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Introduction & Background

Mission

The mission of the Ventura County Housing Trust Fund (VCHTF) is to support more housing choices, by generating and leveraging financial resources, working in partnership with the public, private, and nonprofit sectors throughout Ventura County.  The VCHTF provides a regional solution to the insufficient supply of housing that is affordable to local workers and residents throughout Ventura County – facilitating a fundamental building block of healthy communities. 
By creating innovative partnerships and new sources of private and public revenue, the VCHTF will help to expand the supply of affordable housing for extremely low-to-moderate-income residents of Ventura County.  The VCHTF supports housing developments that enhance the quality of life and preserve the long-term affordability of housing as a community resource.  

History
High housing costs in Ventura County affect families and individuals across a broad range of income and socio-economic levels.  A housing trust fund is a tool for enhancing the affordability of housing by attracting and leveraging public and private funding sources for the creation of new housing opportunities.  The concept of the Ventura County Housing Trust Fund (VCHTF) was introduced at the First Annual Ventura County Housing Conference in 2001, as one of the tools in the toolbox of potential solutions to the deficiency of housing that is affordable to Ventura County residents. Through a review of the evaluations and comment cards from the Conference, it became clear that Ventura County residents wanted to learn more about this tool.
At a subsequent Conference, Housing Opportunities Made Easier (HOME) invited Mary Brooks, the national housing trust fund expert, to lead a workshop on housing trust funds. Once again, the response was overwhelmingly clear: housing professionals and advocates desired a housing trust fund to help create affordable housing in Ventura County. HOME conducted a detailed feasibility analysis, to see if a housing trust fund was a tool that might work in Ventura County. The results of the study indicated that a countywide housing trust fund was possible, and, at a subsequent Housing Conference, Ventura County asked HOME to proceed.  The Ventura County Housing Trust Fund (VCHTF) Subcommittee was created as a special initiative of Housing Opportunities Made Easier, a 501(c)(3) nonprofit corporation. 

Today

The Ventura County Housing Trust Fund (VCHTF) helps bridge the housing affordability gap by partnering with the private, public and non-profit sectors raising new financial resources to expand affordable housing opportunities in Ventura County.  VCHTF launched its Revolving Loan Fund in partnership with community-minded lenders to provide below-market interest rate gap, predevelopment and construction loans, and in some cases grants, to qualified Sponsors (loan applicants) of affordable housing developments.  
California voters passed Proposition 1C, which created The Housing and Emergency Shelter Trust Fund of 2006. The VCHTF applied for matching funds under the New Local Housing Trust Fund Program of Proposition 1C and was awarded a $2,000,000 grant from the California Department of Housing & Community Development in 2012.  These funds will be matched with contributions that have been committed by VCHTF partners including the County of Ventura, City of Camarillo, City of Moorpark, City of Santa Paula, City of Simi Valley, City of Thousand Oaks, and City of Ventura. 
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About the Revolving Loan Fund
Program Purpose
Established in collaboration with community lenders, private foundations, and the local jurisdictions, the VCHTF Revolving Loan Fund is designed to provide bridge financing, predevelopment and construction loans to support new housing developments which expand Ventura County’s affordable housing stock.  Loan funds will be used to support the production and acquisition/rehabilitation of affordable housing developments by experienced public, non-profit, or private developers. Loans are structured as short-term, below-market loans that are repaid from construction or permanent financing and revolve back into the Fund.  Additionally, grants maybe available in the future for the production of extremely low income units.
Developments funded by the Revolving Loan Fund provide needed housing for veterans, homeless individuals and families, transitional youth, and farm workers; as well as housing for low and moderate income individuals and families.  Housing for other clientele will be considered as funding allows.

Eligible Clientele, Housing Type, and Housing Tenure
VCHTF intends to place priority funding for developments for the following low or moderate income clientele:

· Veterans

· Homeless Individuals and families

· Youth transitioning from foster care
· Farm workers,

· And other clientele with extremely low to the moderate income.

