LOAN APPLICATION OVERVIEW

INTRODUCTION

These materials provide a combined loan application which has been designed to simplify use by borrowers applying for Risk Sharing Program loans or Elderly and/or Disabled Program loans. Both tax-exempt bond financing programs have many similarities. They are both credit enhanced by the State of Oregon, and both offer all of the cost savings of pooled bond financing.

Oregon Housing and Community Services (OHCS) staff anticipates assisting borrowers at every stage of the lending process, from the initial loan request through review and final approval. Borrower’s initial contact may be directed to the OHCS local Regional Advisors to the Department (RAD), who can assist each borrower in completing their Preliminary Loan Application. The Multifamily Housing Section completes the loan underwriting and assists the borrower in the successful completion of the bond financing.

FINANCING APPROVAL PROCESS

The borrower submits the Preliminary Loan Application to the Multifamily Housing Section Manager to review for general program requirement compliance and to assign a Loan Officer. The Loan Officer is the borrower’s single-point of contact for all OHCS funding sources through the underwriting and approval process. After construction or rehabilitation is complete, and the permanent tax-exempt bond financing is closed, Housing Programs Management will monitor the project for the term of the loan. A summary of the financing approval process is represented in the following flow chart.
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Note: The State Housing Council meets once a month. If the borrower is targeting a specific Housing Council for Loan approval, they should plan on submitting a Complete Loan Application to the Loan Officer on or before the 15th of the previous month. 

If a project is applying for 4% LIHTC funding in conjunction with tax-exempt bond financing, a 4% Low Income Housing Tax Credit (LIHTC) application is to be submitted to the Loan Officer at the same time as the Preliminary Loan Application.
Risk Sharing Only. OHCS will underwrite Risk Sharing tax-exempt bond mortgages according to procedures as approved by OHCS and HUD. Also, the commitment letter is issued after completion of the HUD-retained reviews and HUD has issued a Firm Approval Letter.
PROGRAM OVERVIEWS

Risk Sharing Loan Program (Multifamily Rental Housing)

The Risk Sharing Loan Program is a partnership between the U.S. Department of Housing and Urban Development (HUD) and Oregon Housing and Community Services (OHCS) for the credit enhancement of tax-exempt bond financing to provide permanent first mortgage financing for affordable multifamily rental housing. OHCS issues tax-exempt bonds for the Risk Sharing Loan Program within its annual allocation of private activity bond cap for the State of Oregon.

Elderly and/or Disabled Housing Loan Program

The Elderly and/or Disabled Loan Program provides below-market interest rate permanent mortgage loans by issuing tax-exempt General Obligation bonds to provide long-term financing for the development of multi-unit elderly and/or disabled housing projects. Eligible residents must be 58 years of age or older; OR, persons and their families with mental or physical impairments, who are Oregon residents.

Financing Structure – Derivatives

Effective January 2004, OHCS has the authority to use derivative financing structures. These interest rate swap structures present considerable opportunity for variation in financing structures. The following program outline reflects a traditional overview. At times, specific program guidelines will be modified to reflect the financial structuring opportunities presented with the use of derivatives.

LOAN TERMS
· Fixed rate, 30-year fully amortizing permanent mortgage. The OHCS loan must be in first lien position. A term of up to 40 years may be allowed under certain circumstances and at the sole discretion of the Department. 

· The combined construction and permanent financing term is not to exceed 42 years from the bond sale date.

· The actual interest rate is determined through the sale of tax-exempt bonds.

· OHCS will determine an estimated underwriting rate, including reasonable cushion for potential market rate prior to bond closing, 

· The permanent loan can be closed after meeting all closing requirements, including that the project has achieved a minimum debt service coverage ratio (DSCR) of 1.10:1 for 90 consecutive days or as determined by the Department.

· Generally, these tax-exempt bond financing programs do not allow for early payment (pre-payment) of loans.

· Loans are assumable by qualified borrowers, contingent on OHCS approval.

FEES

· Application Fee:  $1,500 non-refundable. Due with the submission of the Preliminary Loan Application.

· Loan Commitment Fee: Two percent (2%) of the loan amount paid when the borrower accepts the commitment letter.

· Cost of Issuance:  The lessor of 2% of the loan amount or the project’s pro-rata share of the actual cost of issuing tax-exempt bonds; whichever is less, as determined by OHCS. The Cost of Issuance fee is due at the time of the first construction draw, but no later than a date determined by OHCS. 

· Negative Arbitrage:  The project’s pro-rata share of the actual cost of Negative Arbitrage due at the time of permanent loan closing, but no later than a date determined by OHCS.

· Monitoring Fee:  There are no additional on-going Monitoring Fees associated with these programs.

ELIGIBLE BORROWERS

· Nonprofit organizations

· For Profit organizations

· Governmental entities

· Each borrower must be a single-asset entity sole purpose mortgagor. (Under certain circumstances and at the sole discretion of the Department, the single-asset entity requirement may be waived.)
· All development team members must be in good standing with OHCS (and HUD for Risk Sharing loans).

