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1.0 Introduction

As required by Section 19.172.030 of the Cupertino Municipa Code, this manual establishes
procedures for the on-going administration of the inventory of affordable units, also referred to as
Below Market Rate (BMR) units, created by the City of Cupertino’s Residential Housing Mitigation
Program. The manual includes procedures and guidelines for prioritizing applicants, evaluating the
eigibility of applicants, setting maximum affordable rents and sales prices, and monitoring
compliance of tenants and homeowners with the recorded affordability covenants. The manual
will provide guidance to City staff, the City’s program administrator, BMR homeowners, BM R
renters, and—property-and property managers of rental complexes that contain BMR units. The
attached-attached exhibits and certain portions of this manua will be updated as necessary to
comply with regulations and policies of the United States Department of Housing and Urban
Development ((HUD), State of California Department of Housing and Community Devel opment
(HCD), and City Housing Element and zoning ordinance.

A separate manual, the “Below Market Rate (BMR) Housing Mitigation Program Procedural
Manual,” desertbes—establishes the procedures for implementing requirements—apphicable—to
developers-under-the Residential-the City’s Housing Mitigation Program.

The City of Cupertino has overall responsibility for the BMR program although the administration
may be contracted out to another agency. The guidelines in this Manual must be interpreted in
conjunction with the City’'s Housing Element, zoning, and documents implementing the BMR
program.
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2.0

2.1

Apphlieant-Application Selection Process

22.Conflict of Interest

The following individuals are ineligible to purchase or rent a BMR unit:

City employees and officials (and their immediate family members and dependents)
who have policy-making authority or influence regarding City housing programs,
participate in making decisions regarding City housing programs, administer City
housing programs, or whose salary is paid in any part from a City housing program;
Any consultant to the City and employees of the consultant (and their immediate
family members and dependents) who have policy-making authority or influence
regarding City housing programs, participate in making decisions regarding City
housing programs, administer City housing programs, or whose salary is paid in any
part from a City housing program;

An applicant for or developer of the project containing the BMR units and its officers
and employees (and their immediate family members), and the property owner of the
project and its officers and employees (and their immediate family members); or
Any other individual who has a conflict of interest as defined by federa or state law
or the City’ s adopted Conflict of Interest Code.

In addition, if an employee of any consultant involved with City housing programsis on the
walthg-Hst-walitlist for any BMR unit, all review of that employee’'s application must be
performed by the City. Hr-erderto-track-The City will screen for applicants whe-petentiatty

that faII under thls confllct of mtereﬁt pohcy—the@ﬁy—w#Len%e%hat—tkw;a&Hst_ef—BMR

verlfvl ng income sources and empl overs at the t| me of appllcatlon
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2. 23:Priority Point Placement System

wu—bebasederkaprlorlty point placement system that reflectsthe C|ty sprlorltl&sregardl ng
placement of households into the limited number of BMR affordable unitsin the City. Under
the priority point placement system, preference is given to applicants who live and/or work
in Cupertino, with an additional priority point awarded to public employees who work in
Cupertino (for instance, teachers—other-school district employees, ard-city employees,

reluding-police-and-firefighters, fire, post office, etc.). The priority point placement

system point scale is listed below. Applicants must qualify for priority points at the time
of application and again at the time of review for aBMR purchase or rental unit.

Applicants can receive up to a maximum of 4 points based on the following criteria below:

OnePoint = Cupertino resident
Two Points = Working in Cupertino
OnePoint = Public Employee Working in Cupertino

Applicants receiving four points shall be considered the highest priority; applicants receiving
three points shall be considered the second highest priority; applicants receiving two points
shall be considered the third highest priority; applicants receiving one point shal be
considered the fourth highest priority; and applicants receiving zero points shall be considered
the lowest priority.

In addition, applicants who have been displaced from rental housing in Cupertino by
public or private redevelopment shall receive apriority over al other applicants.

2.3. Requestsfor Reasonable Accommodation

The City and its agent have an obligation to provide a "reasonable accommodation" to
applicants if they or any family members have a disability or handicap that requires a change
in the usual application process.

A reasonable accommodation is some modification or change that we can maketo the policies
or procedures that will assist an otherwise eligible applicant with a disability to take
advantage of the City's BMR program. Examples of areasonable accommodation include:

» Making large type documents or a reader available to a vision impaired applicant during
the application process;

» Permitting an outside agency to assist an applicant with a disability to meet the
property's screening criteria; or

» Permitting a sign language interpreter to assist a hearing impaired applicant during the
application process.

An applicant that has afamily member with adisability must still be able to meet the essential
obligations of the BMR program. Potential renters must be able to pay rent, care for their
apartments, report required information to the owner, avoid disturbing neighbors, etc., but
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there is no requirement that they be able to do these things without assistance. Potential
homeowners must have adequate income to support a mortgage and meet other digibility
criteria.

If you or a member of vour household has a disability or handicap and think you might need
or want a reasonable accommodation, you may request it at any time in the application
process. If you would prefer not to discuss your situation with us, that is also your right.

