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HOUSING ASSISTANCE COUNCIL 
LOAN FUND POLICIES 
(Amended May 2016) 

 

FOREWORD 
The Housing Assistance Council administers several loan funds in service of our mission to help provide 
affordable housing to the poorest of the poor in the most rural places. To this end, HAC seeks to: 
 
 Serve the underserved.  HAC’s loan funds will give priority to low-income and minority communities 

that are underserved by commercial credit and federal housing programs. 
 
 Target the highest need communities.  HAC’s loan funds will give priority support to affordable 

housing development in Appalachia, the Mississippi Delta, Indian lands, the colonias along the U.S.-
Mexico border, and other persistent poverty areas. 

 
 Empower low-income people.  HAC will fund projects and borrowers that demonstrate involvement 

by project constituents in project planning and implementation. 
 
 Facilitate access to credit.  HAC will finance sound projects sponsored by a broad range of affordable 

housing developers who because of discrimination, lack of experience, or other factors might be 
denied credit from conventional sources. 

 
 Leverage resources. HAC will encourage borrowers to leverage federal, state, local, and private funds 

to the greatest possible extent in order to broaden involvement in affordable housing and extend 
limited resources. 

 
 Provide technical assistance.  HAC will provide high quality capacity building technical assistance to 

borrowers before, during, and after a loan has been made. 
 
 Exercise sound business practices.  HAC will employ sound loan fund management practices to 

safeguard outside investments in our loan fund and HAC equity. 
 
 Promote flexible partnerships.  HAC will respond to borrower needs by exercising flexibility whenever 

possible within the parameters of sound management practices. 
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GENERAL DESCRIPTION OF HAC’S LOAN FUNDS 

Rural Housing Loan Fund (RHLF) 
The RHLF is the oldest of the HAC loan funds, having been started with an initial grant of $2,062,475 in 
1971 from the Office of Economic Opportunity (OEO). Responsibility for monitoring the administration of 
the RHLF was transferred to the Department of Housing and Urban Development (HUD) in 1975. The 
government retains a reversionary interest in the fund to the extent that HAC is unable or unwilling to 
administer the RHLF. In such an event, HUD would be required to dispose of the fund in a manner 
consistent with its original purpose. 
 
Beginning in 1986, HAC took steps to increase the lending capacity of the RHLF by obtaining loans for 
relending. These additional funds have come from a variety of charitable foundations, religious 
organizations, individuals, and government. 
 
The RHLF is a revolving loan fund which provides seed money for affordable new housing construction, 
repair and rehabilitation in rural areas. Housing produced with RHLF funds typically serves households 
earning less than 80% of the area-wide median income. Eligible uses include site acquisition, pre-
development, site development, and unit construction. HAC credit may be extended through loans, loan 
guarantees, compensating deposits, letters and lines of credit, or loan participations. Loans are typically 
for a period of one to five years and are interest bearing. Generally, borrowers must demonstrate that 
the loans can be repaid from permanent financing of the project or have other acceptable sources of 
payment. 
 

HUD Colonias Initiative Loan Fund (HCILF) 
The U.S. Department of Housing and Urban Development (HUD) awarded a $1 million HUD Colonias 
Initiative (HCI) grant to HAC in 2000 to build capacity among local non-profits and other affordable 
housing developers in colonia communities along the US-Mexico border in California, Arizona, New 
Mexico and Texas. HCI funds may be used as capacity building grants, seed money loans and for technical 
assistance and training to assist groups in developing affordable housing. The goal of HCI is to promote 
homeownership, rental opportunities, and rural development in the colonias by strengthening non-profit 
capacity, developing stronger rural networks, providing affordable housing development financing and 
leveraging additional financial resources. 
 
HAC matched the grant funds by an additional $1 million to provide $600,000 in loans, $100,000 in pass-
through grants and $300,000 in technical assistance and training. A total of $400,000 in HCI funds will be 
passed through as grants to local groups to build housing development capacity.  Funds are blended from 
HCI (no interest) and HAC’s Rural Housing Loan Fund to create flexible financing tools for colonias 
projects. Financing from the colonias loan pool is available to all groups serving colonias in Arizona, New 
Mexico, California and Texas. 
 

