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Agenda # 15   
Commission Meeting Date: January 19, 2016  

CITY OF GREAT FALLS  
COMMISSION AGENDA REPORT 

 
 
Item: Transition of the City’s Rehabilitation Loan Program  
 
From: Jennifer Reichelt, Deputy City Manager 
 
Presented By: Jennifer Reichelt, Deputy City Manager 
 
Action Requested: Approve Professional Services Agreement with NeighborWorks Great Falls  
 
 
Suggested Motion:  
 
1.   Commissioner moves: 
 
 “I move that the City Commission approve/not approve the Professional Services 

Agreement with NeighborWorks Great Falls.” 
 
2.  Mayor requests a second to the motion, Commission discussion, public comment, and calls 
for the vote. 
 
 
Staff Recommendation:  Approve the Professional Services Agreement for the transition of the 
initial administration of the City’s Rehabilitation Loan Program to NeighborWorks Great Falls. 
 
Summary:  For almost forty years the City of Great Falls (City) has been offering some type of 
rehabilitation loan programs to its residents. The City now has three programs targeted at 
promoting affordable housing on a citywide basis (Deferred Payment Loan Program, Rental 
Improvement Fund Program, Water and Sewer Loan Program). Funding is available on a limited 
basis and projects are selected by a loan committee on the basis of need and benefit. Each 
program has specific income guidelines and the property must be within the city limits of Great 
Falls.  
 
This past year the City’s Housing Rehab Specialist, who was responsible for administering the 
program, was promoted to the role of Building Official. This was the ideal time for staff to 
determine what made the most sense for the future of the program. They looked at what was 
most cost efficient, what was best for clients, ways to improve customer service, how to 
maximize resources and identified potential opportunities and partnerships.  
 
NeighborWorks Great Falls (NWGF) was identified as a potential partner because it has been 
operating a rehabilitation loan program similar to the City's Deferred Loan Program for over 
thirty years and has in place all of the U.S. Department of Housing and Urban  Development 
(HUD) required procedures to meet federal requirements including: eligibility determination-
documentation, loan processing and underwriting including a loan committee, construction 
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specification and bidding procedures, construction monitoring, and financial reporting.  NWGF 
also has experienced staff that can absorb administering the City's housing rehab programs at a 
cost savings to the City and does an excellent job marketing their programs and organization. 
NeighborWorks Great Falls and NeighborWorks Montana are the only HUD certified secondary 
lenders in Great Falls. 
 
The City has also partnered with NWGF in the past for many programs including the HOME 
deferred mortgage program, CDBG blight removal and infill construction. NWGF’s performance 
has consistently met City and HUD standards. 
 
Pending Commission approval, the City will be utilizing NWGF to operate and oversee the 
Housing Rehabilitation Loan Programs. NWGF will be responsible for processing applications 
for each of the loan programs. The Professional Services Agreement/Sub-Recipient Agreement is 
for an amount not to exceed $50,000, is funded through Community Development Block Grant 
(CDBG) funds and NWGF will be compensated based on the direct cost of operating the 
program (number of loans processed and/or serviced).  

 
Background: 
 
The Transition 
 
Upon Commission approval, NWGF will be operating the City’s three Housing Rehabilitation 
Loan Programs (Deferred Payment Loan Program, Rental Improvement Fund Program and the 
Water and Sewer Loan Program). It will be responsible for processing applications for each of 
the loan programs and will be servicing the City’s existing loans, operating the loan program and 
underwriting new loans. Responsibilities include taking payments, making collections, 
monitoring as well as documenting compliance with HUD and City regulations. 
 
Over the past few months staff has met with NWGF staff and had conference calls with HUD 
representatives regarding the possibility of transition loan servicing to NWGF. HUD has 
reviewed and provided comments and feedback on the proposed Professional Services/Sub-
Recipient Agreement and associated Exhibits and approved the amendment to the City’s CDBG 
Consolidated Plan. 
 
Funding for the loans is provided through the City’s Revolving Loan Program. The Revolving 
Loan Fund was originally funded through CDBG funds. Repayments made on loans help 
replenish the fund. Each year additional CDBG funds are applied for by the City. 
 
The estimated cash balance in the Revolving Loan Fund as of December 2015 is $487,896. This 
balance fluctuates as payments are made and loans are issued. In addition to the cash balance the 
City received $68,341 in CDBG Funds for the City’s Revolving Loan Fund and received funds 
to administer the program for Fiscal Year 2016.  
 
The Revolving Loan Funds will appear on the City’s financial statements as an asset invested in 
NWGF. All existing and current loans will be assigned to NWGF for servicing. As the City’s 
loan servicer, NWGF will be issuing loans on behalf of the City. All new loans will be issued 
under the name of “NeighborWorks Great Falls” and will clearly identify that the City is 
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providing the funding for the loans.   The City will be named as “investor” in the NWGF loan 
servicing software, so all loan proceeds are maintained in the investor account.  
 
Any program income generated through the City’s Loan Program and loans that are serviced or 
closed, will be remitted back to the City and deposited into the Revolving Loan Fund. 
 
