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Introduced by the Council President at the request of the Jacksonville Housing Finance Authority:
[image: image1.emf]09-357.tif




09-357.tif


ORDINANCE 2009-357-E
AN ORDINANCE APPROVING A REVISION TO THE CURRENT PROMISSORY NOTE FOR VCP-COLLINS ROAD, LTD. (COURTNEY MANOR APARTMENTS) ALLOWING FOR THE RELEASE OF THE LETTER OF CREDIT ASSOCIATED WITH THE COURTNEY MANOR APARTMENTS PROJECT (“PROJECT”) AND SUBSTITUTION OF A THIRD LIEN MORTGAGE ON THE PROJECT, SUBJECT TO (1) EXECUTION OF THE THIRD MORTGAGE LOAN DOCUMENTS, (2) WRITTEN APPROVAL OF THE THIRD MORTGAGE LOAN DOCUMENTS AND INCREASED EXTREMELY LOW INCOME (ELI) SET ASIDE FROM FANNIE MAE, THE FIRST MORTGAGE LENDER, (3) RECEIPT OF CERTIFICATION/ESTOPPEL CERTIFICATE FROM BORROWER AND FANNIE MAE CONFIRMING THAT THE PROJECT IS NOT NOW, AND IS NOT EXPECTED TO BE, IN DEFAULT, (4) THE PROJECT’S INCREASING ITS ANNUAL MORTGAGE PAYMENT FROM $18,800 TO $25,067, THEREBY SHORTENING THE TERM OF THE MORTGAGE FROM 40 YEARS TO APPROXIMATELY 33 YEARS, (5) THE PROJECT’S MAINTAINING EXISTING LAND USE RESTRICTION AGREEMENT (LURA) AT 40 YEARS BUT CHANGING TERMS AS NEEDED SO AS TO SET ASIDE 25 UNITS TO SERVE ELI HOUSEHOLDS EARNING NO MORE THAN 35% OF AREA MEDIAN INCOME FOR A PERIOD OF FIVE YEARS, (6) REQUIRING ESCROW OF $601,600 WITH PARTY AGREEABLE TO THE JACKSONVILLE HOUSING FINANCE AUTHORITY (JHFA), WITH RELEASES TO BE APPROVED BY THE JHFA’S SERVICER FOR DOCUMENTED OPERATING DEFICITS OR REPAIRS, AND (7) THE PROJECT’S BEING RESPONSIBLE FOR PAYING ALL COSTS OF THE TRANSACTION, INCLUDING ALL LEGAL AND PROFESSIONAL FEES; AUTHORIZING THE MAYOR, OR HIS DESIGNEE, AND CORPORATION SECRETARY TO EXECUTE AND DELIVER DOCUMENTS AND TAKE FURTHER ACTION TO EFFECTUATE THE PURPOSE OF THIS ORDINANCE; PROVIDING AN EFFECTIVE DATE.


BE IT ORDAINED by the Council of the City of Jacksonville:

Section 1.

Approval.
The Council hereby approves a revision to the current promissory note for VCP-Collins Road, Ltd. (Courtney Manor Apartments) allowing for the release of the Letter of Credit associated with the Courtney Manor Apartments Project (“Project”) and substitution of a third lien mortgage on the Project. This approval, however, is subject to: execution of the third mortgage loan documents; written approval of the third mortgage loan documents and increased extremely low income (ELI) set aside from Fannie Mae, the first mortgage lender; and, receipt of certification/estoppel certificate from borrower and Fannie Mae confirming that the Project is not now, and is not expected to be, in default. Such approval is also subject to the requirements that the Project: increase its annual mortgage payment from $18,800 to $25,067, thereby shortening the term of the mortgage from 40 years to approximately 33 years; maintain existing Land Use Restriction Agreement (LURA) at 40 years but change terms as needed so as to set aside 25 units to serve ELI households earning no more than 35% of area median income for a period of five years; require escrow of $601,600 with party agreeable to the Jacksonville Housing Finance Authority (JHFA), with releases to be approved by the JHFA’s servicer for documented operating deficits or repairs; and, be responsible for paying all costs of the transaction, including all legal and professional fees.  The terms of the collateral substitution described above were approved by the Jacksonville Housing Finance Authority, as set forth in the certified minutes excerpt of its March 18, 2009 regular meeting, attached hereto as Exhibit 1.

Section 2.

Authorization.
The Mayor, or his designee, and Corporation Secretary are hereby authorized to (1) execute and deliver, for and on behalf of the City, all documents necessary or appropriate to effectuate the purpose of this ordinance and (2) take, or cause to be taken, for and on behalf of the City, such further action to effectuate the purpose of this ordinance.   

Section 3.

Effective Date.
 This Ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor’s signature.

Form Approved:

     /s/ James R. McCain, Jr. 
Office of General Counsel

Legislation prepared by: James R. McCain, Jr.
G:\SHARED\LEGIS.CC\2009\ord\04.13.09.JHFA.VCP-Collins.LOC.release.doc
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HOUSING AND NEIGHBORHOODS DEPARTMENT

EXCERPT OF
JACKSONVILLE HOUSING FINANCE AUTHORITY
REGULAR MEETING

March 18, 2009

CERTIFICATION

| HEREBY certify that this is a true and correct excerpt of the
minutes of the Jacksonville Housing Finance Authority regular
meeting of March 18, 2009.

