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HOUSING AND COMMUNITY SERVICES DEPARTMENT

STATE OF OREGON

CREDIT ENHANCED CONDUIT PROGRAM

Introduction

In January 2000, the Oregon Housing and Community Services Department (OHCS) established the Pass Through Revenue Bond Financing (Conduit) Program.  The Conduit Program was established to provide funds to finance the construction, rehabilitation and acquisition of multi-unit housing in the State of Oregon for persons and families of lower income; while providing sufficient safeguards to protect the financial interest of the State.  The Conduit Program’s objectives are to provide for additional flexibility in the financial structure needed for conduit financing and to maintain an efficient process for simplifying Application evaluation, bond allocation approval and project monitoring.

Conduit Applications that include a request for Low Income Housing Tax Credits and for tax-exempt bond allocation and are credit enhanced by Fannie Mae, HUD, Freddie Mac, and/or other acceptable bond insurance will receive an evaluation that relies primarily on the credit enhancer’s underwriting criteria and terms.

The Program is governed by OHCS’s Oregon Revised Statutes Chapter 456.515 – 456.725 and Division 35 of the State’s Oregon Administrative Rules.  OHCS uses their annual bond allocation authority to sell bonds to finance affordable housing for lower income Oregonians.  The funds are governed by the Internal Revenue Code of 1986, as amended.

OHCS Staff

OHCS staff are available to assist the borrower through both the Low Income Housing Tax Credit (LIHTC) and Conduit Application process.  Initial contact with OHCS may be directed to the local Regional Advisors to the Director (RAD) who can assist the borrower in completing both applications.  The Housing Finance Section is responsible for coordinating and evaluating the LIHTC and Conduit Application (bond allocation request).  The Term Sheet is reviewed by the Housing Finance Section Manager and if the application meets general program guidelines, the application is assigned to a Loan Officer.  The Loan Officer will evaluate the proposed bond allocation request for Federal Tax Code, state bond financing and LIHTC requirements. The borrower communicates directly with the assigned Loan Officer until the permanent financing is closed.

Approval Process

· Contact RAD to discuss proposed project, financing structure and available volume cap.

· Submit a preliminary Term Sheet and LIHTC Application to the Housing Finance Section Manager, with a copy to the RAD.

· Development team attends meeting with assigned Loan Officer and other OHCS staff.

· Refer to the Credit Enhanced Conduit Application (Term Sheet) for the minimum required documentation.

· Loan Officer review, presentation and recommendation to State Housing Council for approval.
Eligible Borrowers

· For Profit Entities

· Non-profit Entities

· Governmental Entities

· All borrowers must have a complete development team that is experienced in developing and owning similar types of properties as the proposal.  The team must have the capacity to develop, own, maintain and manage the proposed project. In addition, the team must have adequate financial strength and creditworthiness to support the proposal. 

· This process assumes that the Credit Enhanced Conduit Application includes a request for LIHTC’s and OHCS bond allocation, and is credit enhanced by Fannie Mae, HUD, Freddie Mac, and/or other acceptable bond insurance.  Evaluation of the applications will rely primarily on the credit enhancer’s underwriting criteria and terms.  Both the credit enhancer and equity investor must have issued a firm commitment to the borrower prior to the Loan Officer moving the application through the approval process.  (Letters of intent or interest are not adequate for this requirement.)

· Conduit applications not requesting LIHTC shall be evaluated on a case-by-case basis.

Eligible Projects

· New Construction.

· Acquisition or acquisition/rehabilitation.

· Multi-family rental housing projects with a minimum of two units.

· Single or multiple non-contiguous sites, if within a distance allowing efficient and effective management.

The mortgage must be on real estate that is:

· Held in fee simple, or, under a renewable long-term lease acceptable to OHCS.

· Supported by Market demand.

· Financially feasible.

· Meets all land use and zoning requirements (including conditional use granted).

· Located in the State of Oregon.

· In conformance with all Federal, State and local laws as well as Program requirements.

