City of Moreno Valley

Homebuyer Assistance Program (HAP)

HAP Official Notification 2000-000-01

PROGRAM AFFECTED: Homebuyer Assistance program Revitalization Program

ACTION: Sales Price increase

EFFECTIVE DATE: January 1, 2001

SUMMARY

After carefully considering many factors, such as, housing market, the needs of City
residents, increased property values and program participation, the City of Moreno
Valley is pleased to announce the increase to the Homebuyer Assistance Program
maximum sales price from $100,000 to $125,000 effective January 1, 2001. Many of the
factors previously mentioned have deter and/or minimized program participation
because properties were ineligible for participation due to condition and the price
limitation reduced the number of available and eligible properties.

Pursuant to the Homebuyer Assistance Program Procedures Manual Section 1.6
Property Eligibility and Home Inspection as Revised July 13, 1999, the procedures
are hereby amended to read as follows:

The maximum purchase price eligible under the HAP is currently $125,000.
The amount of the maximum sales price will not exceed 95% of the area
median sales. (The CEDD Director reserves the right to adjust the
maximum sales price on an annual basis based upon market conditions).
The property value will be confirmed by a professional appraisal, and the
purchase price cannot exceed the property appraised value.

For more information or clarification about this notification, please call Tamara N. Torres
at the Neighborhood Preservation Division at (909) 413-3462.
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Housing Analyst, CDBG Analyst, CEDD Accountant and the Revenue Officer. The preliminary
application package and the loan committee recommendations will then be forwarded to the
Neighborhood Preservation Manager and the CEDD Director. The CEDD Director shall have final
approvalldisapproval authority.

Upon approval, the Housing Analyst shall issue a letter of Commitment to the Lender which is

valid for a period of 60 days. One 30-day extension may be granted by the Housing Analyst, if

requested, in writing by the Applicant. The Committment shall be contingent on approval of the
first mortgage and compliance with all program criteria.

The Housing Analyst shall maintain a cumulative-to-date total of loan amounts reserved to monitor
the amount of expected loans and aggregate amount of HAP funds available and will notify
Lenders in advance when funds are about to the depleted.

The Lender shall complete the mortgage application process according to standard procedures of
the industry.

Loan Closing

The Lender and the City shall forward their respective first and second trust deed loan documents
and Escrow Instructions to selected escrow officer with instructions for closing the loans and
having the Buyer date and sign the Loan Documents. The Escrow Officer shall record all required
documents with the County Recorder, then forward the copies of the executed HAP Loan
Documents and other first mortgage documentation back to the City. The documents include:

*Executed copy of the HAP Deed of Trust (escrow sends original Deed of Trust to the
County Recorder’s Office);

“Original executed Promissory Note;

“Executed Truth in Lending Disclosure; “Request for Notice;

“Property Appraisal;

“Copy of Settlement Statement; and

“Certificate of Completion of Homebuyer Education.

The City’s Housing Analyst reviews Closing Package and checks the file to make sure all
necessary documents have been submitted and finalizes documentation on the HAP loan.

Lenders must adhere to the time frame of the HAP processing period, promptly notifying the City
in writing of any HAP cancellations and/or requests for committment extensions.
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2.8

2.9

Cancellation and Commitment Expirations

In a case where a decision is made not to continue with an HAP application, written notice must be
given to the City prior to the expiration of the Commitment. The notice must include the reason for
the cancellation and be signed by both the Lender and the Applicant.

Before the Commitment has expired, the Lender must either: (1) submit the closing package; (2)
submit a request for a 30-day extension; or, (3) submit a notice of cancellation as described above.

Program Charges and Fees

The Lender can only charge an applicant applying for a HAP loan those reasonable fees as would
be charged to a borrower applying for a mortgage not provided in connection with the
HAP.

A loan management fee of $150.00 will be charged for the HAP loan. This fee may be included as
part of the loan. There will be no other fees incurred by the HAP loan process.

Revocations

Automatic revocation occurs when the residence for which an HAP loan was issued ceases to be
the Borrower’s Principal Residence.

Automatic revocation occurs when the original loan/first mortgage is refinanced, except in the case
of a Streamline Refinance Program in which no cash is taken out by the borrower during the
transaction.

