First Time Home Buyers
Workshop



A nonprofit community lender formed in 2000 by the
County Board of Supervisors, Silicon Valley
Leadership Group and other housing organizations

501(c)(3) public benefit corporation

Since 1999, the Trust has raised over $40 million in
voluntary contributions from the public and private
sector for the development of affordable housing
and provision of loans to first-time homebuyers

Awarded a $25 million grant from HUD under the
Neighborhood Stabilization Program to mitigate
foreclosure impacts in San Jose



* Prices and interest rates have fallen making
nomes more affordable

» First-time homebuyers still need to come up with
arge down payments to purchase a home and
need to qualify for first mortgage

 We provide assistance to make home purchases
more affordable through our second loans, and
In some cases make them possible




e To Provide You With Valuable Information
About the Housing Market

 To Help You Strengthen Your Portfolio
Through Real Estate Acquisition

e To Introduce You To The Home Buying
Process With Special Emphasis On Credit,
Loans, and Down Payment Assistance.




Control your housing expenses
Control of your home

A money making decision
Tax deductions
 Mortgage Interest
 Real Estate Taxes
e Appreciation

Return on your investment



What To Like?
 Real People
 Ability to Negotiate and Close

 Personal Concerns
— Rent Back
— Family Raised
— Someone Who Appreciates What They've Done
 Process Is Cleaner
 Personal Touch Can Make A Difference
e Seller MUST Disclose Property Conditions

 Could Be As-Is or Credit For Repairs



Quick Close

Cash is King — Allows for Discounted Value
No Sellers Disclosures

Buy As-Is

Contract Addendum Overrules Purchase Offer
— You Give Up A Lot Of Your Rights

Opportunity to Discover Property Issues

Typically Priced Under Market and Receive
Multiple Offers



What Does It Mean?
 Negative Equity — Underwater

2 Decision Makers
— Home Owner then Investor
o Seller Does Disclosures
o Seller Can Be Very Emotionally Distressed

e Your Agent Should Prequalify:
— Seller
— Listing Agent
— Investor

* Uncertainty For Close Date



 Key Is Your Personal Motivation

 Market Timing Buyer — Yes

— Prices Are Depressed Compared To Long
Term Value Curve and Interest rates are great

 What If You Are Thinking of Moving Up To
A Larger Home, Is It Worth It?
— The value of your home has dropped since

the peak, but the larger home has dropped
even more, meaning higher leverage



Consultation with Agent to Analyze Needs @ Consultation with Lender

Mortgage Application

Consider other options —
@ Ilke.dtown paymtent ()| Credit Issues? Consult
assistance or city with Credit repair

financial aid programs

Pre Approval — let’'s go shopping!

View homes and select properties

Property Appraisal

Write offer and acceptance of contract

Loan Approval and Underwriting

Remove Finance and Physical Property Contingencies

Get the KEYS! Closing with Title Company




~ooo0oTp *

a
b

C
d

Federal: $8,000/$6500 (10% of the price not to exceed $8000/$6500)
First Time Buyer: $8000
Not First Time Buyer: $6500
Close by June 30, 2010 (find a home now)
Single : $125,000 Married: $225,000
1-4 units OK, must live in home
Can get cash back if you do not owe $8000/$6500 in taxes

State: $10,000 (5% of price or $10,000 — (lesser of the two)
. Contracts dated May 1, 2010 or after
. New Home or First Time Buyer
. $3,333 each year, no cash back if State Tax Liability is less than $3,333
. Close escrow by Dec 31, 2010



What a Lender Is Looking for
Property Condition

Income

Money

Credit



e AS IS

 Health and Safety



 Buy a home and get
money to repair it all
In the same loan

e 3.5% down

 Duplex Ok



415%
Gross Monthly Income

Debts: Car Lease/Payment, Credit Cards,
Student loans

Unreimbursed Expenses

Self Employed?



 Down Payment
a. Own funds
b. Gift Funds
c. Down Payment Assistance

e Closing Costs- 3% of Purchase Price



Conventional 5% down- own
FHA 3.5% down-gift OK
VA no Down

CalHFA 3% down-own



Where Is your score?