Intermediary Relending Program (IRP) 
The IRP was created with a $2 million loan from the old Farmers Home Administration. The first principal 
payment was made in December 1995. The fund is currently monitored by the Rural Business Service 
(RBS). 
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The IRP is a revolving fund for community and economic development in the form of both improved 
housing and increased employment in rural areas. IRP loans can be used for pre-development costs, site 
acquisition and development, rehabilitation or new construction of housing that will also create jobs in 
communities under 35,000 populations. The maximum loan amount is currently $250,000 at an interest 
rate of 5% for one year. RBS regulations stipulate that an IRP loan can be used to finance no more than 
75% of total project costs, and borrowers can have only one loan obligation from any IRP lender at any 
given time. The loan package must contain a 1940-20 Environmental Clearance form and single point of 
contact state clearinghouse review comments. The borrower must submit a letter from three banks 
stating that they will not make the loan on similar terms and conditions. 
 

Preservation Revolving Loan Fund (PRLF) 
The U.S. Department of Agriculture, Rural Housing Service awarded a $2,000,000, 1% loan, 30-year loan 
in 2005 to preserve existing USDA RHS Section 515 rural rental housing projects. PRLF proceeds provide 
short- or long-term loans (up to 30 years) to existing USDA RHS Section 515 owners or transferees for 
costs associated with the preservation, repayment and rehabilitation of USDA RHS Section 515 
properties. Standard interest rates are 4.75% for non-profit entities and 7.75% for for-profit entities. 
 

Self-Help Homeownership Opportunity Program (SHOP) 
This program was initiated in 1996 with a $13.5 million award from the U.S. Department of Housing and 
Urban Development (HUD) under the Self-Help Homeownership Opportunity Program (SHOP), which was 
created by Congress in 1996. 
 
SHOP provides zero-interest loans to non-profit local housing developers for land acquisition, 
predevelopment and site development associated with self-help housing. The fund encourages new, 
innovative homeownership opportunities through self-help and volunteer labor where the homebuyer 
family contributes a significant amount of sweat-equity towards the construction of the dwelling. For 
each local organization that produces the required number of housing units, up to 90% of its SHOP loan 
may be converted to a grant for the organization to establish its own revolving loan fund for future site 
acquisition and development or to subsidize the site cost to participating families. SHOP funds are subject 
to HUD Environmental Review regulations. 
 

Water/Waste Water Loan Fund (W/WWLF) 
The W/WWLF was established by a grant in the amount of $297,641 from CSA. The administration of the 
fund is currently monitored by the Department of Health and Human Services, Office of Community 
Services (OCS). The grant must be returned to the government on the earlier of fifty years (2034), the 
dissolution of HAC, or the failure of HAC to meet the purposes of the grant. 
 
W/WWLF funds assist rural communities in obtaining or improving potable water and sanitation services.  
W/WWLF loans are available to units of government, public utility districts, water/waste water 
associations, non-profits and other utility service organizations.  Loans from the fund may be used to 
meet pre-development requirements associated with the creation or improvement of water and 
wastewater systems including: preliminary easement and water rights purchase, legal expenses to 
establish utility districts, referendum or election expenses, bonding, interim financing of local share costs, 
acquisition of existing private systems for rehabilitation, and emergency repair. W/WWLF loans are two 
year loans with 0% interest the first year and 5% interest the second year. 
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LOAN FUND POLICIES 

The Loan Fund Policies have been adopted by the Board of Directors. Significant revisions and changes 
are reviewed and approved by action of the Executive Committee and/or the full Board of Directors. The 
Policies are intended to be used in conjunction with HAC’s Loan Fund Procedure Manual, which details 
the implementation of the policies laid out in this document. Staff will periodically review and update 
loan fund procedures, and will report such changes to the Loan Committee. 

PART I: HAC LOAN COMMITTEE 

The Loan Committee is established by the HAC Bylaws. This section describes the composition of the Loan 
Committee, its authority, and the manner in which it shall conduct its business. This section both repeats 
and supplements the provisions of the HAC Bylaws, but is not intended to conflict with the Bylaws. 
 

A. Committee Authority 
 
The Loan Committee shall have and exercise all powers of the Corporation to approve and monitor loans 
subject to these policies. The Loan Committee may make reasonable departures from the Loan Fund 
Policies. Such deviations must be reported to the Executive Committee or the Board of Directors. 
 

B. Membership 
 

1. There shall be a Loan Committee composed of a maximum of seven members of the Board of 
Directors including the Executive Director. In addition, there shall be a maximum of three 
alternate members to serve on the Loan Committee in the absence of sufficient regular members 
needed to establish a quorum. 
 