Revocation will occur upon discovery by the City or a participating Lender of any material
misstatement, whether negligent or fraudulent. If the HAP loan is revoked, it is immediately due
and payable.

Transfer or Assumption of the HAP Loan

The HAP loan can only be obtained for the purchase of a principal residence in connection with the
application for an original first mortgage. It is not assumable or transferrable after the close of
esCrow.

Transferring HAP Applications to Another Lender

If an Applicant has a pending HAP application and decides to change from one Participating
Lender to another, the City will honor the original expiration date as long as all other conditions are
unchanged and the new Lender verifies the commitment documents. The transfer will be
recognized by the City only after written notification is received.
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2.11

Changing Properties During the HAP Application Process

If an Applicant has a pending application and changes the property he/she is purchasing, the
Lender must submit a new signed Purchase Contract. If the Applicant has already been issued a
Commitment, the application should be revised and re-submitted to reflect the new property
address and any change in mortgage and financial structuring. The HAP loan Commitment will be
honored if the HAP Loan amount does not change. If the loan amount has changed, the package
is again subject to review by the loan committee.

Post Audit

The City retains the express authority to perform annual random case post audits of Participating
Lender Records.
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SECTION 3

UNDERWRITING STANDARDS

Income Qualification Criteria

A. Household Gross Income shall not exceed 120% of the Median Income Limits based on
family size as established by the U.S. Department of Housing and Urban Development for
Riverside County. This income criteria varies as HUD provides periodic updates. The City
will use the latest income guidelines as made available by HUD. Current limits are listed in
Section 1.5.

B. Gross Income will be calculated based on annual income which will be used as set forth
below:

1. All of the income of all adult working household members over the age of 21 who share the
same dwelling unit or share in the ownership of the unit and are not full-time students shall be
considered in the total family income.

2. Gross income will be the full amount before any payroll deductions. All overtime, bonuses
and commissions will be counted.

3. For self-employed individuals, adjusted gross income will be the net income from the
operation of the business and profession, as calculated by averaging the net income manifested by
their Federal income taxes for the past two years.

4, Interest earned, dividends, and other net income of any kind will be counted as part of the
gross income of the household.

5. Social security payments, income from annuities, insurance policies, retirement funds,
pensions, disability or death benefits, including other similar periodic receipt of income will be
counted as part of the household’s gross income.

6. Payments in lieu of earnings, such as unemployment, worker's compensation, severance
pay, and welfare assistance will be included in the computation of gross income, even though lenders
may not utilize these earnings for the issuance of credit. Value of food stamps are not included.

7. Periodic and determinable allowances, such as alimony and child support payments will
also be included in the computation of gross income.

8. All regular pay, special pay, and allowances of a member of the Armed Forces will be
included as Gross income.

9. Any other income that must be reported for Federal income tax purposes will be included.

The Applicant will be required to provide signed Federal tax returns for the past two
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years and verification of current income, as evidenced by copies of the three most recent
pay stubs.

Allowable Assets

In order to qualify for a loan through the HAP, the Applicant must not be able to purchase a home

with his/her current assets, yet still must have sufficient income and credit with which to qualify for a
loan.

For the purpose of this program, the following will be considered as assets in determination of
program eligibility:

Case savings, marketable securities, stocks, bonds, and other forms of capital investments other than
Individual Retirement Accounts, KEOGH plans, or other retirement vehicles.

B.Inheritances, cash lump sum insurance payments, settlements for personal property damage already

received will be considered a household asset.

C.Any equity in real estate will be considered an asset.

D.

3.3

Allowable assets will be the Applicant’s portion of the down payment and up to six months savings for
monthly housing costs.

The cash value of an asset is its market value minus reasonable expenses required to convert the
asset to cash.

Credit Standard

The RDA homebuyer assistance loan will be approved only if Applicant’s credit record does not
show substantial disregard for former or existing obligations.



41

4.2

SECTION 4
LOAN MANAGEMENT AFTER CLOSING
Managing Agency

Rehab Financial Corporation (RFC) shall be appointed as trustee for all loans made through the
Homebuyer Assistance Program. RFC is located at 8840 Warner Avenue, Suite 204, Fountain
Valley, CA 92708; the phone number is (714) 841-5060. RFC will provide to the City a quarterly
status report on each account.

