RESOLUTION NO._91103-0110

A RESOLUTION AUTHORIZING THE MAYOR TO SIGN A SUBORDINATION
AGREEMENT FOR 507 E. 6™ STREET

WHEREAS, the City of Muscatine, lowa entered into a grant agreement with the lowa Department
of Economic Development (IDED) in 2003 for owner-occupied housing rehabilitation in the Mid
Town Heart, Tree of Hope, “Spring” and Cedar Central neighborhoods; and

WHEREAS, said grant agreement funded up to $24,999 for housing rehabilitation for each eligible
residence through a five-year forgivable loan; and

WHEREAS, a five-year mortgage and lien was attached to each property that received funding
assistance through this grant agreement; and,

WHEREAS, under the grant agreement approved between the City of Muscatine and the lowa
Department of Economic Development, the city could consider such five-year mortgages to be
secondary and subservient to any other mortgages attached to any rehabilitated properties; and,

WHEREAS, a rehabilitation project was completed at 507 E. 6th Street that resulted in a five-year
mortgage being attached to said property; and,

WHEREAS, the owner of the property at 507 E. 6th Street now wishes to refinance a prior existing
mortgage on his property,

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

CITY OF MUSCATINE that the Mayor of The City of Muscatine be authorized to sign an
agreement, subordinating the city’s five-year Housing Fund mortgage for 507 E. 6th Street to a
mortgage from Central State Bank, a corporation organized and existing under the laws of the
State of Iowa with its principal place of business at 301 lowa Avenue, Muscatine, lowa;

PASSED, APPROVED, AND ADOPTED this 7" day of January 2010.

BY THE CITY COUNCIL OF THE
CITY OF MUSCATINE, IOWA
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~Kichard W. O’ Brien, Mayor




SUBORDINATION AGREEMENT

This Subordination Agreement made as of the 7th day of _January , 201Q by the City of
Muscatine , having an address of 215 Sycamore St.- Muscatine, IA 52761 ("Subordinator"), and
Central State Bank, a corporation organized and existing under the laws of the State of lowa with its
principal place of business at 301 lowa Ave., Muscatine, IA 52761 (“Lender”).

RECITALS:

A. Juan Barajas, of 507 E. 6" St., Muscatine, Muscatine County, lowa ("Borrower"), has applied
to Lender for a loan to be made to Borrower and to be evidenced by a promissory note secured
by a mortgage covering certain real property.

B. The real property offered by Borrower as security to Lender is currently subject to the prior
lien of the mortgage described below.

C. Lender will make such loan to Borrower only on the condition precedent that such mortgage be
subordinated to the lien of the mortgage described below to be given by Borrower to Lender.

In consideration of the matters described above, and of the mutual benefits and obligations set forth
in this agreement, the parties agree as follows:

SUBORDINATION OF EXISTING MORTGAGE

The mortgage to be subordinated covers real property described as:
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MEMO

TO: Gregg Mandsager, City Administrator
FROM: Jim Rudisill, Planning and Community Development Coordinator
SUBJECT: Subordination Agreement For Juan Barajas, 507 E. 6" Street

DATE: December 28, 2009

Juan Barajas participated in the City of Muscatine’s 2003 Housing Fund Rehabilitation Program.
The city provided $24,999 as a five-year, forgivable loan to complete a variety of rehabilitative services on
his property at 507 E. 6" Street. As part of the program, he signed a mortgage agreement with the city that
was recorded on July 6, 2005 at the Muscatine County Courthouse.

His project was completed on October 14, 2005, which means his five-year forgivable period will
end on October 14, 2010. However, Barajas now wishes to refinance the property with Central State Bank,
Muscatine, to obtain a lower interest rate. Under the terms of the initial contract between the City of
Muscatine and the Iowa Department of Economic Development, the city may consider all Housing Fund
mortgages to be secondary to any other property mortgage. Central State Bank is requesting the city
provide a formal subordination agreement that will reflect this. The city has provided similar documents for
several prior subordination requests from other program particpants. This is the first such request from
Juan Barajas.

The bank completed the refinancing agreement and mortgage with Barajas earlier this year without
discovering the city’s prior mortgage. This action will resolve the lingering defect in the new morgage.
Harvey Allbee reviewed the document earlier and except for a typographical error that has now been
corrected, did not have any concerns with the subordination agreement.

Attached is a resolution for the council’s consideration and the subordination agreement to be
signed by the mayor.



