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Program Description

The Oregon Rural Rehabilitation Loan Program (ORR) is a loan fund administered by the State of Oregon, acting by and through its Housing and Community Services Department (OHCS). ORR funds are exclusively for farmworker housing and are required to be used as leverage with other funding sources for new construction and for acquisition/rehabilitation. If the Project is also used for purposes other than farmworker housing, the cost attributable to the other purposes must be paid for from other resources.
Funds Availability

The ORR Program has a budget of approximately $900,000.00 in a revolving loan fund. The availability of funds is dependent upon the number of outstanding loans at the time of application. Due to the limited amount of funds, borrower applications are reviewed on a first-come, first-served basis. To find out about funding availability, contact the Program Manager.
Loan Terms

The maximum loan term is 10 years and OHCS may be in a first or junior lien position as long as there is 100% security for the loan as determined by OHCS. The maximum individual loan may not exceed $100,000 or 35% of the total project costs, whichever is less.  The maximum loan term is 10 years. Repayment terms may vary depending on the financial feasibility of the project.  Under certain circumstances, interest may accrue during construction but is due and payable upon conversion to permanent financing with the principal being re-amortized over the remaining term of the loan; monthly principal and interest payments shall be made over the remaining original term.
Loan Interest

The interest rate is 1% to a non-profit borrower and 3% to a for-profit borrower.  

Application and Loan Charges
A non-refundable Application Charge of $250.00 is due when the Borrower submits the Application. A 1% Loan Charge is due upon the Borrower’s written acceptance of the terms of the Commitment Letter, and payable at the time of the loan closing or 90 days after acceptance of the Commitment Letter (whichever is sooner).  The Loan Charge may be refunded at the Departments sole discretion if the loan does not close.
Eligible Borrowers

Eligible Borrowers consist of non-profit, for-profit or governmental entities that are developers of affordable farmworker housing. Borrower capacity is a funding consideration. Borrower experience as well as public purpose goals are evaluated. The Department may request that the Borrower obtain a written opinion from competent legal counsel that the Borrower is duly constituted, authorized to execute the loan documents, authorized to own and operate the proposed project, and that the Borrower has an authorized representative to sign the loan documents. 
Eligible Projects

· New construction or acquisition/rehabilitation

· Multiple homeownership (subdivisions)

· Multi-family rental housing with a minimum of two (2) units

Funds must be leveraged with other funding sources. The project must be used as farmworker housing with related support services for farmworkers.

Loan Closing/Disbursement
OHCS will close the loan at an escrow company of the Borrower’s choosing, subject to Department approval. If the security for the loan is real property, an ALTA Standard Title Insurance Policy will be required. The Borrower is responsible for all costs of closing, including but not limited to, legal costs, irregular interest charges, loan charges, tax service fees, title insurance, hazard and liability insurance, recording fees, etc. The Department will wire the loan funds to the escrow company. The escrow company will disburse loan funds to the Borrower when all Department conditions and escrow instructions have been met.

Program Requirements

Affordability Requirement:  Projects must meet the Department’s statutory affordability requirements by making an election of either 20% of the units rented to residents at 50% of area median income OR  40% of the units rented to residents at 60% of area median income. A maximum of one-third of the units may be rented to households with an income level exceeding 120% of area median income.

Homeownership Projects:  For homeownership projects (subdivision development), the household eligibility must meet the Department’s statutory requirements under the Single-Family Mortgage Program.

Environmental Requirement:  An Environmental Review Checklist must be completed by the Borrower and signed by the Program Manager.  Based upon submitted site information, the Department may require a Level I Environmental Assessment of the site.


Insurance:  The Borrowers are to provide, at a minimum, proof of liability coverage insurance equal to the loan amount, including all-risk property insurance and comprehensive general liability insurance in form, content and amount acceptable to the Department. The Department may require additional insurance coverage (such as flood insurance) as appropriate.

Monthly Progress Reports:  If funds are used during construction of the project, the Borrowers are to complete and submit Monthly Progress Reports to the Department until completion of construction. The Report should include an itemized account of the use of the funds and include copies of invoices as appropriate.

