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RESOLUTION NO. 82- 19

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
RIDGECREST APPROVING AN AGREEMENT OF COOPERATION
WITH KERN COUNTY FOR THE PURPOSE OF FINANCING
HOME MORTGAGES WITH RESPECT TO PROPERTY WITHIN THE
CITY AND AUTHORIZING THE EXECUTION THEREOF

WHEREAS, the County is in the process of putting together a revenue bond
which would make mortgage funds available in the County and several incorporated
Cities at rates that are somewhat less than conventional mortgage interest rates,
and

WHEREAS, proposals have been submitted by developers who wish to use this
funding in Ridgecrest, and

WHEREAS, a Cooperation Agreement with the County is needed before these
proposals can be included in a bond issue, and

WHEREAS, the Agreement does not make the City liable, either legally or
morally, for paying off the bonds, and

WHEREAS, this program would be of overall benefit to the City of Ridgecrest,

NOW, THEREFORE, the City Council of the City of Ridgecrest hereby resolves
as follows:

1. The Cooperation Agreement between the City and the County of Kern for the
purpose of financing home mortgages is hereby approved; and

2. The Mayor is hereby authorized to execute such Agreement of Cooperation
on behalf of the City.

APPROVED AND ADOPTED thi s 7t h day of Ap r i 1
roll call vote:

, 1982, by the following

r

AYES: Mayor Hockett, Vice-Mayor Bergens,
Councilmen Cheshire and Grossman

NOES: None

ABSENT: No ne

ABSTAIN: None

ATTEST:
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RESOLUTION NO. 82-Jjl

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
RIDGECREST APPROVING AN AGREEMENT OF COOPERATION
WITH KERN COUNTY FOR THE PURPOSE OF FINANCING
HOME MORTGAGES WITH RESPECT TO PROPERTY WITHIN THE
CITY AND AUTHORIZING THE EXECUTION THEREOF

WHEREAS, the County is in the process of putting together a revenue bond
which would make mortgage funds available in the County and several incorporated
Cities at rates that are somewhat less than conventional mortgage interest rates,
and

WHEREAS, proposals have been submitted by developers who wish to use this
funding in Ridgecrest, and

WHEREAS, a Cooperation Agreement with the County is needed before these
proposals can be included in a bond issue, and

WHEREAS, the Agreement does not make the City liable, either legally or
morally, for paying off the bonds, and· ~ ~

WHEREAS, this program would be of overall benefit to the City of Ridgecrest,

NOW, THEREFORE, the City Council of the City of Ridgecrest hereby resolves
as follows:

1. The Cooperation Agreement between the City and the County of Kern for the
purpose of financing home mortgages is hereby approved; and

2. The Mayor is hereby authorized to execute such Agreement of Cooperation
on behalf of the City.

APPROVED AND ADOPTED this day of , 1982, by the following
roll call vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

HAROLD J. HOCKETT, MAYOR
ATTEST:

JACQUELINE C. REED, CITY CLERK



COMMU[~V DEVELOPMENT PROGRAM DE~TMENT

C.D. Program Department
Great Western Savings Building

1415· 18th Street, Second Floor
Bakersfield. California 93301
Telephone (805) 861-2041

WILLIAM J. MUNGARY
Director

ANOOSH BOZORGME~

Assistant Director • ']

March 8, 1982

William L. Eichenberg, City Administra.tor
City of Ridgecrest
139 Balsam Street
Ridgecrest, California 93555

Dear Mr. Eichenberg:

RECEIVED

MAR 11 1982
CI~ of Rldpcrelt

, CJtJ Hall

Also enclosed is a summary of developers' commitments and the bond program.
As the state Mortgage Bond Allocation Committee has allocated only $29.1
million in bond authority to Kern County, it is clear that there must be a
shrinkage in these commitments. A feasibility study is now under~ay which
will undoubtedly eliminate some of the developments as being infeasible,and
make recommendations on the market for housing in the County and cities
which ~~ll indicate that a scaling back of some projects is necessary. The
su~~ry figures are therefore subject to change and we will keep you informed
as they affect your locality.
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March 8, 1982

If the City is in favor of the program being made available, execution of the
agreement is essential at the earliest date possible. Please return three (3)
copies of the agreement to us. Contact Mark Smith, or me, if you have any
questions.