In the event that funding remains after funding developments targeted to these clientele, or that the developments proposed for these clientele do not meet funding priorities, funds may be allocated at the discretion of the VCHTF Board of Directors to developments for other populations meeting low or moderate income requirements.

Housing types may include, among others:

· new construction -  affordable rental housing and conversion of non-residential buildings to housing

· acquisition and rehabilitation of existing residential units
· single family residential and condominium developments for first time homebuyers 

· SRO (single-occupancy room) developments

· residential portion of mixed-use developments (which have affordable rental units)

· group homes

· assisted living developments

· housing for homeless persons

· co-housing and self-help housing developments


Housing tenure may be rental or ownership, including cooperative ownership. 

Use of Funds 

Funds will be used to make short-term loans up to a maximum of 36 months for the development of new affordable housing and rehabilitation of existing units throughout Ventura County.  All assisted units must be structured with long-term affordability provisions.  The Directors contemplate making future grants to qualified applicant/developers for the construction of rental housing for extremely low-income residents.

Eligible uses include:

· Bridge loans (availability is limited; all assisted units must be structured with long-term affordability provisions.)

· Development predevelopment expenses (architecture, engineering/soils, environmental reports, financial consultants, etc.)

· Acquisition/Rehabilitation and Construction (site preparation, materials)

Loans will not be made for agency operating expenses, social services, development reserves, or land acquisition. 

Qualified Applicants
Eligible borrowers (Sponsors) include qualified nonprofits, private sector developers, public agencies, social service agencies, faith-based & other community groups, and partnerships between a private sector developer & qualified 501(c)(3), where the exempt purposes of the development are protected through legal agreements.

The VCHTF may also fund developments sponsored solely by private developers provided that: 

1. Loans to developments will only assist units within a development that serve residents meeting the affordable income requirements; 

2. Loans are not available from conventional sources to provide the needed financial assistance and the VCHTF loan does not compete with conventional lenders; and, 

3. The long-term affordability of the assisted housing is maintained through executed legal contracts, deed restrictions, covenants, and/or certifications. 

Affordability Requirements

Eligible developments must serve households that meet federal income level definitions for housing affordability, with incomes (adjusted for household size) between: 

· 0-30% of the County Area Median Income (AMI) -  extremely low-income

· 31-50% - very low-income households

· 50-80% - low-income households 

· 80-120% - moderate-income households (non-Prop.1C HCD funds),


To be funded by the VCHTF, the proposal must contain affordable housing units within the development. The VCHTF will give priority to developments with a higher percentage of affordable units or which better serve the need of the targeted clientele, and may assist developments in achieving a greater degree of affordability.  The VCHTF assistance will apply only to the affordable units serving a restricted class within each development.  

Developments must be structured so that their affordability is maintained for the longest feasible period, with the minimum standard being 30 years. Longer periods of affordability between 45-55 years are encouraged.  When using State (e.g. Prop. 1C funds) or Federal funding sources that require 55-year affordability, VCHTF loans will adhere to this affordability standard.  Applicants must agree to execute a Regulatory Agreement restricting the affordability of the development for the applicable period of time. 

Funding Availability

The VCHTF expects to have an initial $2,000,000 million in capital reserved for the Revolving Loan Fund, against which the VCHTF will receive and process eligible applications until all current funding is exhausted.  Simultaneously, the VCHTF is seeking additional capital for the Revolving Loan Fund from public and private sources.  As of January 2015, VCHTF moved to an Open funding process.  Applicants can apply anytime during the year and if funds are available applications will go through the underwriting progress.  
Selection Criteria
:

Funding Priorities
Funding decisions will be made based on evaluations of developments.  Generally, eligible developments that meet threshold requirements will receive equal funding consideration and priority.  However, funding decisions by the VCHTF may take into account geographic dispersion.  Further, the VCHTF will give priority to developments with a higher percentage of affordable units for veterans, homeless individuals and families, transitional-aged foster youth, and farm workers, or which better serve the needs of these clientele, based on location, adjunct services, etc.  