2.4. Housing Constructed for People with Disabilities

Some BMR units may be specially constructed to be accessible for people with disabilities.
In the event that an accessible unit becomes available, persons with disabilities on the waitlist
will be provided a preference for those BMR units.

Improve
Implementation

2.5. 231.BMR Applicant Waiting Lists\Waitlist

The waitlist application period for BMR fer-sale-ownership and rental units will open on the
first business day of October annually. At that time, BMR fer-sale-and-rental unit-eligibiity
and ownership walitlist application formswill be accepted. Fhe waitlist application period will
close on the last business day of October annually. Anyone who wishes to be included on
the waitlist must apply each year within this time frame, including those who were on
the waitlist in previous years. Each eligibHity-waitlist application form will be separated
into a subgroup based on priority points. For applicants reapplying for a position on the
waitlist, the applicant will maintain their current position on the waitlist from the previous
year, provided the applicant continues to qualify for a BMR unit and their priority points
remain unchanged. Applicants who are no longer income eligible, or who do not reapply, will
be removed from the waitlist each year.

Within 30 business days of the submission deadline (the last business day of October), the
City or its agent will conduct a lottery for new applicants. Along with the City or its agent,
two witnesses must assist with the lottery. New applicants will be added to the bottom of the
list of the priority group for which they are eligible, after applicants who were on thelist in
previous years and continue to qualify. The lottery will be performed for the new applicants
within each priority group to randomly assign each applicant awaitlist number. For example,
a new applicant who qualifies for three priority points will be placed into the lottery with the
other new applicants who qualify for three priority points and all of the new applicants will
be placed in the order generated by the lottery below those with priority points who were
already on the list within that priority group and who continue to be eligible.

All candidates will be emailed/mailed results of their applications by the end of December
annually specifying if they have been denied or approved, and if approved, their applicant
number on the waitlist. The waitlist will become effective January 1% of the following year.

WI|| be offered based upon the order of the waltlrst Wrthm each priority group. If there is
no eligible household in the highest priority group, the City or its agent will then look
at applicants in the second highest priority group and so on. BM R unitsthat become available
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will be offered to households whose self-reported income and household size match the
available unit and in the order of the waitlist in each priority group.

Current BMR tenants are not eligible to apply for the BMR Rental Waitlist. If current BMR
tenants desire to change their BMR units, either within or between buildings, they must first
vacate their current unit and then return to the BMR Rental Waitlist. Exceptions will be made
for current tenants who reguest a reasonable accommodation.

2.5.1. 23:6.Solicitation of Applicants

Applications for BMR rental—and—ownership and rental units shall be solicited as
necessary to maintain an adequate number of applicationsin each of the following applicant
pools:

BMR Rental Units
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* Very Low Income (up to 50% Area Median Income or AMI)—BMRRental-Units
* Low Income (up to 80% AMI) —

BMR Rental-Ownership Units

e Median Income (up to 100% AM I}—BMR-Ownersaip-Units
e Moderate Income (up to 120% AMI)—BMR-Ownership-Unis

Outreach shall be conducted through the City’s website, program brochures, community
workshops, presentations and periodic print media advertising. The City and/or its agent shall
be responsible for updating the content on the City’s website and distributing program
brochures that are culturaly and linguisticaly appropriate to the community. These
brochures will be available at City Hall, the Cupertino Public Library, the Quinlan
Community Center, the Cupertino Senior Center and other appropriate locations.
Furthermore, the City or its agent shall conduct outreach efforts through local media that
are culturaly and linguistically appropriate to the community.

25.1. 23+Submitting an—EhgibiityFerm—for—aBMR Unita BMR_Waitlist

Application Form

Exhibit 1 shows sample copies of the BMR waitlist application form for ownership or rental
units.

2.5.1. Submitting a BMR Program Application

Exhibit 2 shows sampl e copies of the BMR program application for ownership or rental units.

2.5.1. Application Fees

BMR application and administrative fees may change from timeto time. As aresult, the most
recently approved application and administrative fees will be disclosed by the City or its
agent at the time of application annually in October for both BMR rental or ownership units.
There will be no annual fee to maintain an applicant’ s place on the waitlist.

2.5.1. 23:8.Eligibility Process to Reapply on BMR Waitlist

An applicant must reapply each year to remain on the waitlist. All applicants must apply
annually in October;—exeept-that—. The only exceptions are those desiring an additional
priority as displacees-. They must apply within 90 days of receiving a displacement notice.

Provided the applicant continues to qualify for a BMR unit and their priority points remain
unchanged, the applicant will maintain their current position on the waitlist from the previous
year. Applicants who are no longer income eligible or who do not reapply will be removed
from the waitlist each year.

Priority points are not guaranteed from year to year. If an applicant loses any priority points
sincethelast year's application, that applicant will be assigned to the next appropriate priority
group and will receive a waitlist number within that priority group-based-en-thei—date-of
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Conform to
Legal Standards

Httial-appheation. If there are other applicants on the list in the lower priority group who
Htialy—applied-during-the-same-yearwere in that priority group on the previous year's
waitlist, the applicant who lost the priority point(s) will be placed below the persen-people
who was-were already in that-the priority group during the previeus-prior year. A similar
process will be followed if an applicant gains priority points.