Conduit Terms

To be eligible for a bond allocation, the borrower must continuously comply with all terms and conditions in the Issuer’s Commitment Letter and legal documents.

The permanent financing term is generally for 30 years.  The combined construction and permanent financing term will not, at any time, exceed 42 years.

· The financing may allow prepayment, but affordability commitments and compliance monitoring will continue for the affordability period.

· Financing may be assumable to qualified borrowers at OHCS’s discretion.

· Bond denominations must be a minimum of $100,000.

· Developments financed with tax-exempt bonds (Section 142(d) of the IRS Code) the borrower must choose either:

· 20% @ 50% of area median income; or
· 40% @ 60% of area median income.

Fees

· The non-refundable Conduit Application Fee of $1,500 is due with submission of preliminary Term Sheet.

· The Conduit Commitment Fee (1% of the requested bond allocation amount less $1,500 Application Fee) is due at the time of State Housing Council approval of volume cap.  The borrower agrees to pay the Fee at the time of signing the Letter of Intent and shall pay the Fee obligation upon issuance of bonds.

· All costs of bond issuance are an obligation of the borrower and are due and payable at bond closing.  Bond counsel may require a deposit in advance for document preparation prior to  OHCS’s formal commitment of volume cap.

· LIHTC Application Fee is $25.00 plus $5.00 per unit to be submitted with the preliminary application.

· The Compliance Monitoring Fee is $75.00 per unit annually (includes both LIHTC and Conduit monitoring).

Compliance Monitoring

The project will be monitored annually for compliance of income restrictions and physical condition.  The annual cost for compliance monitoring reflects actual OHCS costs.

Eligible Use of Bond Proceeds

Borrowers are strongly encouraged to consult with tax counsel for guidance on eligible and ineligible uses of bond proceeds.  If tax-exempt bonds are used, Federal Tax Code states that bond proceeds may not be used for portions of facilities within a project which are not directly related to the housing and are to be used to finance capital expenditure items.

Evaluation of Bond Allocation Request

OHCS will evaluate the bond allocation request based on the credit enhancer’s underwriting requirements, readiness to proceed, and reserve requirements.  The criteria may vary depending upon the requirements of the LIHTC, credit enhancer, bond placement agent, and/or investors.

Bond Interest Rate

The actual interest rate will be determined once the bonds are sold.  For evaluation purposes, OHCS may rely upon current market trends to establish an estimated bond interest rate.

Transfer of Ownership

Any borrower who receives a bond allocation (commitment) shall not transfer ownership, partially transfer, lease, or otherwise encumber the property without prior written notice and subsequent approval from OHCS. A transfer fee may be charged.

Guarantor(s)

Bond proceeds used during construction will be enhanced to the same level as the permanent financing.

Resident Eligibility and Occupancy

Eligible Residents must:

· Be a resident of Oregon.

· A maximum of one-third of the units in the project may be rented to households with an income level exceeding 120% of median family income.

· Where tenants already reside in the project, OHCS may allow up to a one-year grace period for implementation of the income restrictions beyond the minimum IRS set-aside election.  LIHTC compliance is more restrictive.

· The borrower must conduct timely annual income certification to assure compliance with income restrictions.

Servicing of the Loan

The servicing of the financing shall be performed by servicer(s) that are approved by OHCS.

Other Requirements

· The LIHTC Application is submitted and approved simultaneously with the Conduit Application.

· Letters of commitment from all other funding sources.

· OHCS is to be named as one of the insured beneficiaries if there are other OHCS funding sources that have a repayment obligation secured by a Note against the property.

· Other reports as appropriate to the project.

Technical Assistance

OHCS offers the only one-stop shopping opportunity for affordable housing finance programs. OHCS staff guide the Borrower through a dynamic underwriting and approval process where there is an opportunity to work through important issues that may arise. For technical assistance on completing this Application, contact the Regional Advisor to the Director (RAD) who represents the county where the project is located or contact the assigned Loan Officer.

Credit Enhanced Conduit 

Application 

Note: The forms are available electronically. To receive an electronic version, please visit the Department’s web site on the Conduit Loan page or contact the Housing Finance Section to request the forms.

