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Paradise Redevelopment Agency

FIRST-TIME HOMEBUYER PROGRAM GUIDELINES

1.0. PURPOSE

The Paradise Redevelopment Agency First-Time Howymbi#Program ("Program") provides
assistance in the form of a deferred payment “Silsacond priority loan as “Gap” financing
toward the purchase price and closing costs ofa@difale housing units that will be occupied by
eligible “Homebuyers.” The Program is funded bye tRaradise Redevelopment Agency
("Agency") and will be administered by the Agenayite designee.

1.1.  Application Process and Selection

An eligible property is any home, under the maximsates price, in the incorporated
area of the Town of Paradise that meets or excleeds$ codes. Eligible Homebuyers
will be qualified on a first-come, first-served mgenerally according to the following

schedule:

NOTE: Homeownership training, offered through freavn, is required. All applicants
will be counseled about the home buying processtlamdesponsibilities and benefits of
home ownership.

A.

Homebuyer contacts a Town-certified lender, conegléhe application, and
returns it to the Lender along with copies of paybs, income verification,
etc.

The Lender reviews the application and scheduleapgointment with the
Homebuyer to determine qualification for a firstmgage and eligibility for
the Agency’s program and to discuss the process.

. The lender calculates the price range that therocam afford according to the

example described in Section 5.1.

1.2. TheHome Purchase Process

The following is a simplified example of how theoBram works.

A.

The Homebuyer chooses a certified real estagatag help them select a
home.

The housing unit selection process is condubtigdhe Homebuyer. A
purchase agreement is drawn up and the Disclosurgdlter with
Voluntary, Arm’s Length Purchase Offer is signedldmgh the buyer and
seller.

When a purchase agreement is accepted by bdtbspan escrow will be
opened and the realtor begins scheduling the redjimspections.

Upon receipt of an accepted purchase agreertentender will process
the loan and send the loan package to the Agency.

Upon receipt of the complete loan package frbm ltender, including
required inspections, the Agency will perform arhouse income analysis
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1.3.

to determine the homebuyer’s eligibility, reviewethpackage for
compliance with Program guidelines, and submit fheckage and
recommendation to the Loan Committee, or theirglreses, for approval
or denial. The Agency provides Homebuyer with aiglen letter. If the
application is denied, the Homebuyer receives a aapthe Agency’s
appeal procedures.

When escrow is ready to close, the Agency wealhds Program loan
instructions to the Title Company. The Agency bl named as an
additional loss payee on fire, flood, if requirethd extended coverage
insurance for the length of the Program loan amghimmount sufficient to
cover all encumbrances or full replacement coshethousing unit.

The Agency submits loan documents to the Eségent.

Escrow Agent prepares both the primary loan #mel Program loan
documents for execution and returns them to Agdocyfinal review.

Upon final Agency approval, an Agency check will delivered to the
Escrow Agent.

Escrow closes, and the documents are recordéd twe County. The
Agency and the Homebuyer receive copies of the rdecb loan
documents.

Homebuyer moves into their home.

Agency sets up a monitoring procedure for anmeralew of Homebuyer’'s
conformance with terms of the loan.

Homebuyer Costs

A.

Homebuyers (as defined in Section 2.2) must dwt that they have the
funds necessary for down payment and closing astequired by the
primary lender and the Agency.

Homebuyer funds shall be applied to the purclpase of the home in the
following order:

1. Down payment - Minimum Requirement: 2% of sgese up to a
maximum requirement of $5,000. Note: This requiatrapplies
regardless of the primary lender’'s down paymentireqents.

2. To the extent possible, after satisfying the wdowayment,
Homebuyer funds shall be applied to payment ofajheraisal fee,
credit report costs, loan origination fees, dis¢quoints customary
to Homebuyer closing costs, Homebuyer's customanyign of
the escrow fees, title insurance, and impound adsdor property
taxes and insurance.

