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State of Oregon

Housing and Community Services Department

Multifamily Housing Lending Staff

Multifamily Loan Programs
Manager:
David Summers 
(503) 986-2073


Senior Loan Officer:
Shelly Cullin
(503) 986-2118

CFC Manager:
Roz Barnes
(503) 986-2049

Fax Machine
(503) 986-2125

Architectural Section Staff


Architect:

Frank Silkey
(503) 986-2043



Fax Machine
(503) 986-2125
Regional Advisors to the Department

www.ohcs.oregon.gov/OHCS/DO-RegionalAdvisors.shtml 

	Northwest and Metro Regions 

Vince Chiotti

Vince.Chiotti@hcs.state.or.us
1600 SW 4th Avenue, Suite 109

Portland, OR 97201

(503) 725-2184

Counties: Clackamas, Clatsop, Columbia, Multnomah, Tillamook and Washington
	Central Region

Deborah Price

Deborah.Price@hcs.state.or.us


PO Box 1888
Bend, OR 97709  

(541) 306-3677
Counties: Crook, Deschutes, Hood River, Jefferson, Klamath, Lake, Sherman and Wasco
	Mid-Willamette Valley Region

Karen Clearwater

Karen.Clearwater@hcs.state.or.us 

720 E 13th Avenue, Suite 304

Eugene, OR 97401-3753

(541) 346-8618

Counties: Benton, Lane, Lincoln, Linn, Marion, Polk and Yamhill

	
	
	

	Southwest Region

Karen Chase

Karen.Chase@hcs.state.or.us 

SW Oregon Regional Solutions Center

673 Market Street

Medford, OR 97504
(541) 842-2526

Counties: Coos, Curry, Douglas, Jackson and Josephine

	East Region

Bruce Buchanan

Bruce.Buchanan@hcs.state.or.us
Regional Solutions Center

233 Badgley Hall

Eastern Oregon University 

La Grande, OR 97850

(541) 980-6300
Counties: Baker, Gilliam, Grant, Harney, Malheur, Morrow, Umatilla, Union, Wallowa and Wheeler
	


HOUSING AND COMMUNITY SERVICES DEPARTMENT

STATE OF OREGON

PREDEVELOPMENT LOAN PROGRAMS

Introduction

This combined loan application has been designed for use by borrowers applying for loans using the Predevelopment Loan, Seed Money Advance Loan, Market Study Loan, Capital Needs Assessment Loan (CNA), or Habitat Predevelopment Loan programs.  OHCS staff are available to assist the borrower through the loan process.  Initial contact with OHCS may be directed to the local Regional Advisor to the Department (RAD) who can assist the borrower in completing the application.

Technical Assistance

OHCS offers a one-stop shopping opportunity for affordable housing finance programs. OHCS staff guide the borrower through a interactive loan review process where there is an opportunity to discuss issues that may arise. For technical assistance on completing this Application, contact the Regional Advisor to the Department (RAD) who represents the county where the project is located or contact the assigned Loan Officer.

Program Descriptions

The Oregon Housing and Community Services Department (the “Department”) predevelopment loan programs are intended to facilitate the development of high quality, affordable housing by providing below market financing and flexible terms for site acquisition and typical predevelopment expenses. The programs have been made possible through a variety of funding sources. The Department will underwrite, originate, and service the loans directly.

Predevelopment Loan Program: 

The Predevelopment Loan Program is a partnership between the Department and financial partners. This is a revolving loan fund and the most widely used program for predevelopment activities associated with the development for affordable housing projects.

Seed Money Advance Loan Program: 

The Seed Money Advance Loan Program (“SMAL”) is a revolving loan fund administered by the Department to stimulate the production of housing for low-income persons and families.  The Program is funded with a maximum of $160,000 in the account to loan in $40,000 increments.
Market Study Program:
The Market Study Program is an off-shoot loan program of the SMAL account. It is a revolving loan fund account administered by the Department for market studies required by the Low Income Housing Tax Credit Program.  The Program is funded with a maximum of $90,000 in the account to loan in $7,500 increments.

