Federal Home Loan Bank of Seattle Community Investments Program Guide

“HomeStart
is a great tool for first-time homebuyers and for our company. Our ability to offer downpayment
assistance makes us a more attractive lender. And because HomeS$tart customers
are required to take a homebuyer education course, they are prepared for the responsibility
of owning a home—and that reduces our risk. We expect that our use of HomeS$tart will continue
to grow, particularly in this challenging market.”

Lyndora Taylor
Vice President, Residential Lending, OSU Federal Credit Union
Corvallis, Oregon

“Community investment
iS an important part of our
responsibility as a
financial institution.
When the community does well,
so does the business
environment, and that’s

good for all of us.”

Larry Miner
Chief Operating Officer, Bank of American Fork
American Fork, Utah

“We have used EDF advances to fund small business loans, commercial
real estate loans, and assets held as investments where the project is located in an economically
disadvantaged area. We have even used EDF advances to fund an investment
in New Market Tax Credits. Because of EDF, buildings have been built and jobs have been
created in places that need them the most.”

Anthony M. George
Executive Vice President and Chief Financial Officer, Kitsap Bank
Port Orchard, Washington



Product Matrix

PROGRAM

PURPOSE

FUNDING TYPE / USE

AMOUNT AVAILABLE

APPLICATION / FUNDING PROCESS

KEY REQUIREMENTS

AHP/
Affordable Housing
Program

To acquire, develop, and/or rehabilitate
affordable rental or owner-occupied housing
for households earning up to 80 percent of
area median income, adjusted for family size.

Direct subsidy and subsidized advance program.
Funds may be used to:

» Provide gap financing

» Reduce mortgage principal

» Fund rehabilitation and new construction
* Cover downpayment and closing costs

» Lower the interest rate on a loan

» Preserve affordable housing

AHP is funded with 10 percent of the Seattle
Bank’s annual net income. Project awards vary,

based on annual funding availability and project

size and need.

The Seattle Bank conducts competitive
funding rounds once or twice a year.

Members must underwrite the projects they
submit. Projects must meet eligibility, feasibility,
retention, monitoring, and compliance require-
ments. At least 20 percent of units in rental
projects must be affordable to households at or
below 50 percent of area median income. Funds
must be partially drawn within one year and
completely used within three years of approval.

HomeS$tart Program

Home$tart: To provide financial assistance
to first-time homebuyers earning up to

80 percent of area median income, adjusted
for family size.

HomeS$tart Plus: To provide financial
assistance to first-time homebuyers earning
up to 80 percent of area median income,
adjusted for family size, who also receive
public housing assistance.

Matching grant program. Funds may be used to:
» Cover downpayment and closing costs
* Fund rehabilitation

Based on availability of funding, participating

members may receive up to $200,000 annually

in Home$tart Program funds.

Homebuyers are offered:

+ $3 for every $1 they contribute, up to
$5,000 for HomeS$tart

+ $2 for every $1 they contribute, up to
$10,000 for HomeStart Plus

Prospective homebuyers may apply for grants
through a member institution at any time.

The Seattle Bank allocates funds equally to
participating member institutions on an annual
basis. Additional funds are made available to
members on a first-come, first-served basis.

Members must ensure that all program require-
ments are met. Households must complete an
approved homebuyer education course, qualify
for a mortgage, and demonstrate matching funds.
Grants must be used for the purchase or rehabili-
tation of a primary residence within one year of
homebuyer enrollment.

CIP/
Community
Investment
Program

Community Investment Program (CIP):

To finance affordable housing for households
earning up to 115 percent of area median
income.

CIP Plus: To refinance adjustable-rate
mortgages into fixed-rate products for
households earning up to 115 percent
of area median income.

CIP: Reduced-rate, intermediate- and long-term advances

with fixed or variable rates that may be used to finance:

» Acquisition, development, or rehabilitation of owner-
occupied or rental housing, including manufactured
homes and condominiums

* Low-income housing tax credits

* Mortgage revenue bonds, mortgage-backed securities,
lender consortia, or a secondary market for mortgage
loans if all underlying loans are CIP-eligible

* Pools of qualifying loans

CIP Plus: Reduced-rate, intermediate- and long-term
advances with fixed or variable rates to refinance:

* Adjustable-rate mortgages into fixed-rate products
* Pools of qualifying loans

CIP:

+ $1 billion cap on outstanding CIP and EDF
advances

* Advance terms range from three to 30 years

» Rate locks available for up to two years at
a cost of 24 basis points per year

CIP Plus:
+ $100 million cap on outstanding advances

* $25 million per member cap on outstanding
advances

» Advance terms range from five to 30 years

» Rate locks available for up to two years at
a cost of 24 basis points per year

Funding is available through a noncompetitive
application process. Member institutions may
apply at any time.