ELIGIBLE PROJECTS

· Multi-unit rental housing projects.

· Projects as described in the Minimum Architectural Requirements. 

· New construction or acquisition with rehabilitation.

· Single or multiple non-contiguous sites, if within a distance allowing efficient management.

· The mortgage must be on real estate held in fee simple, under a renewable lease of not less than 99 years or under a lease executed by a governmental agency. Under certain circumstances and at the sole discretion of the Department, a term at least 10 years beyond the end of the mortgage term may be acceptable.

· Projects financed with tax-exempt bonds (Section 142(d) of the IRS Code) must choose either:

· 20% at 50% of area median income; or

· 40% at 60% of area median income.

· It is encouraged that low-income units are equally distributed throughout the project unit types.

· Students do not qualify as low-income tenants and the project is not to be used as a hotel, motel, nursing home, sanitarium, rest home, or other transient facility.

· A maximum of one-third of the units in a housing project may be rented to households with an income level exceeding 120% of the median family income level. If the income level in any unit exceeds 120% of the median family income, OHCS requires that the project have a percentage of low-income units that is higher than the minimum percentages.  

· Incomes of all tax credit eligible residents in the housing project are required to be certified.

· During the compliance period, a new rental rate schedule must be submitted to OHCS and approved prior to any change in rental rates. As long as rents for apartment units in the project do not exceed the annual published rents from HUD and are consistent with the terms of the Loan Agreement, OHCS will not unreasonably withhold approval to the rental rates set by the borrower.

· The project is expected to operate the first year within the operating budget that was approved by the State Housing Council. At the time of loan closing, modifications to the budget may be approved at the sole discretion of the Department.

· Elderly/Disabled Only. An Assisted Living Facility (ALF) may jeopardize their status as a residential rental project if they provide continual or frequent nursing, medical or psychiatric services. Such services cause the project to not qualify as residential rental property and may not be funded with tax-exempt bond proceeds.

BOND SALES AND USE OF BOND FUNDS
· OHCS bond sales are scheduled twice a year – Spring and Fall.

· Proposed loans must be approved prior to inclusion in a specific bond sale. (Contact the Multifamily Housing Section for specific dates and requirements.)
· Loan funds will reimburse the borrower’s allowable expenses incurred on or after the “Official Action Date.” (Contact the Multifamily Housing Section for specific dates and requirements.)
· Tax-exempt bond funds are to be used for capitalizable costs and generally do not include off-site development costs, marketing, advertising, lease-up reserves, or other items which are not capitalizable.

· Tax-exempt bond funds are to be used for permanent financing. Under certain circumstances, bond proceeds may be used during the construction period.

· No more than 25% of the loan proceeds may be used directly or indirectly for the acquisition of land.

· Cost of Issuance fee may be financed by bond proceeds.

· Negative arbitrage may not be financed by bond proceeds.

· Contingency Escrow Account may not be financed by bond proceeds.

PROGRAM REQUIREMENTS
· Maximum financing is based upon 85% of appraised value or 100% of certified allowable total project costs; whichever is less.

· Minimum of 1.10:1 income to debt service coverage ratio (DSCR).

· Developer’s fees that are reasonable and equivalent to the size and complexity of the project. Fees are limited by OHCS as indicated in the Developer’s Fee Guidelines.

· Complete appraisal with a self-contained report. Appraisals ordered by the interim or participating construction lender naming the Department as an intended user will generally be accepted by OHCS. 
· Formal market analysis, completed by a disinterested third party analyst. If applying for 4% Low Income Housing Tax Credits the analyst must be approved by OHCS. A complete list of approved analysts can be found on the OHCS web site at www.oregon.gov/OHCS/HRS_LIHTC_Program.shtml. (The market analysis may be incorporated with the appraisal if the appraiser is on the list of approved analysts.)

· Environmental Review Checklist, completed and executed by both the borrower and the RAD. (Risk Sharing Only. OHCS will complete the environmental review process complying with the federal environmental requirements of 24 CFR part 58.)

· Project plans, specifications, development costs and schedule are reviewed by the OHCS architect for compliance with OHCS Architectural Design Requirements.

· Affirmative Marketing is encouraged, which consists of actions to provide information and otherwise attract eligible persons to the available housing from all racial, ethnic, and gender groups in the housing market area. OHCS will annually assess a project’s affirmative marketing program to determine the success of affirmative marketing activities. (Risk Sharing Only. HUD requires completion of an Affirmative Fair Housing Marketing Plan (HUD 935.2) and an Affirmative Marketing Certification.) Affirmative marketing activities, at a minimum, are to include:

· Ensuring that advertised vacant units include the equal housing opportunity logo or statement.

· Soliciting applications for vacant units from persons in the housing market who are least likely to apply for the housing without the benefit of special outreach efforts.

· Maintaining file records containing all marketing efforts (e.g., newspaper advertisements, file memorandums documenting phone inquiries, copies of inquiry letters and related responses, etc.). These records are to be made available to OHCS staff for inspection during normal working hours.

