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Hous¡ng Development Subordinate 
Loan 

PURPOSE 

The Housing Developrnent Suborclinate Loan (HDSL) is a subordinate loan that 
provides public financing to fund developrnent costs for new or existing rental 
and Mixecl-Use Projects that provide public benefits. The HDSL is intended to 
fund the difference between the projected project costs and available sources of 
construction or permanent financing to the extent the loan is supportable fiom 
operating revenues, 

PRODUCT DESCRIPTION 

The HDSL plovides construction ancl/or bliclge financing, that either partially or 
fully converts to term fìnancing. This loan has lower intel'est rates ancl generous 
terms in orcler to make projects that provide public benefits feasible and 
developable. The HDSL is designecl to work in conjunction with other public and 
private financing sources, when projects will pleclictably generate sufficient cash 
flow (after payment of operating expellses, required reserve contributions and 
requirecl senior debt service) to allow regular perioclic paynents on the HDSL, 

The f-ollowing sutnmary outlines the general product charactoristics available to 
Ploject Sponsors within the construction, bridge and penlanent loan periocl. A 
more cletailed description of loan terms, specifìc to the HDSL, is outlined in the 
Product Specific Guidelines section below. In addition, all HDSL loans are 
subject to PHB's general guidelines as outlinecl in the Housing Development 
Finance Manual.l 

SOURCE OF FUNDS & LEGAL COMPLIANCE 

Funding for this loan may be through tax increment financing (TIF), city or' 
federal funcls. Borrower shall cornply with any and all restrictions relatecl to the 
funcling source. For example, TIF funcls must be used for infiastructule ancl 
physical improvements (including tenant improvements) of real estate projects 
within an Urbau Renewal Alea. Federal ancl city funds also have lestlictions ancl 
obligations. 

t PHB will continue to use the l-Iousing Developrnent lìinance Manual that was createcl at the Portland 
I)eveloptneut Commission. PI-IB will review and revise the manual as necessal'y. 
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CON STRUCTION/BRIDG E PERIOD : 

lnterestRate: 	 0-3yo 

Term: 	 Maximum of 18 months 

Repayment: 	 Deferued payment until encl of 
construction period, interest accrues 

Other Terms 	 See Permanent Loan Period 

PERMANENT LOAN PERIOD: 

Maximum Amount: 	 Up to $3,000,000 
(PHB Director may approve up to $2 
million; Commissionel in Cliarge up 
to $3 rnillion) 

InterestRatc: 	 0-3% 

Loan Amounts Per Unit: 	 No set maximums, but total clirect 
frnancial assistance funding rnust 
cornpare favorably with PHB 
Publishecl Averages (based on 
income level served) 

Term: 	 Up to 30 years 

Repayment: 	 Amortization period is 30 years, with 
some flexible options available, 
subject to PHB apploval 

Debt Coverage Ratio (DCR): 	 Minimum 1.102. 

Loan to Value (LTV): 	 Total secured amortizing clebt may 
not exceed 100% LTV. 

Other Repayment Terms: 	 Project Sponsor pays PHB 50o/o of 
Excess Cash Flow (see below) 

MINIMUM Q UALIFICATIONS 

2 May increase depending on project specific risk fàctors 

Exhibit A 
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Project Sponsors who meet the fbllowing criteria may be eligible to leceive an 
HDSL: 

1. The Project Sponsor rnust own the subject ploperty or have site control, 
and 

2. Other fìnancing sources for the project, including primary debt, rnust be 
maximized, and 

3. The Minimum lnvestment Requirement must be met (as outlined in PHB 
guidelines), and 

4. Designated Afforclable Units must be affordable for 60 yeals (as required 
by Title 30 of the City Code). 

PHB funds are limited. PHB may not be able to provide loans to all etigible 
projects. 

PRODUCT SPECIFIC GUIDELINES 

Eligible Project Sponsors: An incliviclual, corpolation, parhrership, sponsor ol a 
joint venture that has ownership or site control of a rental property may apply for 
an HDSL. 

Eligible Projects: A project provicling rental housing that furthers the goals ancl 
objectives in Portland's Comprehensive Housing Plan, Consoliclated Plan, Urban 
Renewal Area plans or other applicable policy directives is eligible for an HDSL. 

Interest Rates: Interest rates during the construction ancl permanent loan periods 
range fi'orn 0% to 3o/o. ln cases where the PHB is providing a portion of the loan 
funcls through a credit facility with a private lender, the Project Sponsor may 
receive an interest rate based on PHB's cost of funcls and/or the ability of the 
project to repay clebt. 

Loan Term: 

1, Construction Loans carry a rnaxirnum 18-rnonth tenn or until the permanent 
loan funcls are available, whichever period is shorter. Construction interest 
may be paid rnonthly or at the end of the construction loan periocl, subject to 
undelwriting. 

2. Permanent Loans cafl:y a maxirnum 3O-year term ol the length of the 
amortization period, whichever period is shorter. 

Exhibit A 
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Repayment Terms: HDSL lepayment terms are structurecl to balance the goals 
of (1) maxitniziug participating financing; (2) assuring that the project is feasible 
over the Term of Affordability; ancl (3) providing for tirnely repayment of public 
funds. 

IIDSL loans are structured as fully amorlized 30-year loans unless there is rnutual 
determination that au alternative schedule is more appropriate for the project. 
Alternatives may include, but are not limitecl to, a longer or shorter term, a 

deferred payment periocl, or a balloon as part of the structure. 

Participating Financing: Project Sponsors must seek maximum palticipating 
financing on the best tenns available. Interest rates for superior loans should be at 
the current market rate or better for the financing type. Generally, the combined 
debt coverage ratio for all participating financing (other than PHB firiancing) 
should be no greater than 1.15-1.20 to 1:00 for supedoL loans, and the cornbined 
loan to value ratio (LTV) for all senior financing will be evaluated by PHB in 
orcler to cletermine that leverage has been maximized for the project. The PHB 
evaluates boncl-financed projects against current bond underwriting requirements. 