Capital Needs Assessment Program:

The CNA Program is a General Housing Account Program (GHAP) account revolving loan fund administered by the Department.  Projects that have been previously funded with OHCS resources and exhibit life safety issues or Preservation project with expiring federal contracts that will be applying for OHCS resources within 15 months are eligible.  Applications will be accepted on a first-come, first reviewed basis.  The program is funded with $300,000 and the maximum individual loan shall be $25,000.

Habitat Predevelopment Loan Program: 

Habitat for Humanity organizations throughout the State access these funds for predevelopment 
activities. 

Funds Availability

The predevelopment loan programs are all revolving loan funds with limited funds in the accounts. The availability of funds is dependent upon the number of outstanding loans at the time of application. Due to the limited amount of funds, borrower applications are reviewed on a first-come, first-served basis. To find out about funding availability, contact the appropriate Regional Advisor to the Department (RAD) or Loan Officer.
Loan Terms

Loans must be repaid either with the first construction draw, another funding source, or within the specified term of the loan; whichever occurs first. Early loan repayment is encouraged. Interest  accrues beginning the day the Department wires funds to escrow. The maturity date of the loan is based on the wire date. Any loan amount unpaid after the loan maturity date shall be subject to a monthly late fee based on the unpaid balance, increased interest rate, and potential foreclosure on the security. 
Predevelopment Loan Program: The minimum loan is $40,000; maximum loan is $1,500,000. Loans between $40,000 and $500,000, may have a term of up to two (2) years. Loans above $500,000 may have a term of up to six (6) months. 
Seed Money Advance Loan Program: The maximum loan is $40,000. The maximum loan term is two (2) years. The loan shall be payable within two (2) years from the date the funds are disbursed by the Department.
Market Study Program: The maximum loan is $7,500 or the market analyst’s invoice; which ever is less.  The maximum loan term is two (2) years.  A sponsor or any related parties may have only two outstanding loans at anytime.
Capital Needs Assessment Program: The maximum loan is $25,000 or CNA providers invoice whichever is less.  The maximum loan term is thirty (30) months.  Repayment must occur within 30 months, with the first release of OHCS resources, or construction closing; whichever occurs first.  A sponsor or any related party may have only two outstanding loans at anytime. 

Habitat Predevelopment Loan Program: The maximum loan is $40,000. The maximum loan term is two (2) years. The loan shall be payable within two (2) years from the date of the initial loan. 

Loan Interest

Predevelopment Loan Program: The interest rate that will be offered for the term of the loan is adjusted on a regular basis by the Department. Contact the Department for the current fixed interest rate.

Seed Money Advance Loan Program: Qualified non-profit or governmental entities pay no interest on SMAL funds. Qualified for-profit housing sponsors pay an interest rate that will be 50% of the set prime-lending rate established by New York commercial banks at the time of disbursement.

Market Study Loan Program: Qualified non-profit or governmental entities pay no interest on market study funds. Qualified for-profit housing sponsors pay an interest rate that will be 50% of the set prime-lending rate established by New York commercial banks at the time of disbursement.

Capital Needs Assessment Program : Qualified non-profit or governmental entities and Qualified for-profit housing sponsors pay the greater of 5% or U.S. Treasury long-term obligation.
Habitat Predevelopment Loan: Qualified Habitat for Humanity entities pay no interest on Habitat Predevelopment Loan funds.

Application and Loan Charges

A non-refundable Application Charge is due when the Borrower submits the Application. A Loan Charge is due upon the Borrower’s written acceptance of the terms of the Commitment Letter, and payable at the time of the loan closing or 90 days after acceptance of the Commitment Letter (whichever is sooner).

