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AGENDA September 15, 2017 

 

  
 

LOAN COMMITTEE MEETING 
FRIDAY, SEPTEMBER 15, 2017 – 2:00 P.M. (EST) 

SKYPE MEETING 
Join by phone 1-844-563-4961 ~ Conference ID #50524177 

 
 

I. CALL TO ORDER 
A. Approval of Agenda 
B. Approval of Minutes 

1. July 21, 2017 
2. August 4, 2017 

C. Minutes – Follow up 
 
 

II. ACTIONS BY LOAN COMMITTEE 
A. Loan Workouts 

1. Community Action Commission of Fayette County, OH (RHLF, HLP, SHOP 2005) 
2. Rural Communities Housing Development Corporation, CA (RHLF) 
 

B. Loan Conversions – HLP to SHOP 2014 
 

C. Loan Term/Maturity Date Extensions 
1. Homes In Partnership, FL (HLP) 
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MINUTES OF THE JULY 21, 2017 MEETING September 15, 2017 

 
CALL TO ORDER 

I. Jacobs called the meeting to order at 1:09 p.m. (EST), Friday, July 21, 2017. 
 
Attendees: Loan Committee: G. Anders, R. Calvillo, I. Jacobs, M. Loza, L. West-Hoff, P. Carey 

(alternate); Staff: K. Greene, J. Hargrove, K. Klusmann, C. Muralles, J. McGraw, C. 
Minor, R. Shrestha, V. Darden-Ward; Legal Counsel: J. McGovern 

 
ACTIONS ITEMS 

Matter: Approval of Agenda 
Action: G. Anders moved and L. West-Hoff seconded the approval of the agenda. The 

motion carried unanimously. 
 

Matter: Approval of Minutes 
Action: L. West-Hoff moved and R. Calvillo seconded the approval of the May 19, 2017, 

minutes. The motion carried unanimously. 
 

Matter: Loan Request: Rural Local Initiatives Support Corporation (LISC), [presented by V. 
Darden-Ward, pages 12-46 of the July 21, 2017 meeting packet] 

Request: Approve a sub-participation loan up to $2.5 million [50% of LISC’s $5.0 million 
participation loan with Resident Owned Communities (ROC USA)] to finance 
resident owned manufactured housing communities in ROC USA’s pipeline in 
Montana, Vermont, Washington, New York, and Utah.   

Discussion: After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 

• What guarantee does HAC have that there will be an adequate number 
of units for the cooperative? ROC USA’s policy requires that an adequate 
number of cooperative units, must be in place before an approval. 

• Once ROC USA enters into an agreement, what happens if the units are 
not maintained or tenants are not making payments? The recourse will 
be outlined in the cooperative documents. Staff will obtain and review 
the documents to determine the enforcement mechanisms.  

• How can HAC be assured that 75% of the communities are occupied and 
being maintained properly? LISC and HAC will be notified if the borrower 
does not comply with the requirements. ROC USA has systems in place to 
handle noncompliance. The TA provider, a ROC USA affiliate, is a loan 
servicer that has staff working on the cooperative’s premises to monitor 
and assist in maintaining the ownership rights and income eligibility. 

• What is the likelihood that ROC USA/LISC might evict a cooperative 
member if it goes rogue? It is possible; however, based on the review of 
LISC’s underwriting analysis and discussions regarding other ROC USA 
lending participation loans, no evictions have occurred. 

• In the underlying communities, are the borrower's non-profit 
cooperatives? Yes, with a 501(c)(5) tax status. 

• Can the borrowers decide to sell the community and real estate to 
achieve a profit for themselves? No. It is not possible while the loan is 
outstanding. 
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• What interest does HAC have in doing this loan transaction? The 
transaction will provide an opportunity for mobile home residents to 
have some control over their housing and have a say in the way their 
community is run and maintained. Also, this transaction will help deploy 
Loan Fund capital. 

• Have any of ROC USA’s loans within LISC’s portfolio matured? There is 
one outstanding participation loan made by Houston LISC that has not 
reached maturity. 

• How do the terms of this loan line up with the terms of HAC’s existing 
loans? Is the loan considered new or unusual and does HAC have a cap 
on its terms? HAC does not have a cap on its loan terms. In the past, 
participation loans approved by HAC had terms that varied due to the 
loan type and deal structure. 

• Why is LISC interested in HAC participating in this loan? LISC is unable to 
fund the entire $5 million participation loan to ROC USA. By offering a 
50% sub-participation, LISC will limit its risk/exposure and leverage their 
capital. Also, HAC’s reduced interest rate from 4.75% to 4.50% 
(recommended) is needed for LISC to achieve an interest rate on the loan 
no greater than 4.75%. 

• Loan Committee asked staff to obtain additional information regarding 
the following: 

o What will be the relationship between HAC and LISC? What 
power and/or decision making will HAC have under the sub-
participation agreement?  

o What enforcement mechanisms will be put in place to address 
various borrower/homeowner violations (e.g., maintenance of 
the individual mobile homes and overall maintenance of the 
community)? 

o How will ROC USA verify income requirements and continued 
affordability of the homes? 

o What percentage of the lots will be occupied by renters rather 
than owners (if owned by an investor who is leasing the unit)? 

o How will vacancies be controlled? 
o Review the cooperative agreement documents. 

Action: G. Anders moved and R. Calvillo seconded to defer action until the August 4, 
2017 meeting to allow staff time to follow up on the questions raised during the 
discussion. The motion carried unanimously. 

 
Matter: Ratification of HLP Discretionary Loans: Crawford-Sebastian Community 

Development Corporation and Inter-Lakes Community Action Partnership 
[presented by K. Greene pages 47-64 of the July 21, 2017 meeting packet] 

Request: 
 
 
 
 

Ratify HLP discretionary loans totaling $70,000 (7 units), with a 60% forgivable 
portion for: 

• Crawford-Sebastian Community Development Corporation (CSCDC) -
$40,000 approved on June 29, 2017 for the acquisition of four lots 
located in Crawford County, Arkansas.  
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Discussion: 

• Inter-Lakes Community Action Partnership (ICAP) $30,000 approved on 
June 23, 2017 for the acquisition of three lots located in Brookings 
County, South Dakota. 