Candidates must keep the City or its agent informed about their current mailing address,
telephone contact information, employment information, household composition, or any
substantial changes in income that may affect the applicant’s eligibility to remain on the
waitlist.

2.5.2. Applicant’sRight to Refuse BMR Unit

An applicant has two opportunities annually to refuse a BMR unit and retain their place

on thewaitligt. If an applicant refuses a third time, then they will be placed at the bottom of
the waitlist.

2.6. False Statements

During the BMR application process or annual recertification, households that intentionally

make false statements or misrepresent any facts on the application to purchase or rent a
BMR unit, or on the annual recertification, will be removed from the BMR waitlist

and barred from re-applying for aBMR unit in Cupertino in the future.

If the City or its agent should discover that a contract was completed by a purchaser or
renter who intentionally made false statements or misrepresented the facts in order to appear
eligible or remain €eligible, the City will treat this as abreach of the Resale Agreement

or_rental restrictions and may exercise any remedies alowed under the rental restrictions
and/or resale agreement and any and all remedies allowable by law.

3.0 Minimum Homebuyer/Tenant Eligibility Requirements

Every purchaser or tenant of a BMR unit must meet specific_minimum_eligibility
reguirements, as follows:

Annual gross household income (including the income of all household members 18

years of age and older) must not exceed the maximum income limits established for
the BMR unit;

All owners and tenants must live in the BMR unit as a primary residence; and
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Potential owners must be able to obtain primary mortgage financing and have a
minimum of 5.0% of the BMR purchase price for down payment plus closing costs
(gift funds are allowed).

3.1. Household Minimum Size Requirements

To ensure that the City's limited BMR units are used efficiently, a household must be of

at least a size equal to the number of bedrooms in the BMR unit. For instance, to be eligible
to purchase or rent a three- bedroom unit, a household must contain at |least three members.

Minimum household occupancy standards for BMR units are:

1 bedroom unit = 1 person

2 bedroom unit = 2 persons
3 bedroom unit = 3 persons
4 bedroom unit = 4 persons

3.2. Household Composition

A household is comprised of one or more persons who may or may not be related. An
unborn child can be counted in family size once there is medical confirmation of pregnancy.
An adoption in_process will _be counted in family size with verification of the adoption
process being underway. A child will be considered part of the household when the child
lives with asingle parent for at least 75% of the time or in instances of joint custody,
at least 50%. The applicant will need to submit a copy of the divorce decree and/or
child custody agreement as verifiable documentation. If a divorceisin process, it may not
be possible to qualify an applicant because family size and financial status are unclear.

If the applicants are proposing to _combine households with the purchase of the BMR, the

combined household must meet eligibility requirements and combined income must meet the
household income limits.

3.3. 2310.Definition of Employment in Cupertino

A letter or verification of employment shall serve as sufficient proof of employment in
Cupertino.

3.4. Definition of Residency in Cupertino

Residing in Cupertino means: Occupying and renting, at the time of application for at least
one month prior to the application date, a bone fide rental dwelling unit (mobile home and
SRO units, or) within the Cupertino limits, as evidenced by avalid third-party documentation
(e.q. current lease, CA driver’slicense or vehicle registration card, and/or utility bills showing
applicant’ s name and street address in Cupertino). For homel ess applicants, evidence that the
applicant’s last permanent residence was located in Cupertino and/or documentation from a
case manager or homeless service provider may be used to document applicant’s current
status in Cupertino, which may include places or structures other than a bona fide dwelling
unit (i.e. tent, vehicle, etc...)

3.5. 24Annual Grosslncome
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Applicants household annual gross income shall be calculated in accordance with the
Technical Guide for Determining Income and Allowances for the HOME Program published
by the U.S. Department of Housing and Urban Development, as it may be amended (the
HOME Guide), and 24 CFR 5. 609—%eeeppts¢mm$he#l©MEGu+deand24€FR%6@9aﬁe
attached as Exhibit 34. See Section 4.1 for income limits for an ownership unit. See Section
5.1 for income limits for arental unit.

A copy of the entire HOME Guide is avalable for download here:
http://portal .hud.gov/huddoc/19754 1780.pdf

24 CFR 5.609 is avail abl e to-beviened-here: https://www.gpo.gov/fdsys/pkg/ CFR-2016-
title24-vol 1/xml/CFR-2016-title24-vol 1-sec5-609.xml

Exhibit 3-4 provides the definitions of what isincluded and excluded from the determination
of annua gross income in accordance with the Code of Federal Regulations. In summary,
gross household income is the sum of al the income for every adult, 18 years or older,
living in the unit. Sources of income include all wages or saaries, overtime pay,
commissions, fees, tips, bonuses and other compensation, net income from a business or
profession or from the rental of real or personal property, interest and dividends, payments
received from social security, annuities, insurance policies, retirement funds, pensions,
disability or death benefits, paymentsin lieu of earnings, public assistance, aimony and
child support received, and any other sources of income.