Very truly yours,

WJM:MAS :ayt

Enclosures

William J. Hungary,
Community Development Department

r

r
\

xc: Each Supervisor
County Administrative Office
County Counsel

,....,.



AGREEMENT OF COOPERATION

THIS AGREEMENT, made and entered into this
l

day of _

1982, by and between the COm~TY OF KERN, a political subdivision of

the State of California ("County") and the CITY OF RIDGECREST, a

municipal corporation ("City"),

WIT N E SSE T H:

WHEREAS, pursuant to Section 52000 et seq., of the California

Health and Safety Code, County proposes to undertake a Home Mortgage

Finance Program and to issue Home Mortgage Revenue Bo~ds to :.provide

funds to make or acquire home mortgages to be made with respect to

eligible homes and eligible mqrtgagors within the boundaries of both
.~.

the unincorporated area and certain incorporated areas of Kern County;

and

WHEREAS, one of the areas within which County proposes to provide

funds to make or acquire home mortgages is within the boundaries of

the incorporated area of the City of Ridgecrest; a~d

WHEREAS, City desires to cooperate with County in the making or

acquiring of such home mortgages, all as authorized by Section 52020

of the California Health and Safety Code and as hereinafter provided;

NOW, THEREFORE, in consideration of the terms and conditions

herein set forth, IT IS MUTUALLY AGREED that County shall be

authorized to and shall use its best efforts to make or acquire home

mortgages to be made with respect to eligible homes and eligible

mortgagors within the boundaries of the City of Ridgecrest; subject,

however to the applicable provisions of Section 52000 et seq., of
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the California Health and Safety Code and the proceedings to be had

and taken for the issuance of the above described Home Mortgage Revenue

Bonds, including the availability of proceeds of "such Home Mortgage

Revenue Bonds for such purpose.

IN WITNESS WHEREOF, County and City have caused this Agreement

of Cooperation to -be executed by officers thereunto duly authorized

as of the date hereinabove set forth.

COUNTY OF KERN

Chairman, Board~of SUBervisors

Approved as to Form
Office of County Counsel

ATTEST,.--

Clerk, Board of Supervisors

r

Recommended and Approved as
to Content
Community Development Program Dept.

Approved as "to Form
ICi ty Attorney

Recommended and Approved as
to Content

-2-

CITY OF RIDGECREST

Mayor

"City"

ATTEST

City Clerk



February 8, .1982

MORTGAGE REVENUE BOND ~
Program Summary j

Reservations Approximate Approximate
Location (£. Mill~on) # of_units .Price/House

Bakersfield City 25.15 41·(} $61,3"10.00

Metro Bakersfield 12.88 241 53,443.00

Other County 3.74 62 60,322.00

Ridgecrest 9.0 154 58,400'00

Delano 3.0 52 57,692.00

Shafter .47 7 67,142.00

Wasco 2.5 45 55,500.00

0-
~'roTAL $56 .. 74 .971 $58,434.00

I
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MORTGAGE REVENUE ~~GRM~ RESERVATIONS

February 8, 1982,

Developer
Reservation
(.$ million)

Approximate
#- of units Location Comment/Status

Diamond H Corporation .8 18 Bakersfield

Tricor Properties 5.0 8~ Bakersfield Cond6 ·Converslonll'·
l' commitment may drop

Karpe Construction .5. 1 Bakersfield lowered comaUtment· 2/9/8~ )

Richard C. Bailey .3 5 Metro • May increase commitment

Golden Empire Development Co. 2.32 37 Bakersfield

Greenfield Properties (Reeder) 8.0 147 Metro •

Hilltop Developers, Inc. (Reeder) 2.5 4S Wasco

Presido Construction, Inc. .74 11 7 Shafter
4 unspecified )

Stockdale Enterprises, Inc. .65 10 Bakersfield

• Metro means the County area outside Bakersfield
City Li~.its



Developer
Reservation
($ million)

Approximate
# of units Location (s) Comment/status

Batey De~elorment, Inc. .2~ 4 Bakersfield

Vernon D. Strong Realty 1.0 17 Unspecified
scattered sites..