After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 

• For ICAP, how will HAC get repaid if the lots have been sold/transferred 
to the homebuyer? HAC will reimburse ICAP for acquisition costs 
incurred during the time that they owned the lots. At loan closing, ICAP 
will repay the non-forgivable portion (40% or $4,000 per lot) to HAC. 

• Does the structure of these loans (forgivable portion) go against the 
limitations that the board approved at the May 20, 2017 board 
meeting? No. CSCDC and ICAP loan applications were received prior to 
the board action. The board agreed that staff could process the 
applications with the 60% forgivable portion.  

Action: G. Anders moved and L. West- Hoff seconded the ratification of the HLP 
discretionary loans to Crawford-Sebastian Community Development Corporation 
($40,000 – 4 units) and Inter-Lakes Community Action Partnership ($30,000 – 3 
units). The motion carried unanimously. 

 
Matter: Debt Settlement Offer: Have Faith Community Development Corporation, SC 

[presented by J. McGraw page 65 of the July 21, 2017 meeting packet] 
Request: Accept actions taken by M. Loza, HAC’s Executive Director, associated with the 

foreclosure activity. Actions included the acceptance of a $130,000 RHLF debt 
settlement offer and release of the organization from any and all claims and 
demands related to the RHLF loan. 

Discussion: After the presentation, the Loan Committee had no inquires, general comments, 
and/or concerns. 

Action: G. Anders moved and R. Calvillo seconded the acceptance of the actions taken 
by M. Loza associated with Have Faith Community Development Corporation’s 
RHLF loan (#0-933-0911). The motion carried unanimously. 

 
Matter: Debt Settlement Offers: Mennonite Housing Rehabilitation Services, Inc. (MHRS), 

KS [presented by J. McGraw pages 66-67 of the July 21, 2017 meeting packet] 
Request: Approve a $150,000 RHLF debt settlement offer, including the write off of 

$363,456 of the loan principal. 
Discussion: After the presentation, the Loan Committee had inquiries, general comments, 

and/or concerns including, but not limited to, the following: 

• What is the total amount of the loss of funds? If MHRS pays the 
$150,000 by September 30, 2017, HAC will write off $363,456 (including 
$145,000 that will be recovered from the City of Valley Center’s land 
bank program when lots are sold) in loan principal.  

• Aside from the 29 lots accepted by the City of Valley Center’s land bank 
program, are there any additional lots that MHRS will maintain or have 
all the lots been disposed of? MHRS transferred all the Ridgefield lots 
(including the 17 lots that HAC received payment) to the Valley Center 
land bank. MHRS has 10 lots in Windover First Addition; however, due to 
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the costly tax specials, the organization will land bank the lots to the City 
of Hesston. The debt settlement offer includes HAC’s lien release for the 
Windover lots to allow MHRS to land bank the lots. 

Action: G. Anders moved and R. Calvillo seconded the approval of the debt settlement 
offer associated with Mennonite Housing Rehabilitation Services, Inc.’s RHLF 
loan (#0-962-1409). Any material deviations in the final terms, must be approved 
by the Executive Director and reported to the Loan Committee. The motion 
carried unanimously. 

 
OTHER MATTERS, UPDATES, AND REPORTS 
 

Matter: Summary of Funds Available [presented by K. Klusmann, page 11 of the July 21, 
2017 meeting packet] 

Comments: • HAC Loan Funds available totaling $10.8 million are sufficient to cover 
the presented request. 

 
Matter: Follow up of Minutes: May 19, 2017 
Comments: Florida Home Partnership 

• What is the reputation of the general contractor? RIPA, a full-service site 
development company, specializes in grading, paving, storm water 
detention facilities, sanitary sewer, and storm water systems. RIPA has a 
reputation for being a professional leader in the civil and utility 
construction services throughout central Florida and is one of the largest 
civil contractors in the Tampa Bay region. They have no Better Business 
Bureau complaints. RIPA has had a relationship with FHP for over a 
decade. RIPA can easily obtain the appropriate bonding, without any 
problem, due to their reputation, size, and capacity. 

• In the past, has FHP had banks lend to them without having a 
performance bond in place? FHP has never been asked for a 
performance bond; however, on one occasion, Pro-Sure, FHP’s bonding 
agent, provided proof that they could obtain a performance bond if 
required. 

• Are there requirements by the city/county based on performance bonds 
and/or warranty bonds? Yes, there are performance and warranty bond 
requirements for construction/real estate development for Hillsborough 
County, Florida that require: (1) the applicant/developer to submit a 
performance bond (platting prior to construction) that is 110% of the 
cost of construction of the improvement facilities; and/or (2) the 
applicant to submit a warranty bond (platting and improvements after 
construction) that is 10% of the cost of the construction of the 
improvement facilities. The cost of the bond is 1-2% of the value of the 
bond. 

• For the approved USDA RD 523 site loan, does USDA require FHP to have 
a performance bond in place? USDA does require bonding for site 
development loans; however, based on FHP’s development and 
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performance history, the National Office waived bonding requirements 
at the recommendation of the state office. 

 
SHOP Program 

• How does HUD handle defaults and disposition of real property? The 
disposition of real property as required by HUD under the SHOP program 
is different from the federal regulations. Each SHOP grant agreement 
requires compliance with Part 84. The federal regulations require that 
when a property is no longer needed for authorized purposes, you must 
obtain instructions from the agency. The agency will tell you to do one of 
three things: (1) sell the property and give the agency a certain 
percentage of the proceeds; (2) retain the property and compensate the 
agency; or (3) turn the property over to the agency. 

 
The amount that HAC would pay HUD would be determined by applying 
the SHOP percentage of the total development costs to the fair market 
value. In some instances, the payment to HUD might be higher or lower 
than $15,000 per unit. It is worth doing a numerical analysis to 
determine if HAC would be better off proposing the scenario of paying 
HUD a percentage of the fair market value or paying the $15,000 
associated with units not completed. 

• Is giving the property back to HUD an option? HUD determines which 
option it will pursue regarding property disposition, not HAC. It is unlikely 
that HUD would take the property. 