3. After items 1 and 2 above are satisfied, angri@ of Homebuyer
funds may be applied either to the purchase pnide ceduce the
interest rate of the primary loan as appropriate.



2.0

C. If the items in B.2 cannot be satisfied with Hebuyer funds, the Agency
may provide Program loan assistance in amount aoexXceed the
remaining balance and not to exceed the maximumtoaalue of 100%.

1.4. Homebuyer Education

Buying a home can be one of the most confusingcamdplicated transactions anyone
can make. Providing the future Homebuyer with infative and relevant education and
training can bring success to the Agency, the Rrogand, most importantly, the
Homebuyer. It has been documented that first-tineenebuyers that have had
homebuyer education have the ability to handle lprab that occur with
homeownership. All Program participants are regfiito attend an Agency-approved
homebuyer education class. The homebuyer educatisa may cover such topics as the
following: preparing for homeownership; availalfieancing; credit analysis; loan
closing; homeownership responsibilities; home neiahce; and loan servicing.

1.5. Conflict of Interest Requirements

No Agency or Town officer or employee who in theicse of his or her duties is required
to participate in the formulation of, or to apprgMans or policies for, the redevelopment
of a project area shall acquire any interest in amoperty included within a project area
within the Town. Notwithstanding any other prowiss of law, an officer, employee,
consultant, or agent of the Agency or Town for pee residential use, may purchase or
lease property within a project area. Any suchceff or employee who purchases or
leases such property shall immediately make aemwrittisclosure to the Agency and the
City Council, which disclosure shall be enteredtto®m minutes of the Agency. Any such
officer or employee shall thereafter be disqualiffeom voting on any matters directly
affecting such a purchase, lease or residency. lurBato so disclose constitutes
misconduct in office.

1.6. Non-Discrimination Requirements

The Program is administered in accordance with Agency’s commitment to non-
discrimination and applicable Federal and Statelegigns. No person shall be excluded
from participation in, denied the benefit of, or dabject to discrimination under any
program or activity funded in whole or in part wilgency funds on the basis of his or
her religion or religious affiliation, age, racelar, creed, gender, sexual orientation,
marital status, familial status (children), physicamental disability, national origin, or
ancestry, or other arbitrary cause. Homebuyerdingassistance or accommodations to
complete the application process will be affordechsassistance/accommaodation.

APPLICANT QUALIFICATION
2.1. Current IncomeLimits

All applicants must certify that they meet the heludd income eligibility requirements.
The income limits in place at the time of applioatiwill apply when determining
applicant income eligibility. All applicants mulsaive incomes at or below 120% of the
County’s area median income (AMI), adjusted for $&hold size, as published annually
by the California Department of Housing and Comrtyubievelopment.



2.2.  Definitions
A. “Household” means one or more persons who veiiupy a housing unit.

B. “Household Income” is the annual gross incomealbfadult household
members that is projected to be received duringctaing 12-month
period, and will be used to determine program kiiigy. For those types
of income counted, gross amounts (before any demhscthave been
taken) are used, and the types of income that@reamsidered would be
income of minors or live-in aides. Certain otheusehold members
living apart from the household also require sdecomsideration. The
household’s projected ability to pay must be usedher than past
earnings, when calculating income.

C. “Homebuyer” means an individual who meets theoime eligibility
requirements and:

1. Has been a resident of the Town of ParadisetsoiSphere of
Influence for at least the last 12 months prioraggplying for
assistance. A full-time, permanent job in the TosinParadise,
and with a Paradise employer, fulfills the residerequirement.