· The Qualified Residential Rental Project Period is established by the borrower when they notify OHCS in writing that the project has achieved 10% and 50% occupancy of the units.

· A Contingency Escrow Account equal to three percent (3%) of the loan amount is established by the borrower at permanent loan closing. This account can be released to the borrower over a three year period, based on the OHCS review of the project’s annual audited financial statement.

· A Replacement Reserve Account (minimum of $200 per unit annually for new construction or $250 for acquisition/rehabilitation) is funded by the borrower on a monthly basis in addition to the mortgage payment. Payment of the Reserve Account is included in the monthly mortgage payment coupon.

· Annual audited financial statements must be submitted to OHCS within 60 days of the project’s fiscal year end. (Risk Sharing Only. Minimum requirements are that audits must be conducted in accordance with HUD Handbook 2000.04, Consolidated Audit Guide for Audits of HUD Programs (Chapter 4 covers Insured and Co-Insured Multifamily Projects). The Consolidated Audit Guide can be downloaded at www.hudclips.org/cgi/index.cgi. OHCS may require additional project specific clarification of annual project operating information.)
· Distribution of surplus cash flow priorities after debt service (as approved by Housing Council) is restricted to annual withdrawals based on the OHCS review of the project’s annual audited financial statement.

· Risk Sharing Only. The single-asset entity must be formed, a taxpayer ID number received, and a HUD 2530 prepared for the Partnership, prior to OHCS completing the underwriting process. After Loan approval, OHCS will wait to issue the commitment letter upon receipt of HUD’s Firm Approval.

ACQUISITION/REHABILITATION REQUIREMENTS
In addition to the program and project requirements described in this application, acquisition/rehabilitation projects have the following requirements:

· Rehabilitation requires expenditures on rehabilitation within 2 years of acquisition in an amount at least equal to 15% of the amount of bond funds used to acquire the project. (At the sole discretion of the Department and under certain circumstances, an acquisition may be eligible without the requirement to complete 15% rehabilitation costs.)
· A unit-by-unit inspection, roof inspection, and Pest/Dry Rot Inspection is required by a professional third party.

· If a project has been built prior to 1978, a lead-based paint and asbestos test with a written report is required. A certified lead-based paint inspector must complete the test and prepare a written report that is submitted to OHCS prior to loan underwriting.

· If an acquisition/rehabilitation project with existing residents, an Existing Resident Survey form must be submitted.

· For properties with any existing rental housing located on the site; OHCS has adopted a tenant relocation policy. Permanent tenant displacement or relocation is strongly discouraged. Should permanent displacement or relocation occur, the borrower is to submit a Tenant Relocation form. (form provided)
DEVELOPER’S FEE GUIDELINES

OHCS acknowledges the need of borrowers to include fees which support sound development practices and help develop capacity. The developer fee includes other project “soft” costs (e.g. development consultant fees, project management fees, developer’s overhead and profit, etc.), and any developer’s fees chosen to be deferred. Development consultant fees do not include typical professional services such as architectural, engineering, accounting, legal and other similar services. OHCS has established a maximum developer fee (including consultant fees) of 15% on all projects. However, the reasonableness of fees will be evaluated based on the risk and complexity of the proposed development. The following is a general framework adopted by OHCS to determine developer’s fee reasonableness.

	Low degree of complexity

Minimal layers of funding

Project size (over 50 units)

Excellent site

Repetitive project plan

Normally 5-8% Developer Fee 


	Mid-range complexity

Average layers of funding

Project size (35-50 units)

Normally 9-12 % Developer Fee 


	High degree of complexity

Special needs population

Multiple layers of funding

Project size (1-35 units)

Normally 13-15% Developer Fee


These are guidelines. It is highly likely that a development may cross over two or all three categories. Borrowers should use these tables to support a selected developer’s fee. It is important to remember OHCS is requesting borrowers to demonstrate the reasonableness of their fees and not the minimization of fees. Other funders will have an interest in the reasonableness of developer’s fees, as the fees are considered a secondary source of contingency funding. Additional factors in determining a reasonable developer’s fee can include the borrower’s cash at risk and the cash flow projections of the project. Higher cash investments or lower cash flows are justifications for higher fees. Regardless of circumstances, fees in excess of 15% will not be allowed.

The calculation of developer’s fee, as a percentage of project cost, must net out the development fee from the total project cost. To calculate the developer’s fee, as a percentage of project cost, first deduct the developer’s fee from the total project costs. Then divide the proposed fee by the project costs less the developer’s fee.

Deferred developer’s fees will not be included in computations for the reasonableness of the proposed fee. Deferred developer’s fees are only those fees dependent on cash flow and not fees date certain or dependent on a particular event. Under no circumstances can the combined total of deferred fees and fees earned through the course of construction exceed the maximum of 15%. To be included in tax credit basis, deferred developer fees must be due and payable at a date certain generally within a time period that does not exceed 15 years.