The total award by the State of California LHTFP (Proposition 1C) and the committed local matching funds, must be balanced as follows:

· At least 30% for extremely low income households;

· Less than 20% for moderate income households;

· The remaining funds shall be used for lower income households, including income categories below “low income”.

The VCHTF will also consider development readiness and any proposed accelerated loan repayment, to enable Fund monies to quickly return to the market. 

Geographic Area to Be Served
The VCHTF Revolving Loan Fund is restricted to assisting developments located within Ventura County, and it is the intention of the VCHTF to encourage developments across the entire County.  Developments located in jurisdictions that contribute to the VCHTF will receive funding preference.  Funds acquired through the State’s LHTFP (Proposition 1C Funds), may only be awarded to developments within jurisdictions which have an adopted housing element deemed in compliance by the State at the time of development  application.

The scoring process for development applications will include a line item that adds points to the overall score for developments located within Participating Jurisdictions, i.e., jurisdiction which provide financial support for the VCHTF.  While these additional points will not be sufficient for an otherwise poorly rated development to be selected over developments that meet more of the funding guidelines (and therefore have higher scores), the “Participation” points will be sufficient to ensure prioritization of developments in Participating Jurisdictions, over developments in non-participating jurisdictions that are otherwise equal in scoring based on other VCHTF Funding Criteria. 

In each instance the overriding priority for selection shall be development quality and value. However, in the event that two or more competing developments from separate participating jurisdictions have overall equal point totals, the award shall be made to the development in the participating jurisdiction which had not previously been awarded a development. Further, in the event that all participating jurisdictions have previously received at least one development award, the award shall be given to the jurisdiction experiencing the longest time period between awards.

Application Process

Applicants interested in receiving funding from the VCHTF Revolving Loan Fund must follow the application process outlined below.  All development applications will be screened and reviewed based on the Program eligibility requirements and priorities established by the VCHTF Board of Directors and VCHTF Underwriting Committee.  The VCHTF Underwriting Committee will make preliminary loan decisions, underwriting determinations and forward a formal recommendation to the Board of Directors.  VCHTF’s Board of Directors will make the final funding decision. VCHTF staff is available at (805) 330-6987 or email: Linda@VCHousingTrustFund.org to answer questions and clarify development and sponsor eligibility requirements, funding standards and development evaluation criteria.

Preliminary Application, Initial Development Review

1. Applicants may first contact VCHTF to discuss the eligibility of the development for loan funding, the development need, and the current availability of funding.

2. If the request appears to be eligible, meets the program requirements, and adequate funds are available, the applicant will be invited to submit the Preliminary Application, Initial Development Review form, along with a cover letter (pages 11-13 in this document, or contact the VCHTF office).

3. The VCHTF will conduct an initial review of the development within 30 days and notify the applicant if a formal development loan application will be considered.

Development Application

Applicants whose developments meet the threshold requirements will be invited to submit a full application along with documents and analysis required for loan underwriting.  A formal loan application will be available on-line for completion, including:

· Development description;

· Evidence of site control;

· Sponsor’s experience narrative and Development team resumes and references;

· Development pro forma that shows proposed development , proposed funding sources & uses, a 15-year cash-flow projection for rental;

· A description of the proposed construction work required for the development, if applicable;

· Environmental questionnaire provided by the participating lender(s);

· Development timeline indicating major development dates (e.g. funding application dates; local review; construction start and completion, occupancy, etc.);

· Market studies or comparables that justify the rents;

· A marketing plan, including a description of the income certification process for affordable units;

· A description of the proposed ownership and management plan;

· A description of how long-term affordability of units will be preserved, including copies of any legal documents (deed restrictions, covenants, etc.);

