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ORDINANCE 2011-39
AN ORDINANCE APPROVING THE JACKSONVILLE HOUSING FINANCE AUTHORITY’S (THE “AUTHORITY”) $542,000.00 LOAN FROM THE AUTHORITY’S REVOLVING LOAN TRUST FUND TO VCP-COLLINS ROAD, LTD., FOR COURTNEY MANOR APARTMENTS (THE “PROJECT”), WHICH LOAN IS TO BE EVIDENCED BY A PROMISSORY NOTE WITH A 30 YEAR TERM AMORTIZING AT 3% INTEREST, SECURED BY A THIRD LIEN MORTGAGE ON THE PROJECT AND A PERSONAL GUARANTY FROM JOHN ROOD, PROVIDING FOR A LAND USE RESTRICTION AGREEMENT FOR AFFORDABLE HOUSING ON THE PROJECT, AND PROVIDING FOR SUCH OTHER DOCUMENTS AND TERMS AS SET FORTH BY THE CREDIT UNDERWRITING REPORT AND AS REQUIRED BY THE AUTHORITY’S COUNSEL (THE “LOAN DOCUMENTS”), SUBJECT TO: (1) EXECUTION AND DELIVERY OF THE LOAN DOCUMENTS, (2) WRITTEN APPROVAL OF THE LOAN DOCUMENTS FROM FANNIE MAE AS THE FIRST MORTGAGE LENDER, (3) PLACING THE LOAN PROCEEDS IN REPLACEMENT RESERVES FOR THE PROJECT, SUBJECT, HOWEVER, TO FANNIE MAE’S TERMS AND CONDITIONS FOR THE RESERVE FUNDS, (4) SUCCESSFUL WORKOUT (INCLUDING DISMISSAL) OF FANNIE MAE’S PENDING FORECLOSURE SUIT AGAINST THE BORROWER FOR THE PROJECT, (5) THE BORROWER’S BEING RESPONSIBLE FOR PAYING ALL COSTS OF THE TRANSACTION, INCLUDING ALL LEGAL AND PROFESSIONAL FEES, AND (6) BORROWER’S OR GUARANTOR’S CURE OF THE PRESENT DEFAULT ON THE RYAN OAKS APARTMENTS PROJECT BY PROVIDING A REPLACEMENT LETTER OF CREDIT IN FAVOR OF THE AUTHORITY IN THE AMOUNT OF $255,600.00;   AUTHORIZING THE AUTHORITY 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 the  Jacksonville Housing Finance Authority’s (the “Authority”) $542,000.00 loan from the Authority’s Revolving Loan Trust Fund to VCP-Collins Road, Ltd., for Courtney Manor Apartments (the “Project”).  The loan is to be evidenced by a promissory note with a 30 year term amortizing at 3% interest, secured by a third lien mortgage on the Project and a personal guaranty from John Rood, providing for a land use restriction agreement for affordable housing on the Project, and providing for such other terms as set forth in the credit underwriting report (e.g., debt service coverage) and documents as required by the Authority’s counsel (the “Loan Documents”).  The approval of the Loan is subject to: (1) execution and delivery of the Loan Documents, (2) written approval/consent of the Loan Documents from Fannie Mae as the first mortgage lender, (3) placing the loan proceeds in replacement reserves for the Project, subject, however, to Fannie Mae’s terms and conditions for the reserve funds, (4) successful workout (including dismissal) of Fannie Mae’s pending foreclosure suit against the borrower for the Project, (5) the borrower’s being responsible for paying all costs of the transaction, including all legal and professional fees incurred by the Authority, and (6) borrower’s or guarantor’s cure of the present default on the Ryan Oaks Apartments Project by providing a replacement letter of credit in favor of, and acceptable to, the Authority in the amount of $255,600.00 on or before January 31, 2011.  The terms of the loan described above were approved by the Authority as set forth in the certified minutes excerpt of its November 17, 2010 regular meeting, attached hereto as Exhibit 1 (except, however, the requirement in section (6) above because that matter arose after the Authority’s meeting).

Section 2.