Security/Collateral: An HDSL is securecl by the subject property. Seculity rnay 
take the fonn of a mortgage, a cleed of trust or a palticipation agreement with 
another public or private lencler. 

Cash Flow Payment Requirement: PHB may require Cash Flow Payments in 
addition to scheduled debt service payments. These payrents will be macle from 
cash flow splits of Excess Cash Flow. Excess Cash Flow is cletermined when a 
priority cushion for identifiable ploject risks that oan be mitigatecl by available 
cash is declucted prior to determining Net Cash Flow. Net Cash Flow is Gloss 
Revenue less Allowed Expenses, Pennitted Loan Payments, other Negotiated 
Priority Payments, ancl Required Reserve Contributions. The rernaining Excess 
Cash Flow, if any, shall be split between the Borrower and the PHB. 

The priority cushion nay be shared among pools of assets for projects which have 
rnultiple properties involvecl prior to determination of Excess Cash Flow, if the 
Borrower has sufficient asset management capacity and is able to provide specific 
cletails of project needs, funding levels ancl alt acceptable 
maiutenance/leplacement plogram. This cushion is approved as part of other 
specific loan terms and represented in both the PHB loan apploval and the 
subsequent loan documents. It is not a calculation retroactively applied to 
previously closecl transactions. 

See defìnitions of Gloss Revenues, Allowed Expenses, Perrnitted Loan Payments, 
Requiled Reserve Contributions, Net Cash Flow and Excess Cash Flow under the 
definitions chapter in the Housing Development Finance Manual. 

Exhibit A 
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In summary, Cash Flow Payrnents are determined as follows: 

Gross Revenues Less (Allowed Expenses : Net Operating 
Income
 

PLUS Required Reserve
 
Contributions)
 

Net Operating Less Pennitted Loan Payments Net Cash Flow 
Irrcome 

Net Cash Flow Less The greater of l5o/o of Excess Cash 
Flow 

Permitted Loan Payrnents or 
the Cash Flow Cushion arnount according 
to the Cash Flow Cushion Calculator, 
whichever is greater 
PLUS any negotiated 
Priority Payments reflectecl in PHB 
loan documents. 

Excess Cash Flow Times 50o/o3 Cash Flow 
Payrnent 

3 
See uote regarcling sizing oi'cash flow payment (currently Section 3.4.F of the Flousing Developn-rent 

Fiuance Manual), As part of PHB's underwriting to cletermine the fìnancial need for public fìnancing, the 
PI-IB evaluates the project's internal rate of return over a 1O-year period. (See lìate of Return Guidelines, 
curt'eutly Section 3.4.Ì). lf a project's proiectecl return exceeds the maxirnum allowable, PI-II3 may require 
either a) an incleased percontage of Excess Cash Flow Íì'om the project or b) an increase in the Minimurn 
hrvestment lìecluirernent lor the project (terms clefinecl in the rnanual). 

Exhibit A 
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EQUITY Gap Gontribution or Gash 
Flow Share Note 
PURPOSE 

An Equity Gap Contribution or Cash Flow Share Note (EGC/CFS) provides 
public funding for rental or Mixed-Use projects that provide public benefits and 
are owned by For Profit or Eligible Non-Proht Organizations. An EGC/CFS is 
intended to fund the difference between the plojected ploject costs and available 
sources of construction and permanent hnancing, including Housing 
Development Subordinate Loans (HDSL). PHB makes the final detennination as 

to whether a project qualifies to use this tool, 

DESCRIPTION 

An EGC/CFS provides construction and/or briclge financing, that either partially 
or fully converts to permanent financing and is designed to work in conjunction 
with other public and private financing sources. An EGC/CFS is a "last resort" 
financing product and will be used only when other financing has been 
maximizecl and the housing ploject cloes not generate sufficient cash flow (after 
operating expenses and required senior debt service) to allow regular loan 
paynents to the PHB. 

CFS has a term ancl an interest rate ancl its repayrnent is cash flow clepenclent. 

EGC does not have a term or an interest rate, and its repaylent is cash flow 
depenclent. EGC's are outstanding until repaicl, 

If a loan under this prograrn needs to carry either an interest rate or a maturity 
date, it will be classifiecl as a CFS loan, not an EGC. 

The following summary outlines the general product characteristics available to 
Project Sponsors. For the EGC/CFS, the same general financing terms apply to 
the construction, bliclge and permanent phases of financing. A rnore cletailecl 
clescription of terms specific to the EGC/CFS is outlinecl in the Product Specific 
Guidelines section below. In addition, all EGC/CFSs are subject to PI{B's 
general guidelines as outlinecl in the Housing Development Finance Manual.a 

u I'HB *ill continue to use the I'Iousing Development lìinance Mauual that was createci at the Portlancl 
Development Comlnission. PHB will review and revise the rnauual as necessary. 

Exhibit A 
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SOURCE OF FUNDS & LEGAL COMPLIANCE 

Funcling for this loan may be through tax increment financing (TIF), city or 
fecleral funds. Borrower shall comply with any and all restrictions relatecl to the 
funding source. For example, TIF fìrncls must be usecl for infi'astructure ancl 
physical improvements (including tenant irnprovements) of real estate projects 
within an Ulban Renewal Area. Fecleral ancl city funds also have restrictions ancl 

obligations. 

Construction/Bridge and Permanent Financing Period: 

Maximum Amount:	 Up to $3,000,000 
(PHB Dilector may approve up to fi2 
million; Commissioner in Charge up 
to $3 rnillion) 

Interest Rate:	 EGC - genelally 0%. If the norninal 
rate nrust be higher than 0o/o for tax 
pur'poses, the higher interest rate 
shall inure to the benefit of the PHB 
and will be structured as a CFS. 

Amounts Per Unit:	 No set maximums but total direct 
financial assistance funding must 
compare favorably with PHB 
publishecl averages (based on incorne 
level served) 

Term:	 EGC - outstanding until repaicl; clue 

on sale, transfer, change ofuse or 
lefìnance. 
CFS - set term up to 60 years based 
on unclerwriting; due on sale, 
transfer, change ofuse or ref,rnance. 

