Program Operator will work closely with theeal real estate and lending
community to explain the Program requirements fagitde housing units and
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homebuyers, and to review Program processes. keakbrs and primary lenders
will also be encouraged to have their customersqgyaaite in the Program.

C. Section 504 of the Rehabilitation Act of 1973Mpbits the exclusion of an
otherwise qualified individual, solely by reason dability, from participation
under any program receiving Federal funds. Themm Sponsor will take the
appropriate steps to ensure effective communicatein disabled housing
applicants, advocate groups, residents and merob#re public.

1.2. APPLICATION PROCESS AND SELECTION

An eligible property is any home, under the maxinsates price, in the incorporated area
of the Town of Paradise that meets or exceedsteall safety and local codes. Eligible
buyers will be qualified on a first-come first-sedv basis,generally according the
following schedule:

NOTE: Homeownership training will be offered byetfiown's consultant on a periodic
basis. All applicants will be counseled about theme buying process and the
responsibilities and benefits of home ownership.

A. Applicant(s) works with Town-certified lender of abe to obtain the primary
lender’s pre-qualification.

B. Applicant(s) applies for program funding at the Bess & Housing Services Dept.
and provides sufficient supporting documentatiomwii performs an in-house
income analysis to determine the homebuyer’s elityib A Letter of Eligibility is
sent to Applicant, with copy to Lender, along witrious documents which will need
Applicant’s completion and signature(s).

C. Once eligibility have been determined, Applicant{g)rks with Town-certified real
estate agent of choice to select home and entersipurchase contract, contingent
upon receiving loan approval by the Town. Agentaois signatures of both Buyer
and Seller on Town of Paradise disclosure staten@igiclosure to Seller with
Voluntary, Arm’s Length Purchase Offeand includes it as part of the purchase
agreement.

1.3. THE HOME PURCHASE/LOAN APPROVAL PROCESS

The following is a simplified example of how a pamg lender would analyze a
homebuyer’s finances to determine how much the hoyer could afford to borrow
from the primary lender.
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This example is based on a four person househakd wi
an annual gross income of $39,300 ($3,275 montiugme)

HOUSING PAYMENTS (PITD

Principal & Interest Payment $1892.00
Insurance 79.00
Taxes 157.00)
Total Housing Expense (PITI or "front end ratio’38% of $3,275) $1146.90
Total Housing Expense (PITI or "front end ratio'38% of $3,275) $1146.40

OTHER HOUSEHOLD DEBT SERVICE

Car Payment $200.00

Credit Card Payment $100.00

Total Other Debt $300.00
TOTAL OVERALL PAYMENTS

Housing $1,146.00

Other Debt Service 300.00]

Total Overall Payments (Overall debt or "back eattibt' is 44% of $3,275) $1,448.Q0

A $1,146 per month loan payment equates to borrowgn$189,000 at 6% for a 30 year term

SUBSIDY CALCULATION

Purchase price of property $220,000.0(
Less primary loan amount (first mortgage) (189,000.00
Less down payment of 2% (provided by homebuyer) luthed
Equals "GAP" 31,000.00
Plus estimated allowable settlement charges 3,500.00
TOTAL TOWN OF PARADISE SUBSIDY TO HOME BUYER $34,500.00

A. The Letter of Eligibility states the applicant's income and program radiod,the
applicant chooses a realtor to help him/her sedelsbme. Front end ratios 28-
35%* and back end ratio up to 45%* (*may increasthwompensating factors
and Town approval).

B. After the Letter of Eligibility has been received, the homebuyers conducts the
housing unit selection process. Prior to makingHar to purchase an eligible
housing unit (see Section 3.0), the homebuyer spaivide seller with a
disclosure containing the following provisions:
HOME First Time Homebuyer Guidelines
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1. Homebuyer has no power of eminent domain and, fitreewill not
acquire the property if negotiations fail to resalian amicable agreement
(Attachment E) and,

2. Homebuyer’s offer is an estimate of the fair mankaiue of the housing
unit, to be finally determined by a state licensggpraiser;

3. Since the purchase is voluntary, the seller is eigfible for relocation
payments or other relocation assistance;

4. The seller understands that the housing unit muasteither: owner-
occupied, newly constructed, vacant for at least d¥ys prior to
submission of the purchase offer, or being purah&sea renter currently
occupying the unit;

5. If the seller is not provided with a statement eamng the above cited
provisions prior to the purchase offer, the seflas the right to withdraw
from the agreement at such time this informatiopra/ided.

6. The housing unit is subject to inspection. All bimg units built prior to
January 1, 1978 require a lead paint disclosureetsigned by both the
homebuyer and Seller (Attachment D);

C. At this point, an escrow will be opened and thdtoeabegins scheduling the
required inspections and repairs.

D. Upon receipt of an accepted purchase agreemengenter will process their loan
and send their loan package to the Town of Paradise

E. Upon receipt of the first lender’'s loan package aeqglired inspections/repairs,
the Town will review the loan for compliance withogram guidelines and submit
a recommendation to the Town Manager, or his/hsigdee, for approval. The
Town of Paradise provides applicant with a decidedter. If the application is
denied, the applicant receives a copy of the ToinPapadise appeal procedures.

F. When escrow is ready to close, the Town of Paragi$send loan instructions to
the Title Company. The Town of Paradise shall amed as an additional loss
payee on fire, flood, and extended coverage inserdor the length of the loan
and in an amount sufficient to cover all encumbesnar full replacement cost of
the housing unit. Flood insurance is required Homes in the 100-year flood
zones, naming the Town as additional Loss Payeeach Hile will have
documentation of flood zone status.

G. The Town of Paradise submits loan documents tdittee Company.

HOME First Time Homebuyer Guidelines
J:\Business & Housing\HOUSING\Grants\HOME grants¥bB Grant 2009\HOME FTHB Guidelines 07-10
Page 8




1.4.

Escrow agent prepares both the primary loan andTthen of Paradise loan
documents for execution and returns them to TowRafdise for final review.
Upon final Town of Paradise approval, a Town of d&e check will be

delivered to the Title Company.

Escrow closes, and the documents are recordedthettCounty. The Town of

Paradise and the applicant receive copies of twded loan documents.

Applicants understand that the period of affordgbiper Section 8208 of the

State HOME Regulations establishes the followinggokeof affordability:

Amount of HOME Funds Provid:

Required Affordability Peric

Less Than $15,0( 5
$15,000- $40,00( 10
Over $40,00 15

The applicant also understands that no additi®f@ME assistance may b
provided during the period starting one year follgy the filing of the Project

Completion Report through the end of the afforbilgiperiod.

(&5

< B9

Town of Paradise sets up an annual monitorimgequiure to review recipient's

compliance with loan terms and conditions.

HOMEBUYER COSTS

A.

Eligible households must document that they hidneefunds necessary for their

amount of the down payment and closing costs asresfjby the Primary Lender

and the Town of Paradise.

Homebuyer funds shall be applied to the purchasee of the home in the

following order:

1. Down payment - Minimum Requirement: 2% of salesgf the home.
Note: This requirement applies regardless of thmamy lender’'s down

payment requirements.

2. To the extent possible, after satisfying the d@ayment, loan origination
fees; discount points customary to homebuyer apsosts; homebuyer’'s
customary portion of the escrow fees; title insaegnand impound

accounts for property taxes and insurance.

