
CITY OF SOLEDAD 
248 MAIN STREET, SOLEDAD CA 93960 

FIRST-TIME HOMEBUYER ASSISTANCE PROGRAM 
FIRST MORTGAGE LENDER INSTRUCTIONS 

Maximum Home Sales Price—Home sale prices cannot exceed 95% of the area median home value for    
Soledad (see Table 1: Maximum Purchase Price per Unit). 

Affordability Ratios—Housing expenses, defined as the PITI plus homeowner association dues (if applicable), 
shall be between 25% and  35%  (on a 30-year fixed rate loan) of the Applicant’s grow monthly income.  

Maximum Loan-to-Value Ratio—The loan-to-value (LTV) ratio for a Program loan, when combined with all 
other indebtedness to be secured by the property, shall not exceed 100% of the sales price plus a maximum of up 
to 5% of the sales price to cover actual closing costs for a total maximum of 105%. 

Down Payment/Applicant Investment—The Applicant must provide a minimum 3% down payment.  One 
percent (1%) must be a seasoned cash down payment from Applicants own funds.  The remaining 2% may be from 
gifts, grant funds or forgivable loans.  

Determination of Subsidy Amount—The subsidy amount is limited to 40% of the purchase price of the 
dwelling unit or $55,000, whichever is less.  The Program subsidy amount provides “gap financing” and will be 
calculated as the amount of subsidy required to bridge the gap between the purchase price (less down payment) 
and the amount of the first mortgage (see Table 2: Debt Service Example). 

First Loan Requirements—The first loan shall be a fixed rate fully amortized loan with a minimum 30-year 
term.  Temporary interest rate buy downs are not permitted.  Interest rates may not exceed current market rates.  
Hoembuyers must secure a first loan for the maximum amount allowed by the first lender with an interest rate and 
affordability ratios that comply with the Program (see Table 3: Qualifying Ratios). 

Program Loan—The City’s loan documents consist of a Deed of Trust and a Promissory Note pledging to repay 
the principal amount of loan.  The Note is a deferred loan at 0% interest and shall be retired upon the payment of 
the principal.  The Note will be due and payable upon sale, transfer of the property, change of use, or 30 years 
from execution, whichever occurs first.  

Loan Application Process—Borrowers must submit a First-Time Homebuyer Application, certification of 
attendance at all three homebuyer workshops (or 8-hour workshop), along with income verification and 
verification of down payment to the City of Soledad.  If the City determines that the Applicant is eligible, a 
“Preliminary Eligibility Letter” will be issued reserving up to $55,000 in funds for a period of 90 days.  The 
Applicant must secure a purchase agreement within the 90 day period. 

Prior to obtaining final loan approval from the City, the applicant must provide evidence of financing from a first 
mortgage lender.  Acceptable proof will consist of a letter from the first mortgage lender indicating preliminary 
approval of the first loan and evidence of a purchase agreement for a dwelling unit which meets the Program price 
limits (see Table 1: Maximum Purchase Price per Unit). 
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First Lender Documentation—The Lender must complete (or have the applicant complete when applicable) 
the following forms and submit to the City.  

     Form 1—Authorization for Confidential Disclosure Statement 
     Form 2—Worksheet for First-Time Homebuyer Program 
     Form 3—Checklist for Participating Lenders (include copied of all documentation listed) 

The forms and copies of all documentation should be submitted to the City as soon as possible, but no later than 10 
business days before the anticipated loan closing date.  

Home Inspection—The unit to be purchased must pass a Health and Safety Inspection and a Pest Inspection.  
Upon completion of all work required by the inspection, a final inspection will be conducted by the City prior to 
the close of escrow.  The inspector will sign off on all required construction with local codes and health and safety 
requirements at the time of purchase and prior to occupancy. 

Final Loan Approval—The City Loan Committee is responsible for final City loan approval.  All forms ands 
and documentation listed above must be submitted to the City before the Loan Committee meeting.  

Closing—Upon  approval.  City will draw up the loan documents and send to the escrow company.  The City 
loan documents will be recorded after the first mortgage loan has been recorded to assure the City’s second 
position.  An impound account must be established for the payment of taxes and insurance. 

Changes Prior to Closing—Any material changes in the Applicants status or the status of the dwelling unit 
prior to loan closing which could affect the Applicant's eligibility to participate in the Program shall be reported 
immediately to the City for review and a determination as to whether the loan can close.   

No Prepayment Penalties—The Applicant may make payments at any time on the Program loan.  

Subordinate Loans—At the City’s discretion, subordinate loans may be used to cover mortgage subsidy needs 
that exceed the maximum Program subsidy amount. Subordinate loans must be deferred and have a term at least as 
long as the term of the Program loan.    

For more information on the First-Time Homebuyer Assistance Program,                                               
contact the Housing Division of the City of Soledad at (831) 223-5063.  