The Revolving Loan Fund and/or program income will not be used to pay for or reimburse any 
costs associated with administering the Great Falls Housing Rehabilitation Loan Programs or for 
any other purpose. 
 
NWGF shall make loans for the purpose in which the City’s Housing Rehabilitation Loan 
Program was designed and intended, the funds are not to be combined with any other loans. If 
any of these loans are made to individuals that NWGF is also providing additional, separate 
loans to, the City shall be placed in a superior loan position to NWGF.   
 
NWGF is responsible for adhering to the rules and guidelines of HUD and the CDBG program. 
If NWGF makes loans or conducts activities that are found to be ineligible by HUD, which 
results in a situation that requires repayment of funds to HUD, NWGF may be responsible for 
the repayment. 
 
All proposed loans will be brought to the City’s appointed loan review committee (at this time 
the City’s appointed loan review committee is the Housing Authority) for final review and 
approval. 
 
Loan Programs  
 
The City of Great Falls offers three programs targeted at promoting affordable housing on a 
citywide basis. NWGF will be responsible for operating these loan programs as the City has been 
and for servicing the loans. NeighborWorks has been offering a number of loan programs in the 
community as well and will be continuing to offer them to applicants. 
 
City’s Deferred Payment Loan Program - These funds are used primarily to assist single family 
homeowners in the low income range to make necessary repairs to bring their homes up to code 
and make them safe and sanitary places to live. The applicant must own the home and have lived 
in it for at least one year. The funds are provided to the homeowner in the form of an interest free 
loan; monthly payments are required to begin being paid when the first mortgage is paid off. In 
addition, the full loan amount is due upon any transfer of title. The maximum loan amount is 
$50,000 per homeowner.  The monthly payback of Deferred Payment Loans is structured to 
match the monthly payments from the first mortgage. 
 
City’s Rental Improvement Fund Program - These funds are used to assist property owners to 
make code-related repairs to rental property. Rents for rehabilitated units must be affordable to 
low income tenants and tenants' rents cannot increase for two years. Funds are provided to the 
rental property owner in the form of an interest free loan; monthly payments are required to 
begin being paid back as soon as the project is complete or six months after the loan is awarded, 
whichever comes first. The maximum loan amount is $30,000 per unit and a maximum of 
$100,000 is available to any one owner or group.  The loan term for Rental Improvement Loans 
is no more than ten years.  
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City’s Water and Sewer Loan Program - The objective of this program is to stabilize and 
improve water and sewer service lines by providing financial assistance to landlords and 
homeowners who own their rental and residential property. The program will require payment, 
plus 3% interest, to begin when the project reaches substantial completion. Handicapped, elderly 
and low income owners may be interest-exempt depending on financial ability to repay. Monthly 
payments are due the first of every month. The maximum loan amount is $10,000 per house. 
Water and Sewer loans are traditionally no longer than 10 years; most are between 1-5 years.  
 
NeighborWorks Home Improvement Loan Program – This program provides amortizing loans to 
homeowners to make repairs and improvements to their homes to make them more livable and 
attractive.  Deferred loans are available outside the city in Cascade County using state CDBG 
funds.  
 
NeighborWorks Real Estate Acquisition and Development Program – This program assists non-
profit developers for acquisition, construction and renovation of affordable properties 
(statewide).  
 
NeighborWorks Down Payment Assistance – Deferred second mortgages and amortizing second 
mortgages for down payment are available under this program.  Deferred loans are funded with 
HOME funds.   
 
Loan History 
 
Since 2012, the City has issued 36 rehabilitation loans (deferred, water/sewer and home rehab) 
and from 2012 to 2015, two rental rehabilitation loans have been granted. There are a number of 
loans outstanding that continue to be serviced.  
 
It is staff’s hope that NWGF will be able to issue more loans to eligible applicants, due to its 
staffing levels and the increased marketing to promote the program.  

 

Entity Homeowner and 
Homebuyer 

Loans 
Outstanding

New Loans 
2012 

New Loans 
2013 

New Loans 
2014 

New Loans
2015 

City Deferred 127 10 10 1 3 

City Water/Sewer 11 2 2 6 2 

City HOME/HP 3 0 0 0 0 

City  TOTAL  139 12 12 7 5 

NWGF Deferred DPA 508 16 25 8 18 

NWGF Amortizing DPA 260 14 5 22 33 

NWGF Home 
Improvement 

48 17 24 6 10 

NWGF  TOTAL  816 47 54 36 61  
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Entity Rental Rehab Loans 
Outstanding

New Loans 
2012

New Loans 
2013

New Loans 
2014 

New Loans
2015 

City Rental Rehab  9 0 1 1 0 
NWMT Rental Rehab  16 6 4 3 1 
 

Why NeighborWorks Great Falls 
 
When the City’s Rehab Specialist became the Building Official - it was determined that it would 
no longer be reasonable to have him continue to manage the loan program.  
 