Predevelopment Loan Program:


$250.00 Application Charge
1% Loan Charge

Seed Money Advance Loan Program:


$100.00 Application Charge
2% Loan Charge

Market Study Program:  



$200.00 Application Charge
No Loan Charge

Capital Needs Assessment Program


$250.00 Application Charge
1.5% loan Charge

Habitat Predevelopment Loan Program:

$100.00 Application Charge 
2% Loan Charge

Eligible Borrowers

Eligible Borrowers consist of non-profit, for-profit or governmental entities that are developers of affordable housing. Borrower capacity is a funding consideration. Borrower experience as well as public purpose goals are evaluated. The Department may request that the Borrower obtain a written opinion from competent legal counsel that the Borrower is duly constituted, authorized to execute the loan documents, authorized to own and operate the proposed project, and that the Borrower has an authorized representative to sign the loan documents. Note: For Habitat Predevelopment Loan Program, the borrower must be a Habitat for Humanity organization. 
Loans shall not be transferred to another party or assumed by another party unless approved in writing by the Department at least 30 days prior to any change.  The Loans shall be recourse to the borrower/sponsor at the Departments discretion.
Eligible Projects

· New construction or acquisition/rehabilitation

· Multiple homeownership (subdivisions) with a minimum of five (5) or more lots.
· Multi-family rental housing with a minimum of five (5) units
Eligible Predevelopment Costs

Eligible predevelopment costs include, but are not limited to, architectural design, legal fees, land surveys, soils or environmental reports, appraisals, market studies, consultant fees, land acquisition costs, federal/state application fees, and other recoverable development costs approved by the Department. In general, developer fees are not eligible predevelopment costs to be paid with predevelopment loan funds. Specific billable costs, such as application preparation costs, may be paid with predevelopment loan funds.

The only Tax Credit projects eligible cost under the Market Study Program is for the market analysis required by the Consolidated Funding Cycle application for Low Income Housing.  The only project eligible cost under the CNA program is for the Capital Needs Assessment.  Additional CNA Provider Certification requirements are at: http://www.ohcs.oregon.gov/OHCS/HFS_Predev_Loan_App.shtml under Related Resources.
Loan Closing/Disbursement

OHCS will close the loan at an escrow company of the Borrower’s choosing, subject to Department approval. If the security for the loan is real property, an ALTA Standard Title Insurance Policy will be required. The Borrower is responsible for all costs of closing, including but not limited to, legal costs, irregular interest charges, loan fees, tax service fees, title insurance, hazard and liability insurance, recording fees, etc. The Department will wire the loan funds to the escrow company. The escrow company will disburse loan funds to the Borrower when all Department conditions and escrow instructions have been met.

Disbursement of the Market Study Program loan funds and CNA Program loan funds will be directly to the borrower after the Department has received a copy of the Market Analysts or CNA invoice and the Borrower has returned the executed loan documents.
Program Requirements

Affordability Requirement:  Projects must meet the Department’s statutory affordability requirements by making an election of either 20% of the units rented to residents at 50% of area median income OR 40% of the units rented to residents at 60% of area median income. A maximum of one-third of the units may be rented to households with an income level exceeding 120% of area median income.

Homeownership Projects:  For homeownership projects (subdivision development), the household eligibility must meet the Department’s statutory requirements under the Single-Family Mortgage Program.

Environmental Requirement:  An Environmental Review Checklist must be completed by the Borrower and signed by the RAD. Based upon submitted site information the Department may require a Level I Environmental Assessment and/or Soils Report on the site.

Verification of Insurance:  Provide proof of insurance by a company or companies acceptable to the Department. At a minimum, liability coverage equal to the loan amount and including all-risk property insurance and comprehensive general liability insurance. The Department may require additional insurance coverage (such as flood insurance). An insurance binder with the borrowing entity as the insured, the Department as the loss payee and current coverage dates must be provided to close the loan. At the Department’s sole discretion, proof of current insurance coverage may be required at any time during the term of the loan. 
Monthly Progress Reports: The Borrower is responsible to complete and submit Monthly Progress Reports to the Loan Closer with a copy to the RAD by the 10th of each month during the term of the loan. Timely reporting is a condition of the loan. The Report should include an itemized account of the use of the funds and include copies of paid invoices, receipts, etc., as appropriate.  Failure to report helps the Department identify Borrower’s which are less likely to be a good risk for future funding from sources administered by the Department.
Verification of Market: Forward a copy of any preliminary market studies or analysis completed for the proposed project. If no studies have been completed, indicate how the market need for the proposal was assessed.
Title Report: Forward a copy of a preliminary title report that is less than 30 days old, including copies of all the special exceptions for the property on which the proposed project will be built. If other property will be used as collateral, a title report will be required for that property as well. The Department requires a standard lender’s ALTA title policy in the amount equal to or greater than the loan amount. (May not be required for the Market Study Loan)
Zoning Verification: Indicate the current zoning for the proposed site. Include a copy of the zoning approval letter from the local jurisdiction indicating if the proposal is an allowable use within that zone or if a zoning change is necessary.
Site Control: Provide proof of site control, such as an Earnest Money Agreement, Purchase and Sale Agreement or copy of Warranty Deed.
Collateral and Security

