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"~ Loan Agreement with Habitat for Humanity of Greatér Los Angeles
... to revise the second mortgage assistance amounts based onthe . | .
" " appraisal value of the properties ‘at the time: of sale and on the
U maKaNGg T
' "-iAFFonDAan

| HOUSING -
HAPPEN

o actual income- of the selected homebuyers and

DR -'Authonze the Pre5|dent or. designee to- execute any and a"'ljv:'t;
"« documents’ necessary to implement the First Amendment to the -

:D|sposmon Development and Loan Agreement o

.AA:BACKGROUND

" On October 21, 2009 The l_ong Beach Housmg Development Company'- e
=+ (LBHDC) Board authorlzed the -President to enter into a Disposition, /| *. "
:,:'-..-Development and Loan Agreement (DDA)- with Habitat: for Humanity - - - .
. Greater Los Angeles (Habitat) for the development of the Washlngton o
.~ .Focus Area Scattered Sites Development The. approval included gap “:| . -
. financing in the amount of up to $534, 700. A copy of the LBHDC staﬁ"& 1o
o ]-report is attached for your informatjon. _" e . . ‘

' -The prOJect con5|sts of the development of three new ssngle—famlly homes Sl
.. located on 1495 Henderson,-1495 Chestnut and 1486 Henderson to be -
- sold to very low-income first time homebuyers and the rehabilitation of .
"..1650 - Magrolia to be sold to a low-income first time homebuyer ‘The -+~
.. " LBHDC will also provide assistance to the buyers by convertlng the gap
e Ioan into Second Mortgage A531stance ‘ _

_ " Followmg the Board’s approval, Habitat has completed the rehabllltatlon of o

1650 Magnolla and the development of 1494 Henderson

no\ralnhmonl' al vad :

JThe
Housing .
.Development”
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" 110 Pine Avenne .. -

S Suite 1200 -

[

S Long Beach CA 90802 .
A Tel 562/570-6949 L SRRy
R  Fax 562/57075921‘ .



LBHDC Board of Directors
March 16, 2011
Page 2 of 3

PROPOSED AMENDMENTS

On February 11, 2011 Habitat submitted a proposal to amend the DDA for 1650
Magnolia and 1494 Henderson. Below is a summary of the proposed changes.

1650 Magnolia

As shown in the chart below, Habitat proposes to increase the sales price from
$240,000 to $265,000 based on the actual appraised value, and to select a very low-
income buyer rather than a low-income buyer, as is currently required by the DDA.
Also, a very low-income buyer will qualify for a first mortgage of $86,000 as opposed to
$116,400, which is currently contemplated by the DDA. Habitat is proposing to make up
the difference for a portion of the shortfall by having the family provide a larger down
payment, and utilize WISH Funds in the amount of $6,000. As a result, the LBHDC's
repayment at closing is reduced by $23,000, and the LBHDC silent second mortgage
will increase by $47,000 but it will increase the overall return to the LBHDC by $24,700
as shown in the chart below. This structure requires no additional funds from the
LHBDC above the $99,200 that was disbursed during construction per the DDA, and
prowdes for deeper affordability.

Sales Price $240,300 $265,000 $24,700
Funds Available at Closing

Buyer Down Payment $1,000 $2,400 $1,400
WISH Funds $0 $6,000 $6,000
First Mortgage $116,400 $86,000 ($30,400)
Subtotal Funds Available $117,400 $94,400 ($23,000)
Gap / LBHDC Second $122,900 $170,600 $47,700
TOTAL $240,300 $265,000 $24,700
Repayment to LBHDC

LBHDC Funds Disbursed During $99,200 $98,200 %0
Consftruction

Cash to LBHDC at close $117,400 $94,400 ($23,000);
Second Mortgage Repayment fo $122,900 $170,600 $32,450
LBHDC

Total LBHDC Repayment $240,300]  $265,000 $24,700
LBHDC Return Over Investment $141,100 $165,800 $24,700

1494 Henderson

As shown in the chart below, Habitat proposes to increase the sales price from
$263,400 to $300,000 based on the actual appraised value. In addition, the amount of
WISH funds that are available to a buyer are tied to the amount of sweat equity that a
buyer performs. Habitat recently changed its sweat equity policy so that a single person
only has to perform 250 hours of sweat equity instead of the 500 hours required from a
married couple. The buyer of the property is a single parent-household; therefore, the
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WISH funds need to be reduced from $15,000 to 9,000. As a resuit of the proposed
" changes, the gap and LBHDC silent second mortgage will increase by $42,600. This
structure requires no additional funds from the LHBDC above the $150,300 disbursed
during construction per the DDA, and it increases the overall return to the LBHDC by
$42,000.