Repayment:	 BGC - scheduled payments based 
on cash flow until repaid. Project 
Sponsor pays PHB 50olo of Excess 
Cash Flow (see below). 
CFS - same as EGC except will 
have a set telm with balloon 
paynent. 

Dcbt Covcrage Ratio (DCR):	 Not applicable 

Exliibit A 
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Loan to Value (LTV): Total secured amortizing debt rnay 
not exceecl 100% LTV. 

MINIM UM QUALIFICATIO}{S 

Project Sponsors who meet all of the following criteria may be eligible to receive 
an EGC: 

l. The Project Sponsor may be either f'or profit or non profit. 

2. The Project Sponsor must own the subject property or have site control, 
and 

3. Other financing sources for the project, inclucling primary debt and an 
HDSL, must be maximized, ancl 

4. The Minimum lnvestment Requirement must be met (see Section 3.4.F), 
and 

5. Designatecl Afforclable Units must be affordable for 60 years (as requirecl 
by Title 30 of the City Code). 

PHB funds are limited. PHB may not be able to provicle loans to all eligible 
projects. 

SPECIF'IC GUIDELINES 

Eligible Project Sponsors: A For Profit or Eligible Non-Profit with ownership or 
site control of rental property may apply for an EGC/CFS. 

Eligible Projects: A project providing rental housing that furthers the goals and 
objectives in Portlancl's Comprehensive Housing Plan, Consoliclated Plan, Urban 
Renewal Area plans ol other applicable policy clirectives is eligible for an 
EGC/CFS. 

Interest Rate: There is no interest chargecl on an EGC. If an intelest rate is 
requested by the project Sponsor for tax putposes, this rate shall inure to the 
benefit of the PHB and is a Cash Flow Share Note instead. 

Participating Financing: Project Sponsors must seek maximum participating 
financing on the best tenns available. Interest rates fbr supedor loans should be at 
the current market rate or better for the financing type, Generally, the cornbined 
debt coverage latio for all participating hnarrcing (other than PHB financing) 
should be no greater than 1 .15-1,20 to I :00 fbr supelior loans, and/or the 
combinecl loan to value ratio (LTV) for all senior financing should be maxirnizecl 

Exhibit A 
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wherever possible. PHB evaluates boncl-financecl projects against current boncl 
underwriting requirements. ln acldition, projects rnust utilize the maximum HDSL 
supportable by the project prior to qualifying for an EGC/CFS. 

EGC Recapture Provisions: The provisions f'or recapture in the Equity Gap 
Agreement include the following two rnethocls of repayment: 

1. Sale. Transfer. Refinauce. Exchange or Chanqe of Use: In the event of sale, 
transfer, exchange, refinance, or change of use of the subject property, EGC is 
subject to recapture. Proceecls derived from such sale, tlansfer, exchange or 
change of use shall be usecl in the following order of priority: 

a. Senior debt, 

b. Accumulatecl interest on PHB amortized loans. 

c. Principal balance of other outstanding PHB amortizingloans on the 
property. 

d. Outstanding balance of EGC/CFS. 

2. Cash Flow Pavment Requirement: These payments will be made fiom cash 
flow splits of Excess Cash Flow. Excess Cash Flow is determinecl when a priolity 
cushion for iclentifiable project risks that can be mitigated by available cash is 
cleducted frorn Net Cash Flow. Net Cash Flow is Gloss Revenue less Allowed 
Expenses, Pennittecl Loan Payments, and Requirecl Reserve Contributions, The 
remaining Excess Cash Flow, if any, shall be split between the Bolrower and the 
PHB. 

The priority cushion rnay be shalecl among pools of assets for projects which have
 
rnultiple properties involved prior to deterrnination of Excess Cash Flow, if the
 
Borrower has sufficient asset managelnent capacity and is able to provide specific
 
details of project needs, funding levels and an acceptable maintenance/replacernent
 
prograll. This cushion is applovecl as part of other specifìc loan terms and
 
represented in both the PHB loan approval and the subsequent loan documents. It is
 
not a calculation retroactively applied to pleviously closecl transactions.
 

See clefìnitions of Gross Revenues, Allowed Expenses, Perrnitted Loan Payments,
 
Required Reserve Contributions, Net Cash Flow ancl Excess Cash Flow under the
 
clefinitions chaptel of the Housing Development Finance Manual.
 

In summary, Cash Flow Payrnents are determined as follows: 

Gr'oss Revenues Less (Allowed Expenses Net Operating
 
Incorne
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+Required Reserve 
Contributions) 

Net Operating Less Perrnitted Loan Payments Net Cash Flow 
Incorne 

Net Cash Flow Less The greatel of 15% of Excess Cash 
Flow 

Permitted Loan Payments or 
the Cash Flow Cushion amount accolding 
to the Cash Flow Cushion Calculator, 
whichever is greater' 

PLUS any negotiated 
Priority Payments reflected in PHB 
loan clocuments. 

Excess Cash Flow Tirnes 5oo/o 
s 

Cash Flow 
Paynent 

Cash Flow Payments on EGC/CFS shall be appliecl first to accruecl interest on the 
PHB Note on the HDSL on the property, if any. After payment of any accruecl 
interest, the Project Sponsor may elect whether the Cash Flow Payrnent will be 
applied to reduce the outstancling balance of the Equity Gap Contlibution or CFS 
note or to reduce the principal balance of the Note on any outstanding HDSL. (For 
Low Income Housing Tax Credit hnancecl projects, PHB Housing Investment 
Committee (or designated loan apploval entity) rnay make exceptions regarcling 
priority of Cash Flow Payments.) 