• How does HAC proceed and what kind of implications are there for 
future SHOP funding if HAC presses the issue? Staff will discuss with 
legal counsel to be clear on the available options, do an analysis (lot-by-
lot basis) to determine the amount, and report back to the committee on 
what direction HAC might take. Ultimately, HUD will decide on the 
option. 

  
Rural Communities Housing Development Corporation 

• Is the organization a USDA 523 grantee? Yes. The organization is 
currently operating a grant, but are working through the extension 
process. 

  
The meeting adjourned at 2:44 p.m. (EST), Friday, July 21, 2017. 
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CALL TO ORDER 

G. Anders called the meeting to order at 9:14 a.m. (EST), Friday, August 4, 2017. 
 

Attendees: Loan Committee: G. Anders, J. Casper, I. Jacobs, M. Loza, L. West-Hoff, P. Carey 
(alternate); Staff: K. Greene, J. Hargrove, K. Klusmann, C. Muralles, J. McGraw, C. 
Minor, R. Shrestha, V. Darden-Ward; Legal Counsel: J. McGovern 

 
ACTIONS ITEMS 

Matter: Approval of Agenda 
Action: J. Casper moved and M. Loza seconded the approval of the agenda. The motion 

carried unanimously. 
 

Matter: Loan Request: Rural Local Initiatives Support Corporation (LISC) [presented by V. 
Darden-Ward, supplemental pages 25-26 of the August 4, 2017 meeting packet] 

Request: On July 21, 2017, staff presented a request to approve of a sub-participation 
loan up to $2.5 million [50% of LISC’s $5.0 million participation loan with 
Resident Owned Communities (ROC USA)] to finance resident owned 
manufactured housing communities in ROC USA’s pipeline in Montana, Vermont, 
Washington, New York, and Utah. The Loan Committee deferred action to allow 
staff time to follow up on the questions raised during the discussion.  

Discussion: After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 

• Will HAC underwrite and approve each individual loan? No. ROC USA will 
submit to LISC a participation certificate. LISC will provide HAC with a 
compliance certificate that affirms that all the guidelines have been met 
as outlined in the Sub-Participation Agreement. 

• If HAC elects not to participate in a project, will the project be denied? 
No. Both HAC and LISC will have an opportunity to address any concerns 
using the same underwriting guidelines provided by ROC USA. If HAC 
decides not to participate, LISC will participate in the deal on behalf of 
HAC.  

• How do cooperatives ensure that properties are maintained in 
accordance with applicable laws? Cooperatives have rules in place to 
deal with infractions related to the law. The cooperative’s bylaws address 
how to handle nonpayment and maintenance issues. 

• What mechanisms are there for HAC to be notified and receive reports 
on the financial condition and property inspections for nonperforming 
properties? The Master Participation Agreement provides that the 
participation lender (LISC) notify the lead lender (ROC USA) of a default 
and then actions are taken. There are also requirements in place for the 
sub-participation lender (HAC) to recover its funds if the default remedies 
do not suffice. 

• How will HAC be informed about loans in default? There are audited 
annual and quarterly financial reports provided to participation lenders 
from ROC USA. Tenant assistants are responsible for reporting on the due 
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diligence and the upkeep of the property. They also play a lead role in 
determining the well-being of the property. 

• How are natural disasters handled? Each property is covered through 
insurance. 

• If the cooperative does not sell to low-income residents, will the 75% 
portion for owner-occupied change over time? This is a possibility, but it 
is unlikely. 

• What happens when the original owners sell? They have the option to 
sell to low-income families or not. 

Action: M. Loza moved and J. Casper seconded the approval of a sub-participation loan, 
up to $2.5 million, to Rural Local Supportive Initiatives Corporation, with the 
following special condition added: HAC’s legal counsel confirms, to reasonable 
satisfaction, that the legal documents permit HAC to receive reports on the 
physical condition of the property and the ability to require correction of 
noncompliance. The motion carried unanimously. 

 
DISCUSSION 

Matter: Loan Fund Marketing: Marketing and Outreach Plan and Presentation on Updates 
and Activities [presented by V. Darden-Ward, pages 4-7 of the August 4, 2017 
meeting packet and PowerPoint presentation] 

Discussion: After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 

• It is important to create institutional knowledge, as well as sharing 
personal contacts that the underwriters are having about potential 
deals. 

• HAC staff should think about ways to educate the state/local 
governments within the rural areas on the loan products offered and 
how the products can be beneficial to the people within those 
communities that are also receiving technical assistance. 

• Is HAC allowed to send notifications to the local USDA RD offices to 
educate borrowers about HAC’s services? Staff will follow up to 
determine the appropriate steps to take. 
 

Matter: Bonding Requirements [presented by K. Greene, pages 8-12 of the August 4, 
2017 meeting packet] 

Discussion: After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 

• Although the information regarding warranty bonds does not relate to 
HAC, the Committee suggested that staff share the information 
gathered with borrowers. 

• The bonding requirements outline and inform HAC about the legal 
bonding procedures that will help alleviate the chances that HAC could 
face any hardship or suffer from incomplete projects. 

• The Committee suggested that the draft requirements be shared with 
staff within their organizations who have some experience on the topic 
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or a bonding company to get comments. Any feedback would be shared 
with HAC staff to incorporate into the requirements. 

• Do the current requirements allow borrowers to request a waiver if: (1) 
costs become too cumbersome or expensive for the organization; 
and/or (2) the project is in good condition? During the underwriting 
process, staff will analyze the circumstances to determine the best 
alternative. If the project and/or organization are in good condition, staff 
might be inclined to request a waiver of the bonding requirements from 
the Loan Committee. 

 
Matter: Monitoring Plan for Onsite Reviews - FY 2017 [presented by J. McGraw, pages 13-

14 of the August 4, 2017 meeting packet] 
Discussion: After the presentation, the Loan Committee had inquiries, general comments, 

and/or concerns including, but not limited to, the following: 

• Are there times when a borrower will receive an onsite review if a 
problem has not been identified? Yes. If the borrower has not had a site 
visit within a 24-month period (budget permitting). 

• Has regional office staff helped with site visits? Yes. Southwest and 
Southeast staff have conducted site visits for FY 2017. 

• Are there organizations that HAC has a history with that it could 
subcontract with to conduct site visits? Yes. Several years ago, HAC used 
NCALL Research, Inc. to help do site visits. Staff is open to subcontracting 
out to meet site visit requirements. 

