Backyard Builders

Frequently Asked Questions
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Question Answer

Program Application and Selection

How many applicants will be selected to participate in the program?

There is $2,500,000 available for this program, and the City will
issue loans of up to $250,000 per borrower or the actual cost of the
ADU, whichever is less. There is potential that the City will be able to
issue more than ten loans if the first ten borrowers do not need the
full $250,000.

How long will it take to be notified that | am approved for the loan?

The City expects to notify the top ranked applicants and request
additional documentation before the end of December 2024. All
other applicants will be notified of their waitlist position by January
2025.

How do you verify my application was received?

Please email CD-ADULoan@longbeach.gov to confirm if your
application was received.




How do | modify my application after it has been submitted?

For example:

-1 want to revise my application to select a "Housing Voucher Holder" as the
ADU tenant, instead of a low-income tenant without a voucher

-l want to update my application if | have moved further along in the ADU
design/development process since applying

The system does not have the ability to change your application.
Please submit a new application and staff will review the most
recent submission.

If I have already started the ADU design/development process, where should
| send information to verify this (i.e. copies of permits, approved plans,
etc.)?

Please email documents to CD-ADULoan@longbeach.gov

How will borrowers be selected?

First priority will be given to applicants who selected a housing
voucher holder as their preferred tenant. From those, applicants
who have started the ADU design/development process will be
prioritized based on projected timeliness to complete the ADU.

Will any other factors be given priority?

Forexample -

- If the applicant doesn't need the full $250k?

- If I have already started my ADU process and | will not need the full $250k,
will that give any priority?

- If the project is in a particular zip code?

Eligibility

Other factors will not be used as a criterion for selection.

What type of ADU does this program allow?

For example, can a duplex add an ADU? Can | build more than one ADU if |
have enough space?

Properties will up to four units before the ADU is built are eligible for
this program. Funding from this program will only pay for ADU on a
property.

For requirements specific to your property, please call the Planning
Bureau at 562-570-6194

Do | have to live at the property the entire time of the loan?

The owner must live at the property for at least five years.




Is the debt-to-income ratio (DTI) calculated on your current expenses or
after the loan?

The debt-to-income ratio, or DTI, will be calculated using your
current debts and income, along with the projected loan payments
and rentalincome.

Is 48% the maximum or minimum DTl ratio?

Applicants must have a MAXIMUM 48% debt-to-income ratio. The
original Program Guidelines mistakenly said it was a minimum ratio.

Does the current mortgage on the property count towards the debt-to-
income requirements?

Yes

If the home is registered under a Trust, are we required to change the
ownership to the homeowners?

The homeowner(s) must be listed as a member of the Trust and be
the full time occupant of the home to be eligible for this program.

How will you ensure contractors/building companies are not chosen over
true homeowners without multiple properties?

The City will verify that the primary home is occupied by the owner.

Would there be an option to split the lot with this program and have two
separate houses? | am on a corner lot so it would be easier to split to two
lots.

ADU Tenant & Project Based Vouchers

The owner of the lot must be occupying the primary home, so the
ADU must be on the same lot as the primary home.

Is section 8 the same as a rental voucher?

Section 8 refers to different types of rental voucher program. The
Backyard Builders program requirement is to serve someone on the
Housing Authority of the City of Long Beach Project Based Voucher
list.

If | know someone who qualifies for a voucher, how long will it take for the
renter to receive a voucher?

The Backyard Builders program requirement is to serve someone on
the Project Based Voucher list. That list has more than 30,000
people on it.

Call the Housing Authority for more information: 562-570-6985

What if the voucher holder moves before the minimum affordability period
ends?

The borrower will be required to rent their unit to another person on
the Project Based Voucher waiting list until they meet the five-year
minimum requirement.

What if we advertise for renting out but no voucher holders are interested in
renting the property within the 90 day grace period?

This is unlikely given there are more than 30,000 people on the
waiting list. The Housing Authority of the City of Long Beach will
work with owners to find another qualified tenant.




Are we allowed to choose who can live in the ADU as long as they have a
voucher?

Yes, property owners may have their own selection critieria for the
unit as long as it meets all fair housing requirements and is not
different than selection criteria for other rental units the owner
operates.

Do we get to interview applicants for our property?

Yes

If we have an ADU already, can we apply for housing voucher for someone?

Yes. Please list your property on affordablehousing.com. Families
with a voucher use that site and will find your unit. If someone wants
to rent your unit with a voucher, then you will reach out to the
Housing Authority.

Is it possible to appeal the maximum rent that the Housing Authority
determines?

The Housing Authority would be happy to review rent approvals. As a
reminder, the payment standards are not rents and the rents within
a 0.5 radius of the property are also a determining factor on rent
approvals.

What happens if you get a problem tenant?

The Housing Authority will work with you and the tenant to mitigate
the problem and come up with the best solution.

After the 5-year minimum rental period, can | stop renting out the ADU or
convert it for personal use?

Contractors and Construction

Yes

| am a builder. Can | build the ADU on my property, which is my primary
residence, or do | have to use another contractor?

Yes, the owner can also be the builder if they have all required
licenses and insurance. Construction costs will be evaluated to
ensure they align with current rates.

What happens if your ADU build goes over the $250k?

The City's consultant will review construction cost estimates before
loan execution to ensure there are enough funds for the ADU. If the
ADU is anticipated to cost more than $250,000, the owner must
show evidence of funds and deposit them in the escrow account.
Personal funds must be used before the City loan funds.




We plan on adding onto our home and also an adding an ADU. Does the
whole $250k have to go toward the ADU only? If we don’t use all of it, can it The Program loan can only go toward building the ADU.
go toward the construction to the add on to our home?

No, the loan cannot be used to reimburse for any previous
expenses.

Yes. Construction agreements will be between the owner and
Willl be able to choose my own contractors? contractor. The City will verify that the contractor meets its
insurance and license requirements.

Can | use funds from the loan to reimburse me for previous expenses?

No. The owner will choose their own contractor. The City will verify
that the contractor meets its insurance and license requirements.

Does the ADU project manager have a set fee that will be paid from the loan | The project manager is paid by the city and will not come out of loan
amount? Oris the PM funded by the city? proceeds.

Do you have specific contractors dedicated to the program?

Compliance

The covenant will be recorded against the entire property, but the

. . . "
Does the affordability covenant apply to the entire property or just the ADU? affordability restrictions will only be relevant for the ADU.

A “cash out” refinancing of a senior loan secured by the Property,
If  want to refinance my primary mortgage during the loan term, how does where the principal proceeds of the new loan exceed the

this ADU loan affect that process? outstanding principal amount of the loan being paid off, will require
the Backyard Builders loan to be repaid.

Borrower may without premium or penalty, at any time and from
time to time, prepay all or any portion of the outstanding balance
due under this Note. Prepayments will be applied first to any unpaid
Can | pay off the loan early without penalties? costs and fees then due, then to accrued interest, and then to
principal. Any prepayment, voluntary or otherwise, made hereunder
shall not reduce the Term of the Covenant, meaning the five-year
affordability term will still be required.

How is the 0% interest loan structured? Is it a second mortgage on my Yes, it acts as a second mortgage since your property is the
property? collateral for the loan.
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