Security/Collateral: The PHB ensures security through a recorcled instrurnent, an 
Equity Gap Contribution Agreement. The Agreement describes the amount, the 
conditions ancl the provisions of the EGC. Also, the Agreernent describes the 
conditions under which the EGC may be recapturecl in full by the PHB. There will 
be no provision for shaling project losses. The Equity Gap Contribution Agreement 
is recorded to evidence the project sponsor's obligation, although it is not a lien 
against the property. If a Project Sponsol receives an EGC only frorn the PHB, the 
PHB leserves the right to recorcl liens against the property upon clefault. A Cash 
Flow Shale note is subject to a recorded Trust Deecl ancl does constitute a lien 
against the ploperty. 

See note regarcling sizing of cash flow payment in the Ilousing Development Finance Manual (currently 
Section 3.4.F). As part o1 PI-IB's unclerwriting to deterrnine the Iìnancial need f'or public financing, the 
PHII evaluates the project's intelnal late of leturn over a lO-year periocl. (See Rate of [ì"etr.rm Guidelines, 
currently Section 3.4.I). If'a proiect's projected return exceeds the rnaximum allowable, the PFIB may 
require cither a) an increased percentage ofBxcess Cash Flow Iì'om the project or b) an iucrease in the 
Minimum lnvestlleut Iìequirernent f'or the project (tenns clelìned in the rnanual). 

Exhibit A 
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I\OI{.PROFIT FACILITY GRAI{TS
 
PURPOSE 

Non-Plofit Comtnunity Facility Grants are clesigned to provide clirect financial assistance in the 
fonn of conditional grants to Eligible Non-Profit Organi'zations for the acquisition ancl/or 
rehabilitation or construction of community facilities providing services to targetecl populations. 
Eligible projects must offer services to primarily 1ow-income resiclents or serve designated low
income neighborhoods in the City of Portland. This tool includes a predevelopment option that 
will advance funds to non-profits that require assistance in the project feasibility, site control, 
development consulting and project planning phases, prior to a clevelopment application. 

DESCRIPTION 

The Non-Profìt Community Facility Grant provides predevelopment fbncls or construction and/or 
bridge financing that partially or fully converts to term ("pelmanent") financing. The Non-Profit 
Facility grant may be usecl in conjunction with other public and private f,rnancing sources or as 

the sole source of f,tnancing to cover capital costs associated with providing space for delivery of 
services to the identified population. 

The following summary outlines the general characteristics. A more detailed description of 
financing terms for the Non-Profit Community Facility Grant is outlined in the Specific 
Guiclelines portion of this section. 

SOURCE OF FUNDS & LEGAL COMPLIANCE 

Funding fbl this loan may be through tax increment hnancing (TIF), city or fecleral funcls. 
Borrower shall comply with any ancl all restrictions related to the funding source. For example, 
TIF funds must be used for infrastructure and physical implovements (inclucling tenant 
improvements) of real estate projects within an Ulban Renewal Area. Federal and city funds 
also have restrictions and obligations. 

Pre-Development Financin g: 

Maximum Financing: Up to fN25,000 

Interest Rate: Not Applicable. Nonnally funclecl as a conclitional grant. 

Term: Up to 24 rnonths 

Construction/ Briclqe ancl Permanent Financing:
 

Maximum Financing Amount: Up to $100,000
 

Exhibit A 
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Intelest Rate:	 Not Applicable. Norrnally funcled as a conclitional grant 
unless project's revenue will be sufficient to consistently 
meet a 1.1 DCR after funding operating expenses and 
replacenent reserves. 

Tenn:	 Maximum conclitional grant period is seven years fi'om 
funding in order to stay within the change in use conclition 
of the grant. 

COF{TACTS 

Applicants may contact the Housing Development Finance Manager at (503) 823-2315. 

MINIMUM QUALIFICATIONS 

1. 	 Property must be owned by an Eligible Non-Profit Organization or
 
be leased by the Eligible Non-Profit Organization for a minimum
 
period often years.
 

2. 	 Property must be usecl to provicle services to primarily Low- or
 
Moclerate Income residents of the City of Portland or to serve
 
Low-Income neighborhoods in the City of Portland.
 

SPECIFIC GUIDELINES 

Eligible Project Sponsors: An organization may be eligible if the following minimum criteria 
are lnet: 

1. The organization must be an Eligible Non-Profit Organization, which may inclucle a
 
public goverrurental agency.
 

2. The purpose of the tax-exernpt organizatiou rnust be to provicle cornmunity education,
 
social, health services or special needs housing to Portland resiclents. The organìzation
 
cannot be incorporated primarily for religious pul'poses.
 

3. The organization must show compliance with local, state and federal regulations when
 
applicable.
 

4. The organization rnust be able to clemonstrate that it has the management and fiscal 
capacity to operate the facility, or if applicable, any entity createcl must clemonstrate 
adequate management and fiscal capacity to operate the facility. 
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Eligible Projects: A project is eligible f-or these funds if the lbllowing minimum criteria ale nrct: 

L 	The services provided at the completecl facility must benefit a) principally Low and/or
 
Moderate-incorne individuals or families, or b) serve a designated Low-Income
 
neighborhoocl. Incorne guiclelines are based on 80% or less of median incorne for the
 
Poftland area.
 

2.	 The project site must be located within the bounclaries of the City of Portland. 

J.	 The sponsoring non-profìt organization must have satisfactory control of the project site,
 
at the time of application, and for a reasonable cluration thereafter.
 

4.	 The project must demonstrate fiscal feasibility using PHB's underwriting criteria. 

5.	 A project may inclucle housing units only if they are proviciecl prirnarily for temporary or
 
limited stay occupancies which are not typical of residential rental properties (i.e. shelter
 
facilities) and are not fundable uncler traclitional income properly programs.
 

Elieible Costs: 

Eligible costs that rnay be covered uncler this program include: 

1. 	Predevelopment Costs: 

A. Predevelopment planning studies to cletermine the feasibility of the project, the neecls of
 
the organization, or project nanagernent,
 

B. Costs associatecl with the acquisition of a ptoperty, except for the actual purchase
 
fundiug, where the non-profit sponsor intencls to construct or rehabilitate a building for'
 
eligible uses.
 

C. Professional services related to project clesign and management. These may inclucle
 
architectural, engineering, environmental studies, or construction management services.
 

