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RESOLUTION NO. ______________ 
 

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN 
JOSE (A) CONSENTING TO THE REFINANCING AND 
SUBORDINATION OF THE EXISTING CITY LOAN FOR 
THE CRAIG GARDENS SENIOR APARTMENTS, AN 89 
ONE BEDROOM UNIT AFFORDABLE APARTMENT 
DEVELOPMENT (“PROJECT”) LOCATED AT 2580 S. 
BASCOM AVENUE (“PROPERTY”) TO A NEW FREDDIE 
MAC-BACKED SENIOR LOAN IN THE AMOUNT OF 
APPROXIMATELY $8,204,000 INCLUDING THE 
WITHDRAWAL OF NO MORE THAN $2,547,110 IN 
REFINANCING PROCEEDS BY THE PROPERTY’S 
OWNER, CRAIG GARDENS, L.P. (“OWNER”), AN 
AFFILIATE OF THE SAN JOSE-BASED NONPROFIT 
DEVELOPER FIRST COMMUNITY HOUSING; AND (B) 
AUTHORIZING THE DIRECTOR OF HOUSING TO 
NEGOTIATE AND EXECUTE AMENDMENTS TO THE 
CITY’S EXISTING LOAN DOCUMENTS ON THE 
PROJECT, IN ORDER TO ESTABLISH A RENT BURDEN 
RESERVE IN THE AMOUNT OF $400,000 TO BE FUNDED 
FROM THE PROCEEDS OF THE REFINANCE AND TO 
ENABLE REFINANCING OF THE PROJECT’S SENIOR 
LOAN AND PARTIAL REPAYMENT OF THE CITY LOAN 
INTEREST IN THE AMOUNT OF $1,073,555 

 
 

WHEREAS, Craig Gardens Senior Apartments was built in 2002, provides 89 one-

bedroom apartment units (“Project”), and is located at 2580 S. Bascom Avenue; and  

 

WHEREAS, First Community Housing (“FCH”) is the developer and sponsor of Craig 

Gardens, L.P., a California Partnership (“Borrower” or “Owner”); and  

 

WHEREAS, the Project was originally financed with (1) equity derived from the sale of 

low-income housing tax credits; (2) a City of San José (“City”) loan of $4,790,000 

funded with 20% redevelopment funds; and (3) a senior City-issued bond loan of $7.1 

million; and  
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WHEREAS, the City’s loan has a current balance of $6,650,099.36, consisting of 

$4,790,000 in principal and $1,860,099.36 in interest, and is paid by 70% of annual net 

cash flow after payment of expenses, bears 3% simple interest, and is due in full at 

maturity on December 1, 2043; and  

 

WHEREAS, 55-Year affordability restrictions required under Community Development 

Law in conjunction with the use of 20% redevelopment funds were recorded against the 

property and are set to expire on September 19, 2057; and  
 
WHEREAS, in June 2020, FCH proposed to refinance Craig Gardens to take advantage 

of the current low interest rate, and the proposal is to obtain a new senior loan which will 

pay off the original loan balance, allow the Borrower’s limited partner to exit, pay 

associated refinance fees, establish various reserves, allow FCH to make repairs to the 

property and make a partial payment to the City; and  

 

WHEREAS, also FCH would use $1,073,555 in refinancing proceeds to strengthen its 

financial position, and the funds would be held to meet investor’s liquid net worth 

requirement to support financing on sixteen forthcoming San José affordable 

developments and would pay for staff and predevelopment costs on these deals; and  

 

WHEREAS, the proposed new senior loan with Bank of America in the amount of 

$8,204,000 will bear an interest rate of approximately 3.28% with a maturity of 10 years, 

with required monthly payments of principal and interest in the amount of $35,839.58 

based on a 30-year amortization, and the City would need to subordinate its existing 

deed of trust to the new senior loan; and  

 

WHEREAS, while the Delegation of Authority under Chapter 5.06 of the City’s Municipal 

Code permits the Director to approve the proposed transaction, staff elected to bring 

this action before the City Council in order to approve the proposed action to take out 
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cash that will be split between making a payment on the existing loan to the City and 

providing funding to FCH; and  

 

WHEREAS, FCH will use the refinance proceeds to cover approximately $200,000 in 

upgrades and repairs, pay for the investor limited partner of the Borrower to exit the 

partnership and $400,000 to address Project rent burden issues; and 

 

WHEREAS, staff recommends that City consent to the refinancing and subordination of 

the existing City loan for the Project to a new Freddie Mac-backed senior loan in the 

amount of approximately $8,204,000, including the withdrawal of no more than 

$2,547,110 in refinancing proceeds by the property’s Owner; and authorize the Director 

of Housing to negotiate and execute amendments to the City’s existing loan documents 

on the Project, in order to establish a rent burden reserve in the amount of $400,000 to 

be funded from the proceeds of the refinance and to enable refinancing of the Project’s 

senior loan and partial repayment of the City loan interest in the amount of $1,073,555, 

as set forth in the Memorandum from Housing Department dated October 22, 2020;  

 

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SAN 

JOSE THAT: 

a. Consent to the refinancing and subordination of the existing City loan for the 

Craig Gardens Senior Apartments, an 89 one bedroom unit affordable apartment 

development (“Project”) located at 2580 S. Bascom Ave. to a new Freddie Mac-

backed senior loan in the amount of approximately $8,204,000 including the 

withdrawal of no more than $2,547,110 in refinancing proceeds by the Property’s 

owner, Craig Gardens, L.P., an affiliate of the San José-based nonprofit 

developer First Community Housing is hereby approved; and 

b. Authority  to the Director of Housing to negotiate and execute amendments to the 

City’s existing loan documents on the Project, in order to establish a rent burden 
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reserve in the amount of $400,000 to be funded from the proceeds of the 

refinance and to enable refinancing of the Project’s senior loan and partial 

repayment of the City Loan interest in the amount of $1,073,555 is hereby 

granted and delegated. 

 

ADOPTED this _____ day of ___________, 2020, by the following vote: 
 
 
 AYES: 
 
 

 

 NOES: 
 
 

 

 ABSENT: 
 
 

 

 DISQUALIFIED: 
 
 

 

 SAM LICCARDO 
Mayor 

ATTEST: 
 
 
TONI J. TABER, CMC 
City Clerk 
 


