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MEMORANDUM

TO: Cambridge Affordable Housing Trust

FROM: Christopher Cotter, Housing Direct
Anna Dolmatch, Housing Planner

DATE: January 24, 2019 |

RE: Resale Funding Request

In 2006, 2008 and 2011, the Affordable Housing Trust approved a combined
$3.5MM in funding for the Resale Fund. The fund was intended to revolve and
sink by providing temporary loans for the repurchase of existing units, as well
as permanent subsidy for necessary rehab work and price reduction to keep
the units affordable. '

Since 2006, the City has exercised its repurchase right on more than 100 units.
At this time, the Resale Fund balance has been fully extended in short-term
loans and permanent investment. In order to continue to manage the
ownership stock and maintain unit quality and affordability, the Resale Fund
should be increased to support the projected needs for the foreseeable future.
The portfolio of affordable homeownership units staff is managing upon resale
through this fund now totals close to 550 units.

When the first two appropriations were requested, there had been very few
resale units and we did not have a clear sense of what the ongoing needs
would be. The third appropriation was intended to ensure that the fund -
supported a timely resale process for owners. This helps owners move quickly
to make competitive offers for market units. In addition, the fund allows for
necessary rehab to upgrade older units. Many units that were purchased
through the CHBI program in the 1990s did not receive any rehab when they
were purchased out of rent control, and the renovation needs are significant.

We have also seen some longer-than-anticipated holding times for units.
Sometimes this is because of the rehab needs; other units are in condo
associations where litigation or other issues create financing difficulties for
new buyers. This has led to a slower cycle for revolving funds.

To date, the original $3.5MM has sunk by approximately $1.5MM. There are
currently eleven units being held on the City’s behalf in various stages of




predevelopment, construction or sale. The fund is currently at capacity for cash
flow.

At this time, we are requesting $1MM in additional funds for the ongoing
management of the homeownership portfolio resales so that we can continue
to facilitate the timely repurchase, rehab and resale of units, while providing
timely reimbursement to designees for costs incurred for these units.

We have previously discussed with the Trust the potential for increasing
“sinking” of the Resale Fund if interest rates rise significantly, requiring more
subsidy to keep prices affordable. In addition, if a large number of units with
deferred maintenance are repurchased, permanent investment in those units
may be necessary. Additional funding requests may be required in future years
to maintain a sufficient balance to ensure the long-term preservation of these
units. Staff will continue to look for ways to decrease the costs for the resale
process.

RECOMMENDATION:

That the Affordable Housing Trust approve the request to recapitalize the
Homeownership Resale Fund with an additional $1,000,000 to address the
ongoing need to purchase and maintain the condition and affordability of the
existing affordable homeownership stock. Proceeds from the unit sales will
return to the Fund.

The funds should be made contingent on the following:
1. CDD staff approval of renovation budgets;

2. CDD staff approval of renovation plans and specifications;
3. Selection of new homebuyers from the Homeownership Resale Pool.