 
Matter: Loan Portfolio: Watch Loan Resolutions (Green Meadows Apartment, LP, NY; 

Greensboro Limited Partnership, AL; Have Faith Community Development 
Corporation, SC; Milford Housing Development Corporation, DE; and Rural 
Communities Housing Development Corporation, CA) [PowerPoint presentation 
by K. Klusmann and J. McGraw] 

Discussion: 
 
 

After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 
Rural Communities Housing Development Corporation 

• How many lots have been sold for Phase I? All 29 lots in Phase I have 
been sold. 

 
Matter: Loan Portfolio: Watch List [presented by K. Klusmann, J. McGraw, and R. 

Shrestha, pages 15-19 of the August 4, 2017 meeting packet] 
Discussion: 
 
 

After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to, the following: 
Cape Fear Regional Community Development 

• Is this defaulted loan caused by the 2008 foreclosure crisis? It may have 
been a contributing factor; however, there appeared not to be a market 
demand. The organization attempted to get a USDA 523 grant approved, 
but was unsuccessful.  

• Once the foreclosure is completed, will HAC actively market the property 
at a reduced rate or will it be sold at its original price? In South Carolina, 
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if there is a deficiency judgement, the property must be sold. HAC staff 
will follow up on if a deficiency judgment can be done in North Carolina. 
HAC will either retrieve the property as part of its REO portfolio or sell it 
on the courthouse steps.  

• What should the minimum bid be at the foreclosure sale? The bid price 
must be a reasonable amount that will allow the property to easily sell. 
The property may be difficult to sell because it is surrounded by farm land 
and in an area where there are not a lot of people, as well as fraudulent 
activities of developers along the coast line. There is plenty ocean front 
real estate all the way to the South Carolina line; this property is not 
prime land. Although the movie industry is slowly returning and 
employing people, HAC can expect to hold onto this property for a long 
time 

• Does the organization have any other independent finances that could 
be paid to HAC if there is a deficiency judgment? No. Based on the 
recent financials, the organization does not have the financial capacity. 

 
Community Action Commission of Fayette County 

• Is the organization interested in keeping the property? Yes. 
 
Rural Communities Housing Development Corporation 

• What are the assets of the corporation? Staff is in the process of putting 
together an analysis which will specify the sources in which HAC will get 
repaid. 

• Do they own any 515 projects? Yes. They own and manage several 
multifamily projects. 

 
Seventh District Pavilion, Inc. 

• Is the property likely to sell? HAC is currently working with the 
organization to get the lots sold. There is development around the area, 
but it is unclear whether it is a low or moderate-income market. 

 
Yardley Hills Town Homes Limited Partnership, II 

• What is HAC’s lien position? HAC is in a 3rd lien position. 
 
Broader Comments 

• For defaulted loans, the Committee suggested that staff review the 
circumstances and document the outcomes and lessons learned. 

• The Committee raised concerns about how the foreclosure process 
should be handled to ensure HAC is abiding by state legislation. Legal 
counsel noted that a few years ago, HAC developed a procedure to 
ensure that state laws are now being included in the boiler loan plate 
documents. 

• How does staff handle working with HAC’s board members who have 
troubled loans? Staff focuses on the business aspect of the deal. If staff is 
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experiencing difficulties working with the board member, HAC’s 
Executive Director will be notified and get involved. 

• When HAC is put in the compromising position of having to repay SHOP 
funds to HUD due to non-performance by affiliates, does HAC have 
policies or procedures that permit income to be generated on the 
amount repaid to HUD to cover additional costs incurred? HAC does not 
have a policy to address this issue and more discussion is warranted. We 
have a new HUD SHOP program team that has been amenable to some 
of our recommendations and suggestions. Staff would rather attempt to 
work something out through this process with HUD, as well as explore 
the legal regulatory options with HAC’s legal counsel. 

• When HAC fronts the SHOP funds that are repaid to HUD, how is it 
booked? Repayments are reflected as an expense line item (repayment 
to HUD) on the income statement. Staff maintains a report, by each 
SHOP round, that details the funds collected from the affiliates and the 
amount paid to HUD. 

 
Matter: Loan Portfolio: Performing Loans (Housing America Corporation, AZ, and Gallatin 

Forks Limited Partnership, MT) [PowerPoint presentation by C. Minor and R. 
Shrestha] 

Discussion: 
 
 

After the presentation, the Loan Committee had inquiries, general comments, 
and/or concerns including, but not limited to: 
Gallatin Forks Limited Partnership 

• Does HAC have the new rental assistance agreement? No. Staff has on 
file the 2016 agreement and has requested the 2017. 

 
OTHER MATTERS, UPDATES, AND REPORTS 

Matter: SHOP Program Updates [presented by C. Muralles, pages 20-23 of the August 4, 
2017 meeting packet and PowerPoint presentation] 

Comments: • Are all the earnings received to date restricted? No. Earnings include 
funds that were received prior to (restricted) and after (unrestricted) 
financial closeout. 

 
Matter: Delinquency Report [presented by J. McGraw, page 24 of the August 4, 2017 

meeting packet] 
Comments: • The report reflects the change in accounting method for the SHOP/HLP 

forgivable portion. 
 
The meeting adjourned at 1:00 p.m. (EST), Friday, August 4, 2017. 
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LOAN WORKOUT 
 ~ COMMUNITY ACTION COMMISSION OF FAYETTE COUNTY 

September 15, 2017 

 
REASON FOR REQUEST 

• 08/31/2017 – Community Action Commission of Fayette County (CACFC) requested a loan 
extension on their SHOP 2005, RHLF and HLP loans from July 1, 2017 until March 31, 2019. Staff is 
recommending a loan consolidation of the SHOP 2005 and HLP into the existing RHLF loan. 

• CACFC has an approval (03/28/2017) from First State Bank of Washington Court House, to secure 
a term loan against their corporate office building for approximately $305,007 to pay off HAC’s 
three loans (includes the $135,000 returned to HUD). 

• The organization used grant funding from the Department of Health and Human Services (HHS) 
under the Head Start Program to acquire their corporate office building. Under the agreement, 
CACFC (grantee) must seek written permission from the Head Start program before they can 
further mortgage or use their corporate building as collateral. 