770 The Ultimate Goal A++
740 to 769 A+
720to 740 A
700 to 719 A-
680 to 699 B+
660 to 679 B
640 to 659 B-
620 to 639 C+
600 to 619 C
580 to 599 D
579 and below F




As a group, the consumers in the 700-749 range, have a delinquency rate
of 5%. This means that for every 100 borrowers in this range,
approximately 5 will default on the loan, file for bankruptcy, or fall 90 days
past due on at least one credit account in the next two years.



O Payment History
B Amount of Debt
O Credit History

B New Credit

B Types of Credit

10%



Remain current on paying all your monthly bills.

LATE PAYMENTS:

ANY new late payments, collections, or bad-debt charge offs of any type will lower
your score as much as 107 points. Even one new 30 day late payment of $5 can
cost you the loan you want and the credit score you deserve. (Example on next slide)




30% Rule on Credit Card Balances

CURRENT CREDIT CARDS:

Look at your credit card limit; subtract 70% from the credit limit amount. This will
equal 30% of available credit. Never charge greater than this amount.

Example: $1,000 limit — 70% = $300 (30%)

Creditors report information to the credit bureaus every 30-90 days and in most
cases in the middle of the month when most people have large balances. They do
not report what you have paid, but what your current balance is during the middle of
the month.

Note: Ideally, pay off your credit cards to a zero balance each month, and never
charge greater than 30% of your available credit limit.



The longer your revolving accounts
(credit cards) have been open & active
the better your score will be.

\—\/ 15%

DO NOT CLOSE CREDIT CARDS:

That have 2 + years of history. This will cause you to lose all the good history you have built on
those credit cards. Instead keep the card open & only charge a $5 purchase once every 5 months
to keep the account active. (Credit Cards go “Inactive” after 6 mo. which will lower your score.)

INACTIVE CREDIT CARDS:

Any open credit cards with a zero balance and that has not been used for more than 6 months, is
considered an “Inactive” account, and will typically lower your score. Charging a small amount
on the card every 5 months, such as $5, then immediately paying it off will help your score
increase within 30-90 days.



The longer your revolving accounts
(credit cards) have been open & active
the better your score will be.

\—\/ 15%

QUICK WAY TO ADD CREDIT HISTORY:

Contact a friend or relative and have them place you on 3 to 5 of their credit cards that
they have had for 5 or more years as an “Authorized User” (NOT a Joint User). The
account holder will receive a new credit card in your name. The account holder must
make a single charge of $5 on your new card to insure that their positive history
appears on your credit. After that they can cut the card up. Older cards are more
valuable to your score.




New Open Accounts — lower your score for 6-12 months
New Inquiries — lower your score 5 to 22 points

. ‘
10%

NEW OPEN ACCOUNTS:

In most cases, opening a new account of any type will lower your score. Do not open
any new accounts (even cell phone & cable) unless absolutely necessary and please
consult with your CIQ Client Manager first. Choose your accounts wisely.

NEW INQUIRIES:

New inquiries on your credit report will lower your score an average of 5 to 22 points
for 90 days. Again, please consult with your CIQ Client Manager before you do
anything.



‘ There is a hierarchy of the types of credit

DIFFERENT CREDIT TYPES:

Mortgage

Auto Loans

Bank Credit Cards
Store Credit Cards
Other Installment Loans

A mortgage loan carries more positive points after being opened for 6 months
compared to any other types of credit.



Regardless of the event it is just data. Every
creditor has approximately 38 pieces of data. We
know what data they do and do not store. We
interface with all three credit bureaus and ask
specific questions about the data that they most
likely don't have. If they can not verify the specific
iInformation then by law they must remove it within
30 working days. (Public Law 91-508) It is your legal
right to have the verifiable information.