Collateral and Security

Collateral value of at least 100% is required to secure the loan. Loans are generally recourse to the property and to the borrower. Security for the loan must be clearly identified in the Application. The Department secures the loan with a Promissory Note, security instrument (trust deed or other security document), Loan Agreement and other documents as required.

Sample Loan Documents

The Department has standard loan documents that are not open to modification. Copies of sample loan documents will be forwarded to the Borrower during the underwriting process or upon request and should be reviewed by the Borrower and their legal counsel to acquaint themselves with the program obligations. Should conflicts with other funding sources arise, modifications to the loan documents and any legal costs incurred by the Department will be billed and paid by the Borrower prior to loan closing. Any requests for modifications to the standard loan documents should be discussed with the Loan Officer during underwriting.

Technical Assistance

OHCS offers the only one-stop shopping opportunity for affordable housing finance programs. OHCS staff will guide the Borrower through a dynamic underwriting and approval processes where there is an opportunity to work through important issues that may arise. For technical assistance on completing this Application, contact the Program Manager or the assigned Loan Officer.

Application Processing Overview

This overview is intended to provide Borrowers with general information about the loan application process. Contact the Program Manager or the assigned Loan Officer for technical assistance in completing the application documentation.

Once the Application and Application Charge are received by the Department, the Multifamily Housing Section Manager assigns a Loan Officer to the proposed project. The Loan Officer will contact the Borrower to discuss the program requirements as they apply to the proposed project.

When all required documentation is received and accepted by the Loan Officer, the Loan Officer prepares a written report with recommendations, and presents the funding recommendations to the Department's Finance Committee.  Loans not exceeding $100,000 may be approved by the Department.  Any loan exceeding $100,000 must be approved by the State Housing Council.  After consideration of the Loan Officer’s presentation of facts and recommendations, the Department will approve or disapprove the request; or take other appropriate action.
If the loan request is approved, a Commitment Letter is presented to the Borrower. The Borrower reviews and accepts the Department’s loan documents, signs the Commitment Letter and returns the Letter. The Loan Charge is due at the time the Borrower signs and returns the Commitment Letter, but is payable in escrow when the loan is closed. The Department’s Loan Closer completes the appropriate loan documents and forwards to the escrow company to coordinate signatures.  Loan funds will be disbursed through escrow when all closing conditions have been met.

Submission of the Application

Send the completed original Loan Application with the appropriate Application Charge to the Multifamily Housing Finance Section Manager, with a copy of the Application to the Program Manager. 


Oregon Housing and Community Services


Attn: Manager

Multifamily Housing Finance Section

725 Summer Street, Suite B


Salem, Oregon 97301-1266
Application Instructions

Read all Application information prior to completing the forms. Failure to follow these instructions or to provide the requested information may result in a rejected Application and forfeiture of the Application Charge. When completing the forms, do not alter the wording or format in any way. If an item does not apply to the project, draw a line through the space or mark it N/A (not applicable). If using a personalized computer-generated proforma format, you may attach the personalized proforma as a supplement to the Department’s required proforma formats.

( APPLICATION FORMS
	Note: The forms and proforma spreadsheets are available electronically. To complete the forms, visit the ORR Loan Program web site and select the forms to be completed.  If you have questions, contact the Multifamily Housing Section. Forms can be found at:

 www.oregon.gov/OHCS/HFS_ORRLoanApp.shtml
 


Application Checklist:  An Application Checklist is provided to assist the Borrower in completing and transmitting all of the standard required documentation (forms, spreadsheets and attachments).

Application Transmittal Form: Complete the form and attach the Application Charge payment to it.

Authorization and Acceptance Form:  Complete the form and include the Borrower’s authorized representative’s legal signature block on the original form.

Data Summary: Complete the form and include the Borrower’s authorized representative’s signature on the original.

Proposed Project Schedule: Complete the form to show the anticipated project schedule.

Explanation of  Use of ORR Funds:  Complete the form as indicated.  (Include enough detail for the reviewer to understand the full repayment plan.)
Project Summary and Development:  Complete and submit the form.

