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REQUEST FOR AUTHORITY TO ISSUE TAX-EXEMPT MULTIFAMILY CONDUIT
REVENUE BONDS OR NOTES IN AN AMOUNT UP TO $23,415,000 AND
NEGOTIATE AND AMEND A HOME/CDBG PERMANENT LOAN FOR PATH
VILLAS MONTCLAIR/GRAMERCY, A SUPPORTIVE HOUSING

RECOMMENDATIONS
That the Council, subject to the approval of the Mayor:
1. Adopt Recommendations II. A through D of the Housing and Community Investment
Department transmittal dated October 4, 2019 relative to the issuance of tax-exempt
multifamily conduit revenue bonds, and an amendment to an existing HOME Investment
Partnerships Program (HOME)/Community Development Block Grant (CDBG) permanent
loan that would add funding and potentially reduce interest rates for the development of the
PATH Villas Montclair/Gramercy Project; and,
2. Require that Pacific Western Bank fulfill the reporting requirements of the Responsible
Banking Ordinance adopted by the Council on May 25, 2012 (C.F. 09-0234) prior to the
execution of the relevant bond documents.

SUMMARY
The Housing and Community Investment Department (HCID) requests authority to issue
tax-exempt multifamily housing conduit revenue bonds in an amount not to exceed $23,415,000 to
finance the construction of the affordable housing development known as the PATH Villas
Montclair/Gramercy scattered site project (Project). The Project will consist of the new construction
of 45 units of supportive housing for homeless and chronically homeless households, rehabilitation
of 16 units for very low income residents, and two unrestricted manager units. The subject sites are
located at 4220 Montclair Street and 3317 West Washington Boulevard, Los Angeles, CA 90018
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in Council District 10. The California Debt Limit Allocation Committee (CDLAC) awarded the taxexempt bond allocation for the Project to the City on July 17, 2019 in an amount not to exceed
$23,415,000 and designated a January 13, 2020 issuance deadline.
The HCID is also requesting authority to negotiate and reduce, if necessary, the interest rates of
the Project’s: 1) Proposition HHH loan of $9,900,000 from three percent to a 1.5 percent simple
interest rate; 2) HOME/CDBG loan estimated to be $1,466,218, with accrued interest, from five
percent to the Applicable Federal Rate (AFR); and, 3) HOME/Housing for Persons with HIV/AIDS
(HOPWA) loan of $1,600,000 from four percent to the AFR. Subsequent to the release of their
transmittal dated October 4, 2019 (Report), HCID reported that the current AFR is 1.86 percent
instead of the 2.21 percent estimated in their Report. On June 29, 2018, the Council and Mayor
approved amendments to the 2018-19 Proposition HHH Regulations (C.F. 17-0090-S8) that permit
HCID to decrease the interest rate up to two percent in cases where the equity investor’s capita!
accounts are negative, and/or other demonstrated adverse financial condition(s) are present.
Similarly, the 2018 HCID Affordable Housing Managed Pipeline Regulations permit HICD to
negotiate a higher or lower interest rate if it is found to be beneficial to the project. The HCID reports
that the total of $12,966,218 in City funds represent 31 percent of the total development cost, and
a reduction in the interest rates could significantly benefit the Project. Subsequent to the release of
their Report, HCID confirmed that the total City funds is $12,966,218 instead of the $12,966,278
included in their Report. This Office concurs with the recommendations of the Department.
The City’s involvement in the issuance of tax-exempt, multifamily housing conduit revenue bonds
is considered true conduit financing, in which the obligation for repayment of the bonds is the
responsibility of Montclair L.A., L.P. and the City bears no financial responsibility for repayment as
the issuer. There will be no impact to the General Fund. The financing is consistent with City policies
regarding conduit financing.
The Council adopted a Responsible Banking Ordinance (RBO) in May 2012 (C.F. 09-0234 and
C.F. 09-0234-SI). The purpose of the RBO is to create a social investment policy that reflects the
community's priorities and acts as a tool when seeking financial services. Pacific Western Bank,
(PacWest) is currently not in compliance with the reporting requirements of the RBO and HCID will
require that PacWest adheres to the requirements of the RBO prior to execution of the relevant
bond documents. Since the City acts only as a conduit issuer in these bond transactions and has
no financial interest, the selection of the bank does not constitute City business.

FISCAL IMPACT STATEMENT
There will be no impact to the General Fund as a result of the issuance of these tax-exempt
multifamily conduit revenue bonds (bonds) for the PATH Villas Montclair/Gramercy scattered site
project (Project). The City is a conduit issuer and does not incur liability for the repayment of the
bonds, which are a limited obligation payable solely from the revenues of the Project, and the City
will in no way be obligated to make payments on the bonds.
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