Visit the web site at: www.oregon.gov/OHCS/HFS_Program_Overview.shtml
HOUSING AND COMMUNITY SERVICES DEPARTMENT

STATE OF OREGON

CREDIT ENHANCED CONDUIT

APPLICATION (TERM SHEET) INSTRUCTIONS
Borrowers are to submit a preliminary Term Sheet to the RAD to assist OHCS in anticipating future volume cap use and to adopt a bond intent resolution.  If the preliminary Term Sheet meets general Program guidelines, a Loan Officer will be assigned and will contact the borrower with an invitation to proceed.

As the borrower completes each requirement, they should submit the information to the assigned Loan Officer.  Once a borrower is ready to proceed with the approval process, a fully completed Term Sheet, including all attachments noted on the Conduit Application Checklist, should be submitted to the assigned Loan Officer
In order for the Application to be considered “complete,” all information noted on the LIHTC/Conduit Application Checklist must be received, reviewed, and accepted as complete by the Loan Officer, prior to the request proceeding through the evaluation and approval process.

In recognition of this important and scarce resource, applicants are required to provide full explanations of the need for the project, the special benefits of the project, and to demonstrate the feasibility of the project.

Submit one (1) preliminary Term Sheet, any available attachments noted on the Conduit Application Checklist, the Application Transmittal Form and the Application Fee ($1,500). Submit the information to the Housing Finance Section Manager with a copy to the Regional Advisor to the Director (RAD).  (See inside front cover for list for the RAD in your area.).  Incomplete applications, including omitted fees, will not be accepted.



John Wahrgren, Manager




Housing Finance Section




Oregon Housing and Community Services Department




725 Summer Street NE Suite B




PO Box 14508




Salem OR  97309-0409

Note:  The Finance Committee and State Housing Council approves LIHTC and bond allocations based upon the information submitted in the application.  After approval, no changes may be made in the financial structure, services offered to the residents, the borrowing entity, or architectural design without prior written approval by OHCS.

HOUSING AND COMMUNITY SERVICES DEPARTMENT

STATE OF OREGON

CREDIT ENHANCED CONDUIT

REQUIRED DOCUMENTATION OVERVIEW

Information Needed Prior to Loan Committee Review: 

In order for the Conduit Application to be considered “complete,” all information noted on the Complete Application Checklist must be received, reviewed, and accepted as complete by the assigned Loan Officer, prior to the bond allocation request proceeding through the review and approval process.  Based on the unique nature of each proposed project, the Loan Officer may request further information regarding the proposal.

Conduit Transmittal Form & Application Fee:  

Submit the completed Conduit Transmittal Form, along with a check payable to Oregon Housing and Community Services in the amount of $1,500.

Term Sheet:  

Submit the completed Term Sheet with the noted attachments (proforma pages).  As changes occur, please forward updated information on the appropriate forms.
Equity Investor’s Firm Commitment:  

Submit a copy of the firm commitment letter from the equity investor that includes the terms and conditions of their commitment.  Letters of interest are unacceptable.
Credit Enhancer’s Firm Commitment: 

Submit a copy of the firm commitment letter from the credit enhancer that includes the terms and conditions of their commitment.  Letters of interest are unacceptable.
Other Firm Commitment Letters: 

Submit copies of all other funding sources firm commitment letters that will be part of the financing of the development.  The letters should include the terms and conditions of the lender’s commitment.  Letters of interest are unacceptable.
Loan Enhancer’s Cost and Construction Review: 

Submit a copy of the loan enhancer’s “Cost and Construction Review,” including any recommendations.

General Contractor’s Construction Cost Estimate:
Submit a copy of the General Contractor’s final cost estimate to construct or rehabilitate the proposed project.

Land Use/Zoning Approval: 

Submit a copy of a letter from the local jurisdiction confirming that the proposal site conforms to all land use and zoning requirements and that all conditional use requirements have been met.

