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RECOMMENDATION:

The California Department of Transportation (Department) recommends the California
Transportation Commission (Commission) provide conceptual approval of an alternative direct
sale process of single family residences to current qualified Department tenants on the rescinded
Hayward Bypass Freeway alignment on State Route (SR) 238. The alternative direct sale process
will apply to a limited number of sales and is pursuant to Government Code Section 14528.65.
The conceptual approval of the alternative direct sale process requires an exception to the
Commission’s Resolution G-98-22, amended October 28, 1998 (Resolution) to accommodate new
lending industry protocols.

ISSUES:

California Streets and Highways Code 118 and the Resolution permit direct sales of the

Department’s excess land at fair market value. Section 2.4 of the Resolution reads:
“THEREFORE BE IT FURTHER RESOLVED, that the Department of Transportation is
hereby authorized to offer to directly sell, at fair market value, any improved excess
property to a former owner who has remained in occupancy; or to a residential tenant of a
tenure of five years or more with all rent obligations current and paid in full...”

Fair market value is determined by a Department approved appraisal. The properties identified
for direct sale along the SR 238 corridor will be appraised by the City of Hayward and concurred
by the Department. For buyers who pursue external financing, lender guidelines and processing
time will affect the date of fair market value for the identified properties.

New lending industry protocols and regulations require that a lender secure their own property
appraisal for loan funding documentation. Lenders are to utilize a round robin approach from a list of
independent appraisers to assure an unbiased evaluation of the property sales price. The lender
evaluation process will not start until the prospective sale of the identified property is approved by the
Commission. This could lead to a time period of 60 to 180 days between property valuation dates.
During this period, market conditions could change. A downward movement in property value could
prevent an eligible tenant from moving forward in purchasing the property.
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An additional issue that could hinder or prevent the sale of the properties is new Federal National
Mortgage Association (Fannie Mae) guidelines. Under the new guidelines, if a 30-day interest lock
expires over three times, the lender will be required to withdraw the file from the queue and resubmit
the file 30 days after it was withdrawn. The lock extensions and the process of redrawing documents
due to additional time required to reapprove the transaction by the Commission could lead to
unexpected delays and expenses for the borrower.

BACKGROUND:

The Department acquired rights of way for the purpose of constructing a freeway or expressway bypass
to traversable SR 238 in the city of Hayward and the Unincorporated Area of Alameda County
(Corridor Properties). For a variety of reasons, the project was not constructed and the alignment has
been rescinded. The Department has identified 107 eligible single family residences for possible
purchase by current qualified Department tenants. The Bay Area Homebuyer Agency has contracted
with the City of Hayward to assist in the design and administration of the City’s First Time Homebuyer
and SR 238 Tenant Assistance Homebuyer Program. At this time it is anticipated five to 15 tenants
will use this process to acquire an identified property. Any single family residences not sold through
this process will be sold in conformance with the Department’s usual procedures and the Resolution.

SUMMARY::

The proposed alternative direct sale process is in the best interest of the Department because it
complies with Government Code Section 14528.65. Conceptual approval of the process requires an
exception to the Resolution, but will allow the timely approval of direct sale transactions and eliminate
potential repeated presentations to the Commission due to differences in the appraisal amounts caused
by the passage of time.
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