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Program Goals And Objectivestc \l1 "PROGRAM GOALS AND OBJECTIVES 
The Department recognizes that there is a substantial unmet housing need for low income individuals and families, and that this need is compounded by the lack of other significant services such as health care, child care, and drug and alcohol counseling. The goal of the Program is to encourage the lending community to make funds available to finance housing projects targeted to low and very low income households, with special consideration given to those projects which include a program of services for the residents of the proposed housing.
The Program is designed to assist for-profit and nonprofit housing sponsors in obtaining financing that will provide for the construction, development, acquisition or rehabilitation of housing for low and very low income households. More specifically, the Program seeks to:

· facilitate the creation and preservation for the longest use, safe, sanitary and decent housing for low and very low income households;

· to encourage the coupling of ancillary social services (e.g. child care, counseling, health care, etc.) with housing; and to

· increase the leverage available to low and very low income housing projects to help sponsors overcome equity requirement hurdles and help expedite the development of the project.

Program Requirementstc \l1 "PROGRAM REQUIREMENTS
The Program is used to guarantee, up to 25%,  loans made to finance the construction, development, acquisition or rehabilitation of housing for low income households, defined as individuals or households that receive more than 50% but less than 80% of the area median income as published annually by the U.S. Department of Housing and Urban Development ("HUD"). The Program does not require that the entire project be dedicated to low income households, although the amount of the Loan Guarantee may be based proportionally on the qualifying low income units.
Technical Assistancetc \l1 "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.

Eligible Propertytc \l1 "ELIGIBLE PROPERTY
To be eligible for a Loan Guarantee, the property must be located within the State of Oregon. The site and building must be free of hazardous or toxic materials and comply with all applicable state and federal requirements, including, but not limited to, Americans with Disabilities Act requirements, Uniform Federal Accessibility Standards, and Fair Housing guidelines.

Eligible Borrowertc \l1 "ELIGIBLE BORROWER
Eligible borrowing entities include individuals, partnerships, joint ventures, corporations, government entities, and any combination thereof. Additionally, both nonprofit and for profit borrowers are eligible for Loan Guarantees under the Program.
Eligible Lendertc \l1 "ELIGIBLE LENDER
Eligible lenders include state and federally regulated banks, credit unions, savings and loans, savings banks, finance companies, life insurance companies, pension funds, mortgage bankers, public or private lending consortiums, etc. Government entities who offer loan funds are also eligible as lenders.  

All lenders shall be subject to the approval of the Department, and the Department reserves the right to restrict the servicing of loans to lenders who have significant experience in the administration of income property multi-family housing loans. Servicers are expected to have an experienced staff in addition to adequate delinquent loan monitoring, record keeping and control systems.

Eligible Loanstc \l1 "ELIGIBLE LOANS
Permanent (term) loans are eligible for the Program. Construction loans are eligible if the construction loan has a take-out or permanent loan commitment. Loans can originate from any of the sources included under eligible lenders, and can include proceeds from bond sales, provided the property is adequately secured. All loans must be recourse and may not be amortized for more than 35 years. The following types of loans are eligible to receive a Loan Guarantee:

· Purchase or Acquisition
· Rehabilitation/Renovation
· Construction
Minority, Women and Emerging Small Business Enterprisestc \l1 "MINORITY, WOMEN AND EMERGING SMALL BUSINESS ENTERPRISES
OHCS encourages affirmative outreach practices when developing affordable housing projects. Demonstration of efforts to employ minority or women owned businesses will be considered as part of the underwriting process. The borrower should contact the Department of Consumer and Business Services, Office of Minority, Women and Emerging Small Business Enterprises, at 503-947-7976, for a listing of those businesses in the project area. Additionally, when advertising for bids, the borrower should include a statement that “minority and women owned businesses are encouraged to apply”. At the time of closing, the borrower will be required to complete the MBE/WBE Compliance Report demonstrating their efforts.

Affirmative Marketingtc \l1 "AFFIRMATIVE MARKETING
Affirmative marketing consists of actions to provide information and otherwise attract eligible persons to the available housing from all racial, ethnic, and gender groups in the housing market area. OHCS will annually assess a project’s affirmative marketing program to determine the success of affirmative marketing activities. Affirmative marketing activities, at a minimum, shall include:

· Insuring that advertised vacant units include the equal housing opportunity logo or statement.

· Soliciting applications for vacant units from persons in the housing market who are least likely to apply for the housing without the benefit of special outreach efforts.

· Maintaining file records containing all marketing efforts (e.g., newspaper advertisements, file memorandums documenting phone inquiries, copies of inquiry letters and related responses, etc.) These records shall be made available to Department staff for inspection during normal working hours.

Quality Development Objectivestc \l1 "QUALITY DEVELOPMENT OBJECTIVES
The Quality Development Objectives are guidelines borrowers should review and are encouraged to follow as they develop projects. There are six objectives:

· Objective 1: Promote compact development within urban growth boundaries to minimize the costs of providing public services and infrastructure and to protect resource land outside urban growth boundaries.

· Objective 2: Give priority to a quality mix of development that addresses the economic and community goals of a community and region.

· Objective 3: Encourage mixed use, energy-efficient development designed to encourage walking, biking and transit use (where transit is available).

· Objective 4: Support development that is compatible with a community’s ability to provide adequate public facilities and services.

· Objective 5: Facilitate development that is compatible with community and regional environmental concerns and available natural resources.

· Objective 6: Support development that provides for a balance of jobs and affordable housing within a community to reduce the need to commute long distances between home and work, thereby minimizing personal commuting costs as well as the public and societal cost of expanding the transportation infrastructure.

· Objective 7: Promote sustainable local and regional economies in order to provide jobs for residents and financial support for community services.

Feestc \l1 "FEES
The Department has established fees for the Program as follows:

· A $250 non-refundable Application Fee is due at time of application submission to the Department.

· Annual fee is 1% of the guaranteed amount.

· For construction loan guarantees the 1% fee is due at the time of construction loan closing. If construction loan closing does not occur within three (3) months of the executed date of the Loan Guarantee Commitment, then an extension fee will be due. The extension fee is equal to 25% of the annual fee amount for every three-month extension. 

· For permanent loan guarantees, the 1% annual fee is due at the time the Loan Guarantee Commitment is executed to hold the reservation of the guarantee amount until the permanent loan is funded.

The Fee is due even if the borrower is in default, or is in arrears in payments. Once set, the Fee will remain constant over the life of the loan.

Billing Statementstc \l1 "BILLING STATEMENTS
The Department will provide lenders with annual billing statements approximately sixty (60) days prior to the loan anniversary date. The billing statements will request that a copy of the loan history be attached to the billing statement copy when returned. The billing statement may also request other information be provided on the status of the loan, including, but not limited to requests for copies of inspection reports, collection records, copies of annual operating and financial statements. The completed billing statement is to be returned on or before the loan anniversary date, accompanied by a check for the Annual Loan Guarantee Fee. 