Loan to be funded may not be originated

more than three months before the advance is
approved. The amount and term of the advance
may not exceed the amount and term of the
loan to be funded. Advances are subject to the
member’s Seattle Bank credit limit and standard
collateral requirements. Prepayment fees apply.

EDF/
Economic Development
Fund

To finance economic development activities

benefiting households or neighborhoods

of up to 100 percent of area median income

in urban areas and 115 percent in rural areas
or in EDF-qualified areas.

Reduced-rate, intermediate- and long-term advances
with fixed or variable rates that may be used to finance:

» Commercial, industrial, manufacturing, social
service, public facility, and public and private
infrastructure projects

» Small business loans
» Projects that create or sustain jobs

» Lender consortia if the underlying loans are EDF-eligible

$1 billion cap on outstanding CIP and EDF
advances. Advance terms range from three
to 30 years. Rate locks are available for up
to two years at a cost of 24 basis points

per year.

Funding is available through a noncompetitive
application process. Member institutions may
apply at any time.

Loan to be funded may not be originated

more than three months before the advance is
approved. The amount and term of the advance
may not exceed the amount and term required
for the loan to be funded. Advances are subject
to the member’s Seattle Bank credit limit and
standard collateral requirements. Prepayment
fees apply.

CIP/EDF
Standby Letters of
Credit

To provide members an efficient and low-cost
way to utilize the Seattle Bank’s credit rating
to guarantee contractual agreements with
third parties for CIP/EDF-eligible projects.

Funding guarantees to support affordable housing or
economic development initiatives, including related
interest-rate swaps.

Five-basis-point discount for CIP/EDF-eligible
projects. May be issued for up to 20 years.

Standby LOCs are available through a noncom-
petitive application process. Member institutions
may apply at any time.

Members must document that the Standby

LOC supports an affordable housing or economic
development initiative that is CIP/EDF eligible.
Standby LOCs are subject to the member’s
Seattle Bank credit limit and standard collateral
requirements.
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AHP

The Affordable Housing Program (AHP) is funded on an annual basis with 10 percent of the Seattle Bank’s previous year’s profits. To prepare for
each funding round, the Seattle Bank’s Affordable Housing Advisory Council reviews affordable housing needs across the Seattle Bank’s district and
recommends AHP priorities and policies for the Board of Directors’ approval.

Seattle Bank members and project sponsors both play a role in preparing and submitting an application for AHP subsidy. Prior to applying,
members and sponsors are encouraged to read the AHP Implementation Plan (available on the Seattle Bank’s Web site) for information regarding
scoring criteria, per-member caps, and other compliance and program requirements.

APPLYING FOR AHP SUBSIDY

The project sponsor reviews the AHP
Implementation Plan. If the project appears to
be competitive, the sponsor contacts a Seattle
Bank member to request that the member
submit an AHP application on the sponsor’s
behalf. It is important to do this early in the
year, as Seattle Bank members are limited in
the amount of subsidy they can request, and
if asked to sponsor more than one project, may
reach their per-member cap early in the fund-
ing round. In addition, members are required
to underwrite the projects they submit, which
requires time on their part.

Once the member has agreed to partner with
the project sponsor on the application, both
the member and the sponsor obtain a password
to access the online AHP application. Visit
the “Login” page on the Seattle Bank’s Web
site, and click on “Community Investment
Services” to register for a password.

The project sponsor completes the online AHP
application, providing complete, consistent, and
accurate information, and then submits a draft
of the application and supporting documentation
to the member for review and approval. The
member may return the application to the
sponsor for revision, and the sponsor may
resubmit to the member once they have made
appropriate changes. This process may be
repeated as often as necessary.

After the member has underwritten the applica-
tion, the member and project sponsor sign on
the signature page. The member sends the
signature page and supporting documentation
to the Seattle Bank’s Community Investment
Department. At the close of the funding
round, the Seattle Bank reviews and scores
each application. Sponsors and members
may be contacted with questions about the
application. During the scoring process, the
Seattle Bank critically evaluates a variety

of items, including:

= The consistency and reasonableness
of the information provided.

= The sponsor’s and development consul-
tant’s capacity, development experience,
and record of compliance with previous
AHP awards.

= Market demand for the project (e.g.,
borrowers have been prequalified for
owner-occupied projects, the project’s
ability to meet set-aside commitments for
which points are being requested, etc.).

= How the AHP subsidy will be used (e.g., for
construction, downpayment assistance, etc.).

= The likelihood that the project will be ready
to begin construction, rehabilitation, or
acquisition within one year of application
approval and will be completed, using all
of the AHP subsidy, within three years of
application approval.

The project’s eligibility with respect to each
scoring criterion.

The project’s financial statements and their
correlation to the Seattle Bank’s feasibility
benchmarks.