• CACFC submitted the required documentation to HHS for approval (08/28/2017) to use their 
corporate building as collateral for the First State Bank term loan. HAC and CACFC are waiting to 
receive the results from Health and Human Services. 

 
CURRENT LOAN INFORMATION (as of 9/7/2017) 

Loan Fund/Loan No. 
Principal 
Balance 

Accrued 
Interest 

Forgivable 
Portion Maturity Date 

Proposed 
Units 

Completed 
Units 

SHOP 2005 (3-901-0604) $387,268 $1,215 $259,000 06/30/2017 30 21 

RHLF (0-865-0604) 73,176 792 N/A 06/30/2017 0 0 

HLP (165-1112) 101,556 0 N/A 06/30/2017 19 11 

TOTAL $562,000 $2,007 $259,000  49 32 

 
PROJECT BACKGROUND 

• 04/06/2006 – Approved a $450,000 SHOP 2005 loan in conjunction with a $255,000 RHLF loan to 
assist with the infrastructure improvements of 30-single family self-help housing units in the 
Arrowhead Subdivision of the Village of Frankfort, Ross County, Ohio. 

• 12/16/2011 – Approved the conversion of the RHLF loan (#0-877-0612)1outstanding principal 
balance of $275,655 to a HLP loan at 0% (with no forgivable portion). The principal repayment 
under HLP is $14,508 per lot for a total of 19 lots (8 lots Arbor Village Subdivision, Fayette County 
and 11 lots Arrowhead Subdivision, Ross County).  

• 07/06/2015 – Based on the results of assessments for all outstanding SHOP 2005 loans, HUD 
approved HAC’s corrective action plan (CAP)that reflects a June 30, 2017, unit completion 
deadline. A SHOP 2005 CAP was developed, in collaboration with CACFC, that outlined 
benchmarks for completing the outstanding units by March 31, 2017.  

• HAC allowed CACFC to use the non-forgivable portion (20%) of the SHOP loan as a subsidy for the 
families on some of the SHOP 2005 lots. As an example, one family received a subsidy of $3,000. 
The incentive was provided to perspective homebuyer(s) who selected a SHOP 2005 related lot 
and requires a subsidy to make the purchase more affordable. The perspective homebuyer(s) will 
have two options: (a) down payment assistance; or (b) direct payment to the homebuyer after 
completion/occupancy of the unit. 

• Several loan extensions (with extension fees assessed/paid) were approved to allow CACFC time 
to complete the outstanding units and payoff the loans. The last extension was approved in 

                                                           
1 In December 2006, a $543,000 (17 units) RHLF loan (#0-877-0612) was approved in conjunction with a SHOP 2006 ($150,000 – 
10 units) and HLP ($75,000 – 5 units). Subsequently, the SHOP 2006 and HLP loans were satisfied. 
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LOAN WORKOUT 
 ~ COMMUNITY ACTION COMMISSION OF FAYETTE COUNTY 

September 15, 2017 

 
March 2017 to extend the loans from December 31, 2016 until June 30, 2017 to allow the 
organization work on securing a term loan to pay off HAC loans. 

 
CURRENT PROJECT STATUS 

• 32 self-help units, with 17 remaining lots in the Arrowhead Subdivision are acquired and 
construction ready. One homebuyer has been approved for USDA-RD 502 loan. 

• CACFC currently have over 25 applicants who are working with the credit councilor to repair their 
credit and raise their scores.  

 
SECURITY/COLLATERAL 

• First mortgage lien on the remaining 18 lots (one lot security interest only) in Arrowhead 
Subdivision, Frankfort, Ross County, Ohio 

• Based on the most recent lot sale (10/31/2016), total lots are valued at $531,000 ($29,500 per lot 
X 18 lots).  

• LTV is 57% [$562,000 (principal balance) less $259,000 (forgivable portion)/ $531,500] 
 
FINANCIAL CONDITION 

Audit (02/29/2017)  

• Unmodified opinion issued 

• Total Assets $9,716,874 of which $2,154,275 is tied to Property and Equipment and 
$5,560,236 tied to notes receivable (low income housing partnerships in which CACFC holds a 
general partnership interest) 

• Total Liabilities $1,706,686; Total Net Assets $8,010,188, which includes ($1,682,419) in 
unrestricted.   

• Total revenues $7,263,485; Total expenses $7,244,214; change in net assets $19,271 

• Cash available $432,553  

• Current ratio (1.86:1); Debt ratio (8%); Debt-to-equity ratio (21%). 
 
A-133 Compliance audit (02/29/2017) 

• Unmodified opinion issued 

• Major program: Head Start  

• There were no findings and CACFC was in compliance with their major federal programs. 
 
Interim (08/31/2017): 

• Total Assets ($8,508,208); Total Liabilities ($1,362,449)   

• Total revenues ($3,446,488); Total expenses ($3,940,754); Net loss ($490,267) 

• Cash available ($143,726) 
 
ADMINISTRATIVE FUNDING 

• Due to the failing economy and lack of qualified homebuyers, the current USDA 523 TA grant was 
extended until October 15, 2017 for approximately 5 units.  

• A new USDA 523 TA grant application was submitted to USDA-RD in second week of August 2017 
and waiting for their response. 
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LOAN WORKOUT 
 ~ COMMUNITY ACTION COMMISSION OF FAYETTE COUNTY 

September 15, 2017 

 
SITE VISIT 

• 06/18/2015 - Site visit was conducted by Carolyn Branton, SE Regional TA Director. The site visit 
revealed no findings regarding SHOP program compliance. The SHOP 2005 corrective action plan 
(CAP) was developed and discussed with the organization. To date, CACFC has not met the CAP 
benchmarks and deadlines. 

 
COMMENTS/CONCERNS 

• The original SHOP 2005 HUD unit completion deadline was 12/31/2010. Effective 01/01/2011, 
interest began accruing on all SHOP 2005 loans, where units had not been completed.  

• Subsequently, HUD approved HAC’s SHOP 2005 corrective action plan that extended the unit 
completion deadline to June 30, 2017. At the deadline, CACFC had not completed the remaining 
nine units. HAC fronted the funds and returned $135,000 to HUD. 

