we can underwrite a significant risk for 24 months, and hence the $2M limitation for that time period.  However, over time things happen on projects that we are unable to predict, so if we have a nominal amount of guarantee, $500,000 or less, we will be willing to apply that to a five year period, but we do not want to get beyond that.  In a similar fashion, we looked at the Construction Loan Guarantee and recognized that the whole purpose oftentimes is for the lender to meet internal underwriting criteria or risk limitation.  The program warrants that we do the full guarantee of 25% during the point of time that construction is occurring, until it reaches the Certificate of Occupancy.  Once management becomes engaged we cannot predictably assess the success of that management agent, and it is not something that we signed up to guarantee.  We think it is an incentive for the developer or bank if we drop the guarantee percentage at that point in time. So during the stabilization period we reduced it to a 20%, and once the project is stabilized and transitioning into a permanent loan, reduce the guarantee to 15%.  Our effort is that we really want to help the bank and its opportunity to finance a project and get it constructed. We do not want to take on a significant portion of the risk during the management phase until it reaches stabilization.  We tried to respond to the points that John Epstein had brought up, assessing the wherewithal of the developer, being willing to be very supportive to the nonprofit developer, but look for the for-profit developer to lend their credit to the extent feasible.  We also believe as part of the last portion, that our charge at present for the application is a nominal amount, and it really does not compensate for the required staff time.  We are requesting that Council approve an increase of the application charge from $250 to $500.
Epstein comments that the draft policy revision is great and that it embodies a lot of the things  they had talked about.  He offers the following comments/suggestions: On the Permanent Loan Guarantee, he suggests thinking about the length of the guarantee.  You can also give someone a five year guarantee that ratchets down the amount of the guarantee over that time period.  Secondly, under the statement that reads “standards that loan guarantees be securitized to the extent feasible,” Epstein proposed the loan guarantee should always be securitized.  These guarantees are shoring up permanent lenders.  There is nothing to say you can’t come back to Council if needed and ask for an exception.  In that same section -- “at a minimum a for-profit borrower shall provide personal guarantees,”  he suggests saying “and company guarantees, as applicable.”  If someone has a captive company that they own 100% they can move money back and forth between their personal statement and the company statement.  On the Construction Loan Guarantee, same comments regarding company and personal guarantees, and the same comment to the extent about securitizing the loan.  Under terms of the guarantee where you say “at C of O it will go from 25% to 20%, and at stabilized occupancy to conversion it will go to 15%,”  procedurally, in how it is written it will be hard to define when you hit stabilized occupancy on a project.  The concept is great.
Schoessler says his preference would be to terminate the guarantee when the construction was complete and at C of O, but that would not satisfy the lender or meet its loan committee’s requirements.  Epstein says the work done is a great job and excuses himself from the meeting prior to the Motion being read. 
MOTION:  Woolley moves that the Housing Council approve the Housing Development and Loan Guarantee Account Loan Guarantee Program policy and underwriting revisions as presented and amended during the 
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