Budget Homes, Inc. 1.0 }7 Delano

Coleman Construction 5.0 80 Bakersfield )

Silvercrest Industries, Inc. 2.0 35 Delano

Gannon Enterprises 1.0 17 Metro

Sondco, Inc. 3.42 57 Ros~ond

San Joa~Jin Estates 1.0 14 Metro

Loma Vista Construction 1.97 30 Bakersfield )

.l,
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Developer
Reservation
($ million)

Approximate
#- of units Location Comment/Status

Orbit Industries .27 4 Bakersfield

China Lake Investments, Inc. 6.0 109 Ridgecrest

Barratt Northern California 2.0 44' Metro

)
Butch Boynton .25 7 Metro May increase commitment

Hadco Development Co. .328 5 Mojave

The Gregory Co. 3.0 45 Ridgecrest :\1;
~

Great Western Builders, Inc. 5.0 75 68 Bakersfield
7 Metro

Park West 2.4 44 Bakersfield

)

(3)



FACT SHEET

HOUSING MORTGAGE REVENUE BONDS

.-::-~",T_-~~

~~at are Housing Mortga~e Revenue Bonds?

Under State and Federal law, bonds may be issued ~J localities to make
mortgage money available. Because interest on these bonds is free of
Federal taxes (and California State taxes for bondholders who live in
the state), bond buyers are willing to accept less interest than they
would on taxable bonds. Therefo~, the mortgages originated under
revenue bond programs typically have an interest rate which is several
points less than conventional mort~ge rates.

The bonds are called "mortgage revenue bonds" because the payments that
homeo\~ers make over the life of the mortgage pays off the bonds. The
locality does not pledge its full faith and credit to payoff the bonds
and there-rs-no liability in this regard.

Who can oualify?

l
I

Under state law, those who make up to 120 percent of the statewide median
household income'~an' apply for a loan. This is calculated to be about $34,000 ~

per year at present. In addition, under Federal law, a buyer cannot have ~

been a homeowner during the last three years.

~~at are the ~rices of homes which can be ~urchased?

House prices cannot exceed 90 percent of the.average area purchase price
of single family residences in the County over the last year. L~ Kern
County, this has been calculated to be in the $60,000 to S70,OJO range.
Included are houses which have already been built, but have not been
sold (standing inventory).

vfuat lenders and builders will participate?

Financial institutions and builders in Kern County will be invited to
attend meetings to determine whether or not they would like to participate
in the program. It is not possible to predict which ones w~ll wish to
meet the program requirements. In any event, before bonds are sold,
interested lenders and developers will make a commitment for a certain
portion of the bond proceeds.

\~~t cities will participate?

The Co~~ty will be the issuers of the bonds, but each city can decide
(by vote of the City Counci L) whether or not' to be included. Cities in
which developers have buildable projects will cost likely wish to be a
part of the bond issue.
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June 26, 1981

Fact She~'t

SUMMARY OF ~EMPORARY AND PROPOSED SI~G~E FAMILY
MCRTGAGE SUBSIDY SCMJ:J.;.REGwLATICNS

Mcrtcaae Subsicv Bond Tax Act of 1980

e On December 5, 1980, Congress enacted t~e Mor~gage

Subsidy aond Tax Act of 1980 (Title XI of the Crnni=~s
Reconciliation Act. of; 1980) which imooses a number of
restrictions on the use of mortgage subsidy bonds,
including si~qle family mortgage subsidy bonds. Single
family mortgage sUbsidy bonds are tax-exe~Dt bonds tbe
pr.oc.eeds of wh Lch. are used to finance sing ie famil v
owner-occuoied homes. The lower tax-exempt interest
rates on the bonds make it possible to provide .,
mcrtcaces ·for individuals at rates be Lcwvccnv en t Lcna I
ho~e-rnortgage inte~est rates. .