First-Time Homebuyer Programs
March 2010



Closing Cost Assistance Program (CCAP)
Mortgage Assistance Program (MAP)
Equity Share Co-Investment (ESCO)

Down Payment Assistance Program (DAP)



$6,500 maximum loan amount

Minimum 3% down payment

3% simple interest per year, deferred
Term is 30 years

No payments during the term
Repayment at maturity, sale or refinance

Maximum income 120% AMI: $88,600 for 1
person household to $126,600 for 4



Maximum loan amount $50,000
Amortizing second loan

nterest rate 1.5% above the rate on the first
oan

_oan has 30 year term, level monthly payments
3% minimum down payment

Loan can be used toward the purchase, for
closing costs, mortgage insurance premiums,
Interest rate buy downs or other approved costs

Maximum income is 120% AMI




Maximum ESCO is 10% of the purchase price or $75,000.
ESCO is dollar-for-dollar match of your down payment
Borrower puts down minimum 5% of purchase price as down
payment

Term is 15 years

No payments due on the ESCO loan during the term

At sale, refinancing or maturity, borrower and HTSCC share in
any appreciation of the property in proportion to the
percentage of original equity investment. The Housing Trust
share is capped at 9.5% simple interest per year.

Maximum income 140% AMI: $103,390 for household of 1,
$147,700 for a 4 person household



Example: Homebuyer purchases a home for $400,000 with a
$40,000 down payment and a $40,000 ESCO loan.

After 10 years, the home is now worth approximately $540,000 at a
projected appreciation rate of 3%. This is illustrative only—there
IS no guarantee of any appreciation

After transaction costs, the total appreciation to be shared is about
$108,000. Since the down payment was split 50/50, the homebuyer
and Housing Trust would each receive $54,000. However, the
Trust’s share of the appreciation is capped at a maximum of 9.5%
simple interest per year.

Homebuyer receives his down payment of $40,000, appreciation of
$70,000, and reimbursement of mortgage principal payments of
$58,000 for a total of $168,000.

The Housing Trust receives the $40,000 ESCO loan principal plus
$38,000 in appreciation for a total of $78,000. Both the principal and
appreciation share are secured by a deed of trust on the home.



3 br 2 bath home in San Jose (Evergreen) listed for $329,000
Alternative 1: ESCO
$32,900 down with a $32,900 ESCO loan

80% LTV first loan @ $263,200, 30 year fixed rate @ 5.25%,
monthly payment $1,453

RE Taxes $275, Insurance $50
Monthly housing costs $1,778, income to qualify $56,200

Alternative 2: MAP

$15,800 down with a $50,000 MAP loan @ 6.75%, payment
$324 monthly. Total monthly housing cost is $2,102. Income
to qualify $66,400

Buyer avoids PMI, FHA costs, keeps all appreciation




Maximum loan amount up to $25,000
Maximum household income 120% AMI
Payments deferred for first 5 years
Converts to amortizing loan in 615t month
NHSSV must be first mortgage lender
Contact NHSSV to apply, www.nhssv.org



Avalilable May 2010

To purchase foreclosed single-family homes in
designated census tracts in San Jose

Up to $50,000 deferred interest (3%) second
loan

No payments during the term (30 years)

Loan can be used for purchase, repairs, down
payment

Maximum 120% AMI; No First Time Homebuyer
Requirement



e Website: www.housingtrustscc.orog

e Dan Lachman
Homeownership Program Manager
(408) 436-3450 ext. 230

dan@housingtrustscc.org



Sunnyvale $50,000

Mountain View  $100,000

Santa Clara $75,000

Campbell $25,000
CalHFA-Chdap 3% Matching
Teachers 3%, no Mortgage Insur



Carolyn Mountain
Senior Loan Officer
Bank of America

(408) 615-6032
Carolyn.Mountain@
BankOfAmerica.com

Michelle Webb
Credit 1Q
Regional Marketing Director

(925) 271-7705
mwebb@creditlineig.org

Dan Lachman
Homeownership Program Mgr.
Housing Trust of Santa Clara Co.

(408) 436-3450 ext. 230
dan@housingtrustscc.org

Rod Hibner
WolffGroup of Re/Max
Real Estate Consultant

(408) 997-7216
Rod@WolffGroup.biz