The member’s underwriting comments.

The Seattle Bank’s Community Investment
Officer recommends projects for approval to
the Seattle Bank Board of Directors. Once
awards are approved, members and sponsors
are notified, and the AHP awards are announced
on the Seattle Bank’s Web site.

Prior to requesting disbursement of AHP
subsidy: The member and project sponsor
must attend a Seattle Bank AHP compliance
Web seminar.

The member and project sponsor review and
sign the AHP Regulatory Agreement and
return it to the Seattle Bank, at which time,
AHP subsidy may be disbursed.

The project sponsor demonstrates approval of
at least 75 percent of total funding sources.

REQUESTING AHP
DISBURSEMENTS

After any preconditions have been met, the
project sponsor may request a disbursement

of funds by completing the AHP Disbursement
Checklist and AHP Subsidy Disbursement
Request (available on the Seattle Bank’s

Web site and in the AHP compliance binder).
The sponsor then sends the check list, request
form, and any necessary backup/feasibility
documentation to the member.

The member reviews and approves the request
and submits it to the Seattle Bank.

ENSURING COMPLIANCE
WITH AHP REQUIREMENTS

For Owner-Occupied Projects Only
(5-year retention period):

During construction, the member submits
progress reports to the Seattle Bank’s AHP
Compliance Department every six months.
At its discretion, the Seattle Bank may
conduct an onsite inspection at any time.

Following construction and occupancy of the
units, the project sponsor and member provide
documentation to verify project costs and
funding sources, that all application commit-
ments have been met, and that a recorded deed
restriction is in place for each owner-occupied
unit. The Seattle Bank will initiate a request for
the documentation.

At the completion of the project, the member
ensures that a recorded deed restriction is

in place for every homebuyer and certifies
that the project complies with all AHP
requirements. This certification is requested
by the Seattle Bank.

For Rental Projects Only
(15-year retention period):

During construction, the member submits
progress reports detailing the project’s progress
toward completion to the Seattle Bank’s AHP
Compliance Department every six months.

At its discretion, the Seattle Bank may conduct
an onsite inspection at any time.

At the end of construction and lease-up, the
project sponsor provides and the member
approves third-party documentation verifying
the project’s costs and continuing feasibility,
that all application commitments have been
met, and that a recorded deed restriction is in
place. The member submits the documentation
to the Seattle Bank’s AHP Compliance
Department.

After project completion, every year, the
project sponsor confirms that the project
remains in compliance with AHP require-
ments. The Seattle Bank sends a certification
form to the sponsor for this purpose.

Periodically, throughout the 15-year retention
period, the project sponsor must provide a
rent roll and back-up documentation to verify
tenant incomes and affordability of rents. The
Seattle Bank will request the documentation
on a scheduled basis, based upon the amount
of the AHP subsidy approved.

Every three years, the member certifies their
continuing obligation to monitor all of the
projects that they have sponsored throughout
the retention period. The Seattle Bank will
initiate a request for the certification.

“The Seattle Bank’s Affordable Housing
Program allows us to support
a broader range of our community’s
housing needs. Without it,
many of the very affordable housing
projects we sponsor would not be able

to move forward.”

Marianne Kimura

Vice President, Commercial Real Estate, First Hawaiian Bank

Honolulu, Hawaii
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HOMESTART

The Home§$tart Program is funded on an annual basis, and the HomeS$tart Program year begins with an allocation of funds to participating Seattle

Bank members.

CIP/EDF

Applying for a Community Investment Program/Economic Development Fund (CIP/EDF) advance is easy. Funds are available on an ongoing basis,
and advances are generally approved within a few working days.

APPLYING TO PARTICIPATE IN
THE HOMESTART PROGRAM

Complete and submit a HomeS$tart Program
application (available on the Seattle Bank’s
Web site) to the Seattle Bank’s Community
Investment Department. Once the application
is approved, there is no need to reapply

each year.

Review and return a HomeS$tart Program
Regulatory Agreement, signed by an individual
authorized to transact business with the Seattle
Bank. This is required at the start of each
Home$tart Program year. After the regulatory
agreement has been returned to the Seattle
Bank, members may begin enrolling home-
buyers.

Obtain a login and password to access the
Seattle Bank’s Community Investment Services
section of the Seattle Bank’s Web site. Visit the
“Login” page on the Seattle Bank’s Web site,
and click on “Community Investment
Services” to register for a password. This
secure section of our Web site provides infor-
mation regarding enrollments, disbursements,
and availability of funds.