Written OHCS Architect Approval:
As part of the LIHTC Application, the proposed project must submit plans that meet or exceed OHCS’s minimum Architectural Requirements.  (See LIHTC Application for minimum requirements.)  A copy of the written OHCS Architectural Approval letter is required by the Conduit Application.
HOUSING AND COMMUNITY SERVICES DEPARTMENT

STATE OF OREGON

CREDIT ENHANCED CONDUIT

APPLICATION CHECKLIST
When the Borrower submits the Application, the checklist may be used as an attachment to the cover memo from the Borrower to the Housing Finance Section Manager to indicate the information that is included in the Application submittal packet.

REQUIRED DOCUMENTATION


 FORMCHECKBOX 
   Application Transmittal Form (with Application Fee attached)


 FORMCHECKBOX 
   Completed Term Sheet with Attachments


 FORMCHECKBOX 
   Equity Investor’s Firm Commitment Letter 

 FORMCHECKBOX 
   Credit Enhancer’s Firm Commitment Letter

 FORMCHECKBOX 
   Firm Commitment Letters from all other funding sources 


 FORMCHECKBOX 
   Loan Enhancer’s Cost and Construction Review


 FORMCHECKBOX 
   General Contractor’s Construction Cost Estimate


 FORMCHECKBOX 
   Land Use/Zoning Approval


 FORMCHECKBOX 
   Written OHCS Architect Approval


 FORMCHECKBOX 
   Acceptable LIHTC Application

HOUSING AND COMMUNITY SERVICES DEPARTMENT

STATE OF OREGON

APPLICATION TRANSMITTAL FORM

Check which program applies:


 FORMCHECKBOX 
   Risk Sharing  (207)


 FORMCHECKBOX 
   Elderly/Disabled (208)


 FORMCHECKBOX 
   Conduit (260)



 FORMCHECKBOX 
   Predevelopment Loan (238)


 FORMCHECKBOX 
   Seed Money Advance (219)

 FORMCHECKBOX 
   Habitat for Humanity (249)


 FORMCHECKBOX 
   Oregon Rural Rehabilitation (239)
 FORMCHECKBOX 
   Manufactured Dwelling Park Purchase (286)


 FORMCHECKBOX 
   General Guarantee (210)






Submit the original application, this Application Transmittal Form, and the appropriate Application Fee to:

Oregon Housing and Community Services

Attn: John L. Wahrgren, Jr., Manager




Housing Finance Section




725 Summer St., NE, Suite B




PO Box 14508




Salem OR  97309-0409

Regarding:

Project Name:


Project Address:


Primary Contact Name:


Phone:


Fax:


e-mail:


MAKE CHECKS PAYABLE TO: OREGON HOUSING AND COMMUNITY SERVICES

Amount of Application Fee Enclosed:
$

ATTACH CHECK HERE.

HOUSING AND COMMUNITY SERVICES DEPARTMENT
STATE OF OREGON
CREDIT ENHANCED CONDUIT

TERM SHEET

Project Information:

Project Name:


Project Address:


# of Units:


# of Buildings:


Target Population:

# of Years Affordable:


Type of Site Control:


Deed




Land sale contract




Earnest money agreement
Expiration Date:



Option
Expiration Date:



Other:

Expiration Date:


Project Type: (X)


New construction

Multi-Family Rental Housing

Elderly / Disabled    (circle one)


Acquisition

Vacant / Occupied (circle one)

Independent Living


Rehabilitation

Homeless Shelter

Congregate Care


Year Built

Transitional Housing

Assisted Living Facility

Other project type:


Proposed Amount of Bonds:

Tax-Exempt Private Activity:
$
Taxable Bonds:
$

Tax-Exempt 501(c)(3)
$



     Proposed Minimum Denomination for Bond Sale
$

Proposed Bond Uses:


Permanent Financing:
$


Construction Loan
$

Proposed Mortgage and Bond Structure:


Fixed rate fully amortizing
Term

Months



Fixed rate w/balloon payment
Term

Months



Variable rate fully amortizing
Term

Months



    Convertible to Fixed? (circle one)
  Yes

  No



Variable rate w/balloon payment
Term

Months



    Convertible to Fixed? (circle one)
  Yes

  No



Other: 
Term

Months


Proposed Proforma:

Please attach a copy of the proposed Operating Budget, Sources of Funding, and Uses of Financing.