D. Professional services for development consulting are eligible and will be evaluated for
 
consistency with the project. Developer's fees paid during the pre-development period
 
will be netted frorn the total developer's fee at the time of conversion to a clevelopment
 
loan.
 

2. 	Development Costs: In acldition to the above mentionecl items, other eligible costs include: 

A. Direct ancl indirect costs associatecl with the construction of a new facility that will enable
 
the agency to offer its services more effectively and/ol provicle for the special needs of
 
the user population.
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B. Direct and ir-rdirect costs associatecl with the lehabilitation of an existing fàcility which
 
will protect the immediate health ancl safèty of tlie fàcility's users, bling the facility into
 
cotnpliance with city codes, provide energy effìciency, or enable the agenoy to offer its
 
services in a more effective fiìanncr.
 

C, Direct ancl indirect costs associatecl with the purchase of a property ftrr the purposes of
 
rehabilitation or new construction.
 

InelÍgible Costs: Pre-Development or Development Financing will not pay costs associated with 
staff, equipment and furnishings, operations, or any activity that has the primary purpose of 
organizalional capacity building, such as tlaining or organizational planning. 

Maximum Financing Amount: 

1. Predevelopment Financing: Plojects may be eligible for pre-development financing of up
 
to $25,000 or the cost of eligible ple-clevelopment activities, whichever is less. This
 
ftnancing will be funded by the PHB, or a third party source, up to the maxirnum
 
financing arnount,
 

2, Construction/ Btjdqe and Permanent Financinq: The Cornmunity Facility Grant Program
 
has a rnaximutn financing atnount of fì100,000 or 98o/o of the developrnent cost,
 
whichever is less.
 

Financing Term: 

1. Prede)¡elopment Financinq: Financing tenns will be up to 24 rnonths, or close of
 
construction financing, whichever is less. If the proposed development does not proceed,
 
the predevelopment loan can be repaid through a repaynent plan, depending on the
 
borowet's ability to lepay. After these resources are utilized, PFIB may considel
 
forgiveness of its portion. However, at minimum the project spousor will be requirecl to
 
deliver to PHB all documents, studies, working papers or other elements of work product
 
developecl, in whole or in part, with the use of predevelopment loan funds. PHB may
 
require the funds to be repaid and forgiveness should not be assumed by any project
 
spollsol'.
 

2. Construction/ Briclge and Permanent Financing: The maximum financing tenn is seven
 
years, or the tetm of the lease, which ever is less (minirnum ten-year lease terrn). This
 
term is imposecl in order to stay within the change in use condition of the grant.
 

Repayment Term: 

Repayment terurs will be detennined upon unclerwriting ancl will be structuled to match the cash 
flow frorn the project. Norrnally the financing will be structured as a conditional grant because 
most projects' revenue will only fund operating expenses and rcplacement reserves. 
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1. Conditional Grant: If the project's revenue will only fund operating oosts and 
replacement reserves, the fìnancing is structurecl as a conditional glant. ln that case, there 
is a repayrnent obligation only from a 50% portion of Excess Cash Flow in accordance 
with the Equity Gap Contribution or Cash Flow Share provisions clescribed in Section 
3.2.8. ln addition, the grantee may not change the use or plannecl use of the property 
fi'orn that for which the acquisition or improvement was made without approval from the 
PHB, This restriction remains for a periocl of seven years fi'om the funcling of the grant. 

2. Intelest Bealing Loan: Occasionally a project's revenue will be sufficient to consistently 
tneet a 1.1 DCR after funding operating expenses and replacernent reserves. In this case, 
the financing is structured as a loan with an interest rate not to exceed 3o/o, and a loan 
tenn that does not exceed 30 years. The loan will also require PHB approval for a change 
in use from that for which the acquisition or improvement was macle. This restriction 
rernains for a periocl of seven years from the funding of the loan. 

Preclevelopment Financinq: Repayment terms will be detennined upon underwriting and will 
be structured to match the cash flow of the project. Principal and interest will accrue until loan 
repayment. 

Construction/ Bridge and Permanent Financing: Repayment terms will be determined upon 
underwriting ancl will be structurecl to match the cash flow of the project. 

Security: Security for financing will be cleterminecl on an indiviclual basis. If the proposecl 
development does not ploceed, the preclevelopment loan can be repaid through a repayment plan, 
depencling on the bonower's ability to repay. After these l'esources are utilized, PHB may 
consider forgiveness of its portion. However, at minirnum the project sponsor will be required to 
deliver to PHB all clocuments, studies, wolking papers or other elements of work product 
clevelopecl, in whole or in part, with the use of preclevelopment loan funcls. PHB may requile the 
funds to be repaid and forgiveness shoulcl not be assumed by any project sponsor. 

Change in Use: Projects may not change the use fi'om that for which the acquisition or 
improvement was rnade fbr a periocl of seven years without approval. 

FIOW TO ACCESS FUNDS 

1. Intake: Applicants may contact the Housing Development Finance Managel at (503) 823
2375. Upon rnaking this initial contact ancl pre-screening application, PHB will rneet with the 
applicant to discuss the potential project's eligibility, and the possible financing structures for 
the loan. Given the broacl range of possible community faoility projects, this rneeting will be 
important in cleterrnining the inclividual needs and challenges related to the applicant's 
projeot. I(ey unclerwriting criteria fol the project will be highlighted in this meeting. 
Followirig the pre-application meeting the eligible inquiring project spollsor may make a 

formal application for pre-cleveloprnent or development fìnancing. 
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2. Underwriting: Following the initial intake screening, applicants may subrnit a f-orrnal 
application which should include any relevant financial or real estate due diligence. This 
information will be used to unclerwrite the proposed project. 

The three partner organizations will review the application to evaluate the following: 

A. Pre-Developrnent Financing: Pre-Development financing will be evaluated based on 
project consistency with city suppolt services-relatecl policy ancl furancial feasibility. The 
applicant must demonstrate the capacity of the ploposed development team before the 
loan closes. 