2. Is not currently on title to real property armsmot owned a home
during the three-year period before the applicafion Program
assistance, except that the following individualsymnot be
excluded from consideration as a Homebuyer:

a. A displaced homemaker who, while a homemakeneova
home with his or her spouse or resided in a homeeadvby
the spouse. A displaced homemaker is an adult h#so
not, within the preceding two years, worked on l&ktfme
basis as a member of the labor force for a consecut
twelve-month period and who has been unemployed or
underemployed, experienced difficulty in obtainiroy
upgrading employment and worked primarily without
remuneration to care for his or her home and fgmily

b. A single parent who, while married, owned a hamté his
or her spouse or resided in a home owned by thesspoA
single parent is an individual who is unmarriediegally
separated from a spouse and has one or more minor
children for whom the individual has custody ornjoi
custody or is pregnant; and

C. An individual who owns (and is planning to gbi unit as
part of purchasing a home on real property) or ayas a
principal residence during the three-year periofibigethe
purchase of a home with Program assistance, a idgell
unit whose structure is:



1) not permanently affixed to a permanent foundatio
in accordance with local or state regulations; or

2) not in compliance with state, local, or model
building codes and cannot be brought into
compliance with such codes for less than the cost o
constructing a permanent structure.

Documentation of Homebuyer status will be requigdall Homebuyers.
2.2.  Income Qualification Criteria

Projected Household Income of the Homebuyer willused to determine whether the
Homebuyer is above or below the income limits disthbd by the Agency. Income will
be verified by reviewing and documenting tax resurcopies of wage receipts, subsidy
checks, bank statements and third party verificattd employment forms sent to
employers. All documentation shall be dated witkix months prior to loan closing,
kept in the applicant file and held in strict calfince.

A. Assets. There is no asset limitation for pgsation in the Program.
Income from assets is, however, recognized asgpaminual income. An
asset is a cash or non-cash item that can be dedver cash. The value
of necessary items such as furniture and autonsaiie not included.

An asset’s cash value is the market value lessonadde expenses
required to convert the asset to cash, includimggenalties or fees for
converting financial holdings and costs for sellregl property. The cash
value (rather than the market value) of an itecgoisnted as an asset.

3.0 HOUSINGUNIT ELIGIBILITY
3.1. Location and Characteristics

A. Housing units to be purchased must be locatddinvihe eligible area.
The eligible area is within the Town of Paradisendimits.

B. Housing unit types eligible for the Program aesv or previously owned
single-family detached houses, condominiums, towshs, units in
residential loft structures or manufactured homescommon-interest
developments or on a single-family lot and placed a permanent
foundation system.

C. All housing units must be in compliance witht8tand local codes and
ordinances.

3.2.  Condition and I nspection
Once the Homebuyer has executed a purchase agrefemarhousing unit and prior to a
commitment of Program funds, the following stepsstrhe taken for the housing unit to
be eligible for purchase under the Program:

A. The Homebuyer is encouraged to obtain a completee inspection at the

Homebuyer's cost to determine the condition of #gesuch as the
foundation, roof, doors, windows, plumbing, etdhisTwill ensure that the
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Homebuyer will not purchase a substandard home borae needing
major repairs.

B. A pest inspection report, free of defects, Wl required for each housing
unit. Smoke detectors will be installed if theree anone in place.
Homebuyers are encouraged to secure a homeownarfamy policy as
part of the purchase of a resale housing unit.

40. PURCHASE PRICELIMITS

The purchase price limits or maximum property vati¢ghe time of acquisition shall not exceed
110 percent of the last 12 months’ median salesepis determined by the Paradise MLS.
Agency staff will revise the purchase price linmtMarch of each year.

50. THEPRIMARY LOAN

Prior to obtaining a loan from the Agency, a Homglyumust provide evidence of financing for
the maximum amount the primary lender is willinddan (the “primary loan”).

5.1. Qualifying Ratios

Primary loans underwritten by FHA, USDA Rural Deyghent, Fannie Mae, Freddie
Mac, or CalHFA are acceptable to establish creditwwoess, repayment ability, and
dependability of income If none of these agencies are funding the primaan| the
lender shall qualify the Homebuyer using the follogvratios:

A. The front-end ratio shall be 30% (up to 35% fmoderate-income
Homebuyers). A front-end ratio is the percentaga efomebuyer’s gross
monthly income (before deductions) that is avadaiol cover the cost of
PITI (loan principal and interest payment + propexes + property
insurance).The minimum shall be 30%.

