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Glossary Of Affordable Housing Financing & Development Terms

Accessible housing: Dwellings that meet the needs of the physically disabled; interpretations of how those needs can be met vary somewhat across localities, but generally require barrier-free, adaptable design in both common areas and individual units.
Acquisition financing: Funds obtained for the purpose of purchasing vacant land or properties.

Adjusted gross income: Income after standard deductions set by federal guidelines.

Affordable housing: A general term applied to public- and private-sector efforts to help low- and moderate-income people purchase or lease housing.  As defined by the United States Department of Housing and Urban Development, any housing accommodation for which a tenant household pays 30% or less of its income.

Amortization: A gradual paying off of a debt by periodic installments.  

Appraisal: Official report required by lenders and regulators, giving an opinion of value based on pertinent data and prepared by a qualified appraiser.

Area Median Income (AMI): A figure calculated by HUD based on census data, for specific size households in a specific area. The median income divides the income distribution into two equal groups, one having incomes above the median, and other having incomes below the median.

At risk of homelessness: A person or family that is coming out of a treatment program, institution, transitional living program, half-way house or jail and has no place to go; is living in a situation where the person/family is at great risk of loosing their housing; is in need of supportive services to maintain their tenancy or is living in an inappropriate housing situation (i.e. Substandard housing, overcrowding, etc.).

Bond financing: A municipal bond is an interest-bearing debt obligation issued by a state or local municipality, which may support general government needs or fund a public works project. A municipal bond can also be issued by legal entities such as a housing authority.

Building code: Regulations, ordinances or statutory requirements of a governmental unit relating to building construction and occupancy.

Cash flow: The income remaining after all operating expenses and debt service have been paid.

Cashflow bridge loan: Cashflow bridge loans are used to assist sponsors in meeting an emergency need by bridging a time-delayed regular payment or start-up of a contract. Proceeds may fund any costs, including working capital, for which the borrower will receive a future payment under a contract or grant (e.g. against a tax credit syndication developer fee for project or executed government contract or philanthropic grant).

Census tract: A small statistical subdivision of a county. Census tract data identifies population and housing statistics about a specific part of an urban area. A single community may be composed of many census tracts. Census tract information is used to make allocations and other decisions regarding housing and community development.

CDBG (Community Development Block Grants): Community Development Block Grants are provided to communities from the U.S. Dept. of Housing and Urban Development (HUD) for a range of eligible activities, setting their own priorities as long as they meet basic program requirements. Larger cities and counties receive formula funding; small communities compete for funding which is administered by states.

Community Development Corporation (CDC): Non-profit groups accountable to local residents that engage in a wide range of physical, economic and human development activities. CDCs rebuild their communities through housing, commercial, job development and other activities. A CDC’s mission is normally focused on serving the local needs of low- or moderate-income households.

Closing costs: Expenses involved in transferring real estate from a seller to a buyer, including lawyer's fees, charges for surveys, title searches, title insurance, and fees for recording deeds, mortgages and other documents.

Collateral: Stocks, bonds, evidence of deposit, and other marketable properties which a borrower pledges as security until a loan is repaid. In mortgage lending, the collateral is the specific real property being financed.

Commitment: A statement in writing representing a lender's legal commitment to a borrower that it will loan a certain amount of money at a particular interest rate and term, contingent upon specific conditions being met by the borrower.

Commitment fee: Lender's charge for agreeing to hold credit available for a specific period of time and to reimburse the lender for administrative costs of underwriting the loan. The fee is usually payable when the borrower accepts the commitment, evidenced by signing the commitment letter.

Community Housing Development Organization (CHDO): A non profit housing development organization which can be eligible for a portion of a Participating Jurisdiction's HOME Funds allocation and for technical assistance, site control and seed money loans.  A CHDO may also be eligible for organizational support. A community development organization must meet HUD-established criteria and be certified by the Participating Jurisdiction within its area of service in order to be eligible for development set asides and organizational support.

