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MINUTES

MORTGAGE COMMITTEE MEETING OF THE 

CONNECTICUT HOUSING FINANCE AUTHORITY (“CHFA”)

REGULAR MEETING

April 20, 2010
Committee Members
Diane Randall, Chairperson of the Mortgage Committee 
Present:  


Jeffrey Freiser

Joan McDonald, Commissioner, Department of Economic & Community Development 
Committee Members 
Absent:
Rolan J. Young, Chairperson of CHFA Board

Philip Smith representing Robert L. Genuario, Secretary, State Office of Policy and Management
Ms. Randall, Chairperson of the Mortgage Committee (the “Committee”), called the meeting to order at 11:34 a.m. in the Boardroom of the Authority’s offices, 999 West Street, Rocky Hill, Connecticut 06067.  
Ms. Randall asked the Committee members to consider the minutes from the March 16, 2010 meeting.  

Upon a motion made by Mr. Freiser, seconded by Ms. McDonald, the Committee members voted unanimously in favor of accepting the minutes from the March 16, 2010 meeting as presented.        

Ms. Kovel, Chief Housing Officer, discussed the proposed prepayment of the mortgage loan for Oak Knoll in Norwalk, a 42-unit family development consisting of 21 two-bedroom and 21 three-bedroom units.  Oak Knoll was originally a 60/40 LIHTC property with no extended use agreement and the compliance period ended in 2004.  Additionally, 20 units qualified under HODAG guidelines, a short-lived HUD rent subsidy program.  The Mortgagor has requested permission to prepay the Loan, is willing to extend the affordability to August 1, 2019, the original maturity date of the Loan, and comply with the terms and conditions of the Authority which will result in deeper affordability requirements for the remaining term of the Loan, the completion of approximately $450,000 in capital improvements in 2010, and a fee paid to the Authority to support its loan programs.  Staff has been assured that the residents currently living at Oak Knoll will be able to remain.  

Upon a motion made by Mr. Freiser, seconded by Ms. McDonald, the Committee members voted unanimously in favor of recommending to the Board for consideration the resolution regarding prepayment of the mortgage loan for Oak Knoll, Norwalk. 

Ms. Nash, CHFA Senior Mortgage Underwriter, discussed the proposed mortgage financing for American Legion in Jewett City, Center Street Apartments in Manchester, and My Sister’s Place in Hartford.  The Interagency Committee for Supportive Housing (Interagency Committee) evaluated proposed developments submitted under the Next Steps Supportive Housing Initiative Round III giving consideration primarily to financial feasibility, cost effectiveness, the quality and strength of the development team, and service program characteristics and recommended financing four developments, the first of which (Leeway Welton Apartments) was approved by the Board at its March 2010 meeting.  Funding will be provided from 501(c)(3) special needs bonds issued by CHFA with terms and conditions of the proposed loans similar to previous developments financed under the Next Steps Program.  The interest rate for construction and permanent financing is 4% and the term is 30 years.  Notably, principal is deferred, and interest is deferred and accrues.  Both principal and interest become due upon loan maturity unless the mortgagor agrees to continue providing supportive housing or an acceptable alternative as approved by the Authority and the State for an additional period of 30 years.  The total period of affordability then is 60 years.

Ms. Nash mentioned that American Legion Housing in Jewett City is the substantial rehabilitation of an existing facility and construction of a new building that together will create 18 units of supportive housing for adults, of which 15 units will be reserved for veteran adults with special needs.  Additional sources of funds are from the State Department of Economic and Community Development (DECD) in the approximate amount of $500,000 and a grant in the approximate amount of $200,000 from a federal appropriation to the Development from the 2010 Consolidated Appropriations Act.  Total estimated construction cost is $3,311,782 (approximately $149 per gross square foot or $183,988 per unit).  Total uses of funds are estimated at approximately $5,022,370 or $279,021 per unit.  
Ms. Randall mentioned that there is a lot of excitement over affordable housing in Eastern Connecticut and inquired about the workforce in that area and is it sustainable.  Ms. Nash mentioned that out of the 15 veterans, 6 or 7 will be working at lower level jobs in the area.  Additionally, outside of the 15 HUD-VASH (Veterans Affairs Supportive Housing) vouchers, the other 3 units will be for people who are employed.  Ms. McDonald mentioned that DECD, the Department of Labor and the Office of Workforce Competitiveness are working with local schools and colleges to provide educational assistance, training and workforce development.  

Upon a motion made by Ms. McDonald, seconded by Mr. Freiser, the Committee members voted unanimously in favor of recommending to the Board for consideration the resolution regarding the financing of the American Legion Housing, Jewett City.  