3. After items 1 and 2 above are satisfied, angraad of homebuyer funds
may be applied either to the purchase price oedoice the interest rate of
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the primary loan as necessary. NOTE: No tempdrdeyest buy-downs
are permitted.

C. If the items in B.2 cannot be satisfied with lmyer funds, the Town of
Paradise may provide Program loan assistance inugimaot to exceed the
remaining balance.

1.5. HOMEBUYER EDUCATION

Buying a home can be one of the most confusingcmdplicated transactions anyok A10
can make. By providing the future homebuyer witfoimative and relevant educatio

and training, we can bring success to the Town arfadise, the Program and, most
importantly, the homebuyer. It has been documettitadfirst-time homebuyers that have

had homebuyer education have the ability to hamgileblems that occur with
homeownership. All Program participants are regfuito attend a Town of Paradise-
approved homebuyer education class, consistent $i#ite Regulation 8207.1. The
homebuyer education class will cover such topicsthes following: preparing for
homeownership; available financing; credit analtydisan closing; homeownership
responsibilities; home maintenance; and loan seyic

1.6. CONFLICT OF INTEREST REQUIREMENTS <:
A3
st

When the Sponsor’s program contains Federal futh@sapplicable Conflict of Intere
requirements of 24 CFR Section 570.611 shall bievi@d for CDBG assistance, and
Section 92.356 of the HOME Final Ruse shall beofe##d for HOME assistance.

1.7. NON-DISCRIMINATION REQUIREMENTS

The Program is administered in accordance with Tegn's commitment to non-
discrimination and applicable Federal and StateuR¢igns. No person shall be excluded
from participation in, denied the benefit of, or §gbject to discrimination under any
program or activity funded in whole or in part witate/federal funds on the basis of his
or her religion or religious affiliation, age, raamlor, creed, gender, sexual orientation,
marital status, familial status (children), physiocamental disability, national origin, or
ancestry, or other arbitrary cause. Applicantsivgog assistance or accommodations to
complete the application process will be affordechsassistance/accommaodation.

2.0  APPLICANT QUALIFICATIONS
2.1. CURRENT INCOME LIMITS FOR THE AREA BY HOUSEHOL D SIZE

The Town of Paradise determines eligibility for HEMassistance by projecting
household’s income using the Part 5 (Section 8hotktfor income determination § A1
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described in HUD’s “Technical Guide for Determinifrgcome and Allowances for the
HOME Program, Third Edition (HUD-1780-CPD, Janu2aéps.)

All applicants must certify that they meet the hehudd income eligibility requirements
for the applicable HCD program(s) and have theudatold income documented and
verified. All applicants must have incomes at elol 80% of the County’s area median
income (AMI), adjusted for household size, as mi#d by HCD each year. See
Attachment H for current income limits for Butte @uy. The income limits in place at
the time of loan approval will apply when determig applicant income eligibility.

Determining Household Size The income limits are adjusted by househola,s}/ ag
therefore, one of the first steps in determiningikility is to determine the size of th
applicant household.

Some households may include persons who are netdmyrd as family members for the
purposes of determining household size and incdigibigty, including unborn children,
foster children, foster adults, live-in aides, @hddren of live-in aides.

These persons should not be counted as househattbeng when determining household
size, and their income, if any,netincluded when calculating annual income.

A child who is subject to a shared-custody agreenmewhich the child resides with the
household at least 50 percent of the time can beted in the household.

2.2. INCOME QUALIFICATION CRITERIA
A. ANNUAL PROJECTED INCOME

The Part 5 definition of annual income is the grassount of income of all adult
household members anticipated to be received dutiegcoming 12 month period.
HOME regulations require that, for determining ity for HOME assistance, you
must project a household’s income. To do so, apshot” of the household’'s current
circumstances is used to project a future incomassume that today’s circumstances
would continue for the next 12 months unless tiekerifiableevidence to the contrary.

Income includes wages, overtime, commissions, fegs and bonuses, interest,
dividends or income from personal property, welfassistance, alimony, child support
payments, etc. Income will be verified by reviewingd documenting tax returns, copies
of payroll receipts, subsidy checks, bank statememtd third party verification of
employment forms sent to employers. All documeamatshall be dated within six
months prior to loan closing and kept in the Homeews file and held in strict
confidence

See Attachment A: 24 CFR Part 5 Annual Income Inelsions and Exclusions
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B. ASSETS

There is no asset limitation for participation metProgram. Income from assets is,
however, recognized as part of annual income utidePart 5 definition. An asset is a

cash or non-cash item that can be converted ta ¢aghvalue of necessary items such as
furniture and automobiles are not included.

An asset’s cash value is the market value les®onedde expenses required to convert the
asset to cash, including: Penalties or fees fovedimg financial holdings and costs for
selling real property. The cash value (rather tienmarket value) of an item is counted
as an asset.

See Attachment B: Part 5 Annual Income Net Family Aset Inclusions and Exclusions
2.3. DEFINITION OF AN ELIGIBLE HOMEBUYER

An eligible homebuyer means an individual or indials or an individual and his or her
spouse who meets the income eligibility requiremmemtd is/are not currently on title to
real property. Persons may be on title of a martufad home unit, who are planning to
sell the unit as part of buying a home located eal property. Documentation of
homebuyer status will be required for all homebsyer

“First-time homebuyer” means an individual or indwals or an individual and his or her
spouse who have not owned a home during the tleaeperiod before the purchase of a
home with subsidy assistance, except that theviolig individual or individuals may not
be excluded from consideration as a first-time houmyer under this definition:

A. A displaced homemaker who, while a homemakenesl a home with his or her
spouse or resided in a home owned by the spousdgispfaced homemaker is an
adult who has not, within the preceding two yearstked on a full-time basis as
a member of the labor force for a consecutive 12timperiod and who has been
unemployed or underemployed, experienced difficuitypbtaining or upgrading
employment and worked primarily without remunenatio care for his or her
home and family;

B. A single parent who, while married, owned a homéhwiis or her spouse or
resided in a home owned by the spouse. A singlenpas an individual who is
unmarried or legally separated from a spouse asha or more minor children
for whom the individual has custody or joint custad is pregnant; or

C. An individual or individuals who owns or owned, aprincipal residence during
the three-year period before the purchase of a hweitreassistance, a dwelling
unit whose structure is:
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3.0.

3.1

3.2.

1. not permanently affixed to a permanent foundatimraccordance with
local or state regulations; or

2. not in compliance with state, local, or modelding codes and cannot be

brought into compliance with such codes for lesantithe cost of
constructing a permanent structure.

HOUSING UNIT ELIGIBILITY

LOCATION AND CHARACTERISTICS

A.

Housing units to be purchased must be locatetthinvithe eligible area. The
eligible area is described as follows: “Within faradise Town limits.”

Housing unit types eligible for the homebuyer pesgrare new or previously
owned: single-family attached or detached housesdaminiums, townhouses,
units in residential loft structures or manufacturemes in a common-interest
developments or on a single-family lot and placeédaopermanent foundation
system.

All housing units must be either: owner-occupigelwly constructed, vacant for at
least 90 days prior to submission of the purchdfa,r being purchased by a
renter currently occupying the unit.

All housing units must be in compliance with t8teand local codes and
ordinances.

Housing must be “modest”, so it may not exceeckd bedrooms and two
bathrooms unless there are documented extenuatmgnstances (e.g., it would
create an overcrowding situation, there is notasaaable inventory of homes of
this size, etc.) and the Loan Committee approvexteption request.