Authorization.
The Authority is hereby authorized to (1) execute and deliver, for and on behalf of the Authority, 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/  Karen M. Chastain
Office of General Counsel

Legislation prepared by: Karen M. Chastain
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HOUSING AND NEIGHBORHOODS DEPARTMENT

EXCERPT OF
JACKSONVILLE HOU'SING FINANCE AUTHORITY
REGULAR MEETING

November 17, 2010

CERTIFICATION

| HEREBY certify that this is a true and correct excerpt of the
minutes of the Jacksonville Housing Finance Authority regular
meeting of November 17, 2010.
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2. Action Item

2a. Approval of Courtney Manor’s Loan Request

Referring to the Credit Underwriting Report for Courtney
Manor, a copy of which is on file at the Housing and
Neighborhoods Department and by this reference made a part
hereof. Mr. Hendrickson stated that at last month’s meeting,
the Professional Team was not ready to make a recommendation
for approval because additional information was needed from
Fannie Mae, the lender and the equity investor. The Board
deferred the request from Vestcor to allow staff and the
professional team to retrieve and review additional
information and come up with recommendation(s) (if any) for
approval. Today, Mr. Hendrickson stated that he talked to a
representative at Fannie Mae and confirms that a work-out is
being negotiated but not finalized. The developer stated that
the work-out would require the payment of past-due interest,
taxes and insurance totaling $542K and is requesting that the
JHFA loan this amount to Vestcor for Courtney Manor so that
the restructuring could move forward. Mr. Hendrickson engaged
First Housing to. evaluate the proposed loan and prepare a
credit underwriting report. The credit underwriting report
stated that the loan request for Courtney Manor be approved
contingent upon a personal guarantee from Mr. Rood and subject

to various conditions related to debt service coverage,
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interest rate, maturity, amortization, land use restriction
agreement and other items. The first mortgage had an original
balance of $11 million, with principal and interest payable
monthly at a 6.01% interest rate. The note matures 5-1-18
(balloon), and has a present balance of $9,992,171. The past

due balances are:

e Interest $398,000
e Principal $197,000
e Tax and Insurance Escrow $144,000
o Replacement Reserve Escrow $ 90,000
In August 2010, the physical occupancy was 12%. Vestcor

reports that the November physical occupancy is 82%. At the
current rent structure, occupancy would need to increase to 85%
to achieve sufficient income to cover debt service. However,
physical occupancy of 79% 1is sufficient to cover the interest
only payments. After the Financial Advisor’s review, some of
the assessments made were that initial occupancy  was
insufficient to convert to a permanent loan, the development
has had management issues, crime control became a significant
issue, cash flow was insufficient to pay both debt service and
properly maintain the property. Along with the economic
downturn and other  factors, the developer decided to
discontinue further capital contributions and the development
went into default. When the possibility of a work-out emerged,
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the owner began to take steps to improve the property’s
condition and increase economic viability. If the work-out is
successful, the JHFA will have preserved 360 units of
affordable housing and the HOME 1loan 1is protected from
potential HUD repayment. Mr. Rood admits that there have been
some management issues over the past couple of years.
Occupancy levels have climbed to approximately 85% and he
stated that he is confident that the property will return to a
level that will support full debt service including the JHFA
monthly payment by 2013 as well as return to profitability as
the economy recovers. Discussion ensued about withdrawing
monies from replacement reserves, security on the loan, past
due interest, personal guarantee, protection of the City’s
funds, foreclosure issues and land use restrictions. Ms.
Childers made a motion to approve the request from Vestcor
contingent upon the following:

e Successful work-out with Fannie Mae(including dismissal of
pending lawsuit).

e Satisfactory due diligence (including title, survey,
environmental site assessment) and loan terms and
conditions typically set forth in JHFA’s commitment
letters.

e Securing the loan with a personal guarantee.

e A 3%, 30-year amortizing loan.
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e Maximum amount of funds possible being placed into
replacementlreserve.

e Subject to various conditions related to debt service
coveraqge, land use restriction agreement and other items
acceptable to staff and the Professional Team.

e City Council approval.

Mr. Jackson seconded the motion.
Motion passed 4-1.

Mr. Filip voted against approval.
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