B. The back-end ratio shall be up to 45% (may iaseewith compensating
factors)and is the percentage of a Homebuyer's gross mpirticbme
that would cover the cost of PITI plus any othemthdy debt payments
like car or personal loans and credit card debt.

5.2. Interest Rate

The rate of interest shall be fixed and not an stdple rate mortgage, or “ARM.” If

“Risk Rates” are applied (an interest rate thaleot$ the primary lender’s loan risk),
each loan shall be evaluated by the Agency on a-lbgpsase basis. No negative
amortizations are allowed.

53. LoanTerm
The primary loan shall be fully amortized and haveerm “all due and payable” in no

fewer than 30 years. There shall not be a ballgmyment due under the primary loan
before the maturity date of the Program loan.



6.0.

54. Impound Account

All Homebuyers are required to have impound accodot the payment of taxes and
insurance.

THE PROGRAM LOAN
6.1. Maximum Amount of Program Assistance

The maximum amount of financial assistance to a élmmer toward purchase of a home
is based on income: $40,000.00 (Low — 80% or je530,000.00 (Median — 81% to
100%); and $20,000.00 (Moderate — 101%-120%).

6.2.  Non-Recurring Closing Costs

Non-recurring costs such as escrow, closing andrdety fees, title report and title
insurance, title updates and/or related costs neapdluded in the Program loan. Any
costs paid-out-of-closing (POCSs), such as cregiontefee, etc., will not be included as
part of the 2% down payment requirement.

6.3  Affordability Parametersfor Homebuyers

The actual amount of a Homebuyer's Program subsityl be computed according to
the housing ratio parameters specified in Sectidn ETach borrower shall receive only
the subsidy needed to allow them to become homewswiee “Gap”) while keeping
their housing costs affordable. The primary lenddt use the “front-end ratio” of
housing-expense-to-income to determine the amduititeoprimary loan and, ultimately,
the Program subsidy amount required, bridging thp Between the purchase price (less
down payment) and the amount of the primary loan.

6.4. Rateand Termsfor Program Loans

All Program assistance to Homebuyers shall be nradee form of a deferred payment
loansubject to a shared appreciation provision upon pay off.

A. The Program loan term shall be for 45 years.

B. Shared Appreciation: Shared appreciation isuireq to fulfill the
affordability period requirement under the Califiern Community
Redevelopment Law. The payment to the Agency ahare of the
appreciated value of the home is required in cotmreevith a transfer of
the home to a non-eligible Homebuyer before theadritie Program loan
term or upon the Homebuyer’s default under the Rimgoan documents.
The calculation of the shared appreciation is 4e\s:

1. Gross appreciation is calculated by subtractthg original
purchase price from the current fair market valtithe home (the
current fair market value is as agreed to by thenelauyer and the
Agency or as determined by appraisal);

2. Net appreciation is calculated by subtracting thomebuyer’s
applicable closing costs in connection with a sdléhe home, the
Homebuyer's cash contribution in the original pash
transaction, and the documented value of capit@giranements
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7.0.

from the gross appreciation amount;

3. The Agency would receive the portion of the aygpreciation that
is equal to the percentage of the purchase pricéhefhome
financed by the Program loan. That is, if the Ageloan equals
20% of the purchase price of the home, 20% of tlet n
appreciation would be owed to the Agency.

6.5. LoantoVaueRatio

The loan-to-value ratio for the Program loan, whembined with all other indebtedness
to be secured by the property, shall not exceedp®d€ent of the purchase price.

PROGRAM LOAN REPAYMENT
7.1. PaymentsareVoluntary

Homebuyers may begin making voluntary paymentsho Agency at any time, upon
notification to and approval of the Agency.