Community Reinvestment Act (CRA): Passed in 1977 (federal legislation), it states that commercial banks and thrifts have a continuing and affirmative obligation to help meet the credit needs of the local communities which they serve. It requires regulatory agencies to evaluate these institutions' record of meeting the credit needs of their designated communities, consistent with the safe and sound operation of the institution.

Construction loan: A loan, usually short term, which is made to finance the actual construction or renovation of a property. The funds are distributed as needed in accordance with a disbursement agreement, and the money is repaid on completion of the project, usually from the proceeds of a permanent mortgage.

Contract of sale (purchase agreement): Document which states the conditions under which a property will be transferred and the rights and obligations of the buyer and the seller during the contract period.

Debt Service Coverage (DSC): The ratio of estimated net operating income to debt service. This ratio is established by lenders to provide a cushion between the amount remaining after payment of operating costs and the amount of the annual mortgage payment.

Davis-Bacon act: An act passed in 1931, and subsequently amended, requiring that all laborers and mechanics employed in certain programs of federal financial assistance involving construction activities be paid wage rates no less than those prevailing on similar construction in the locality, as determined by the Secretary of Labor.

Drawdown: The withdrawal of funds from an account established for a specific purpose (e.g., drawing funds against a letter of credit, a federal grant, or an escrow account).

Environmental assessment: Official report required by lenders to determine whether a proposed development site may have been contaminated by hazardous wastes.

Environmental survey: Assessment of the project site to identify physical characteristics, such as soil conditions, presence of wetlands.

Equity: The amount of an owner's free and clear interest in real property which represents the difference between the property's market value and the amount of debt and other encumbrances.

Errors and omissions insurance: Insurance carried by architects or engineers to protect them from claims based on malpractice due to faulty designs. Also called professional liability insurance.

Escrow: Money, securities or other properties or instruments held by a third party until the conditions of a contract are met.

Fair housing laws: Federal, state, or local laws prohibiting discrimination in the sale, rental, or financing of housing, for any reasons.

Fair Market Rent (FMR): Fair Market Rent is an amount determined by the U.S. Dept. of Housing and Urban Development (HUD) to be the cost of modest, non-luxury rental units in a specific market area. Generally, an "affordable" rent is considered to be below the Fair Market Rent.

Forgivable loan: A loan with no repayment obligation if program requirements are met for a specified period of time. Usually provided by a public or other non-profit entity.

General contractor: The main contractor for a project who may hire smaller or more specialized contractors for portions of a development.

Guaranty: A guaranty is a promise by another organization to repay a loan on behalf of the borrower in the event that the borrower defaults on its obligation. A parent organization or an affiliate of the borrower typically provides guarantees. A guaranty is typically required if the borrower has few or no assets (e.g. newly created affiliate established to hold the real estate for tax credit & other purposes). 

Intercreditor agreement: An intercreditor agreement details terms and conditions of agreement between lenders as to order and amount of disbursements and repayments. It may be required when a lender records a mortgage and there are 2 or more other mortgage lenders involved. Given the multiple parties involved, these can be difficult and time consuming to negotiate. 

Hard costs: The direct costs to construct a building, also known as "bricks and mortar" costs, as distinguished from legal, financing, architectural and other fees required for the project.

Housing and Redevelopment Authority (HRA): A branch of city or county government that coordinates housing programs and administers redevelopment activities.

Housing and Urban Development (HUD): The U.S. Department of Housing and Redevelopment, created in 1965 to administer programs of the federal government which provide assistance for housing for the development of the nation's communities. HUD administers housing and home finance programs, the Public Housing Administration and FHA.

Loan closing: Legal session during which final loan documents are executed and the loan is funded.

Loan term: The amount of time over which a borrower is expected to repay the loan.

Loan-to-value ratio (LTV): The ratio of money a lender is willing to lend relative to the appraised value of the property. 