CONDITION

A.

Inspections and Determining Need for Repairs.

Once the participating homebuyer has executed ahpse agreement for a
housing unit not requiring participation in Sporsohousing rehabilitation

program, and prior to a commitment of Program funks following steps must
be taken for the housing unit to be eligible forghase under the Program:

1. The homebuyer is encouraged to obtain a completeehiospection at
their cost to determine the condition of items sastthe foundation, roof,
doors, windows, plumbing, etc. This will ensurattthe homebuyer will
not purchase a substandard home or a home needjog rapairs.

HOME First Time Homebuyer Guidelines
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2. If the housing unit was constructed prior to 19#& lead-based paint
requirements of Section 3.2.C will apply.

3. A pest inspection report, free of defects, willrequired for each housing
unit. Smoke detectors must be installed by selfeteere are none in
place. The Town of Paradise encourages each hgmelo secure a
homeowner’'s warranty policy as part of the purchaisa resale housing
unit.

4. The Town of Paradise Housing Coordinator wil): cbnfirm that the
housing unit is within the eligible area, 2) penfora Section 8 site
inspection to ensure that any health and safetg a=diciencies will be
corrected before funding, 3) review each proposmasimg unit to ensure
that all required inspections have been conduatedtiaat the homebuyer
is provided a list of deficiencies, and 4) ensina the housing unit meets
all eligibility criteria before funding.

After a home is purchased using this Program, sioche shall not be eligible for
the Sponsor’s housing rehabilitation program, if,afor the relevant period of
affordability (except a homebuyer may be assiste@ddguire a unit previously
assisted with HOME funds).

HOME First Time Homebuyer Guidelines
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C. Housing unit size shall be sufficient to meet tieeds of the homebuyer
household, without overcrowding. Generally, thisans not more than two
persons per bedroom or living room.

D. Lead Based Paint Hazardalil housing units built prior to 1978 are subjeatthe
requirements of this section. All pre-1978 homessimundergo a visua
assessment by a certified Lead-Based Paint (LBP3peictor/assessor.
Deteriorated paint must be stabilized using worfie saethods. Clearance must
be obtained after paint stabilization by a DHS ifted LBP Risk
Assessor/Inspector.

The following requirements must be met:

Notification: a) Prior to homebuyer’s obligation to purchaspre&1978 home/ aA2a
the Buyer will be given a copy of and asked to rékel EPA pamphletProtect

Your family From Lead in Your Homeg([EPA 747-K-94-001September 2001A

signed receipt of the pamphlet will be kept in 8gnsor's homebuyer file; b) A
notice to residents is required following a riskkessment/inspection using form
DHS 8551 and 8552, which is provided by the DHSHied Risk
Assessor/Inspector; ¢) a notice to residentsgaired following lead-based paint
mitigation work using Visual Assessment and Leaskeba Paint Notice of
Presumption and Hazard Reduction form, LBP — lta@tment G).

Disclosure: Prior to the homebuyer’s obligation to purchaseea]®78 housing
unit, the HUD disclosure (Attachment D), “Sellet’'sad-based Paint Disclosure”
notice must be provided by the seller to the horpebu

Inspections: The Inspector shall conduct a “Visual Assessmait™all th A2b
dwelling unit's painted surfaces in order to idgntdeteriorated paint. Al
deteriorated paint will be stabilized in accordamsth CFR 35.1330 (a) and (b),
and a Clearance shall be made in accordance wigh35FL340.

Mitigation: If stabilization is required, the contractor penfiing the mitigatio
work must use appropriately trained workers. Ptmrthe contractor starti
mitigation work the Program Operator shall obtampies of the contractor’s a
workers’ appropriate proof of LBP training, as apable to the job in order to
assure that only qualified contractors and worlanes allowed to perform the
mitigation. Costs associated with stabilizatiom e paid for by the Seller or
covered by a grant from the HOME program which, mwadded with the HOME
loan, cannot exceed the total subsidy limit ofttbene.

A2cC

3.3  ANTI-DISPLACEMENT POLICY

B2
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Only currently owner-occupied homes or homes tlaaehbeen vacant for 90 days prior
to the purchase agreement date are eligible ufmiermptogram. However, the current
tenant may purchase the home.

3.4. PROPER NOTIFICATION AND DISCLOSURES B6

A. Upon selection of a housing unit, a qualified sedled homebuyer must be give
the necessary disclosures for the Program. Thesbhoyer must read and sign all
Program disclosure forms. Any and all propertgldisures must be reviewed and
signed by the homebuyer and seller.

B. All owners who wish to sell their housing units mteceive an acquisition notice

(Attachment E) prior to submission of the homebisyeriginal offer. This notice
will be included in the contract and must be sighgall parties on title.

4.0. PURCHASE PRICE LIMITS

The property value at time of acquisition, to béedmined by the first lender’s appraiser durii B5
escrow, cannot exceed the maximum purchase pnts lfor this program. See Attachment .

5.0. THE PRIMARY LOAN

Prior to obtaining a loan from the Town of Paradi@gehomebuyer must provide evidence of
financing for the maximum amount the primary lendewilling to loan (the “primary loan”).
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5.1. QUALIFYING RATIOS

The front-end ratio shall be between 28% to 35%y(tm@ higher with compensating
factors and PRE-APPROVAL by the Town of Paradisk)front-end ratio is the
percentage of gross monthly income (before dedos)i@available for the cost of PITI
(loan principal and interest payment + propertyetax+ property insurance).The
minimum shall be 28%

The back-end ratio shall be up to 45% with compeémgdactorsand is the percentage of
a borrower’s gross monthly income that would cothex cost of PITI plus any other
monthly debt payments like car or personal loamsaadit card debt.

5.2. INTEREST RATE

The rate of interest of the primary loan shall beed (not an adjustable rate mortgage,
ARM). If “Risk Rates” are applied (an interest rétat reflects the primary lender’s loan
risk) each loan shall be evaluated by the Sponsaa oase by case basis. No negative
amortizations or interest only option loans arevaéd.

5.3. LOAN TERM

The primary loan shall be fully-amortized, havexad intered rate, and have a term “all
due and payable” in no fewer than 30 years. Tkhe#l not be a balloon payment due
before the maturity date of the Program loan.

5.4. IMPOUND ACCOUNT
All households are required to have impound aceofarttaxes and insurance.
6.0. THE PROGRAM LOAN

6.1. MAXIMUM AMOUNT OF PROGRAM ASSISTANCE

limited to the “gap” financing needed to purchalse home. Thenaximumamount is{ A7
$40,000.00. “Grants” for lead-based paint reductiativities shall be included in th
total amount of down payment assistance paid tchtmeowner but is not included in
the loan portion. (See Attachment J HOME Progrars&ly Limits Per Unit — Section
221 (d) (3)).

The amount of financial assistance to a homebuyeaid the purchase of a home{lk:

6.2. NON-ELIGIBLE COSTS
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Non-recurring costs such as escrow, closing anordaty fees, and title report and title
insurance, and title updates, may be included énRhogram loan. However, HOME
funds cannot be used for reoccurring closing costny costs paid-out-of-closing
(POCs), such as credit report fee, etc., will netibcluded as part of the 2% down
payment requirement.

