NOTICE OF SPECIAL MEETING
Sacramento Housing and Redevelopment

Commission
801 12" Street, Sacramento, Commission Room

ROLL CALL

APPROVAL OF AGENDA

APPROVAL OF ACTION SUMMARY SYNOPSIS

1. Synopsis — October 17, 2012

CITIZENS COMMENTS

2. While the Commission welcomes and encourages participation in the Commission
meetings, it would be appreciated if you would limit your comments to three minutes
so that everyone may be heard. Please fill out a speaker card and present it to the
Agency Clerk if you wish to speak under Citizen Comments or on a posted agenda
item. Matters under the jurisdiction of the Commission, and not on the posted agenda,
may be addressed by the general public at this time. Commission attendees are
requested to silence any cell phones or pagers that they have in their possession.

BUSINESS

3. 2013 and Subsequent Years Authorization for Solicitation, Award and Approval of
Annual Expenditure Caps and Per Contract Caps of Routine Services, Supplies,
Maintenance and Public Works Maintenance Projects

4. Designation of the Sacramento Housing and Redevelopment Agency as a
Purchase and Resale Entity (PRE) For the Preservation, Rehabilitation and Sale of
Vacant Section 32 Homeownership Single Family Homes — City report

5. Designation of the Sacramento Housing and Redevelopment Agency as a
Purchase and Resale Entity (PRE) For the Preservation, Rehabilitation and Sale of
Vacant Section 32 Homeownership Single Family Homes — County report

6. Approval of Selection of a Development Team to serve as Master Developer for
the Marina Vista and Alder Grove Public Housing Sites - TO BE DELIVERED

EXECUTIVE DIRECTORS REPORT

Staff reports are available for public review on
the Agency’s website www.shra.org and

Activities Calendar include all attachments and exhibits. Hard

copies are available at the Agency Clerk's
ITEMS AND QUESTIONS OF office (801 12% Street) for 10 cents per page.
COMMISSION MEMBERS A copy of materials for this agenda will be

available at the meeting for public review.
Assistance for_ the Disabled: Meeting
ADJOURNMENT facilities are accessible to persons with
disabilities. If you require special assistance
to participate in the meeting, notify the Agency
Clerk at (916) 440-1363 at least 48 hours prior
to the meeting.
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SYNOPSIS

Sacramento Housing and Redevelopment Commission (SHRC)
October 17, 2012
ROLL CALL

The Sacramento Housing and Redevelopment Commission meeting was called to order at
6:00 p.m. by Vice - Chair Cyril Shah.

PRESENT: Alcalay, Chan, Griffin, LeDuc, Morgan, Morton, Shah, Stivers
ABSENT: Gore, Johnson, Rosa

STAFF PRESENT: Vickie Smith, Tia Patterson, LaShelle Dozier, Don Cavier, Nick Chhotu,
Chris Pahule, MaryLiz Paulson, Karen Wallace, Brian Lengyl, Jim Shields

APPROVAL OF AGENDA

The Chair announced that item number 6 would be presented prior to item number 4 and that
items 4 and 5 would be presented together.

1. APPROVAL OF ACTION SUMMARY SYNOPSIS

Action Summary Synopsis for October 3, 2012 was approved

2. CITIZEN COMMENTS

Sandra Strong made comments about the HPRP Program.

CONSENT

3. Acguisition of 2793 Meadowview Road

The Commission recommended approval of the staff recommendation for the item
listed above. The votes were as follows:

AYES: Alcalay, Chan, Griffin, LeDuc, Morgan, Morton, Shah, Stivers
NOES: none

ABSENT: Gore, Johnson, Rosa

PUBLIC HEARING

4. 2013 Sacramento Housing and Redevelopment Agency Proposed Budget — County of
Sacramento

5. 2013 Sacramento Housing and Redevelopment Agency Proposed Budget — City of
Sacramento
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October 17, 2012
Don Cavier and LaShelle Dozier presented the items.

Commissioner Chan asked if the Agency has looked into selling properties to produce
income for the Agency.

Staff indicated that this is a strategy that is being pursued and that some assets have
been sold.

Commissioner Griffin recommended that staff notify the media to alert them of the
crisis in housing that would be caused by the federal budget cuts.

Commissioner Stivers asked about the process to cancel vouchers if that becomes
necessary. Staff indicated that the newest voucher holders would be the first to lose
their voucher.

Commissioner LeDuc asked for information about the Green street project which staff
provided.

The Commission recommended approval of the staff recommendation for the item
listed above. The votes were as follows:

AYES: Chan, Griffin, LeDue, Morgan, Morton, Shah, Stivers
NOES: none

ABSENT: Gore, Johnson, Rosa

Not present to vote: Alcalay

6. Approval of Disposition and Development Agreement, Loan Modification and
Assignment for Quinn Cottages

Steve Lierly presented the item.

Commissioner Stivers thanked staff and Mercy Housing for working out issues on the
project.

Commissioner Alcalay asked for details about the proposed loan modification which
staff provided.

Commissioner LeDuc asked for information about why the project was in such poor
condition. Staff indicated that the property was under an increased amount of stress
because of the population they served. Steven Dawes from Mercy Housing indicated
that the cost for renovation will also include energy efficiency measures that were not
included in the previous renovations. Steven indicated that parts of the building had
“lived its useful life” and parts were deteriorated because of deferred maintenance due
to lack of cash flow.



SHRC Synopsis
October 17, 2012

Commissioner Shah expressed support for Mercy Housing and for the Quinn Cottages
project.

LaShelle Dozier, SHRA Executive Director, reminded the group that this action will
also change the project to permanent supportive housing instead of transitional
housing and Mercy will still need to continue to seek public service dollars for the
supportive services long term.

The Commission recommended approval of the staff recommendation for the item
listed above. The votes were as follows:

AYES: Alcalay, Chan, Griffin, LeDuc, Morgan, Morton, Shah, Stivers
NOES: none

ABSENT:. Gore, Johnson, Rosa

BUSINESS

7. Approval of Grant Agreement with the Sacramento County Tobacco Securitization
Corporation for the 41% Avenue Community Center

Craig Locke presented the item.

The Commission recommended approval of the staff recommendation for the item
listed above. The votes were as follows:

AYES: Chan, Griffin, LeDuc, Morgan, Morton, Shah, Stivers
NOES: none

ABSENT: Gore, Johnson, Rosa
Not present to vote: Alcalay

EXECUTIVE DIRECTORS REPORT

La Shelle Dozier reviewed the following items:
¢ Activities calendar
626 | Street open house — 11am October 30th
Foothill Farms senior apartments grand opening 11am — November 13
« Final commission meetings of the year will be November 14" and December 12",

ITEMS AND QUESTIONS OF COMMISSION MEMBERS

None
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October 17, 2012
ADJOURNMENT

As there was no further business to be conducted, Vice-Chair Shah adjourned the meeting at
7:40 p.m.

AGENCY CLERK
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Sacramento Housing and Redevelopment Commission
Sacramento, California

Honorable Members in Session:

SUBJECT 2013 AND SUBSEQUENT YEARS AUTHORIZATION FOR
SOLICITATION, AWARD AND APPROVAL OF ANNUAL EXPENDITURE CAPS AND
PER CONTRACT CAPS OF ROUTINE SERVICES, SUPPLIES, MAINTENANCE AND
PUBLIC WORKS MAINTENANCE PROJECTS

RECOMMENDATION

Staff recommends adoption of the attached resolution(s) which authorize(s) the
Executive Director or her designee to: 1) solicit competitive bids and proposals, and
award contracts according to adopted Agency Procurement Policy and Procedures for
routine and recurring services, supplies, maintenance, and public works maintenance
projects and, 2) authorizes the Executive Director or her designee to execute contracts,
in amounts not to exceed annual expenditure or per contract amounts set forth for
routine and recurring services, supplies, maintenance, and public works maintenance
projects.

CONTACT PERSONS

Mary L. Lyon, Program Manager, 449-6263
Wayne Whitley, Procurement Services Supervisor, 440-1327

SUMMARY

The attached resolution authorizes the Executive Director to solicit competitive bids
and/or proposals, make awards, and enter into agreements with the responsive and
responsible bidders and/or offerors for the services, supplies, and maintenance related
services and public works maintenance projects required in 2013 and the subsequent
years as set out in Attachment 1.

BACKGROUND

As in previous years, the Agency will procure routine services and supplies for various
Agency operations such as general administration, housing maintenance and
management. This staff report covers anticipated services, supplies, and maintenance
related services and public works maintenance project requirements during 2013 and
subsequent years. If the length of the contract is greater than one year, the resolution
authorizes the Executive Director to amend the contract each subsequent year for the
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dollar amounts listed up to the total number of years listed. Any procurement that
exceeds $100,000 and is not included in this report or in the adopted budget resolution
will be presented individually for approval at a future Commission meeting.

FINANCIAL CONSIDERATIONS

Attachment 1 outlines the anticipated procurements for 2013 and subsequent years.
This list is similar to the types of routine service and maintenance projects that have
been previously approved by the Commission and staff does not anticipate any
substantial changes to the specifications.

As always, services, supplies, and routine maintenance related services and public
works maintenance projects will be procured by competitive bids and proposals in
accordance with the Agency Procurement Policy and Procedures. Funds for the above
services, supplies, and fixed assets will be budgeted in the requesting departments’
2013 and subsequent years operating or project budgets.

POLICY CONSIDERATIONS

Agency procurement policy requires that all purchase orders and agreements for routine
services, supplies and maintenance exceeding $100,000 be approved by the
Sacramento Housing and Redevelopment Commission. Any activities exceeding that
amount that are not listed in Attachment 1 will be brought back to the Commission for
review and approval. Actions proposed in this report are consistent with adopted
Agency Procurement Policy and no changes to that policy are currently recommended.

ENVIRONMENTAL REVIEW

California Environmental Quality Act {CEQA): The proposed actions consist of
solicitation and award of services, supplies, and maintenance related services. The
following listed services are considered operation, repair, and/or maintenance of
existing facilities, and as such, are categorically exempt pursuant to California
Environmental Quality Act (CEQA) Guidelines Section 15301: asphalt surfacing, fire
protection services, general construction services, glazing and board-up, gutter
cleaning, Haz Mat abatement, janitorial services — commercial and residential, pest
control services — inspection & treatment, plumbing services, and waste removal
services. The remaining services, which include auditing services, document imaging,
Microsoft Enterprise Licensing Agreement, security guard services, and vehicle
purchases are administrative or maintenance activities which are not considered
projects pursuant to CEQA Guidelines Section 15378, and do not require environmental
review.

National Environmental Policy Act (NEPA): The following proposed actions are
categorically excluded from further environmental review under NEPA per 24 CFR
58.35 (b) (3), which excludes operating costs including maintenance, security, utilities,
furnishings, equipment, supplies, and other incidental costs: vehicle purchases, security
guard services, fire protection services, janitorial services — commercial and residential,
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pest control services inspection and treatment, general construction services, plumbing
services, waste removal services, document imaging services, auditing services, and
Microsoft Enterprise Licensing Agreement. The remaining actions consist of repair or
replacement activities that have not yet been specified. These activities would be on
agency properties and the extent would be determined on a case-by-case basis. All of
these services, which include asphalt surfacing, glazing and board up, gutter cleaning,
and Haz Mat abatement, would likely be either categorically excluded from further
environmental review under NEPA per 24 CFR 58.35 (b) (3), or categorically excluded
per 24 CFR 58.35 (a) (1). Further environmental review will be completed once
specific repairs or replacement activities are identified, and prior to any choice limiting
action(s).

M/WBE AND SECTION 3 CONSIDERATIONS

Minority and Women’s Business Enterprise and Section 3 requirements will be applied
to all activities to the extent required by federal funding to maintain that federal funding.

Respectfully submitted,

-

D
ecutive Director



ATTACHMENT 1

2013 AND SUBSEQUENT YEARS AUTHORIZATION FOR SOLICITATION, AWARD
AND APPROVAL OF ANNUAL EXPENDITURE CAPS AND PER CONTRACT CAPS
OF ROUTINE SERVICES, SUPPLIES, MAINTENANCE AND
MAINTENANCE RELATED SERVICES

2013 and

Subsequent Years

Procurements

Descripticn

Annual Services
Expenditure Caps

Maximum Length of
Contract

Asphait Surfacing

$100,000

Auditing Services

$250,000

Document Imaging — HCV

$125,000

Fire Protection Services

$150,000

General Construction
Services

$100,000

Glazing and Board-up

$150,000

Gutter Cleaning

$150,000

Haz Mat Abatement

$200,000

Janitorial Services -
Commercial

$200,000

Microsoft Enterprise
Licensing Agreement

$136,000

Pest Control Services —
inspection & Treatment

$175,000

Plumbing Services

$175,000

Security Guard Services

$250,000

Vacancy Janitorial Services
— PHA/Residential

$300,000

Vehicle Purchases

$200,000

Waste Removal Services

$450,000




RESOLUTION NO. SHRC-

ADOPTED BY THE SACRAMENT(Q HOUSING AND REDEVELOPMENT COMMISSION UNDER THE
AUTHORITY DELEGATED TO THE COMMISSION PURSUANT TO CALIFORNIA HEALTH AND SAFETY
CODE, SECTION 33202 BY RESOLUTION NO. RA 81-083 ADOPTED BY THE REDEVELOPMENT AGENCY
OF THE CITY OF SACRAMENTO ON OCTORER 20, 1981, AND BY RESOLUTION NO. RA-83 ADOPTED BY
THE REDEVELOPMENT AGENCY OF THE COUNTY OF SACRAMENTO ON OCTOBER 27, 1981, AND
PURSUANT TO CALIFORNIA HEALTH AND SAFETY CODE SECTION 34292 BY RESOLUTION NO. HA
81-098 ADOPTED BY THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO ON OCTOBER 20,
1981, AND BY RESOLUTION NO. HA-1497 ADOPTED BY THE HOUSING AUTHORITY OF THE COUNTY
OF SACRAMENT(Q ON OCTOBER 27, 1981.

ON DATE OF

November 14, 2012

2013 AND SUBSEQUENT YEARS SOLICITATION AWARD AND APPROVAL OF
ANNUAL EXPENDITURE CAPS AND PER CONTRACT CAPS OF ROUTINE
SERVICES, SUPPLIES, MAINTENANCE AND PUBLIC WORKS MAINTENANCE
PROJECTS

NOW, THEREFORE, BE IT RESOLVED BY THE SACRAMENTO HOUSING AND
REDEVELOPMENT COMMISSION:

Section 1. All the evidence presented having been fully considered, the findings, including
but limited to the environmental findings, as stated in the staff report that accompanies this
resolution are found to be true and correct.

Section 2. The Executive Director or her designee is authorized to solicit competitive bids
and proposals, and award contracts according to adopted Agency Procurement Policy and
Procedures for routine and recurring services, supplies, maintenance and public works
maintenance projects set forth in Attachment 1.

Section 3. The Executive Director or her designee is authorized to execute contracts for
routine and recurring services, supplies, maintenance and public works maintenance projects, in
amounts not to exceed the annual expenditure cap or per contract cap set forth in Attachment 1.

CHAIR

ATTEST:

CLERK
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November 14, 2012

Sacramento Housing and
Redevelopment Commission
Sacramento, CA
Honorable Members in Session:
SUBJECT:
Designation of the Sacramento Housing and Redevelopment Agency as a Purchase
and Resale Entity (PRE) For the Preservation, Rehabilitation and Sale of Vacant
Section 32 Homeownership Single Family Homes
SUMMARY
The attached report is submitted to you for review and recommendation prior to

consideration by the City of Sacramento.

RECOMMENDATION

The staff recommends approval of the recommendations outlined in this report.

Attachment

801 12" Street, Sacramento, CA 95814



REPORT TO HOUSING AUTHORITY

City of Sacramento
915 | Street, Sacramento, CA 95814-2671
www.CityofSacramento.org
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Consent

December 4, 2012

Chair and Members of the Housing Authority Board

Title: Designation of the Sacramento Housing and Redevelopment Agency as a
Purchase and Resale Entity (PRE) For the Preservation, Rehabilitation and Sale of
Vacant Section 32 Homeownership Single Family Homes

Location/Council District: Citywide

Recommendation: Adopt a Housing Authority Resolution which: 1) approves an
amendment to the Section 32 Homeownership Plan to transfer ownership of vacant
Section 32 single family homes to the Sacramento Housing and Redevelopment
Agency (SHRA) who will act as a Purchase and Resale Entity (PRE) to preserve,
renovate, and sell the houses to qualified low income home buyers, 2) authorizes the
Executive Director, or designee, to amend the Agency budget to loan $500,000 from the
City Public Housing Homeownership Fund to the SHRA PRE Fund to cover the
preservation, rehabilitation, and sales costs of the properties to be completed within five
years from the execution of the agreement with SHRA as PRE, 3) authorizes the
Executive Director, or designee, to execute documents to amend the Section 32
Homeownership Plan and to establish a PRE agreement with SHRA, and 4) authorizes
the sale of vacant single family homes in the Section 32 Homeownership Plan to SHRA
as PRE for fair market value in an agreement approved by Agency Counsel.