Reconveyance of HAP Loan

When the assisted property is sold or other circumstances occur requiring loan pay-off, RFC will
calculate and collect pay-off and complete the Deed of Reconveyance. RFC will ensure the Deed

of Reconveyance is recorded by the Riverside County Recorder and will provide a copy to the
City.
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APPENDIX A

SEQUENCE OF THE HAP PROCESS

Homebuyer
1. With Lender determines HAP eligibility.
2. Selects house that is vacant or owner-occupied and is not new construction.
3. Makes purchase offer which is accepted pending financing.
4, Applies to Participating Lender for financing.
5. Makes arrangements to complete Hombuyer Education and Counseling.
Lender
1. Discusses program guidelines with Applicant(s) and determines eligibility.
2. Prepares and forwards the HAP Application to the City no less than 30 days before
estimated close of escrow.
3. Processes, underwrites, and approves Homebuyer for first mortgage.
4, Forwards all documentation included in the underwriting loan package (Section 2.2) no

less than 15 days before estimated close of escrow.

Realtor
1. Negotiates the purchase contract and ensures a copy is provided to the City.
2. Ensures all required repairs are completed prior to close of escrow.
City
1. Receives and begins processing the HAP Application Package.
2. Issues Commitment to Lender indicating preliminary approval of HAP loan application,
pending receipt of the underwriting package.
3. The City Rehabilitation Inspector inspects the property for violations of Housing Quality
Standards. The realtor will be notified of any corrections required.
4. Receives complete loan package after underwriting.
5. Forwards escrow instructions and loan documents to escrow, including Request for Notice

on first mortgage.
Escrow

1. Coordinate signing of all HAP closing documents by Lender and Borrowers.
2. Records documents with County Recorder.

Lender
1. Funds loan through Escrow.

2. Ensures that Escrow Officer sends complete Close of Escrow Package to the City within
10 days of Closing.



VI.  City

Funds HAP loan through Escrow.

Recieves and reviews Close of Escrow Package.

Conducts random audits of Lender records.

) City forwards closed loan package to Rehab Financial Corporation as Trustee for HAP
Assistance Loan.

PowbhpE

VIil. Rehab Financial Corporation
1. Manage loan until pay off.
2. Calculate HAP loan pay off when required.

3. Prepare and record reconveyance when paid in full.



CITY OF MORENO VALLEY
14177 Frederick Street
P.O. Box 88005
Moreno Valley, CA. 92552
(909)413-3450

APPLICATION AND CERTIFICATION OF APPLICANT

Name of
Applicant(s)

Current Address:

Telephone Number

Address of Property Being Purchased:

1. I/'We acknowledge and understand the following:

a) The Homebuyer Assistance Program is to be used in conjunction with a mortgage
loan for the purchase of a single-family residence. This single family residence
must become my/our principal residence within twenty-one (21) days after closing
of the mortgage loan. The home shall not be used as a business, a rental, or as a
vacation (2") home.

b) The decision to grant the first mortgage loan is completely within the discretion of
the mortgage lender to whom I/we have applied. The City makes no decision in
regard to the approval of any first mortgage loan.

C) I/'We understand and agree that I/we may seek financing from any Lender of
my/our choosing, and that l/we am/are in no way prohibited from seeking
financing from any potential lender, so long as the Lender has executed and
complies with the terms of the Lender Participation Agreement, as prepared by
the City.

d) The decision to grant downpayment and closing cost assistance is within the sole
discretion of the City and is dependent upon my/our application meeting all
requirements of the City’'s Homebuyer Assistance Program and the availability of
funds.

2. I/We certify that my/our household’s gross annual income does not exceed $

3. I/We certify that the number of members in our family is




4, Downpayment and closing cost assistance will not be granted if lI/we have had a previous
ownership interest in any real property during the past one (1) year. In connection with the
requirement listed above, l/we will submit true, complete, signed copies of my/our Federal income
tax returns (Form 1040) for the previous year. If these statements are unavailable, I/we will
cooperate with the lender to submit alternative documentation acceptable to the Lender and the

City.

5. The Lender of the first mortgage will cooperate with the City in providing a complete copy of loan
file for underwriting purposes to the City.

