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Deputy Director AGENDA
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* Review of Meeting Minutes

¢ Update from the Community Development Department

e 78-80 Porter Road: request from Cambridge Affordable Housing
Corporation to modify the terms of existing financing

e |nclusionary Housing Monetary Contribution Rate: report on
developments funded by the Trust, which will be used by the
Community Development Department (CDD) to calculate the amount
of subsidy necessary to create a square foot of Dwelling Unit Net
Floor Area in an affordable housing project assisted by the Affordable
Housing Trust, as provided in Section 11.203.3(i) of the Zoning
Ordinance, so that a monetary contribution can be determined for
any development subject to the Inclusionary Housing provisions
(Section 11.203) for which CDD has determined that the necessary
amount of Inclusionary Housing Affordable Dwelling Net Floor Area
cannot be provided in affordable dwelling units in the development,
in which case a monetary contribution shalt be made to the
Affordable Housing Trust in an amount necessary to create the
equivalent amount of remaining Affordable Dwelling Unit Net Floor
Area in a project assisted by the Affordable Housing Trust

« Cambridge Incentive Zoning Nexus & Jobs Linkage Study: report
completed by Karl F. Seidman Consulting Services for the Community
Development to reevaluate the Housing Contribution Rate and other
aspects of the Incentive Zoning provisions {Section 11.202) of the
Zoning Ordinance and to assess the advisability of a establishing a
jobs linkage requirement

344 Broadway .
Cambridge, MA 02139 + Adjournment
Voice: 617 349-4600
Fax: 617 349-4669
TTY: 617 349-4621
. www.cambridgema.gov




DRAFT
CAMBRIDGE AFFORDABILE HOUSING TRUST
MEETING MINUTES
October 30, 2019

Ackerman Room, Cambridge City Hall
795 Massachusetts Ave,

Trustees Present:  Louis DePasquale, Chair; Peter Daly, Florrie Da1wm Elaine Thorne, Bill Tibbs,
Susan Schlesinger

Trustees Absent: Gwen Noyes, J im Stockard
Staff Present: Tram Farooq, Asst. City Manager:for (

Arnaud, Housing Planner; J

Salomon, Associate Hous
Others Present: Jan Devereux, Vice Mayor; Ruf]
The meeting was called to order at 4:0;
MEETING MINUTES

Upon a motion moved o approve the minutes for the

meeting of Thursday

r hoiders (in and outside of Cambridge), and two
y Squale Apphcants will be p]aced into appmxunately 58

completion expected
winter or early spring.

Squirrelwood — Just-A-Start has started construction.

Homebridge - A number of new buyers are in the process of searching for homes, which is possible
because of the Trust funding that was approved last month. There are five approved buyers in the
process of searching for homes. Two units are under agreement and two units have recently closed.

Inclusionary Housing — CDD has approved the next phase of the Alexandria Development (44
units) on Rogers Sireet. Most of the developments with inclusionary units are rental properties, but
there are a few homeownership units, The atfordable housing covenant for 50 Cambridge Park Drive




and the First Street assemblage (26 Charles St and 22 Hurley Street) are approved. An affordable
covenant is in the process of being signed for Cambridge Crossing (Northpoint).

Vail Court — No update.
Frost Terrace- Construction is underway.

Incentive Zoning Study — The Incentive Zoning Study is expected to be complete next month.
Recommendations from the study will be sent to the City Council for review and discussion.

¢t to Incentive Zoning. Projects
rting to be complete. The first
ier this year at $2 million. The
sing contributions so far this

Prior to 2015, many large commercial developments were not
that were impacted by Incentive Zoning changes in 2015 are
Incentive Zoning contribution under the 2015 changes ¢
Incentive Zoning provisions have generated nearly $12
- year. - T

NEW BUSINESS —

MOVE TO EXECUTIVE SESSION

Trust pertained to details regarding
‘ormation to be discussed, continuing
At 4:24 PM, the Chair

r and indicated that the Trust

The Chair indicated that the next ite
the potential acquisition of real estate,
in open session might have a detrimenta
entertamed a motion to go mto EXCCLIT:!VG

Upon a motion moved; the meeting went into executive

session.