Underwriting Criteriatc \l1 "UNDERWRITING CRITERIA
Evaluation Process: The Department will evaluate each request for a Loan Guarantee based upon each project's individual merit. Factors considered include, but are not limited to, the following:

· Fulfillment of Program preference criteria 

· Financial soundness 

· Overall project viability

· Regional location

· Experience of borrower/management/development team

Minimum Criteria: In reviewing the financial soundness of the project the Department will look for the following minimum criteria to be met:

Maximum Loan-to-Value Ratio - The maximum loan-to-value ratio (the relationship between mortgage amount and the property's appraised value) is the lesser of 100% of project cost or 85% of the fair market value of the project. 

Debt Service Coverage - The minimum debt service ratio (DSCR) (relationship between net operating income and annual debt service) is 1.10 to 1.0.

Replacement Reserves - All projects shall have a replacement reserve account requirement to pay for the eventual depletion of short-lived assets. The account shall be maintained by the lender/servicer. The permanent lender shall determine the annual contribution to the reserve account. Payments to the reserve account shall be made on a monthly basis in an amount equal to 1/12th of the annual requirement.

Rent-Up Reserve - Rent-up reserves shall be required on Loan Guarantees for construction loans. The appropriate amount to be reserved shall be determined by the lender and be based upon the amount of interest reserve in the loan, anticipated operating expenses during construction (including project marketing costs), and a realistic rent-up period until break even is achieved. The Department may request a larger rent-up reserve.

Operating/Contingency - Operating/contingency reserves may be required on all loans. Contributions to the fund shall be made until the account contains the equivalent of 6 months of debt service, or an amount equivalent to annual operating expenses, whichever is greater. The lender shall determine the annual deposit to the account.

The Department and the State Housing Council, will review the lender's loan application information, and if approved, a Loan Guarantee Commitment Letter will be issued stating the specific terms under which a Loan Guarantee will be available.

Loan Guarantee Preference Guidelines: Preference guidelines have been established for awarding Loan Guarantees to insure adherence to the overall goals and objectives of the Program and to establish a priority criteria for awarding Loan Guarantees given limited funding availability. The following represent the Program preference criteria:

1.
Preference shall be given to those projects that provide the greatest number of housing units, constructed, acquired or rehabilitated for the Loan Guarantee allowed, serving the greatest number of households and with the smallest requirement of Loan Guarantee funds, and those borrowers that are resourceful in accessing matching funds/grants from other sources, or other in-kind donations. 

2.
Preference shall be given to those projects that demonstrate a realistic plan to accommodate the housing needs for low and very low income families and individuals for the longest period of time. 

3.
Preference shall be given to those projects that provide a services program geared to the needs of the tenants (e.g. child care, counseling, health care, etc.). In evaluating housing projects that serve a predominantly non-English speaking population, the Department will give preference to projects which mitigate the language barrier impact with the provision of supportive services.

4.
Preference will be given to those projects that best fulfill the critical public service needs of its targeted populations such as proximity to public transportation, medical facilities, shopping, banking, and employment centers. 

5.
Preference will be given to those projects that include energy efficient features to help keep utility costs down, and to those projects that are sensitive to the security needs of its targeted population.

6.
Preference shall be given to those projects that provide housing for specific populations which have top priority for the specific region in the State's Consolidated Plan and have historically faced barriers in finding suitable housing.

7.
Among relatively equivalent applications for Loan Guarantees for farmworker housing, the Department shall give preference to projects which are not under the control of employers and to projects that provide year-round housing. (Employer is defined to include relative, agents, or associations of employers or the employer itself.)

Lender Requirementstc \l1 "LENDER REQUIREMENTS
In General: The Department requires each lender to underwrite each loan in a thoughtful, thorough and accurate fashion, and apply the same level of expertise to the underwriting of loans submitted for Loan Guarantees as they would to transactions without a credit enhancement. 

Lenders are required to have experienced loan servicing and collection staff to insure adequate loan administration including loan accounting, account activity and collection logs. Lenders shall have written loan servicing/administration and collection policies and procedures. Additionally, lenders shall have adequate, experienced staff to carry out prudent loan servicing/monitoring and collection policies. (See "Defaults and Loan Delinquencies" section.)

Loan Guarantee Agreement: At closing, the borrower and lender shall execute and record a "Loan Guarantee Agreement" (see Exhibit A) signifying acceptance of Program requirements and guidelines as presented in this Program application.

Upon the closing, the lender acknowledges:

· The loan is properly collateralized by the subject property and loan documentation includes enforceable loan documents: a promissory note, a trust deed or mortgage, assignment of leases and rents, security agreement, UCC filings, and other documents as appropriate (i.e., construction loan agreement for construction/rehabilitation loans and restrictive use agreement).

· The title to the property is good, marketable and free of liens; and lender is in possession, or will be in possession of a title report indicating lender is in a first lien position.

· The property has adequate hazard insurance.

· A replacement reserve account has been established, with deposits to be made monthly as disclosed to the Department in the final application or otherwise agreed upon. The lender or servicer may hold replacement reserve deposits.

Replacement reserve account funds may be used to repair or replace any of the subject property building component parts, including such items as drapes, floor covering, appliances, or any other component item as agreed upon by the lender, including landscape improvement, signage, property lighting, etc. Lenders should have written procedures for dealing with requests for release of funds.

· A contingency reserve account may be established, and if so, will be maintained according to the terms and conditions of the Loan Guarantee Commitment.

Annual Requirements:

· Property Inspections - A representative of the Lender shall inspect the subject property once a year. In the event the inspections reveal deficiencies in the property (i.e. deferred maintenance, unsafe or unsanitary conditions, or other hazards) the lender must notify the borrower of the problem(s) and attempt to work out an immediate solution, or establish a plan to work toward a solution to the problem. The lender is not required to provide the Department with copies of annual inspection reports unless requested by the Department. However, in the event of a claim against the Loan Guarantee, the lender should be prepared to provide documentation that the annual inspections have been performed.

· Operating/Financial Statements - On an annual basis the lender shall request from the borrower, a copy of the operating statements and financial statements for the project and the borrowing entity. The lender shall review the statements to be aware of any potential problems and make appropriate recommendations. The lender is not required to provide the Department with copies of operating statements and financial statements unless requested by the Department. However, in the event of a claim against the Loan Guarantee, the lender shall be prepared to provide these statements.

· Tenant Income Level Certifications - Annually the lender shall send a notice to the borrower of their responsibility to obtain the "Tenant Eligibility Certification" (see Exhibit C) from all tenants, insuring that the tenants are within the appropriate income guidelines of the subject property. The completed form shall be retained by the borrower and available to the Department upon request. 

· Annual Loan Guarantee Fee - The lender shall submit the Annual Loan Guarantee on or before the anniversary date shown on the "Loan Guarantee Certificate of Coverage.” If the Fee is not received by the Department, on or before said date, the Department will provide written notification that the annual fee has not been received, and the Department has not received written notification of cancellation from the lender. The lender will have 20 calendar days from the date of the notification to make the annual fee payment. If the payment is not received within 20 days a cancellation notice will be forwarded to the lender and the Loan Guarantee will terminate without further notification.