Contact: Nick Chhotu, Assistant Director, SHRA, Public Housing, 916-440-1334, Mark
Stephenson, Management Analyst, SHRA, Public Housing, 916-449-6212

Presenters: NA
Department: Sacramento Housing and Redevelopment Agency
Description/Analysis

Issue: This report recommends that the Housing Authority of the City of
Sacramento’s Section 32 Homeownership Plan, adopted in 2006, be amended to
transfer ownership of vacant Section 32 Homeownership single family homes
from the Housing Authority of the City to the Sacramento Housing and
Redevelopment Agency as a Purchase and Resale Entity (PRE) using seller
carry back loans or other similar arrangements for Fair Market Value given their
“as is” condition. SHRA as PRE will purchase, renovate, and sell the homes to
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qualified low-income home buyers. All sales proceeds, after SHRA’s carry back
loan and renovation/holding costs are deducted, will be placed in the City Public
Housing Homeownership fund.

Policy Considerations: Rehabilitating rental single family homes and selling
them to new lower-income homeowners are activities endorsed by the City in its
Housing Element. Rehabilitating and selling the houses to low income home
buyers is also consistent with the Housing Authority’s Asset Repositioning
Strategy and will remove the vacant houses from the public housing inventory.

Economic Impacts: not applicable

Environmental Considerations: The actions proposed are in furtherance of the
disposition and rehabilitation of Housing Authority owned properties. Therefore,
these actions are categorically exempt pursuant to the California Environmental
Quality Act Guidelines Section 15301, as actions on existing facilities that do not
change or expand existing uses.

The proposed actions are in furtherance of the disposition and rehabilitation of
Housing Authority owned properties, which are categorically excluded under
National Environmental Policy Act regulations, pursuant to 24 CFR 58.35(a)(5)
and 24 CFR 58.35(a)(3)(i), respectively.

Sustainability Considerations: not applicable

Commission Action: At its meeting of November 14, 2012, the Sacramento
Housing and Redevelopment Commission considered the staff recommendation
for this item. The votes were as follows:

AYES:
NOES:
ABSENT:

Rationale for Recommendation: In 1996, the Housing Authorities of the City
and County of Sacramento reclassified 369 single family public housing rental
units and obtained approval from the United States Department of Housing and
Urban Development (HUD), under HUD’s 5h program to remove them from the
active public housing rental inventory. The 5h program was later converted into
the Section 32 program in February, 2006. The intent of the Section 32
Homeownership Plan was to sell the remaining vacant single family homes to
low-income home buyers and provide more flexibility which would allow more
residents to purchase the homes. Through the 5h and Section 32 programs, 218
homes have been sold to first time low income home buyers.

As of November 5, 2012, 111 Section 32 single family homes remain in the City
with 32 currently vacant and needing substantial renovations to prepare them for
sale. The remaining 40 homes are located in the County of Sacramento. The

2
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Housing Authority suspended its efforts to sell Section 32 homes in early 2009
due to continued deterioration of the housing market.

By amending the Section 32 Homeownership plan and transferring ownership of
the 32 vacant single family homes from the Housing Authority of the City of
Sacramento to SHRA as a Purchase and Resale Entity the houses will be
removed from the public housing inventory and placed with SHRA as PRE where
the houses can be sold to low income home buyers and avoid further penaity
from HUD.

The 32 vacant Section 32 houses have been vacant pending stabilization of
property values. Should these vacant homes remain in the Housing Authority’s
inventory, there is a risk of reduced operational funding, as the houses would be
counted against the occupied units and artificially reduce occupancy ratings.

Because the units are part of the Section 32 program, the Housing Authority can
designate a PRE to preserve, renovate, and release units for sale over a five-
year period. This makes it less likely for any neighborhood to be burdened by an
excessive number of homes being sold at once that may serve to further depress
area property values,

SHRA is uniquely qualified to act as PRE since it has procurement, construction,
property management, and homebuyer education programs in piace through
qualified personnel, organizational capacity, and contractual agreements and has
the capacity to quickly get the units renovated and qualified home buyers ready
to take possession.

Financial Considerations: Initial funding for the PRE will be in the form of a lcan of
$500,000 from the City Public Housing Homeownership Fund to SHRA for rehabilitation
and holding costs. The City Homeownership Fund originated from sales proceeds of
earlier Section 32 and Section 5h houses to low income home buyers.

SHRA will repay the loans over a five year period from the proceeds of the sale of the
properties to qualified homebuyers. The initial rehabilitation budget is $500,000, with
$400,000 allocated for estimated renovations and $100,000 estimated for holding costs.
The initial loan will be disbursed as costs are incurred by the PRE. Years two and three
of the effort may require additional loans from the fund as renovation proceeds but
before units are sold. It is expected that the City Public Housing Homeownership funds
will be fully reimbursed by SHRA for expenses related to the renovation upon the sale of
the units. However, the Housing Authoerity must have approval to write down the seller
carry back loan if the final sales price is insufficient to pay the outstanding line of credit
and total amount of seller carry back loan.
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M/WBE Considerations: Minority and Women’s Business Enterprise requirements will
be applied to all activities to the extent required by federal funding to maintain that
federal funding.

Table of Contents
Report pg. 1
Attachments
1 Resolution pg. 5
Exhibit A — Amended Section 32 Homeownership Plan pg. 8
Exhibit B — PRE Agreement with SHRA pg. 25
2. List of Section 32 vacant homes pg. 30
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RESOLUTION NO. 2012 -
Adopted by the Housing Authority of the City of Sacramento

on date of

AMENDMENT OF THE SECTION 32 HOMEOWNERSHIP PLAN TO
DESIGNATE SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
(SHRA) AS A PURCHASE AND RESALE ENTITY (PRE) FOR THE

PRESERVATION, REHABILITATION, AND SALE OF VACANT SECTION 32

SINGLE FAMILY HOMEOWNERSHIP UNITS

BACKGROUND

A.

The Housing Authority of the City of Sacramento currently owns 32 vacant
single family houses that are part of a HUD-approved Section 32
Homeownership Plan that authorizes the sale of single family houses to
low-income home buyers.

Vacant Section 32 homes often require considerable rehabilitation prior
to sale to a low income family.

The Housing Authority of the City of Sacramento, as part of its asset
repositioning strategy, desires to avoid HUD’s penalty for carrying vacant
units in its public housing inventory.

The Housing Authority of the City of Sacramento desires to designate the
Sacramento Housing and Redevelopment Agency {(SHRA) as a Purchase
and Resale Entity (PRE) and transfers ownership of all vacant Section 32
single family houses to SHRA using seller carry back loans for Fair Market
Value given their “as is” condition. SHRA as PRE is to facilitate the
preservation, rehabilitation and sale of the units to low income families
without penalty from HUD, subject to a five year time limit.

Establishing a PRE requires approval of an amendment to the Section 32
Homeownership Plan by the Local Governing Bodies of the City of
Sacramento Housing Authority and the Sacramento Housing and
Redevelopment Agency to satisfy HUD.

The PRE must have the authority to act to purchase, preserve, renovate,
and sell the homes to qualified low income buyers. Each Housing
Authority shall have the ability to write down the seller carry back loan if
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the final sales price does not cover SHRA's line of credit obligation and
seller carry back loan.

G. The actions proposed are in furtherance of the disposition and
rehabilitation of Housing Authority owned properties. Therefore, these
actions are categorically exempt pursuant to the California Environmental
Quality Act Guidelines Section 15301, as actions on existing facilities that
do not change or expand existing uses.

H. The proposed actions are in furtherance of the disposition and
rehabilitation of Housing Authority owned properties, which are
categorically excluded under National Environmental Policy Act
regulations, pursuant to 24 CFR 58.35(a)(5) and 24 CFR 58.35(a)(3)(i),
respectively.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE HOUSING
AUTHORITY OF THE CITY OF SACRAMENTO RESOLVES AS FOLLOWS:

Section 1. After due consideration of the information presented, the
statements in the Background, including the environmental
statements, are found to be true and correct.

Section 2.  The Housing Authority of the City of Sacramento hereby amends its
Section 32 Homeownership Plan, included as Exhibit A, to
designate the Sacramento Housing and Redevelopment Agency
(SHRA) act as a Purchase and Resale Entity (PRE) and to take
ownership of vacant single family homes that are part of the
Section 32 Homeownership Plan.

Section 3.  The Executive Director, or designee, is authorized to execute
documents relating to the Section 32 Homeownership Plan
amendment and the PRE Agreement, included as Exhibit B, that
establishes SHRA as the PRE. The Housing Authority of the City
of Sacramento hereby offers the vacant single family homes to
SHRA as PRE through seller carry back loans or similar
arrangements for Fair Market Value given their “as is” condition.
This sale and transfer removes the Section 32 Homeownership
Plan vacant single family homes from the public housing inventory
of the Housing Authority of the City of Sacramento.

Section 4.  The Executive Director is authorized to amend the budget and use
the City Public Housing Homeownership Fund to pay the expenses
of the PRE attributed to vacant units located in the City. An
administrative budget of $500,000 shall be established for
management of 32 vacant Section 32 single family homes located
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Section 5.

December 4, 2012

in the City of Sacramento. The $500,000 is apportioned as follows:
$400,000 for renovation and $100,000 for holding costs. This may
be drawn against the budget as a line of credit repayabie within five
years. Once the PRE has rehabilitated and sold these Section 32
homes, the sales proceeds shall placed into the City Public
Housing Homeownership Fund. If the final sales price is not
sufficient to satisfy the seller carry back ioan and the line of credit
incurred during preservation and renovation, the Housing Authority
shall have the ability to write down the seller carry back loan to
balance the transaction.

The Executive Director, or designee, shall be authorized to amend
the budget, and enter into any loan agreements or other documents
as approved as to form by Agency counsel, with SHRA necessary
to implement the activities authorized by this resolution.

Table of Contents:
Exhibit A — Amended Section 32 Homeownership Plan
Exhibit B — PRE Agreement with SHRA



Exhibit A

SACRAMENTO HOUSING AND REDEVELOPMENT
AGENCY

AMENDED
SECTION 32 HOMEOWNERSHIP PLAN
FOR THE HOUSING AUTHORITIES OF THE
CITY AND COUNTY OF SACRAMENTO

Office of the Executive Director
Public Housing Authorities
801 12" Street
Sacramento, California 95814

Initially approved: February 2005
Amended December, 2012



SECTION 32 HOMEOWNERSHIP PLAN
Amended December 2012

Executive Summary

The Sacramento Housing and Redevelopment Agency (Agency) requests that HUD approve a
Section 32 homeownership program for the rehabilitation and sale of the 212 remaining two- and
three-bedroom single family homes in the public housing inventory of the Housing Authorities
of the City and County of Sacramento (collectively the public housing authorities [PHA]). The
homes will be sold to low-income families as prescribed by the Section 32 regulations at 24 CFR
Part 906.

The Department of Housing and Urban Development approved a 5(h) Homeownership Program
for the Sacramento PHAs on December 29, 1996, which was adopted by the Sacramento
Housing and Redevelopment Commission on May 21, 1997. At that time, the Agency included
its entire inventory of 389 scattered single family homes in the program since their operation and
maintenance were not cost-effective. To date, 60 of those homes have been sold. Although the
program has been successful in gaining homeownership for public housing residents and
Housing Choice Voucher participants, several obstacles prevented the Agency from meeting its
ambitious sales goals in the previously approved plan. Most significant was the number of
existing residents in units authorized for sale under the 5(h) homeownership plan who declined
to purchase or who were not eligible to purchase their units; consistent with 5(h) regulations, the
Agency could not cause those families to relocate.

To more effectively accomplish its homeownership goals, the Agency has recently requested
HUD to allow it to reduce the number of homes to be sold under the 5(h) program to 73, all of
which are vacant. The Agency’s request for a reduction of units in its 5¢h) plan was
accompanied by the statement that it would submit a Section 32 Homeownership Program for the
remaining homes as quickly as possible.

Goals and Objectives of the Homeownership Plan

The goal of the proposed Section 32 program is to provide 212 homeownership opportunities for
the public housing residents, Housing Choice Voucher holders, and other low-income
households in the City and County of Sacramento. The average resale price for a home in the
Sacramento region is now over $315,000, with very few homes on the market for under
$200,000. The Section 32 program will re-open this opportunity for Sacramento’s lower income
families.

The Sacramento Housing and Redevelopment Agency will provide direct assistance to the low-
income purchasers, including downpayment and closing cost assistance, counseling, relocation,
and subordinate financing, as well as manage the procurement, rehabilitation, marketing, and
sales of the homes. The Agency will cooperate with local lending institutions and a variety of
public and private lenders to arrange financing at the lowest available interest rates, and to secure



other subsidies to attain affordability for families with incomes at or below 80 percent of the area
median income (AMI) whose credit and debt allow them to qualify for private mortgages.

The Agency’s staff is experienced in implementing homeownership and single family
rehabilitation programs. The Agency operates a number of first-time homebuyer programs
available to Section 32 purchasers, including downpayment and closing cost assistance, deferred
second loans, the American Dream Initiative second loan financing and Mortgage Credit
Certificates. (Please see Attachment C for a chart of Agency homeownership programs.) In
addition, public housing residents in the Family Self Sufficiency (FSS) program build equity
through Federal Home Loan Bank-funded Individual Development Accounts which match on a
3-to-1 basis the savings that families accrue for downpayments. Therefore, public and privately
funded programs are available to assist candidates for the program who demonstrate their
eligibility for homeownership.

In addition to current residents and voucher holders and waiting list candidates, the Consolidated
Plan of the City and County of Sacramento identifies 5,000 low-income families in the Agency’s
jurisdiction with qualifying incomes for homeownership. Given its on-going commitment to
homeownership, which has created over 4,384 low-income and very low-income homeowners
during the past six years alone, the Agency believes this Section 32 homeownership program is
workable with sound potential for long-term success.

Method of Sale: Property Description

See Attachment A for the list of properties.

The Agency will sell the 212 two- and three-bedroom single family homes directly to low-
income tenants or eligible families in fee simple conveyance. The list in Attachment A includes
the HUD project number, street address, bedroom distribution, vacancy at the time of application,
and number of household residents currently in the units.

Amended December 2012

For remaining vacant single family houses in the Section 32 Homeownership program, the

Housing Authorities of the City and County of Sacramento desire to use a Purchase and Resale
Entity (PRE) to preserve, renovate, and sell the homes. The Sacramento Housing and
Redevelopment Agency (SHRA) will act as the PRE by purchasing the houses from the Housing

Authorities using seller carry back loans or similar arrangements for current Fair Market Value
taking into account their “as is” condition. SHRA as PRE will sell single family houses in the

Section 32 program to qualified low income families. The purchase asreement shall include the
deed of trust ensuring affordability for qualified low income homebuvers,

SHRA shall preserve, renovate, and sell the houses to qualified low income families. SHRA

expenses shall be paid from a line of credit from the City and County Public Housing
Homeownership funds. The line of credit and carry back loan shall be repaid by SHRA as each
house is sold. Any proceeds remaining shall accrue to the respective funds from which they
were originally withdrawn. Any loss on the sale of the house, after documented expenses to the
line of credit, shall be deducted from the seller carry back loan. SHRA shall provide reports on
the costs involved and sale of each house.
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SHRA as PRE will also be responsible for identifying and preparing qualified low income
families who are ready for homeownership and want to purchase the houses. Program costs shall

be recovered upon sale of each house. SHRA shall have five vears to sell renovated houses to
low income families. If any house shall not be sold within five vears, ownership shall revert to
the Housing Authorities of the City and County of Sacramento under the same terms as they
were originally acquired by SHRA, depending on the location of the home.

Repair or Rehabilitation

The 212 properties included in the Section 32 program need a range of rehabilitation work to
meet or exceed applicable local codes and Housing Quality Standards. The majorities of homes
were built in the 1950s and1960s, and have similar characteristics with the homes sold or being
rehabilitated under the current 5¢h) program. In addition to housing authority maintenance and
unit turnover records for the homes to be included under the Section 32 program, the current
rehabilitation work being undertaken on the 5(h) homes provides a reasonable basis for
estimating Section 32 rehabilitation costs. Those costs are estimated at an average of $95,000
for the rehabilitation work, including HUD requirements for lead-based paint and asbestos
assessment and remediation. Attachment B provides the Physical Need Assessment form used by
the Agency and an example of the condition of a typical single family property in the PHA
homeownership program.

Upon rehabilitation completion, the major components will have a remaining useful life that is
sufficient to justify a reasonable expectation that homeownership will continue to be affordable
by the purchasers over time. Accordingly, the major building systems will have a remaining
useful life of 5 — 15 years. The Agency will continue its practice of providing the homeowner a
warranty policy through an established company. It will cover the major systems for one year,
after which time the homeowner assumes responsibility. The minimal cost of the policy is
included in the purchase price.

The after-rehab value of the three-bedroom properties, estimated at $220,000, is based on current
appraisals for the homes sold under 5(h) and a list of 350 comparable single family homes sold
in the last quarter of 2004 in the same neighborhoods in which the majority of the Section 32
homes are located. The estimated value for two-bedroom properties (ten percent of the units) is
$190,000. The comparables included the following values: floor space 900 — 1,000 square feet;
lot square footage — 6,800 to 8,000 square feet; year built range from 1956 to 1958; and all one-
story homes.