• Due to the difficulties in the service area with high unemployment rate, marketing and recruiting 
applicants continued to be slower than originally projected. The largest employer, DHL downsized 
to approximately 10,000 employees and Calmar Inc., plastic manufacturing Company moved to 
Mexico. No new jobs have been created.   

• The organization is primarily supported through federal and state grants.  

• Staff is recommending the monthly repayment plan with a reduced interest rate from 4.75% to 
2.5% for the following reasons: 

o HLP loan is zero percent interest rate and converting to interest bearing loan. 
o CACFC can afford to pay $1,000 to $1,200 monthly as the project is not generating any 

income and to better fit CACFC operating budget. With lower interest rate, CACFC will be 
making principal and interest payment. 

o The organization has been responsive to HAC. In addition to exploring the option for 
repayment, CACFC continues to make the required quarterly interest payments on the 
RHLF and SHOP 2005 loans, with the last payment for $2,386 received on July 13th for 
quarter ended June 30, 2017. Total interest payment received $126,312. 

 
RECOMMENDATION 

1. Formally forgive $259,000 of the SHOP 2005 associated with the 21 units completed/occupied. 
2. Payment of accrued interest through the quarter ended September 30, 2017. 
3. Consolidate the CACFC’s SHOP 2005, RHLF and HLP net balance (principal less forgivable portion) 

totaling $303,000 into the existing RHLF loan (#0-865-0604), with the reduction on the interest 
rate from 4.75% to 2.5%. 

4. Amortize the consolidated RHLF loan of $303,000 for 18 months over 30 years at 2.5%, with 
monthly payments (P&I) of $1,197.22, with a balloon payment of $293,239.78 due at the loan 
maturity date. The loan will be due upon the earlier of: (a) closing on the First State Bank’s loan; 
or (b) May 1, 2019, the loan maturity date. First payment will be due November 1, 2017. 

5. HAC shall maintain a security lien in the lots; however, if lots are sold before the loan maturity 
date, CACFC will repay a minimum of $17,942 per lot. Any payments received will be applied to 
the principal balance of the loan. 
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LOAN WORKOUT 

 ~ RURAL COMMUNITIES HOUSING DEVELOPMENT CORPORATION 
September 15, 2017 

 
REASON FOR REQUEST 

• Grant staff authority to finalize the terms of a loan workout agreement with Rural Communities 

Housing Development Corporation (RCHDC). 

 

CURRENT LOAN INFORMATION (as of 9/8/2017) 

Loan Fund/Loan No. 
Approved 

Commitment 
Principal 
Balance 

Accrued 
Interest 

Total 
Obligation 

Maturity 
Date 

Proposed 
Units 

Completed 
Units 

RHLF (0-875-0611) $906,647 $654,903 $206,7801 $861,683 12/31/2013 18 1 

 

PROJECT BACKGROUND 

• 11/03/2006 – HAC’s Loan Committee approved an RHLF loan in the amount of $908,647 to 

produce 18 affordable housing units. The purpose of the funding was to finance site development 

cost and partial reimbursement of site acquisition costs, related to the Lakewood Homes 

Subdivision in Mendocino County, California. 

• 09/30/2015 – A Memorandum of Understanding (MOU) between HAC and RCHDC was executed 

which outlined the strategy to sell the lots associated with their SHOP 2005, SHOP 2006, and HLP 

loans.  In a similar manner, the subject RHLF loan would be repaid over lot sales; after the sale of 

the SHOP and HLP lots. 

 

SECURITY/COLLATERAL 

• HAC’s RHLF loan is collateralized by 18 lots (#15-28, 31-34) within the Lakewood Homes 

Subdivision Phase II in Ukiah, Mendocino County, CA.  

• HAC maintains a second lien position behind first lien holder, Savings Bank of Mendocino County 

(SBMC)2 .  The SBMC loan has a balance of $460,000 (as of 09/30/2017).   

• The most recent appraisal on the real property, dated 01/25/2016, yielded a per lot value of 

$65,000.  Based on this appraisal, the aggregate value of the remaining 18 lots will be $1,170,000 

($65,000 X 18 lots). 

• The LTV is 113% [$460,000 (SBMC) + $861,683 (HAC) / $1,170,000].  

 

DEBT REPAYMENT FROM LOT SALES 

• According to settlement statements for six lots sold in July 2017, RCHDC sold each lot to the 

homebuyer for $111,296 and from the proceeds remitted principal reduction payments to both 

HAC and SBMC. 

• RCHDC has historically remitted $26,000 to SBMC per lot sold, which reduced the principal on 

their loan. The SBMC loan will be fully satisfied with payments from the remaining lots. 

• RCHDC makes monthly and quarterly interest payments to SBMC and HAC, respectively.  

For the six lots recently sold, HAC and RCHDC agreed, in the interim until an RHLF workout 

agreement could be reached, to pay $36,384 per lot. HAC received payments totaling $218,304 

that reduced the principal balance from $873,207 to $654,903. 

                                                           
1 Accrued interest totaled $377,852. RCHDC has paid $171,072 paid. The balance of $206,780 includes $199,563 that staff has 
deemed uncollectible. 
2 Effective March 7, 2017, the term of the loan was modified with a final maturity date of March 9, 2020; the interest rate 
remained at 7.0%. 
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LOAN WORKOUT 

 ~ RURAL COMMUNITIES HOUSING DEVELOPMENT CORPORATION 
September 15, 2017 

 
 

RCHDC FINANCIAL ANNALYSIS 

(As of October 31, 2016 - Audited Financial Statements) 

 

KEY FINANCIAL DATA FROM 2016 AUDIT 

Unrestricted Cash   $2,980,777  
 

Dep./Amort. + Int.+/- Ext. Items $2,992,405  

Total Current Assets  $4,880,121  
 

Operating Cash Flow  $2,744,804  

Total Assets  $49,576,468  
   

   
Ratios: 

 

Current Portion Long-Term Debt (CPLTD)  $3,188,915  
 

Current 1.18:1.0 

Total Current Liabilities  $4,145,345  
 

Debt to Equity 3.22:1.0 

Total LTD $33,687,695  
 

Cash Flow of CPLTD 0.86:1.0 

Total Liabilities   $37,833,040  
   

Net Assets  $11,743,428  
   

     

Total Revenues  $8,113,424  
   

Total Expense  $8,361,025  
   

Net Income/(Loss)   $(247,601) 
   

 

• At FYE 2016, RCHDC had total assets of $49.5MM (Roman Number M=1000’s, MM = million) with 

unrestricted cash of $2.9MM, and current assets of $4.8MM. Total liabilities were $37.8MM with 

current liabilities of $4.1MM and CPLTD of $3.2MM.  Additionally, the organization’s net asset 

position at FYE 16 was $11.7MM. 