Construction Loan Requirements: Lenders shall follow prudent construction loan underwriting practices, and shall include a contingency category in the construction budget, and adequate funds to cover operating costs until the project reaches a stabilized break even level.

Lenders shall pay particular attention to the evaluation of the experience of the contractor/builder and of the borrower's understanding of the construction process, construction lien laws, and understanding of construction loan processing and administration requirements. In cases where borrowers have limited or no construction or construction loan experience, lenders shall make sure a member of the development team has the necessary experience.

The Department may, at its option, inspect the property before issuing a Loan Guarantee or may include an inspection as a condition of the Loan Guarantee.

Specifically, the lender agrees to the following:

1.
Construction Loan Agreement - The lender shall enter into a construction loan agreement with the borrower, setting forth the terms and conditions of the construction loan and the disbursement of loan proceeds. The agreement shall contain language that disbursements for hard costs requires an inspection by a qualified construction inspector, retained by the lender or on the lender's staff, and that any funds advanced will correspond to the appropriate percentage of completion.

2.
Final Cost Breakdown - The lender shall submit to the Department a final cost breakdown (broken into major categories and including all major trades) detailing hard and soft costs, signed by the borrower and accompanied by written approval from the lender. 

3. 
Architectural Approval -  The Department’s architect must approve all plans and specifications prior to the start of construction.

4.
Assignment of Security Interest in Contracts - The borrower shall assign to the lender and grant to the lender, a security interest in all contracts to build, architectural and engineering contracts and subcontracts, plans and specifications, surveys, architectural renderings or models and completion bonds, and any other contract documents, together with all proceeds as collateral for the loan. The lender shall have an assignment of deposits for water, gas, electrical or other utility services, or hook-ups as applicable.

It is recommended the lender require written assignments of all contracts in excess of $50,000, to complete the work in the event of a borrower default, and the lender elects to cause the work to be completed, subject to the right to be paid the full contract price originally negotiated with the borrower for the work.

5.
Conformance with Governmental Requirements & Plans and Specifications - All construction work and materials shall be in accordance with good building practices and in conformity with the Governmental Requirements of all applicable Governmental Authorities, including but not limited to compliance with all building codes, zoning regulations, Fair Housing, Uniform Accessibility Standards, and Americans with Disabilities Act, as applicable. All improvements shall be made in strict accordance with the plans and specifications, as approved by the lender and the Department. Any substantive changes in the plans and specifications, not approved by the Department Architect, shall void the Loan Guarantee Commitment.

6.
The Loan Must Remain in Balance - The lender shall agree that the loan shall at all times remain in balance. The loan shall be deemed to be in balance if the undistributed proceeds of the loan will be equal to or exceed the amount necessary to pay for all work completed and all materials delivered, for which payment has not been made, and the cost of completing construction of the relevant phase of the project, in accordance with the plans and specifications and the detailed cost breakdown for such phase. If the lender elects to disburse funds, for an out of balance loan, without the written authorization of the Department, in the event of a loan default, the Loan Guarantee shall be void.
7.
Stored Materials - The Loan Guarantee shall not cover disbursements for materials not yet incorporated into the relevant phase of the project, unless the stored materials will be used within 30 days, and the invoiced cost of such stored items is not in excess of $2,500. The materials shall be properly stored and secured on-site in order to prevent weather damage, theft and vandalism. Off-site storage shall not be covered without the prior written consent of the Department.

8.
Change Orders, Retention and Changes in the Cost Breakdown - The Department will review the lender's policy for handling change orders, changes in the detailed cost breakdown, amount of retention and use or reallocation of contingency funds. The Department may require modifications to insure that appropriate amounts are being used for the subject project.

9.
Changes in Plans and Specifications - After the Department Architect has approved the plans and specifications, there shall be no substantive change without the Department's prior written approval.

10.
Ownership of Materials and Fixtures - No materials, equipment, or fixtures incorporated by the borrower in the construction of the project shall be purchased or installed under any security agreement, conditional sales contract, or other arrangement wherein the seller reserves or purports to reserve title or any interest in such items or the right to remove or repossess such items, or to consider them personal property after their incorporation in the project.

11.
Lien Policy - The lender shall have a specific policy with regard to the handling of mechanic's and material liens in a prompt manner.

12.
Property Inspection - The Department, through its employees, or agents, shall, at all reasonable times during construction, have the right of entry and free access to the project and the right to inspect the work of construction and to examine and make copies of the plans and specifications and all detailed plans and shop drawings which are or may be kept at the construction site, and all books, records, contracts, accounting data, and other documents of the borrower.

13.
Sale, Secondary Financing or Other Liens and Encumbrances -The borrower and lender shall agree, that without prior written approval, from the Department, during the construction period, there shall be no sale, secondary financing, or other liens and encumbrances against the project or any other properties (real or personal) which are security for the loan. In the event consent is given by the Department, any and all financing and liens shall be absolutely and unconditionally subordinated to the first mortgage lien.

14.
Changes in Ownership - There shall be no change in the ownership of the project without the prior written consent of the Department.

15.
Prompt Notification - The lender shall promptly advise the Department in writing, of any litigation, regardless of amount, affecting the property, and all complaints charges made by any governmental authority exercising supervision or control of the borrower, or their business, which may delay or require changes in the construction of the project or impair the lender's security.

16.
Excess Cost/Equity Contribution - Any cost to complete the project above the loan amount shall be evidenced by cash or its equivalent, and deposited with the lender, prior to funding loan dollars. If the excess cost/equity contribution is not to be made before the lender advances construction loan proceeds, the Department's approval, in writing, for the deferral of payment shall be required.

17.
Collateral for the Loan  - The borrower's obligation under the note, the construction loan agreement and the lender's commitment letter shall be secured by a trust deed and other such security documents as may be required. The borrower shall procure and deliver to lender at closing, a prepaid ALTA Mortgagee's Construction Loan Policy of Title Insurance (1970), or an equivalent policy approved by lender and the Department. The policy shall be issued from the Title Insurer in a sum equal to the maximum amount of the loan, and shall insure the trust deed as a valid first lien on the property, subject only to current real property taxes not yet due or payable and such other exceptions approved in writing by the Department prior to closing. Said policy of title insurance shall contain the following endorsements: ALTA Lender Mechanic's Lien, Survey and Foundations Endorsement assuring that the foundation(s) do not violate applicable covenants, conditions or restrictions, and do not encroach onto easements or adjoining land, which Foundation Endorsement(s) shall be issued within one month after completion of the relevant foundations.

18.
Monthly Inspection Reports, Change Orders Exceeding $10,000 - During construction any change orders exceeding $10,000 and materially affecting the design, utility or building materials shall be approved by the Department Architect. The lenders must provide copies of monthly inspection reports (including color photographs), draw requests, loan status reports (construction loan budget and loan disbursal status). Lenders shall obtain monthly lien endorsements, and should monitor loan administration activities to insure lien waivers are obtained, as appropriate, from suppliers and laborers.

