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Portland Housing Preservation Fund 
Section 108 Revolving Loan Pool Fact Sheet
The City of Portland, Bureau of Housing and Community Development (BHCD), intends to create a new source of funding to meet its affordable housing preservation goals.  Entitled, the Portland Housing Preservation Fund, this financing tool utilizes a Section 108 Revolving Loan Pool, a program of the Department of Housing and Urban Development (HUD).  This fund will make up to $15 million available with the goal of preserving over 300 affordable units at risk of losing their affordability. 
The Portland Housing Preservation Fund will fund eligible projects that preserve the existing stock of affordable housing in Multnomah County.  Eligible projects include acquisition of real property, single and multi-family rehabilitation, single and multi-family refinance and rehabilitation, and single and multi-family new construction completed by Community Based Development Organizations (CBDO’s).  Projects will be prioritized in the following manner:
1) Expiring HUD Subsidized Housing – Acquisition, Rehab, Refinance/Rehab of federally expiring Section 8, Section 202 properties at risk of losing affordability

2) Expiring Low-Income Housing Tax Credits – Acquisition, Rehab, Refinance/Rehab of LIHTC properties developed prior to 60 Year affordability requirement at risk of losing affordability.

3) Loss of Low Rent Market – Rate Housing – Acquisition, Rehab, Refinance/Rehab of private market units serving a low income population with below market rents at risk of losing affordability

4) CDBG Eligible Project that meets City Housing Policy Goals outside of Preservation – Acquisition, Rehab, Refinance/Rehab, and New Construction carried out by CBDO of affordable housing projects that meet other identified City Housing Policy Goals.

Local funding for eligible projects will be provided through an application process administered by BHCD.  Additional information and application materials will be found at www.portlandonline.com/bhcd.

For more information, contact Daniel Ledezma, Housing Program Coordinator at: 503.381.9990 or dledezma@ci.portland.or.us

Section 108 Revolving Loan Pool – Frequently Asked Questions
Through the Portland Housing Preservation Fund, the City of Portland will have an increased capacity to provide financing through the Section 108 Guaranteed Loan Program. The HUD Section 108 Guaranteed Loan Program provides an alternative to conventional bank financing that may be appropriate for certain types of housing development projects. Section 108 provides communities with a source of financing for housing rehabilitation and large-scale physical development projects.  This is a stable source of funding backed by a federal guarantee during a time of financial turmoil.  Below are answers to Frequently Asked Questions about the program.
Q:  Is this a new program?

No, in fact, the City of Portland, Bureau of Housing and Community Development and the Portland Development Commission have successfully utilized the Section 108 Guaranteed Loan Program to finance economic development as well as housing activities.
Q:  What type of projects can be financed with a Section 108 loan?

· acquisition of real property; 

· housing rehabilitation eligible under Community Development Block Grant  (CDBG); 

· related relocation, clearance, and site improvements; 

· loan transaction costs;

· debt service reserves; 

· in limited circumstances, housing construction completed by CBDO’s
Q:  Who can use HUD 108 Loan financing? 

· Private For profit or Not-for-profit developers of project types identified above

· Municipalities constructing public facilities or clearing sites for private development

Q:  What risks does the City assume when it using this financing?

All loans must be repaid.  BHCD will secure the loan pool through an application process to HUD.  This is not a City general obligation.  Funding is secured using the CDBG program, the City will not have to repay if the CDBG program is eliminated. 
Q:  Does a Bank provide the HUD Section 108 financing?

No.  Section 108 obligations are financed through underwritten public offerings similar to bond financing.  

Q:  How do Section 108 Interest Rates compare with conventional bank loans? 

Section 108 loan interest rates may be slightly lower than conventional bank loans (e.g. 1.5%-2%).  108 loans carry a floating interest rate until fixed by public offering.  The floating rates are tied to the 3 month London Interbank Offered (LIBO) rate plus 20 basis points (0.2%). The fixed rate financing is tied to U.S. Treasury bond rates. 

Q:  What is the Maximum Loan Term?

The maximum repayment period for a Section 108 loan is twenty years. HUD has the ability to structure the principal amortization to match the needs of the project and borrower, but full repayment is required.