Ms. Nash mentioned that the Center Street Apartments in Manchester is new construction of downtown property consisting of 20-units of affordable supportive housing for adults, of which 50% will be reserved for adults with special needs.  Zoning for this property requires commercial and/or office use at the ground level and office space is proposed.  Additional sources of funds are from the State Department of Economic and Community Development from its HOME Program in the approximate amount of $2,285,178 and Owner Equity in the approximate amount of $245,000, which will be used for the build out of the to-be-leased office space.  Community Health Resources intends to lease and pay rent to the proposed mortgagor.  Total estimated construction cost is $3,917,851 including the build out of commercial space, or $195,893 per unit and $144 per gross square foot.  Total development costs are $6,565,272 or $328,264 per unit, and $242 per gross square foot.  All costs described include the build out of the commercial space.  
Upon a motion made by Mr. Freiser, seconded by Ms. McDonald, the Committee members voted unanimously in favor of recommending to the Board for consideration the resolution regarding the financing of Center Street Apartments, Manchester. 

Ms. Nash mentioned that My Sister’s Place in Hartford is new construction of a 34-unit supportive housing building for families and young adults with special needs.  Additional sources of funds include a grant in the approximate amount of $500,000 from the Hartford Foundation for Public Giving and equity in the approximate amount of $1,495,925 from the State Housing Tax Credit Contribution Program.  Total estimated construction costs are $8,159,580 or $239,988 per unit and $144 per gross square foot.  Total uses of funds are estimated at approximately $10,156,545, or $298,722 per unit and $179 per gross square foot.  

Upon a motion made by Ms. McDonald, seconded by Mr. Freiser, the Committee members voted unanimously in favor of recommending to the Board for consideration the resolution regarding the financing of My Sister’s Place, Hartford.  

Ms. Nash discussed the request to amend the resolution approved by the Board in January 2007 for financing of Beth-El Mutual Housing in Milford (“Beth-El”) to increase the amount of construction and permanent first mortgage loan financing from Next Steps funding by $406,796, bringing the total amount of the loan to $1,980,617, to cover unanticipated environmental remediation and associated costs.  Construction had begun but was halted because of contaminated soil from an undiscovered underground tank.  The process of remediation disturbed an existing retaining wall which then required replacement.  The costs of the unanticipated environmental remediation and retaining wall replacement totaled $415,980 with associated costs totaling approximately $39,885.  The Interagency Committee considered the Development’s funding gap in March 2010 and has recommended additional Next Steps mortgage financing be provided through Next Steps 501(c)(3) bond proceeds, which are available for this purpose. Valley Supportive Housing development project has realized a reduction in financing and the Interagency Committee supports reallocating the funds no longer needed for Valley Supportive Housing to Beth-El.  Mutual Housing Association of South Central Connecticut, Inc., the owner, developer and mortgagor, has sought capital funding from other sources with no success.  The revised estimated construction cost is $1,474,050 (approximately $127.07 per gross square foot or $294,810 per unit).  Total revised uses of funds are estimated at $2,070,617 or $414,123 per unit.  
In response to an inquiry, Ms. Nash further reviewed the Beth-El project which is located in Milford and has a relatively higher cost for construction than other areas of Connecticut.  During construction, a fuel tank was uncovered in the southerly area of the site as the foundation was being dug.  The contaminated soil had to be driven by truck to Pennsylvania for disposal, and clean fill brought in.  The contractor is still waiting for payment on the remediation work.  All the required environmental tests were completed and accepted.  There were two underground tanks and only one was located.  When a Committee member expressed surprise at this, it was mentioned that it is not uncommon for environmental tests to miss underground tanks unless the boring is done right on top of the tank particularly if there is no indication of a flow line to a tank from previous site uses.  It was suggested that environmental costs should be separated out from standard costs to get the real sense of the cost of the units.  
Upon a motion made by Mr. Freiser, seconded by Ms. McDonald, the Committee members voted unanimously in favor of recommending to the Board for consideration the amended resolution regarding the financing of Beth-El Mutual Housing, Milford. 