· Most recent audited financial statements and a current agency or firm financial statement;

· Nonprofits: Board of Directors list with a brief indication of Board Member backgrounds and experience; Private Developer: company profile;

· Corporate Resolution to Borrow;

· Articles of Incorporation and By-Laws, if a non-profit organization;
· Statement of Good Standing from the Secretary of State;

· Evidence of housing element compliance certification by the State for the jurisdiction(s) in which the development is located;
· Copies of a current (within 6 months) lender approved and recognized certified appraisals, Preliminary Title Report, environmental reports, Flood Determination Certification, rent rolls (if applicable), market studies, construction estimates, evidence of Liability Insurance and Hazard Insurance and other documentation, as appropriate for the loan type; and

· Additional documentation as may be required to evaluate the development. 
The Underwriting Committee will review and recommend to the VCHTF Board of Directors to approve or reject the loan application. The Board of Directors will attempt to make a final decision within eight weeks from the application submittal date.  If the loan is approved, a funding commitment letter will be issued and funds will be reserved for the development.  
· Loan closing documentation will be completed.

· The loan closing and funding disbursement will occur.

· Loan closing and funding disbursement procedures will vary depending on whether the loan is for predevelopment expenses or construction financing.
Eligibility

Sponsor Eligibility: Current nonprofit 501(c)(3) agency or public agency status; or private developer; or a nonprofit/private partnership legal or ownership structure of the entity. 
Site Control: Demonstration of site control through an option or purchase agreement, deed of trust or similar legal instrument. (The VCHTF recognizes issues of timeliness involved in land transactions and is willing to work with applicants to evaluate the feasibility of Revolving Loan Fund financing.)  For acquisition/rehab developments proof of site control must be demonstrated prior to award of VCHTF funding.
Land Use: Ability of the Sponsor to develop the development under current local land use regulations; 
Funding Sources:  Demonstration of committed or proposed funding sources for the development (local, state or federal government, private lenders or philanthropic);
Local Support:  Demonstration of local support for the development (such as other funding or a letter from the jurisdiction stating that the development is in compliance with their consolidated plan).
Development Affordability and Targeted Incomes: Number of units and percentage affordable; targeted income levels for extremely low, very low, low and moderate-income households.

Term of Affordability: Commitment to maintaining the affordability of the development for a minimum of 30 years.  Developments with longer affordability requirements of 45-55 years are encouraged. Developments utilizing State Proposition 1C Local Housing Trust Fund Program funds will be required to have 55-year affordability requirements.

Development Capacity: Indication of the capacity and ability of the development Sponsor and proposed Development Team to complete the development in a timely manner.
Proposed Ownership and Management Structure: Ability of the Sponsor/ownership entity to manage the asset and maintain development affordability over time.

Completion of Development Due Diligence:  Completion of development due diligence materials, as appropriate for the development stage, including but not limited to:

· Preliminary Title Report

· Appraisal 

· Phase I Environmental Report 

· Identification of barriers to development (e.g. required relocation assistance, environmental issues, etc.)

· Preliminary development estimate and proposed sources of funding

· Unusual site conditions
Loan Terms

The following general VCHTF program loan terms are currently effective but may be subject to change, depending upon funding availability and the requirements of participating lenders.
In general, the terms for VCHTF Revolving Loan Fund loans are outlined below.  The VCHTF Underwriting Committee, in consultation with its participating lenders, may at its discretion consider any exceptions or refinements to the loan terms.
Maximum Loan Amount
:
Loan amounts for bridge, predevelopment, construction, acquisition/ rehabilitation will be determined by development need, the availability of funding and requirements of participating lenders.  The minimum loan amount is $50,000.  Typically, the per-development loan is $250,000 for predevelopment and $500,000 for construction and acquisition/rehabilitation, however, no one loan will exceed $1 million dollars.
Use of Loan Proceeds: 
For predevelopment loans, development-related predevelopment expenses only (example: feasibility study, etc).  For construction loans, construction-related costs only (example: materials, hard costs, etc).  For acquisition and rehabilitation related costs only (example: property acquisition, permits, materials and hard costs, etc.) 
Loan to Value Ratio:
The VCHTF loan, in combination with other funding sources, may not exceed 100% of appraised value.