Amounts presented in the original application regarding deferred and cash developer fees will be expected to remain as the assumptions used for the final application review and/or final cost certifications. Any changes to the assumptions must be presented to OHCS for approval prior to the final application. In other words, a project that cites a deferred developer fee in the original application will be expected to also have a similar amount of deferred developer fee at the final application review and/or final cost certifications.

Developer’s fees for acquisition and rehabilitation projects will be calculated for reasonableness on acquisition and all other costs. In general, developer’s fees will be limited as follows.

· a maximum of 5% of the acquisition cost

· fees for all other costs, including rehabilitation, will be defined by the above tables.

	For Example:

A 60 unit project with an acquisition costs of $2,000,000 and a rehabilitation budget of $1,000,000 could have the following maximum developer’s fees:

Acquisition expense $2,000,000 X 5%         =         $100,000

Rehabilitation expense $1,000,000 X 8%     =             $80,00
Total developer’s fee                                     =         $180,000


Borrowers for complex acquisitions such as expiring use projects or projects with Uniform Relocation Act (URA) requirements (see the HOME Program Description in the CFC Application) may be able to justify a higher developer’s fee due to the complexity of the transaction. In such instances, it is recommended that OHCS approval be requested and obtained prior to submission. Borrowers should contact their Regional Advisor or the Loan Officer for more information.

Changes in developer’s fees through the course of development will require the prior approval of OHCS. Any change in fees must be justified by a change of scope of the development. Borrowers failing to request prior approval are at risk of OHCS resources being recaptured.

The final determination of developer’s fee reasonableness will be made by OHCS’s Finance Committee and/or the State Housing Council in instances of grants or loans in excess of $100,000.

Disbursement of Developer’s Fees

It is also generally accepted that developer’s fees are the next available source for project cost over-runs after contingencies have been exhausted. As such, it OHCS’s policy not to expend program resources for the release of developer’s fees until the Certificate(s) of Occupancy is/are obtained (with the following possible exceptions):

· A demonstrated need for development fees in order for the project to proceed, up to 50% of the borrower’s portion of the developer's fees to be paid with OHCS resources may be released upon 50% of completion of the project. Such release will require borrowers to request disbursement in writing prior to OHCS approval. The balance of the borrower’s portion of developer’s fees to be paid with OHCS resources will not be released until there is a Certificate(s) of Occupancy. Program resources include the Housing Development Grant Program (Trust Fund), the HOME Program, the HELP Program, and the proceeds from the sale of Low Income Housing Tax Credits.

· Reasonable consultant fees may be released when a copy of a contractual agreement detailing a disbursement schedule tied to the completion of specified development mileposts is submitted for OHCS approval. Mileposts can include the completion of pre-development activities, applications, loans and equity commitments, construction, stabilized occupancy and permanent loan closings. Additionally, until there is/are Certificate(s) of Occupancy, the release of OHCS funds will require that there be a dedicated source for a 20% retainage of that portion of developer fee assigned to the consultant.

MINIMUM ARCHITECTURAL REQUIREMENTS

Sufficient information must be submitted to enable OHCS to evaluate the project’s basic architectural design. At a minimum, both new construction and rehabilitation projects must be reviewed and approved (in writing) by the OHCS architect prior to the loan proceeding through the approval process. Plans should be submitted in the original size and in all cases the drawings should be readable. When the project is a Residential Care Facility (RCF) or Assisted Living Facility (ALF), the documents must also be approved by the Oregon Licensing Plans Review Program.

When developing a project schedule, allow adequate time in the schedule to permit the detailed architectural review and adequate time for possible plan revisions. If architectural revisions are required, a follow-up review might be necessary and adequate time should be allowed to incorporate all architectural changes to the plans prior to soliciting bids or obtaining permits. Note:  Allow two (2) to four (4) weeks for plan reviews.

During the construction period, OHCS has the right of entry and free access to the project to inspect the work in progress. The borrower’s Project Architect is to make site visits at least once every two weeks and submit progress reports. The reports should include construction progress, percent of construction completion, substitutions, omissions, defects/deficiencies, variances from the approved construction documents, and any unanticipated construction conditions. In addition, the Project Architect is to provide all construction schedule updates, draw requests and minutes from all construction site meetings. Depending on the construction type, location, schedule, and/or other conditions, other details in the site visit reports and/or a different frequency of site visits may be required. OHCS may require a third-party inspector to conduct site inspections in addition to the site visits performed by the Project Architect or construction lender’s inspector.

All Change Orders are to be forwarded to OHCS for review. The forwarded Change Orders are to be signed by the contractor, Project Architect, and the borrower. Change Orders that significantly affect the design, material quality of the project or alter the costs by more than $10,000 per change and by $75,000 in aggregate require written approval by OHCS before they are implemented.

All information must be received during the underwriting process and have received a written architectural approval in order for the loan request to proceed to the approval stage. 