Ms. Walker, Asset Manager, reported on the status of Windham House.  The Authority no longer owns the building; it was sold on March 31, 2010.  She mentioned that as of April 5, 2010, 17 people had moved to permanent housing.  While the report showed 19 residents remain in temporary housing, as of April 19, 2010, 5 residents have signed leases and will be moving out of the motels by May 1st leaving 14 housed in 2 motels, 2 in the hospital and 1 with family (who will also be moving to permanent housing shortly).  Offers have been made to the remaining individuals and one has accepted permanent housing at Colonial Townhouse Apartments and needs only to complete the paperwork.  This makes a total of 6 in the process of moving.  CHFA asked Housing Opportunities Unlimited (“HOU”) to hire additional staff to assist in moving the residents to permanent housing more quickly. CHFA and the service providers are meeting bi-weekly to identify what additional resources may be necessary to encourage residents to look at and accept permanent housing.  CHFA staff met with Commissioner Michael Starkowski, Deputy Commissioner Claudette Beaulieu and Housing Service Manager, Department of Social Services (DSS), Mary Cattanach to discuss providing permanent housing for the residents and to request more RAP Certificates.  DSS agreed to commit twenty RAP Certificates after the two years of CHFA rental assistance.  Ms. Walker noted that the balance in the Tenant Relocation and Safety Escrow account is $897,040 and the balance in the Operation & Maintenance Escrow account is $76,062 for total available funds of $973,103. The projected budget for 2010 has been completed and all indications show that no additional funds will be needed until 2011.  It is the intention of staff to have all residents in permanent housing by the end of 2010 and the additional funds required in 2011 would be used for rental assistance and for payee staffing for those residents who elect to have a payee.  
Ms. O’Brien, Administrator of Multifamily Housing Development Programs, discussed the status of the development activities at Corbin Heights/Pinnacle Heights Extension, New Britain (“CPS”).  She mentioned that the Konover development team along with residents continues to meet with various officials to seek assistance in obtaining a commitment of State funds for the proposed redevelopment.  On April 5, 2010, Senate Bill 25 earmarked $15 million to be made available to the development but has not yet become law.  CPS’s consultant, Quisenberry Arcari Architects, has completed the camera review of the existing storm and sanitary sewer line systems at Corbin Heights.  The consultant’s report confirms some areas of root infiltration and the estimated cost for repair and installation of new protective lining in the existing storm/sanitary systems is in the range of $100,000 to $200,000 which is less than the original cost estimate range of $400,000 to $600,000.  The next step is for the consultant to focus on the new site and infrastructure costs for construction at Corbin Heights.  The consultant will review new road design, site grading, site drainage systems, storm, sanitary and gas line installations.  Subsequently, the consultant will review 40% complete site and infrastructure drawings for Corbin Heights and Pinnacle Heights Extension.  It is anticipated that this work will be completed within the next few months.  Mr. Freiser encouraged staff to push for the passing of Senate Bill 25 which earmarks $15 million to be made available to Corbin Heights/Pinnacle Heights developments.  
Ms. Good, Asset Manager II, mentioned that staff continues to work with management to determine budget areas where reduction and consolidation can be made to lessen the monthly operating deficit without impacting the residents.  Management continues to stay in touch with any new health and safety issues which are addressed immediately upon notification.  The repair of the gutters is in process and the roof repair will begin shortly.  Staff will also meet with management monthly at the property to get fresh information whenever needed.  

Ms. Good also reported that staff is working with management for Security Manor to determine where expenses can be reduced to achieve a balanced interim budget from July 1, 2010 to September 30, 2010.  CHFA is looking to DECD for additional rental assistance to help balance the budget.  