3.5.1. 24-31-Documentation to Verify Sources of Income

The gross annua incomes of all household members age 18 or older are considered when
determining eligibility. The types of income to be verified and the type of documentation that
will be requested will include:

e Signed-For rental applicants, signed copies of federal tax return for the most recent
yearyears. If the federal tax return for the most recent year has not been filed, then
asigned copy of thefederal tax return for the previous year plus evidence of income
in the most recent year (W2 forms, 1099 forms) shall be provided. For ownership
applicants, this same information is required for the past three most recent years.

e Copies of thetast—three—consecutive—payroll stubs or other verification of
employment for the last two consecutive months.

. Bank statements for the last two consecutive months (used to verlfy that the

reqw rements as defl ned in Sectlon 3 6 Assets)

All income determinations are based primarily on the applicant’ sincome for the past year as
evidenced by the documents listed above and additional verification, if requested, as listed
below. Income calculations will not factor in any speculative or uncertain projections of
future earnings, such as calculations of bonuses and overtime. Where mgjor changes have
occurred in life circumstances since the applicant’ s last year of employment, including only
such major changes as retirement, job loss or gain, changesin base pay, or disability or death
of awage earner, the City may deduct projected income losses or add projected income gains
from the applicant’ sincome for the past year.

Additional income verification may also be requested as follows:
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Sour ce of Income Documentation
Salaries and wages Verification from employer

Businessincome Verification of income by a certified publid
accountant or bookkeeper including a mos
recent quarterly profit/loss statement

Interest and dividend income Current bank statements or dividend statements
Retirement and Insurance Income Verification from source
Unemployment & Disability Income Verification from source
Welfare Assistance Verification from source
Alimony, Child Support and Gift Income Verification from source
Armed Forces Income Verification from source
Other Verification from source

3 oubli an j 0 .ownership and
rental units. See Sectlon 4.2 for asset Ilmlts for an ownershlp unlt See Section 5.2 for asset

limitsfor arental unit.

3.6.1. Documentation to Support Assets

The table below represents what is included and excluded as assets: and the type of
documentation that will be requested.

Feqa@%eéAssets

Checking Account, Savings Account, Mutual Copies of two most recent statements

Fund/Money Market Fund, Certificates of

Deposit (C.D.)

Stocks, including Options Copy of stock certificate or proof of purchase and statement
of current value; for stock prices attach a copy of recent
dated newspaper or online source that showsthe value of each
company’s stocks

Bonds, including savings bonds Copies of most recent document

Trust Copies of most recent document

Gift Signed Gift Letter by all parties

Personal Loan L etter or loan agreement
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Down Payment Assistance Loan Copy of Agreement

Individual Devel opment Match Account Copy of two most recent statements

Other Veification from source

4.0 Ownership Units- Requirementsfor Buying a BMR Unit

4.1. Incomelimits

Fhe BMRfor-sale- The BMR ownership program is designed to assist first-time median and
moderate-income homebuyers. The BMR fer-sale-ownership program uses income limits
published by HCD annually for Santa Clara County, per household size. HCD’ sincomelimits
include the median (up to 100% AMI) and moderate-income categories and income limits
are adjusted per household size. BMR fer-sale—pregram-ownership program income
limits per household size are published annually-tr-the-Citys BMR-program-brochure. An

example of median and moderate-income ranges is listed below.

e Median Income (up to 100% AMI) — BMR Ownership Units
e Moderate Income (up to 120% AMI) — BMR Ownership Units

4.1.1. 3411.Co-applicants

The City or its agent will accept one application per household. A co-applicant is defined
as an adult member of the household whether related or unrelated who intends to apply for
the BMR unit, be on the title of the property with the applicant, and occupy the unit
as his or her primary residence. The combined income and assets of all adult members
of the household (including co- applicants) to purchase a BMR unit must not exceed the
maximum income limits per household size and asset limitations of the program. All co-
applicants must go through the same process asthe applicant and must agree to comply
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with the program reguirements. Non-occupant co-signors are not allowed to assist with the
BMR purchase.

All applicants and co-applicants must have a minimum middle (3 credit bureau reporting)
FICO credit score of 660. Credit score will be verified at the time of application and the
applicant(srwill be responsible for all fees associated with the credit report.

4.2. Asset Limit

Wlth assets over $100 000 or 30% of the BM R purchase price, Whlchever is greater, held in

the United States or foreign countries will not be eligible to purchase aBMR home. Excluded
from assets are: all non-accessible funds, including any assets that generate a penalty when
withdrawn i.e. 401K, CALPERS, STRS and other pension plans;—and-2)-assets-that—wit-be

used-to-fund-the-dewn-payments. Section 2:4-3.6 of this manual defines assets and provides
the documents that must be submitted to support the calculation of assets.

4.21. Minimum Cash Available

Buyer must contribute a minimum of 3% of their own funds towards down payment. In other
words, buyer’s Combined Loan to Value Ratio (CLTV) may not exceed 97%.

4.2.2. Gift Funds

Gift funds for the purchase of a BMR unit will be counted towards the applicant’s overall
asset limit. Applicant(s) may receive up to 27% of the BMR purchase price in gift funds as
evidenced by a qgift letter signed by all parties involved.

