
. ,, , 

' RESOLUTION NO. 8586-R25 

A REOOLurION 
APPROVING AND AUTHORIZING 

THE EXEx::UTION OF AN' AGREEMENI' TO ESTABLISH 
A REHABILITATION LOAN INI'E...REsr SUBSIDY PR03RAM 

WHEREAS, the City Council of the City of Urbana, Illirois, has 

heretofore, on the 20th day of July 1981, resolved to approve an agreerrent 

to Establish a Rehabilitation lDan Interest Program; and 

WHEREAS, the City Council resolved to approve the secnnd agree-

rrent to Establish a Rehabilitation Loan Program on Novanber 7, 1983: and 

WHEREAS, the third Agreement to Establish a Rehabilitation Loan 

Program is predicated on the prior two agreement and serves the purpose 

of providing low interest housing rehabilitation loans to qualified 

Urbana heme owners. 

BS IT REOOLVED BY THE CITY COUNCIL OF THE CITY OF URBANA, 

ILLINOIS, as follows: 

Section 1. That an agreement to establish a Rehabilitation 

Loan Interest Program between the City of Urbana, Illinois and Busey First 

National Bank, in substantially the fonn of the copy of said agreement 

attached hereto and hereby incorporated by reference, be and the same is 

hereby authorized and approved. 

Section 2. That the rrayor of the City of Urbana, Illinois be 

and the same is hereby authorized to execute and deliver and the City Clerk 

of the City of Urbana, Illinois be and the same is hereby authorized to 

attest to said execution of said Agreement as so authorized and approved 

for and on behalf of the City of Urbana, Illirois. 
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1986. 

. 
,ti)-- k:! 

APPIUJED by the mayor this _/(r_ day of -~-------

1986. 



THIS IS THE ATTACHMENT WHICH IS REFERRED TO IN 

RESOLUTION NO. 8586-R25 AND IS INCORPORATED -------
THEREIN BY REFERENCE. 