Mr. Johnson, Senior Mortgage Underwriter, reported that following Board approval, CHFA published a Notice of Funding Availability (NOFA) in June 2008 for Tax-Exempt Bond (TEB) financing for multifamily residential developments with an additional NOFA published in March of 2009.  In April 2010, CHFA issued its third NOFA for an additional $60 million bringing the cumulative total TEB financing available under all three NOFAs to approximately $215 million.  There are eight pending TEB financing applications currently in process at CHFA including one new application, Clinton Commons in Bridgeport, received following the issuance of the March 2010 status report.  Initial financial closings for the five proposals approved by the Board to date are anticipated to occur by the end of the second quarter or early in the third quarter of this year.  
Ms. O’Brien gave an overview of the American Recovery and Reinvestment Act of 2009.  To date, $55.6 million has been authorized by the Treasury, and an additional $11.2 million is pending approval for the use in Alfred E. Plant project.  There are a total of eight Section 1602 Exchange developments: five have closed; one additional closing is anticipated in the second quarter of 2010; the remaining two developments are anticipated to close between June and September.  All except Alfred E. Plant have come to the Board for approval.  It is critical for the developments to meet their Exchange timetables: 30% of basis incurred by 12/31/10 and 100% funding by 12/31/11, so the funding is not lost.  Staff is working diligently with the developers to achieve the milestones.
Six developments have received Tax Credit Assistance Program (TCAP) commitments in the approximate amount of $26.17 million from the 2009 low-income housing tax credit round.  Closings are anticipated to occur during the months of June through September in order to comply with the funding restrictions of 75% funding by 2/16/2011 and 100% funding by 2/16/12.  One of these developments is Bates Woods and a letter has been sent out encouraging them to close in June 2010.   
The format for reporting to the Mortgage Committee has been changed to reflect more details as requested by Committee members.  Staff plans on coming back to the Committee in May with reformatted reports from the Multifamily Housing Development Program area.  It was noted that Anvil Place, New Britain was formerly known as New Royal Bride.  
Ms. Tsombanos, Tax Credit Underwriting Analyst, reported on the status of the 9% Low-Income Housing Tax Credits.  CHFA has accepted 15 applications: 11 for family and 4 for elderly housing.  Five applicants requested Special Class I consideration.  The total for the tax credit requests is approximately $18,244,623 with the average request at approximately $1,216,308.  Credits available for the 2010 round are approximately $3,327,556 (which figure will be updated for the Board of Directors’ meeting), with a net of $4,060,449 forward committed in 2009.  The application for West Side Village, New Haven was not accepted since it was received after the cut-off time but has since been re-submitted for consideration as an Exceptional Priority and reviewed for threshold qualification.  The rating and ranking review has commenced, the results of which are anticipated to be presented to the Board of Directors in July 2010.  
Ms. Stone, Tax Credit Officer, reported on the status of the 2011 Qualified Allocation Plan (QAP).  The Authority hired Recap Real Estate Advisors to rewrite the 2011 QAP in January 2010.  Focus groups have been held with non-profit developers and service providers, for-profit developers, housing authorities, investors and their advisors, Authority staff and Board members with the purpose being to engage stakeholders in the design process by gathering ideas and building support.  The groups were asked to provide input and recommendations which included, but were not limited to, priorities, threshold requirements, scoring process, cost containment, supportive housing, green housing and responsible growth.  The major highlights from the focus groups showed that the QAP should:  1) clearly define priorities, align financing tools, reduce points and eliminate categories; 2) increase emphasis on green housing, workforce housing, supportive housing, elderly/family housing and responsible growth; 3) provide funding to developments that utilize state-of-the-art green and responsible growth initiatives; and, 4) notify stakeholders of funding availability early in the QAP process.  The consultant’s recommendations will be presented in May 2010.  

Ms. DeRosa, Administrator Residential Mortgage Programs, reported on the CT FAMLIES, Emergency Mortgage Assistance Program (EMAP) and Homeowner’s Equity Recovery Loan (HERO) Programs.  With regards to CT FAMLIES, staff is starting to see some results from the modifications to the program which modifications include an increase in the number of lenders originating CT FAMLIES mortgages, the elimination of the requirement that the homeowner must be delinquent and the increase of the maximum CT FAMLIES second mortgage to $25,000.  18 EMAP loans were approved during the month of April.  A total of 179 EMAP loans have been approved since July 1, 2008, and a total of 103 loans have closed.  23 modifications were completed in conjunction with receiving EMAP assistance representing 23% of closed EMAP loans.  In following up on the request from the Board, staff researched the number of closed EMAP loans in which a modification was done in conjunction with EMAP and learned that 70% of the EMAP applicants had made modification requests.  However, the majority were denied due to one or more household members being unemployed.  Currently, lenders will only consider unemployment income for a modification if the homeowner can provide evidence that unemployment compensation will be received for a minimum of one year.  CHFA staff has spoken with lenders but they will not waive this requirement.  78 loans have been closed under the CT FAMLIES Program with 26 of the loans originated as 80/20 loans (80% of the property’s value as a first mortgage; 20% second mortgage financing).  Forty-one loans were adjustable rate and eleven were fixed rate first mortgages. Seven waivers of prepayment and three short payoffs with second mortgage holders have been done.  A campaign for EMAP loans has been started which includes advertisements in local papers, posters and display boards to be located at libraries, grocery stores, and any other public venue where they are allowed.  Results will be reported to the Board. 
Ms. Randall inquired if there was any way to measure Pre-Ullman money for CT FAMLIES as opposed to federal or state programs and if the EMAP venue was the most helpful program for those who have lost their jobs.  There is $24 million in Pre-Ullman.  CT FAMLIES is mostly for individuals who are employed, who make payments, have tried to work with their lenders, and have no other options as not all lenders are consumer friendly.  Ms. McDonald pointed out that an example of a good program is the Neighborhood Stabilization Program.  Corbin Heights/Pinnacle Heights, New Britain developments received approximately $1 million to $2 million for acquisition and redevelopment.  The City of New Britain is working with DECD and will be holding a lottery.  The applications are bilingual.  It was clarified that most banks in Connecticut are customer friendly.  Ms. McDonald commented that a good model of that is Farmington Bank which is going to lower their mortgage rate to individuals and families who are successful through the lottery.  

There being no further business to discuss, upon a motion made by Ms. McDonald, seconded by Mr. Freiser and unanimously approved, the meeting was adjourned at 12:22 p.m.