Projects will be reviewed and approved by OHCS architects at three main stages:

· Preliminary Plan Approval

· Final Construction Plan Approval

· Completed Construction Site Review and Approval
Preliminary Plan Approval

The following documents are required for preliminary design approval and must be submitted with the Loan application:

· Vicinity map indicating the location of the site and amenities important to the residents such as groceries, schools, parks, activities on adjacent properties (e.g. single-family dwellings, commercial retail etc.), and public transportation. Note: If appropriate, the same vicinity map required in the environmental review checklist may be used.
· Context photos showing the property and adjacent properties. Indicate on the vicinity map where the photographs were taken.

· Site design and development plan with topographic data and landscape concept (1”=40’ minimum scale). The site plan should include:

· Site contours or, at a minimum, elevations on the corners of the property and each building; and final grading including drainage away from buildings;

· Site features such as trees or ledges to be retained and areas of new plant materials; mechanical and electrical equipment such as transformers;

· All buildings with unit front entries indicated.

· Any fencing at perimeter of site and between units and buildings; trash holding areas;

· All paved surfaces and site lighting for streets, drives, parking areas and walkways, including required accessibility features.

· Building exterior elevations at 1/8”= 1’0” minimum scale that includes size of building and roof lines. It is helpful to include a portion of the site (section view) with each elevation when the site has a slope.

· Building floor plans should be 1/8”= 1’0” minimum scale and unit plan(s) 1/8”= 1’0” minimum scale and ¼”= 1’0” ideal scale. Provide typical unit plans with furniture arrangements. Unit interiors are to be designed for maximum livability and utilization of space by residents.

· Accessibility: Identify which federal, state and local codes apply to the project for accessibility requirements and indicate on all plans appropriate accessible features.

· If Acquisition/Rehabilitation: Additional information is required during underwriting and should include:

· Unit-by-unit inspection conducted by a third-party contractor acceptable to OHCS.

· Pest and Dry Rot inspection conducted by a third-party contractor acceptable to OHCS.

· Roof inspection conducted by a third-party contractor acceptable to OHCS.

· If constructed prior to 1978, an Asbestos and Lead-Based Paint Inspection.

· Written approval will be issued by the OHCS architect and must be received prior to the loan proceeding through the loan approval process.

Final Construction Plan Approval

Prior to the start of construction, the final Working Drawings, Project Manual and construction budget for the Project must be approved, in writing, by the OHCS’s Architectural Consultant and by any other governmental entity having jurisdiction over the project. The project is to be constructed and completed in a manner satisfactory to OHCS and in accordance with the plans and specifications presented to and approved. Through the course of the project construction, if OHCS determines there is an unacceptable construction condition that the borrower is unable to mitigate timely, OHCS may elect to terminate the loan commitment.

· Prior to submitting final plans to the local building department for permits, forward a copy of the final plans to OHCS for review and written approval.

· Complete working drawings (architectural, structural, mechanical, plumbing, electrical, civil, survey and landscape) and specifications manual that meet the OHCS Architectural Design Requirements.
· Plans and specifications should include responses to the OHCS architectural comments from the preliminary plan review.
Completed Construction Site Review and Approval

Prior to the permanent loan closing, the borrower is responsible for contacting the OHCS architect and coordinating a final site inspection. The final inspection should take place after the construction is complete and all Punch List items have been completed.

· After construction completion and Punch List items have been completed, the borrower is responsible for contacting the OHCS architect to schedule a final site inspection.

· The inspection will be based on OHCS approved plans and any OHCS approved change orders.

· Written approval from the OHCS architect must be obtained prior to permanent loan closing.

ARCHITECTURAL DESIGN REQUIREMENTS

Disclaimer of Liability

OHCS assumes no responsibility to make inspections during construction, and assumes no liability for construction quality or code compliance. The responsibility for the project meeting minimum health and safety standards is the responsibility of state and local jurisdictions and the project owner. Projects are expected to meet the following applicable codes:

· Oregon Structural Specialty Code (current edition);

· HUD Fair Housing Accessibility Guidelines (where applicable);

· ADA Accessibility Guidelines (where applicable);

· Uniform Federal Accessibility Standards (UFAS) (applicable to HOME and other federal funding);

· Residential Energy Code (current edition);

· Applicable local planning and building codes; and

· HUD Housing Handbook, Section 4910.1, Minimum Property Standards, 1994 Edition.
Site Context Design Objectives

· Quality Development:  The project should include a multi-dimensional approach to site-specific planning considerations which will protect the livability and investment of the public resources.

Site Design Requirements
· Buildings should be located on the site so that unit front entries are visible from the street or the parking area used by visitors and emergency vehicles.

· Locate units so that pathways from parking areas to units are direct and safe at night. Avoid pathways that pass through other residents’ outdoor space or within ten feet of ground floor dwelling unit windows.

· Orient units so that every unit receives some sunlight during the day.

· Provide adequate visual and sound buffers between units and incongruent uses on adjacent sites (e.g. industrial buildings and highways).

· Organize buildings and units so that unit fronts face unit fronts and unit backs face unit backs.