Su~marv of the Temoorarv and ?roncsed aeculaticns

The regul~tions provide rules in both temporary and
orooosed form to imolement the orovisions of tbe Act
rel~tina to the use-of tax-exemot, sinale-familv
mo~tcace subsidy bones. The tem~orarv-reaulationsmav
b~ r;lied upon ~n an interim basis until ~inal ­
;.eoulations are publ Lshad , In add i tion, as crccos ed
ruies, tbe regulations allow for a 600ay comment
perioc and a public hea=ing to be followed by issuance
of final regUlations.

o T~e principal restrictions imposed by the statute,-and
implemen~ed by the regulations, are as follows:

Mortcace Subsicv Sends -- General

r

e With two exceptic~s, interest cn al~ single family
mortgage subsidy bones is includi~le i~ i~come and
sub~ect to ~ax for income tax curccses. ~he two
exc;pcions are "qualified ~ort~ag~ bones" anc
"cualified ve:erans mortcace bones." Under the stat~:e

and r~culations, however: t~e exceotion f~r cua~if:ec
mor:=a~e bones ac=lies onlY t~rouch Decem=er-31, 1983;- - -- ~ .
af~e~ t~at cace, no ~uali:ied moc~gage =c~cs ~ay =e
issued.



Qualified Mortoace Bends

o
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A qualified mortgage bond issue is an issue (l) all of
the proceeds of whicb (exclusive of issuance costs and
amounts invested in a reasonably required reserve) are
used to finance owner-occupied residences and (2) which
meets the several requirements described below.

Resicence recuirernents: To qualify for financing, a
residence must be the principal residence of the
mortgagor. "Residence" includes stock held by a
tenant-stockholder in a coocerative housinc
corporation; it does not include a typical-mobile
heme.

j

WFirst-time W homebuver reauirement: In general, an
eligible mortgagor may n~c have had a present
ownership interest in a principal residence at any
time during the three years prior to obtaining
financing through a qualified mortgage bond. This
rule dces not aoolv to loans made for residences
located in certain-II targeted areas." :·In addi tion";
it does not apply to qualified home improvement
loans or qualified rehabilitation loans, which are
defined in the statute anc the regualtions •

.~.
Purchase 'crice li~itation: The accruisition cost of
an eligible residence may not exceed 90% (110% in
the case of targeted area residences) of the average
area purchase price of single family residences in
the SMSA or county in which the residence 'is
located. The reculations orovide that the
acquisition cost-does not include items, such as
furniture, appliances, etc., that are not fixtures.

Market limitation: The total amount ~f single '
family mortgage. subsidy bones that may be issued in
a State in a calendar year is limited to t~e greater
of $200 million or 9% of the average aggregate
principal amount of mortgages for single family,
owner occupied resicences executed during t~e

immedia~ely preceding 3 calendar years in t~e State.
Ealf of tbis State limitation is allocated to State
housing finance agencies and the r~maining half is
divided among all other issuers within the State.
Either t~e Governor or the State legislature,
however, may alter this allocation among various
issuers within the State.

l
I

~ar=e~ed areas: A por~~on of bond proceeds ~us~ be
~ace availaole for a ~ericc of at least cne year foc ~
wortgages in targeted areas wi:~in tte iss~er's

juriscic~ion. T~e required ~cr~icn :5 t~e lesser of
20% of t~e lendable ?~oce~ds cf an issue c: 40~ c=
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CD RELAY #68 Page 5

Arbitraoe. In addition to meeting the arbitrage requirements that ap~
to all tax-exempt bends, the temporary regulations restrict the effect~~1
rate of interest on mortgages provided with the proceeds of qualified
mortgage bond to one percent over the yield on the issue of the bonds.
Also restricted is the amount of money which may be invested in non-mort­
gage investments, such as ~eserve funas, which ~ay not exceed 150 percent
of the debt service for any bond year. The arbltrage earned on such
non-mortgage invest~ents must either be credited to the mortgagors or it
may be given to the U.S. Treasury.

Compliance. If only three of the ~ortgage eligibility provlsl0ns (i.e.
ne\v mortcaaes, principle residences, three year non-ownership, or purchase
price limitations) are Fomplied with,.the issue may still .be.treate~ as a

-quaiified mortgage bond' if three requf rements are met. Ff rs t , the i ssuer
must prove that a sood frlith effort was made to satisfy all requirements
before the mortaaoes were executed. Second, 95 percent of the lendable
proceeds of an is~ue devoted to owner financing must be placed in qualifying
mortgages. The 5 percent margin for non-qualifyin~ ~ortgages p~otects the
issuer from inadvertent error or mortgage fraud. Ihlrd, any fallure to

meet the 5 percen~ requirement for woner financing must be corrected
within a re~son~ble a~ount of ti8e or the bonds will revert to a
taxable issue.