6.3 AFFORDABILITY PARAMETERS FOR BUYERS

The actual amount of a buyer's Program subsidyl $felcomputed according to tK B8
housing ratio parameters specified in Section Fach borrower shall receive only th
subsidy needed to allow them to become homeowritrs Gap”) while keeping their
housing costs affordable. The primary lender wile the “front-end ratio” of housing-
expense-to-income to determining the amount ofpthmary loan and, ultimately, the
Program subsidy amount required, bridging the gapvéen the purchase price (less
down payment) and the amount of the primary loan.

6.4. RATE AND TERMS FOR PROGRAM LOANS

All Program assistance to individual householddldte made in a manner consistent
with the State HOME Regulations at Section 8203(b0d (2). All loans shall be in th
form of deferred payment (interest and principagn. The Program loan term shall b¢ A4
minimum of 30 years. No temporary interest ratg-thowns are permitted. The loa
must be fully amortized and have a fixed interesé that does not exceed the current
market rate, established by the 90-day “postedi¥idbr thirty-year fixed rate loans as
established by Fannie Mae plus 100 basis pointsis eans that loans that have an
“interest-only” period are not eligible, even ifehconvert to a fully amortized loan at
some point in the loan term at least as long aptimary loan. The interest rate of the
Program loan shall be 3% for ten years. After years there is no further interest
charged to the loan. At the end of twenty yedrshé homebuyer still occupies the
property as his/her principal residence, the istep@rtion of the loan is forgiven. The
original loan amount is required upon payoff. Afogram loan payments shall be
deferred because the borrowers will have theirymeat ability maximized under the
primary loan.

6.5. LOAN TO VALUE RATIO

The loan-to-value ratio, when combined with alletindebtedness to be secured by the
property, shall not exceed 100 percent of the gaies.
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7.0. PROGRAM LOAN REPAYMENT
7.1. PAYMENTS ARE VOLUNTARY

Borrowers may begin making voluntary payments ® Town of Paradise at any time,
upon notification to and approval of the Town ofdthse.

7.2. RECEIVING LOAN PAYMENTS

A. Program loan payments will be made to: Town ofaB@&e, 5555 Skyway,
Paradise, California 95969.

B. The Town of Paradiseill be the recipient of loan payments and will mtain a
financial record-keeping system to record paymesms file statements on
payment status. Payments shall be deposited @ualiated for in the Town of
Paradise Program Income Account, as required bp.HTChe Sponsor will accept
loan payments from borrowers prepaying deferrexbng, and from borrowers
making payments in full upon sale or transferhaf property. All loan payments
are payable to the Town of Paradise. The TowRavhdise may, at its discretion,
enter into an agreement with a third party to emlland distribute payments
and/or complete all loan servicing aspects ofRtagram.

7.3. DUE UPON SALE OR TRANSFER/RECAPTURE RESTRICTIONS
A. Loans are due upon sale or transfer of titlevben borrower no longer occup 87

the home as his/her principal residence or uporiodwe maturity date. If the loa
is repaid before the period of affordability andlaoger is the principal residence
of the buyer, any funds received by the Town acaptired and are processed in
accordance with State HOME regulations regardingggam recapture funds.
The loan will be in default if the borrower fail® tmaintain required hazard
insurance or fails to pay property taxes. SeechAtteent C on loan defaults for
further information on property restrictions.

B. Program loans are not assumable.
7.4. LOAN SERVICING POLICIES AND PROCEDURES

See Attachment C for local loan servicing policgéesl procedures. While the attached
policy outlines a system that can accommodatesssdhat restricts borrower repayment
ability, it does not negate the applicant’s resgulity to repay the Town of Paradise

loan. All available means to ensure the repayméatdelinquent loan as outlined in the
Loan Servicing Policies and Procedures will be peds
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7.5.

8.0.

LOAN MONITORING PROCEDURES

Town of Paradise will monitor borrowers and theduking units to ensure adherenc
Program requirements including, but not limitedtbe following:

A

B
C
D
E

. Owner-occupancy

. Property tax payment

. Hazard insurance coverage

. Good standing on Primary loans
. General upkeep of housing units

PROGRAM LOAN PROCESSING AND APPROVAL

A.

Loan Processing

All homebuyers or their representatives will beyided an eligibility packet with
all the necessary forms, disclosures, informatand application. They should
submit a complete application packet with all trevih of Paradise Program loan
documents executed as well as all the informatiomfthe Primary Lender. The
Primary Lender should submit: 1) accepted propsatgs contract with proper
seller notification; 2) mortgage application witloagl faith estimates and first
mortgage disclosures; 3) full mortgage credit repord rent verification; 4)
current third party income verifications and vediions of assets; 5)
homeownership education certificate.  Staff wilbriw with local lenders to
ensure qualified participants receive only the fiefiom the Town's Program
needed to purchase the housing unit and that lgedrbunds will be used when
possible, for example in many cases the primargidemill not require mortgage
insurance with the Sponsor’s second in place whidlhsave on the homebuyer’s
monthly payment.

Credit worthiness

Qualifying ratios are a guideline in determiningpatential borrower’s credit-
worthiness. Many factors such as credit histonypant of down payment, and
size of loan will influence the decision to appraralisapprove a particular loan.
The borrower’s credit history will be reviewed bhetTown and documentation
of such maintained in the loan file. The Town afdlise may elect to obtain a
credit report or rely on a current copy obtainedh®sy/primary lender.

Documents from Primary Lender

After initial review of the qualified homebuyer'p@ication packet, the Town of
Paradise will request any additional documents egedDocuments may be
faxed but originals shall be received through tteel inefore Program funds are
committed to escrow. Based on receipt and rewkthe final documents, the
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Town of Paradise will complete an income certifimat(using most recent HCD
program’s guidance on income calculation and detextion), and homebuyer
certification (review of credit report and incomaxés). Documentation of
affordability will then be verified and subsidy tecement determined.

D. Disclosure of Program and Loan Information tantébuyers

The Program’s application and disclosure forms @iona summary of the loan
qualifications of the borrower with and without Bram assistance. Housing
ratios with and without Program assistance are algbned in these guidelines.
Information on the Program’s application will becdmented with third party
verifications in the file. For example, the satemtact will provide the final
purchase price and outline how much of the closiogts are to be paid by the
seller, etc. The appraisal, termite and title repuall provide information to
substantiate the information in the sales conteatd guide the construction
inspection. The Program loan application will pde/current debt and housing
information and will be documented by the credipae and income/asset
verifications. The Primary Lender’'s approval leteerd estimated closing cost
statement should reflect all the information in than package and show any
contingencies of loan funding. Reviewing the Pryrizender’s loan underwriting
documentation will provide basic information abdie qualification of the
applicant and substantiate the affordability predidoy the Program loan. By
reviewing and crosschecking all the Primary Lendsformation, the final
Program loan amount approved will fall within tHéoedability parameters of the
Program.

8.1. COMPLETION OF UNDERWRITING AND APPROVAL OF PRO GRAM LOAN
Once the loan approval package has been compl&ied,own of Paradise will review
the request and may approve it with or without ¢omas. Upon approval, a final closing
date for escrow is set and Program funds are smtdéssthe homebuyer.

8.2.  PRIMARY AND PROGRAM LOAN DOCUMENT SIGNING

The homebuyer(s) sign the Promissory Note, De€lfwdt, and statutory lending notices
(Right of Rescission, Truth in Lending, etcetefid)e Deed of Trust is recorded with the
County Clerk/Recorder at the same time, and theu&s(s) for Copy of Notice of
Default is also recorded with the County Clerk/Reeo.