The rehabilitation plan for each unit includes the following (shown also on the Implementation
Schedule):

Physical needs inspection of the unit by an Agency construction technician
Scope of work and specifications prepared, including architectural plans on an as-needed
basis

e Bidding package prepared for a group of 5-15 homes, depending on condition and
location
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Selection of contractor(s)
Compliance monitoring established for Davis-Bacon wages, minority and small business
enterprises, etc.
Construction contract administration
¢ Close-out: final inspection, completion and occupancy notices, etc.

Contract award and administration follow federal procurement standards and California public
contract code, when applicable (depending on the source of funds used for rehabilitation).
Hazardous materials (asbestos and lead-based paint) will be abated. When a prospective
purchaser with disabilities requests accessible features, the features will be added in accordance
with 24 CFR parts 8 and 9.

If an HCV homeownership participant chooses to purchase a Section 32 home, the Agency will
provide an independent entity to perform the following rehabilitation duties:

e Conduct the initial housing quality standards (HQS) inspection; and
e Review the independent inspection report.

(Additional HCV-related duties by the independent housing entity are described below under
“Sale and Financing.”)

See Attachment B for the Physical Need Assessment form and an example of the
condition of a typical property

Purchaser Eligibility and Selection

Selection Process

The Agency’s homeownership staff will offer the right of first refusal to the residents occupying
the units, all of whom are below the low-income (80 percent of area median income) standard for
the program, according to the PHA’s annual income recertifications. The homeownership staff
will provide information on the Section 32 program, its application process and eligibility
requirements.

The Agency has been operating a 5(h) homeownership program since 1999 and an HCV
homeownership program available to public housing residents and HCV participants for the past
three years. As a result of communicating about these programs, there are over 80 HCV and
resident households who are currently in the counseling and credit-repair process, working
toward mortgage ¢ligibility. In addition there are also 155 families participating in the Family
Self-Sufficiency (FSS) Program, many of whom are already involved in savings plans under the
Agency’s Individual Development Account program. Because of these prior outreach efforts,
the Agency will turn its information and marketing efforts toward these households already in
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the homeownership counseling process, following the right of refusal process with the current
occupants of the units.

Additionally, the Agency in March 2005 will contact current public housing residents and
Housing Choice Voucher holders with incomes between 50 percent of median and 80 percent of
median in order to maintain a pool of potentially eligible households. As these priority
purchasers work their way through homeownership counseling and mortgage eligibility, they
will be given priority in home purchase.

It there arc not sufficient eligible purchasers from these sources of applicants, the Agency will
broadly market the program to other low-income families in the city and county. (Please see
Attachment - Affirmative Marketing Plan.) Low-income residents in rental affordable housing
developments with homeownership counseling and savings plans in place will be contacted as
part of the Affirmative Marketing Plan.

Eligibility is limited to households who are capable of assuming the financial obligations of
homeownership, as outlined below. Applicants who have met basic eligibility standards are
required to attend homebuyer counseling programs if they have not previously enrolled or
completed the required courses or need further attention for credit repair. Upon completing the
homebuyer counseling program and obtaining a mortgage commitment, applicants will be given
the choice of properties in the program. The rehabilitation schedule for the single family
properties will be available to the participants throughout the program.

To summarize, the selection process will start with the public housing resident occupying the
unit followed by families enroiled in Agency’s FSS program and HCV homeownership
candidates that responded to previous outreach and information sessions and are undertaking
homeownership counseling and credit repair. For all of those and any further participants from
public housing, the voucher program, and the general public, an initial determination of
eligibility is made on the basis of the following requirements:

Eligibility Requirements

In order to be selected as a participant in this program, applicants shall meet the following
selection criteria:

1. Each applicant must complete a program application, with references.

2. At least one family member must be gainfully employed or have an established source of
continuing homeownership-appropriate income for a period of at least two (2) years.

3. Applicants must be current in all rent obligations for at least twelve months and not have any
outstanding charges for damages to any apartment nor incurred excessive maintenance
charges in the past year;

4. Acceptance as a participant is conditioned upon receipt of an acceptable credit report.

5. Participants shall not have an income greater than 80 percent of area median income for their
respective family size.
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6. Participants must be able to afford an average monthly estimate for mortgage principal and
interest, insurance, real estate taxes, utilities, maintenance and other regularly recurring
homeownership cost not to exceed the sum of 35 percent of income and any subsidy that will
be available for such payments.

7. Participants must demonstrate the ability to contribute from their own resources a portion of
the downpayment that is not less than one percent of the purchase price of the housing.

8. Purchasers shall occupy the home as their principal residence and be a first-time homebuyer.
(“First-time homebuyer” means that neither the purchaser nor spouse has owned a home
during the last three years, with the following exceptions: a displaced homemaker who
worked primarily without remuneration and who owned a home with a previous spouse; and
a purchaser with children who is legally separated but who owned a home with a previous
spouse.)

9. Participants must complete homebuyer counseling programs (described in more detail under
“Counseling™).

Sale and Financing

Method of Sale and Ownership

All properties will be made available for sale after completion of the rehabilitation work. They
will be sold as fee simple property.

Below-market Financing

The Sacramento Section 32 homeownership program will provide below market purchase prices
to ensure the homes affordability to eligible buyers. The market value of the properties will be
established by appraisal, and the affordable price (the discounted market price) will be
established based on what a low-income household could afford for two- and three-bedroom
homes. The calculation of affordability, which determines the affordable purchase price,
includes monthly estimates for mortgage principle and interest, insurance, real estate taxes,
utilities, maintenance and other recurring costs such as flood insurance and mortgage insurance.
These costs may not exceed 35 percent of income plus any other subsidy used for monthly

payments.

The difference between the affordable price and the market value of the home will be captured in
a promissory note and deed of trust (non-cash deferred payment second mortgage) as described
below under Limitation on Resale Profit (906.29).

One percent of the purchase price of the house must come from the resident’s own funds, as
described above under Purchaser Eligibility and Selection.
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Homebuyer Subsidies

The Agency’s experience in its homeownership programs, including the 5(h) program, shows
that first mortgage interest rates are usually at or slightly below the low end of the current market,
due in part to FHA-insured loan programs and lenders’ Community Reinvestment Act programs.
The one exception where interest rates are one to two points below market is the California
Housing Finance Agency’s Local Government Partnership Program, which unfortunately carries
severe restrictions on recapture.

The most prevalent source of subsidies for low-income purchasers is downpayment and closing
cost assistance and second mortgage assistance programs, both Agency-sponsored and private
lender sponsored. In addition, private lenders offer downpayment grants as part of their
Community Reinvestment Act activities. For example, Citibank has continued California
Federal’s downpayment grant program that ranges from $5,000 to $8,000 per low-income
household. The Agency also offers second mortgage assistance programs that carry deferred
payment terms. Attachment C lists the Agency’s homeownership programs and their terms. The
homebuyer counseling programs required by the Agency cover all these forms of assistance, both
public and private. The housing authorities also carry out a Family Self-Sufficiency Program for
public housing residents which matches residents’ savings 3 to 1 with grants from the Federal
Home Loan Bank of San Francisco’s Affordable Housing Program for their approved Individual
Development Account (IDA) program.

Recapture and Anti-Speculation Provisions

Because the dwellings will be sold for less than their fair market value, the purchaser will
execute a promissory note, payable to the housing authority, along with a mortgage securing the
obligation of the note, for the difference between the initial affordable price (the discounted sales
price) and the initial market value. This difference will be stated in the note as a dollar amount
and will be a deferred payment loan due on resale. Subordinate financing, including mortgage
assistance loans and other first-time homebuyer assistance, will be repaid at resale according to
the terms of the assistance. (Some downpayment loans are forgiven proportionately over their
term.)

For the first five year period, the purchaser who sells will be obligated to repay the housing
authority loan and other subordinate homeowner subsidies, according to the individual program’s
terms. They will then be permitted to retain one-half of any resale profit attributable to
appreciation in value over the initial market value, along with any portion of the resale profit that
is attributable to documented capital improvements made by the owner after purchase, any
personal initial investment (downpayment and closing costs) and the reasonable costs of resale.
The balance of the resale profit will return to the housing authorities as sales proceeds, and used
according to the Section 32 Homeownership Plan.

After the first five years of residency, the purchaser will be permitted to retain the resale profit
attributable to appreciation in value over the initial market value, plus any documented capital
improvements, downpayment and closing costs. Subordinate financing will be due on sale,
according to the terms of the assistance.
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Homeowners will be protected against the loss of their initial investments. If the resale price of
the home is below its initial market value, the home purchaser will receive all initial investments
(downpayment and closing costs), the reasonable costs of resale, and reduction in principal
amounts in the first mortgage by deducting those payments from the housing authority’s loan
repayment that captured the difference between the initial market value and the initial affordable
sales price.

The Agency is not proposing to require resale restrictions for subsequent purchasers.
Recapture Analysis

Following is an example of the proposed resale provisions, somewhat simplified to demonstrate
the major provisions of recapture before and after a 5-year owner-occupancy.

Initial sale to low-income purchaser Upon resale
Fair market value $220,000

Affordable sales price $160,000

Housing authority subordinate loan 60,000 Repaid

First mortgage $145,000 Balance repaid
Dowmpayment (all sources, assume grants) 6,000 Equity to seller
Closing costs (local loan, deferred pmt.) 5,000 See note below
Mortgage assistance deferred pmt. Loan 9,000 Repaid

Upon sale at year 3, with an appraised value at $230,000, the seller would repay the $60,000
housing authority loan and $9,000 mortgage assistance loan for a total of $69,000. (We assume
for sake of simplicity that the initial closing cost loan and the resale closing costs would cancel
themselves out.) The seller would receive his/her downpayment equity (plus mortgage principal
reduction, which is not shown), and one-half of the appreciation in value over the original fair
market value ($5,000), for a total of $11,000.

Upon sale at year 7, with an appraised value at $250,000, the seller would repay the same loans
as stated above, receive his/her initial equity, and receive the $30,000 appreciation between the
initial market value and resale market value.

Determinations of market value will be made on the basis of appraisals made by an independent
appraiser selected by the Agency.

The sale of Section 32 homes to HCV homeownership participants who use their vouchers for
the purchase of the units will follow the procedures found in the Section 8 Homeownership Final
Rule of October 12, 2000, namely that the Agency must provide an independent entity to
perform the following administrative duties:

Review the contract of sale;

Conduct the initial housing quality standards (HQS inspection,

Review the independent inspection report; and

Determine the reasonableness of the sales price and any Agency-provided financing.
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Protection against Fraud.

The Agency will place a title restriction conditioning the initial purchaser’s right to resell the
Section 32 home to compliance with the resale restrictions described above. In addition, all
housing authority recordations against the properties and those placed by the Agency for
downpayment and/or mortgage assistance include a requirement of owner-occupancy. Upon sale,
all Agency documents and recorded liens arc placed with the Agency’s portfolio management
department and the property transaction is sent to the servicing company that tracks and reports
payments and title changes for all Agency loans.

Resident Consultation

The housing authority is currently operating a 5(h) “Homes for Sale” program for the sale of its
single family inventory to low-income households and has operated a Housing Choice Voucher
(HCV) homeownership program until December 31, 2004. As a result, public housing and HCV
participants, some of whom are in various stages of homeownership counseling, are aware of the
reasons for transitioning from the 5(h) program to Section 32. Specifically, the housing
authority’s 2005 Annual Plan, presented to the Resident Advisory Board in June 2004, and
subsequently to the Sacramento Housing and Redevelopment Commission, City Council, and
Board of Supervisors in public meetings, included the intent to apply for the Sec. 32 program.

At its public meeting of November 3, 2004, the Sacramento Housing and Redevelopment
Commission received a report on the status of the 5(h) program, including the need to
concentrate on selling the vacant houses, submitting a request to HUD for that purpose, and
applying to HHUD for a Sec. 32 program which would enable the housing authority to sell more
units efficiently. Two members of the Resident Advisory Board RAB) are members of the
Commission.

On December 16, 2004, SHRA staff presented to the RAB a review of the 5(h) and Sec. 32
programs and the reasons for their applications to HUD. A list of the resident representatives at
the meeting is attached. The RAB representative to the Commission also commented favorably
on the applications. SHRA did not receive any written comments, but three residents asked for a
list of the single family properties, and they were mailed those lists.

On January 24, 2004, SHRA distributed through its Resident Services staff the same written
information on the 5(h) and Sec. 32 programs to the housing authority’s 23 resident councils
(both city and county).

SHRA staff has held numerous meetings with the Sacramento Neighborhood Housing Services,
the primary homeownership counseling agency working with public housing and HICV
households on budgeting and credit issues in preparation for future homeownership opportunities.
Of the over 400 households who submitted applications through the housing authority since 2002,
48 have purchased homes, 42 have been referred to lenders and are seeking housing, 57 have
completed counseling and are working on financing issues, and 245 remain in a variety of
counseling activities.
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Future consultation with residents will occur at many levels: 1) through the counseling agencies
working with future homeowner purchasers in their counseling and credit-repair programs; 2)
through information sessions described above under Purchaser Eligibility and Selection; and 3)
through the public housing authorities’ resident councils.

Counseling

All prospective and actual Section 32 purchasers receive (and are required to attend) home
ownership counseling and training provided by local nonprofit organizations experienced in
homeownership financing, maintenance, and overall responsibilities. The Agency has in the past
contracted with ACORN Housing Corporation (AHC) formed by the Association of Community
Organizations for Action Now (ACORN), Sacramento Neighborhood Housing Services (SNHS),
and the Sacramento Home Loan Counseling Center (SHLCC). The Agency’s cost for this
counseling and training is included in the proposed budget.

The homebuyer counseling program is a three-part series. First is an introductory first-time
homebuyer educational seminar that orients possible purchasers to the values and risks of
homeownership and includes homebuyer readiness assessments. Applicants can attend any
homebuyer seminar, which occur frequently. Home buyers receive a home buyer's certificate at
the completion of the seminar that is good for affordable housing financing programs, such as
Fannie Mae's community home buyer program.

Applicants then attend a credit and budget management seminar that provides financial
counseling and budgeting techniques for managing household finances with a mortgage payment.
The third counseling program covers home maintenance and good neighbor practices and

focuses on the transition from renter to homeowner. This seminar is followed up with a home
maintenance information/manual given to the new property owners.

In addition, the counseling organizations work with homeownership applicants over time on
credit-repair plans. They track the participants® progress and report on their status to the
Agency’s resident services staff. When the participants’ credit status has improved to the point
where they are mortgage-eligible, the counseling agency reviews mortgage loan provisions and
the various public and private assistance programs available. The Agency’s homeownership
staff assists the family in applying for the Agency’s assistance.

Nonpurchasing Residents

The Agency will offer residents in units to be offered for sale the right of first refusal to purchase
the unit. The resident’s application will be evaluated on the eligibility standards described
previously, as any other applicant. In the event the resident does not exercise the right of first
refusal, the Agency’s relocation staff will notify the resident in writing at least 90 days prior to
the displacement date that the unit will be vacated and that the resident household will be offered
comparable housing within the public housing program. The Agency will provide a choice of
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comparable units, counseling, and payment of the actual costs of moving. The property will not
undergo rehabilitation until the relocation has taken place.

The Agency has had considerable experience in carrying out relocation assistance, both through
public housing modernization activity and other revitalization programs. The cost of relocation
will be paid by sales’ proceeds and is included in the Section 32 budget. The estimated costs of
relocation per unit are as follows:

$1,200 for the basic moving cost
200 for resident counseling
50 reimbursement for re-establishment of utility services
$1,450 relocation expenses per unit

Assuming that 200 units will be occupied, the total relocation cost is estimated at $290,000.

Two public housing units will be offered to the resident, consistent with the housing authorities’
current policies on relocation contained in its approved Administrative Plan.

Sales Proceeds

The Agency assumes a two-tired system for receiving proceeds: (1) the initial net proceeds from
sale and (2) the resale proceeds over time representing the difference between the initial
affordable sale price and the market value of the home. The proceeds will be retained by the
Agency and used as follows:

1. Payment of administrative costs that are necessary and reasonable for carrying out the
Section 32 Homeownership Plan;

2. Assistance to low-income families under the Agency’s homeownership programs
(Attachment C) that enable them to purchase dwellings at affordable costs from private or
public owners;

3. Assistance to affordable housing developments serving low-income families, financed by
other federal, state, or local housing programs, such as gap financing for multifamily
housing under the Agency’s Multifamily Loan Policies;

4. The development of additional public housing or that owned in whole or in part by
Agency-controlled nonprofit corporations with dwelling units affordable to and occupied
by very low-income and low-income households (24 CFR 941 Subpart F);

5. Assistance to low- and very low-income tenants in tenant-based assistance programs to
ensure the continuation of their tenancy in the event of program reductions; and

6. For any purposes authorized for the use of operating funds under the ACC, including

maintenance and modernization, augmentation of operating reserves, protective services,
and resident services.