4.3. 33:Définition of First-timeHomebuyer
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Best
Practices

An applicant must be a first-time homebuyer to be considered for a BMR fer-sale—ownership
unit. An applicant shall be considered afirst-time homebuyer if they have not owned ahomefor
at least three years. This definition applies to properties owned in the United States as well as
foreign countries-aswel-as-the United-States. An exception will be made for people who were
homeowners prior to adivorce or legal separation.

The City or its agent may verify first-time homebuyer status by (1) reviewing mortgage
deductions on the three most recent years of federal tax returns for each adult in the
applicant’s household; (2) a signed statement on the application stating homeownership
status: and (3) atitle search.

4.4. 34-Affordable SalePrice Deter mination
4.4.1. 34-XlInitial Prices of Newly Constructed Units

Newly constructed initial BMR sales prices will be determined by the City or its agent. The
City or its agent will calculate newly constructed initial BMR sales prices for both median
and moderate-income based on the maximum affordable housing cost provisions of Section
50052.5 of the California Health and Safety Code-, Section 6920 of the California Code of
Regulations, and most recent published HCD income limits. A 10% down payment and a
mortgage interest rate that is the ten (10) year rolling average of 30-year interest rate data
provided by Freddie Mac will be assumed when calculating initia pricing.

4.4.2. 3-42.Pricesof Existing BMR Units

Resale prices for existing BMR units will be determined by the City or its agent. The City
or its agent will reference the Occupancy, Refinancing, and Resale Restriction Agreement
with Option to Purchase (Resale Agreement) recorded on the title of the existing BMR unit
when calculating the BMR resale price.

4.5. 3:5:Financing
45.1. 35%Lenders

Prospective purchasers of BMR units must seek and obtain thel—ew-r-primary mortgage
financing in order to purchase a BMR unit. There is no prearranged City financing; however
the City and its agent maintain a list of City approved BMR lending institutions who have
provided written confirmation through their underwriting and/or bond department that their
lending institution is able to provide primary mortgage financing with the City’'s BMR
requirements. In order to qualify as an approved BMR lender the institution must have
reviewed and approved the City's Resale Restriction Agreement, Deed of Trust and
Promissory Note in advance. From time to time the City may require additional training in
order for a lending institution to maintain its status as an approved City BMR lender.

4.5.2. 3:5:2Loan Requirements
The primary first mortgage loan must be a fully amortized 30-year term fixed principa and

interest loan. Interest only loans, negative amortization loans, adjustable rate loans and
reverse mortgage loans are not permitted.
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In some cases the primary 30-year fixed principal and interest loan may be combined with
down payment assistance, mortgage assistance or acommunity program second |oan. Under
this scenario the primary and secondary lenders must receive written approval from the City.

4.5.3. 3-6:1nsuranceRequirements

Prior to the sde of any unit, the City shall require that each purchaser secure a standard
homeowner’s insurance policy, with the City named as an additional insured. The City will
be entitled to any policy proceeds in excess of the affordable unit purchase price if the
proceeds are not used to rebuild the home. The insurance policy shall be in an amount equal
to the replacement value of the home. At least every five (5) years, the replacement
value must bereviewed and adjusted as needed. If the owner hiresa contractor to work
on the home, the contractor must be licensed and carry liability and workers compensation
insurance.

4.6. Occupancy Conditions

All owners of BMR units must occupy the premises as his or her principal place of residence
for at least ten (10) months out of each calendar year. Each owner shall provide an annual
written certification to the City that the owner is occupying the premises as his or her principal
place of residence. Any absence from the premises by an owner for a period of sixty (60) or
more consecutive days shall be deemed an abandonment of the premises as the principal
residence of owner, and the City may declare a default under the Resale Agreement.

4.7. 3-#Required Pre-PurchaseEducation

After the applicant+s(s) are placed on the BMR Homeownership waitlist and before receiving
an-offertopurehase-closing escrow on a BMR unit, the applicant(s) must attend aBMR pre-

purchase education workshop eppregqcam—e#ered—by—the—eﬁy—ef—eememﬂe—epfrom a
quallfled HUD approved agency R—-ap

eeruireaE&Certlflcates of completlon must be prowded as proof of part|C|pat|on m—the
Weplesheeel'—pmgramﬂand—\,wu—besabmumdrat or prlor to, close of &ecrow—'FheeppHeant

4.8. 3:9-Documentsfor Completing Home Purchase

The following documents must be read and signed by the Owner(s) before the sale or
resade of aBMR unit is completed:
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Buyer's Disclosure Statement (Exhibit 45)

Promissory Note

Deed of Trust

Occupancy, Refinancing, and Resale Restriction Agreement with Option to
Purchase (Resale Agreement)

* Request for Notice Under Section 2924b of California Civil Code

The Resale Agreement requires owners of BMR units to live in their home as their principal
place of residence and prohibits renting the home except in cases of hardship. It aso limits
the price at which the homes can be sold. If the owner sells the home above the restricted
price, then the owner must pay the City the difference between the restricted price and the
sales price. In addition, the owner must follow certain steps and procedures when deciding to
sell the home.

