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Oregon Housing and

Community Services
Additional Secured Debt Underwriting Criteria
The following are the underwriting criteria for written requests for additional secured debt from sources outside of OHCS for projects in the Portfolio:
1. Loan-to-Value (LTV) Ratio – The maximum LTV will be 85% of the appraised value. When using the favorable financing approach to 85% of appraised value, the additional debt approval request must clearly state the higher public purpose that will be realized in using this higher lender risk measure of appraised value. 

2. Equity Calculation – All funding sources will be included in the calculation of the equity of the project (LTV), including grants (i.e., HOME, HDGP, HELP). However, if the initial federal affordability period has expired, then the grant amount may be excluded from the calculation. 

3. Debt Coverage Ratio (DCR) – If the project has adequate equity, a minimum debt service coverage ratio of 1.10 to 1 is required, as determined by OHCS based on annualized expenses (see AIES database for format).

4. Use of Additional Funds – The use of the additional funds must be for the benefit of the project.  Portfolio Committee approval is required for use of funds to pay Deferred Developer Fees prior to the 15 year payment requirement, or for uses other than for the project (i.e., security for another development, Sponsor/Owner secured debt not directly related to the project, etc.). 

5. Program Compliance – The project should be in compliance with all program requirements before the Department will approve additional debt. Compliance areas to consider include, but are not limited to, deferred maintenance, tenant files, financial audit findings, OHCS mortgage payment history, etc.

6. Subordination – Upon the additional lender’s written request, a Subordination Agreement may be reviewed and/or approved by the Department. For OHCS tax-exempt bond financing, the additional lender must enter into and record a Subordination Agreement regarding the Department’s loan.

7. Portfolio Committee Review – Although not specifically required for all requests, it is highly recommended that requests are reviewed by the Portfolio Committee (or similar committee), before providing approval or denial.
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