19



Administration

Program Administration and Oversight

Program administration of the Section 32 program includes three major components: (1)
rehabilitation; (2) resident services and homeownership assistance, and (3) property sale and loan
closing. A project manager will be responsible for the program’s implementation, reporting, and
maintaining the program’s three major components in balance through intensive coordination.

Rehabilitation. Three construction technicians experienced in housing rehabilitation and
contract administration will be assigned to the program. They will conduct the physical needs
assessments, prepare bidding documents, coordinate the contractor bidding and selection process
with the Agency’s procurement and compliance division, and administer the construction
contracts. Other persons necessary for the housing rehabilitation functions will be the Agency’s
supervising architect, CAD operator, and support staff.

Homeownership Services. The Agency’s Homeownership Program staff will be in charge of
the activities necessary to inform and financially assist low-income purchasers for the Section 32
homes. As described above under Purchaser Eligibility and Selection, under the direction of the
project manager, they will manage the dissemination of information to public housing residents,
HCV participants, and low-income households within the general public. They will determine
initial eligibility, manage the contracts with local housing counseling agencies, and make the
Agency’s resources known and available to potential purchasers.

Property Sale and Closing. The final component, property sale and closing, is overseen by the
Agency’s Real Estate Division, experienced in property management and disposition.
Responsibilities include coordination with the housing rehabilitation staff (e.g., timing of notices
of completion), obtaining appraisals, drawing financial and closing documents, requesting title
transfer from HUD, and ensuring that the proper documentation is sent to the Agency’s finance
division, portfolio management, and project manager. In the event of HCV purchasers under the
Agency’s HCV homeownership program, the independent entity will perform its inspection and
review functions prior to loan closing.

Records, Accounts and Reports

The Agency will maintain all records, accounts, reports, and files that relate to the
implementation of the revised Section 32 program and will submit all required monitoring and
financial reports to HUD, including annual sales reports. All Section 32 financial transactions
are maintained in separate fund accounts by the Agency’s finance department, which provides
the central financial record-keeping services for both capital expenditures and receipts and
personnel charges related to the program. The Agency will ensure that the receipt, retention and
use of sales proceeds are covered in the regular independent audits of the Agency's public
housing operations. Sales reports will be reported though PIC and the Annual Plan.
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Individual purchaser records are maintained by the Agency’s Portfolio Management Department.
These files include income certifications, mortgage eligibility, HQS verification and
rehabilitation work, settlement statements, and copies of all loans and title documents. If
applicable, relocation notices and expenses will also be maintained in the purchaser files. Ifa
unit is sold, repayment and recapture information is also included in the file.

The program files maintained by the project manager will include relocation notices, financial
records, and procurement documents related to moving services.

Budget

Budget and Staffing

The first year budget estimate for the rehabilitation and disposition of an average home is
$104,150 per unit. Of this amount, total construction costs on average (including blueprints,
plans and construction management) are estimated at $99,000, the balance of $5,150 being total
administrative costs per house. The all-inclusive cost estimates for the program for the first year,
described above under Administration, are as follows:

Rehabilitation, Construction Management $99,000 per house

Homeownership Services: $950 per house
Counseling: $250 per house over a two-year period
Relocation (moving and services) $1,450 per house
Property Sale/Closing: $1,000 per house
Project Management: $1.500 per house
Total Estimated Cost $104,150 per house

Budget notes: The rehabilitation costs assume Davis-Bacon wage rates. Marketing/outreach is
carried out by the Agency’s homeownership and real estate staff, the former coordinating its
work with the nonprofit counseling agencies. The counseling costs represent current contractual
agreements for the three-part series of counseling seminars described above under Counseling.
These costs average $250 per participant and assume that one-third will not complete the courses
or achieve mortgage eligibility by the time that the vacant homes are sold.
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Exhibit B

Agreement for Sacramento Housing and Redevelopment

Agency (SHRA) to Act as
Purchase and Resale Entity (PRE)
For Vacant Section 32 Homeownership
Single Family Homes

THIS AGREEMENT, dated , is by and between the Housing
Authority of the City of Sacramento (the Housing Authority) and the Sacramento
Housing and Redevelopment Agency for a term of five years. The organizations are
distinct and separate legal entities.

Whereas, the Housing Authority has need for the services of a Purchase and Resale
Entity (PRE) to purchase, preserve, renovate, and sell vacant single family houses for sale
to qualified low income families'and SHRA has agreed to offer its services as a PRE and
provide the services required, now, therefore, the parties agree as follows.

1.

SERVICES. SHRA will perform the obligations set forth in this
AGREEMENT, including those identified in Exhibit A, Scope of Services.

WRITTEN NOTICE. Any notice of termination or other communication
having a material effect on the AGREEMENT shall be serviced by U. S. Mail
on the signatories listed.

COMPLIANCE. SHRA shall comply with all applicable federal, state and
local laws, rules and regulations, including the Section 32 Homeownership
Plan of the Housing Authority of the City of Sacramento.

AGREEMENT. The Housing Authority of the City of Sacramento will sell
32 currently vacant Section 32 Homeownership houses using seller carry back
loans or similar arrangements for Fair Market Value in “as is” condition to
SHRA as a Purchase and Resale Entity. After five years, any houses not sold
by SHRA as PRE shall return ownership to the Housing Authority from which
the property originated. SHRA shall not encumber any of the houses without
the advance written permission of the Housing Authority.

JUDICIAL RULING. If any provision of this AGREEMENT as applied to
either party or to any circumstances shall be determined by a court to be void
or unenforceable, the same shall in no way affect any other provision of this
AGREEMENT or the validity or enforceability of the AGREEMENT.

INDEPENDENT CONTRACTOR. SHRA, in carrying out the services to
be provided under this AGREEMENT, is acting as an “independent
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contractor” and shall do so without discrimination or bias in accordance with
the Fair Housing Act and implementing regulations. Although the Housing
Authority reserve the right to determine the delivery schedule for the work to
be performed and to evaluate the quality of the completed performance, the
Housing Authority will not control the means or manner of the SHRA’s
performance. SHRA is responsible for determining the appropriate means and
manner of performing the work within the established annual budget, as
determined by the Housing Authority.

MUTUAL INDEMNIFICATION. Neither SHRA nor any of its officers or
employees shall be responsible for any damage or liability occurring by
reason of anything done or omitted to be done by the Housing Authority under
this Agreement. It is also understood that, pursuant to Government Code
Section 895.4, the Housing Authority shall fully indemnify, defend and hold
SHRA harmless from any liability imposed for injury to persons pr property
occurring by reason of anything done or omitted to be done by the Housing
Authority under or in connection with any work, authority or jurisdiction
delegated to the Housing Authority under this Agreement.

Neither the Housing Authority nor any of its officers or employees shall be
responsible for any damage or liability occurring by reason of anything done
or omitted to be done by SHRA under this Agreement. It is also understood
that, pursuant to Government Code Section 895.4, SHRA shall fully
indemnify, defend and hold the Housing Authority harmless from any liability
imposed for injury to persons or property occurring by reason of anything
done or omitted to be done by SHRA under or in connection with any work,
authority or jurisdiction delegated to SHRA.

WARRANTY. SHRA hereby warrants that as PRE, internal controls are in
place to protect against fraud, or issue of funds, or other property by
employees and/or agents. SHRA is accountable to the Housing Authority for

the recordkeeping, reporting, and audit requirements of Section 24 CFR
906.33.

COMPENSATION. SHRA as PRE shall limit its administrative and
overhead costs, and any compensation or profit that may be realized by the
PRE, to amounts that are reasonable in relation to its responsibilities and risks.
Accordingly, the initial budget for SHRA as PRE shall be set at $700,000,
which shall be structured as a line of credit from the City and County Public
Housing Homeownership funds, repayable within five years and amortized
from proceeds from the sale of each Section 32 Homeownership house. In the
event the final sales price is insufficient to repay the seller carry back loan and
the full amount of the line of credit borrowed from the City Public Housing
Homeownership Fund, the Housing Authority shall reduce a portion of the
seller carry back loan to balance the transaction.
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10.  TERMINATION OF AGREEMENT. The AGREEMENT may be
terminated under the following conditions.

a. By written mutual agreement of both parties. Termination of this
provision may be immediate.

b. In the event that the Section 32 Homeownership amendment is not
approved by the Department of Housing and Urban Development (HUD),
this AGREEMENT will terminate immediately.

c. The Housing Authority may terminate this AGREEMENT if SHRA
fails to provide services, or fails to meet performance standards as
specified in this AGREEMENT (or subsequent modifications of this
agreement), within the time specified herein or any extension thereof.
Termination under this provision may be immediate.

d. Failure of SHRA or the Housing Authority to comply with the
provisions of this AGREEMENT and all applicable federal, state, and
local laws and rules may be cause for termination of this contract.

e. Failure to sell all properties to low income home buyers within five
years,

f. If this AGREEMENT is terminated pursuant to Section 10 ¢, above,
then SHRA shall calculate its expenses incurred up to the date of
termination and submit them for payment. Any funds held by SHRA as
PRE shall be returned to the City or County Public Housing
Homeownership Fund.

11.  SUBCONTRACTING. No portion of this agreement may be contracted or
assigned to any other individual, firm or entity without the express and prior
written approval by the Housing Authority. Approval shall not be

unreasonably withheld,
HOUSING AUTHORITY OF THE SACRAMENTOQO HOUSING and
CITY OF SACRAMENTO REDEVELOPMENT AGENCY
La Shelle Dozier James Shields
Executive Director Director of Administration
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Exhibit A
Scope of Services

The Purchase and Resale Entity (PRE) shall perform as follows:

1.

The Sacramento Housing and Redevelopment Agency (SHRA), as the
designated PRE, shall accept title to vacant Section 32 Homeowership single
family houses located within the City of Sacramento through seller carry back
loans or similar arrangements. There are currently a total of 32 vacant single
family houses from the Section 32 Homeownership Plan that will be
transferred to the PRE effective upon execution of this AGREEMENT, or as
soon as reasonably possible thereafter.

The PRE shall develop a plan to preserve, renovate, and sell the homes to
qualified low income home buyers. “Preservation” shall include securing,
managing, and caring for the homes to protect their integrity and appearance
within the neighborhood in which each house is located. “Renovation™
includes developing repair specifications and performing construction to
ensure the houses are move-in ready and all major systems have a useful life
of at least 15 years. “Qualified low income home buyers” means identifying
low income families with the motivation and means to purchase the houses,
and providing them with homeowner education that is generally recognized to
help lead to successful homeownership. All vacant houses are to be renovated
and sold to qualified low income home buyers within five years. Any Section
32 houses not sold by the PRE within that time shall have ownership revert to
the originating housing authority.

The PRE shall secure the expertise of a professional realtor including a
certified appraiser to assist the sale of each home in a timely manner and
ensure that each sale is consistent with real estate laws of California. The
homes will be sold at Fair Market Value via a Public Sale.

The PRE will secure the expertise of qualified personnel, organizational
and/or financial institutions to provide homeownership, counseling, training,
and technical assistance to each qualified purchaser.

The PRE will identify a budget for the plan to sell vacant single family
houses, including all preservation, renovation or repair costs, professional
service expenses, counseling, legal, financial, etc. SHRA will be paid for its
actual and documented expenses and may draw needed funds for expenses as
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a line of credit from the City and County Public Housing Homeownership
fund to be repaid upon the sale of each house.

The preservation and renovation budget shall be $500,000 for properties
located within the City of Sacramento.

The PRE will keep accurate records and evidence of each house sale and the
funds provided. Documentation provided to the Housing Authority include
final closing statements, deed restrictions, loan agreements, administrative and
other expenses incurred in preparing each house for sale and qualifying low
income home buyers.

The Housing Authority of the City of Sacramento Public Housing
Homeownership fund shall incur any gain or shall bear any loss associated
with the sale of the house to a qualified low income family, SHRA shall not
incur any benefit or loss from its activities related to the preservation,
renovation, or sale of the vacant Section 32 houses.
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Attachment 2