Sales Price $263,400 $300 000 $36 600
Funds Available at Closing
Buyer Down Payment $1,000 $1.000 $0
WISH Funds $15,000 $9,000 ($6,000)
First Mortgage $130,700 $130,700 $0
Subtotal Funds Available $146,700,  $140,700 {$6,000)
Gap / LBHDC Second $116,700 $159,300 $42,600
TOTAL $263,400 $300,000 $36,600
Repayment to LBHDC '
LBHDC Funds Disbursed During $150,300 $150,300 $0
Construction .
Second Morigage Repayment to $116,700 $159,300 $42,600
LBHDC

- [Total LBHDC Repayment $116,700 $159,300 $42,600
LBHDC Return Over Investment ($33,600) $9,000 $42,600

1486 Henderson and 1495 Chestnut |

Construction of the units on these properties has not started. However, it is anticipated
that the second mortgage amounts needed for these properties may also be changed
once the properties are appralsed and the income of the selected homebuyers are
determined.

CONCLUSION

The proposed amendment to the DDA results in deeper affordability and an increased
return to the LBHDC. Staff recommends approval of the recommended action.

ET:PU:sm
RALBHDC\Staff Reports\2011\March\3.16.11 First Amendment to the DDA--Habitat.doc

Attachment: October 21, 2009 Staff Report



Attachment

- MEMORANDUM
DATE: - October 21,2009
tor Board of Directors -
~ The Long Beach Housing Development Company
FROM: - . Projects Commiﬁee
PREPARED BY: Patrick Ure, Housmg Development Ofﬁoer PR
SUBJECT: . - Authorization to Enter into a Development and

Loan Agreement  with Habitat for Humanity
Greater- Los ‘Angeles and Provide Financial
Assistance for the Washington School Housing
Action Plan Focus Area Scattered Sites
Development(CD1) L o

o RECOMMENDATIONS

: 1 Approve a loan- of up fo $534 700 to Habrtat for Humanlty Greater;
. " Los Angeles to provide gap financing for the developrent of the
_ Washmgton School HAP Focus Area Soattered Sites Development ‘

2. Authonze the PreSIdent or deS|gnee to’ negotlate and enter into. a .
- Development and Loan ‘Agreemerit with Habitat for Hurmanity

Greater Los Angeles subjeot to any Redevelopment Agenoy and

City, Council approvals that are reqwred by the Caln‘orma Health'

and Safe’c\/ Code and .

,"_'37'""Authorize the Preeldent or desngnee to execute any and all

~ documents- necessary to- l*nplement a Development and Loan
7 Agreement :

| BACKGROUND :

in September 2008, Housmg Serwces staff met with Habltat for Humamty ol

Greater Los Angelee (Habitat) to discuss several. properties in :the

~ Washington School Focus Area that would be appropriate development |
. sites for Habitat's homeownership program. Habitat  subsequently

submitted a development proposal for the properties at 1486 and 1494
Henderson, 1485- Ches’mut and 1650 Magnolia. A map of the properties

is attached.

On Apnl 15, 2009 The Long Beach l—lousmg Development Company
(LBHDC) Board authorized the President to enter into an Exclusive
Negotiating Agreement with Habitat to give both parties time to define and
agree upon the scope and terms of the development ‘

t The

‘Long Beach
Housihg
Develfopment
Compary

-MAKING -

AFFORDABLE

.| HOUSING
L .HAPPEN

' AGENDA ITEM NO. 3 b

Mailing Address:
110 Pine Avenue
Suite 1200

‘ Long Beach, CA 90802

-Tel 562/570-6949
Fax 562/570-5921
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PROJECT DESCRIPTION

Habitat's proposal includes construction of new single-famity homes on the Henderson
and Chestnut properties, which are currently vacant lots, and rehabilitation of the
existing home at 1650 Magnolia. Below is a summary of the proposed development.

1486 Henderson 4 2 1,300 New Construction |
1494 Henderson 4 2 1,500 New Construction
1495 Chestnut 4 2 1,500 New Construction
1650 Magnolia 3 2 . 1,400 | Rehabilitation

Each of the three newly constructed homes will be sold to very-low income first-time
homebuyers who live or work in Long Beach and are earning less than 50% of the Los
Angeles County Area Median Income (AMI). .The rehabilitated unit will be sold to a low-

income. household earning less than 80% of AML. The properttes will catry Iong-term
income and affordability covenants for 45 years

Habitat will be the building contractor for the project and will utilize volunteer labor in the

construction of the homes. Additionally, the families selected to purchase each new
home will be required to contribute 500 hours toward the construction of their home
and/or other Habitat homes. The family selected to purchase 1650 Magnolia

(rehabilitation unit) will be required to contribute 100 hours towards construction.