19.
Performance and Payment Bonds - Performance and payment bonds are to be considered on all loans in excess of $1,000,000, and on all subcontracts in excess of $50,000, but are required on all construction loans in excess of $5,000,000. 

20.
Compliance with Take-Out - All steps that are practical shall be taken to insure compliance with terms of the take-out commitment prior to the construction loan closing and continue throughout the loan.

Borrower Requirementstc \l1 "BORROWER REQUIREMENTS
Loan Guarantee Agreement: At loan closing the borrower shall execute the Loan Guarantee Agreement (see Exhibit A), which shall be recorded against the project property.

Annual Tenant Certifications: The borrower shall obtain upon initial tenant application, and annually thereafter, a "Tenant Eligibility Certification" (see Exhibit B). The forms must be retained by the borrower and available to the Department upon request. The borrower is responsible for annually obtaining a copy of the HUD Estimated Median Family Incomes For Fiscal Year Notice to determine the appropriate low and very low income levels based upon household size and location.

Annual Borrower Requirements: The borrower shall provide operating information, financial statements, and tax returns as requested by the Department and annually to the lender.

Property Access: The borrower shall allow the Department, and/or its agents, access to the property to inspect the property on an annual or more frequent basis, subject to appropriate notice for tenant notification.

Property Management: The borrower shall adequately staff the property with professional property managers and management. Property management, on and off site if applicable, shall be adequately trained with documented prior experience in managing projects similar to the subject.

Reserve Requirements: The borrower shall establish rent-up reserves, contingency reserves and/or replacement reserve accounts in amounts determined adequate by the lender with the concurrence of the Department. Said accounts will be held by the lender/servicer.

Loan Guarantee Coveragetc \l1 "LOAN GUARANTEE COVERAGE
Available Coverage: Coverage is available for construction/renovation/rehabilitation loans and/or term/permanent loans, and is available for all eligible properties and lenders, subject to Program guidelines and availability of Loan Guarantee funds.

Guarantee Amount: A lender may request Loan Guarantee coverage for any amount between ten percent (10%) and twenty-five percent (25%) of a qualifying mortgage loan. The amount of coverage requested should be limited to the amount needed to facilitate the transaction.

Guarantee Options: The Loan Guarantee program offers two coverage options which are:

· Option A - Loan Guarantee For Term/Permanent Loans

· Option B - Loan Guarantee For Construction/Rehabilitation Loans

Both options, which may be used in conjunction with each other, offer coverage for the following:

· Foreclosure losses up to 25% of the outstanding principal loan balance - not to exceed the percentage of coverage elected in conjunction with the original loan balance.

· Allowable foreclosure and property preservation costs up to 4% of the original mortgage loan balance.

Note:  The aggregate dollar amount of the coverage (including percentage of principal balance, foreclosure costs, and property preservation costs) cannot exceed the coverage percentage of the original principal loan amount.

Both options are described as follows:

Option A - Loan Guarantee for Term/Permanent Loans

The Loan Guarantee for Term/Permanent Loans reduces the lender's exposure on foreclosure losses. In the event a guaranteed loan goes into default and a foreclosure ensues; and the property is not purchased by a third party at a foreclosure sale or is sold to an unrelated third party at the foreclosure sale for an amount less than would make the lender whole (outstanding principal balance plus accrued interest, and allowable foreclosure and property preservation costs), the Program will pay the lender up to 25% (coverage amount is based upon percentage of coverage elected) of the original principal balance, not to exceed the loss that was incurred for a sale.  In certain instances the Department may agree to pay a guarantee claim without an actual foreclosure sale taking place, such as in the case of a Deed-in-Lieu of Foreclosure.

This option program is available to all properties that qualify for the Program. Option A may be used in conjunction with Option B, however, it is not applicable during the construction period. Once the property has been completed, received its occupancy permit, and has maintained break even occupancy for a continuous 90 day period Option A coverage will apply, provided there are no disputed payments, or material or mechanic liens on the property.  

Option B -  Loan Guarantee for Construction/Rehabilitation Loans

Option B affords lenders coverage during a specified construction or rehabilitation/renovation period. Construction coverage may be used alone or may be used in conjunction with Option A after construction completion and the stabilization of occupancy. 

Loan Guarantees shall only be available for construction loans with a firm take-out/permanent financing commitment prior to funding.  

There are certain monitoring, reporting and control requirements that shall be followed by the lender during the construction phase, in addition to basic program requirements, which are detailed under the "Lender Requirements" section of this Program guide.

During the construction/renovation/rehabilitation period the following items are not covered by the Loan Guarantee: Loan fees, application fees, commitment fees and/or equivalent that exceed 2% of the loan amount.

· Developer profit/overhead advances that exceeds 20% of the project completion.

· Retainage and deposits held by the lender, or third party.

Term of Coveragetc \l1 "TERM OF COVERAGE
Loan Guarantees will be available throughout the life of the original loan term.

Cancellation of Coveragetc \l1 "CANCELLATION OF COVERAGE
The Loan Guarantee is subject to termination by the Department if the lender/servicer does not administer the loan, according to the terms and conditions of the Program. 

Defaults and Loan Delinquenciestc \l1 "DEFAULTS AND LOAN DELINQUENCIES
Lenders shall use appropriate and prompt action in monitoring and dealing with all loan defaults. The Department requires each default to be dealt with in a prompt and appropriate manner. The Department encourages discussions with the borrower and property management as early in the delinquency as possible. Lenders shall keep reasonable logs and copies of correspondence to document their loan monitoring activities in the event of a default. In the event of a claim, lenders may be requested to provide written documentation of loan monitoring and collection activities. 

Servicing policies shall include notification (written or oral) to borrowers in the event that loan payments are not received within 15 days of their due date, with subsequent follow-up as  appropriate for the circumstances of the delinquency. Policies and procedures should address appropriate plans of action and loan monitoring for loans that are 30, 60 and 90 days or more past due. In any event, a loan that is 90 days or more in default must be inspected by the lender or a representative of the lender prior to the 120th day of default. Lenders are required to arrange site inspections for loans that are experiencing recurring 60 day delinquencies.

Prior to the loan becoming 120 days delinquent, or prior to the initiation of foreclosure, if it occurs before the 120th day of the delinquency, the lender shall notify the Department and discuss the circumstances surrounding the delinquency.

When a loan is 120 days delinquent, the Department has the option to request that foreclosure be initiated. If foreclosure is initiated, the lender should continue to inspect the property and make sure it is adequately secured and protected. Lenders shall inspect the property at least every 30 days.

Deed-in-lieu of Foreclosure: In certain instances, the Department may agree to a deed-in-lieu of foreclosure. In the event the Department agrees to a deed-in-lieu of foreclosure the Department and the lender will enter into a written agreement about covered costs and a Loan Guarantee settlement.