7.2. Receving Loan Payments
A. Program loan payments will be made to:

Paradise Redevelopment Agency
Attn: Housing Coordinator

5555 Skyway

Paradise, California 95969.

B. The Agencywill be the recipient of loan payments and will mtain a
financial record-keeping system to record paymantfile statements on
payment status. Payments shall be deposited arwuried for in an
Agency Program Income Account. All loan payments @ayable to the
Agency. The Agency may, at its discretion, entéo an agreement with a
third party to collect and distribute payments andiomplete all loan
servicing aspects of the Program.

7.3. DueUpon Sale, Transfer or Non-Owner -Occupancy

A. Loans are due upon sale or transfer of anyeasten the home (other than
a sale to another eligible Homebuyer) or upon ¢iz@ Imaturity date. The
loan will be in default if the Homebuyer no longercupies the home as
his/her principal residence, or rents or leaseditme, or fails to maintain
required hazard insurance or fails to pay propexgs. See Attachment
A on loan defaults for further information on profyerestrictions.

B. Program loans are assumable only by anothebkdigilomebuyer.
7.4. Loan Servicing Policies and Procedures
See Attachment A for the Agency’s “Loan Servicinglieles and Procedures.” While
the attached policy outlines a system that can raowadate a crisis that restricts the

Homebuyer’'s repayment ability, it does not negaie Homebuyer’s responsibility to
repay the Agency loan. All available means to emsiie repayment of a delinquent loan
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as outlined in the Loan Servicing Policies and BPdoces will be pursued.
7.5. Loan Monitoring Procedures

Agency will monitor Homebuyers and their housingsito ensure adherence to Program
requirements including, but not limited to, theldaling:

A. Owner-occupancy.

B. Property tax payment.

C. Hazard insurance coverage.

D. Good standing on primary loans.
E. General upkeep of housing units.

PROGRAM LOAN PROCESSING AND APPROVAL
8.1. Program Loan Processing

A. Loan Processing. All Homebuyers or their reprgatives will be
provided an eligibility packet with all the necess&orms, disclosures,
information, and application. They should submdoanplete application
packet with all the Agency Program loan documentxeted as well as
all the information from the primary lender. TherHebuyer should
submit: 1) accepted property sales contract witipgr seller notification;
2) mortgage application with good faith estimatesl dirst mortgage
disclosures; 3) full mortgage credit report and negrification; 4) current
third party income verifications and verificationef assets; 5)
homeownership education certificate. Staff willlwavith local lenders to
ensure Homebuyers receive only the benefit fromAfency’s Program
needed to purchase the housing unit and that lggdriunds will be used
when possible. For example, in many cases theapyitender will not
require mortgage insurance with the Agency’'s sednrlace which will
save on the Homebuyer’'s monthly payment.

B. Credit-worthiness. Qualifying ratios are a g@lide in determining a
potential Homebuyer’'s credit-worthiness. Many d¢ast such as credit
history, amount of down payment, and size of loah mfluence the
decision to approve or disapprove a particular lodihe Homebuyer’'s
credit history will be reviewed by the Agency amstdmentation of such
maintained in the loan file. The Agency may etecbbtain a credit report
or rely on a current copy obtained by the primanyder.

C. Documents from Primary Lender. After initial/iew of the Homebuyer's
application packet, the Agency will request any itigal documents
needed. Documents may be faxed but originals &ieateceived through
the mail before Program funds are committed tooecr Based on receipt
and review of the final documents, the Agency wdimplete an income
certification and homebuyer certification (reviev credit report and
income taxes). Documentation of affordability wtlen be verified and
subsidy requirement determined.