2. There shall be a minimum of four members, which may include the Executive Director, in 
attendance at any meeting to establish a quorum. 
 

3. All members of the Loan Committee (including the alternate members), except the Executive 
Director, must be elected annually at the annual meeting of the Board of Directors. 
 

4. The Committee shall, at its first meeting after January 1 each year, elect one of its members, 
other than the Executive Director, to be the Chairperson to conduct the meetings of the 
Committee, and a Vice Chairperson to act in the absence of the Chairperson. 
 

5. Vacancies in the Loan Committee occurring between annual meetings shall be filled by Executive 
Committee action. 
 

6. A member of the Committee who misses two meetings during the twelve months following his or 
her election to the Committee shall be deemed to have resigned from the Committee, unless the 
Committee decides otherwise.  
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C. Committee Meetings 
 

1. The Loan Committee shall hold at least six regular meetings each year. 
 

2. The Executive Director, upon consultation with the staff and the Loan Committee Chairperson, 
may cancel any Loan Committee meeting by notifying every Committee member of such 
cancellation in writing or by telephone. 
 

3. The Executive Director or the Chairperson of the Committee may call a special meeting of the 
Committee with written notice, by mail, fax, or electronically, at least (5) five business days prior 
to the date of the meeting. 
 

4. The Loan Committee may also act by mail or electronic mail ballot without a meeting to approve 
loans which, in the opinion of the Executive Director, require Committee consideration before 
the next Committee meeting, provided that the action is approved by unanimous written consent 
of all the Loan Committee members; or in the event one or two Loan Committee members does 
not vote, an alternate Loan Committee member votes and approves such proposed action. Each 
Committee member shall sign a mail ballot evidencing their vote which shall be retained by HAC. 

 

D. Voting 
 

1. Motions must be approved by 50% plus one of the Loan Committee members in attendance. 
 

2. Action by the Committee when a Board member is affiliated with an applicant shall be in 
conformance with HAC’s By-Laws, Article II, Section 8 which states: 
 
The Corporation shall not make personal loans under any circumstances to members of the 
Board of Directors or to officers of the Corporation. The Corporation may make loans from its 
revolving loan fund to organizations by which any of Corporation's Directors are employed or are 
otherwise affiliated, provided the following conditions are met: 

 
a. The loan is applied for in the same manner required of other loan applicants and the 

applicant is eligible to be a loan recipient; 
 

b. The loan application is reviewed using the same procedures that are regularly applied to 
other loan applications; 

 
c. The loan is approved by (1) the Loan Committee referred to in Article V, Section 2, of the 

Bylaws; or (2) the Executive Director pursuant to his/her discretion provided for in Article 
V, Section 2 of the Bylaws (as amended); 

 
d. Directors who are employed by or affiliated with the organization applying for a loan and 

are members of the Loan Committee shall absent themselves from the meeting during 
the Loan Committee's formal discussion of the loan application and shall abstain from the 
voting by the Loan Committee concerning that loan. (As necessary, the Executive 
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Director, legal counsel, or their designees may determine whether a relationship 
constitutes an “affiliation”); 

 
e. The loan is not made on terms that are more favorable than are the terms on which 

similar loans are granted to organizations which do not have employees or affiliates 
serving on the Board of this Corporation and; 

 
f. Such Directors shall take steps to assure that all Corporation Directors, officers and staff 

who consider the loan are aware, prior to consideration of the loan, of the Director's 
duality of interest concerning the loan. 

 
3. Committee actions on motions in which a Board member is affiliated with an applicant/borrower 

require Committee approval of 75% of those members voting. 

PART II: LOAN APPROVAL AUTHORITY 

A. The Loan Committee shall have and exercise all powers of the Corporation to approve and 
monitor loans subject to these policies. In making decisions on a loan application, the Loan 
Committee shall consider the financial performance of the applicant, the applicant’s capacity to 
implement the proposed project, the financial and programmatic feasibility of the project, and 
the risk to HAC of making the proposed loan. The Committee’s consideration of a loan application 
will rely on information compiled by staff and presented to the Committee by means of oral 
reports, standard report forms, and other written materials as needed. 
 