Right To Cure Defaulttc \l1 "RIGHT TO CURE DEFAULT
The Department reserves the right to cure monetary defaults. In some instances the Department may determine, that despite the existence of a default, the project is viable, fulfills a critical housing need, and the circumstances surrounding the default have been mitigated, are unlikely to reoccur, or the situation has stabilized. If the Department elects to cure the default, it will pay past due installments at the note rate in effect if the loan was not in default, and actual late charges (not to exceed 4% of the monthly payment amount), any legal fees or costs incurred to process a foreclosure/or any legal fees and costs incurred with direct relationship to curing the default/or resolving the default; including, but not limited to, payment of property taxes (pro-rated) and insurance premiums (pro-rated).  

As a condition of curing the default, the Department may require that the borrower enter into a repayment agreement for any funds advanced to cure the default. The amount of the available Loan Guarantee may be reduced by an amount equal to any advances made by the Department to cure the default. In the event the Department recoups monies advanced, the amount of the available Loan Guarantee will be increased by a like amount (less any interest costs or charges).

Claimstc \l1 "CLAIMS
Filing a claim is accomplished by providing a detailed written request, accompanied by the required exhibits and signed by an authorized representative of the lender. The lender/servicer shall provide a statement indicating the anticipated claim amount 15 days prior to the foreclosure sale.   

There is no specified claim format, however, all claims shall be documented in writing, and shall be accompanied by copies of all invoices, billings, etc. A sample "Claim Form" has been included as Exhibit D, which may be used on the lender's letterhead.

The following descriptions and definitions apply to the payment of claims:

· Unpaid Principal Balance - The amount which remains to be paid on the original principal amount of the loan is the unpaid principal balance. This excludes unpaid interest and capitalization for any advances by the insured (e.g. taxes, insurance, and other expenses).

· Accrued Interest at the Contract Rate - Interest earned for the period of time that has elapsed since interest was last paid. This does not include late charges, or compounding of interest, and generally is claimable from the date interest has been paid to the date of the foreclosure sale.

· Attorney's Fees/Trustee's Fees - If the lender incurs and pays Attorney/Trustee fees to obtain merchantable title, these fees may be included in the claim if they are usual and customary. Additionally, if the Department directed the lender to pursue a deficiency judgment, attorney's fees for such services may also be included in the claim. The Attorney/Trustee fees shall be reasonable for the services performed. Attorney/Trustee fees and property preservation expenses, for related foreclosure expenses, cannot exceed 4% of the outstanding principal balance.

· Property Taxes and Special Assessments ​- To be included in the claim, property taxes and any amounts paid toward special assessments shall actually have been advanced from the lender's funds and shall be pro-rated to the date of the foreclosure sale, or date the property is sold.

· Hazard Insurance Premiums - These premiums shall have been paid with the lender's funds, and pro-rated to the date of the foreclosure sale. In cases where the lender did not require an escrow or impound for the payment of insurance premiums, the Loan Guarantee shall not cover insurance premiums prior to the date to which interest is paid.

· Preservation of Property Expenses - To be claimed as an allowable expense, reasonable normal maintenance expenses shall have actually been advanced by the lender from lender's funds. Normal maintenance includes the winterization, securing, cleaning, heating, yard care and security needed to maintain the property in a reasonable condition. Allowable property preservation expenses and legal expenses cannot exceed 4% of the outstanding principal loan balance.

· Rehabilitation Expenses - Examples of rehabilitation expenses include painting of walls, cleaning carpets, or replacing drapes. The Program does not provide reimbursement for these types of expenses.

· Restoration Expenses -  Restoration expenses required to restore the property to the condition disclosed to the Department, at the time the Loan Guarantee Commitment was issued, are not allowable. The Lender must absorb Restoration expenses if they are not covered by casualty insurance. Examples of such expenses include but are not limited to those resulting from negligence, failure to winterize, floods, fires, termites, vandalism, defective heating plants, removal of built-ins and appliances, freeze-up, defective construction remodeling, etc.

· Foreclosure Expenses - Expenses associated with proceedings to acquire title, such as court costs, filing fees, publication charges, land sheriff's fees are considered foreclosure expenses and are allowable under the four percent (4%) allocation for foreclosure and property preservation expense category. Appraisal or valuation fees are claimable only when required as part of a statutory foreclosure process.

IN NO EVENT WILL THE CLAIM AMOUNT EXCEED THE ACTUAL AMOUNT OF LOSS OR THE MAXIMUM COVERED AMOUNT.
· Miscellaneous Claim Reductions - The following items are monies that shall be deducted from the claimable costs to determine the final claim amount:

1. The amount of all rents and other payments collected or received by the lender, which are derived from or in any way related to the property.

2. The amount of cash remaining in any escrow account as of the last payment date.

3. The amount of the cash to which the lender has retained the right of possession as security for the loan (e.g., funds in a loan-in-process account, a set-aside account, a pledged account, completion escrow, or buy down account).

4. The amount received under applicable fire and extended coverage insurance policies that is in excess of the cost of restoring and repairing the property and which has not been applied to the payment of the loan.

5. And any other funds available to the lender which may reduce the lender's exposure.

· In-House Servicers - Lenders using in-house counsel or other in-house sources to perform services should confer with the Department regarding the amount of reimbursement that will be made and the service that will be performed. The amount allowed shall be based upon the cost(s) that normally would be charged in an "arms-length" transaction in the subject locale. Normal costs incurred in the collection and loan servicing process will not be reimbursed (i.e., property inspection costs, long distance telephone costs, postage costs, photocopy charges, photograph expenses, etc.).

Required Exhibitstc \l1 "REQUIRED EXHIBITS
To expedite the processing of a claim, the following supporting exhibits shall be submitted to the Department:

· Title Transfer Document - On approved sales, a copy of an acceptable document evidencing that title has been transferred to a third party.

· Loan History - A copy of the mortgage loan history or a reproduction of the loan transaction history shall be included. The loan history shall include the time period from the inception of the Loan Guarantee coverage through the date of the foreclosure sale. All expense items included in the claim shall be indicated on the loan history. Copies of billing/receipts shall also be included, and evidence of payment.

· Loan Origination Closing Statements - A copy of all closing statements at the time the loan was made.

· Lender Collection Records - A copy of all notes and correspondence, including notes about telephone contacts, made during the course of collection.  

· Tax Bills - A current tax bill statement, even if no part of these taxes were paid from the lender's funds.

· Note and Addendum - A copy of the note and any addendums, a description of any repayment features, and copies of any loan modification agreements.

Any unusual circumstances shall be discussed with the Department and detailed in writing, to avoid misunderstanding and assure prompt handling of your claim. Fraud or material misrepresentation in the application, loan administration/servicing or in loan origination is of concern to the Department. The Department may investigate cases where there in an indication of fraud or material misrepresentation. To obtain benefit from the Program and avoid possible claim denial or reduction, the lender shall comply with the various delinquency, servicing and claims processing requirements and other requirements in conjunction with the Loan Guarantee as disclosed in this Program manual.