D. Disclosure of Program and Loan Information tontébuyers. The
Program’s application and disclosure forms consasummary of the loan
gualifications of the borrower with and without Bram assistance.
Housing ratios with and without Program assistaaee also outlined in
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9.0.

these guidelines. Information on the Program’s iappbn will be
documented with third party verifications in théefi For example, the
sales contract will provide the final purchase @rand outline how much
of the closing costs are to be paid by the sedlar, The appraisal, pest
and title reports will provide information to sulstiate the information in
the sales contract and guide the construction ctgpe The Program
loan application will provide current debt and hiagsinformation and
will be documented by the credit report and incassét verifications.
The primary lender’s approval letter and estimatieding cost statement
should reflect all the information in the loan pagk and show any
contingencies of loan funding. Reviewing the priyndender's loan
underwriting documentation will provide basic infmation about the
qualification of the applicant and substantiateafferdability provided by
the Program loan. By reviewing and crosscheckihtha primary lender
information, the final Program loan amount approwelll fall within the
affordability parameters of the Program.

8.2. Completion of Underwriting and Approval of Program L oan

Once the loan approval package has been compteedgency will review the request
and may approve it with or without conditions. Wpapproval, a final closing date for
escrow is set and Program funds are accessedefétdimebuyer.

8.3. Primary and Program L oan Document Signing

The Homebuyer signs the promissory notes, deedsust, the Resale Restriction
Agreement and lending disclosure notices (RighRe$cission, Truth in Lending, etc.).
The deeds of trust and Resale Restriction Agreemeatrecorded with the County
Clerk/Recorder at the same time, and the Requed$idtice of Default is also recorded
with the County Clerk/Recorder.

8.4. Escrow Procedures

The Title Company shall review the escrow instiutsi provided by the primary and
Program lenders and shall issue a California Lait#® Rssociation (CLTA) and the

American Land Title Association (ALTA) title insuree policies after closing. The
CLTA policy is issued to the homebuyer and protéletsn against failure of title based
on public records and against such unrecorded dskiorgery of a deed. The ALTA
policy is issued to each lender, including the Agerproviding additional coverage for
the physical aspects of the property as well ashihmebuyer’s title failure. These
aspects include anything which can be determindy loy physical inspection, such as
correct survey lines; encroachments; mechanics;linning claims and water rights.
The lender instructs the Title Company in the escdmstructions as to what may show
on the policy, the amount of insurance on the pdla! liens should be covered), and the
loss payee (each lender should be listed as apkgse and receive an original ALTA

policy).
SUBORDINATE FINANCING

With today’s housing costs, in order for a low-ime® household to obtain a home, several
funding sources might be required. Subordinatedoaay be used to cover mortgage costs that
exceed the Program maximum loan amount. All subatd liens must have the payments
deferred and the term must be for at least asadsrtfe term of the Program loan.
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10.0. EXCEPTIONSAND SPECIAL CIRCUMSTANCES
10.1. Definition of Exception

An exception is any case to which a standard poticyprocedure, as stated in the
guidelines, does not apply. A Homebuyer treatdtérmintly from others of the same
class would be an exception.

10.2. Procedurefor Exceptional Circumstances

A. The Agency or its agent may initiate considenatof an exception and
prepare a report. This report shall contain aatiae, including the
Agency's recommended course of action and any enritbr verbal
information supplied by the Homebuyer.

B. The Agency shall make a determination of theepkon. The request can
be presented to the Agency’s loan committee argiigerning body for a
decision.

11.0. REFINANCING

When a Homebuyer wishes to refinance the prop#grgyProgram loan must be repaid in full.
12.0. DISPUTE RESOLUTION AND APPEAL SPROCEDURE

Any applicant denied assistance from the Programtiha right to appeal. The appeal must be

made in writing. Agency has 30 days to reviewdppeal, seek recommendations from the loan
committee, or if none, the Agency’s governing baalyd respond in writing to the applicant.
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Attachment A
Paradise Redevelopment Agency
LOAN SERVICING POLICIESAND PROCEDURES

The Town of Paradise Redevelopment Agency, hereatilled “Lender,” has adopted these
Loan Servicing Policies and Procedures (these ¢mdiand procedures”) in order to preserve its
financial interest in properties that have beerists$ with public funds. The Lender will, to the
greatest extent possible, follow these policies pratedures, but each loan will be evaluated and
handled on a case-by-case basis.