Staff considered the possibility of having existing staff members take on the responsibility of 
managing the program, but due to current workloads and staffing levels in the Planning and 
Community Development, it was determined it would not be possible or in the best interest of 
the program.  
 
If the program were to stay at the City the best option would be to recruit applicants for the 
positions, which would rely upon the award of future CDBG funds each year to fund the role, 
plus finding and training the right person to manage the program. There is the added concern that 
future CDBG funds may be reduced. It was determined that this was the right time to look at 
potential partnerships and opportunities.  
 
When the City began discussions regarding having another organization operate the City’s 
Rehabilitation Loan Program, NWGF was identified as an ideal partner. As an organization it has 
been operating a rehabilitation loan program similar to the City's Deferred Loan Program for 
over thirty years. No other organization in Great Falls has the track record, current portfolio or 
experience level with these types of loans. NeighborWorks Great Falls and NeighborWorks 
Montana are the only HUD certified secondary lenders in Great Falls. 
 
NWGF already has the steps and procedures in place to meet HUD’s requirements including: 
eligibility determination-documentation, loan processing and underwriting including a loan 
committee, construction specification and bidding procedures, construction monitoring, and 
financial reporting.   
 
The Benefits of a Partnership 

 
By combining efforts, both the City and NWGF will be able to maximize resources and 
streamline services. Instead of having rehabilitation and assistance loan programs, which provide 
many of the same benefits offered to qualifying applicants in two different locations, they will 
now be offered in one location. This will make it much easier on the customer, creating a one-
stop-shop for rehabilitation loans in the Great Falls community. 
 
NWGF will still be using the name “City of Great Falls Loan Programs” for the rehabilitation 
loans provided through the City’s Revolving Loan Fund and will have the tools and staffing to 
continue the City’s branding efforts, and will be able to market the program to an even wider 
market.  
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NWGF also has the knowledge, know-how and experience working with these types of loans, 
loan documents, construction documents, clientele and familiarity dealing with HUD restrictions 
and reporting requirements.  
 
This partnership will also free up future CDBG dollars. While funding will still be needed to 
administer the City’s Rehabilitation Loan program, it may not be needed at the same level as in 
the past. In 2016 two CDBG allocations were approved: 
 

 $68,346 for the Revolving Loan Fund 
 $68,000 for the Rehab Specialist (salary and benefits) 

 
City Staff and NWGF staff believes that less money will be needed in the future to have NWGF 
administer the program, freeing up future CDBG funds to be allocated to other areas. 
 
The Details of the Transition 
 
Pending Commission approval, NWGF and the City will be entering into a Professional Services 
Agreement/Sub-Recipient Agreement.  Under State Law (MCA 7-5-4301) all necessary 
contracts for professional, technical, engineering, or legal services are excluded from the 
competitive bidding process. However, it is also important to note that the State’s competitive 
bidding requirement (MCA 7-5-4302) is only required for contracts that are in excess of $80,000. 
This contract is not to exceed $50,000. The term of the agreement is through June 30, 2016; both 
parties may extend the agreement in writing prior to its termination.  
 
NWGF will be required to keep complete and accurate records on all loans being serviced and 
processed and to submit reports on a monthly basis. Reports will include all loans approved, 
payments or income received, current balance of the separate funds and a detailed timesheet for 
staff hours servicing the program. 

 
NWGF will be compensated on a quarterly basis or at an agreed upon interval; based upon size 
and type of loan(s) being issued. NWGF will invoice the City for the direct cost of operating the 
City’s Housing Rehabilitation Loan Program based on the number of loans serviced, 
underwritten and processed. NWGF will submit time cards, to include an hourly rate which may 
include salary, benefits and occupancy rate. NWGF compensation through June 30, 2016 will not 
exceed $50,000. 
 
NWGF will be required to make quarterly payments to the City on the loans it is servicing. Any 
program income generated will be remitted back to the City and deposited into the Revolving 
Loan Fund. 
 
The City can cancel the agreement if NWGF does not provide the necessary documents or 
reports in a timely manner and/or NWGF conducts or funds activities that are found to be 
ineligible by HUD and/or the HUD funds used to support the administration of the program are 
no longer sufficient to support the program.  
 
NWGF can cancel the agreement if the City does not provide payment within sixty (60) days of 
invoice and/or operating the City’s Housing Rehabilitation Loan Program proves not to be 
beneficial to NWGF. 
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If either party chooses to cancel the agreement they must provide a written sixty (60) day notice 
to the other party.   In the event the agreement is terminated, loans serviced and processed by 
NWGF will transfer to the City of Great Falls. 
 
Fiscal Impact:  Transitioning the loan program to NWGF will have no impact on the City’s 
General Fund. NWGF will be reimbursed for services rendered an amount not to exceed $50,000 
which will be paid for out of CDBG funds. 
 
Alternatives:  The City Commission could choose not to approve the Professional Services 
Agreement and the loan program could stay at the City. 
 
Attachments/Exhibits:   
Professional Services Agreement 
Exhibit A 
Exhibit B 
Exhibit C 
 




























