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Lument's Commitment to
Resident-Owned Communities
Pays Off For Aptos Knoll

The California MHC Community Secures Low-interest Fixed-Rate
Financing for 30 Years

The members of the board of directors at Aptos Knoll, a resident-owned manufactured
housing community near Santa Cruz, California, had two objectives for refinancing their
loan: they wanted to increase the size of their loan and lower its interest rate, enabling
the community to tackle a costly maintenance project with minimal impact on resident
fees. Working with Lument, the community met both those objectives — and locked in a

great rate for 30 years.
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THE BACKGROUND
Nontraditional MHC Ownership Is
on the Rise

Only a small portion of manufactured

housing communities (MHCs) are owned by
their residents, but this option is growing in
popularity — and for good reason. Members of
resident-owned communities (ROCs) control
their destinies. When residents cooperatively
hold the land beneath their park, they can

set their community’s fees and establish its
rules. They are not subject to the decisions of
a third-party owner, who might raise rents, sell
to another company, or neglect maintenance
and upkeep. Today, there are more than 1,000
resident-owned MHCs across the United
States, with concentrations in the Northeast,
California, Florida, and the Pacific Northwest.

Generally, fees at ROCs are typically lower

than rents at comparable privately-owned
communities. A study commissioned by the
nonprofit ROC USA® found that most ROCs
operate at or below market rates. This level of
affordability has inspired Fannie Mae and

Freddie Mac to increase liquidity for nontradition-
al owners under their Duty to Serve mandate.

But with ownership comes responsibility — and
that requires ROC boards of directors to master
the essentials of the MHC business — or hire
managers to act on their behalf. Regardless,
one of the most difficult tasks communities
face is arranging for financing. For some

banks, nontraditional ownership is a red flag.

OWEN BREHENY
Managing Director
Lument




THE CHALLENGE
Finding a Lender to Refinance
their Loan

The residents of Aptos Knoll Mobilehome
Park, a resident-owned, nonprofit seniors
community in Aptos California, have found a
comfortable niche. The community is a mile
from Monterey Bay, just 20 minutes east of
Santa Cruz. Being part of a ROC contributes
to their peace of mind. In one of the most
expensive areas in the nation, their monthly
fees are modest. And as Ken Braly, the treasurer
of the community’s board of directors points
out, “With all our members over 55, we
particularly value the stability and control
that comes with being resident owned.”

In 2020, the 15-year adjustable-rate loan

held by the Aptos Knoll Mobilehome Owners
Association, which is structured as a mutual
benefit corporation, was about to reset —

and the board of directors were considering
refinancing. Board members were concerned
that rates were about to rise — and they
wanted to boost the community’s capital
reserves, knowing that a series of retaining
walls would require replacing in the near future.

Their challenge was finding a lender who would
offer them a larger loan at a lower interest rate,
thus minimizing the impact of the additional
financing on monthly resident fees.




THE SOLUTION
A Once-in-a-Lifetime Loan

Braly contacted a broker, Paul O'Rear, who
put the community in touch with Owen
Breheny, a managing director at Lument
who specializes in small balance and MHC
lending. Fannie Mae had just launched

a pilot program for ROCs, and Breheny
believed that Aptos Knoll would be the
perfect community to kick off the program.
“The residents purchased the community in
2005 and have maintained it carefully ever
since,” he says. “We felt Aptos Knoll was an
example of resident ownership at its best.”

At the same time, Breheny believed

that Fannie Mae's program would be an
excellent fit for Aptos Knoll. Fannie Mae
offers nonrecourse loans — which protects
individual directors from liability — with
terms from five to 30 years, much longer
than they could get from a bank. ROCs
can also take advantage of Fannie Mae's
supplemental loan program, which can
save time and trouble if unforeseen repairs
crop up during the term of the loan.

In the end, Aptos Knoll opted for
30-year fixed-rate, self-amortizing
loan with an attractive interest rate.
“Before we started with Lument,
we didn’t think it was possible

to secure a 30-year loan,” Braly
says. “But the opportunity to lock
in historically low rates for three
decades with just the smallest
increase in fees was an opportunity

that we weren’t going to pass up.”




THE IMPACT
From Application to Closing in 22 Days

Ken Braly, like most ROC directors, is not an
expert in MHC management. He is a software
specialist and public speaker who has
worked with start-ups as well as corporations
that are household names. And again, like
most ROC directors, Braly has had to learn

on the job. “Working with Fannie Mae not
something we ever contemplated,” he says.
“The Lument team stepped up to make

the transaction as smooth as possible.”

One point that he is especially appreciative of
is the waiver the community received for not
having audited books. Braly felt it illustrated
Lument’s receptiveness to ROCs as well as its
established relationships with Fannie Mae.
From Breheny's point of view, requesting

the waiver was an easy call. “The community
has a great payment history, and its finances
are in excellent shape, but it did its own
bookkeeping,” Breheny notes. “We secured

a waiver in return for their commitment to
have its books audited going forward.”

The loan closed at the end of 2020. “This
was a milestone for our community,” Braly
says. “Not only do we have funds to address
our immediate needs, but we have gone a
long way to secure the financial stability of
the community for the next three decades.
Lument helped make that possible.”

“Working with Fannie Mae not something
we ever contemplated,” he says. “The
Lument team stepped up to make the
transaction as smooth as possible.”
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