B. The Executive Director has discretionary authority to approve and make loans of up to $100,000 
per loan without review or prior approval of the Loan Committee between meetings and to take 
other action with regard to servicing loans to protect the assets of the Loan Funds which he 
deems necessary to further the purposes of the Loan Funds and protect the assets of the 
Corporation. Loan Commitments by the Executive Director shall be otherwise in conformity with 
the requirements for loans as stated in these guidelines. Loans made by the Executive Director 
shall be reported to the Loan Committee at the first meeting held following the making of the 
loan. The Executive Director is authorized to make more than one discretionary loan to the same 
borrower so long as the previous loan has been ratified by the Loan Committee. 

PART III: STANDARD ELIGIBILITY, LOAN LIMITS, RATES, TERMS AND 
CONDITIONS 

A. Nondiscrimination 
 
All loans shall be subject to agreements by the borrower that they shall not discriminate in the proposed 
project on the basis of race, religion, national origin, age, sex, sexual orientation, marital status, source of 
income, economic status or creed and that the project will be planned and administered in full 
compliance with federal, state and local laws relating to fair housing, equal opportunity and citizen 
participation. 
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B. Eligible Borrowers 
 
Eligible Borrowers are nonprofit organizations, public entities, partnerships, and for-profit entities. Some 
HAC loan pools or loan products may have eligibility limitations or additions; these shall be approved by 
the Loan Committee, and are indicated in the Loan Fund Procedure Manual. 
 

C. Eligible Uses 
 
Eligible Uses are hard and soft costs associated with affordable housing development, including: 
predevelopment, land acquisition, site development, unit rehabilitation and construction, working capital, 
and equity capital. 
 
Financing for these uses may take the form of loans, loan guarantees, letters of credit, lines of credit, 
compensating deposits, and, as specifically approved by the Board of Directors, grants.  Some HAC loan 
pools or loan products may have use limitations or additions; these shall be approved by the Loan 
Committee, and are indicated in the Loan Fund Procedure Manual. 
 

D. New Loan Products 
 
The Loan Committee may approve new loan products that conform in all material respects with these 
policies. New loan products that deviate materially from these policies must be approved by the Board of 
Directors. The Loan Committee shall determine what constitutes a material deviation. 
 

E. Eligible Projects 
 

1. Location. 
Unless otherwise dictated by funding sources, loan funds shall serve rural areas and towns 
with populations of 35,000 or less, and all areas approved for lending by the Rural Housing 
Service of the USDA. Loans to projects in towns of greater population, which are rural in 
character, will also be considered as funds permit. Projects serving small, remote 
communities will receive priority. 

2. Incomes Served. 
a. Projects serving low- and very low-income persons will receive priority. Low-income is 

defined as at or below 80% of the area-wide (county) median income; very-low income is 
defined as at or below 50% of the area-wide median; both as determined by the U.S. 
Department of Housing & Urban Development. 
 

b. A project shall be determined eligible if at least 51% of the resulting housing units will be 
affordable to low- or very-low income people. Loan funds may not be used to finance 
housing units that serve people above 115% of the area-wide median income 
(“moderate” income). 
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c. Exceptions to this policy may be approved by the Loan Committee in cases where 
projects make an exceptional contribution to economic development or will specifically 
target underserved communities. 

 

F. Loan Limits 
 

1. The Loan Committee shall not approve loans to any one borrower in excess of 10% of non-SHOP 
loan fund assets at the time an application is considered. SHOP loan limits shall be set by the Loan 
Committee each funding round based on funds available. 
 

2. The Loan Committee may impose maximum loan amounts for any loan product or loan fund as 
warranted. 
 

G. Standard Rates, Fees and Terms for Approved Loans 
 
The Loan Committee shall have the authority to set interest rates, fees, and terms. In cases where the 
rates and fees are set by formula, the Executive Director may authorize a change in rates and fees 
pursuant to the formula. Some HAC loan pools or loan products may have nonstandard interest rates, 
fees, or terms; these shall be approved by the Loan Committee, and are indicated in the Loan Fund 
Procedure Manual. 
 

1. Interest Rate 
a. The standard interest rate shall be 3% over the weighted cost of debt investments. The 

resulting figure shall be rounded to the nearest quarter percent. 
b. The standard interest rate charged for-profit entities shall be 6% over the weighted cost of 

debt investments. The resulting figure shall be rounded to the nearest quarter percent. 