The City has an option to purchase a BMR home at the restricted price whenever the
owner decides to sell the home or if the owner violates any agreements. The purpose of the
Promissory Note, Resale Agreement, and Deed of Trust is to make sure that BMR homes
remain affordable to other BMR households upon resale.

The Buyer's Disclosure Statement is attached as Exhibit 4 and should be reviewed by all
applicants who desire to purchase BMR homes. It summarizes the major provisions of the
other documentsto ensure that a BMR owner understands his or her obligations under the
program. The City or its agent will provide the other documents to any interested applicant
and to all applicants who are considered for purchase of a particular BMR unit.

4.9. 3:10.Term of Affordability

The deed restrictions imposed on each BMR affordable unit pursuant to the program shall
remainin effect for aperiod of 99 yearsfrom the date of original sale of that unit. Furthermore,
the resale restrictions shall renew at each change of title.

4.10. Annual Monitoring

The City or the City’s Agent shall monitor compliance of al the requirements of the BMR
program, including, but not [imited to, owner occupancy. The owner shall cooperate with the
City and provide required certifications and any reasonable requests for supporting
documentation to confirm compliance within fifteen (15) days of receipt of awritten request

by the City.

4.10.1. Failure to Submit Annual Certification

4.0If the City determines that an owner has intentionally made false statements or
misrepresented any facts on the annual certification, or if an owner fails to submit the
Certification of Owner Occupancy, the City will treat this as abreach of the Resale Agreement
and the Deed of Trust and will take all legal remedies available, including forced sale of the
unit.

5.0 Rental Units- Requirementsfor Rentinga BMR Unit

5.1. IncomeLimitsferBMRRentalUndl——its
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The BMR rental program is designed to assist very low (up to 50% AMI) and low-income
heusehelds(up to 80% AMI) households. In some instances, specific units are restricted to
extremely low-income (up to 30% AMI) as evidenced in the project’s affordable housing
agreement. The BMR rental program uses income limits published by HCD annually for
Santa Clara County. HCD’ sincome limits include the very low and |ow-income categories,
and income limits are adjusted for household size. BMR rentalprogram-rental program
income limits per household size are published annually—n-the-City s BMRprogram

H 1
A

cto

Improve
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5.1.1. Minimum Income Reguirements
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Implementation
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A minimum income, determined by each BMR rental property owner and manager, is
required of applicants. The minimum income requirement may not exceed a requirement of
gross monthly income of over three times the BMR rental rate.

5.1.2. 4131.Co-Signers

Non-occupant co-signers are not allowed to assist with the BMR rentals.

2. Asset Limit

For households applying to be a tenant of a BMR unit, the maximumassetmaximum
asset limit is equal to the maximum household income adjusted for household size that is
allowable in order to be éligible for the program. The maximum allowable household
income limits for the BMR rental program are published annually-ta-the BMR-Program
brechure. Assets are cdculated based on account balances at the time of application.

5.2.1. 4.23.Documentation to Support Assets

The following chart contains the types of assets to be verified and the type of documentation
that will be requested.

| Assets | Documentation |
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Checking Account, Savings Account,
Mutua Fund/Money Market

Fund, Certificates of Deposit
(C.D.)

Copies of two most recent statements

Assets

Documentation

Stocks, including Options

Copy of stock certificate or proof of purchase ang
statement of current value; for stock prices attach ¢
copy of recent dated newspaper or online source
that shows the value of each company’s stocks

Bonds, including savings bonds

Copies of most recent document

Trust

Copies of maost recent document

Gift

Signed Gift Letter by all parties

Per<onal Loan

L etter or loan agreement

Down Payment Assistance Loan

Copy of Agreement

Individual Development ~ Match Copy of two most recent statements
Account
Other Verification from source

Best
Practices

5.3. Qualification as Renter

Candidate(s) cannot own a home and/or be on title of a property when applying for the BMR
rental program.

54. 43.Rental RateDetermination

The City or its agent will determine the rental rates for BMR units by income level and
household size. The rents will be determined based on annual HCD published income
limits and section 50053 of the California Health and Safety Code.

Annua Rent (inclusive of fees and utilities) for very low-income units cannot exceed
30% of 50% of the areamedian income adjusted for the size of the household appropriate
for the unit. Annua Rent (inclusive of fees and utilities) for low-income units cannot
exceed 30% of 60% of the area median income adjusted for household size appropriate for
the unit.

Rent includes all charges related to occupancy of the unit including utilities, parking fees,
feesfor use of common facilities and other fees and charges. If utilities are not paid by the
property owner, the rent for the BMR units must be adjusted downward to allow for a

utility allowance calculated in accordance with the utility allowances published by the Santa
Clara Housing Authority annually.