Housing Authority of the City of Sacramento - Section 32

11/5/2012
Count] Unit ID Address Street Type City p 532 PIC Status asof 11212
11503376 1436/68th AV SACTO 95822 X [vacant, DemoDispo - Approved
21503401 7542 TWILIGHT DR SACTO 95822 X [Vacant, DemoDispo - Approved
3|503483 2161|BERG AV SACTO 95822 X |Vacant, DemoDispo - Approved
4(503488 1444 WACKER WY SACTO 95822 X |vacant, DemoDispo - Approved
5{503513 2270|BABETTE WY SACTO 95832 X __|Vacant, DemoDigpo - Appraved
6503843 7684|SWEETBRIER wyY SACTO 95832 X |vacant, DemoDispo - Approved
7503863 2145|63rd AV SACTO 95822 X |Vacant, DemoDispo - Approved
8|503873 1429|STODDARD ST SACTO 95822 X |Vacant, DemoDispo - Approved
91503908 6508{GOLF VIEW DR SACTO 95822 X |vacant, DemoBispo - Approved
10(503917 1543|STERLING ST SACTO 95822 X |Vacant, DemoDispo - Approved
111503947 7509|SCHREINER ST SACTO 95822 X __ [Vacant, DemoDispo - Approved
12503951 7470|SYLVIA WY SACTO  [95822 X [Vvacant, DemoDispo - Approved
13|519563 7676|22nd ST SACTO 95832 X __|vacant, DemoDispo - Approved
14(519587 2515{CADIEW AV SACTO 95832 X |Vacant, DemoDispo - Approved
15]519765 7708{LYTLE ST SACTO 95832 X __|Vacant, DemoDispo - Approved
16|519767 7750[LYTLE ST SACTO 95832 X |vacant, DemoDispo - Approved
171519770 7807]|15th ST SACTO 95832 X [Vacant, DemoDispo - Approved
18503421 7714{40th AV SACTO 95824 X {Vacant, DemoDigpo - Approved
19503422 7730[40th AV SACTO (95824 |X__|Vacant, DemoDispo - Approved
20]503452 7726{40th AV SACTO 95824 X |Vacant, DemoDispo - Approved
21(503453 7732|40th AV SACTO 95824 X |Vacant, DemoDispo - Approved
22503496 3917)36th ST SACTO 95820 X |vacant, DemoDispo - Approved
231503611 8004]38th AV SACTO 95824 X |vacant, DemoDispo - Approved
24503862 7717|VALLECITOS WY SACTO 95828 X __ |Vacant, DemoDispo - Approved
251503904 1575|34th ST SACTO 95816 X [Vacant, DemoDispo - Approved
26503907 7650|17th AV SACTO 95820 X |Vacant, DemoDispo - Approved
27]503911 BOOO0|CAPISTRANC WY SACTO 95824 X _[vacant, DemoDispo - Approved
28503912 8020{ CAPISTRANO LA d SACTO 95824 X [Vacant, DemoDispo - Approved
20]503962 7616|VALLECITOS WY SACTO 95828 X |Vacant, DemoDispo - Approved
30[503397 142|ARCADE BL SACTO _ |95815 X |vacant, DemoDispo - Approved
31[503932 136|REDONDO AV SACTO 95815 X |Vacant, DemoDispo - Approved
32|503943 2891|GROVE AV SACTO 95815 X |Vacant, DemoDispo - Approved
33(502070 7651|MANORSIDE DR SACTO 95822 X |Occupied, DemoDispo - Approved
34503385 2252|ARLISS WY SACTO 55822 X |Occupied, DemoDispo - Approved
35|503402 3449|GATES WY SACTO 95832 X |Occupied, DemoDispo - Approved
361503512 3600|REEL CIR SACTO 95832 X |Occupied, DemoDispo - Approved
37]503514 2274|BABETTE WY SACTC 95832 X |Occupied, DemoDispo - Approved
38]503603 7563|MEADOWAIR WY SACTO 95822 X |Occupied, DemoDispo - Approved
391503847 7591|RED WILLOW WY SACTO 95822 X |Occupied, DemoDispo - Approved
40|503861 7506j21st ST SACTO 95822 X [Occupied, DemoDispo - Approved
41]503890 1531|GLIDDEN AV SACTO 95822 X |OCccupied, DemoDispo - Approved
42]503892 1467|66th AV SACTO 95822 X |Occupied, DemoDispo - Approved
43]503920 7359|15th ST SACTO 95822 X |Occupied, DemoDispo - Approved
441503922 1611|FLORIN RD SACTO 95822 X |Occupied, DemoDispo - Approved
45503923 2124163rd AV SACTO 95822 X |Occupied, DemoDispo - Approved
46)503933 2184;50th AV SACTO 95822 X |Occupied, DemoDispo - Approved
471503939 2070|48th AV SACTO 95822 X |Occupied, DemoDispo - Approved
48(503946 7722|DETROIT BL SACTO 95832 X |Occupied. DemoDispo - Approved
491503949 7656|MANORCREST WY SACTO 95832 X |Occupied, DemoDispo - Approved
50]519562 7857|DETROIT BL SACTO 95832 X |Occupied, DemoDispo - Approved
51]519564 7695|22nd ST SACTO 95832 X |Occupied, DemoDispo - Approved
52|519567 2239|CRAIG AV SACTO 95832 X |Occupied, DemoDispo - Approved
531519576 7670|22nd ST SACTO 95832 X |Occupied, DemoDispo - Approved
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54519766 7712|LYTLE S:I' SACTO 95832 X |Oceupied, DemoDispo - Approved
551519768 7759|LYTLE ST SACTO 95832 X |Occupied, DemoDispo - Approved
56519769 7791]15th ST SACTO _ |95832 X |Occupied, DemoDispo - Approved
57519771 7834|AMHERST ST SACTO 95832 |X  |Occupied, DemoDispo - Approved
58 503162 2943|42ND ST SACTO 95817 X |Occupied, DemoDispo - Approved
59|503168 3661] 4th AV SACTO 95817 X |Occupied, DemoDispo - Approved
60]503169 3421121st AV SACTO 95820 X |Occupied, DemoDispo - Approved
61|503171 3804|21st AV SACTO 95820 X 1Occupied, DemoDispo - Approved
62|503172 3922|39th ST SACTO _ [95820 X  [Occupied, DemoDispo - Approved
63503173 4001|32nd ST SACTO 95817 X |Occupied, DemoDispo - Approved
641503384 5409|56th 5T SACTO 95820 X |[Occupied, DemoDispo - Approved
65503389 ___7736{VALLECITOS WY SACTO 95828 X |Occupied, DemoDispo - Approved
66]503404 7612|51st AV SACTO 95828 X [Occupied, DemoDispo - Approved
87503420 6071 WILKINSON ST SACTO 95824 X |Occupied, DemoDispo - Approved
68503454 7748[40th AV SACTO 95824 X |Occupied, DemoDispo - Approved
69(503507 3405| 24th AV SACTO 95820 X |Occupied, DemoDispo - Approved
70[503525 5064| 10th AV SACTO 95820 X [Oceupied, DemoDispo - Approved
71(503527 5110|BRADFORD DR SACTO 95820 X |Occupied, DemoDispo - Approved
721503927 7604|VALLECITOS WY SACTO 95828 X |Occupied, DemoDispo - Approved
73]503989 2931|24th AV SACTO 95820 X |Occupied, DemoDispo - Approved
74]519572 4439] 6th AV SACTO 95820 X |Occupied, DemoDispo - Approved
75|519574 7709140th AV SACTO 95824 X |Oceupied, DemoDispo - Approved
76[519575 6021 WILKINSON ST SACTO 95824 X |Occupied, DemoDispo - Approved
771503602 1013|NORTH AV SACTO 95838 X lOccupied, DemoDispo - Approved
78|503846 150|BARTON WY SACTO 95838  [X  [Occupied, DemoDispo - Approved
79|503888 212|ARCADE BL SACTO 95815 X |Occupied, DemoDispo - Approved
80|503895 1340|STEPHANIE AV SACTO 95838 X |Ocoupied, DemoDispo - Approved
81503913 3634|CLARKSON CRT SACTO 95838 X |Occupied, DemoDispo - Approved
82)503944 272|ARCADE BL SACTO 95815 X |Occupied, DemoDispo - Approved
83|503974 233|OLMSTEAD DR SACTO 95838 X |Occupied, DemoDispo - Approved
84503964 180{OLMSTEAD DR SACTO 95838 X |Occupied, DemoDispo - Approved
85|503999 125|CATHCART AV SACTO 95838 X |Occupied, DemoDispo - Approved
86|519599 44| CATHCART AV SACTO 95838 X |Occupied, DemoDispo - Approved
87503174 4024|ML King BL SACTO 95820 X {vacant, DemoDispo - Proposed
88503451 3917|TEMPLE AV SACTO 95820 X |Vacant, DemoDispo - Proposed
891503494 3817|16th AV SACTO 95820 X |Vvacant, DemoDispo - Proposed
90503495 4308]36th ST SACTO 95820 X ___|Vacant, DemoDispo - Proposed
91303970 3625| 6th AV SACTQ 95817 X _ |vacant, DemoDispo - Proposed
921519629 3641| 5th AV SACTO 95817 X |Vacant, DemoDispo - Proposed
93|503403 1001|NORTH AV SACTO 95838 X |Vacant, DemoDispo - Proposed
94503405 3927|FELL ST SACTO  |95838 X |Vacant, DemoDispo - Proposed
95(503457 3908|HIGH ST SACTO 95838 X |vacant, DemoDispo - Proposed
061503459 1424 STE_P]jANIE AV SACTO 95838 X |vacant, DemoDispo - Proposed
97503468 3346|CYPRESS ST SACTO 95838 X [Vacant, DemoDispo - Proposed
98|503487 616|South AV SACTO 95838 X |Vacant, DemoDispo - Proposed
99503601 613|LINDSAY AV SACTO 95838 X [Vacant, DemoDispo - Proposed
100|503866 250|FAIRBANKS AV SACTO 95838 X [vacant, DemoDispo - Proposed
101[503872 139|DANVILLE WY SACTO 95838 X |Vacant, DemoDispo - Proposed
102]503885 573|MORRISON AV SACTO 95838 X |vacant, DemoDispo - Proposed
103]503930 212|ARROWROCK RD SACTO 95838 X |Vacant, DemoDispo - Proposed
104503931 3527|HIGH ST SACTO 95838 X |Vacant, DemoDispo - Proposed
105]503934 1329|STEPHANIE AV SACTO 95838 X___|Vacant, DemoDispo - Proposed
106|503936 1409|STEPHANIE AV SACTO 95838 X |Vacant, DemoDispo - Proposed
107|503981 612|KESNER AV SACTO 95838 X |Vacant, DemoDispo - Proposed
108]503982 3901|FELL ST SACTO 95838 X |Vacant, DemoDispo - Proposed
109{503986 156/OLMSTEAD DR SACTO 95838 X ]vacant, DemoDispo - Proposed
110|519578 3829|ALDER ST SACTO 95838 X __|vacant, DemoDispo - Proposed
111]503876 716JACACIA AV SACTO 95815 X [Vacant HUD Approved
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November 14, 2012

Sacramento Housing and
Redevelopment Commission
Sacramento, CA
Honorable Members in Session:
SUBJECT:
Designation of the Sacramento Housing and Redevelopment Agency as a Purchase
and Resale Entity (PRE) For the Preservation, Rehabilitation and Sale of Vacant
Section 32 Homeownership Single Family Homes
SUMMARY
The attached report is submitted to you for review and recommendation prior to

consideration by the County of Sacramento.

RECOMMENDATION

The staff recommends approval of the recommendations outlined in this report.

Executive Director

Attachment

801 12 Street, Sacramento, CA 95814



COUNTY OF SACRAMENTO

CALIFORNIA
For the Agenda of:
December 4, 2012
To: Housing Authority of the County of Sacramento
From: Sacramento Housing and Redevelopment Agency
Subject: Designation Of The Sacramento Housing And Redevelopment Agency (SHRA)

As A Purchase And Resale Entity (PRE) For The Preservation, Rehabilitation
And Sale Of Vacant Section 32 Homeownership Single Family Homes

Supervisorial Countywide
District:

Contact: Nick Chhotu, Assistant Director, SHRA, 916-440-1334
Mark Stephenson, Management Analyst, SHRA, 916-440-6212

Overview

Staff recommends the designation of SHRA as a Purchase and Resale Entity (PRE) that would
allow vacant HUD Section 32 Homeownership single family homes currently owned by the
Housing Authority of the County of Sacramento to be sold to SHRA as PRE. SHRA would take
ownership of the vacant houses, remove them from the Housing Authority’s inventory, and sell
the homes to low income families over a five year period.

Recommendations

1. Approve the Housing Authority of the County of Sacramento’s amendment of the Section 32
Homeownership Plan to designate SHRA as a PRE for vacant Section 32 single family houses
for up to five years.

2. Authorize the Executive Director, or designee, to execute all documents related to the
amendment of the Section 32 Homeownership plan, to procure needed supplies for renovations
or services, and to transfer title from the Housing Authority of the County of Sacramento to
SHRA using seller carry back loans for Fair Market Value given their “as is” condition, and sale
from SHRA to qualified low income home buyers.

3. Authorize the Executive Director, or designee, to amend the Agency budget to loan $200,000
from the County Public Housing Homeownership Fund to the SHRA PRE Fund to cover the
rehabilitation and holding costs of the nine current properties transferred; the repayment of the
loan to be completed within five years of disbursement from the proceeds of sales to qualified
homebuyers.

Measures/Evaluation

There are currently nine (9) vacant single family houses in the Section 32 Homeownership
program that are located in the County. These houses are to be sold within 5 years or ownership
reverts back to the Housing Authority of the County of Sacramento.
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Fiscal Impact

Initial funding for the PRE will be in the form of a loan of $200,000 from the County Public
Housing Homeownership Fund to SHRA for the costs of rehabilitation and holding costs. The
loan will be repaid over a five year period from the proceeds of the sale of the properties to
qualified homebuyers. The initial rehabilitation budget is estimated at $175,000 and holding
costs are estimated at $25,000. The initial line of credit will be disbursed as costs are incurred by
the PRE and it is anticipated that future sales proceeds will be used to repay the loan and cover
rehabilitation and holding costs in excess of the original $200,000 loan. However, in the event an
individual house has a final sale price that is insufficient to pay the full amount of the seller carry
back loan and the full amount of the line of credit used for the preservation and renovation
expenses, then the Housing Authority shall reduce a portion of the seller carry back loan in order
to balance the transaction.

BACKGROUND

In 1996, the Housing Authorities of the City and County of Sacramento reclassified 369 single
family public housing rental units and obtained HUD approval under HUD’s 5h program to sell
them to qualified low income families. As the 5h program was expiring in 2006, the balance of
single family houses was transferred to the new Section 32 Homeownership program, The intent
of the Section 32 homeownership program was to sell the remaining single family homes to low-
income home buyers and provide more flexibility which would allow more low income residents
to purchase the homes.

As of November 5, 2012, there were 40 Section 32 single family homes remaining in
Sacramento County, of which nine (9) were vacant and needing substantial property renovations
to prepare them for sale to first time low income home buyers. The effort to sell more units was
suspended in early 2009 due to the continued deterioration of the housing market.

By amending the Section 32 Homeownership plan and transferring ownership of vacant Section
32 single family houses from the Housing Authority of the County of Sacramento to SHRA as a
Purchase and Resale Entity (PRE), the houses will be further removed from the public housing
inventory and placed where they can be sold by the PRE to low income home buyers. By
transferring ownership of vacant units to a PRE using seller carry back loans for Fair Market
Value given their “as is” condition, the Housing Authority avoids any financial or other penalty
from HUD for having vacant Section 32 houses in the public housing inventory.

SHRA is uniquely qualified to act as a PRE since it has procurement expertise, construction
experience, property management acumen, and proven homebuyer education programs in place
through qualified personnel, organizational capacity, and contractual agreements. This will
facilitate the homes being renovated and sold to qualified low income home buyers ready to take
possession.
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COMMISSION ACTION

At its meeting of November 14, 2012, the Sacramento Housing and Redevelopment Commission
considered the staff recommendation for this item. The votes were as follows:

AYES:
NOES:
ABSENT:

FINANCIAL ANALYSIS

SHRA as PRE will purchase vacant Section 32 homes from the Housing Authority of
Sacramento County using seller carry back loans for Fair Market Value given their “as is”
condition. Initial funding for PRE activities in preserving and renovating the houses will be in
the form of a loan of $200,000 from the County Public Housing Homeownership Fund to SHRA.
The County Public Homeownership Fund originated from sales proceeds of earlier Section 32
and Section Sh houses to low income home buyers. SHRA will repay the loan over a five year
period from the proceeds of the sale of the properties to qualified homebuyers. The initial
rehabilitation budget is estimated at $175,000 and holding costs are estimated at $25,000. The
initial loan will be disbursed as costs are incurred by the PRE. Years two and three of the effort
may require additional loans from the fund as renovation ramps up but before units are sold.
However, it is expected that the County Public Housing Homeownership funds will be fully
reimbursed by SHRA for expenses related to the renovation upon the sale of the units. However,
in the event the sales price is insufficient to pay for SHRA’s line of credit expenses and the seller
carry back loan, the Housing Authority will reduce the seller carry back loan to balance the
transaction.

POLICY CONSIDERATIONS

Rehabilitating rental single family homes and selling them to new low income homeowners are
activities endorsed by the County in its Housing Elements. This is a particularly significant
activity because most of the homes owned by the housing authorities are located in lower income
neighborhoods, which are striving to increase homeownership. By increasing homeownership
rates in these areas, it helps to stabilize neighborhoods. Rehabilitating and selling the houses to
low income home buyers is also consistent with the Housing Authority’s asset repositioning
strategy and will mitigate HUD penalties for maintaining vacant units in the public housing
inventory.
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ENVIRONMENTAL REVIEW

The actions proposed are in furtherance of the disposition and rehabilitation of Housing
Authority owned properties. Therefore, these actions are categorically exempt pursuant to the
California Environmental Quality Act Guidelines Section 15301, as actions on existing facilities
that do not change or expand existing uses.

The proposed actions are in furtherance of the disposition and rehabilitation of Housing
Authority owned properties, which are categorically excluded under National Environmental
Policy Act regulations, pursuant to 24 CFR 58.35(a)(5) and 24 CFR 58.35(a)(3)(i), respectively.
M/WBE CONSIDERATIONS

Minority and Women’s Business Enterprise requirements will be applied to all activities to the
extent required by federal funding to maintain that federal funding.

APPROVED

BRADLEY J. HUDSON
County Executive

Attachments:

RES — HACOS Resolution

EX A — Amended Section 32 Homeownership Plan
EX B - PRE Agreement with SHRA

ATT1 - List of Section 32 vacant homes



RESOLUTION NO.

ADOPTED BY THE HOUSING AUTHORITY OF THE
COUNTY OF SACRAMENTO

ON DATE OF

DESIGNATION OF SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
(SHRA) AS A PURCHASE AND RESALE ENTITY (PRE) FOR THE PRESERVATION,
REHABILITATION, AND SALE OF VACANT SECTION 32 HOMEOWNERSHIP
SINGLE FAMILIES HOUSES

WHEREAS, the Housing Authority of the County of Sacramento currently owns 9
vacant single family homes in Sacramento County that are part of a HUD-approved Section 32
Homeownership Plan that authorizes the sale of single family houses to low-income home
buyers, and

WHEREAS, vacant Section 32 houses usually require considerable rehabilitation prior

to sale to a qualified low income family, and

WHEREAS, the Housing Authority of the County of Sacramento, as part of its asset
repositioning strategy, desires to avoid carrying vacant single family houses in its public housing
inventory, and

WHEREAS, the Housing Authority of the County of Sacramento desires to establish the
Sacramento Housing and Redevelopment Agency (SHRA) as a Purchase and Resale Entity
(PRE), and to transfer ownership of all vacant Section 32 houses using seller carry back loans or
similar arrangements for Fair Market Values given their “as in” condition to a Purchase and
Resale Entity (PRE) that can oversee their rehabilitation and sale to qualified low income
families, subject to a five year time limit; and

WHEREAS, establishing a PRE requires approval of an amendment to the Section 32
Homeownership Plan by the Local Governing Bodies of the Housing Authority of the County of
Sacramento and the Sacramento Housing and Redevelopment Agency and that the amendment
be submitted to HUD for final approval, and

WHEREAS, the actions proposed are in furtherance of the disposition and rehabilitation
of Housing Authority owned properties. Therefore, these actions are categorically exempt
pursuant to the California Environmental Quality Act Guidelines Section 15301, as actions on
existing facilities that do not change or expand existing uses.

WHEREAS, the proposed actions are in furtherance of the disposition and rehabilitation

of Housing Authority owned properties, which are categorically excluded under National
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Environmental Policy Act regulations, pursuant to 24 CFR 58.35(a)(5) and 24 CFR
58.35(a)(3)(i), respectively.

NOW, THEREFORE, BE IT RESOLVED BY THE HOUSING AUTHORITY OF
THE COUNTY OF SACRAMENTO

Section 1. After due consideration of the information presented, the statements in this
resolution, including the environmental statements, are found to be true and correct.

Section 2. The Housing Authority of the County of Sacramento hereby amends its
Section 32 Homeownership Plan and designates the Sacramento Housing and Redevelopment
Agency (SHRA) to act as a Purchase and Resale Entity (PRE) for all vacant single family homes
that are part of the Section 32 Homeownership Plan over the next five years.

Section 3. The Executive Director or her designee is authorized to execute documents, as
approved as to form by Agency counsel, relating to the Section 32 Homeownership Plan
amendment and the PRE Agreement establishing SHRA as the PRE. SHRA will purchase the
Section 32 single family units using seller carry back loans for Fair Market Value given their “as
is” condition. Section 32 Homeownership Plan vacant single family homes from the Housing
Authority of the County of Sacramento will be removed from the County’s public housing
inventory.