8.3 ESCROW PROCEDURES

The escrow/title company shall review the escrastrirctions provided by the Town and
shall issue a California Land Title Association (&) and the American Land Title
Association (ALTA) after closing. The CLTA poliag issued to the homebuyer and
protects them against failure of title based onlipulecords and against such unrecorded
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risks as forgery of a deed. The ALTA is issuedetwh lender providing additional
coverage for the physical aspects of the propertyell as the homebuyer’s title failure.
These aspects include anything which can be datednonly by physical inspection,
such as correct survey lines; encroachments; meshaens; mining claims and water
rights. The Town instructs the escrow/title compamthe escrow instructions as to what
may show on the policy; the amount of insurancetlan policy (all liens should be
covered) and the loss payee (each lender shoulidtbd as a loss payee and receive an
original ALTA).

9.0. SUBORDINATE FINANCING

With today’s housing costs, in order for a low-in@ household to obtain a home,
several funding sources might be required. Subatdiloans may be used to cover
mortgage subsidy costs that exceed the Programmmyaxiloan amount. All subordinate

liens must have the payments deferred and the teust be for at least as long as the
term of the Program loan.

10.0. EXCEPTIONS AND SPECIAL CIRCUMSTANCES
10.1. DEFINITION OF EXCEPTION

An exception is any case in which a standard poticyprocedure, as stated in the
guidelines, does not apply, or in any case in whichapplicant treated differently from
others of the same class.

10.2. PROCEDURE FOR EXCEPTIONAL CIRCUMSTANCES

A. The Town of Paradise or its agent may initiad@sideration of an exception and
prepare a report. This report shall contain aatae, including the Town of
Paradise's recommended course of action and aftenvior verbal information
supplied by the applicant.

B. The Town of Paradise shall make a determinatiothefexception. The request
can be presented to the Town of Paradise’s loamttiee and/or governing body
for a decision.

11.0. SUBORDINATION POLICY

In order for the Town of Paradise to subordinatany first trust deed loan, the primary loan
must have a fixed interest rate, fodly amortized, and provided by a bank, savingd &an,
mortgage banker, or other institutional lender. Negative amortization financing will be
permitted and no balloon payments will be allow&tis subordination process will only be
permitted under the following circumstances:
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To reduce the interest rate and/or term of the tiiust loan;

To pay off documented and verified medical costsiired by members of the subject
household; or

To pay off documented and verified costs of conguletapital improvements on
subject property.

Neither debt consolidation nor cash-out to the Homreer are permitted. The newly financed
first trust deed and the Town’s second trust degshct exceed a 90% loan to value ratio.

12.0 DISPUTE RESOLUTION AND APPEALS PROCEDURE

Any applicant denied assistance has the right pealp The appeal must be made in writing to
the Town of Paradise. The Town has 30 days t@vette appeal, seek recommendations from
the loan committee, or if none, the Town of Pardigioverning body, and respond in writing
to the applicant.
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ATTACHMENT A
24 CFR Part 5 ANNUAL INCOME INCLUSIONS AND EXCLUSIO NS

Part 5 Inclusions

This table presents the Part 5 income inclusions asated in the Code of Federal Regulations
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ATTACHMENT B

PART 5 ANNUAL INCOME NET FAMILY ASSET INCLUSIONS AN D

EXCLUSIONS

This table presents the Part 5 asset inclusions and exclusions as stated in the Code of Federal Regulations. Statements
from 24 CFR Part 5 - April 1, 1998

Inclusions

1. Cash held in savings accounts, checking accounts, safe deposit boxes, homes, etc. For savings accounts, use
the current balance. For checking accounts, use the average 6-month balance.

2. Cash value of revocable trusts available to the applicant.

3. Equity in rental property or other capital investments. Equity is the estimated current market value of the asset
less the unpaid balance on all loans secured by the asset and all reasonable costs (e.g., broker fees) that would
be incurred in selling the asset. Under HOME, equity in the family's primary residence is not considered in the
calculation of assets for owner-occupied rehabilitation projects.

4. Cash value of stocks, bonds, Treasury bills, certificates of deposit and money market accounts.

5. Individual retirement and Keogh accounts (even though withdrawal would result in a penalty).

6. Retirement and pension funds.

7. Cash value of life insurance policies available to the individual before death (e.g., surrender value of a whole life
or universal life policy).

8. Personal property held as an investment such as gems, jewelry, coin collections, antique cars, etc.

9. Lump sum or one-time receipts, such as inheritances, capital gains, lottery winnings, victim's restitution,

insurance settlements and other amounts not intended as periodic payments.

10. Mortgages or deeds of trust held by an applicant.

Exclusions

1. Necessary personal property, except as noted in number 8 of Inclusions, such as clothing, furniture, cars and
vehicles specially equipped for persons with disabilities.

2. Interest in Indian trust lands.

3. Assets not effectively owned by the applicant. That is, when assets are held in an individual's name, but the
assets and any income they earn accrue to the benefit of someone else who is not a member of the household
and that other person is responsible for income taxes incurred on income generated by the asset.

4. Equity in cooperatives in which the family lives.

5. Assets not accessible to and that provide no income for the applicant.

6. Term life insurance policies (i.e., where there is no cash value).

7. Assets that are part of an active business. "Business" does not include rental of properties that are held as an

investment and not a main occupation.
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Attachment C

LOAN SERVICING POLICIES AND PROCEDURES
FOR The Town of Paradise

The Town of Paradise, here after called “Lendes &dopted these policies and procedures in order to
preserve its financial interest in properties, vehitBorrowers” have been assisted with public funds.
The Lender will to the greatest extent possiblefelthese policies and procedures but each lodn wil
be evaluated and handled on a case-by-case Bdms ender has formulated this document to comply
with state and federal regulations regarding tleeaighese public funds and any property restmstjo
which are associated with them.

The policies and procedures are broken down iregddtiow areas: 1) making required monthly
payments or voluntary payments on a loan’s prin@pd interest; 2) required payment of property
taxes and insurance; 3) required Request for Nofi€efault on all second mortgages; 4) loans with
annual occupancy restrictions and certificationsefired noticing and limitations on any changes i
title or use of property; 6) required noticing gdcess for requesting a subordination during a
refinance; 7) processing of foreclosure in casgeféult on the loan.

1. Loan Repayments:

The Lender will collect monthly payments from thdserowers who are obligated to do so under
Notes, which are amortized promissory notes. fexte will be charged for payments received after
the assigned monthly date.

For Notes, which are deferred payment loans; tmeleemay accept voluntary payments on the loan.
Loan payments will be credited to the interest frsd then to principal. The borrower may repay th
loan balance at any time with no penalty.

2. Payment of Property Taxes and Insurance:

As part of keeping the loan from going into defabtirrower must maintain property insurance
coverage naming the Lender as loss payee in fastipn or additional insured if the loan is a jni
lien. If borrower fails to maintain the necessagurance, the Lender may take out forced place
insurance to cover the property while the Borropugis a new insurance policy in place. All costs fo
installing the necessary insurance will be addatiédoan balance at time of installation of Boreols
new insurance.

When a property is located in a 100 year floodmpldie Borrower will be required to carry the
necessary flood insurance, naming the Town asiaddltinsured. A certificate of insurance for ftb
and for standard property insurance will be reguatclose of escrow. The lender may verify the
insurance on an annual basis. The project fileasihtain documentation of flood zone status.

