Michigan State Housing Development Authority

Pre-Development Loan Program Statement
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Section 1:  Purpose 
The Pre-Development Loan Program (PDL) provides interest-free capital for costs incurred prior to the development of certain housing projects.  See Sections 2, 3, 4, and 5 below for eligibility requirements.

Section 2:  Eligible Applicants  
Non-profit housing organizations with 501 (c) (3) tax-exempt status from the U.S. Internal Revenue Service, registered to do business in the State of Michigan, and with a current Certificate of Good Standing from the State of Michigan. 
Section 3:  Eligible Proposals 
· Homebuyer and rental proposals seeking funding from the Authority’s Community Development Division;

· Eligible rental development proposals seeking financing from the Authority’s Rental Development Division;

· Rental development proposals seeking a 9% Low Income Housing Tax Credit award; and

· Any other development proposal that will be submitted to any division of the Authority.

Section 4:  Eligible Uses 
The Authority reserves the right and sole discretion in the determination of costs that are eligible for pre-development funding.  PDL eligible costs generally include, but are not limited to the following: 
· Option or earnest money payments on a purchase and sale contract, where such options include language specifying the option is contingent upon meeting Environmental Review requirements as well as securing project financing;
· Market feasibility analysis or market study
· market studies must be contracted by the Authority – for further details see the Developers and Contractors section Authority’s website, Tab C of the Combined Application for Rental Housing Programs;  
· If a loan is approved that includes a market study and other items, disbursement on the other items will be contingent upon the completed market study demonstrating sufficient market demand to the satisfaction of the Authority’s Chief Market Analyst (i.e. the market study must be the first item commissioned, completed, and approved);

· appraisal services;
· environmental testing/assessments;
· legal services (may not exceed 15% of the loan amount);
· architectural/engineering design services;
· costs associated with zoning approvals;
· engineer’s assessment of existing conditions;
· soil tests (e.g., geotechnical testing);

· title costs;
· consulting fees (may not exceed 15% of the loan amount); and
· other eligible development costs as determined by the Authority.
Section 5:  Ineligible Uses 
PDL ineligible costs generally include, but are not limited to the following: 
· Application fees;

· Pre-development costs incurred by the applicant prior to the submission of the loan application; 

· Principle and/or interest of other loans;

· Related party expenses; and

· Construction costs. 

Section 6: Loan Terms 
· Loans are 0.00% interest.
· A cash match of twenty percent (20%) is required, and evidence of the match must be supplied prior to disbursement of loan funds.

· Loans are repayable upon the earlier of: (a) permanent financing or construction lending closing, (b) initial LIHTC equity disbursement, (c) grant funding, or (d) five (5) years from initial disbursement.  
· Repayment may be waived if there are impediments to project development the Authority determines are reasonably beyond the control of the borrower.  The borrower must submit a written request (with the rationale) asking for a waiver and the Authority will provide the borrower written notification of its decision.
· Term is 5 years, unless the Authority approves an extension.  
· The maximum funding amount for any one proposal under the PDL program is $150,000. 
· A maximum of $300,000 in outstanding loan funds per applicant, including related entities, will be allowed at any point in time.  The outstanding loan balance includes any amounts that were not repaid, even if such repayments were waived by the Authority.
Funding limits per PDL will not exceed the maximum limits described above. The Authority in its sole discretion reserves the right to reduce or limit funding at an amount that is less than what the applicant desires. 
In the event the loan recipient violates any provision of the loan agreement, it shall be notified of the violation and given a 30-day period in which to correct the violation to the satisfaction of the Authority.  In the event the violation is not satisfied, the loan may be terminated and/or immediately made repayable by the Authority.  
Section 7:  Application Process 
All applicants for the loan must submit a completed Pre-Development Loan Application through the on-line application process. Applications will be reviewed as they are submitted.  There is a loan application fee of $250.

As part of the loan application review process, the Authority will perform a background and credit check on the applicant.  

Any commitments of a loan award are contingent on the availability of funds.   A loan commitment carries no entitlement or assurance of a commitment for the same project through other Authority funding or financing programs. The Authority reserves the right to reject or cease processing any or all submissions or applications.
Section 8:  Amendments

Amendments, (e.g., increases in the amount, line item changes, or time extensions) must be submitted on line, with supporting rationale.

Section 9:  Loan Underwriting 
The Authority will conduct an analysis of all loan proposals.  This analysis will include, but not be limited to, a review of the following:
· Is the applicant eligible to apply?

· Is the proposal eligible for Authority funding or financing, or are there any reasons it is likely to not be funded?
· Are the proposed uses for the loan funds eligible?
· Does there appear to be a market for the final proposal, or are there obvious market concerns?

· Are there any known zoning or land use issues regarding the proposed use? 
· If so, what is the likelihood and timeframe for obtaining the applicable zoning? 

· Are there any obvious barriers to the applicant securing clear title to the property? 
· If so, does the applicant have a plan to address those barriers?

· Do the preliminary development costs (if available, given the stage of the proposed project) projected by the applicant appear reasonable?

· Do the proposed operating expenses (if available, given the stage or nature of the proposed project) for the project appear reasonable? 

· Is the applicant likely to secure the operating subsidies (if any) identified in the operating budget? 
· If a supportive housing proposal, will it need HCV or Section 8 subsidies to operate (if this is known)?  
· If so, has the applicant had any discussions with the appropriate Authority staff?
· If the proposal is rental, does the applicant have property management experience or does the proposal have an acceptable fee agent?

· Do all the identified members of the development team have relevant and sufficient experience necessary to carry out the project? 

· Does the applicant or any members of the development team have any history with Authority programs that may impact the likelihood of the proposals success?
· Do the applicant’s budget, audit and most recent 990 Form indicate reasonable financial strength?
· Is the applicant likely to complete the proposed project?
· Are there any red flags based upon a background check and/or credit report? 

Section 10:  Disbursement Process 
Once a loan agreement is executed, the Authority will disburse funds in accordance with the approved budget. Upon receipt and approval of evidence of the applicants having paid an eligible expense, the Authority will reimburse the borrower.  Advances may be approved at the discretion of the Authority.  The Authority may limit the frequency of requests for reimbursement. 
Section 11:  Reporting 
The applicant will be required to provide quarterly written updates regarding the status of the project associated with the loan in the form and manner prescribed by the Authority.

Section 12:  Questions 
Applicants are encouraged to contact the Authority’s Community Development Division at 517-373-1974 or 1-800-382-4568 (TDD) to discuss any questions about the PDL Program. 
Section 13:  Non-Discrimination Policy 
Michigan State Housing Development Authority (MSHDA) is an equal opportunity employer/program.  Auxiliary aids, services and other reasonable accommodations are available upon request to individuals with disabilities.