Disbursement of Loan Guarantee Funds when a Claim is Filedtc \l1 "DISBURSEMENT OF LOAN GUARANTEE FUNDS WHEN A CLAIM IS FILED
The Department shall pay the claim for the Loan Guarantee within 60 days from the date of receipt of a completed and accurate claim. The lender shall provide a hold harmless agreement to the Department, releasing it from any further liability and loss due to the default of the borrower upon payment of the Loan Guarantee by the Department.

The lender has 60 days from date of foreclosure sale to submit a claim with documentation. The Department shall advise the lender of a claim amount approved, and the lender shall have 30 days to accept or reject the approved amount. The lender shall submit, in writing, a documented reason for rejecting the claim amount approved. The Department shall review the lender's appeal and respond within 45 days.

Examples of Program Options in the event of a Claim:
Examples of how the two Program options would function in the event of a claim against the Loan Guarantee are as follows:

  EXAMPLE OF OPTION A - Term/Permanent Loans

A 25% Loan Guarantee is issued on a $500,000 permanent loan. The maximum aggregate dollar Loan Guarantee is $125,000, regardless of allowable foreclosure and property preservation costs. As the loan principal balance is reduced so is the amount of coverage on the principal balance. Allowable foreclosure and property preservation costs (up to 4% of the outstanding principal balance) are covered, provided they do not exceed the percentage of Loan Guarantee coverage times the original loan balance. If the same loan were foreclosed and the principal balance was reduced to $400,000 on the date of foreclosure, with foreclosure and property preservation costs of $25,000, the Loan Guarantee would cover 25% of the outstanding principal balance and allowable foreclosure and property preservation costs.

The amount of the coverage would be calculated as follows:

MAXIMUM PAYMENT ALLOWED UNDER LOAN GUARANTEE
Original Loan Amount





$500,000

Guarantee Percentage





x    25%
Maximum Payment Amount



$125,000

PRINCIPAL COVERAGE
Principal balance on date of Foreclosure Sale

     
$400,000

Loan Guarantee coverage percentage



x    25%
Principal Coverage 




$100,000

ALLOWABLE FORECLOSURE & PROPERTY PRESERVATION COSTS
Principal balance on date of Foreclosure Sale


$400,000

4% allowance






x       4%
Allowable Foreclosure & Prop. Preserv. Costs  

$ 16,000

QUALIFIED PAYMENT AMOUNT
Principal Balance Allowance




$100,000

Allowance for Foreclosure/Preservation Costs
 

    16,000
Qualified Payment Amount



$116,000
Total Coverage Under Option A



$116,000
  EXAMPLE OF OPTION B COVERAGE – Construction/Renovation/Rehabilitation

Under Option Plan B, assuming the same scenario as used in the Option A example, the following would occur:

1.
If the construction/renovation/rehabilitation is completed (as evidenced by a completion notice), has reached break even occupancy for a continuous period of 90 days, and there are no disputed payments, material or mechanic liens on the property, the Loan Guarantee functions the same as program Option A and covers up to the selected percentage of coverage elected on the original principal balance. In this example, it would cover 25%. Option A coverage would include the entire disbursed amount, less retention and deposits as the qualified principal amount.

2.
If the construction/rehabilitation is not completed, the Loan Guarantee would function as follows:

a.
The lender has the option to complete the project. The Loan Guarantee is left intact. The lender has the option to find a suitable substitute borrower, or sell the project. In the event the Department advances any monies under this scenario, the Loan Guarantee amount available will be reduced by the amount of money advanced to complete the project. The Department will pay, to the lender, an amount up to the coverage percentage on the original principal amount, to complete the project. Foreclosure and property preservation costs would be covered.

b.
If the lender does not elect to complete the project, the Department may elect to cure the default, subject to agreement with the lender. 

c.
If the lender does not elect to complete the project, and the lender and the Department cannot come to agreement over the Department curing the default and completion of the project, the Department will pay-out the applicable percentage of the Loan Guarantee based on the percentage of project completion, subject to deductions for items not covered.

For example:  Based upon a review by the Department architect, of the construction loan budget and materials in place, a project is determined to be 25% complete. Assume for this example that the lender has disbursed 35% of the construction loan. Under this scenario the Option B Construction Loan Coverage will include: 

· 25% of the loan amount advanced. The amount of developer profit included in the amount advanced may not exceed 20% of the funds advanced.

· Allowable foreclosure/property preservation costs not to exceed 4% of the original loan amount.

· 25% of interest, at the note rate, for a period not to exceed the actual foreclosure sale date or 120 days from the date in which the Notice of Intent to Foreclose was filed, whichever comes first, on the outstanding principal balance. 

At settlement, interest will be paid calculated based upon the number of days in the period. Interest will not be paid upon interest. For example: the outstanding loan balance, on the date the Notice of Intent to Foreclose was filed was $175,000, which  represents 35% of the loan amount of $500,000. The Department will pay based upon 25% completion and assuming a 25% Loan Guarantee.

For example:
Construction Loan Amount  =  $500,000

Lender Advance  =  $175,000 or 35% of project completion

The Department determines that the project is 25% completed 

25% of Loan Amount = $125,000 

Allowable foreclosure/property preservation costs not to exceed 4% of the Loan Amount

4% of $500,000 = $20,000

Interest will be paid from the date that the Notice of Intent to foreclose was filed to the date of the foreclosure sale. The amount to be paid is based upon the note rate, the Department determined completion amount (which in this case is 25% of the loan amount or $125,000). In this example, assume the interest rate is 6% and the outstanding loan balance on date intent was filed was $175,000. The Department shall figure the interest on $125,000, since it represents the dollar amount of the project completion. Interest is calculated as follows:

$125,000 x 6% = $7,500

$7,500 / 365 days = $20.55 per diem interest

Interest Coverage = $20.55 per diem interest x number of days not to exceed 120 days x 25% (amount of Loan Guarantee)

Summary of what Loan Guarantee would pay under this scenario:

Principal Coverage ($125,000 x 25%


$31,250.00

Interest Coverage (based upon 120 days)


$     616.50 

Foreclosure/

Preservation Costs (not to exceed actual costs)

$20,000.00 

Refunds to the Departmenttc \l1 "REFUNDS TO THE DEPARTMENT
In the event the lender pursues the borrower for a deficiency judgement and prevails in the courts, the lender shall refund the Department's share of the proceeds, if actually paid. The Department will allow the lender to reimburse itself for any costs incurred in pursuing the judgement, its actual out of pocket loss, and a 5% administrative fee. Any excess funds shall be repaid to the Department for up to the amount advanced by the Department under the Loan Program.

In the event the lender acquires the property, through a foreclosure sale, or deed-in-lieu, and the property is subsequently sold, the lender shall repay the Department for monies actually advanced, from the proceeds of any profit, less the allowance for any costs incurred in the sale and the holding of the property, plus a 5% administrative fee.

Sale, Assumption, or Transfer of the Propertytc \l1 "SALE, ASSUMPTION, OR TRANSFER OF THE PROPERTY
In the event of sale, assumption, or other transfer of the property, the Department will continue the Loan Guarantee, subject to underwriting approval. Prior to the transfer of the property, where the Loan Guarantee is to remain in place, the new borrower shall be subject to the Department's approval. The lender shall forward of copy of their approval, along with the following:

· A copy of assumption application (if applicable).