 

2. Service Fee 
The standard service fee will be 1% of the loan commitment. 

 

3. Extension Fee 
The standard fee to extend or renew existing loans shall be 1% of the outstanding loan amount. 

 

4. Term 
Loans shall be made for an initial period of not more than five years. 

 

5. Loan Loss Reserves 
The Loan Committee shall assess an appropriate loan loss reserve upon approval of a loan 
commitment.  The standard initial loss reserve will depend upon the risk associated with each 
loan, and will be assigned according to the risk classification system in the Loan Fund Procedures. 
The Loan Fund Director may approve changes to a loan’s loss reserve allocation at any time 
during the life of a loan. 
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6. Security 
HAC loans shall be protected by the best security available, preferably mortgages (or deeds of 
trust) on real estate whenever possible. 

 

H. Standard Conditions 
 
The Loan Committee is authorized to establish standard conditions for all HAC loans. Standard loan 
conditions are enumerated in the Loan Fund Procedure Manual. Disbursements of approved loans shall 
not be made until any and all conditions have been met and all appropriate legal documents signed and 
executed. The Executive Director may approve a waiver of any loan condition as long as the waiver does 
not materially impact the approved security or repayment of the loan. 
 

I. Loan Fund Capitalization 
 
The Executive Director is authorized to negotiate for funds to capitalize HAC’s loan fund. The interest rate 
of borrowed funds must be at a minimum of 2% below HAC’s interest rate then in effect, except that if 
the loan fund is insufficiently liquid to fund approved loans, or has insufficient capital with which to 
consider additional applications. In such cases, the Executive Director is empowered to borrow funds 
from commercial or other sources, assuming that the cost of borrowed funds does not exceed two 
hundred basis points over HAC’s then current interest rate. Any such action shall be reported to the Loan 
Committee at its next meeting. 

PART IV: LOAN COMMITMENTS 

A. Level and Source of Funding for Loan Commitments 
 

1. Under no circumstances will the Loan Committee commit HAC operating funds for making loans. 
 

2. The Loan Committee shall have the authority to determine how to calculate funds available to 
lend. 
 

B. Loan Commitment Cancellations, Reductions, Reinstatements, and Extensions 
 

1. The term of initial loan commitments shall be set by staff as appropriate for each loan.  The 
proposed commitment period shall be reported in each Loan Summary. The Executive Director 
may, at his or her discretion, extend commitments up to 365 days. Requests for commitment 
extensions beyond this period shall be brought before the Loan Committee for consideration. 
 

2. The Executive Director may cancel or reduce loan commitments in the following circumstances: 
a. The Borrower has informed HAC in writing that they will not use the loan commitments. 
b. Staff determines that the Borrower will not or has not met loan required conditions at 

the time the commitment expires. 
 

3. The Executive Director may approve the reinstatement of a cancelled loan commitment. 
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4. The Executive Director, at his or her discretion, may impose a fee associated with any loan 

commitment extension. Such a fee shall not exceed 1% of the total loan commitment. 
 

C. Changes to Existing Loan Commitments 
 

1. The Loan Committee must approve requests that a loan commitment be transferred to another 
entity. 
 

2. The Executive Director may approve changes in the site, use, or security of loans after a loan 
commitment has been made in cases where the resulting project is substantially similar to that 
approved by the Loan Committee. All other changes in site, use, or security of loans must be 
approved by the Loan Committee. 
 

3. The Executive Director may approve loan increases providing the increased amount is within his 
or her discretionary lending authority. Such increases shall be reported to the Loan Committee at 
the next meeting. 

PART V: LOAN PORTFOLIO SERVICING 

A. Portfolio Review 
 
Staff shall conduct periodic reviews of all loans in HAC’s portfolio. Such reviews shall include analyses of 
repayment potential, status of security, and updates of units produced. Major findings from these 
reviews will be presented to the Loan Committee. 
 

B. Changes to Loans after Closing 
 

1. The Executive Director may approve changes in the site, use, or security of loans after a Loan has 
closed in cases where the project is substantially similar to that approved by the Loan Committee. 
All other changes in site, use, or security of loans must be approved by the Loan Committee. 
 

2. The Executive Director may approve loan increases providing the increase amount is within his or 
her discretionary authority. Such increases must be reported to the Loan Committee at the next 
meeting. Otherwise loan increases must be presented to the Loan Committee for approval. 
 