Property taxes must be kept current during the tdrthe loan. If the Borrower fails to maintain
payment of property taxes then the lender may Ipayaxes current and add the balance of the tax
payment plus any penalties to the balance of the.I&Wherever possible, the Lender encourages
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Borrower to have impound accounts set up with thest mortgagee wherein they pay their taxes and
insurance as part of their monthly mortgage payment

3. Required Request for Notice of Default:

When the Borrower’s loan is in second position bdhan existing first mortgage, it is the Lender's
policy to prepare and record a "Request for NaticBefault” for each senior lien in front of Lender
loan. This document requires any senior lien hdideed in the notice to notify the lender of iation

of a foreclosure action. The Lender will then hawee to contact the Borrower and assist them in
bringing the first loan current. The Lender caspahonitor the foreclosure process and go throngh t
necessary analysis to determine if the loan cam&ee whole or preserved. When the Lender is in a
third position and receives notification of forezlioe from only one senior lien holder, it is inithzest
interest to contact any other senior lien holdegarding the status of their loans.

4. Annual Occupancy Restrictions and Certifications:

Homeowners are required, on an annual basis, tyceurrent occupancy from a third-party source,
such as a recent utility bill, financial statemdetjeral/state/local documents, or medical billenN
compliance constitutes default.

5. Requests for Subordinations:

Conditional subordination will be consistent wiletTown’s current policy.

When a Borrower wishes to refinance the propehgy tmust request a subordination request to the
Lender. The Lender will only subordinate theirdoahen there is no “cash out” as part of the
refinance. Cash out means there are no additwraiges on the transaction above loan and escrow
closing fees. There can be no third party debt qgfés/ or additional encumbrance on the property
above traditional refinance transaction costs. fbordinations will be subject to the Town of
Paradise Subordination Policy.

Upon receiving the proper documentation from tHmaace lender, the request will be considered by
the Program Operator for review and approval. Ugpproval, the escrow company will provide the
proper subordination document for execution andngation by the Lender.

6. Process for Loan Foreclosure:

Upon any condition of loan default: 1) non payméhtjack of insurance or property tax payment; 3)
violation of rent limitation agreement; 4) changetitle or use without approval; 5) default on eni
loans, the Lender will send out a letter to therBaer notifying them of the default situation. tife
default situation continues then the Lender mant atéormal process of foreclosure.

When a senior lien holder starts a foreclosure gg®@and the Lender is notified via a Request for
Notice of Default, the Lender, who is the juni@riholder, may cancel the foreclosure proceediggs b

“reinstating” the senior lien holder. The reinstaént amount or payoff amount must be obtained by
contacting the senior lien holder. This amount wmitlude all delinquent payments, late charges and
fees to date. Lender must confer with Borrowedétermine if, upon paying the senior lien holder

HOME First Time Homebuyer Guidelines

J:\Business & Housing\HOUSING\Grants\HOME grantsWB Grant 2009\HOME FTHB Guidelines 07-10
Page 30



current, the Borrower can provide future paymenfsthis is the case then the Lender may cure the
foreclosure and add the costs to the balance olfotdre with a Notice of Additional Advance on the
existing note.

If the Lender determines, based on information len reinstatement amount and status of borrower,
that bringing the loan current will not preserve tban, then staff must determine if it is coseefiive
to protect their position by paying off the senien holder in total and restructure the debt stz
the unit is made affordable to the Borrower. k& ttender does not have sufficient funds to pay the
senior lien holder in full, then they may choosectoe the senior lien holder and foreclose on the
property them selves. As long as there is suffici@lue in the property, the Lender can afforghagy
for the foreclosure process and pay off the sdigarholder and retain some or all of their investn

If the Lender decides to reinstate, the senior tielder will accept the amount to reinstate thelop
until five (5) days prior to the set "foreclosuresdate.” This "foreclosure sale date" usuallguos
about four (4) to six (6) months from the date etarding of the "Notice of Default." If the Lender
fails to reinstate the senior lien holder befoxe f{5) days prior to the foreclosure sale date straor
lien holder would then require a full pay off ofetbbalance, plus costs, to cancel foreclosurehdf t
Lender determines the reinstatement and maintenahtee property not to be cost effective and
allows the senior lien holder to complete forectesuhe Lender's lien may be eliminated due to
insufficient sales proceeds.

Lender as Senior Lien holder

When the Lender is first position as a senior hefder, active collection efforts will begin on aloan
that is 31 or more days in arrears. Attempts @l made to assist the homeowner in bringing and
keeping the loan current. These attempts willdreeyed in an increasingly urgent manner until loan
payments have reached 90 days in arrears, at whigh the Lender may consider foreclosure.
Lender’s staff will consider the following factdogfore initiating foreclosure:

1) Can the loan be cured and can the rates ands tbemadjusted to allow for affordable
payments such that foreclosure is not necessary?

2) Can the Borrower refinance with a private leraled pay off the Lender?
3) Can the Borrower sell the property and pay luéf tender?

4) Does the balance warrant foreclosure? (If thkarze is under $5,000, the expense to
foreclose may not be worth pursuing.)

5) Will the sales price of home "as is" cover thmgpal balance owing, necessary advances,
(maintain fire insurance, maintain or bring currdetinquent property taxes, monthly yard
maintenance, periodic inspections of property tevent vandalism, etc.) foreclosure, and
marketing costs?

If the balance is substantial and all of the abi@ators have been considered, the Lender may opt to
initiate foreclosure. The Borrower must receive, dertified mail, a thirty-day notification of
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foreclosure initiation. This notification must Inde the exact amount of funds to be remitted & th
Lender to prevent foreclosure (such as, fundsitgta delinquent BMIR current or pay off a DPL).

At the end of thirty days, the Lender should contaaeputable foreclosure service or local title
company to prepare and record foreclosure docummmismake all necessary notifications to the
owner and junior lien holders. The service wilvisé the Lender of all required documentation to
initiate foreclosure (Note and Deed of Trust uggadind funds required from the owner to cancel

foreclosure proceedings. The service will keeplitweder informed of the progress of the foreclosure
proceedings.

When the process is completed, and the property'reasrted to the beneficiary" at the foreclosure
sale, the Lender could sell the home themselvesrumttiomebuyer program or use it for an affordable
rental property managed by a local housing authorituse it for transitional housing facility orhetr
eligible use. The Lender could contract with aalaeal estate broker to list and sell the homes®l
those funds for program income eligible uses.
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Attachment D

Sellers Lead-Based Paint Disclosure

Disclosure of Information on Lead-Based Paint and/oLead-Based Paint Hazards
Lead Warning Statement

Every purchaser of any interest in residential peaperty on which a residential dwelling was built
prior to 1978 is notified that such property maggant exposure to lead from lead-based paint thgt m
place young children at risk of developing leadspaing. Lead poisoning in young children may
produce permanent neurological damage, includiagnleg disabilities, reduced intelligence quotient,
behavioral problems, and impaired memory. Lead@uing also poses a particular risk to pregnant
women. The seller of any interest in residengal property is required to provide the buyer vaitty
information on lead-based paint hazards from redeasments or inspections in the seller's possessio
and notify the buyer of any known lead-based pa@ziards. A risk assessment or inspection for
possible lead-based paint hazards is recommendad@purchase.

