RESOLUTION NO. /$3 - 200D

A RESOLUTION AUTHORIZING THE EXTENSION OF THE $2.5 MILLION
FLOAT LOAN TO THE READING REVITALIZATION PROJECT WHICH IS
ADMINISTERED BY OUR CITY-READING, INC.

WHEREAS, by Resolution No. 111-2006, the City of Reading authorized a $2.5
million float loan of Community Development Block Grant funds to Our City-Reading,
Inc., to be utilized in funding efforts of the Reading Revitalization Project; and

WHEREAS, the City of Reading has determined it is in the City’s best interests to
extend the term of said float loan under certain enumerated terms including but not
limited to repayment of the float loan within thirty (30) days of demand for payment; and

WHEREAS, the City of Reading is desirous of extending said float loan.

NOW, THEREFORE, THE COUNCIL OF THE CITY OF READING HEREBY
RESOLVES AS FOLLOWS: '

That the Mayor of the City of Reading is authorized to execute any and all
documents required to extend the $2.5 million float loan of Community Development
Block Grant funds to Our City-Reading, Inc., forfhe Reading Revitalization Project,

Attest:
CityClerk
§, LINDA A. KELLEHER, City Clerk of the City
Reading, Pa., do hereby certify, that the fore~
ing is_a yue and correct copy of the originat
(Law) (mﬁn

assed bz(}he Council of jhe City of
Reading, on the .z,

-------------

day of f:.'f ......
A.D,20 )7
said City thi
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LOAN AGREEMENT
BETWEEN
CITY OF READING
AND
OUR CITY-READING, INC,
This loan agreement (the “Loan Agreement”) is entered into as of the 20" day of October,
2007, by and between TiE CITY READING, a municipal corporation organizcd and cxisting under
the laws of the Commonwealth of Pennsylvania with offices at City Hall, 815 Washington Street,
Reading, Permsylvania 19601-3690 (the “City™).
A
N
D

OUR CITY-READING, INC., a Pennsylvania N ot-For-Profit C orporation, whichisan

approved 501(c)(3) corporation in accordance with the Intemal Revenue Code of 1986, as amended,

with ils offices at 4500 Perkiomen Avenue, Reading, Permsylvania 19606-0516 (“OCR").

G ok

WITNESSETH:
WEHEREAS, the parties have entered into a Grant Agreement for OCR to be the recipient of

Community Development Block Grant Funds (“CDBG Funds”) from the City for a Community

Development Block Grant (“CDBG”) assisled activity, which authorizes the acquisition of fvsg
abandoned intercily housing in the City (“Property”) and the rehabilitation of the Properties mto |
residential units which will be sold (o persons who qualify i accordance with HUD Guidelines s
jow and moderate income persons {{he “Project”); and

WHEREAS, pursuant io HUD Regulations applicableio CDBG assisted activities as set forth

in 24 C.F.R. Part 91, the City can draw down $2.5 Million from its cxisting programs of the City’s

CDBG Funds that do not immediately need the CDBG Funds for their Project and loan the CDBG h
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Funds to OCR in accordance with the HUD Regulations applicable to float loans and lend thc CDBG
Funds to ‘OCR for CDBG assisled aclivities in accoi‘dance with the HUD Regulations (the “Float
Loan™); and

WHEREAS, the Cily desires OCR to connnence its approved Project inumediately which will
provide affordable housing stock to persons who qualify as low and moderate income persons in
accordance with the HUD Regulations; and

WHEREAS, the City desires to hercin provide for intetim financing through the City’s Jine
itom catitled “Float” in its CDBG FFY 2007 budget, in reliance upon the loan to OCR being paid
in full within one (1) year from the issuance of the Float Loan with interest at the rate of one-half of
onc (%) pereent per annum being paid in arrcars monthly.

o NOW, THEREFORE, in considerationof the foregoing premises which constitute a material
part of this Aprecment and the mutual covenants, conditions and promiscs contained herein, and
intending to be legally bound, the partics for themselves, their successors and assigns, do herchy
mulually agree as follows:

1. City shall lend OCR Two Million Five Hundred Thousand ($2,500,000.00) Dollars with

interest at the rate of one-half of one (% %) percent per annum to be paid monthly in arrears, the

Float Loan, which will be available to be drawn down in full by OCR on October 20, 2007 for the ;
purposcs sct forth in the Grant Agreement that establishes the terms and conditions for the Project
. vﬁ‘i"‘:
in accordance with HUD Regulations. The Float Loan shall mature and be payable in full with all I{
ke
i
principel and any accrued interest one (1) year from the date of this Loan Agreement. OCR has the ‘!}
Tight to make partial prepayments on the Float Loan in any amount or to pay the Float Loan in full H
Y
2 R

i
Ll
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at any time without penalty.