Qualifie&Veterans Mortgaae Sands. As in the case of qualified mortga~.
bonds, qualified veterans mortgage bonds may be issued to finance new ~
mortgages for single-family, owner occupied, principle residences. '
Unlike the qualified mortgage subsidy bonds, however, the first-time
homebuyer requirements and the purchase price limitations are not
applicable.

r

me controversy over the rul es revolves essentially around two issues--the l~~ over
yield limitation and the re~uire~ent that 95~ of the mOl-tgages must be e~ig;ble or the
tax-exe~pt status of the bonds will be lost.

A~ong other things, the first requirement limits the amount of fees which can be added
to the interest rate to cover issuance and servicing costs. This may mean that a
~ort~?n of the servicing costs will have to be picked-up locally to make the issue
ieaslole.

Second, the 95% requirement will require a great de:l of investigation and verification
of the individual mortgagors to ensure that 95% of mortgages comply with the purchase
price, principle residence, and three year non-ownership requiremen~s. The penalty
for non-compliance is steep since it can mean that the bonds will convert to a taxable
status.

Comments on the rules are due August 31, 1981. Please send a copy of your comments
to Paula Jarvis or Sandy Reinsel at NACo.

A bill has been introduced ~y Rep.- Duncan of Tennessee wh i cb woul d liberalize the ~

arbitrage limits from l~ to li~. The bill is not included in the Republican tax
pccka£e, therefore~ no action is expect2d to be taken on the bill in the near future.
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Tempor'ary Regulations on Sinqle-Family ~iortgage Subsidy Bonds Issued

On Ju~y 1, the Internal Revenue Service issued temporary regulations to implement
provi s i ens of the r·1ortgage Subs i dy Bend..-Act enacted by Congres s 1ast Decembe r ,
The temporary regulations which may be relied upon on an interim basis until final
regulations are published, are effective for governmental obligations for the use
of single-family mortgage subsidy bends issued after April 24, 1979.

l

A sUffi~ary of the major provisions imposed by the interim regulations follows:' .

(1) Qualification Reouirements. All qualified mortgage subsidy bond proceeds
-for single family homes' must be used to finance new mortgages for permanent
residences. Permanent residenc~s, according to the regulations may

r

r:

include stock held by tenant-stockholders in a cooperative housing
corporation and manufactured houses permanently attached to real
property. This does net include the typical mo~;le home.

The mortgage subsidy bend regulations 'are geared to assist first tlme
homebuyers; prohibiting any mortgagor who has owned a home in the
previous three years. These homeownership restrictions) however,
do not a·~ply to qualified home improvement or rehabilitation loans
or residences in designated target areas. Target areas, according
to the provisions are areas of chronic economic distress or census
tracts in which 70 percent of the families have an income that ;s
80 percent or less of the median statewide family income. A portion
of the bond proceeds equal to the lesser of 20 percent of the lendable
proceeds of an issue or 40 percent of the average aggregate mortgage
volume in the jurisdiction during the preceding three years must be
made available for a period of at least one year for mortgages in
these areas.

Although there is no income limitation on mortgagors, the regulations
limit the maximum purchase price of a residence, not to exceed 90
percent of the average purchase price of sing1e-family houses in the
SMSA or the county in which the residence is located. (110% for
targeted area residences).

The total amount of single-family subsidy bonds which a state may
issue each year is limited to $200 million or 9 percent of the
average of all single-family home mortgages originated in the state
during the preceding three years. The state finance agencies receive
half of the states allocation and the other issuers within the state
receive the remaining half.

1
II
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i= a mortgage is assumec, the principal reslcence,
three year and purchase price requi~e~ents ~USt be
met by the new mortgagor, at the time of the
assu.rJption.