Seller’s Disclosure

(a) Presence of lead-based paint and/or lead-lpmsetihazards (check (i) or (ii) below):
() ___ Known lead-based paint and/or lead-basgot hazards are present in the housing
(explain).
(i)__ Seller has no knowledge of lead-basedtpaid/or lead-based paint hazards in the
housing.

(b) Records and reports available to the sellezdkli) or (ii) below):
(i) ___ Seller has provided the purchaser witlaahilable records and reports pertaining to
Lead-based paint and/or lead-based paint hazattie ihousing (list documents below).

(i) Seller has no reports or records pem@ro lead-based paint and/or lead-based
paint hazards in the housing.

Purchaser’'s Acknowledgment(initial)

(c)___ Purchaser has received copies of all infaondisted above.
(d)__ Purchaser has received the pamphlet PrétectFamily from Lead in Your Home.
(e)___ Purchaser has (check (i) or (ii) below):

0] received a 10-day opportunity (or mutpaljreed upon period) to conduct a risk

assessment or inspection for the presence of lasedpaint and/or lead-based paint hazards; or

Agent’s Acknowledgment(initial)
() Agent has informed the seller of the s&dlebligations under 42 U.S.C. 4852d and is aware
of his/her responsibility to ensure compliance.
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Certification of Accuracy

The following parties have reviewed the informatayove and certify, to the best of their knowledge,
that the information they have provided is true aodurate.

Seller Date Seller Date
Purchaser Date Purchaser Date
Agent Date Agent at®
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Attachment E
Disclosure to Seller with Voluntary, Arm's Length, Purchase Offer

DECLARATION

This is to inform you that (name of buyers) would like to purchase the property, located at
(address) , If a satisfactory agreement can be reached. é/prapared to pay
$ for a clear title to the propertyarmzbnditions described in the attached proposed

contract of sale.

Because Federal funds may be used in the purdhaseyer, we are required to disclose to you the
following information:

1. The sale is voluntary. If you do not wish to s#ik buyer, , thru
the agency, (name of agency/Sponsor) will not acquire your property.
The buyer does not have the power of eminent dotoaacquire your property by
condemnation (i.e. eminent domain) and the agepoyrSor

will not use olne=pof eminent domain to

acquire the property.
2. The estimated fair market value of the propery is and was estimated by
, to bigyfaetermined by a

professional appraiser prior to close of escrow.

Since the purchase would be a voluntary, arms eiginsaction you would not be eligible for
relocation payments or other relocation assistander the Uniform Relocation Assistance and
Real Property Acquisition Policies Act of 1970 (URAr any other law or regulation. Also, as
indicated in the contract of sale, this offer isdm@an the condition that no tenant will be
permitted to occupy the property before the satmmpleted.

Again, please understand that if you do not wisketibyour property, we will take no further
action to acquire it. If you are willing to sele property under the conditions described in the
attached contract of sale, please sign the cordratteturn it to us at:

f you have any questions about
this matter, please contact at

Sincerely,

Title

Buyer Date

Buyer Date

Form continues on next page with Seller's Acknowglaént
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Disclosure to Seller with Voluntary, Arm's Length Rurchase Offer (Page 2)
Acknowledgement

As the Seller I/'we understand that the (affiliataord title of inspector) will inspect
the property for health and safety deficiencidae lalso understand that public funds may be ire@lv
in this transaction and, as such, if the propery Wuilt before 1978, a lead-based paint disclosure
must be signed by both the buyer and seller, aaidatVisual Assessment will be conducted to
determine the presence of deteriorated paint.

As the Seller, I/'we understand that under the (€iy County’s)program, the property must be
currently owner-occupied, vacant for at least 9sds the time of submission of purchase offer, new
(never occupied), or renter purchasing the umte hereby certify that the property is:

[ ] Vacant at least 90 days;] Owner-occupied] | New; or ] Being Purchased by Occupant

I/we hereby certify that | have read and understatids “Declaration” and [ ] a copy of said
Notice was given to me prior to the offer to purcd®e If received after presentation of the purchase
offer, I/We choosé_] to withdraw or[_] not to withdraw, from the Purchase Agreement.

Seller Date

Seller Date
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Attachment F
Town of Paradise
INSTRUCTIONS TO HOMEBUYER

1. Applicant(s) works with Town-certified lender of choice to obtain the primary lender’s pre-
qualification.

2. Applicant(s) works with Town-certified real estate agent to select home.

3. Applicant selects home and enters into a purchase contract, contingent upon receiving
Town program loan approval. Agent obtains signatures of both Buyer and Seller on Town
of Paradise disclosure statement (Disclosure to Seller with Voluntary, Arm’s Length
Purchase Offer) and includes it as part of the purchase agreement.

4.  Lender provides Town of Paradise with a copy of:

Residential loan application

Credit report

Verified income documentation: 3 months pay stubs + 3" party verification from all
employers.

Asset documentation: 3 months bank statements (checking and savings); Statements
from all cash or market assets (CD’s, IRA’s, Stocks, etc.).

Income Tax Statements + W-2's for the 3 most previous years. Forms must be signed
by Applicant(s).

Proof of personal funds for participation in program, including gift letter, when
applicable.

Breakdown of closing costs

Homebuyer's Workshop Certificate of Achievement

5.  Town establishes income eligibility and reviews and approves Lender’s loan packet.

6. A Letter of Eligibility is sent to Applicant, with copy to Lender, along with the following
documents which will need Applicant’s completion and signature(s).

Race and Ethnic Data Reporting Form
State of California Fair Lending Notice
Lead Base Paint booklet and Receipt for same

Town staff addresses any consultation items with Applicant.
7. Real estate agent provides Town with a copy of:
Real estate sales contract and any subsequent addendums

Structural pest control report and clearance.
Lead based paint inspection report and clearance for homes older than 1978.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Town’s Disclosure Statement (Disclosure to Seller with Voluntary, Arm’s Length
Purchase Offer) signed off by both Buyer and Seller

Escrow officer provides Town with a copy of:
Preliminary Title Report

Town reviews paperwork to determine program eligibility and financing affordability for
participant, etc.

Lender provides to Town copy of:

Appraisal with photos, supporting sales price.
Town staff inspects home to meet program compliance. Notice of any deficiencies/
needed corrections are given to participant’s real estate agent, with recommended course

of action.

Approval letter is issued to first Lender indicating any outstanding conditions for approval
or funding.

Lender provides the Town with copies of:

Typed Loan Application (Fannie Mae #1003) signed by Buyer
Underwriting/Loan approval document signed by Lender

Escrow officer provides the Town with copy of:

Preliminary HUD-1 Settlement Statement.
Town prepares loan document packet consisting of Deed of Trust, Promissory Note,
Notice of Default and Truth in Lending Statement and submits packet for loan approval.
Once approved, this packet, along with other required forms (Race and Ethnic Data
Reporting Form, Fair Lending Notice, and the Lead Based Paint Booklet and sign off
sheet), are delivered to Escrow Officer.
Check is ordered by Town for funding of loan.
Documents are signed by Applicant(s) in escrow office and original documents, as well as
copies of documents to be recorded, are returned to Town, along with evidence of
Homeowner’s insurance.

Upon final review and approval of packet, Town releases funds to escrow.