The policies and procedures are broken down ihto follow areas: 1) making required
monthly payments or voluntary payments on a logmiscipal and interest; 2) required payment of
property taxes and insurance; 3) required Requedidtice of Default on all senior liens; 4) loans
with annual occupancy restrictions and certificagio5) required noticing and limitations on any
changes in title or use of property; 6) requirediaiog and process for requesting a subordination
during a refinance; and 7) processing of foreclesarcase of default on the loan.

1. Loan Repayments

The Lender will collect monthly payments from thdsorrowers who are obligated to do so
under amortized promissory notes. Late fees wiltbarged for payments received after the assigned
monthly date. Lender may use a loan collectiongamy to collect payments.

For deferred payment loans, the Lender may acegpintary payments on the loan. Loan
payments will be credited to accrued interest farsdl then to principal. The borrower may repay the
loan balance at any time with no penalty.

2. Payment of Property Taxes and Insurance

As part of keeping the loan from going into defabhbrrower must maintain property insurance
coverage naming the Lender as loss payee in fositipn or additional insured if the loan is a jomi
lien. If borrower fails to maintain the necessargurance, the Lender may take out forced place
insurance to cover the property while the borropugts a new insurance policy in place. All costs fo
installing the necessary insurance will be addatiédoan balance at time of installation of boreo\w
new insurance.

When a property is located in a 100-year floodrpléne borrower will be required to carry the
necessary flood insurance. A certificate of insaeafor flood and for standard property insurande w
be required at close of escrow. The Lender maijywire insurance on an annual basis.

Property taxes must be kept current during thetef the loan. If the borrower fails to
maintain payment of property taxes then the Lemady pay the taxes current and add the balance of
the tax payment plus any penalties to the balaftbeoloan. If the borrower has a senior lien, the
Lender encourages borrower to have impound accaattap with that first mortgagee wherein they
pay their taxes and insurance as part of their hipmbhortgage payment. When the Lender’s lien is in
first position, the Lender may require the borroweset up an impound account for the payment of
their taxes and insurance.

3. Required Request for Notice of Default

When the Lender’'s loan is in second position beham existing first mortgage, it is the
Lender's policy to prepare and record a "Requedtifdice of Default” for each senior lien in frooit
Lender’s loan. This document requires any seigor tholder listed in the notice to notify the Lende
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of initiation of a foreclosure action. The Lendaeél then have time to contact the borrower andsass
them in bringing the first loan current. The Lendan also monitor the foreclosure process and go
through the necessary analysis to determine ildae can be made whole or preserved. When the
Lender is in a third position and receives nottiima of foreclosure from only one senior lien haldé

IS in its best interest to contact any other selor holders regarding the status of their loans.

4, Annual Occupancy Restrictions and Certifications

On owner-occupant loans, the Lender may requia¢ lorrowers submit utility bills and/or
other documentation annually to prove occupancynduhe term of the loan. Other loans may have
income and housing cost evaluations, which recuin@usehold to document that they are not able to
make repayments, typically every five years. Thes@ terms are incorporated in the original note
and deed of trust.

5. Required Noticing and Restrictions on Any ChangiTitle or Occupancy

In all cases where there is a change in titleppancy or use, the borrower must notify the
Lender in writing of any change. Lender and boeowill work together to ensure the property is
kept in compliance with the original program teram&l conditions such that it remains available as an
affordable home for low- and moderate-income pessmrfamilies.

6. Requests for Refinancing

When a borrower wishes to refinance the propéng/Lender’s loan must be repaid in full.

7. Process for Loan Foreclosure

Upon any condition of loan default: 1) non-payme2it lack of insurance or property tax
payment; 3) violation of rent limitation agreemedd, change in title, occupancy or use without
approval; or 5) default on senior loans, the Lendiéirsend out a letter to the borrower notifyiriget
of the default situation. If the default situatioontinues then the Lender may start a formal mooé
foreclosure.