Section 4. The Executive Director, or her designee is authorized to amend the budget and
execute a loan agreement and/or a line of credit and other documents in a form as approved by
Agency counsel, to use the County Public Housing Homeownership Fund to pay the expenses of
the PRE attributed to units located in the County, including preservation costs, renovation
expenses and sales fees. The initial budget is $200,000 apportioned to Section 32 houses located
within the County, with $175,000 allocated for renovations and $25,000 allocated for holding
costs. The initial $200,000 loan will be disbursed as costs are incurred by the PRE. Future sales
proceeds will be used to repay the carry back loan and/or line of credit and to cover any
rehabilitation and holding costs in excess of the original $200,000 loan from the County Public
Housing Homeownership Fund. In the event the final sales price of a house is insufficient to pay
SHRA'’s line of credit and the seller carry back loan, the Housing Authority shall reduce a
portion of the carry back loan to balance the transaction.

Section 5. Proceeds from the PRE’s sales of these Section 32 homes shall be placed into
the Housing Authority of the County of Sacramento’s County Public Homeownership Fund.
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On a motion by Member , seconded by Member , the

foregoing Resolution was passed and adopted by the Housing Authority of the County of
Sacramento, State of California this 4th day of December, 2012, by the following vote, to wit:

AYES: Members,
NOES: Members,
ABSENT: Members,
ABSTAIN: Members,

Chair of the Housing Authority
of Sacramento County, California

(SEAL)

ATTEST:

Clerk
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SACRAMENTO HOUSING AND REDEVELOPMENT
AGENCY

AMENDED
SECTION 32 HOMEOWNERSHIP PLAN
FOR THE HOUSING AUTHORITIES OF THE
CITY AND COUNTY OF SACRAMENTO

Office of the Executive Director
Public Housing Authorities
801 12" Street
Sacramento, California 95814

Initially approved: February 2005
Amended December, 2012



SECTION 32 HOMEOWNERSHIP PLAN
Amended December 2012

Executive Summary

The Sacramento Housing and Redevelopment Agency (Agency) requests that HUD approve a
Section 32 homeownership program for the rehabilitation and sale of the 212 remaining two- and
three-bedroom single family homes in the public housing inventory of the Housing Authorities
of the City and County of Sacramento {(collectively the public housing authorities [PHA]). The
homes will be sold to low-income families as prescribed by the Section 32 regulations at 24 CFR
Part 906.

The Department of Housing and Urban Development approved a 5(h) Homeownership Program
for the Sacramento PHAs on December 29, 1996, which was adopted by the Sacramento
Housing and Redevelopment Commission on May 21, 1997. At that time, the Agency included
its entire inventory of 389 scattered single family homes in the program since their operation and
maintenance were not cost-effective. To date, 60 of those homes have been sold. Although the
program has been successful in gaining homeownership for public housing residents and
Housing Choice Voucher participants, several obstacles prevented the Agency from meeting its
ambitious sales goals in the previously approved plan. Most significant was the number of
existing residents in units authorized for sale under the 5(h) homeownership plan who declined
to purchase or who were not eligible to purchase their units; consistent with 5(h) regulations, the
Agency could not cause those families to relocate.

To more effectively accomplish its homeownership goals, the Agency has recently requested
HUD to allow it to reduce the number of homes to be sold under the 5(h) program to 73, all of
which are vacant. The Agency’s request for a reduction of units in its 5(h) plan was
accompanied by the statement that it would submit a Section 32 Homeownership Program for the
remaining homes as quickly as possible.

Goals and Objectives of the Homeownership Plan

The goal of the proposed Section 32 program is to provide 212 homeownership opportunities for
the public housing residents, Housing Choice Voucher holders, and other low-income
households in the City and County of Sacramento. The average resale price for a home in the
Sacramento region is now over $315,000, with very few homes on the market for under
$200,000. The Section 32 program will re-open this opportunity for Sacramento’s lower income
families.

The Sacramento Housing and Redevelopment Agency will provide direct assistance to the low-
income purchasers, including downpayment and closing cost assistance, counseling, relocation,
and subordinate financing, as well as manage the procurement, rehabilitation, marketing, and
sales of the homes. The Agency will cooperate with local lending institutions and a variety of
public and private lenders to arrange financing at the lowest available interest rates, and to secure



other subsidies to attain affordability for families with incomes at or below 80 percent of the area
median income (AMI) whose credit and debt allow them to qualify for private mortgages.

The Agency’s staff is experienced in implementing homeownership and single family
rehabilitation programs. The Agency operates a number of first-time homebuyer programs
available to Section 32 purchasers, including downpayment and closing cost assistance, deferred
second loans, the American Dream Initiative second loan financing and Mortgage Credit
Certificates. (Please see Attachment C for a chart of Agency homeownership programs.) In
addition, public housing residents in the Family Self Sufficiency (FSS) program build equity
through Federal Home Loan Bank-funded Individual Development Accounts which match on a
3-to-1 basis the savings that families accrue for downpayments. Therefore, public and privately
funded programs are available to assist candidates for the program who demonstrate their
eligibility for homeownership.

In addition to current residents and voucher holders and waiting list candidates, the Consolidated
Plan of the City and County of Sacramento identifies 5,000 low-income families in the Agency’s
jurisdiction with qualifying incomes for homeownership. Given its on-going commitment to
homeownership, which has created over 4,384 low-income and very low-income homeowners
during the past six years alone, the Agency believes this Section 32 homeownership program is
workable with sound potential for long-term success.

Method of Sale: Property Description

See Attachment A for the list of properties.

The Agency will sell the 212 two- and three-bedroom single family homes directly to low-
income tenants or eligible families in fee simple conveyance. The list in Attachment A includes
the HUD project number, street address, bedroom distribution, vacancy at the time of application,
and number of household residents currently in the units.

Amended December 2012

For remaining vacant single family houses in the Section 32 Homeownership program. the

Housing Authorities of the City and County of Sacramento desire to use a Purchase and Resale
Entity (PRE) to preserve, renovate, and sell the homes. The Sacramento Housing and
Redevelopment Agency (SHRA) will act as the PRE by purchasing the houses using seller carry
back loans or similar agreements for Fair Market Value given their “as is” condition. The
purchase agreement shall include the deed of trust ensuring affordability for a qualified low
income homebuyer.

SHRA shall preserve, renovate, and sell the houses to qualified low income families. SHRA
expenses shall be paid from a limited line of credit from the Citv and County Public Housing

Homeownership funds. The seller carry back loan and line of credit shall be repaid by SHRA as

each house is sold. Any proceeds remaining shall accrue to the respective funds from which they

were originally withdrawn. Any loss on the sale of the house. after documented expenses, shall
be balanced by writing down a portion of the seller carry back loan. SHRA shall provide reports

on the costs involved and sale of each house.




SHRA as PRE will also be responsible for identifying and preparing qualified low income
families who are ready for homeownership and want to purchase the houses. Program costs shall
be recovered upon sale of each house. SHRA shall have five years to sell renovated houses to
low income families. If any house shall not be sold within five vears, ownershin shall revert to
the Housing Authorities of the City and County of Sacramento under the same terms as they
were originally acquired by SHRA, depending on the location of the home,

Repair or Rehabilitation

The 212 properties included in the Section 32 program need a range of rehabilitation work to
meet or exceed applicable local codes and Housing Quality Standards. The majority of homes
were built in the 1950s and1960s, and have similar characteristics with the homes sold or being
rehabilitated under the current 5¢h) program. In addition to housing authority maintenance and
unit turnover records for the homes to be included under the Section 32 program, the current
rehabilitation work being undertaken on the 5(h) homes provides a reasonable basis for
estimating Section 32 rehabilitation costs. Those costs are estimated at an average of $95,000
for the rehabilitation work, including HUD requirements for lead-based paint and asbestos
assessment and remediation, Attachment B provides the Physical Need Assessment form used by
the Agency and an example of the condition of a typical single family property in the PHA
homeownership program.

Upon rehabilitation completion, the major components will have a remaining useful life that is
sufficient to justify a reasonable expectation that homeownership will continue to be affordable
by the purchasers over time. Accordingly, the major building systems will have a remaining
useful life of 5 — 15 years. The Agency will continue its practice of providing the homeowner a
wartanty policy through an established company. It will cover the major systems for one year,
after which time the homeowner assumes responsibility. The minimal cost of the policy is
included in the purchase price.

The after-rehab value of the three-bedroom properties, estimated at $220,000, is based on current
appraisals for the homes sold under 5(h) and a list of 350 comparable single family homes sold
in the last quarter of 2004 in the same neighborhoods in which the majority of the Section 32
homes are located. The estimated value for two-bedroom properties (ten percent of the units) is
$190,000. The comparables included the following values: floor space 900 — 1,000 square feet;
lot square footage — 6,800 to 8,000 square feet; year built range from 1956 to 1958; and all one-
story homes.

The rehabilitation plan for each unit includes the following (shown also on the Implementation
Schedule):

Physical needs inspection of the unit by an Agency construction technician
Scope of work and specifications prepared, including architectural plans on an as-needed
basis

¢ Bidding package prepared for a group of 5-15 homes, depending on condition and
location

e Selection of contractor(s)



o Compliance monitoring established for Davis-Bacon wages, minority and small business
enterprises, etc.

e Construction contract administration

o Close-out: final inspection, completion and occupancy notices, etc.

Contract award and administration follow federal procurement standards and California public
contract code, when applicable (depending on the source of funds used for rehabilitation).
Hazardous materials (asbestos and lead-based paint) will be abated. When a prospective
purchaser with disabilities requests accessible features, the features will be added in accordance
with 24 CFR parts 8 and 9.

If an HCV homeownership participant chooses to purchase a Section 32 home, the Agency will
provide an independent entity to perform the following rehabilitation duties:

¢ Conduct the initial housing quality standards (HQS) inspection; and
e Review the independent inspection report.

(Additional HCV-related duties by the independent housing entity are described below under
“Sale and Financing.”)

See Attachment B for the Physical Need Assessment form and an example of the
condition of a typical property

Purchaser Eligibility and Selection

Selection Process

The Agency’s homeownership staff will offer the right of first refusal to the residents occupying
the units, all of whom are below the low-income (80 percent of area median income) standard for
the program, according to the PHA’s annual income recertifications. The homeownership staff
will provide information on the Section 32 program, its application process and eligibility
requirements.

The Agency has been operating a 5(h) homeownership program since 1999 and an HCV
homeownership program available to public housing residents and HCV participants for the past
three years. As a result of communicating about these programs, there are over 80 HCV and
resident households who are currently in the counseling and credit-repair process, working
toward mortgage eligibility. In addition there are also 155 families participating in the Family
Self-Sufficiency (FSS) Program, many of whom are already involved in savings plans under the
Agency’s Individual Development Account program. Because of these prior outreach efforts,
the Agency will turn its information and marketing efforts toward these households already in



the homeownership counseling process, following the right of refusal process with the current
occupants of the units.

Additionally, the Agency in March 2005 will contact current public housing residents and
Housing Choice Voucher holders with incomes between 50 percent of median and 80 percent of
median in order to maintain a pool of potentially eligible households. As these priority
purchasers work their way through homeownership counseling and mortgage eligibility, they
will be given priority in home purchase.

If there are not sufficient eligible purchasers from these sources of applicants, the Agency will
broadly market the program to other low-income families in the city and county. (Please see
Attachment - Affirmative Marketing Plan.) Low-income residents in rental affordable housing
developments with homeownership counseling and savings plans in place will be contacted as
part of the Affirmative Marketing Plan.

Eligibility is limited to households who are capable of assuming the financial obligations of
homeownership, as outlined below. Applicants who have met basic eligibility standards are
required to attend homebuyer counseling programs if they have not previously enrolled or
completed the required courses or need further attention for credit repair. Upon completing the
homebuyer counseling program and obtaining a mortgage commitment, applicants will be given
the choice of properties in the program. The rehabilitation schedule for the single family
properties will be available to the participants throughout the program.

To summarize, the selection process will start with the public housing resident occupying the
unit followed by families enrolled in Agency’s FSS program and HCV homeownership
candidates that responded to previous outreach and information sessions and are undertaking
homeownership counseling and credit repair. For all of those and any further participants from
public housing, the voucher program, and the general public, an initial determination of
eligibility is made on the basis of the following requirements:

Eligibility Requirements

In order to be selected as a participant in this program, applicants shall meet the following
selection criteria:

1. Each applicant must complete a program application, with references.

2. At least one family member must be gainfully employed or have an established source of
continuing homeownership-appropriate income for a period of at least two (2) years.

3. Applicants must be current in all rent obligations for at least twelve months and not have any
outstanding charges for damages to any apartment nor incurred excessive maintenance
charges in the past year;

4. Acceptance as a participant is conditioned upon receipt of an acceptable credit report.

5. Participants shall not have an income greater than 80 percent of area median income for their
respective family size.



6. Participants must be able to afford an average monthly estimate for mortgage principal and
interest, insurance, real estate taxes, utilities, maintenance and other regularly recurring
homeownership cost not to exceed the sum of 35 percent of income and any subsidy that will
be available for such payments.

7. Participants must demonstrate the ability to contribute from their own resources a portion of
the downpayment that is not less than one percent of the purchase price of the housing.

8. Purchasers shall occupy the home as their principal residence and be a first-time homebuyer.
(“First-time homebuyer” means that neither the purchaser nor spouse has owned a home
during the last three years, with the following exceptions: a displaced homemaker who
worked primarily without remuneration and who owned a home with a previous spouse; and
a purchaser with children who is legally separated but who owned a home with a previous
spouse.)

9. Participants must complete homebuyer counseling programs (described in more detail under
“Counseling™).

Sale and Financing

Method of Sale and Ownership

All properties will be made available for sale after completion of the rehabilitation work. They
will be sold as fee simple property.

Below-market Financing

The Sacramento Section 32 homeownership program will provide below market purchase prices
to ensure the homes affordability to eligible buyers. The market value of the properties will be
established by appraisal, and the affordable price (the discounted market price) will be
established based on what a low-income household could afford for two- and three-bedroom
homes. The calculation of affordability, which determines the affordable purchase price,
includes monthly estimates for mortgage principle and interest, insurance, real estate taxes,
utilities, maintenance and other recurring costs such as flood insurance and mortgage insurance.
These costs may not exceed 35 percent of income plus any other subsidy used for monthly

payments.

The difference between the affordable price and the market value of the home will be captured in
a promissory note and deed of trust (non-cash deferred payment second mortgage) as described
below under Limitation on Resale Profit (906.29).

One percent of the purchase price of the house must come from the resident’s own funds, as
described above under Purchaser Eligibility and Selection.



Homebuyer Subsidies

The Agency’s experience in its homeownership programs, including the 5(h) program, shows
that first mortgage interest rates are usually at or slightly below the low end of the current market,
due in part to FHA-insured loan programs and lenders’ Community Reinvestment Act programs.
The one exception where interest rates are one to two points below market is the California
Housing Finance Agency’s Local Government Partnership Program, which unfortunately carries
severe restrictions on recapture.

The most prevalent source of subsidies for low-income purchasers is downpayment and closing
cost assistance and second mortgage assistance programs, both Agency-sponsored and private
lender sponsored. In addition, private lenders offer downpayment grants as part of their
Community Reinvestment Act activities. For example, Citibank has continued California
Federal’s downpayment grant program that ranges from $5,000 to $8,000 per low-income
household. The Agency also offers second mortgage assistance programs that carry deferred
payment terms. Attachment C lists the Agency’s homeownership programs and their terms. The
homebuyer counseling programs required by the Agency cover all these forms of assistance, both
public and private. The housing authorities also carry out a Family Self-Sufficiency Program for
public housing residents which matches residents’ savings 3 to 1 with grants from the Federal
Home Loan Bank of San Francisco’s Affordable Housing Program for their approved Individual
Development Account (IDA) program.

Recapture and Anti-Speculation Provisions

Because the dwellings will be sold for less than their fair market value, the purchaser will
execute a promissory note, payable to the housing authority, along with a mortgage securing the
obligation of the note, for the difference between the initial affordable price (the discounted sales
price) and the initial market value. This difference will be stated in the note as a dollar amount
and will be a deferred payment loan due on resale. Subordinate financing, including mortgage
assistance loans and other first-time homebuyer assistance, will be repaid at resale according to
the terms of the assistance. (Some downpayment loans are forgiven proportionately over their
term.)

For the first five year period, the purchaser who sells will be obligated to repay the housing
authority loan and other subordinate homeowner subsidies, according to the individual program’s
terms. They will then be permitted to retain one-half of any resale profit attributable to
appreciation in value over the initial market value, along with any portion of the resale profit that
is attributable to documented capital improvements made by the owner after purchase, any
personal initial investment (downpayment and ¢losing costs) and the reasonable costs of resale.
The balance of the resale profit will return to the housing authorities as sales proceeds, and used
according to the Section 32 Homeownership Plan.

After the first five years of residency, the purchaser will be permitted to retain the resale profit
attributable to appreciation in value over the initial market value, plus any documented capital
improvements, downpayment and closing costs. Subordinate financing will be due on sale,
according to the terms of the assistance.



Homeowners will be protected against the loss of their initial investments. If the resale price of
the home is below its initial market value, the home purchaser will receive all initial investments
(downpayment and closing costs), the reasonable costs of resale, and reduction in principal
amounts in the first mortgage by deducting those payments from the housing authority’s loan
repayment that captured the difference between the initial market value and the initial affordable
sales price.