Owner Occupancy and Periods of Affordability —  The Applicant must occupy the home as their primary 
residence.  The Borrower must annually certify that the home will be the household’s primary residence during the period of 
affordability.  Restrictive Covenants (Resale Restrictions) will be recorded against the property upon the initial purchase and 
shall restrict the resale of the unit to low-income first-time homebuyers (see Table 4: Affordability Period). 
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2011 HOME Maximum Purchase Price per Units 
Monterey County* 

Bedroom Size 1 2  3  4 

 Maximum Market  
Purchase Price* $327,750 $419,591 $507,187 $630,310 

*http://www.hud.gov/offices/cpd/affordablehousing/programs/home/limits/maxprice.cfm (as published by HCD) 

Table 1: Maximum Purchase Price per Unit 

Table 2: Debt Service Example 

Debt Service Example 
Family of 4 Earning $3,686 per Month 

Housing Payments   Total Overall Payments    

 Principal & Interest Payment $768   $968 Housing    

 Insurance $  80  + $507 Other Debt Service    

Taxes $120  $1,475 Total Debt Services    

Total Housing Expense $968  Overall debt service per month  

is 40% of $3,686 

  

(PITI is 30% of $2,500)        

A $768 per month loan payment equates to borrowing $128,000 at 6% for a 30 year term.  

Car Payment………....$350 

Credit Card Payment….$157 

Total Other Debt…...$507 

Table 3: Qualifying Ratios 

Qualifying Ratios 

Prior to obtaining a loan from the City, the Applicant must provide evidence of financing for the maximum amount 
the Primary Lender is willing to loan (the “primary loan”). 

Back-End Ratio (Total Expense) 
The back-end ration shall be up to 40% and is the percentage of the Applicant’s gross monthly income that would cover the 
cost of PITI plus any other monthly debt payments such as a car or personal loans and credit card debt, as well as child support 
and alimony payments. 

Front-End Ratio (Housing Expenses: PITI) 
The front-end ratio shall be between 25% and 35%  (on a 30-year fixed rate loan) and is the percentage of a Applicant’s gross 
monthly income  (before dedications) that would cover the cost of PITI (loan principal and interest payment + property taxes 
+ property insurance). 

Amount Borrowed Period of Affordability 

Under $15,000 5-Years 

$15,000—$40,000 10-Years 

Period of Affordability Based on HOME Funding Borrowed 

Over $40,000 15-Years 

Table 4: Affordability Period 



I/We understand that I/we will be applying for two separate loans.  One loan is a first mortgage from 

_______________________________________________________(Financial Institution) and a second loan will be 

a City of Soledad First-Time Homebuyer Assistance Program Loan.  I/We understand that the approval and processing of 

the two loans must be coordinated in order to participate in the City of Soledad First-Time Homebuyer Assistance 

Program. 

 

I/We hereby authorize_______________________________________________________(Financial Institution) 

and the City of Soledad and/or their agents to exchange information regarding my application for both loans.  I/we also 

authorize _______________________________________________________(Financial Institution) to provide to 

the City of Soledad copies of my loan application, income verification, tax returns and other forms of verification required 

to qualify me/us for the City of Soledad First-Time Homebuyer Assistance Program.  

CITY OF SOLEDAD 
248 MAIN STREET, SOLEDAD CA 93960 

FIRST-TIME HOMEBUYER ASSISTANCE PROGRAM 

FORM NO. 1 
AUTHORIZATION FOR CONFIDENTIAL DISCLOSURE STATEMENT 

Print Name (Applicant)   Print Name (Co-Applicant) 

      

Applicant Signature  Date  Co-Applicant Signature Date 



1. Information Summary 

 Lender __________________________________________________ Lender Phone # _______________________________ 

 Loan Officer ____________________________________________________ Loan No. ______________________________ 

 Applicant Name _______________________________________________________________________________________ 

 Property Address ______________________________________________________________________________________ 

 Appraised Value $ ______________________________________ Purchase Price $  __________________________________ 

CITY OF SOLEDAD 
248 MAIN STREET, SOLEDAD CA 93960 

FIRST-TIME HOMEBUYER ASSISTANCE PROGRAM 

2.  Calculation of Amount of City Participation 

     A).  Household Gross Monthly Income      $________________________________________________ 

      Source of Income:______________________________________________________________________________________ 

 ___________________________________________________________________________________________________ 

 Monthly Payment of First Mortgage (PITI)    $________________________________________________ 

 Monthly HOA dues (if applicable)    $________________________________________________ 

     B).  Type of First Mortgage Loan   _____________________________________________________________________________   
 Note: No adjustable rate loans can be used with this program. 