Ccmcliance: I£ a mortgage financed by bond proceeds
fails to meet one or more of the mortcace
eligibility requiremeo:..t:s (i.e., ch e principal
residence, "first-time'" ~'horneblJver, cur chase pr i ce ,
new mortgage or assumption req~i=ements), the issue
7t i l 1 ~ill be treated as a qualified mortgage bond
lssue 1£ three requirements are met. First, the
issuer mcst attempt in good faith to meet all such
requirements. Second, 95 percent of the lendable
proceeds of the issue must be ~laced in cualifvina
mortgages. The 5 p~rcent margin for nonqualifying
mortgages protects the issuer from inadvertent error
or mortgagor fraud. Third, any failure to meet such
requirements for mortgages comprising less than 5
percent of the lendable proceeds ~ust be corrected
wit~in a reasonable period of time after it is
discovered. With respect to the remai~ing .
requirements, an issue will qe treated'as satisfying
such recuirements if ~~e issuer in aeod faith
attemot~d to meet such reauirements-and anv failure
was due to inadvertent error, after taki~g·all
reasonable steps to comply.

Safe harbor: To facilitate the ability of issuers
to mee~ some of the restrictions, the Treasury
Depart~ent will publish sa:e harbor purcbase price
limitations and State ceiling amoun~s. T~ese safe
harbor numbers may be relied -upon by an issuer.
Where an issuer has available more accurate anc
comorehensive data, an issuer will be f~ee to use a
different limitation computed from such data.

Qualified Veterans Mortcace Bonds

3l,198:',
bor:c ormortgage

Dece~=er

A qualifiec veterans mortgage bond issue is an issue
SUbstantially all of the proceeds of whic~ are usee to
provice resicences for veterans a~d whic~ is secured cy
a pledge of the full faith and c:edit of t~e issuing
State. As in t~e case of qualified ~ortgage bonds, the
residences must be single familY,owner occupiec
residences which are the pri~c:;al resicence of t~e

mortoaccr anc cenerallv the ~ortcaces must be new
mortgages. ether requirements a~~iicable to qualified
mortgage cones (e.c., the first-t:me ~cmet~yer

rec~irement, t~e =urchasa =rice rec~irement, etc.) co
not ap~ly to qualified ~ec~rans ~crt;age =cr.cs.

o

~ ~ecis~:a~ion :ecuirement: Any quali:iec
quali::ec ve~e~ans mc~~gage bene iss~ed a:~e=

~uSt =e issued in registerec :or~.

e o
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the averag.e aggregate mortgage vol ume in the
targeted areas within the issuer's jurisdiction
during the preceding 3 calendar yeacs.

A targeted area i$ an area that is either a
qualified census tract or an area of chronic
economic distress. A cualified census tract is ~

census tract in whic:ii"at least 70% of the families
have an income that .is 80% or less of the st~tewide

median family income. An area of chronic economic
distress is an area desionated bv a State and
approved by the Secretaries of Housing ana Grban
Development and Treasury in accorcance with four
criteria soecified in the statute. The reoulations
allow Stat~s, aft~r welghing all the ctite~ia, to
use discretion in making designations provided that
the total population in .areas of chronic economic
distress does not exceed 20 percent of the total
population in the State, exclusive of the population
in qualified census tracts.

l

Arbitrace: In addition to the arbitrage
requirements that apply to all tax-exempt bonds,
three principal arbitrage requirements must be
satisfied. First, the effective interest rate on
the mortgages financed by the proceeds of a
qualified mortgage bond may not exceed 1 percentage l'
point over the yield on the issue. The regulations
set forth a series of rules for computing the
effective interest rate on the mortgages.

The second arbitrage restriction is that the
amount invested in nonmortgage investments, such as
a reserve fund, at a vield hicher than the yield on
the bonds mav not exc~ed at a~y time during· any bond
year 150 per~ent of the debt service' fo~ such 60nd
year. Furthermoie, such amount must be ?rornp~ly and
app r opr Le t e Lyvr educed 'as mortgages. are -repaid and
actual monthly mortgage payments are reduced.
Proceeds invested for certain temporary periods are
exceoted from the 150 oercent rule.

- -
The third ~rbitrage requirement is that all

arbitrace earnec on nonmortoace invest~ents be oaic
or credited to mortgagors. -Ai:ernatively, an i~suer
may elect to pay the arbitrage earned on ncnmortgage
invest~ents to the United States. A lirni~ed amount
of arbitrage may be retained by the issuer, however,
if the effec~ive interest rate on ~or:caces fi~=~cec

bv the issue is less than 1 cercent3ce·ooint above
the yield on the bonds. ." --

Other recuirements: As a general rule, the proceeds
of quall£led mor~gage bones may not ~e used to
acquire or replace existing mort;ages. !~ addition,

l