B, Development Financing: Developrnent fìnancing will be underwritten and funding 
clecisions made on the basis of three broacl criteria: public benefit, financial feasibility, 
and the capacity of the developrnent team under contract. 

3. Financing Approval: Projects selectecl to receive funcling will receive a "Reservation of 
Funds" letter frorn PHB. This letter will stipulate a periocl of tirne and necessary conclitions 
to be fulfillecl by the applicant during that period. These conditions can take the form of 
commitments from other lenders, review of project plans, environmental leviews, progress in 
financial or operational structuring, or any other conclitions deemed necessary by the PHB. 

Upon fulfilhnent of those conclitions, the project will go to the PFIB Housing Investment 
Committee and leceive a fonnal letter of "Cornmitrnent." Any new conditions, or remaining 
conclitions, not completely lesolved during the reservation periocl will then be addressed 
plior to closing. 

4. Loan Closing: Predevelopment and Construction/Pennanent Financing will be closecl 
through the PHB. 

5. Notice to Proceed: Following financing closing a "Notice to Proceecl" will be issued and the 
project rnay begin construction. Financing disbursements will be progress payments made on 
a rnonthly basis. Pre-Development Financing will follow this sarne general process without 
the "Notice to Proceed" provision. 
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HOUSING DEVELOPMENT 
SUBORDINATE LOAN I FOR SALE
 
PROJECTS 

PURPOSE 

The For Sale Housing Development Suborclinate Loan (FSHDSL) is a subordinate loan 
that provides public fìnancing to fund development costs for new for sale Residential and 
Mixed-Use Projects that provicle public benefits. The FSHDSL is intencled to fund the 
difference between the projected project costs and available sources of construction 
financing to the extent the loan is supportable fi'om residential unit sales and parking and 
cormnercial unit sale or lease. 

DESCRIPTION 

The FSHDSL provides construction and/or blidge hnancing. This loan has lower interest 
rates ancl generous tenns in orcler to make projects that plovicle public benefits feasible 
ancl clevelopable. The FSHDSL is designed to work in conjunction with other public ancl 
private financing sources, 

The following summaly outlines the general charactedstics available to Project Sponsors 
within the construction, bridge and permanent loan period. A more detailed description 
of loan tenns, specifìc to the FSHDSL, is outlinecl in the Specific Guidelines section 
below. In addition, all FSHDSL loans ale subject to PHB's general guidelines as 

outlined in the Housing Development Finance Manual.6 

SOURCE OF FUNDS & LEGAL COMPLIANCE 

Funding for this loan may be through tax inclement financing (TIF), city or fèderal funds. 
Borrower shall comply with any and all restrictions relatecl to the funding source. For 
example, TIF funcls must be used for infrastructure ancl physical improvements (including 
tenant improvements) of real estate projects within an Urban Renewal Area. Federal and 
city funds also have restrictions and obligations. 

CONSTRUCTION PERIOD: 

t' PI-IB will coutiuue to use the Ilousing Development Finance Manual that was createcl at the Portlancl Development 
Commission. PLIB will review and revise the manual as ltecessarv. 
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Maximum Amount: Up to $3,000,000 
(PHB Director may appl'ove up to li2 
rnillion; Cornmissioner in Charge up to $3 
rnillion) 

Interest Rate: Minirnum 3olo 

Term: Maximum of 24 months to sellout with one 
12 month extension available 

Repayment: Refèr to Repayment Terms below 

Project Sponsors who meet the following criteria rnay be eligible to receive an FSHDSL: 

1. The Project Sponsor tnust own the subject propelty or have site control, and 

2. Other financing sources for the project, inclucling plirnaly clebt, must be maximized, 
and 

3. The Minirnum Investment Requirement must be met (see Section 3.4.F of the 
rnanual). 

PHB funds are limited. PHB may not be able to provide loans to all eligible projects. 

SPECIFIC GUIDELINES 

Eligible Project Sponsors: An indiviclual, corporation, partnership, sponsor or a joint 
venture that has ownership or site control of a property rnay apply for an FSHDSL. 

Eligible Projects: A project providing fbr sale housing that f.urthers the goals and 
objectives in Pottland's Comprehensive Housing Plan, Consoliclated Plan, Urban 
Renewal Area plans or other applicable policy directives is eligible for an FSHDSL. 

Interest Rates: Interest rate during the construction or briclge loan periocls is a rninirnurn 
of 3o/o. In cases where the PHB is providing apoltion of the loan funcls through a credit 
facility with a plivate lencler, the Ploject Sponsor rnay receive an interest rate based on 
PHB's cost of funcls and/or the ability of the project to repay debt. 

Loan Term: 

(1) Construction Loans carry a maxirnum 24-month term, with one 12 month 
extensiott available. Construction interest rnay be paid concurrently with unit 
sales or at the encl of the construction loan periocl, subject to underwriting. 
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(2) Bridee Loans carry a lraximum l S-month term, which is not renewable. Interest 
repayment scheclule tnay be either accorcling to agreed upon tenls, or at the 
rnaturity clate. 

Repayment Terms: FSHDSL repayment terms are structurecl to balance the goals of l) 
maximizing participating financing; ancl (2) providing for tirnely repayment of public 
funds. 

If the Project Sponsor is able to secure afforclable financing telms fol the homebuyer, in 
the forrn of low interest rates (0 - 3%) and favorable fees, a portion of the PHB loan (in 
an amount proportional to the subsidy to the homebuyer) rnay be converted to another 
procluct (e.9., a homebuyer assistance tool) or a grant, in PHB's sole discretion. 

Participating Financing: Project Sponsors must seek maxilnum participating financing 
on the best terms available. Interest rates for superior loans should be at the current 
market rate or better for the financing type. The combined loan to value ratio (LTV) for 
all senior financing should be maximizecl wherever possible. The PHB evaluates boncl
financed projects against current boncl underwriting requirements. 