ENROLLING A HOMEBUYER
IN THE HOMESTART PROGRAM

Complete and submit a HomeS$tart Enrollment
and Certification Form and Annual Income
Calculation Worksheet (available on the Seattle
Bank’s Web site), along with documentation
supporting the homebuyer’s income, to the
Seattle Bank’s Community Investment
Department. Upon receipt of the enrollment
documentation, the Seattle Bank’s Community
Investment team will ensure that the income
calculation requirements have been met and
that students who would have a reasonable
expectation of earning more than 80 percent
of area median income upon graduation are
not enrolled.

Once the homebuyer is enrolled, their funds
are set aside for one year, during which time
they must complete an approved homebuyer
education class, meet the HomeS$tart Program
matching funds requirement, and qualify for
a mortgage.

REQUESTING DISBURSEMENT
OF HOMESTART PROGRAM
FUNDS

Complete and submit a Disbursement Request
and Certification Form (available on the

Seattle Bank’s Web site) to the Seattle Bank’s
Community Investment Department. The
request must be submitted before mortgage
closing and accompanied by proof of the
homebuyer’s matching funds and their certifi-
cate of completion for an approved homebuyer
education class.

Upon receipt, the Seattle Bank’s Community
Investment team will confirm that the match-
ing funds comply with program requirements.

Once approved, the Seattle Bank disburses

the funds to the member’s DDA. Seattle Bank
members can easily view a list of the homebuy-
ers they have enrolled and the status of their
disbursement requests on the Community
Investment Services page on the Seattle Bank’s
Web site.

ENSURING COMPLIANCE
WITH HOMESTART PROGRAM
REQUIREMENTS

Within 30 days of disbursement, provide a copy
of the HUD-1 settlement statement. Please note
that homebuyers may not receive more than
$250 in cash back at closing.

Within 90 days of disbursement, provide a copy
of the recorded deed restriction.

Twice each year, review enrolled homebuyers
to ensure that they are progressing toward
homeownership.

APPLYING FOR A
CIP/EDF ADVANCE

Complete and submit a CIP/EDF Application
(available on the Seattle Bank’s Web site)

to the Seattle Bank’s Community Investment
Department.

Upon receipt, the Seattle Bank’s Community
Investment team will confirm that the asset

to be funded meets CIP/EDF eligibility
requirements, that the amount and term of the
requested advance does not exceed the amount
and term of the loan supporting the qualifying
asset, and that the loan for the qualifying asset
was not originated more than 90 days before
the CIP/EDF advance is approved.

When the application is approved, the Seattle
Bank’s Community Investment team notifies
the member via fax that they may draw their
CIP/EDF advance.*

DRAWING A CIP/EDF ADVANCE

Contact the Seattle Bank’s Member Services
team to request the funds. The Seattle Bank’s
Member Services team processes the request
as they would any other Seattle Bank advance.

*Consistent with standard Seattle Bank rate-lock
products, CIP/EDF rate locks must be drawn before the
rate-lock term expires. CIP/EDF advances are subject
to the same collateral and prepayment requirements as
other Seattle Bank advances.

ENSURING COMPLIANCE
WITH CIP/EDF REQUIREMENTS

After the member draws the CIP/EDF advance,
they must certify that the funds were used

for the purpose approved in the CIP/EDF
application. The Seattle Bank’s Community
Investment team will send a one-page
document to the member for this purpose.

RENEWING A
CIP/EDF ADVANCE

Confirm that the funded asset still qualifies

for the CIP/EDF advance. Before the advance
matures, the Seattle Bank will send a one-page
document to the member for this purpose.

“We do a great deal of mortgage
lending, and a good percentage of those
loans qualify for CIP funding.
With CIP, I can submit one application to
fund all of our qualifying loans
over the past 90 days. The cost savings,
combined with the ease
of managing a single funding vehicle,
makes it well worth my time to review
our portfolio and submit the application.
In addition, the Seattle Bank
makes this a very easy transaction—no
hassle, very straightforward.”

Randy Gunderson
Chief Financial Officer, Verity Credit Union
Seattle, Washington



Contact Us

Jennifer Ernst

Vice President / Community Investment Officer
jernst@fhlbsea.com

phone: 206.340.8737

fax: 206.340.8721

AHP Applications

Steve Johnson

Community Investment Program Manager
sjohns@fhlbsea.com

phone: 206.340.8738

fax: 206.340.8721

AHP Compliance

Ufilya Davis

AHP Assistant Manager
udavis@fhlbsea.com
phone: 206.340.2342
fax: 206.340.8721

HomeS$tart Program and CIP/EDF

Tracy Brewer

Community Programs Supervisor
tracyb@fhlbsea.com

phone: 206.340.8748

fax: 206.340.8721

www.fhlbsea.com/communityinvestment

1501 Fourth Avenue
Suite 1800
Seattle, WA 98101-1693

phone:  800.973.6223
206.340.2300
fax: 206.340.2485

www.fhlbsea.com

Federal Home Loan

@ Bank Seattle

Lending Strength®