Sponsor and Team: Complete and submit the form.

Need and Market Assessment: Complete and submit the form and include verification of the market.

Financial Description: Complete and submit the form.

Non-Profit Information:  Complete the form and be sure to attach copies of the borrowing entity’s formation documents as listed on the form. Include a copy of the Borrowing Resolution that indicates the specific proposed project, the person(s) authorized to encumber the organization, the maximum amount the person(s) is authorized to encumber, and current Financial Statements. (Complete this form only if the Borrower is a non-profit organization.)

( PROFORMA SPREADSHEETS:
	Note: The forms and proforma spreadsheets are available electronically. To complete the proforma electronically, visit the ORR Loan Program web site and select the Proforma.  If you have questions, contact the Multifamily Housing Section.  The Proforma can be found at:

 www.oregon.gov/OHCS/HFS_ORRLoanApp.shtml 
 


Sources of Funding : List all prospective loans, grants, and equity the proposed project may be receiving or applying for. Be sure to include the full name of the funding sources. Include copies of commitment letters or conditional commitment letters from the sources as available. The Total Fund Sources page must match the Total Project Cost line found on the Uses of Funding page. If there is a gap in financing, submit a written plan to fill the gap.  

Uses of Funding:  

Acquisition Costs should include actual costs associated with the purchase of the site. If the property has been (or will be) donated, show the fair market value and attach verifying documentation. Off-site costs and improvements can include roads, curbs, utilities, etc.

Development Costs should include all costs incurred for preparing raw land for the construction of buildings or the rehabilitation of existing buildings. Documentation of costs may be requested during loan underwriting.

Construction Costs should include all costs involved in the construction phase of the project.  Documentation of costs may be requested during loan underwriting.

Income & Expense:  Complete the lines that are applicable. You may attach supplemental pages that describe the basis or rationale for each line item of the projected revenues. The first year budget should reflect a first full year of operation. The Median Income % column should indicate the median income the project is proposed to serve. Note: This form is not required for homeownership projects.
Utility Allowance Information:  Complete the lines that are applicable. Note: This form is not required for homeownership projects.
( SUPPLEMENTAL ATTACHMENTS:  (Attach supplemental information to application when submitting to OHCS.)
Verification of Loan Security’s Value:  Collateral value of 100% is required to secure the loan. Security for the loan must be clearly identified in the Application. An appraisal verifying value must be provided.

Entity Documents:  Forward the borrowing entity’s formation documents including: Articles of Incorporation, Bylaws, Borrowing Resolution, Registration with Secretary of State, and current Financial Statements. 
Title Report:  If land or other improved property will be used as security for the loan, forward a copy of a preliminary title report that is less than 30 days old, including copies of all the special exceptions. The Department requires a standard lender’s ALTA title policy in the amount equal to or greater than the loan amount.

Zoning Verification:  Indicate the current zoning for the proposed site. Include a copy of the zoning approval letter from the local jurisdiction indicating if the proposal is an allowable use within that zone or if a zoning change is necessary.

Letters of Commitment from Other Funding Sources: Attach copies of all other funding sources’ commitment or conditional commitment letters to the Sources of Funding page.

Verification of Insurance:  Provide proof of insurance by a company or companies acceptable to the Department. At a minimum, liability coverage equal to the loan amount and including all-risk property insurance and comprehensive general liability insurance. The Department may require additional insurance coverage (such as flood insurance). An insurance binder with the borrowing entity as the insured, the Department as the loss payee and current coverage dates must be provided prior to closing the loan. At the Department’s sole discretion, proof of current insurance coverage may be required at any time during the term of the loan. 

Level 1 Environmental Report:  At the Department’s discretion, a Level 1 Environmental Report may be required if land is used as security. (Provide if available.  May be required during loan underwriting.)
Verification of Market:  Forward a copy of any preliminary market studies or analysis completed for the proposed project. If no studies have been completed, indicate how the market need for the proposal was assessed. (Provide if available.  May be required during loan underwriting.)
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