Long-term homelessness:  Includes all people who have been homeless for long periods of time, as evidenced by repeated (three or more times) or extended (a year or more) stays in the streets, emergency shelters, or other temporary settings, sometimes cycling between homelessness and hospitals, jails, or prisons. This definition intentionally includes a larger group of people than the federal government’s definition, such as families and youth. The federal government (and as a result, many states, cities, and service providers) frequently uses the term "chronically homeless," defined as “an unaccompanied homeless individual with a disabling condition who has either been continuously homeless for a year or more, or has had at least four episodes of homelessness in the past three years” (Notice of Funding Availability for the Collaborative Initiative to Help End Chronic Homelessness/Federal Register, Vol. 68, No. 17/Monday, January 27, 2003, 4019). This definition excludes homeless families and partnered homeless people as well as those who do not have a documented disability. CSH asserts that anyone who has been homeless for the long-term may be well served by the services and housing offered by permanent supportive housing providers.

Low Income Housing Tax Credit (LIHTC): A congressionally created tax credit (Internal Revenue Code Section 42) available to investors in low income housing designed to encourage investment that helps finance construction and rehabilitation of housing for low income renters.

Master leasing: A legal contract in which a third party (other than the actual tenant) enters into a lease agreement with the property owner and is responsible for tenant selection and collection of rental payments from sub-lessees (see sublease).

Mortgage: Debt instrument by which the borrower (mortgagor) gives the lender (mortgagee) a lien on property as security for the repayment of a loan.

Net operating income (NOI): The amount of income left after total operating expenses, but not the mortgage payments, have been paid.

NOFA: Notice Of Funding Availability; see SuperNOFA.

No-interest loan: A loan for which the lender does not charge interest, but which must be repaid.

Operating and maintenance expenses: The ordinary expenses of operating and maintaining an income property, such as taxes, insurance, repairs, utilities, etc.

Operating reserve: Funds set aside to be used to offset possible losses due to unexpectedly low rent collections or unanticipated operating and maintenance costs.  A reserve may be required by a lender in the form of an escrow to pay upcoming taxes and insurance costs.

Option: The right to purchase or lease a property upon specified terms within a specified period of time.

Owner’s representative: An individual or firm designated to act on behalf of the owner on construction projects.

Pre-development financing: Funding to cover project – such as architectural, engineering, legal, and environmental services – that are incurred before funds to pay the project costs are available. Funds may come from the owner's resources or from an intermediary funding organization, and are typically reimbursed by a designated construction or permanent loan.

Permanent housing:  In the world of supportive housing, the term "permanent" typically refers to affordable rental housing in which the tenants have the legal right to remain in the unit as long as they wish, as defined by the terms of a renewable lease agreement. Tenants enjoy all of the rights and responsibilities of typical rental housing, so long as they abide by the (reasonable) conditions of their lease. 

Pro forma income and expenses: Statement showing the expected development or annual income and expenses of a project.

Public housing agency/authority (PHA): Any state or local government entity or its agency which is authorized to engage in or assist the development or operation of low-income housing. Public Housing projects are owned by PHAs, but supported through funding from the federal government (HUD). (aka LHA’s Local Housing Authorities)

Reasonable accommodation: The legal requirement that housing features, procedures, and other adjustments are considered and/or made to meet the needs of a person with a disability.

Recourse loan: A recourse loan permits the lender to seek recourse beyond the pledged collateral. Loans are typically structured as "recourse" obligations of the borrower. This means that in the event that the loan is not repaid in accordance with its terms, then the lender can seek a legal judgment against the borrower, permitting the lender to receive repayment of the loan from the assets of the borrower. The value of the borrower's assets may be determined by an evaluation of the financial statements of the borrower.

Replacement reserves: Funds set aside on an annual basis to be used to pay for anticipated replacement of systems and equipment.

Revolving loan: Proceeds may be used for various purchases; funds may be repaid and drawn again. Revolving loans are used to facilitate project development by funding multiple purchases, which have multiple repayment dates and/or sources. 