Security/Collateral: An FSHDSL is secured by the subject property. Security may take 
the form of a mortgage, a cleed of trust or a participation agreement with another public 
or private lender. 
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Housing Development BRIDGE Loan 

PURPOSE 

The Housing Developrnent Bridge Loan (HDBL) is an interim subordinate loan 
that provicles public fìnancing to fund immediate costs for new or existing rental 
and Mixed-Use Projects that provide public benefits. The HDBL is intendecl to 
fund the short tenn projected project costs that rnay be needed to enable a project 
to clevelop a feasible development/rehab buclget, resolve short term financial 
obligations, cure immecliate repairs/tumovèr costs, ancl other essential financial 
needs including satisfyirig debt service obligations on a short term basis. The 
funds are not intended to be used to briclge construction or lease up periocls prior 
to the conversion of stanclard permanent financing. 

DESCRIPTION 

The HDBL plovides short tenn briclge financing that converts to term financing. 
The loan has a 0o/o to 3o/o interest rate in order to make projects that provide public 
benefi ts feasible ancl clevelopable. 

The ftrllowing summary outlines the general characteristics available to Project 
Sponsors within the bridge loan period. A more detailed description of loan 
terms, specific to the HDBL, is outlined in the Specific Guiclelines section below. 
In adclition, all HDBL loans are subject to PHB's general guiclelines as outlined in 
the Housing Developrnent Finance Manual.T 

SOURCE OF FUNDS & LEGAL COMPLIANCE 

Funding for this loan may be through tax inclement financing (TIF), city or 
fecleral funcls. Borrower shall cornply with any and all restrictions related to the 
funding source. For example, TIF funcis must be usecl for infi'astructure and 
physical implovements (including tenant improvements) of real estate projects 
within an Urban Renewal Area. Federal and city funds also have restrictions and 
obligations. 

BRIDGE PERIOD: 

Loan Maximum: Up to Si100,000 

7 I'I-IB will continue to use the Housing Developrnent Finance Manual that was createcl at the Portlancl 
I)evelopmeut Comrnission. PI-IB will review and revise the manual as necessary. 
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Interest Rate: 0o/o to 3olo interest rate 

Term: Maxirnum of l8 rnonths 

Repayment: Valies, interest if any accrues 

Debt Coverage Ratio (DCR): Minirnurn 1.10, if applicable 

Loan to Value (LTV): Not Applicable 

MINIMUM QUALIFICATIONS 

Project Sponsors who meet the following criteria rnay be eligible to receive an 
HDBL: 

1. The Project Sponsor rnust own the subject propelty or have site control. 

2. The project must be locatecl in the City of Portland. 

3. This tool is available to Eligible Non-Proht Organizations. 

PHB funds are limited. PHB may not be able to provicle loans to all eligible 
projects. 

SPECIFIC GUIDELINES 

Eligible Project Sponsors: An incliviclual, corporation, partnership, government 
agenay, sponsor or a joint venture that has ownership or site control of a rental 
property may apply for an HDBL. 

Eligible Projects: A project provicling rental housing that furthels the goals and 
objectives in Portland's Comprehensive Housing Plan, Consolidated Plan, Urban 
Renewal Area plans or other applicable policy directives is eligible for an HDBL. 

Interest Rates: Interest rates during the bridge loan period are 0o/o to a maximum 
of 3o/o. In cases where the PHB is providing a portion of the loan funds through a 
credit facility with a private lencler', the Project Sponsol may receive an interest 
rate based on PHB's cost of fuucls ancl/or the ability of the project to repay clebt. 

Loan Term: Briclge loans carry a maximum l8-month term or until the 
permanent loan funcls are available, whichever period is shorter, Briclge interest if 
applicable may be paicl rnonthly or at the encl of the bridge loan periocl, subject to 
unclerwriting. 
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Repayment Terms: HDBL repayment terms are structuled to balance the goals 
of 
(1) maxirnizing participating f-urancing; (2) assuring that the project is feasible 
over the Term of Afïordability; and (3) providing for timely repayment of public 
funcls. 

Security/Collateral: If the Project Sponsor has title to the Property, the loan rnay 
be securecl with a deed of trust or other collateral at the discretion of the PHB 
Housing Investment Committee. If the proposed cleveloprnent cloes not proceed, 
the preclevelopment loan can be repaid through a repayment plan, depending on 
the borrower's ability to repay. After these resources are utilized, PHB may 
consider forgiveness of its portion. However, at rninimum the project sponsor 
will be required to cleliver to PHB all documents, studies, working papers or other 
elements of work product developed, in whole ol in part, with the use of 
predevelopment loan funcls. PHB may require the funds to be repaid and 
forgiveness should not be assumed by any project sponsor. 

Reporting Requirements: During the peliod in which any alnount of bridge loan 
remains outstanding, a Project Sponsor must prepare and subrnit status leports 
with each clraw request or other schedule as reasonably requestecl by PHB, 
detailing the progression of the Project and use of the funds. 

Documentation: PHB and the Project Sponsor must execute a Bridge Loan 
Agreement. The Project Sponsor must submit all due diligence documents. 
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HOUSII{G PREDEVtrLOPMENT LOAN
 
PURPOSE 

Housing Preclevelopment Loans are clesigned to funcl technical ancl professional services 
necessary to explore project feasibility of rental ancl ownership housing serving Low, 
Moderate or Middle Income Households, or Mixed-Use or Mixecl Income housing 
developments which inclucle housing units meeting the aff.ordability requirements. Loan 
funcls are to funcl clevelopments that meet PHB's housing strategy objectives or other 
public benefits. 

DESCRIPTION 

The use of preclevelopment funds is limitecl to preclevelopment activities such as 

obtaining site control, initial design and financing work, environrnental evaluation and 
appraisals ale eligible. This tool is not intendecl to fund thepurchase of property, except 
for option payments to hold property. 

SOURCE OF FUNDS & LEGAL COMPLTANCE 

Funding fol this loan may be through tax increment financing (TIF), city or federal funcls. 
Borrower shall cornply with any and all restrictions related to the funding source. For 
example, TIF funds must be used for infrastructure ancl physical improvements (inclucling 
teuant improvements) of real estate projects within an Urban Renewal Area. Fecleral and 
city funds also have restrictions ancl obligations. 