2. All or part of the principal amount of the Float Loan and all accrued and unpaid interest
shall be payable by OCR ON DEMAND thirty (30) days after the date of receipt that written demand
is made by City provided that the conditions sct forth herein have been met (*Demand Notice™).
City agrees that as a condition precedent for it to make demand for payment of all or part of tﬁe
principal amount as sct forth in the Demand Notice, that the amount of the Demand is required by
the City to fund approved projects in its CDBG budget and that the funds required for those projects
were utilized 1o fund the Float Loan. The Demand Notice must identify the project, thal the funds
required for the projeci(s) to be fanded was utilized to fund the Float Loan and that the amount of
the Demand Notice is nceessary to fund that specific project. |

3. The Loan shall be evidenced by a Demand Note, in the form of Bxhibit A attached hereto
and made a part hereof (lhe “Demand Notc™). The Demand Note shall provide for monthly
payments of interest at the rate of onc-half of one (% %) percent per annum with the first payment
of interest to be due and payable on November 20, 2007 and the 20" day of each month therealtcr,
wiih {he principal and all accrued interest thereon, if any, to be paid in full on Oclober 20,2008 (the
“Payment Dates™). City will issuc to OCR a monthly invoice for the payment of interest monthly
with the final invoice to be issucd for the payment of principal and interest to be paid on October 20,
2008 (the “Invoice”). The Invoice will be issued fo OCR, ATTENTIONMr. Albert R. Boscov, 4500
Perkiomen Avenue, Reading, Pennsylvania 19607-051 6.211 least ten (10) days prior to the Payment
Date and will set forth the Payment Date, amount to be paid and the namce and address of the Payee

to whom the payment is to be made. In the event that after reccipt of the Invoice, Payment is not
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made by OCR on the Payment Date, OCR shall not be in defanlt of its obligation to make Payment
until Cityissues written notice to OCR, ATTENTION: M. Albert Boscov, 4500 Perkiomen Avenuc,
Reading, Pennsylvania 19606-0516, certified mail, return receipt, that payment of the invoice has
not been reccived and that unless payment of the Invoice is made within ten (10) days after receipt
of the writicn notice (the “Cure Period”) that a default will be declared by the City and as Beneficiary
of the Letter of Credit issued by Sovereign Bank, presentment for payment will be made by City
agains{ the Letler of Credit

4. Repayment of the Demand Note shall be secured by a Standby Pay Irrevocable Letter of
Credit is.sucd by Sovereign Bank, 3 Fricnds Lanc, 2™ Floor, Newtown, Pennsylvania 18490 o the
City (the “Letter of Credit”), a copy ol which is attached hereto as Bxhibit B, permitting Cily as
Beneficiary lo drafl af sight with the documentation vequired by the Letter of Credit issued by
Sovereign Bank, up lo an aggregate aﬁoant of Two Million Five Hundred Thousand ($2,500,000.00)
Dollars, provided that the conditions precedent for a Demand Notice to be issued as required by
Article 2 hereof have been met orthat the Cure Period as set forth in Article 3 hereofhas expired (the
“Draw”). OCR shall separalely pay the interest monthly.

5, Asacondition precedent for the City to make a Draw agains! the Letier of Credil, the Cure

Period as sct forth in Article 3 must have expired with no payment having been made by OCR, or

the Demand Notice as sct forth in Article 2 has been issued and OCR has not made payment as ;s
Tequired.

6. OCR contracts, covenants and agrees with City that it will expend the funds from the Float

o
o Mo e

Lo
S,

Pt

Loan only in accordance with all applicable HUD regulations and/or puidelines.

it
FLo

7. City agrees that if a Draw is made upon the Letter of Credit pursuant to the Demand

. Fe

Notice or at the termination of a Cure Period, it shall look to the Letter of Credit exclusively and that
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City will not seek any recourse or take any action against OCR or its ofTicers and directors.
IN WITNESS WHEREOF, the parties hereto have caused these presents fo be signed in their

respective names the day and year first above written.

ATTEST: CITY OF READING
BY:
CITY CLERK ' THOMAS MCMAHON, MAYOR
'APPROVED AS TO FORM:
BY:
CITY SOLICITOR
ATTEST: OUR CITY-READING, INC.
BY:
WALTER WOOLWINE, SECRETARY ALBERT R. BOSCOV, PRESIDENT