· Design vehicular traffic and parking to minimize paved surface area and to minimize noise and safety issues for residents, especially children. Design roadways to discourage vehicular speed.

· In family housing, provide one or more on-site play areas for children under six years old that are visible from as many dwelling units as possible. Avoid locations that require children to cross parking lots and/or driveways to reach play areas. Provide places for adults to sit near play areas.

· On sloped sites, minimize the use of stairs on the pathway between parking and unit entries. Use the topography wherever possible to gain level entry at different floors.

· Provide trash holding areas that are both serviceable by truck and accessible to residents. Balance convenience to residents with adequate separation from living areas to avoid odor problems. Screen dumpsters from public view.

· Provide positive drainage away from all buildings to prevent flooding if storm drainage capacity is exceeded.

· Locate plant materials to enhance the livability of the development. Use plants to reinforce the separation of individual private outdoor spaces from community areas, to buffer cars from community outdoor space and to prevent erosion and buffer noise.

· Provide lighting on site to ensure safety of cars and residents at night. Locate fixtures to avoid shining into unit windows.

· Provide a project sign during construction which identifies the project and includes the Oregon Housing and Community Services name (and logo, if possible) as one of the project funding sources. (Risk Sharing Only. The sign must identify the US Department of HUD on the sign in type size no smaller than the other funders listed.)

· Each unit must contain a living area, sleeping area, complete kitchen, and private bath. The kitchen must be equipped with a refrigerator, skink and either a cooking range and oven, or a microwave oven if the physical or mental condition of the resident makes it imprudent to provide a cooking range and traditional oven.

· Risk Sharing requires a minimum of five (5) units. Elderly/Disabled requires a minimum of two (2) units.

· Elderly/Disabled Only. Projects providing twenty-one (21) or more elderly housing units must contain a multi-purpose room large enough to seat all the residents.

Building Design Requirements

· Buildings are to be creatively designed with appropriate articulation if massing and roof line to be visually appealing and compatible with the neighborhood context.

· Building materials are to be compatible with the project’s context. Acceptable siding materials include wood and composition wood or vinyl lap siding, wood or composition wood panel siding with battens applied horizontally and/or vertically, brick, or textured concrete masonry units. Panel siding should be delineated creatively.

· Buildings sided with stucco and synthetic stucco (EIFS) siding products will not be approved for use in OHCS funded projects.

· Windows and doors in buildings using wood and composite wood siding are to be provided with wood or composition wood casement trim having a minimum width of 3 ½ inches.

· Mechanical equipment located on the roof must be screened from public view.

· Ridge vents must be provided on buildings with pitched roofs. Individual roof vents may be provided on roofs facing away from public view.

· Plumbing vents must be grouped to the maximum extent allowed by code so as to minimize roof penetrations.

· The main building entrance must be clearly delineated as an inviting focal point using forms and materials consistent with the building design.

· Provide every unit with its own exterior front door (except in apartment buildings with interior corridors) with a front porch or landing of at least 25 square feet that permits personal display and temporary placement of items being carried in and out of the unit.

· Provide a private outdoor space of at least 6 feet by 10 feet for each unit (backyard or porch) with direct physical and visual access from family living space.

· Provide privacy between individual yards or patios with a screen at least four feet deep and six feet high between private outdoor spaces. Minimize views from upper windows and balconies of one unit into the outdoor space or windows of another unit.

· Wherever possible provide each unit with its own entry path. Avoid shared entry pathways where the residents of one unit must walk across the welcome mat of their neighbors.

Unit Design Requirements
· Design common living spaces (kitchen, dining area, and living room) to accommodate the maximum number of people who might reside in the unit (e.g., a dining area in a three bedroom unit needs to be larger than the dining area in a two bedroom). Kitchens in three bedroom units need to accommodate more than one person in the space at the same time.

· Design circulation through the unit to be as efficient as possible, incorporating it into living spaces, wherever possible, without diminishing furnishability and use of rooms. (A furnishable room is one with uninterrupted walls and at least two corners, ideally three corners).

· Provide a foyer or vestibule at front door of the unit so that the dwelling unit entry is separate and distinct from common spaces.

· Provide a circulation path between bedrooms and bathrooms that does not pass through the common living area or other bedrooms. Bathrooms must not be accessed directly from common living areas, except in studio and SRO units.

· In three bedroom units provide a minimum of 1.5 bathrooms. Provide two full baths in four bedroom units. In either case at least one bathroom must have a tub. In the case of townhouse units with two or more bedrooms, provide ½ bath on the lower floor to serve the living/dining area.

· Provide elevators in buildings of three or more stories, and in buildings of two stories that serve the elderly and/or disabled where units are evenly distributed between floors.

· Provide interior and exterior storage, including the following minimum:

· Coat closet near front door.

· Linen storage near bedrooms and bathrooms.

· Interior bulk storage (50 sq. ft. for two and three bedroom units; 60 sq. ft for four bedroom units); closet space in excess of the minimum may be counted toward this requirement.
· Bedroom closets must be a minimum of 2’ x 5’.