Rut 

~II Dat~ J 



AGREEMEN'I' TO ESTABLISH REHABILITATION 

LOAN IN1.I'EREST SUBSIDY PROGRAM 

THIS AGREEMENT, MADE AND ENTERED INTO this __ day of--------

1986 by and between the City of Urbana, an Illinois Municipal Corporation, 

situated in Champaign County and in the State of Illinois, hereinafter re­

ferred to as "THE CITY", and 
~~~~~~~~~~~~~~~~~~~~~~-

1. Program. The "Program" established under the terms and conditions 

of this Agreement shall be called "The Rehabilitation Incentive Program". 

2. Initial Deposit. Within sixty (60) days of approval of this Agree-
. 

ment by the United States Department cf Housing and Urban Development, 

hereinafter referred to as "HUD", insc far as such date is after 

The City will deposit $250,000.00 in accounts at The Lending Institution, 

for the uses and purposes herein set forth. Subject to approval of The 

Lending Institution and HUD, The City may deposit additional sums from 

time to time. 

3. Loans. Upon said deposit being made, The Lending Institution will 

process property rehabilitation loans to the persons designated by The 

City through the Community Development Division as qualified under the 

guidelines of the "Community Development Housing Rehabilitation Program 

Operational Manual (Revised)", hereinafter referred to as "The Manual". 

4. Grants/Deferred Loan. Upon said deposit being made, The City will 

process property rehabilitation grants/deferred loans to the persons 

designated by the Community Development Division as qualified under the 

guidelines of The Manual. 

5. Initial Loan. The first such loan, or the first such grant/deferred 

loan, shall be committed within forty-five (45) days of said deposit being 

made. Failure to commit said first loan or grant/deferred loan within 

forty-five (45) days can be cause for withdrawal of the funds if required 

by HUD. 



6. City of Urbana Responsibilities. 

A. Loe.n Program. It shall be the responsibility of T'he City to 

determine whether an applicant qualifies to participate in the 

Loan Program set forth in The Manual. The City, through its 

Community Development Division, shall furnish the following ser­

vices and assistance: 

1. Receive and review loan applications; 

2. Verify information on application and deter~ine eligibility 

in terms of residency, property ownership, debt limitations and 

income as set forth in The Manual; 

3. Inspect the applicant's prop~rty and estimate the cost of 

correcting Code violations in order to bring the property to 

mimimum property standards as described in the BOCA Basic 

Property Maintenance Code of 1978, other applicable City Codes, 

and required HUD rehabilitation standards, and estimate t~e cost 

of eligible general property improvements as set forth in The 

Manual; 

4. Based upon the cost to rehabilitate the applicant's pro­

perty, applicant's incone and other factors as set forth in 

The :.ranual, deter~ine the est ir::ated loan amount and the effec­

tive interest rate as such loan for which the applicant qualifies; 

5. Acting as the applicant's '3.~er.t, '.l.ivise :i.pplican':s of costs 

involved and opt ions available, and if :ieemed necessary, fo.r..rard. 

the loan file to The Lending Institution for preli~inary financial 

st3.t 1.is approval. 

6. Upon selection of the general contractor, forward all per­

tinent loan doc 1~--::.e!1ts to The Lending Institution for final approval. 

7. Prepare C.J. subsidy doc·Jl!lents and attend loan closing. 

8. Conduct closing on contract doc~~ents for the rehabilitation 

work and issue Order to Proceed to the general contractor; 

9. Perform progress inspections of the rehabilitation work to 

assure that the work is being co~pleted in accordance with the 
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construction co!'ltract. All payment requests f:r-om the general 

contr::i.ctor shall be submitted to the City through its Co~unity 

Development Division for approval prior to submission to The 

Bank. The responsibility for review of lien waivers, contractor 

affidavits and related documents shall be The Lending Institution's 

with the advice and consent of Th~ City; 

10. Upon sati3factory presentation of documents by the con­

tractor, 1.ipon The City's approval of the work and requested 

amount of payment, and upon satisfactory review of contractor 

documents by The Lending Institution and The City, The Lending 

Institution shall pay out on the payment request; and 

11. Upon completion of the work, a final inspection shall be 

conducted by The City and a Certificate of Occupancy issued prior 

to final payment to the contractor. 

B. Grant/Defen:-ed Loan Program. The Grant/Deferred Loan program shall 

be carried out substantially as set forth in Section 6 (A) above, recog­

nizing that The ~anual requires in some instances different procedures 

for grants/deferred loans, such as the percent~~e of general property 

improvements eligible, a r.iaxim'..l!ll grant of .$15, JOO, lower inc one require­

ments, and no loan closing. 

~he City's responsibilities in connection with the above Section 6, 

shall be carried out in accordance with 'l'he Manual and in accordance 

with all :i:UD regulations pursua!'lt to 2cr._-:;u:1ity Develop::ient '.3lock Gran-t:, 

re:Sulations. 

7, Lending Institution Responsibilities. 

A. Loan ?rogram. It shall be the responsibility of The Lending Instit·1-

tion to handle all other matters of processing and administering the 

loans according to c·1stomary standards for lenders making property 

improvement loans in this area, and according to all applicable laws, 

including Truth in Lending regulations and the nondiscrimination regu­