• The key balance sheet ratios are current ratio of 1.18x and debt to equity ratio of 3.22x.   

• Based on their current ratio, RCHDC appears to have adequate liquidity. However, there is a 

significant amount of debt in their capital structure (Capital Structure = Debt + Equity). This 

suggest that RCHDC has relied on significant amounts of leverage (i.e., debt) to finance the 

organizations operations, which is an indication of a somewhat higher level of risk. 

• Total revenue at FYE 2016 was $8.1MM, with total operating expense of $8.3MM. The resulting 

net income was a negative $247M. 

• HAC staff evaluated RCHDC’s capacity to service their existing debt (CPLTD) with operating cash 

flow (e.g., operating cash flow = net income + interest expense + depreciation expense +/- 

extraordinary items). 

• At FYE 2016, RCHDC’s operating cash flow was calculated at $2.7MM, with cash flow coverage of 

CPLTD ($3.2MM) at 0.86:1.0. This suggest that the organization did not generate significant cash 

flow in FY 2016 to adequately cover their required debt payments. As a result, the organization 

utilized their significant cash position to aid in debt service. 

• Interim financial statements (06/30/2017) indicate that RCHDC maintains significant unrestricted 

cash balances at $2.0MM.  

• Their current assets are more than adequate to cover their current liabilities, as their current 

ratio exceeds 1.0:1. 

• At YTD 06/30/17 - the organization generated $1.4MM in revenue with $327M in associated 

expenses, and a resulting net income of $154M.    

 

18



LOAN WORKOUT 

 ~ RURAL COMMUNITIES HOUSING DEVELOPMENT CORPORATION 
September 15, 2017 

 
PROPOSAL UNDER REVIEW 

After conferencing with RCHDC’s ED (Brad McDonald) and CFO (Tom Simms) and performing the 

necessary due diligence, it was determined that the most ideal workout strategy for repayment of the 

RHLF loan would be as follows:  

• Discount the accrued and unpaid interest up to 20% (i.e., current balance $206,780 X .20 = 

$41,356 ~ discount). RCHDC would be required to make a one-time payment of the discounted 

amount (i.e., $165,424) within 10 days of signing an agreement. 

• Amortize the outstanding RHLF principal balance of $654,903 over 60 months at 4.75%, with 

monthly payments (P&I) of $12,284.96. The loan will mature on October 31, 2022.  

• HAC shall maintain a security lien in the 18 lots; however, if lots are sold before the loan maturity 

date, RCHDC will repay a minimum of $36,384 per lot. Any payments received will be applied to 

the principal balance of the loan. HAC will release its security lien in the specific lot(s) sold in 

consideration of the per lot minimum. 

• Prepayment of any portion of the loan will be without penalty. 

 

COMMENTS 

• Although RCHDC has significant cash balances, the current CFO states that the organization needs 

to maintain approximately 180 days (approximately $5,727 per day) of operating capital on hand.  

Therefore, they are reluctant to absorb the substantial cash outlay to completely liquidate HAC’s 

RHLF debt. 

• RCHDC’s ED and CFO have been cooperative in negotiating a workout solution for their RHLF 

loan. 

• Between February and August 2017, RCHDC has paid $260,521 ($238,744 principal and $21,777 

accrued interest) on the their RHLF loan. 

• RCHDC modified their current loan with the SBMC to include extending the loan maturity date to 

March 2020. 

• RCHDC pays the SBMC $26,000 at the sale of each lot associated with the Lakewood Homes 

Subdivision; however, this payment arrangement is not documented as a part of their note.  

 

RECOMMENDATION 

1. Grant staff authority to finalize a loan workout agreement with Rural Communities Housing 
Development Corporation. Any material deviations in the final terms must be approved by the 
Executive Director and reported to the Loan Committee. 

19



LOAN CONVERSIONS ~ HLP TO SHOP 2014  September 15, 2017 

 
REQUEST 
Grant staff authority to convert, as necessary, HLP loans to SHOP 2014 to absorb the potential shortfall in 
drawing down all SHOP 2014. The LOCCS expiration date to draw all SHOP 2014 funds is February 10, 
2018, with a unit completion date of March 31, 2019. 
  
BACKGROUND 
HAC was awarded $1,315,440 in SHOP 2014 funds for the development of a minimum 88 self-help units. 
A total of $2,340,225 (168 units) in SHOP 2014 commitments were approved for 18 affiliates. Due to 
cancellations/transfers, commitments decreased to $1,411,225 (98 units) associated with 11 affiliates. 
 
To date, nine affiliates have closed on their commitments and have partially or fully drawn funds and the 
remaining two affiliates have either initiated the loan closing process or are experiencing delays (e.g., 
environmental review, approval of design plans). The status (as of August 31) of the SHOP 2014 is as 
follows: 

LOCCS Account Status Amount Units 

Award (LOCCS) $1,315,440 88 

Funds drawn/disbursements (930,199) (76) 

Remaining LOCCS Funds to Draw $385,241 12 

Anticipated draws/disbursements (121,000) (8) 

Anticipated Shortfall $264,241 4 

 

Based on communications with affiliates regarding the status of any undisbursed funds and the likelihood 
of using the funds by December 31, 2017, HAC does not have enough in the pipeline to absorb the 
anticipated shortfall. To address the anticipated shortfall, staff reviewed: 

• SHOP 2014 closed loans to determine that status of unit development and feasibility of increasing 
the awards and completing additional units by the HUD deadline. 

• HLP closed loans associated with SHOP 2014 (see list below); 10 units are completed/occupied. 
 