3. The Executive Director may extend loans up to 365 days beyond the original maturity date of the 
loan. Any loan extensions approved by the Executive Director must be reported to the Loan 
Committee at the next meeting. Extensions or other changes in the terms of the due date of a 
loan, beyond the Executive Director’s authority, must be approved by the Loan Committee. 
 

4. Staff is authorized to develop workout plans with borrowers that may result in changes to the 
due date, interest rate, or other terms of the loan. Such changes must be approved by the Loan 
Committee. 
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C. Delinquent Loans 
 
A loan is considered delinquent if:  

1. The scheduled payment (principal and/or interest) is more than 90 or more days late; or 
 

2. The debt obligation amount due (principal and/or interest) at the loan maturity date is more than 
90 or more days late.  
 

Delinquent loans shall be reported to the Loan Committee. 
 

D. Default 
 
The Executive Director is authorized to declare loans in default pursuant to HAC’s standard loan 
documents. All declarations of default shall be reported to the Loan Committee. 
 

E. Foreclosure & Land Reconveyance 
 
Once default has been declared, the Loan Committee is authorized to pursue all remedies available under 
HAC loan documents, including foreclosure, with the goal of recovering outstanding principal, accrued 
interest, fees, and HAC expenses. The following guidelines apply: 
 

1. For loans that are not secured by real estate or other recoverable assets, the Loan Committee 
may authorize staff to seek a default judgment against the borrower. 
 

2. The Executive Director may accept a deed in lieu of foreclosure where it is determined that the 
current market value of the reconveyed property would be approximately equal to the amount 
which could be recovered through foreclosure. Prior to HAC accepting a deed in lieu of 
foreclosure, HAC shall seek an agreement with the land owner to indemnify HAC against 
environmental liability. 

 

F. Property Disposition 
 

1. The Loan Committee is authorized to dispose of property held in HAC’s land portfolio, with the 
goal of recovering outstanding principal, accrued interest, fees, and HAC expenses. 
 

2. The Executive Director is authorized, without prior Loan Committee approval, to dispose of real 
property for an amount lower than the book value, if the difference between the sales price and 
the book value is less than the lesser of 20% of book value or $20,000. 
 

3. The status of each property in the Land Portfolio shall be reported to the Loan Committee 
quarterly. 
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G. Losses 
 
The Loan Committee is authorized to write off outstanding principal and accrued interest when due 
diligence has determined that such funds are unrecoverable. 
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APPENDICES 
Appendices are for reference purposes only, and are not a formal part of the policies. The purpose of the 
appendices is to allow the Loan Committee oversight of certain important issues that nevertheless aren’t 
significant enough to require Board approval should they need to be changed. 
 
The following appendices are attached to the Loan Fund Policies: 

Appendix A: Standard Loan Conditions 

Appendix B: Standard SHOP Loan Conditions 

HAC Loan Product Descriptions 



POLICY RECOMMENDATION 
~ CONCENTRATION OF RISK – PRLF LOANS 

August 5, 2016 

 
BACKGROUND 
HAC’s auditor noted that HAC’s loan portfolio had several borrowers with multiple loans that led him to 
inquire about HAC’s policy on the concentration of risk to any one borrower. 
 
HAC’s current policy as found in the Loan Fund Policies (amended May 2016) states that: 
 

1. “The Loan Committee shall not approve loans to any one borrower in excess of 10% of non-SHOP 
loan fund assets at the time an application is considered.  SHOP loan limits may be set by the 
Loan Committee each funding round based on funds available”. 

2. The Loan Committee may impose maximum loan amounts for any one loan product or loan fund 
as warranted”. 

 
In reviewing the current policy internally and with the Loan Committee, limitations were recognized in 
that it does not address: 1) what assets are to be considered non-SHOP assets (i.e. a defining definition; 
2) what risk may be encountered after an application is considered for the life of that loan (versus the risk 
at the time of application only); and 3) what constitutes any one borrower (i.e. a defining definition of the 
borrowing entity).  
 
In applying the current policy as an example to one particular developer, David Morrow, HAC recognized 
that the policy did not adequately address this developer’s risk exposure to HAC.  Mr. Murrow is the 
overall sponsor of several loans with HAC that constitutes 21.8% of HAC’s PRLF loan pool. 
 
