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Pilot #1 – New ADUs  

Construction Loans for New ADUs 
• Lack of predevelopment and construction funding 

is a major obstacle in the production of ADUs 
• City to provide a short term loan for ADUs 

providing affordable housing to cover design, 
project management and construction costs 

• Loans to be repaid through rental income or 
refinance proceeds 
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• Program Description 
> $750,000 inclusionary funds for the program 
> $150,000 per project max loan amount 
> 1% simple interest 
> 3-year loan term with two 1-year extensions  
> If loan cannot be repaid by the end of the term the City may 

convert it to a permanent loan 
> Deferred payments 
> ADUs must be rented exclusively to Pasadena rental 

assistance households for 7 years 
> 3rd party project management assistance required, but may 

be waived if owner has capacity to manage the project 
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• Applicant minimum requirements to facilitate 
take-out financing 
>  Max. Estimated Loan to Value ratio with ADU 
 Target 75%-80% 

>  Max. Estimated Loan Size with ADU 
 Target $679,650  

>  Max. Estimated Debt to Income ratio with ADU 
 Target 50% 

>  Minimum Credit Score 
 620  
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