lations. The ~ending Institution shall have the right to refuse to 

make a loan if the proposed security for the loan or the proposed 

borrower is not an acceptable risk acc'.Jrdi!'lg to the standard underwrit­

ing requirements of The Lending Institution, and taking into considera­

tion all relevant information including the interest subsidy to be paid 
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by The Ci~y. In the event of default, The Lending Institution shall 

have sole responsibility for collection as well as risk of loss, except 

that The Lending Institution shall be entitled to receive the interest 

subsidy until the loan is collected in full or the original term of the 

loan expires, whichever occurs first. If a loan is in default beyond 

thirty-one (31) days, The Lending Institution must inform The City at 

its Community Development Division offices. The Lending Insitution 

will provide a list of such delinquent loans, if any, to the City's 

Community Development DiYision each ~onth. 

8. Expenses. The Lending Institution may charge to The City or the borrower 

or a combination thereof, or add to the loan amount any reasonable credit re­

port fees, recording fees, appraisal .fees, title costs, or other out-of-pocket 

expenses incidental to the loan that are actually incurred or are reasonably 

charged to other borrowers. The Lending Insitution shall provide, free of 

charge to the resident and The City, all grant/deferred loan origination ser­

vices, which could include appraisals, credit checks and title searches. 

9. Rehabilitation Incentive Loan Terms. Rehabilitation Incentive Loan 

shall be made by the Lending Insitutions at the following Interest Rate an~ 

Term. 

Term of I..oan Interest Rate to Ci t;z 

1-36 months 11~ 

37-60 :-:ionths : ) ~""' .._.::._,) 

61-96 :-:ionths lJ'~ 

97-"2..20 ::-,onths 11 '.~ - , 

The City will :iesie;nate the Term of the Loan based on the 'l.mount of the 

loan, the ratio of applicant's debt to expenses, and affor1able nont'.1.ly 

payments to the applicant. 

10. Interest Subsidy. ~he City of Urbana shall pay the City's portion of 

interest subsidy in a l'l!!lp su."1, iisco 1mted, at the ti!:'.e of loan closing. 

The interest subsi:iy will be the a..':1.ount eq'...tal to the difference between the 

annual percentage rate prescribed by The Lending Instit'J.tion and the 6~ 

subsidized interest rate by t!:'.e City. I:iterest subsidy ·,yi:!_l be discounted 

based on the prevailing interest rates on liquid asset acco 1mts at the ti~e 

of loan closing. 
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11. Interest on Accounts. 

A. Loan Account. The City shall deposit Community Development Funds 

in a Liquid Asset Account for the duration of the program. These funds 

will earn the standard interest rate for deposits of similar size and 

maturity. Deposit a.mount in the Liquid Asset Account will be $235,000 

a.nd will be used to cover the expenses of all housing assistance programs. 

B. Grant Account. The City shall deposit an additional $15,000 in a 

passbook savings account; earning the prevailing rate for such deposits 

and to be used for the Rehabilitation Grant Program. 

12. Loan Volume. The Lending Institution, shall, during the initial two­

year term of this Agreement, or as the term may be extended by the parties 

to this Agreement and HUD, make loans under this Agreement in the amount of 

at least $300,000 if eligible applicants are forthcoming from the City. 

13. Termination. This Agree~ent shall terminate two (2) years from the 

date of execution, unless it is hereafter extended by written agreement 

of the parties with approval from HUD. Upon termination, The Lending Insti­

tution shall not be required to make further loans nor provide further grant 

origination services and ':'he City shall be entitlei to withdraw from the ac­

counts all unobligated funds. The term "unobligated funds" means any amounts 

that, based on generally accepted actuarial principles, are not needed to 

meet the remaining i:lterest subsidies 'J!lier this Agreement on the loans out­

standing at the time of termination. As all of said loans are either paid, 

or their term expires, whichever occurs firs~, The City shall be entitled 

to the funds re~aining in the account. 

14. HUD Requirements. 

A. The loans and grants made pursuant to this Agreement shall be 

subject to the same requirements (excluding the treatment of loan 

repayments as program income) as are applicable to direct loan or 

grant assist9.!1ce provided for the rehabilitation of private property 

under HUD regulations or Community Development Block Grants, 24 CFR 

Part 570. 

B. The Terms and conditions of this Agreement are subject to the 

provisions governing l•J.mp S'Jm drawdowns for property rehabilitation, 
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Part 570.513 of the HUD regulations on Community Development Block 

Grants 24 CFR Part 570. Further, if The Lending Institution shall 

default in any terms of this Agreement or said regulations, The City 

may, in addition to other legal remedy, withdraw from the accounts 

any unobligated funds required by HUD in the exercise of corrective 

or remedial actions authorized illlder Part 570.910(b) of said regula­

tions. 

15. Contingency. This Agreement may be contingent upon its being reviewed 

and accepted by HUD. 

IN WITNESS WHEREOF each party has agreed to the provisions herein 

stated has caused this Agreement to be executed by its duly authorized 

representative. 

BUSEY lST NATIONAL BA.NK 

Ed. A. Scharlau, President 

Ruth S. Brookens 
City Clerk 

THE CITY OF URBANA 

By: 

The Honorable Jeff re~' T. Markland 