Prior to communicating with the HLP groups regarding a potential loan conversion to SHOP 2014, staff 
will confirm that all the SHOP 2014 requirements can be met (e.g., environmental review, expenditure 
dates, ENERGY STAR requirements, unit completion date).  
 
RECOMMENDATION 

1. Grant staff authority to convert, if necessary, any of the listed below HLP loans to SHOP 2014, as 
well other HLP loans that may be identified, with a 90% forgivable portion and up to $15,000 per 
unit. Staff will report to the Loan Committee the HLP loans that were converted.  

 
 Loan No. Organization St Units HLP SHOP 2014 

183-1503 Community Concepts, Inc. ME 4 40,000 60,000 

187-1503 Northwest Regional Housing Authority AR 3 30,000 45,000 

189-1503 Self-Help Enterprises CA 8 80,000 120,000 

191-1504 Woonsocket Neighborhood Development Corporation RI 7 70,000  105,000 

203-1702 Sacramento Neighborhood Housing Services, Inc. CA 10 100,000 150,000 

TOTAL 22 $320,000 $480,000 
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LOAN MATURITY DATE/TERM EXTENSION 

 ~ HOMES IN PARTNERSHIP, INC. 
September 15, 2017 

 
REASON FOR REQUEST 

• 08/01/2017 – Received Homes In Partnership’s (HIP’s) request to extend its HLP loan until 

January 31, 2018 to repay funds associated with eight units not completed. 

 

CURRENT LOAN INFORMATION (as of 9/8/2017) 

Loan Fund Loan No. 
Approved 

Commitment 
Principal 
Balance 

Maturity 
Date 

Proposed 
Units 

Completed 
Units 

HLP 127-0902 $225,000 $120,000 06/30/2017 15 0 

 

PROJECT BACKGROUND 

• 02/06/2009 – Approved loans totaling $930,000 [$705,000 (47 units) for SHOP 2008 and 

$225,000 (15 units) for HLP to assist with infrastructure costs of 62 self-help units in Phase I & II 

in Live Oak Park Subdivision in Webster, Sumter County, Florida. The HLP loan term is zero 

percent interest, with no forgivable portion. 

• HIP experienced difficulties in marketing and qualifying families. The project is in a very remote 

rural area and incomes are significantly below other surrounding areas. 

• 12/18/2015 – Due to the ongoing challenges and an indefinite timeline for completing the 

project, both loans were extended from 12/31/2015 to 06/30/2017. HIP agreed to repay the 

SHOP 2008 loan ($585,000 – 39 units) first and then the HLP ($225,000 – 15 units) in monthly 

installments of $30,000. 

• The SHOP 2008 loan was repaid by June 2017 and $585,000 collected was returned to HUD. For 

the HLP loan, $105,000 had been paid through September 2017 reducing the balance from 

$225,000 to $120,000. 

SECURITY/COLLATERAL 

• First lien on 57 lots in Live Oaks Park Subdivision, Sumter County, FL. (HIP asked that all lien be 

released after all loans are satisfied.)  

• Collateral value is $1,186,640 based on 2016 certified values from Sumter County Property 

Appraiser (Parcel ID# S01J067 = $1,166,440 and Parcel ID# S01J033 = $20,200). 

• 10% LTV ($120,000 principal / $1,186,640 collateral value). 

 

FINANCIAL CONDITION 

• Audit (12/31/2016) 

o Unmodified opinion, with no material weaknesses or significant deficiencies. 

o $12.7 million in total assets; a 1.4 % decrease from FY 2015 of $12.3 million due to the 

sale of inventory (lots and homes under construction). Cash and cash equivalents totaled 

$2.7 million and included $20,957 (SHOP revolving bank account) restricted for 

purchasing and developing land for sale to qualifying low-income families. 

o $2.1 million in total liabilities; a 11.1% decrease from FY 2015 of $2.4 million because of 

principal payment of $459,252 on the HAC outstanding loans. In August 2016, executed a 

$245,200 loan (4.2% interest rate) with Wells Fargo.  

o Unrestricted net assets slightly grew with only a 2.0% increase from FY 2015 ($9.8 

million) to FY 2016 ($10.1 million). 
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LOAN MATURITY DATE/TERM EXTENSION 

 ~ HOMES IN PARTNERSHIP, INC. 
September 15, 2017 

 
o Total revenues of $3.7 million exceeded total expenses of $3.6 million in FY 2016, 

resulting in a $93,555 increase in unrestricted net assets. 

o Key Ratios: Current = 4.93:1; Debt-to-Equity = 21%; and Debt = 12%. 

 

• A-133 Audit (12/31/2016) 

o Unmodified opinion, with no material weaknesses, significant deficiencies, or findings of 

noncompliance. 

o Federal programs include: USDA RD 523 Mutual Self-Help Technical Assistance; HUD 

Housing Counseling Assistance Program; and Department of Labor National Farmworker 

Job Program. 

 

• Interim Financial Statements (07/31/2017) 

o $10.1 million in total assets; $2.0 million in total liabilities; and $8.1 million in net assets. 

o $970,168 in total revenues; $869,738 in total expenses; and $100,430 change in 

unrestricted net assets 

 

COMMENTS/CONCERNS 

• HAC approved the repayment plan; however, the HLP loan extension period was not long enough 

to fully satisfy the debt by June 2017. 

• HIP is currently acting as the developer on two planned subdivision -- Arbor Bend and Juniper 

Bend – in Apopka, Florida. Habitat for Humanity of Greater Orlando and Habitat for Humanity of 

Seminole County and Greater Apopka will construct 56 affordable homes for very low and low-

income families. The Orange County government will invest $724,000 for construction activities 

related to site development. The groundbreaking occurred in March 2017. 

• For the Apopka projects, HIP is using its operating funds up front to cover the expenditures and 

receives reimbursement on the back end. Sometimes reimbursements can take 30-60 days. HIP 

would like to continue making monthly of $30,000 on its HLP loan to avoid a shortfall in their 

operating funds account as a result in reimbursement delays.   

 

RECOMMENDATION 

1. Extend the HLP loan (#170-1202) from June 30, 2017 until January 31, 2018. 

2. Payment of a one percent ($1,200) extension fee based on the outstanding principal balance as 

of 09/08/2017. 
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