Escrow records all applicable legal documents and provides Town with final closing
Statement (HUD-1), and Final Title Insurance Policy. Town closes out the loan file.
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Attachment G
Lead-Based Paint
Visual Assessment, Notice of Presumption, and HazhReduction Form

Section 1: Background Information

Property Address: | No LBP found or LBP exempt

Select one: | Visual Assessment | Presumption | Hazard Reduction

Section 2: Visual Assessmentill out Sections 1, 2, and 6. If paint stabilipatis performed, also fill out
Sections 4 and 5 after the work is completed.

Visual Assessment Date: Report Date:

Check if no deteriorated paint found

Attachment A: Summary where deteriorated paintfeaad. For multi-family housing, list at leaseth
housing unit numbers and common areas and buitthngponents (including type of room or space, aed th
material underneath the paint).

Section 3: Notice of Presumption.Fill out Sections 1, 3, 5, and 6. Provide to gamnt w/in 15 days of
presumption.

Date of Presumption Notice:

Lead-based paint is presumed to be preseand/or Lead-based paimhzardsare presumed to be present

Attachment B: Summary of Presumption: For mudtifly housing, list at least the housing unit nurstend
common areas, bare soil locations, dust-lead lmcatind or building components (including typeadm or
space, and the materials underneath the paingadflbased paint and/or hazards presumed to benprese

Section 4: Notice of Lead-Based Paint Hazard Redtion Activity. Fill out Sections 1, 4, 5, and 6. Provi
to occupant w/in 15 days of after work completed.

Date of Hazard Reduction Notice:

Initial Hazard Reduction Notice? Yes No Start & Completion Dates:

If “No”, dates of previous Hazard Reduction ActwNlotices:

Attachment C: Activity locations and types. Faultafamily housing, list at least the housing umitmbers
and common areas (for multifamily housing), banélsoations, dust—lead locations, and/or building
components (including type of room or space, aedhhaterial underneath the paint), and the typésaof
based paint hazard reduction activities perforntédealocation listed.

Attachment D: Location of building components wihd-based paint remainingthe rooms, spaces or are
where activities were conducted.

Attachment E: Attach clearance report(s), usingSdbrm 8552 (and 8551 for abatement activities)

Section 5: Resident Receipt of Notice for Presumiph or Lead-Based Paint Hazard Reduction Activity

Printed Name: Signature: Date:

Section 6: Contact Information Organization:

Contact Name: Contact Signature:

Date: Address: Phone:
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Attachment H
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Attachment |
2009 HOME Program

Maximum Purchase Price/After-Rehabilitation Value Limits

One- Two- Three- Four Last

Family Family Family Family Revised
Alpine County 382,375 489,523 591,718 735,361 | 4/3/2009
Amador County 337,250 385,200 468,000 540,00@/3/2009
Butte County 304,000 342,400 416,000 480,000 | 4/3/2009
Calaveras County 362,790 418,350 508,300 593,7[74/3/2009
Colusa County 302,100 340,260 413,400 477,000 | 4/3/2009
Del Norte County 236,550 266,430 323,700 383,93 4/3/2009
El Dorado County 391,638 501,381 606,052 753,174 | 4/3/2009
Fresno County 289,750 326,350 396,500 457,50@/3/2009
Glenn County 218,000 256,248 309,744 384,936 | 4/3/2009
Humboldt County 299,250 346,618 418,981 520,691/3/2009
Imperial County 234,650 267,565 323,424 401,937 | 4/3/2009
Inyo County 362,790 411,950 500,50( 585,0924/3/2009
Kern County 280,250 315,650 383,500 442 500 | 4/3/2009
Kings County 237,360 267,342 324,808 395,999/3/2009
Lake County 304,950 343,470 417,300 481,500 | 4/3/2009
Lassen County 216,600 256,248 309,744 384,938/3/2009
Los Angeles County 451,250 577,697 698,301 867,818 | 4/3/2009
Madera County 323,000 363,800 442,000 510,00@/3/2009
Mariposa County 312,895 353,100 429,000 511,556 | 4/3/2009
Mendocino County 362,790 428,000 520,000 60dD,004/3/2009
Merced County 358,383 403,653 490,419 565,869 | 4/3/2009
Modoc County 200,160 256,248 309,744 384,9364/3/2008
Mono County 437,000 559,454 676,250 840,413 | 4/3/2009
Monterey County 399,000 510,806 617,445 767,333/3/2009
Napa County 489,250 626,346 757,106 940,897 | 4/3/2009
Nevada County 394,250 504,725 610,095 758,194/3/2009
Orange County 560,500 717,561 867,364 1,077,921 | 4/3/2009
Placer County 362,790 456,077 551,290 685,119/3/2009
Plumas County 311,600 355,740 430,007 534,393 | 4/3/2009
Riverside County 362,790 426,900 518,700 598,50 4/3/2009
Sacramento County 362,790 446,190 542,100 625,500 | 4/3/2009
San Benito County 368,838 472,192 570,769 219,3| 4/3/2009
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Attachment J

HOME PROGRAM

HOME PROGRAM SUBSIDY LIMITS PER UNIT — SECTION 221( d) (3)(All limits are

effective 4/15/09 except those highlighted, whichieaeffective 1/1/09)

COUNTY NAME O-BDR 1-BDR 2-BDR 3-BDR 4-BDR

Alameda $137,969 $158,158 $192,320 $248,798 $273,105
Alpine $133,212 $152,704 $185,688 $240,219 $263,687
Amador $133,212 $152,704 $185,688 $240,219 $263,687
Butte $128,454 $147,250 $179,056 $231,639 $254,270
Calaveras $126,340 $144,826 $176,109 $227,826 $250,084
Colusa $129,511 $148,462 $180,530 $233,546 $256,363
Contra Costa $136,912 $156,946 $190,846 $246,891 $271,012
Del Norte $128,454 $147,250 $179,056 $231,639 $254,270
El Dorado $142,727 $163,611 $198,952 $257,377 $282,522
Fresno $122,111 $139,979 $170,214 $220,200 $241,713
Glenn $129,511 $148,462 $180,530 $233,546 $256,363
Humboldt $128,454 $147,250 $179,056 $231,639 $254,270
Imperial $126,869 $145,433 $176,846 $228,780 $251,131
Inyo $126,869 $145,433 $176,846 $228,780 $251,131
Kern $126,869 $145,433 $176,846 $228,780 $251,131
Kings $115,767 $132,707 $161,372 $208,761 $229,157
Lake $121,053 $138,767 $168,740 $218,294 $239,621
Lassen $130,569 $149,674 $182,004 $235,452 $258,455
Los Angeles $126,869 $145,433 $176,846 $228,780 $251,131
Madera $114,710 $131,495 $159,898 $206,855 $227,064
Marin $134,798 $154,522 $187,899 $243,078 $266,826
Mariposa $116,825 $133,919 $162,846 $210,668 $231,249
Mendocino $115,767 $132,707 $161,372 $208,761 $229,157
Merced $114,710 $131,495 $159,898 $206,855 $227,064
Modoc $130,569 $149,674 $182,004 $235,452 $258,455
Mono $126,869 $145,433 $176,846 $228,780 $251,131
Monterey $128,454 $147,250 $179,056 $231,639 $254,270
Napa $128,454 $147,250 $179,056 $231,639 $254,270
Nevada $132,155 $151,492 $184,215 $238,312 $261,595
Orange $126,869 $145,433 $176,846 $228,780 $251,131
Placer $134,269 $153,916 $187,162 $242,125 $265,780
Plumas $130,569 $149,674 $182,004 $235,452 $258,455
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