Term:
Generally up to 36 months for predevelopment and construction loans. VCHTF may consider a longer term for bridge financing, depending upon funding, not to exceed five years.
Interest Rate:
Rate will be set at time of submittal of a pre-application
.  


Repayment:
A take-out source must be identified and in most cases committed.  Under some cases the HTF may rely on a guarantee from an entity that can demonstrate significant financial strength in lieu of a committed take-out source.

Collateral/Security:
Deed of Trust, secured by real property, or other security as approved by the VCHTF Underwriting Committee.  The VCHTF may consider a loan guaranty from an entity that can demonstrate significant financial strength.  VCHTF will consider subordinating its lien position to other lenders.

Fees:
A non-refundable commitment fee of $500 is required within 15 days of the issuance of the commitment letter.  If loan is funded fee will be applied to Loan Fee.  A loan origination fee of 1% of the loan amount will be charged for all loans at closing.  The applicant will also pay a documentation fee to be set in each NOFA depending upon the loan closing requirements, potential underwriting fee, plus other out-of-pocket expenses and legal costs
.

Loan Payments:
Loans generally will have quarterly payments of interest only.  Some loans utilizing VCHTF private investment sources may have quarterly or bi-annual interest only loan payments.  Negotiated monthly loan payments will be required to be made by automatic loan debit.  No prepayment penalty will apply.
Appraisal:
Generally, the VCHTF will require a copy of current (within six months) recognized certified appraisal with a maximum loan to value ratio of 100%.    The VCHTF will require a minimum debt coverage ratio of 1.00x based on appraised net income.

Guarantors:
In some instances, the VCHTF Underwriting Committee may require loan guarantees provided by an acceptable third party.

Regulatory Agreement:
All developments receiving VCHTF funding derived from State or Federal sources must have a regulatory agreement recorded against the title to ensure the affordability of assisted units and occupancy by income-eligible households.

Loan Documents:
VCHTF loans will require an executed Promissory Note, Loan Agreement, Deed of Trust, Affordable Regulatory Agreement, and other documents appropriate to the transaction.

Documentation & Conditions:
The applicant must provide the VCHTF and participating lenders with any other documents, records and information needed and requested in order to determine whether or not to approve the loan request.  The applicant will provide the VCHTF Underwriting Committee with all appropriate development cost estimates, contracts, income/expense budgets, and financial statements as required by the VCHTF.

Equal Housing Opportunity:

All developments receiving VCHTF funding from governmental revenue sources must comply with applicable Equal Housing Opportunity laws.

Prevailing Wages and State or Federal Laws:

The VCHTF will fund loans only to sponsors/borrowers who demonstrate prior success in developing developments subject to state prevailing wages, or federal Davis-Bacon requirements, or to sponsors/borrowers who demonstrate a thorough knowledge of the requirements and the ability and commitment to comply if and as required.  Developments receiving VCHTF loans derived from local, state or federal public revenue sources will be subject to applicable state or federal laws. 
� Applicants should be aware that the Revolving Loan Fund selection criteria are subject to change as the Fund develops.


� A cash-flow projection shall be requested for rental developments.  


� Funding limits may be periodically revised based on the availability of loan funds.


� VCHTF receives funding from private banks and lenders and the cost of these funds vary.  Applicants should contact VCHTF to ascertain current funding availability and interest rates. 


� Examples of other out-of-pocket expenses may include escrow settlement fees, title recording fees, lender endorsement fees, etc., as appropriate for the development.  The applicant is also responsible for any legal fees that may be incurred due to negotiations on the loan documents.
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