Scattered-site: Housing units that are not located at one single location.

Section 8 housing: This type of affordable housing is based on the use of subsidies, the amount of which is geared to the tenant's ability to pay. The subsidy makes up the difference between what the low-income household can afford, and the contract rent established by HUD for an adequate housing unit. Subsidies are either attached to specific units in a property (project-based), or are portable and move with the tenants that receive them (tenant-based). The Section 8 program was passed by Congress in 1974 as part of a major restructuring of the HUD low-income housing programs.

Site control: Evidence that a developer has, or will have control of a site by the time financing is committed. Evidence can be an option agreement, a purchase agreement/contract, or evidence of ownership (grant deed).

Single site: Housing units that are located within one building or area, typically located on just one site.

Soft costs: Expenses other than "bricks and mortar" costs incurred in developing a real estate project. They include legal, architectural, financing and other fees.

Sources and uses: A schedule submitted as part of a financing application that identifies the different sources of funding for the construction of a project and a detailed identification of the uses of the funds in the development process.

Sublease: A secondary lease agreement in which the tenant signs a lease with someone other than the owner or owner’s agent.  Tenants who sign sublease agreements maintain state and local tenancy rights and responsibilities.

Subordinated loan: A loan that is repayable only after other debts with a higher claim have been satisfied.

SuperNOFA - Super Notice of Funding Availability: Each year, the U.S. Department of Housing and Urban Development (HUD) issues a super Notice of Funding Availability (NOFA) for the Department's Housing, Community Development, and Empowerment programs. This SuperNOFA announces the availability of HUD program funds covering 32 grant programs, including the Supportive Housing, Shelter Plus Care, and Section 8 Moderate Rehabilitation Single Room Occupancy programs; the Housing Opportunities for Homeless Persons with AIDS (HOPWA); Section 202 Supportive Housing for the Elderly; and Section 811 Supportive Housing for Persons with Disabilities. 

Supportive Housing: The term "supportive" in supportive housing refers to housing with voluntary, flexible services designed primarily to help tenants maintain housing.  These voluntary services are those that are available to but not demanded of tenants, such as service coordination/case management, physical and mental health, substance use management and recovery support, job training, literacy and education, youth and children's programs, and money management.

Survey: A legal record of the exact boundaries and location of a property

Take-out loan: The take-out loan is a permanent mortgage loan which replaces the construction loan; also called permanent end loans.

Tax credits: Tax benefits, granted for engaging in particular activities, that are subtracted on a dollar for dollar basis, from taxes owed.  Also see Low Income Housing Tax Credits

Title insurance: Insurance which protects an owner or other party of interest against defects in title created by improper parties signing an instrument of conveyance, fraud, etc.

Under writing process: Process of analyzing the creditworthiness of a loan application and determining the terms and conditions of a loan.

Vacancy allowance: The estimated amount of income that will be lost during one year from rental units that remain empty for a period of time.
The following sources were used to create this glossary:

CSH Definitions page from the Toolkit for Ending Long-Term Homelessness

http://www.csh.org/index.cfm?fuseaction=Page.viewPage&pageID=3432
LISC Twin Cities – A Basic Housing Development Glossary

http://www.lisc.org/twin_cities/resources/development_6809/development_6812.shtml
LISC Online Resource Library Master Glossary

http://www.lisc.org/resources/glossary.shtml
LISC Affordable Housing Preservation Glossary

http://www.lisc.org/resources/2001/06/preservation_554.shtml?Affordable+Housing
Enterprise Foundation Glossary Of Housing Production Terms

http://enterprisefoundation.org/resources/ERD/resource.asp?id=1267&c=4&a=view&f=browse
Enterprise Foundation Risk Control Glossary

http://enterprisefoundation.org/resources/ERD/resource.asp?id=1257&c=3&a=view&f=browse
NAHRO Glossary of Housing/CD Terms

http://www.nahro.org/reference/glossary.html
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