All of the homes will be constructed using sustainable materials and environmentally
- friendly building practices and will incorporate energy savings appliances. It is Habitat's
" goal that the homes will receive LEED-for-Homes Silver rating and will be at least 10%
more efficient than Title 24 requirements.

REQUEST FOR FINANCIAL -ASSISTANCE

The projects development costs are estimated at $1,017,700 or an average of $254,425 |
per unit. Habitat anticipates receiving $483,000 in outside assistance from corporate
sponsors, the Unites States Department of Housing and Urban Development's Self-

'Help Homeownership Opportunity Program (SHOP), and the Workforce Initiative
Subsidy for Homeownership (WISH). Below is a summary of the funding sources.
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1 $15,000|.. $15,000. 3
$311,300:|  $15,000 |  $15,000 $131 000: |, $150.300,

e $311,300.] - $15,000 |  $15,000 | $131,000;:$150,300
N $99,200 | | +$90,200

S $1,017,700 | $45, 000 | $45000] $393, ooo:.- © $534,700

The gap between the eet:mated costs and the available outside: asststence tetals
$534,700, or approximately $133 675 per unit. Habitat is requesting that the LBHDC

- provide thetland-at no cost, and: prowde the gap fundmg :n the fo rm- of & zero mterest
-development toan for construction :

R A

'Habltat-'ls propesmg to compiete the rehabihtatlen of 1650 Magnoha and sell the unitdo
a low-income household using a. conventional,first mortgage The- affordable” price:is
‘estimated to be $117,400. Once.the unitis sold to a low-income buyer, the proceeds of
the sale Will'bé repaid to the LBHDCf*"""-"'Theref:"“re the LBHDC will:eamn’ apprOXImetely' -

$18,200 from its - original ‘investmertiof $99:200- ($117,400- $99,200=$18,200):%n
addition, the LBHDC will carry a second mortgage note in the amount of the difference
between the market sales pnce at the time of the sale and the affordable price.

- Habitat p!ans to construct a new 4-bedroom home on each. of the remaining properties
and sell the units to very low-income households using Habitat's typical model, whereby
- Habitat provides a no interest first mortgage loan in the amount of the affordablé sales
price. The homebuyer makes payments to Habitat on that loan, and the joan is .
ultimately repaid to Habitat. - The LBHDC will carry a second mortgage note in the

amount of the difference between the market sales price at the time of the sale and the
aﬁordable price,

<Th -*’LBHDC second, mortgages W1|l be structured as 45-year loans, wzthw:rrevocable "

- ‘covenants;.and, the LBHDC loan may roll to subsequent buyers n‘t e uril;ts'are sold
within the 45-—year period...

With this structure, and based on estimated market sales prices, the LBHDC may
potentially recover $590,400 in loan repayments ($473,000+3117, 400=$590,400}.
Since the actual amount recovered will depend on the market sales price at the time of

sale, the LBHDC couid receive more or less than the estimated $590,400. The table
helow provides the details of the estimated sales and repayment transactions.
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$263, 400 $146 700 $146 700 $11a 700-' $1'16 700 .
$263,400 | $146,700 | $146,700 | $116,700 " $116,700
$263,400.| $146,700 | $146,700 | $116,700 $116,700
$240,300 | $117,400 * $122,900 | $117,400 | $24'o,3oo
$1 030,500 | $557,500 | $440,100 | $473,000 | $117,400 $590 400 |

which will be repaid to the LBHDC.

E The property at1650 Magnolia will have a conventional first mortgage, the proceeds of

Staff asked Keyser Marston Associates (KMA), economic financial consultant, to review
and analyze the developers proforma. KMA reviewed the developers cost estimates
and found the assumptions to be reasonable and to be within industry standards. KMA
also analyzed the funding sources and finds that the fmanmal request of $534 700 is
warranted to make the project feasible.

The Projects Committee rev_iéwed the recommendations included in this report on

October 13, 2009, and recommends. Board’s approval.

ET:PU:sm

Attachment: .Map

RALBHDCStaff Reports\20081Qctoberi10.21,09 Financial Assistance and DDA-Habitat.doc