· Where appropriate exterior bulk storage of a least 20 sq. ft. for strollers, grocery carts, children’s outdoor equipment at front door. This storage may be located at the back door if it is the primary door through which residents come and go.

· Design dwelling units to be large enough to accommodate the intended population. Draw typical furniture arrangements on plans to insure adequate function of all spaces. The following unit sizes, which do not include stairs, are minimums for functionally adequate units:

	Unit Size
	Min. Sq. Ft. Req.

	SRO
	175

	Studio
	350

	One Bedroom
	600

	Two Bedroom
	800

	Three Bedroom
	1000

	Four Bedroom
	1250

	ALF/RCF Apartments

	Studio
	300

	One Bedroom
	450


· Configure bedroom windows, doors, and heat sources so that residents can furnish every bedroom with two twin beds.

· Provide natural light in every room or activity space, such as dining areas. Kitchens and baths are exceptions. The availability of natural light to the units should be maximized, and in no case is there to be less than the requirement of the current edition of the Oregon Structural Specialty Code.

· Units are to be designed to provide an acoustically-controlled environment relative to exterior noise as well as noise from adjacent units and public spaces. Acoustic treatment must comply with the current published Oregon Structural Specialty Code. Construct common walls between apartments with double stud wall construction to minimize structure borne transmission of sound.

· In family housing provide a laundry area (at least washer and dryer hookups), wherever possible.

· Provide bathrooms with ceiling exhaust fans and kitchens with range hood exhaust fans. Connect all mechanical exhaust systems directly to the outside. Keep all points of discharge for exhaust air a minimum of 3 feet from any opening into the building.

Recycling
For acquisition and/or rehabilitation projects, OHCS will encourage borrowers to investigate recycling opportunities for replaced construction materials, appliances, landscaping debris, and any other items that have the potential to be recycled.

Quality Development Objectives
OHCS has adopted the Quality Development Objectives (QDOs) as additional site and design considerations; which are not intended to be requirements. The seven objectives were articulated by the Governor’s Community Solutions Team as a way to coordinate diverse agency plans and programs and to encourage and support high-quality development. The OHCS role in the implementation of the Quality Development Objectives is to develop and apply housing development guidelines reflective of the Objectives. These guidelines have been developed based upon site context, building and unit design context, and are as follows:

Note:  Borrowers are encouraged to use environmentally sensitive building principles and practices in the design, construction, and operation of their projects.

Site Objective #1:
To provide the correct mix of development.

Considerations:

· Does the combination of this project and the surrounding neighborhood help create a quality mix of development that addresses the economic and community goals of the community and region?

· Does this project at this site fulfill a market need for this type of housing?

· Is the project sensitive to and compatible with the neighborhood context? What strategies does the project propose which will make it fit into the existing neighborhood context?

· What are the adjacent amenities and services? Is the location of the site near amenities important to residents? Are there schools, community buildings, shopping and public transit located near the site?

· Is the slope appropriate for the tenant mix?

Site Objective #2:
To develop projects which encourage greater choices in modes of transport.

Considerations:

· Are there nearby commercial services which will allow walking?

· Is transit convenient to the site?

· Are on-site storage facilities provided for bicycles?

Site Objective #3:
To support development that helps create a proper balance between jobs and affordable housing.
Considerations:


· Is the project located near employment centers?

· Is the project located near transit lines to employment centers?

Site Objective #4:
To promote compact development which does not contribute to urban sprawl.
Considerations:


· Is the site located within the urban growth boundary?

· Is the site located near services, shopping, and transit?

· Does the location of the project take advantage of in-fill development opportunities in an appropriate manner?

Site Objective #5:

Provide the right mix of features for the tenant population.

Considerations:


· Is the site design an efficient, compact development that works? Are higher densities clustered around landscaped common areas?

· Are buildings located on the site so that unit front entries are visible from the street or parking area? Can emergency vehicles locate specific units easily?

· Do pathways from parking to units provide a direct path and are they safe at night?

· Are units oriented such that they receive some sunlight each day?

· Are adequate sound and visual barriers provided between units and incongruent uses on adjacent sites?

· Are play areas provided for children in family housing developments? Are there a range of age specific play areas? Is the play area visible from the units for parental supervision?

· Does landscaping enhance privacy for individuals and families?

Building Objective #1:
To encourage the development of buildings which protect the environment and are sustainable for the life of the loan.
Considerations:

· Is the project energy efficient?

· Can “green building” techniques be employed?

· How is storm run-off addressed? Where does it go?

Building Objective #2:
To give higher density affordable housing a friendly appearance in the eyes of neighbors and visitors.
Considerations:


· Are the size of buildings and roof lines compatible with the neighborhood context?

· Are building materials compatible with the surrounding neighborhood?

· Is mechanical equipment screened?