Lender as Junior Lien Holder

If the Lender is a junior lien holder, and a setien holder starts a foreclosure process and the
Lender is notified via a Request for Notice of Defathe Lender may cancel the foreclosure
proceedings by "reinstating” the senior lien. Th&statement amount or payoff amount must be
obtained by contacting the senior lien holder. sTdainount will include all delinquent payments, late
charges and fees to date. Lender must confer lvatrower to determine if, upon paying the senior
lien holder current, the borrower can provide fatpayments. If this is the case then the Lendgr ma
cure the foreclosure and add the costs to the balahthe loan with a Notice of Additional Advance
on the existing note.

If the Lender determines, based on informationtlom reinstatement amount and status of
borrower, that bringing the loan current will noeperve the loan, then staff must determine & dast
effective to protect their position by paying dietsenior lien holder in total and restructuring tiebt
such that the unit is made affordable to the boerowlf the Lender does not have sufficient funals t
pay the senior lien holder in full, then it may oke to cure the senior lien and foreclose on the
property itself. As long as there is sufficientuain the property, the Lender can afford to paythe
foreclosure process and pay off the senior liedérohnd retain some or all of its investment.

If the Lender decides to reinstate, the seniar helder will accept the amount to reinstate the
loan up until five (5) days prior to the set "foiesure sale date.” This "foreclosure sale datealg
occurs about four (4) to six (6) months from théedaf recording of the "Notice of Default.” If the
Lender fails to reinstate the senior lien befove i5) days prior to the foreclosure sale date séraor
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lien holder would then require a full pay off ofetlbalance, plus costs, to cancel foreclosurehdf t
Lender determines the reinstatement and maintenahtiee property not to be cost effective and
allows the senior lien holder to complete forectesithe 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
any loan that is 31 or more days in arrears. Aptsrwill be made to assist the homeowner in briggin
and keeping the loan current. These attemptshsiltonveyed in an increasingly urgent manner until
loan payments have reached 90 days in arrearshiahuwime the Lender may consider foreclosure.
Lender will consider the following factors beforatiating foreclosure:

A. Can the loan be cured and can the rates antstbe adjusted to allow for affordable
payments such that foreclosure is not necessary?

B. Can the borrower refinance with a private lerated pay off the Lender?

C. Can the borrower sell the property and payhafLender?

D. Does the balance warrant foreclosure? (If thiardce is under $5,000, the expense to

foreclose may not be worth pursuing.)

E. Will the sales price of the home "as is" cous principal balance owing, necessary
advances (maintain fire insurance, maintain orgpdarrent delinquent property taxes,
monthly yard maintenance, periodic inspectionsropprty to prevent vandalism, etc.),
foreclosure, and marketing costs?

If the balance is substantial and all of the abiaetors have been considered, the Lender may
opt to initiate foreclosure. The borrower musteigee, by certified mail, a thirty-day notificaticof
foreclosure initiation. This notification must lnode the exact amount of funds to be remitted & th
Lender to prevent foreclosure.

At the end of thirty days, the Lender will contacteputable foreclosure service or local title
company to prepare and record foreclosure docummmdsmake all necessary notifications to the
owner and junior lien holders. The service wilvizse the Lender of all required documentation to
initiate foreclosure (Note and Deed of Trust usgadind funds required from the owner to cancel
foreclosure proceedings. The service will keepliteder informed of the progress of the foreclosure
proceedings.

When the process is completed, and the propegyrkaerted to the beneficiary” at the
foreclosure sale, the Lender could sell the hosedfiinder a homebuyer program or use it for an
affordable rental property managed by a local hayauthority or use it for transitional housing
facility or other eligible use. The Lender may want with a local real estate broker to list aatl the
home and use those funds for program income edigibés.
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