The Agency is not proposing to require resale restrictions for subsequent purchasers.
Recapture Analysis

Following is an example of the proposed resale provisions, somewhat simplified to demonstrate
the major provisions of recapture before and after a 5-year owner-occupancy.

Initial sale to low-income purchaser Upon resale
Fair market value $220,000

Affordable sales price $160,000

Housing authority subordinate loan 60,000 Repaid

First mortgage $145,000 Balance repaid
Downpayment (all sources, assume grants) 6,000 Equity to seller
Closing costs (local loan, deferred pmt.) 5,000 See note below
Mortgage assistance deferred pmt. Loan 9,000 Repaid

Upon sale at year 3, with an appraised value at $230,000, the seller would repay the $60,000
housing authority loan and $9,000 mortgage assistance loan for a total of $69,000. (We assume
for sake of simplicity that the initial closing cost loan and the resale closing costs would cancel
themselves out.) The seller would receive his/her downpayment equity (plus mortgage principal
reduction, which is not shown), and one-half of the appreciation in value over the original fair
market value ($5,000), for a total of $11,000.

Upon sale at year 7, with an appraised value at $250,000, the seller would repay the same loans
as stated above, receive his/her initial equity, and receive the $30,000 appreciation between the
initial market value and resale market value.

Determinations of market value will be made on the basis of appraisals made by an independent
appraiser selected by the Agency.

The sale of Section 32 homes to HCV homeownership participants who use their vouchers for
the purchase of the units will follow the procedures found in the Section 8 Homeownership Final
Rule of October 12, 2000, namely that the Agency must provide an independent entity to
perform the following administrative duties:

Review the contract of sale;

Conduct the initial housing quality standards (HQS inspection;

Review the independent inspection report; and

Determine the reasonableness of the sales price and any Agency-provided financing.



Protection against Fraud.

The Agency will place a title restriction conditioning the initial purchaser’s right to resell the
Section 32 home to compliance with the resale restrictions described above. In addition, all
housing authority recordations against the properties and those placed by the Agency for
downpayment and/or mortgage assistance include a requirement of owner-occupancy. Upon sale,
all Agency documents and recorded liens are placed with the Agency’s portfolio management
department and the property transaction is sent to the servicing company that tracks and reports
payments and title changes for all Agency loans.

Resident Consultation

The housing authority is currently operating a 5(h) “Homes for Sale” program for the sale of its
single family inventory to low-income households and has operated a Housing Choice Voucher
(HCV) homeownership program until December 31, 2004. As a result, public housing and HCV
participants, some of whom are in various stages of homeownership counseling, are aware of the
reasons for transitioning from the 5(h) program to Section 32. Specifically, the housing
authority’s 2005 Annual Plan, presented to the Resident Advisory Board in June 2004, and
subsequently to the Sacramento Housing and Redevelopment Commission, City Council, and
Board of Supervisors in public meetings, included the intent to apply for the Sec. 32 program.

At its public meeting of November 3, 2004, the Sacramento Housing and Redevelopment
Commission received a report on the status of the 5(h) program, including the need to
concentrate on selling the vacant houses, submitting a request to HUD for that purpose, and
applying to HUD for a Sec. 32 program which would enable the housing authority to sell more
units efficiently. Two members of the Resident Advisory Board RAB) are members of the
Commission.

On December 16, 2004, SHRA staff presented to the RAB a review of the 5(h) and Sec. 32
programs and the reasons for their applications to HUD. A list of the resident representatives at
the meeting is attached. The RAB representative to the Commission also commented favorably
on the applications. SHRA did not receive any written comments, but three residents asked for a
list of the single family properties, and they were mailed those lists.

On January 24, 2004, SHRA distributed through its Resident Services staff the same written
information on the 5(h) and Sec. 32 programs to the housing authority’s 23 resident councils
{(both city and county).

SHRA staff has held numerous meetings with the Sacramento Neighborhood Housing Services,
the primary homeownership counseling agency working with public housing and HCV
households on budgeting and credit issues in preparation for future homeownership opportunities.
Of the over 400 households who submitted applications through the housing authority since 2002,
48 have purchased homes, 42 have been referred to lenders and are seeking housing, 57 have
completed counseling and are working on financing issues, and 245 remain in a variety of
counseling activities.
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Future consultation with residents will occur at many levels: 1) through the counseling agencies
working with future homeowner purchasers in their counseling and credit-repair programs; 2)
through information sessions described above under Purchaser Eligibility and Selection; and 3)
through the public housing authorities’ resident councils.

Counseling

All prospective and actual Section 32 purchasers receive (and are required to attend) home
ownership counseling and training provided by local nonprofit organizations experienced in
homeownership financing, maintenance, and overall responsibilities. The Agency has in the past
contracted with ACORN Housing Corporation (AHC) formed by the Association of Community
Organizations for Action Now {(ACORN), Sacramento Neighborhood Housing Services (SNHS),
and the Sacramento Home Loan Counseling Center (SHLCC). The Agency’s cost for this
counseling and training is included in the proposed budget.

The homebuyer counseling program is a three-part series. First is an introductory first-time
homebuyer educational seminar that orients possible purchasers to the values and risks of
homeownership and includes homebuyer readiness assessments. Applicants can attend any
homebuyer seminar, which occur frequently. Home buyers receive a home buyer's certificate at
the completion of the seminar that is good for affordable housing financing programs, such as
Fannie Mae's community home buyer program.

Applicants then attend a credit and budget management seminar that provides financial
counseling and budgeting techniques for managing household finances with a mortgage payment.
The third counseling program covers home maintenance and good neighbor practices and

focuses on the transition from renter to homeowner. This seminar is followed up with a home
maintenance information/manual given to the new property owners.

In addition, the counseling organizations work with homeowmership applicants over time on
credit-repair plans. They track the participants’ progress and report on their status to the
Agency’s resident services staff. When the participants® credit status has improved to the point
where they are mortgage-eligible, the counseling agency reviews mortgage loan provisions and
the various public and private assistance programs available. The Agency’s homeownership
staff assists the family in applying for the Agency’s assistance.

Nonpurchasing Residents

The Agency will offer residents in units to be offered for sale the right of first refusal to purchase
the unit. The resident’s application will be evaluated on the eligibility standards described
previously, as any other applicant. In the event the resident does not exercise the right of first
refusal, the Agency’s relocation staff will notify the resident in writing at least 90 days prior to
the displacement date that the unit will be vacated and that the resident household will be offered
comparable housing within the public housing program. The Agency will provide a choice of

11



comparable units, counseling, and payment of the actual costs of moving. The property will not
undergo rehabilitation until the relocation has taken place.

The Agency has had considerable experience in carrying out relocation assistance, both through
public housing modernization activity and other revitalization programs. The cost of relocation
will be paid by sales’ proceeds and is included in the Section 32 budget. The estimated costs of
relocation per unit are as follows:

$1,200 for the basic moving cost
200 for resident counseling
50 reimbursement for re-establishment of utility services
$1,450 relocation expenses per unit

Assuming that 200 units will be occupied, the total relocation cost is estimated at $290,000.

Two public housing units will be offered to the resident, consistent with the housing authorities’
current policies on relocation contained in its approved Administrative Plan.

Sales Proceeds

The Agency assumes a two-tired system for receiving proceeds: (1) the initial net proceeds from
sale and (2) the resale proceeds over time representing the difference between the initial
affordable sale price and the market value of the home. The proceeds will be retained by the
Agency and used as follows:

1. Payment of administrative costs that are necessary and reasonable for carrying out the
Section 32 Homeownership Plan;

2. Assistance to low-income families under the Agency’s homeownership programs
(Attachment C) that enable them to purchase dwellings at affordable costs from private or
public owners;

3. Assistance to affordable housing developments serving low-income families, financed by
other federal, state, or local housing programs, such as gap financing for multifamily
housing under the Agency’s Multifamily Loan Policies;

4. The development of additional public bousing or that owned in whole or in part by
Agency-controlled nonprofit corporations with dwelling units affordable to and occupied
by very low-income and low-income households (24 CFR 941 Subpart F);

5. Assistance to low- and very low-income tenants in tenant-based assistance programs to
ensure the continuation of their tenancy in the event of program reductions; and

6. For any purposes authorized for the use of operating funds under the ACC, including

maintenance and modernization, augmentation of operating reserves, protective services,
and resident services.

12



Administration

Program Administration and Oversight

Program administration of the Section 32 program includes three major components: (1)
rehabilitation; (2) resident services and homeownership assistance, and (3) property sale and loan
closing. A project manager will be responsible for the program’s implementation, reporting, and
maintaining the program’s three major components in balance through intensive coordination.

Rehabilitation. Three construction technicians experienced in housing rehabilitation and
contract administration will be assigned to the program. They will conduct the physical needs
assessments, prepare bidding documents, coordinate the contractor bidding and selection process
with the Agency’s procurement and compliance division, and administer the construction
contracts. Other persons necessary for the housing rehabilitation functions will be the Agency’s
supervising architect, CAD operator, and support staff.

Homeownership Services. The Agency’s Homeownership Program staff will be in charge of
the activities necessary to inform and financially assist low-income purchasers for the Section 32
homes. As described above under Purchaser Eligibility and Selection, under the direction of the
project manager, they will manage the dissemination of information to public housing residents,
HCV participants, and low-income households within the general public. They will determine
initial eligibility, manage the contracts with local housing counseling agencies, and make the
Agency’s resources known and available to potential purchasers,

Property Sale and Closing. The final component, property sale and closing, is overseen by the
Agency’s Real Estate Division, experienced in property management and disposition.
Responsibilities include coordination with the housing rehabilitation staff (e.g., timing of notices
of completion), obtaining appraisals, drawing financial and closing documents, requesting title
transfer from HUD, and ensuring that the proper documentation is sent to the Agency’s finance
division, portfolio management, and project manager. In the event of HCV purchasers under the
Agency’s HCV homeownership program, the independent entity will perform its inspection and
review functions prior to loan closing.

Records, Accounts and Reports

The Agency will maintain all records, accounts, reports, and files that relate to the
implementation of the revised Section 32 program and will submit all required monitoring and
financial reports to HUD, including annual sales reports. All Section 32 financial transactions
are maintained in separate fund accounts by the Agency’s finance department, which provides
the central financial record-keeping services for both capital expenditures and receipts and
personnel charges related to the program. The Agency will ensure that the receipt, retention and
use of sales proceeds are covered in the regular independent audits of the Agency's public
housing operations. Sales reports will be reported though PIC and the Annual Plan.

13



Individual purchaser records are maintained by the Agency’s Portfolio Management Department,
These files include income certifications, mortgage eligibility, HQS verification and
rehabilitation work, settlement statements, and copies of all loans and title documents. If
applicable, relocation notices and expenses will also be maintained in the purchaser files. If a
unit is sold, repayment and recapture information is also included in the file.

The program files maintained by the project manager will include relocation notices, financial
records, and procurement documents related to moving services.

Budget

Budget and Staffing

The first year budget estimate for the rehabilitation and disposition of an average home is
$104,150 per unit. Of this amount, total construction costs on average (including blueprints,
plans and construction management) are estimated at $99,000, the balance of $5,150 being total
administrative costs per house. The all-inclusive cost estimates for the program for the first year,
described above under Administration, are as follows:

Rehabilitation, Construction Management $99,000 per house

Homeownership Services: $950 per house
Counseling: $250 per house over a two-year period
Relocation (moving and services) $1.,450 per house
Property Sale/Closing: $1,000 per house
Project Management: $1.500 per house
Total Estimated Cost $104,150 per house

Budget notes: The rehabilitation costs assume Davis-Bacon wage rates. Marketing/outreach is
carried out by the Agency’s homeownership and real estate staff, the former coordinating its
work with the nonprofit counseling agencies. The counseling costs represent current contractual
agreements for the three-part series of counseling seminars described above under Counseling.
These costs average $250 per participant and assume that one-third will not complete the courses
or achieve mortgage eligibility by the time that the vacant homes are sold.

14
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Exhibit B

Agreement for Sacramento Housing and Redevelopment

Agency (SHRA) to Act as
Purchase and Resale Entity (PRE)
For Vacant Section 32 Homeownership
Single Family Homes

THIS AGREEMENT, dated , 1s by and between the Housing
Authority of the County of Sacramento (the Housing Authority) and the Sacramento
Housing and Redevelopment Agency for a term of five years. The organizations are
distinct and separate legal entities.

Whereas, the Housing Authority have need for the services of a Purchase and Resale
Entity (PRE) to purchase, preserve, renovate, and sell vacant single family houses for sale
to qualified low income families and SHRA has agreed to offer its services as a PRE and
provide the services required, now, therefore, the parties agree as follows.

1.

SERVICES. SHRA will perform the obligations set forth in this
AGREEMENT, including those identified in Exhibit A, Scope of Services.

WRITTEN NOTICE. Any notice of termination or other communication
having a material effect on the AGREEMENT shall be serviced by U. S. Mail
on the signatories listed.

COMPLIANCE. SHRA shall comply with all applicable federal, state and
local laws, rules and regulations, including the Section 32 Homeownership
Plan of the Housing Authority of the County of Sacramento.

AGREEMENT. The Housing Authority of the County of Sacramento will
sell vacant Section 32 Homeownership houses using seller carry back loans
for Fair Market Value given their “as is” condition, to SHRA as a Purchase
and Resale Entity. After five years, any houses not sold by SHRA as PRE
shall return ownership to the Housing Authority from which the property
originated. SHRA shall not encumber any of the houses without the advance
written permission of the Housing Authority.

JUDICIAL RULING. If any provision of this AGREEMENT as applied to
either party or to any circumstances shall be determined by a court to be void
or unenforceable, the same shall in no way affect any other provision of this
AGREEMENT or the validity or enforceability of the AGREEMENT.

INDEPENDENT CONTRACTOR. SHRA, in carrying out the services to
be provided under this AGREEMENT, is acting as an “independent



contractor” and shall do so without discrimination or bias in accordance with
the Fair Housing Act and implementing regulations. Although the Housing
Authority reserve the right to determine the delivery schedule for the work to
be performed and to evaluate the quality of the completed performance, the
Housing Authority will not control the means or manner of the SHRA’s
performance. SHRA is responsible for determining the appropriate means and
manner of performing the work within the established annual budget, as
determined by the Housing Authority.

MUTUAL INDEMNIFICATION. Neither SHRA, nor any of its officers or
employees, shall be responsible for any damage or liability occurring by
reason of anything done or omitted to be done by the Housing Authority under
this Agreement. It is also understood that, pursuant to Government Code
Section 895.4, the Housing Authority shall fully indemnify, defend and hold
SHRA harmless from any liability imposed for injury to persons pr property
occurring by reason of anything done or omitted to be done by the Housing
Authority under or in connection with any work, authority or jurisdiction
delegated to the Housing Authority under this Agreement.

Neither the Housing Authority, nor any of its officers or employees, shall be
responsible for any damage or liability occurring by reason of anything done
or omitted to be done by SHRA under this Agreement. It is also understood
that, pursuant to Government Code Section 895.4, SHRA shall fully
indemnify, defend and hold the Housing Authority harmless from any liability
imposed for injury to persons or property occurring by reason of anything
done or omitted to be done by SHRA under or in connection with any work,
authority or jurisdiction delegated to SHRA.

WARRANTY. SHRA hereby warrants that as PRE, internal controls are in
place to protect against fraud, or issue of funds, or other property by
employees and/or agents. SHRA is accountable to the Housing Authority for

the recordkeeping, reporting, and audit requirements of Section 24 CFR
906.33.

COMPENSATION. SHRA as PRE shall limit its administrative and
overhead costs, and any compensation or profit that may be realized by the
PRE, to amounts that are reasonable in relation to its responsibilities and risks.
Accordingly, the initial budget for SHRA as PRE shall be set at $200,000,
which shall be structured as a line of credit from the County Public Housing
Homeownership fund, repayable within five years and amortized from
proceeds from the sale of each Section 32 Homeownership house. In the
event the final sales price is insufficient to pay the full amount of the line of
credit expenses incurred in preserving and renovating the houses and the seller
carry back loan, the Housing Authority will reduce a portion of the seller carry
back loan to balance the transaction.



10. TERMINATION OF AGREEMENT. The AGREEMENT may be
terminated under the following conditions.

a. By written mutual agreement of both parties. Termination of this
provision may be immediate.

b. In the event that the Section 32 Homeownership amendment is not
approved by the Department of Housing and Urban Development (HUD),
this AGREEMENT will terminate immediately.

c. The Housing Authority may terminate this AGREEMENT if SHRA
fails to provide services, or fails to meet performance standards as
specified in this AGREEMENT (or subsequent modifications of this
agreement), within the time specified herein or any extension thereof.
Termination under this provision may be immediate.

d. Failure of SHRA or the Housing Authority to comply with the
provisions of this AGREEMENT and all applicable federal, state, and
local laws and rules may be cause for termination of this contract.

e. Failure to sell all properties to low income home buyers within five
years.

f. If this AGREEMENT is terminated pursuant to Section 10 ¢, above,
then SHRA shall calculate its expenses incurred up to the date of
termination and submit them for payment. Any funds held by SHRA as
PRE shall be returned to the County Public Housing Homeownership
Fund.