5.5. 44.Previewingof Unit

The City or its agent will coordinate with the apartment manager/ property manager to
preview the BMR unit.
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Livingin a BMR Rental Unit

5.6. 46:0ccupancy Conditions

The approved BMR tenant(s) must occupy the BMR unit during the entire term of the lease.
If an additional occupant (roommate, family member, etc.) movesinto the BMR unit, he/she
will be considered part of the existing household. In such cases, the BMR tenant must notify
the City or its agent prior to the move in date, and the entire household (including the new
occupant) will be reevaluated to determine dligibility, including household income
requirements. If the tenant(s) fail to receive approva from the City for any changes in
occupancy or if the tenant(s) subleases the property, the tenant household will no longer be
eligible to occupy the BMR unit. To qualify as a household member, the Head of Household
and Co-Head of Household must occupy the unit as their primary residence for at least 10
months of the year.

5.7. 47Annual Rent Adjustments

Maximum BMR rentswill be adjusted annually based on the most recently published HCD
income limits for Santa Clara County per household size and aso in accordance with the
Cdlifornia Health and Safety Code Section 50053. The most recent BMR rent levels will be
included in the BMR program brochure. The City or its agent will notify the property owner
of the new rental rates. If the owner chooses to raise rents, the tenant will be given a 60 day
notice before any rent increase.

5.8. 4.8:Annual Re-Certification of Income

At least once ayear, the property-ownerCity or its agent shall requalify BMR tenantsto verify
that they areeligibletoremainin BMR renta units. The City or its agent will providethe“*BMR
Renter Occupancy Certification Form” (Exhibit 5) to the—property—ewnersapartment
owners/property managers. If the BMR renter failsto submit asigned Occupancy Certification
within thirty (30) days of the written request, then the lease shall automatically terminate, and
the renter must vacate the unit within thirty (30) days of written notice from the apartment
owner/property manager. If the renter fals to vacate the unit, the apartment owner/
owner/property manager will institute evictions proceedings.

On an annual basis, Regualification—re-certification shall be based upon the BMR tenant’s
household income- as determined by-the-three-mestrecent-pay-stubs, copies of payroll stubs
or other verification of employment for the last two consecutive months, prior year tax returns
, bank statements for the last two consecutive months, and household size. If a very low—
income BMR tenant’s household income increases and exceeds the BMR income limits for
very low--income household but does not exceed the BMR income limits for a BMR low--
income household, then the tenant's rent will be increased to BMR low--income rents, and the
tenant mak-may remain in the unit until either-a suitable BMR low--income unit becomes
available. If atenant's household income increases and exceeds the BMR income limits for a
low--income household, the tenant will be given three months to locate alternate housing and
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vacate the BMR rental unit. A three--month extenson may be granted in cases of extreme
hardship.

In the event that a tenant no longer meets the household minimum size requirements (see
Section 3.1) for their unit, such tenant's household may be moved to a smaller unit when an
appropriately sized unit becomes available in the same property, in accordance with the terms
of the tenant's |ease.

5.9. 4.9.Termsof Tenancy

BMR tenants will be subject to the same conditions of tenancy as other tenants
occupying the same property, except for terms relating to occupancy, income eligibility,
annua recertification, and limits on rents. Theinitial BMR lease term is for one year.

6.0 Requirements of BMR Preperty-Apartment Owners and
Property Managers

6.1. 4310-Availability of New Unitsfor Lease

An affordable BMR unit may not beleased until the City has approved the unit for occupancy.

6.2. 41LEligible Prospective Tenants

All BMR units must be rented to BMR tenants approved by the City and/or its agent. The
services of this agency shall be funded out of the Gity-City’s Below Market-Rate (BMR)
Affordable Housing Fund (AHF) and shall be monitored by the City.

An apartment owner/ property manager shall notify the City or its agent of any available
BMR units and the City and/or its agent shall have fourteen days to provide owner with
an income eligible candidate or candidates. In reviewing each candidate, the owner or
property manager may apply the same tenant selection criteria, such as past performance in
meeting financial obligations and credit references, as those applied to applicants for non-
BMR units on the property, except for those standards relating to income eligibility.

In reviewing each candidate, the owner or property manager may apply the same tenant
selection criteria, such as past performance in_meeting financial obligations and credit
references, as those applied to applicants for non-BMR units on the property, except for those
standards relating to income eligibility (Section 5.1) and minimum income (Section 5.1.1)

reguirements.

6.3. 4212.Prospective Tenant’sPreviewing of Unit

The City or its agent will coordinate with the apartment owner/ property manager so that a
prospective tenant may view the unit.

6.4. 4.13.Executed L ease Agreement
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The apartment owner/property manager will provide City or its agent with a copy of the
executed |ease agreement.

6.5. 4314.Annual Rent Adjustments

Maximum BMR rentswill be adjusted annually based on the most recently published HCD
income limits for Santa Clara County per household size and also in accordance with the
Cdlifornia Health and Safety Code Section 50053. The City or its agent will notify the
property owner of the new rental rates. If the owner choosesto raise rents, the tenant must be
given 60 days' notice before any rent increase.