Collateral value of at least 100%, as determined by OHCS, is required to secure the loans. Loans are generally recourse to the property and to the Borrower. Security for the loan must be clearly identified in the Application. The Department secures the loan with a Promissory Note, security instrument (trust deed or other security document), Loan Agreement and other documents as required. Under certain circumstances the Department may determine the need for a guarantee based on loan amount, loan to value (LTV), and risk to the Department. The Borrower shall not permit all or any part of the security property to be removed, demolished, or materially altered during the term of the loan without the Department’s prior written consent.

No collateral or security will be required for the Market Study Program or Capital Needs Assessment Program.  The borrower will be required to execute a Promissory Note and Repayment Agreement prior to disbursement of funds.  
Sample Loan Documents

The Department has standard loan documents that are not open to modification. Copies of sample loan documents will be forwarded to the Borrower during the underwriting process or upon request and should be reviewed by the Borrower to acquaint themselves with the program obligations. Should conflicts with other funding sources arise, modifications to the loan documents and any legal costs incurred by the Department will be billed and paid by the Borrower prior to loan closing. Any requests for modifications to the standard loan documents should be discussed with the Loan Officer during underwriting.

Loan Extensions

Loan extensions are highly discouraged in order to maintain an adequate revolving loan fund which can be made available for new applications on an ongoing basis. If the loan term is extended, additional conditions may be placed on loan. The Department’s policy is to fund projects which are most ready to proceed with construction and project development timelines to eliminate the need for extensions. Financial feasibility of the project and finance strength of the borrower will be analyzed as criteria to help determine the project’s and borrower’s readiness to proceed. A loan extension requires Department approval prior to the expiration of the original loan term. A three (3) month extension may be granted at the Department’s sole discretion upon written request and payment of an Extension Charge. If an extension is approved by the Department, accrued interest is due upon approval of an extension to the loan.
Any extension requests must be submitted to the Department in writing at least 60 days prior to the maturity date.
Application Processing Overview

Once the Application and Application Charge are received by the Department, the Multifamily Housing Section Manager will review the Application for general compliance with program requirements and assign a Loan Officer to the proposed project. The Loan Officer will contact the Borrower to discuss the program requirements as they apply to the proposed project.

When all required documentation is received and accepted by the Loan Officer, the Loan Officer prepares a written report with recommendations, and presents the funding recommendations to the Department's Finance Committee. The Committee reviews the report and recommends approval/denial for the loan request. If approved by the Finance Committee, the Loan Officer will then present the loan request to the State Housing Council for review and action on the loan request (Nor required for a Market Study or CNA Loan). Borrowers are strongly encouraged to attend the State Housing Council meeting.

If the loan request is approved, a Commitment Letter is presented to the Borrower. The Borrower reviews and accepts the Department’s loan documents, signs the Commitment Letter and returns the letter. The Department’s Loan Closer processes the loan documents and disburses the funds through escrow.
Requests for the Market Study Program and CNA program will be reviewed by the Loan Officer, with a written recommendation to the Department’s Finance Committee (which meets once a week).  If approved, a commitment letter will be prepared for the borrower.  Once the market analyst’s or CNA invoice, commitment letter, and loan documents are executed and returned to the Department, the funds can be disbursed to the borrower.
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