On May 20, 2016, the Loan Committee approved a temporary policy until a permanent policy could be 
recommended and adopted by the Loan Committee that states the following: 
 

“Any one Sponsor can borrow no more than 25% of funds from the PRLF. “ 
 
CONTEXT 
In reviewing this temporary policy based on two Loan Fund Divisional meetings, staff accomplished the 
following: 

a. Agreed upon a definition of Sponsor with the assistance of HAC’s legal counsel, 
b. Agreed upon what constitutes the PRLF Loan Pool with an assigned definition. 
c. Decided and agreed that the cap of risk should be expressed a percentage of the PRLF loan pool; 

and will be capped at 20% for any given sponsor. 
d. Agreed that any given sponsor who may exceed this 20% cap at the time of implementation of this 

policy will be grandfathered. 
e. Agreed that exceptions to this policy can be made at the sole discretion of the Loan Committee. 

 
DEFINITIONS 
Sponsor Definition 
Sponsor will be identified as an entity or natural person who exercises financial or operational control 
over a PRLF financed project.  HAC Staff will determine prior / during underwriting the entity or natural 
person that has the baseline economic interest in a project as indicated by its financial or operations 
controls.  
 



POLICY RECOMMENDATION 
~ CONCENTRATION OF RISK – PRLF LOANS 

August 5, 2016 

 
Sponsors may include but are not limited to the following: 

 Entities and individuals owning directly or indirectly, 25% or more of a project. 

 Any officers and other executive management of a project not owned 100% by a nonprofit or 
public entity. 

 The owners (entities and/or individuals of the entity) that controls the project. 

 Managers or managing members of Limited Liability Companies (LLC’s). 

 General Partners of limited partnerships, including administrative general partners or other 
general partners if they exercise day to day control of a project. 

 Partners in a general partnership. 

 Executive Director of a non-profit organization or a public entity owner of a project. 

 Officers of a for-profit corporation’s Board of Directors. 

 Any other entity or natural person determined by HAC to exercise a financial or operational 
control of a project.  

 
PRLF Loan Pool 
The PRLF Loan pool is defined as Gross PRLF Loans Receivables + Total PRLF Commitment Outstanding 
(including any undisbursed funds).  As of June 30, 2016 – that amounted to $8,796,174. 
 
Note that staff did not include in this formula the USDA approved obligations (which totaled $2,414,691 
as of June 30, 1016) or the RHLF leveraging obligations (which totaled $4,938,750) as of June 30, 2016.  
These obligations were not included because these funds are not at risk until they are drawn to be used. 
 
REASONING FOR 20% CAP 
Staff reviewed David Morrow as an example of a Borrower that has several loans within HAC’s loan fund.  
His loans are as follows as of June 30, 2016: 
 
Sponsor – Hawkeye, Inc.: 
 

 Gross PRLF Loans Receivables (outstanding) Amounts 

1 Ackerman II Elderly Housing, LLLP $114,592 

2 Edgefield II Elderly Housing, LLLP 259,960 

3 Livingston II Elderly Housing, LLLP 292,831 

 Total $667,383 

 PRLF Commitments (Undisbursed)  

4 Butler III Housing, LLLP $264,410 

5 Demopolis II Elderly Housing, LLLP 92,450 

6 Greenville II Housing, LLLP 400,000 

7 Pendleton Housing, LLLC 499,990 

 Total $1,256,850 

GRAND TOTAL:  $1,924,233 

 

 25% of the total PRLF loan pool of $8,796,174: $2,199,044 

 20% of the total PRLF loan pool of $8,796,174:  $1,759,235 

 David Morrow - $1,924,233/$8,796,174: 21.8% 
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Staff agreed that 25%, or a quarter of the loan fund, was too significant of a cap for any one sponsor. 
Therefore, staff consented to a 20% cap.  
 
RECOMMENDATION  
Staff recommends the following concentration of risk policy to assist in determining the risk exposure of 
any one Sponsor of the PRLF Loan Pool: 

1. The above definition of Sponsor and PRLF Loan Pool be incorporated in the policy.   
2. Any one sponsor cannot borrow more than 20% of the PRLF Loan Pool at any given time unless 

directed otherwise by the Loan Committee and documented appropriately. 
3. The Underwriting staff apply this policy prior to fully underwriting a transaction to ensure any one 

sponsor is adhering to the policy. 
4. Any given Sponsor who may exceed this 20% cap at the time of implementation of this policy will 

be grandfathered. 
 

 