· A copy of earnest money agreement, sales contract or sales agreement.

· A copy of credit report(s) on all parties to transaction (purchaser); reports should be no more than 90 days old.

· A detailed resume on all parties to the transaction, highlighting project relevant background information

· A detailed description of the management plan and the management agent's experience. 

· Financial statements (not older than six months).

· Three years of tax returns, including all schedules and attachments.

· A copy of current appraisal if an appraisal was ordered by the lender for assumption.

· Include a fee of $100 to process the assumption/transfer.

After the Department reviews and approves the information submitted by the lender, a "Borrower Substitution" letter will be issued which the lender shall attach to the "Loan Guarantee Certificate of Coverage".

Sale of the Loan and/or Transfer Of Loan Servicing

Written approval shall be required from the Department if the originating lender desires to sell the loan for which a Loan Guarantee has been provided. The Department may agree to maintain the Loan Guarantee if the purchaser or servicing agent has demonstrated experience in the administration and servicing of multi-family housing mortgage loans. The new owner of the loan shall provide written acceptance of the terms and conditions of the Program.

Transfer of Loan Guarantee - New Loan or Refinancetc \l1 "TRANSFER OF LOAN GUARANTEE - NEW LOAN OR REFINANCE
The Loan Guarantee may be transferable to a new loan on the same property, provided it would not materially affect the continuance of the subject as housing that serves the low and very low income. In no event shall the Loan Guarantee exceed, the original percentage of the outstanding loan balance of the original loan. The Loan Guarantee shall be subject to underwriting approval by the Department, and a processing fee of $100 shall be charged.

Prepayments/Loan Payoffstc \l1 "PREPAYMENTS/LOAN PAYOFFS
Reductions in the principal balance shall have no effect on the Loan Guarantee, except that the Loan Guarantee shall cover the reduced principal balance. There shall be no Annual Loan Guarantee Fee rebate for the reduction in principal balance.

If a loan is prepaid in its entirety, six months or less from its last anniversary date and more than five years (60 months) after its origination, a partial refund will be made. The pro-rata refund will be calculated based upon how many months of effective coverage have been used, less a 25% administrative charge. No refunds less than $50.00 shall be made.

The lender is responsible for notifying the Department, in writing, within 60 days of the loan pay off. Unless otherwise directed, the Department will mail any refund to the borrower of record in care of the lender. 

Application Proceduretc \l1 "APPLICATION PROCEDURE
There is a 5 step application procedure designed to expedite the approval process, and to provide for the reservation of Loan Guarantee funds while loan requests are in the application process with a lender.

All Program information and documents should be sent to the following address:

Oregon Housing and Community Services Department

PO Box 14508

Salem, Oregon 97309-0409

Attention: Housing Finance Section

Step 1 – Initial Department Contact and Project Discussion

The Department recommends that lenders and/or borrowers contact a Regional Advisor to the Director (RAD) to discuss the project on a preliminary basis prior to submission of a Preliminary Loan Guarantee Application to insure that:

1.
Sufficient Loan Guarantee funds are available for the subject property taking into consideration targeted household income level and geographic region.

2.
The project fits within the Department's guidelines for the Loan Guarantee program.

Step 2 – Preliminary Loan Guarantee Application

There is no formal application form to complete, instead lenders should submit on their letterhead the following information:

1.
Written request for the Loan Guarantee, please include the dollar amount and percentage of the Loan Guarantee request and the type of coverage requested (term only, construction only or term and construction combined).

2.
Describe the project with as much detail as possible including such information as address, legal description of the property, type of project, existing or proposed, borrower information.

3.
The request should be signed by an authorized representative of the lender and be accompanied by the appropriate application fee.

4.
In addition to the above information the following attachments shall accompany the request:

a.
A copy of executed loan application with lender.

b.
Borrower's acknowledgment of the request for the Loan Guarantee and borrower's authorization for release of information (including credit reports, financial statements, appraisal, etc.) to the Department for review.

c.
Project proforma - indicate source.

d.
Historical operating statements for the past three (3) years.

e.
A statement from the borrower indicating the target income level(s), and description of any ancillary social services to be provided in conjunction with the project.

f.
An estimate of the time necessary to process the loan request.  

Step 3 – Final Application Processing

The final application stage begins when a lender has approved a loan request, subject to the receipt of a Loan Guarantee. The lender shall submit the following information and documentation at this stage:

1.
A  request on company letterhead indicating the final dollar amount of the loan, the percentage amount of the request and type of coverage requested.

2.
Lender's loan commitment, executed by an authorized representative of the lender and authorized representative of the borrower.

3.
An original copy of the loan appraisal.

4.
Copy of the lender's loan submission/underwriting package, which should include, but not be limited to, the following:

a.  
summary of loan request

b.  
loan terms, and conditions

c.  
copy of final lender application 

d.  
discussion of loan request and project

e.  
proforma and discussion of same, loan to value ratio, debt service

f.  
cash flow analysis for a sufficient period to take the project to a stabilized occupancy

g.  
cost estimate of renovation/rehabilitation construction costs and fees  

h.
architectural plans and specifications

Note:  The Department is seeking to insure that the units to be built generally conform to current market standards. The Architect may offer suggestions to improve the livability and cost effectiveness and appropriateness of building materials application(s). Each lender is ultimately responsible for the quality of the loan and administration of the construction loan. The approval of the plans and specifications does not represent a warranty about the adequacy of the plans and specifications.

i.  
lender and borrower disclosure as to any related party transactions that affect the project

j.
resume and other significant information on project management

k.
description of the borrower's experience in developing/operating/managing multi-family housing

l.
statement by the lender declaring that to the best of their knowledge all information is complete, accurate, and correct

m.
for adjustable rate or variable rate loans, a rate sensitivity analysis showing the impact of interest rate calculations on debt service coverage

n.
borrower's credit report and current financial statements.

Documentation, with the exception of construction appraisals, shall not be more than 6 months old at the time the information is submitted at the final application stage. Construction appraisals shall be no more than 12 months old. Credit reports shall be no more than 3 months old and shall include a public record search.

Step 4 - Issuance and Acceptance of Loan Guarantee

The Department will review all of the data submitted and will evaluate each request for a Loan Guarantee based upon its individual merit, including but not limited to its regional location, fulfillment of preference criteria, experience of borrower, and overall project viability.  

Following review of the final application, with the Department's and the State Housing Council's approval and availability of funds, a "Loan Guarantee Commitment" letter will be issued to the lender. The lender and the borrower shall jointly execute the Commitment Letter. The Commitment, with written Department approval, is transferable to another lender, provided the transferee lender offers the same loan terms and conditions as the transferor lender. The Commitment Letter will disclose the amount of Loan Guarantee approved, and any other conditions that may be required. The lender and the borrower have 14 calendar days to acknowledge receipt of the Commitment Letter by executing a copy of the document, and returning it to the Department.