REHABILITATION ASSESSMENT STANDARDS

OHCS has found in recent years that construction costs, especially for rehabilitation projects, have often exceeded original estimates. The process of providing and approving additional awards, after the start of construction, is beginning to affect the Department’s funding award plans. OHCS is facing the possibility of not being able to award additional funds to projects which are over-budget on construction costs.

OHCS requires a thorough Rehabilitation Assessment for all rehabilitation project grant, loan or tax credit applications.  The Assessment must examine the following major building components and describe the work necessary to bring each building component to the level of maximum expected life span. The following rehabilitation components should be addressed in the Assessment:

· Roof and roof substructure

· Accessibility features

· Exterior walls (building envelope)

· Pest and dry rot inspection

· Insulation

· Interior spaces: appliances and structural elements

· Foundation

· Structure: basement, substructure, super structure, crawlspaces

· Electrical systems

· Plumbing systems

· Heating systems

· Site:  parking, landscaping, common areas, lighting, security

· Meet the requirements of HUD 24 CFR 5.703 (uniform physical condition standards for public housing). 

Deferred maintenance may be done as a part of a more substantial rehabilitation effort, but OHCS strongly discourages the use of tax credits solely for the purposes of addressing deferred maintenance.

A specific set of standards has not been designated to address the variation in project needs, however, OHCS requires standards for acquisition/rehabilitation projects be goal-oriented.  The goal will be to improve the property in such as way as to maximize its expected life.  As well as immediate rehabilitation, an assessment of repairs and maintenance planned over time should be included. 

OHCS may, at its discretion, complete a unit by unit inspection of developments with proposed rehabilitation to assure there is an adequate scope of work.  OHCS encourages sponsors of acquisition and rehabilitation projects to complete a replacement schedule prior to application.  Depending on the extent of rehabilitation and the condition of the project, OHCS may require an analysis of cash flow and expenditures for the depreciable portions of the project. If requested, OHCS will provide technical assistance in the completion of this analysis.
Rehabilitation Assessment Criteria
Borrowers are required to provide a Rehabilitation Assessment (RA) to OHCS for all rehabilitation and acquisition/rehabilitation projects. The RA must be in a narrative form that addresses the following major components:

· Critical repair items:  All health and safety deficiencies, or violations of Housing Quality Standards (or Uniform Physical Inspection Standards), requiring immediate remediation. 

· Two-year physical needs: Repairs, replacement and significant deferred and other maintenance items that need to be addressed within 24 months of the date of the RA.  Any necessary redesign of the project and market amenities needed to restore the property to a reasonable standard of livability should be included.  These repairs are to be included in the development budget and funded by construction-period sources of funds.

· Long term physical needs:  Repairs and replacements beyond the first two years that are required to maintain the project’s physical integrity over the next 30 years, such as major structural systems that will need replacement during that period.  These repairs are to be funded from the Replacement Reserves Account.

· Analysis of reserves for replacement:  An estimate of the initial and monthly deposit of the Replacement Reserves Account needed to fund long-term physical needs, accounting for inflation, the existing Replacement Reserves Account balance, and the expected useful life of major building systems.  This analysis should not include the cost of critical repair items, two-year physical needs or any work items that would be treated as normal maintenance or repair expense.

The following items need to be adequately completed and the sponsor should enlist the assistance of professionals as needed in preparing the RA. Sponsors should consider using an architect, general contractor, or mechanical/structural engineer, or property inspectors, all of whom should be licensed in the State of Oregon. 

· Conduct site inspections of 100% of all units (a lesser percentage may be allowed at OHCS' discretion).  

· Identify any physical deficiencies as a result of a) visual survey, b) review of pertinent documentation, and c) interviews with the property owner, management staff, tenants, community groups and government officials.

· Identify physical deficiencies, including critical repair items, two-year physical needs and long term physical needs.  These should include repair items that represent an immediate threat to health and safety and all other significant defects, deficiencies, items of deferred maintenance, and material building code violations that would limit the expected useful life of major components or systems.

· Explain how the project will meet the requirements for accessibility to persons with disabilities. Identify physical obstacles and describe methods to make the project more accessible, listing needed repair items in the rehabilitation plan.

· Prepare a rehabilitation plan, addressing all two-year and long term physical needs separately.

· Prepare a replacement reserve schedule, including an estimate of the initial and annual deposits, accounting for inflation and based on a 30-year term.

The premise for calculating the needs and capacity for the replacement reserve fund should be guided by the following:

· OHCS expects that projects are maintained at a level that is comparable with the condition at the time the project was placed in service (for new construction- at the completion of construction; for rehabilitation- at the completion of rehabilitation). Repairs and replacements must be accomplished when items are damaged or show excessive wear due to use or age, and replacements must be “as good as new” or at least up to the original quality. OHCS realizes in occupied units it may be more difficult to accomplish extensive repairs and replacements (this will be evaluated on a case-by-case basis). 

· Projects must be comparable in appearance to non-subsidized communities in the area with similar rents. Inspections are performed by OHCS as required by any program regulations and any loan regulatory documents. These inspections are intended to provide a mechanism for OHCS to address deficient findings.
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