—

Yofiner Wheeler

214 N. HOGAN STREET - 8™ FLOOR — JACKSONVILLE, FL 32202 /904-255-8203 / FAX 255-8285
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2. Action Items

2a. Release of Letter of Credit for Courtney Manor

Mr. Filip is an employee of Regions Bank. He does business with
Vestcor on the conventional lending side and today will not partake
in any of the discussions regarding Courtney Manor and today will
abstain from voting. Mr. Filip has filed Form 8B, Memorandum of
Voting Conflict for County, Municipal and other Local Public
Officers for the record last month, a copy of which is attached
hereto and by this reference made a part hereof.

Referring to the request for the removal of Letter of Credit
(LOC) for Courtney Manor (Vestcor), a copy of which is attached
hereto and by this reference made a part hereof. Mr.
Hendrickson stated the request for the removal of Letter of
Credit (LOC)for Courtney Manor (Vestcor), was deferred last
month by the Board pending additional information to be
provided as well as the inclusion of the demonstrated need for
extremely low income units in the City, current conditions of
the property and how the proposal would address that need.
Today, Mr. Hendrickson stated that Courtney Manor has a local
government loan of $752,000, with 0% interest and a 40 vyear
maturity (annual payment of principal of $18,800). The current
loan balance is $601,600. The loan is scheduled to be fully
paid in 32 years. The loan is secured by a Letter of Credit in
the amount of the outstanding loan balance. There are no
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provisions in the current documents related to conversion of
the LOC requirement to a subordinate mortgage. A policy has
been developed by the JHFA Board that requires the developer
to submit information related to the current financial and
physical condition of the property as part of any request for
release of an LOC and to demonstrate that the results of
restructuring will meet a valid public purpose. Vestcor has
requested that the JHFA remove the LOC requirement for
Courtney Manor. Vestcor has offered to provide an additional
25 units at 35% of AMI (rent and income restricted) for a
period of five years. At the end of the five year period, the
rents on these units would be affordable to families earning
60% of AMI as each resident’s lease is renewed. Additionally,
Vestcor is offering to increase its annual principal payment
to $25,067 which would reduce the term of loan by 8 years.
Last month, Mr. Jackson stated that he would like to review
financial statements and a proforma to get a Dbetter
understanding of the physical needs for the property. Today,
Mr. Hendrickson stated that he reviewed the financial
statements of the development over the past three years, and a
projected income and expenses statement for the next six years
was completed and reviewed. Mr. Hendrickson stated that there
is a wvalid public purpose in maintaining the property as
affordable and recommends granting the request for release of
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the LOC while also requiring the developer to place the
$601,600 in an escrow account which cannot be released without
the consent of the JHFA through a servicing agent. These
funds can only be released by the JHFA for approved future
operating deficits or improvements to the property. The
borrower will be responsible for paying for all costs of
restructuring the transaction including all legal and
professional fees. Mr. Frick of Vestcor indicated that the
property is not in default nor do they contemplate default on
the property anytime in the future. Ms. Childers stated that
she recognizes the public purpose and is supportive of the
request. However, she expressed reluctance in giving up the
LOC based on the financial climate at this time and suggested
the possibility of removing half of the LOC so that the JHFA
will still hold some form of security. The Board requested
that Ms. Greger comment on the proposed request. Ms. Greger
stated that the City desperately needs Extremely Low Income
({ELI) units. Part of the mission of the Housing and
Neighborhoods Department is to provide affordable housing for
all residents. There are not sufficient housing options for
these at that income category. Therefore, the request meets a
valid public purpose. By providing a public purpose, the
developer’s request 1is consistent with the values of the
department, JHFA and the City. Discussion ensued about costs,
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security issues, occupancy rates, the LOC and its risk and
mortgage positions. Mr. Jackson made a motion to approve the
recommendation by the financial team to modify the Letter of
Credit collateral to be a third lien mortgage loan positions
(amount of loan will be the then-existing principal balance as
of the «closing date, which as of February 19, 2009 is
$601,600), subject to:

e Execution of the third mortgage loan documents (behind
Fannie Mae and City’s HOME dollars).

e Written approval of the third mortgage loan documents and
increased extremely low income set aside from the first-
mortgage lender (Fannie Mae).

e Receipt of certification/estoppel certificate from
borrower and Fannie Mae confirming the project is not now
and is not expected to be in default.

e Approval from the City Council and

e Subject to the following terms:

- Interest at 0%

- Increase annual principal payment to
$25,067

- Reduce term of loan accordingly from 40
years to approximately 33 years.

- Existing LURA term remains at 40 years,
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but change terms as needed to provide that
25 units will be set-aside at 35% AMI for
five (5) years.

- Require escrow of $601,600 with party
agreeable to the Authority, with releases
to be approved by the JHFA’s servicer for
documented operating deficits or repairs.

- The borrower will be responsible for
paying all «costs of the transaction
including all legal and professional fees.

Ms. Childers seconded the motion.
Motion passed 2 - 1.

Opposed - 1 (Childers).
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