The following are some general characteristics. 

Loan Amounts: Up to $1,000,000 per ploject as determinecl by specific project 
requirements subject to PHB's sole discretion ancl subject to PHB approval 

Interest Rate: Below market interest rate determined by specific project requirements 
and subject to PHB approval. 

Loan to Value (LTV): Seculity is requirecl in the fonn of PHB ownership of wolk 
product, assignment of option agreement, guarantee, and/or secured by the land uncler 
clevelopment. 

Debt Coverage Ratio (DCR): Not applicable. 

Term: 24 rnonths ol close of construction loan, whichever is earlier. 

Repayment: Loan is repaicl at construction loan closing. 

Exhibit A 



í$s '¡,&'{
 
Portland Housing Bureau Financial Assistance Guidelines 
Effective July 1 ,2010 Page 24 of 26 

MINIMUM OUALIFICATIONS 

1. The project must be located within the City of Portland. 

2. 	This tool is available to Eligible For-Profit and Non-Profit Developers. 

3. Proposed plojects include rental housing afforclable to Low Income or Moderate 
Income Flouseholcls, For-Sale Housing affolclable to households earning less than 
150% MFl, or Mixed-Use or Mixed-lncorne projects which inclucle units that meet 
the above afTordability requirements. 

4. 	Proposecl project must commit to rneeting thresholcl criteria in applicable PHB 
policies, such as the Green Building Criteria for Affordable Housing, 
Minority/Women/Emerging Small Business ancl Wolkforce Training and Hiring 
Programs. 

CONTACTS 

For more information, please contact the Housing Development Finance Manager at 
(s03) 823-237s. 

SPECIFIC GUIDELINES 

Eligible Project Sponsors: Eligible For-Proht ancl Non-Profit Organizations that are 
developing housing are eligible to apply for predeveloprnent funcls. 

Eligible Projects: Proposed projects that inclucle rental housing affordable to Low 
Income Householcls (earning at or below 60% MFI) or Moderate Income Households 
(earning at or below 80% MFI), For-Sale Housing affordable to Moderate or Midclle 
Incotne Households (earning at or below 150% MFI), or Mixecl-Use or Mixed-lncome 
projects that include units that meet the above affordability are eligible to apply for 
predevelopment funds. 

Loan Amount: : Up to $1,000,000 pel ploject as cletennined by specific project 
requirements subject to PHB's sole cliscretion and subject to PHB approval. 

Interest Rate: Below market interest rate determined by specific project requilements 
ancl subject to PHB approval. 

Repayment: The predevelopment loan is due ancl payable at the earlier of the closing of 
a PHB or other construction loan or 24 months fi'om the date of the loan. 

Security: PHB funds are secured. If the Project Sponsor has title to the property, the 
preclevelopment loan is securecl with a fir'st deecl of trust or other collateral as approved. 
lf the Project Sponsor does not have title to the property, site control in the form of an 
executecl purchase agreernent, or other evidence of site control acceptable to PHB, with a 
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periocl of tirne suffìcient to cornplete purchase fìnancing, must be executed prior to 
closing. Assigument of an existing option agreement woulcl also be viewed as security. 
PHB will require assignment of ownership rights to all precleveloprnent work tools. 

If the proposed cleveloprnent does uot proceed, the predevelopment loan can be repaid 
through a repayment plan, depencling on the borrower's ability to repay. After these 
resources are utilized, PHB tnay consider forgiveness of its portion. I{owever, at 
minitnum the project sponsor will be required to cleliver to PHB all documents, studies, 
working papers or other elements of work plocluct developecl, in whole ot in part, with 
the use of predevelopment loan funds. PHB may lequire the funds to be repaid and 
forgiveness should not be assumed by any project spollsor. 

Eligible costs: Eligible costs include, but are not limited to, the following: 

1. Obtaining site control 

2. Geo-technical studies 

3. Phase 1 environmental 

4. Topographical site survey 

5. Architectural selvices 

6. Land division 

1. Appraisal 

8. An approvecl portion of clevelopment consultant services 

9. Othel project-specific costs approved by PHB 

Reporting Requirements: During the periocl in which any amount of pledeveloprnent 
loan remains outstanding, a Project Sponsor must prepare and submit status reports 
cletailing the progression of the project to the designated PHB Construction Coordinator. 

Documentation: PHB and the Ploject Sponsor must execute a Predevelopment Loan 
Agreement. The project sponsor also must submit all clue cliligence docurnents. 

HOW TO ACCESS FUNDS 

1. lntake: The Project Sponsor contacts the Housing Development Finance Manager at 
PHB (503-823-2375). This request may also be in writing. The Manager assigns 
PHB staff to the request. Predeveloprnent applications rnay be subrnittecl anytime 
during the year. Allow two wceks for review and response after a cornpletecl 
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application/recluirecl infonnation i s submittecl. 

2.	 Application: The Project Sponsor submits an application letter cletailing the project 
and buclget to PHB. PFIB determines whether; (l) funds are available for the 
proposed project; (2) the project is consistent with urban renewal ancl city goals; and 
(3) the level of risk for the project is acceptable. If PHB approves the application, it 
proceeds towalcl a loan commitment. 

3.	 Commitment: The PHB staff works with the applicant to develop a budget, scope of 
work and schedule of aotivities that ale satisfactory. In acldition, they agree on a 

disbursement scheclule. PHB Housing Investment Con'rmittee approval required for 
all terms. 

4.	 Loan Closing: Once the PHB approves the loan, loan documents ale executed by the 
Project Sponsor and the PHB. The Project Sponsor submits any additional clue 

diligence documents relative to their loan request ancl standard corporate documents 
to PHB. 

5.	 Disbursement: Disbursements are macle upon review of invoices or other evidence of 
costs incurrecl. 

6.	 Completion: At time of repayment (after 24 months or at close of construction 
financing) all principal ancl all accruecl interest is due and payable. 
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