6.6. 415.0wner/Manager Certification

Prior to the rental of thefirst BMR unit on a property, the apartment owner/property manager
will sign a certification of receipt of these Administrative Procedures with a statement of
intent to manage the BMR units according to these procedures. The sample copy of the
Certification Form is provided as Exhibit 6 of these procedures. Subsequent apartment
owners/ property manager may be asked to sign certifications of receipt of these procedures.

6.7. 4316.Termsof Affordability Covenants

The deed restrictions imposed on each BMR unit pursuant to the program shall remain in
effect for a specified period of-99-years-from the date of recordation of the Regulatory
Agreement. Future owners of the property will abide by al of the administrative procedures
and by the conditionsin the recorded Regulatory Agreement for the entire 99-yearperiod
from date of recordation. To the extent the terms of this Manua and the Regulatory
Agreement are inconsistent, the most restrictive term will apply.

6.8. 437~ Termsof Fenaneyl ease

BMR tenants will be subject to the same conditions of tenancy as other tenants occupying
the subject property, except for terms relating to occupancy, income eligibility, annual
recertification, and limits on rents. Fhetnitial- BMR-tease term-must-befor-ene year-Each.
BMR unit shall be leased under aform of tenant lease approved by the City. The tenant
|ease shall, among other matters.

. Provide for termination of theleasefor failure: (1) to provide any information
required under the Regulatory Agreement or reasonably requested by the property manager
to establish or recertify the tenant's qualification, or the qualification of the tenant's
household, for occupancy of the BMR unit, or (2) to income qualify as aresult of any materia
misrepresentation made by such tenant with respect to the income computation or
certification;

. Be for an initial term of not less than one (1) year. After the initia year of
tenancy, the lease may be month to month by mutual agreement of the apartment owner and
the tenant, however the rent may not be raised more often than once every twelve (12) months
after such initial year. The property manager will provide each tenant with at least sixty (60)
days' written notice of any increase in rent applicable to such tenant;
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. Prohibit subleasing of the BMR unit or any portion of the BMR unit, contain
nondiscrimination provisions, and include the tenant's obligation to inform the property
manager of any need for maintenance or repair;

. Allow termination of the tenancy only for an increase in tenant's household
income above qualifying income or for good cause, including violation of the terms and
conditions of the tenant lease, violations of house rules, non-payment of rent, violations of
applicable federal, state, or local law, or other good cause;

. Include, at the apartment owner's option, the obligation for the tenant to
provide a security deposit not exceeding two months rent; and

. Otherwise conform to this Manual.

6.9. 4.18.0Occupancy Requirements
The property owner/property manager shall notify the City or its agent if it suspects that
there have been any changes to the occupancy of the BMR unit. If the tenant fails to receive
approval from the City for any changes in occupancy, or subleases the property, or fails
to provide the annual occupancy recertification, the tenant shall be in violation of its lease
and will no longer qualify asa BMR tenant.

7.0 5-0Appeal Process

Any person may appeal a decision made under this Manual. The appellant must file awritten
appea with either the Community Development Director (if the program is being
administered by the City) or the Executive Director of any agency administering the BMR
program within 10 days of receipt-the date of the decision. The Community Development
Director or the Executive Director, as applicable, will hear the appea and provide a written
decision on the appeal within 10 days from receipt of the appeal.

The appellant may further appeal the decision of the Community Development Director or
the Executive Director, as applicable, by filing a written appeal with the Community
Development Director within 10 days of receipt-the date of the decision. The appeal will be
heard by the-City-Ceuner-a Third-Party Hearing Officer within 30 days from the date of
receipt of the written appeal. The Ciy-Ceunetts Third-Party Hearing Officer’s decision on
the appeal isfinal.

Therent or sale of any BMR unit at issue in the appeal shall be postponed until afinal decision
is reached on the appeal, or until the applicable period for filing an appeal has lapsed.

8.0 6:0Authority

The City Manager or designee is authorized to sign all documents on behalf of the City that
implement the BMR Program and the policies in this Manual, including without limitation
promissory notes, deeds of trust, resale restriction agreements, and requests for notice.

Page 21 of 17


kerrih
Text Box
Best Practices


Page 22 of 17



Page 23 of 17



Page 24 of 17




Citv Stata
Gty

™
-

Page 25 of 17



Page 26 of 17



Page 27 of 17



Page 28 of 17




Page 29 of 17



Page 30 of 17



Page 31 of 17



Page 32 of 17



Page 33 of 17



Page 34 of 17



Page 35 of 17



Page 36 of 17



Page 37 of 17



Page 38 of 17



Page 39 of 17



Page 40 of 17



Page 41 of 17



eight-years

PRuHiply-(a)-by 16%--then-add 54,560
g Le b BE0 o Lo B
e

INDEXED PRICE Selbeen

Page 42 of 17



Page 43 of 17



RECAIL E
TN

than

Ay =y

T

Page 44 of 17




Page 45 of 17



Page 46 of 17



Natad:

|=4= v v n

Sionatureof Buver

By

DIrgrcarair SO DUy Tl

e 47 of 17

P



Page 48 of 17




Page 49 of 17



O

/ /
T T
/ /
T T

/ /
T T

/ /
T T

Page 50 of 17



ebl of 17

P



Page 52 of 17