11, SUBCONTRACTING. No portion of this agreement may be contracted or
assigned to any other individual, firm or entity without the express and prior
written approval by the Housing Authority. Approval shall not be

unreasonably withheld.
HOUSING AUTHORITY OF THE SACRAMENTO HOUSING and
COUNTY OF SACRAMENTO REDEVELOPMENT AGENCY
La Shelle Dozier James Shields
Executive Director Director of Administration



Exhibit A
Scope of Services

The Purchase and Resale Entity (PRE) shall perform as follows:

1.

The Sacramento Housing and Redevelopment Agency (SHRA), as the
designated PRE, shall accept title to vacant Section 32 Homeowership single
family houses using seller carry back loans for Fair Market Value given their
“as is” condition. There are nine (9) currently vacant single family houses
from the Section 32 Homeownership Plan that will be transferred to the PRE
effective upon execution of this AGREEMENT, or as soon as reasonably
possible thereafter.

The PRE shall develop a plan to preserve, renovate, and sell the homes to
qualified low income home buyers. “Preservation” shall include securing,
managing, and caring for the homes to protect their integrity and appearance
within the neighborhood in which each house is located. “Renovation™
includes developing repair specifications and performing construction to
ensure the houses are move-in ready and all major systems have a useful life
of at least 15 years. “Qualified low income home buyers” means identifying
low income families with the motivation and means to purchase the houses,
and providing them with homeowner education that is generally recognized to
help lead to successful homeownership. All vacant houses are to be renovated
and sold to qualified low income home buyers within five years. Any Section
32 houses not sold by the PRE within that time shall have ownership revert to
the originating housing authority.

The PRE shall secure the expertise of a qualified realtor including a certified
appraiser to assist the sale of each home in a timely manner and ensure that
each sale is consistent with real estate laws of California. The homes will be
sold at Fair Market Value via a Public Sale.

The PRE will utilize the expertise of qualified personnel, organizational
capacity, and/or financial institutions to provide homeownership, counseling,
training, and technical assistance to each qualified purchaser.

The PRE will identify a budget for the plan to sell Section 32 vacant single
family houses, including all preservation, renovation or repair costs,
professional service expenses, counseling, legal, financial, etc. SHRA will be
paid for its actual and documented expenses and may draw needed funds for



expenses as a line of credit from the County Public Housing Homeownership
fund, to be repaid upon the sale of each house.

The preservation and renovation budget shall initially be $200,000 for vacant
houses located in Sacramento County.

The PRE will keep accurate records and evidence of each house sale and the
funds provided. Documentation provided to the Housing Authority include
final closing statements, deed restrictions, loan agreements, administrative and
other expenses incurred in preparing each house for sale and qualifying low
income home buyers.

The Housing Authority of the County of Sacramento Public Housing
Homeownership fund shall incur any gain associated with the sale of the
house to a qualified low income family. SHRA shall not incur any benefit or
loss from its activities related to the preservation, renovation, or sale of the
vacant Section 32 houses. If the sales price is insufficient to pay the full cost
of the line of credit expense and seller carry back loan, the Housing Authority
will reduce a portion of the seller carry back loan to balance the transaction.



Exhibit B

Agreement for Sacramento Housing and Redevelopment

Agency (SHRA) to Act as
Purchase and Resale Entity (PRE)
For Vacant Section 32 Homeownership
Single Family Homes

THIS AGREEMENT, dated , is by and between the Housing
Authority of the County of Sacramento (the Housing Authority) and the Sacramento
Housing and Redevelopment Agency for a term of five years. The organizations are
distinct and separate legal entities.

Whereas, the Housing Authority have need for the services of a Purchase and Resale
Entity (PRE) to purchase, preserve, renovate, and sell vacant single family houses for sale
to qualified low income families and SHRA has agreed to offer its services as a PRE and
provide the services required, now, therefore, the parties agree as follows.

1.

SERVICES. SHRA will perform the obligations set forth in this
AGREEMENT, including those identified in Exhibit A, Scope of Services.

WRITTEN NOTICE. Any notice of termination or other communication
having a material effect on the AGREEMENT shall be serviced by U. S. Mail
on the signatories listed.

COMPLIANCE. SHRA shall comply with all applicable federal, state and
local laws, rules and regulations, including the Section 32 Homeownership
Plan of the Housing Authority of the County of Sacramento.

AGREEMENT. The Housing Authority of the County of Sacramento will
sell vacant Section 32 Homeownership houses using seller carry back loans
for Fair Market Value given their “as is” condition, to SHRA as a Purchase
and Resale Entity. After five years, any houses not sold by SHRA as PRE
shall return ownership to the Housing Authority from which the property
originated. SHRA shall not encumber any of the houses without the advance
written permission of the Housing Authority.

JUDICIAL RULING. If any provision of this AGREEMENT as applied to
either party or to any circumstances shall be determined by a court to be void

or unenforceable, the same shall in no way affect any other provision of this
AGREEMENT or the validity or enforceability of the AGREEMENT.

INDEPENDENT CONTRACTOR. SHRA, in carrying out the services to
be provided under this AGREEMENT, is acting as an “independent



contractor” and shall do so without discrimination or bias in accordance with
the Fair Housing Act and implementing regulations. Although the Housing
Authority reserve the right to determine the delivery schedule for the work to
be performed and to evaluate the quality of the completed performance, the
Housing Authority will not control the means or manner of the SHRA’s
performance. SHRA is responsible for determining the appropriate means and
manner of performing the work within the established annual budget, as
determined by the Housing Authority.

MUTUAL INDEMNIFICATION, Neither SHRA, nor any of its officers or
employees, shall be responsible for any damage or liability occurring by
reason of anything done or omitted to be done by the Housing Authority under
this Agreement. It is also understood that, pursuant to Government Code
Section 895.4, the Housing Authority shall fully indemnify, defend and hold
SHRA harmless from any Lability imposed for injury to persons pr property
occurring by reason of anything done or omitted to be done by the Housing
Authority under or in connection with any work, authority or jurisdiction
delegated to the Housing Authority under this Agreement.

Neither the Housing Authority, nor any of its officers or employees, shall be
responsible for any damage or liability occurring by reason of anything done
or omitted to be done by SHRA under this Agreement. It is also understood
that, pursuant to Government Code Section 895.4, SHRA shall fully
indemnify, defend and hold the Housing Authority harmless from any liability
imposed for injury to persons or property occurring by reason of anything
done or omitted to be done by SHRA under or in connection with any work,
authority or jurisdiction delegated to SHRA.

WARRANTY. SHRA hereby warrants that as PRE, internal controls are in
place to protect against fraud, or issue of funds, or other property by
employees and/or agents. SHRA is accountable to the Housing Authority for
the recordkeeping, reporting, and audit requirements of Section 24 CFR
906.33.

COMPENSATION. SHRA as PRE shall limit its administrative and
overhead costs, and any compensation or profit that may be realized by the
PRE, to amounts that are reasonable in relation to its responsibilities and risks.
Accordingly, the initial budget for SHRA as PRE shall be set at $200,000,
which shall be structured as a line of credit from the County Public Housing
Homeownership fund, repayable within five years and amortized from
proceeds from the sale of each Section 32 Homeownership house. In the
event the final sales price is insufficient to pay the full amount of the line of
credit expenses incurred in preserving and renovating the houses and the seller
carry back loan, the Housing Authority will reduce a portion of the seller carry
back loan to balance the transaction.



10. TERMINATION OF AGREEMENT. The AGREEMENT may be
terminated under the following conditions.

a. By written mutual agreement of both parties. Termination of this
provision may be immediate.

b. In the event that the Section 32 Homeownership amendment is not
approved by the Department of Housing and Urban Development (HUD),
this AGREEMENT will terminate immediately.

c. The Housing Authority may terminate this AGREEMENT if SHRA
fails to provide services, or fails to meet performance standards as
specified in this AGREEMENT (or subsequent modifications of this
agreement), within the time specified herein or any extension thereof.
Termination under this provision may be immediate.

d. Failure of SHRA or the Housing Authority to comply with the
provisions of this AGREEMENT and all applicable federal, state, and
local laws and rules may be cause for termination of this contract.

e. Failure to sell all properties to low income home buyers within five
years.

f. If this AGREEMENT is terminated pursuant to Section 10 ¢, above,
then SHRA shall calculate its expenses incurred up to the date of
termination and submit them for payment. Any funds held by SHRA as
PRE shall be returned to the County Public Housing Homeownership
Fund.

11.  SUBCONTRACTING. No portion of this agreement may be contracted or
assigned to any other individual, firm or entity without the express and prior
written approval by the Housing Authority. Approval shall not be

unreasonably withheld.
HOUSING AUTHORITY OF THE SACRAMENTO HOUSING and
COUNTY OF SACRAMENTO REDEVELOPMENT AGENCY
La Shelle Dozier James Shields
Executive Director Director of Administration



Exhibit A
Scope of Services

The Purchase and Resale Entity (PRE) shall perform as follows:

1.

The Sacramento Housing and Redevelopment Agency (SHRA), as the
designated PRE, shall accept title to vacant Section 32 Homeowership single
family houses using seller carry back loans for Fair Market Value given their
“as i1s” condition. There are nine (9) currently vacant single family houses
from the Section 32 Homeownership Plan that will be transferred to the PRE
effective upon execution of this AGREEMENT, or as soon as reasonably
possible thereafter.

The PRE shall develop a plan to preserve, renovate, and sell the homes to
qualified low income home buyers. “Preservation” shall include securing,
managing, and caring for the homes to protect their integrity and appearance
within the neighborhood in which each house is located. “Renovation”
includes developing repair specifications and performing construction to
ensure the houses are move-in ready and all major systems have a useful life
of at least 15 years. “Qualified low income home buyers” means identifying
low income families with the motivation and means to purchase the houses,
and providing them with homeowner education that is generally recognized to
help lead to successful homeownership. All vacant houses are to be renovated
and sold to qualified low income home buyers within five years. Any Section
32 houses not sold by the PRE within that time shall have ownership revert to
the originating housing authority.

The PRE shall secure the expertise of a qualified realtor including a certified
appraiser to assist the sale of each home in a timely manner and ensure that
each sale is consistent with real estate laws of California. The homes will be
sold at Fair Market Value via a Public Sale.

The PRE will utilize the expertise of qualified personnel, organizational
capacity, and/or financial institutions to provide homeownership, counseling,
training, and technical assistance to each qualified purchaser.

The PRE will identify a budget for the plan to sell Section 32 vacant single
family houses, including all preservation, renovation or repair costs,
professional service expenses, counseling, legal, financial, etc. SHRA will be
paid for its actual and documented expenses and may draw needed funds for



expenses as a line of credit from the County Public Housing Homeownership
fund, to be repaid upon the sale of each house.

The preservation and renovation budget shall initially be $200,000 for vacant
houses located in Sacramento County.

The PRE will keep accurate records and evidence of each house sale and the
funds provided. Documentation provided to the Housing Authority include
final closing statements, deed restrictions, loan agreements, administrative and
other expenses incurred in preparing each house for sale and qualifying low
income home buyers.

The Housing Authority of the County of Sacramento Public Housing
Homeownership fund shall incur any gain associated with the sale of the
house to a qualified low income family. SHRA shall not incur any benefit or
loss from its activities related to the preservation, renovation, or sale of the
vacant Section 32 houses. If the sales price is insufficient to pay the full cost
of the line of credit expense and seller carry back loan, the Housing Authority
will reduce a portion of the seller carry back loan to balance the transaction.
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RESOLUTION NO. SHRC-

ADOPTED BY THE SACRAMENTO HOUSING AND REDEVELOPMENT COMMISSION UNDER
THE AUTHORITY DELEGATED TO THE COMMISSION PURSUANT TO CALIFORNIA HEALTH
AND SAFETY CODE, SECTION 33202 BY RESOLUTION NO. RA 81-083 ADOPTED BY THE
REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO ON OCTOBER 20, 1981, AND
BY RESOLUTION NO. RA-83 ADOPTED BY THE REDEVELOPMENT AGENCY OF THE
COUNTY OF SACRAMENTO ON OCTOBER 27, 1981, AND PURSUANT TQ CALIFORNIA
HEALTH AND SAFETY CODE SECTION 34292 BY RESOLUTION NO. HA 81-098 ADOPTED
BY THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO ON OCTOBER 20, 1981,
AND BY RESOLUTION NO. HA-1497 ADOPTED BY THE HOUSING AUTHORITY OF THE
COUNTY OF SACRAMENTO ON OCTOBER 27, 1981.

ON DATE OF

DESIGNATION OF SACRAMENTO HOUSING AND REDEVELOPMENT
AGENCY (SHRA) AS A PURCHASE AND RESALE ENTITY (PRE) FOR THE
PRESERVATION, REHABILITATION, AND SALE OF VACANT SECTION 32

HOMEOWNERSHIP SINGLE FAMILIES HOUSES

WHEREAS, the Housing Authority of the City of Sacramento currently
owns 32 vacant single family houses in the City of Sacramento, and

WHEREAS, the Housing Authority of the County of Sacramento owns 9
vacant single family houses in Sacramento County, and

WHEREAS, these 41 vacant single family houses are part of a HUD-
approved Section 32 Homeownership Plan that authorizes the sale of single
family houses to qualified low-income home buyers, and

WHEREAS, vacant Section 32 houses require considerable rehabilitation
prior to sale to a low income family, and

WHEREAS, the Housing Authority of the City of Sacramento and the
Housing Authority of the County of Sacramento, as part of their asset
repositioning strategy, desire to remove vacant units from the public housing
inventory, and

WHEREAS, the Housing Authority of the City of Sacramento and the
Housing Authority of the Sacramento County establish the Sacramento Housing
and Redevelopment Agency (SHRA) as a Purchase and Resale Entity (PRE),
and desire to transfer ownership of vacant single family Section 32 houses to the
Purchase and Resale Entity (PRE) through a seller carry back loan or similar
arrangement for Fair Market Value given their “as in” condition The PRE will
oversee the preservation, rehabilitation, and sale of houses to low income



families subject to a five year time limit. Each Housing Authority may write down
a portion the amount of seller carry back loan if the final sales price does not fully
cover SHRA'’s line of credit and the full amount of the carry back loan.

WHEREAS, establishing a PRE requires approval of an amendment to the
Section 32 Homeownership Plan by the Local Governing Bodies of the City of
Sacramento Housing Authority, the Housing Authority of Sacramento County,
and the Sacramento Housing and Redevelopment Agency to be submitted to
HUD for final approval.

NOW, THEREFORE, BE IT RESOLVED BY THE SACRAMENTO
HOUSING AND REDEVELOPMENT COMMISSION:

Section 1: The above recitals are found to be true and correct and the
proposed Project is categorically exempt under the California Environmental
Quality Act (CEQA) Guidelines Section 15301, and categorically excluded under
the National Environmental Policy Act (NEPA) pursuant to 24 CFR 58.35(a)(5)
and 24 CFR 58.35(a)(3)(i), respectively.

Section 2: The Executive Director or her designee is authorized to enter
into PRE Agreements with the Housing Authorities of the County and the City of
Sacramento.

Section 3. The Executive Director or her designee is authorized to
purchase and accept title for the 36 Section 32 single family homes through the
Housing Authorities' seller carry back loans or similar financing arrangements for
Fair Market Value given their “as is” condition.

Section 4. The Executive Director, or designee, is authorized to amend the
Agency budget to use and/or transfer funds from City and County Public Housing
Homeownership funds to pay for the ongoing preservation expenses relating to
vacant Section 32 Homeownership Plan single family homes. Preservation,
rehabilitation, and sales costs of preparing homes for qualified low income home
buyers shall be through SHRA's line of credit from the City and County Public
Housing Homeownership funds.

Section 5. The Executive Director, or designee, is authorized to amend the
Agency budget to accept and expend funds for the PRE preservation,
rehabilitation, and sale of the Section 32 homes and related PRE activities. The
budget for 32 vacant units in the City of Sacramento shall be $500,000 with
$400,000 apportioned for renovation and $100,000, apportioned for holding costs
loaned to SHRA as PRE from the City Public Housing Homeownership fund.

The budget for 9 vacant units in Sacramento County shall be $200,000 with
$175,000 apportioned for renovation and $25,000 apportioned for holding costs
loaned to SHRA as PRE from the County Public Housing Homeownership fund.



Section 6. The Executive Director, or designee, is authorized to bid,
award, and execute contracts, as approved by Agency counsel, for the
rehabilitation of vacant Section 32 homes pursuant to Agency procurement
policies and procedures.

Section 7. The Executive Director or her designee is authorized to
purchase the vacant houses using seller carry back loans for Fair Market Value
given their “as is” condition, and sell the rehabilitated Section 32 homes to
qualified low-income families. Sale proceeds, after all expenses, including the
repayment of any line of credit or seller carry back loan or similar arrangement
that was used during the sale or renovation of a particular house, shall accrue
solely to the appropriate City or County Public Housing Homeownership fund. If
the final sales price is insufficient to pay the seller carry back and SHRA's line of
credit, the Housing Authority may write down a portion of the seller carry back
loan to balance the transaction.

CHAIR

ATTEST:

CLERK
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