CONTINUED ON NEXT PAGE

Owner/Borrower:

Name:


Entity Type:


Mailing Address:


City/State/Zip


Borrower’s Tax ID #:





Primary Contact Name:


Phone:


Fax:


e-mail:


Equity Investor:

Name:


Mailing Address:


City/State/Zip


Investor’s Tax ID #:





Primary Contact Name:


Phone:


Fax:


e-mail:


Bond Underwriter/Placement Agent:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Credit Enhancer  -  Construction:

Lender Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Credit Enhancer  -  Permanent Financing:

Lender Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


CONTINUED ON NEXT PAGE

Trustee:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Bond Counsel – The Department currently has three approved firms.  Please check which Bond Counsel you would prefer the Department select.  Contact the Counsel to notify them of their preliminary selection.  

 FORMCHECKBOX 

Orrick, Herrington & Sutcliffe, LLP
 FORMCHECKBOX 

Stoel Rives LLP
 FORMCHECKBOX 

Miller Nash LLP


Attn: Doug Goe

Attn: Ed Einowski

Attn: Tim Nash


224 NW 13th Ave.

Suite 300

Portland OR  97209-2953

900 SW 5th Avenue

Suite 2600

Portland OR  97204-1268

111 SW 5th Avenue

3500 Bancorp Tower

Portland OR  97204-3699


(503) 937-7320

(503) 294-9235

(503) 224-5858

Owner/Borrower’s Counsel:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Underwriter’s Counsel:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Credit Enhancer’s Counsel:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


CONTINUED ON NEXT PAGE

Bond Rating Agency:

Rating Service:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Expecting Rate:
%

Loan Servicer:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Tax Counsel:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Other Legal Advisors:

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


Others Involved in Transaction (if not listed above):

Name:


Mailing Address:


City/State/Zip





Primary Contact Name:


Phone:


Fax:


e-mail:


LIHTC APPLICATION CHECKLIST

LIHTC APPLICATION CHECKLIST
Please forward the following documents, along with the Conduit Application.  The following LIHTC Checklist indicates the standard forms and documentation for OHCS to evaluate the Application.  Based on the unique nature of each proposed project, further information regarding the proposal may be requested.  All LIHTC forms can be located on the OHCS web site www.oregon.gov/OHCS/HRS_LIHTC_Program.shtml.


LIHTC Transmittal Form


LIHTC Application Checklist


Data Summary


Non-Profit Information


Authorization and Acceptance Form


Project Description


Project Schedule


Relocation Information (if applicable)


Existing Tenant Survey (if applicable)


Environmental Review Checklist


Attach Site Control Documents


Attach zoning letter or conditional use approval


Commitment Letters from all Funding Sources


Resident Services Commitment Letters


Letters of Support or Resolutions of Support


Fee Waiver documentation


Rehabilitation Assessment (for rehabilitation projects only)


Market Assessment


Resident Services Description


Financial Description Questions


Financial Resources (Excel spreadsheet in 4% App)


Community Resources (Excel spreadsheet in 4% App)


Sources of Funding (Excel spreadsheet in 4% App)


Uses of Financing (Excel spreadsheet in 4% App)


Income Statement (Excel spreadsheet in 4% App)


Operating Expenses Statement (Excel spreadsheet in 4% App)


Utility Allowance Information (Excel spreadsheet in 4% App)


Copy of Housing Authority Utility Allowances


Replacement Reserve Worksheet (Excel spreadsheet in 4% App)


Proforma Summary (Excel spreadsheet in 4% App)


Architectural Submissions


Elections and Rental Assistance Information


Tax Credit Sale Information


Calculation of Tax Credits


Rehabilitation of an Existing Building


Project Cost Breakdown
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