        Interest Rate __________%  No. of Months_________ 
     C).     City Participation Required: 

 �Lesser of purchase price or appraised value   $________________________________________________ 

 �Buyer’s Downpayment (1% minimum)   $________________________________________________ 

 �Remianing Downpayment (indicate source)   $________________________________________________ 

      ____________________________________ 
        (Total downpayment must be at least 3% of purchase price) 

 �Total Amount to Finance (line 1 minus lines 2 & 3)  $________________________________________________ 

 �Amount of First Mortgage Loan    $________________________________________________ 

 �City FTHB Assistance Requested (lines 4 minus lines 5 & 6) $________________________________________________ 
      Note: Amount of City assistance cannot exceed the lesser of 40% of purchase price or $55,000. 

      D). Estimated Closing Costs     $________________________________________________ 

 Indicate source for closing costs ____________________________________________________________________________ 

FORM NO. 2 
LENDER WORKSHEET 

Note: This form and all 
applicable documents listed 
on Form 3 must be 
submitted to the City at 
least ten (10) working days 
prior to the estimated 
closing date. 



3.  First Lender’s Underwriting Review 

     A).  Lender’s Underwriting Criteria 

•  Lender’s maximum HOUSING COSTS to income ratio       ____________________________ 

• Lender’s maximum DEBT to income ratio     ____________________________ 

• Actual HOUSING COSTS to income ratio: 

i. with down payment assistance     ____________________________ 

ii. without down payment assistance     ____________________________  

• Actual DEBT to income ratio: 

i. with down payment assistance     ____________________________ 

ii. without down payment assistance     ____________________________ 

     B).  Special Circumstances (if any)_____________________________________________________________________________    

 ___________________________________________________________________________________________________ 

FIRST-TIME HOMEBUYER ASSISTANCE PROGRAM 

4. Escrow Information 

 Title Company ________________________________________________________________________________________ 

 Address ______________________________________________________________  Phone No. ______________________  

 Escrow Officer ________________________________________________________________________________________ 

 Escrow No. ___________________________________________________________  Estimated Closing Date _____________ 

5.    Lender Certification 

 I hereby certify that the proposed housing costs are affordable, a satisfactory credit record has been maintained by the buyer and the buyer 

has the ability to pay the proposed total housing costs without serious difficulty. 

 I further certify that the information contained in this worksheet is true and correct to the best of my knowledge and that the buyer will 

not qualify for a loan from this institution for the purchase of the above referenced property without down payment assistance from the City of 

Soledad in the amount requested.  

Date: _______________________________ 

Loan Officer Name:________________________________________________________ 

Loan Office Signature: ______________________________________________________ 

PAGE 2 



CITY OF SOLEDAD 
248 MAIN STREET, SOLEDAD CA 93960 

FIRST-TIME HOMEBUYER ASSISTANCE PROGRAM 

FORM NO. 3 
CHECKLIST FOR PARTICIPATING LENDERS 

The following documentation must be submitted (if applicable) prior to approval of a City of Soledad First-Time Homebuyer 
Assistance Loan.  

� Authorization for Confidential Disclosure Statement (Form 1) 

� Lender Worksheet (Form 2) 

� Signed Federal Income tax Returns for Previous 3 years 

� Certificate(s) of Completion for Homebuyer Education Class (to be taken within 65 days of receiving “Preliminary Eligibility Letter”) 

Submit verification of all income sources, including all of the following that apply:  

Submit copies of the following documents: 

� Employment (Lender VOE)  � VA or Military Benefits 

� Self Employment (Tax Returns and Profit and Loss Statement for Current Year) � Pensions and/or Annuities 

� Unemployment � Retirement Funds 

� AFDC (Welfare Benefits) � Savings Accounts (Interest Income) 

� Child Support � Checking Accounts 

� Alimony � Government Grants 

� Social Security Benefits � Trust Funds 

� Supplemental Security Income (SSI) � Stocks & Bonds (Cash Value) 

� Gift Funds � Life Insurance (Cash Value) 

� Purchase Agreement  � Health and Safety Inspection Report 

� Loan Application � Good Faith Estimate of Closing Costs 

� Preliminary Title Report � Drivers License(s) 

� Credit Report � Social Security Card(s) 

� Property Appraisal � Lead Based Paint Disclosure (not applicable for units built after 1978) 

� Pest Control Report  

 First-Time Homebuyer Assistance Program participants must submit an application to the City and must receive a “Preliminary Reserva-

tion letter from the City.  Participants must be low income, first-time homebuyers.  Complete documentation must be received and reviewed by 

the City prior to final approval and funding of the City’s loan. 

 A complete package must be submitted at least the (10) working days prior to close of escrow.  First-Time Home buyer Assistance 

funds are limited and failure to submit a complete package in a timely manner may result in a lapse of the home buyer’s fund-

ing reservation for the program. 

Date: ____________________________ 

Projected date for close of escrow:__________________________  Lending Institution:________________________________________ 

Loan Officer: _______________________________  Phone No. ________________________  Fax No. _________________________ 
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