The Loan Guarantee Commitment shall expire on the same day as the lender's original loan commitment, or 120 days from the date of issuance, whichever comes first. If for any reason a lender needs to extend their loan commitment funding date, written approval from the Department to extend a Loan Guarantee Commitment shall be required. Lenders shall submit a written request to the Department, including an explanation of the circumstances surrounding the need for the extension request. A copy of the lender's written extension approval shall accompany the request.  

Lenders need to be aware that a commitment for the Loan Guarantee was based upon the lender's loan commitment, and if any modifications have taken place, said modifications shall be brought to the attention of the Department. In the event the lender modifies the loan terms and/or conditions, without the prior written consent of the Department, the Loan Guarantee may become null and void.

A "Loan Guarantee Certificate of Coverage" (see Exhibit B) will be issued upon receipt of payment in full of the Initial Loan Guarantee fee, which shall be forwarded to the Department within 10 days of the closing of the loan. The "Loan Guarantee Certificate of Coverage" will be forwarded to the lender within 45 days after receiving the Initial Loan Guarantee payment.

EXHIBITS

EXHIBIT  Atc \l1 "Exhibit A
LOAN GUARANTEE AGREEMENT
THIS AGREEMENT is made this           day of                              200__, between  ("Borrower") and  ("Lender") and "OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT ("Department").

PART I:

PURPOSE
Department has made available to Borrower and Lender a Loan Guarantee in the amount of  ($) in conjunction with a loan made by Lender to partially meet the costs of  a project located , Oregon known as  ("Project"). The real property is located in  County, State of Oregon, and more particularly described in Exhibit A attached hereto and incorporated herein.

PART II:

COMMITMENT OF AFFORDABILITY
Borrower agrees that the Project will be used for housing low income persons, defined as persons at or below  of the county median income as published annually by the U.S. Department of Housing and Urban Development ("HUD"), for  years from the day first written above.

PART III:
COMMITMENT TO SOCIAL SERVICE PROGRAMS
Borrower agrees to offer the tenants of the Project certain social services, all in accordance with the Project Description attached hereto as Exhibit B and made a part hereof by this reference.  

PART IV:
COMMITMENT TO LOAN GUARANTEE PROGRAM REQUIREMENTS
Borrower and Lender agree to comply with those requirements outlined in the Department's Loan Guarantee Program manual dated . Borrower and Lender understand that noncompliance with the aforesaid Department requirements shall result in cancellation of the Loan Guarantee.

IN WITNESS WHEREOF, Department and Borrower and Lender have caused this Agreement to be signed by their duly authorized officers as of the first day written above.

DEPARTMENT:


OREGON HOUSING AND COMMUNITY SERVICES DEPARTMENT

By:





 
John L. Wahrgren, Jr.

Manager, Housing Finance Section

STATE OF OREGON
)

) ss:

County of Marion

)

The foregoing instrument was acknowledged before me this               day of                                     , 200      , by John L. Wahrgren Jr.,  who is the Housing Finance Section Manager of Oregon Housing and Community Services Department on behalf of the Department. 

Notary Public for the State of Oregon

My commission expires: 



BORROWER:





By:







Title:








STATE OF OREGON

)

) ss:

County of 


)

The foregoing instrument was acknowledged before me this                        day of                                     , 200    , by                                                                  who is a                                               of                                             on behalf of the Borrower.

Notary Public for the State of Oregon

My commission expires: 



 
LENDER:

By:







Title:








STATE OF OREGON

)

) ss:

County of 


)

The foregoing instrument was acknowledged before me this                               day of                             , 200      , by                                                                  who is a                                              of                                             on behalf of the Lender.

Notary Public for the State of Oregon

My commission expires: 



 
EXHIBIT Btc \l1 "Exhibit B

LOAN GUARANTEE CERTIFICATE OF COVERAGE

EFFECTIVE DATE                              EXPIRATION DATE                
  
Option:A    B        Guarantee %       %    Maximum Coverage                  

  
Original Loan Amount $                            Interest Rate                 %

RE:
Lender Loan Number:

                                                         
Borrower:


                                                         
Property Address:

                                                         
LENDER:
                                                          
 
Its Successors, and Assigns, as approved by the Department.

The Oregon Housing and Community Services Department hereby issues a Loan Guarantee, from the OREGON HOUSING FUND - HOUSING AND DEVELOPMENT GUARANTEE ACCOUNT, as funds are available, to pay up to the maximum amount of $           , or          % of any loss of the referenced loan, per the terms and conditions of the Loan Guarantee Program manual dated       on the property identified above. Option         Coverage was elected as defined in the Program manual referenced above, and by this reference incorporated herein.

This specific Loan Guarantee is subject to additional terms and conditions as follows:

In issuing this Loan Guarantee, the Oregon Housing and Community Services Department, its successors and assigns, has relied upon representations made by lender, in its submission/application package and its underwriting criteria. Any material misrepresentation or material omission may result in the immediate termination of coverage, and the lender's ineligibility for future Loan Guarantee approvals.

This Certificate is only transferable with the Department's written approval. To keep the Loan Guarantee in full force and effect, loan modifications of any nature must be agreed upon in writing. 

AUTHORIZED BY:            

                        TITLE:                   
                        

EXHIBIT Ctc \l1 "Exhibit C
Confidential

TENANT ELIGIBILITY CERTIFICATION

Tenant is to Complete Certification Form Annually

PROPERTY NAME



PROPERTY ADDRESS



UNIT NUMBER

TENANT INFORMATION

TOTAL NUMBER RESIDING IN UNIT

HEAD OF HOUSEHOLD

OTHER RESIDENTS


ANNUAL HOUSEHOLD INCOME

Note:  "Income" is all income received, including interest on assets. Principal payments from the sale of real property are excluded. This information will be kept confidential, and will be used only to ensure compliance with the financing requirements of this property.

ANNUAL HOUSEHOLD INCOME 

(Check appropriate box)
Landlord should insert the appropriate dollar figures, based upon family size, for the local area from the HUD - Estimated Median Family Income Notice, prepared annually.

/  /  Under 
$           
Very Low Income

/  /  Between
$             and $            
Low Income

/  /  None of the Above


SIGNATURE OF TENANT                            
        
            DATE    





EXHIBIT Dtc \l1 "Exhibit D
SAMPLE CLAIM FORM

(TO BE USED ON LENDER'S LETTERHEAD)

Guarantee #: 



Date Guarantee Issued: 





Original Loan Amount: $ 



Original Guarantee Percentage:        %


Original Dollar Guarantee Limit: 




Borrower:






 
Property Address:
             
             

  
Lender:







Contact Name:






Lender Loan #:






Mailing Address:







Phone Number:







Loan Balance on Date of Sale:





· Attached a loan history statement, since the loan was originated.

· If claim is based on other than foreclosure sale, provide explanation.

· Itemize all expenditures that you are requesting payment for and include a copy of statement or billing, itemizing in detail all services performed or goods supplied.
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