6. I/'We acknowledge that a material misstatement negligently made in any statement by melus in

connection with the application for Homebuyer Assistance will constitute a violation of law
punishable by a fine; and a material misstatement fraudulently made in any statement made by
me/us in connection with an application for Homebuyer Assistance will constitute violation of law
punishable by a fine and a revocation of the Homebuyer Assistance, in addition to any criminal
penalty imposed by law.

7. I/we certify that I/we have read and understood the provisions listed in the document and |(we have
been provided with a copy of this Certification. Notwithstanding the above restrictions, I/we wish to
proceed with the application for Homebuyer Assistance through the City of Moreno Valley.

Date: Signature of Applicant:

Printed Name:

Signature of Applicant:

Printed Name:

Participating Lender:

Lender Representative:

Printed Name:
Title:

APPLICATION INFORMATION REQUESTED FOR STATISTICAL PURPOSES ONLY

Head of Household Ethnicity (Borrower and Co-Borrower)

Male White Black Other

Female Hispanic Asian/Pacific Islander



CITY OF MORENO VALLEY
14177 Frederick Street
P.O. Box 88005
Moreno Valley, CA. 92552
(909) 413-3450

LENDER'S CERTIFICATION OF APPLICANT ELIGIBILITY

(“LENDER”) hereby states

the following:

The Lender has accepted and reviewed the Homebuyer Assistance Application for:
Name(s):

Address:

who shall be referred to as ‘Applicant.”
The Homebuyer Assistance Application was made in conjunction with an application for a first
mortgage loan for the purchase of a single-family residence (the “Residence”) located at:

The Lender hereby certifies that the above-referenced property is an eligible property according to
the Procedures Manual for the Homebuyer Assistance Program (HAP).

The purchase price for the Residenceis $__

The Lender is considering a first mortgage loan to the Applicant in the amount of

$ . This represents a loan-to-value ratio of %, which lender certifies is the
maximum loan for which Applicant will qualify. The proposed total monthly payment (PITI and PMI
premium) will be $

The Applicant’s gross annual household income is $ which is within the
Homebuyer Assistance Program income limits.
7. $ ( %) Amount of down payment requested. (1* and HAP

loan not

to exceed 97% LTV of purchase price)

$ ( %) Amount of closing cost assistance requested. (Not

to
exceed 2.5% of purchase price)

$ ( %) Total Amount of assistance requested. (Not to

exceed

$20,000.00)



10.

11.

12.

13.

14.

15.

16.

17.

Applicant’s gross annual income, as adjusted for family size, is between 0 -120% of the median
income in the Riverside Area AND the total monthly payment (PITI & PMI) for the first mortgage
loan DOES NOT EXCEED 29% of Applicant’s gross monthly income.

AND
Applicant’s total monthly debt DOES NOT EXCEED 40% of Applicant’s gross monthly income.

Lender certifies that the Applicant’s debt ratio has been calculated irrespective of any Mortgage
Credit Certificate for which the applicant may be eligible.

Lender has verified Applicant’s funds for the down payment of the Residence, and hereby certifies
that a minimum of 3% (three percent) of the purchase price of the Residence is from the Applicant’s
own funds.

Lender hereby certifies that Applicant has completed a minimum of six (6) hours of education with
Consumer Credit Counseling Service of the Inland Empire or the Inland Mediation Board.
Certificate of Completion is attached.

Lender hereby certifies that upon review of Applicant’s income tax returns, the applicant has had no
present ownership interest in a principal residence at any time during the one (1) year prior to
(date of application).

The Lender has charged the Applicant only those reasonable fees as would be charged to a
potential borrower applying for a mortgage loan which is NOT in conjunction with a Homebuyer
Assistance Program. Copy of Good Faith Estimate is attached.

Based upon a reasonable investigation, the Lender has no reason to believe that the Applicant has
made any negligent or fraudulent statements, nor any material misstatements in connection with
this application for down payment and closing cost assistance.

Lender certifies that all files and records pertaining to any Homebuyer Assistance Application will be
retained by Lender and made available for random audits by the City of Moreno Valley and/or its
Successors and/or Assigns.

In the event that Lender’s first mortgage loan will be sold to the Federal National Mortgage
Association (“FNMA”), Lender certifies that a valid contract is in existence between Lender and
FNMA allowing for the sale of mortgage loans pursuant to FNMA’s Community Partnership
Program.

Complete copy package of loan file is provided herewith.

By:

Printed Name:

Title:

Date:
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