The Chair :
the Trust

sion would be taken by roll call, and that

Materials

e Memorarn

Frust’s Septémber 24 , 2019 meeting

: New Site Acquisition — acquisition and predevelopment request
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Cambridge Affordable Housing Trust

Status of Active Inclusionary Housing Developments

December 18, 2019
Approved Active Projects Developer Status HMHM— Ownership Units
L a7 Bishop Allen Twining Covenant Recorded 10/13/17, Complete. Tenant selection underway. 3
2 110 Hssex Street Morris Naggar Covenant Recorded 3/9/2017. Complete. Tenant Selsction underway. - 3
% |14-16 Chauncy Street Chestnut Hill Realty Covenant Recorded 4/20/18, Complete. Tenant selection to begin 1
a, 4
305 Webster Ave, 305 Webster Ave. Condomiriums LLO _Covenane Recorded 8/11/17. Expecting completion 3/2020
5 Iviass & Mair (multiple addresses,Mass - Covenant Recorded 11/24/17. Columbia Street buidling and first 10 floors of Tower complete.
| Ave. & Columbia 8t.) Twining Remainder of tower under construction. 58
8.
249 Third Smeet Equity Covenant Recorded 12/22/17. Complete. Tepant selection to begin soen. 12
Lane &Games (195&211 Concord Tpk.)  |Criterion Covenant Recorded 3/16/18. Under Construction. First phase complete. 44
8. .
St. James {1591 & 2013 Mass, Ave.) Oak Tree Covenant Recorded 11/21/17. Under Construction, 3
9. : il
77 New Street Abodez, Covenant Recorded 9/14/16. Under Construction.
10. |95 Fawett Street Ed Doherty Covénant Recarded 12/29/2016. Under Construction 5
1L . -
1699 Mass. Ave. Latus Harverd Enterprise . Covenant Recorded 3/30/2017; revised 6/28/18. Complete, Tenant selection underway, 2
12. Alexandria - 50 Rogers Street Alexandria ' Covenant Recorded 6/4/19, Under construction. 44
13. . 14
Charles Street Urban Spaces Covenant recorded §/6/19. Building Permit issued 9-3-13
14 58
50 Cambridgepark Drive Hanover Covenant recorded 8/6/19. Building Permit issued 12-5-18, -
1004
rental
211 ownership
1215 total
- Rental
Acti ipeline P 1 i i
ctive Pipeline Projects Developer Status Tnits Ownership Units
Loy Hurley Street Urban Spaces Covenant recorded 8/6/19. Building Permit not yet issued. 2
2 Cambridge Crossing, Building 1 DiveoWest ! Covenant signed; pending recording, 5
-
2- 1685 Concord Ave. Abodez Acom Covenant in signators process 7
4 .
95-55 Elmwood §5-99 Realty Covenant recorded. 4
5. 1165 Main Street Mitineo THP Covenant recorded 12/17/18, 64
6 |21z Hampshire Street (Ryles) 212 Hampshire LLC, Binoj Pradhan | Voluntary affordable unit. 1.
7. '3-5 Linnean Willew Land Corp. Covenant in signature process 1
55 Wheeler Street Toll Brothers THE plan subsmitted. g9
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CITY OF CAMBRIDGE
Community Development Department

To: Project Review Committee L

From: Christopher Cotter, Housing c
Linda Prosnitz, Housing Planner /&

Date: December 16, 2019

Re: Monetary Contribution for Inclusionary Housing Projects

The Inclusionary Housing provisions of the Zoning Ordinance require thata
monetary contribution be established for cases in which the total amount of
inclusionary housing floor area cannot fully be accommodated in units in new
buildings {Section 11.203.3{i}}). Pursuant to the Ordinance, the contribution is
determined by CDD with information provided by the Trust on the amount of
subsidy needed to create new affordable housing in buildings funded by the
Trust. We believe the Trust can now provide us new information so that the rate
can be updated.

The monetary contribution is made when the final amount of the net floor area of
all the inclusionary units is less than the affordable dwelling unit net residential
floor area required in a new building. This circumstance results when there is
remaining inclusionary housing floor area that is too small to comprise a full
housing unit. In these cases, developers make a monetary contribution for the
remaining floor area, which is determined as the amount of subsidy that would be
needed to create the affordable dwelling unit net floor area not included in the
identified affordable units. The monetary contribution rate is currently $397 per
square foot, and contributions are made to the Affordable Housing Trust.

There are new affordable housing developments recently funded by the Trust
which could be used in determining the monetary contribution rate. We
recommend that the Trust provide the most recent information on new
affordable housing development for use in CDD’s calculation of this rate. The
attached analysis includes information on developments that have been active in
the past five years. We recommend that the Trust review and provide this
updated information on the attached analysis. As was done when the Trust first
provided this information in 2017, the amount of subsidy for each development
has been adjusted to 2019 dollars based on changes in construction pricing based
on a construction industry standard pricing index. The analysis shows that that if
CDD were to update this calculation using subsidy amounts needed for these
developments, the updated calculation would result in a monetary contribution
rate of $450 per square foot.




To date, the revised inclusionary provisions have applied to four approved
projects. Two of these projects are complete and two are under construction.
The amount of the contribution is estimated at the time of the issuance of the
building permit and finalized and due prior to the issuance of the Certificate of
Occupancy. The monetary contribution for the two complete developments
totals $72,909 and has been received. The two developments which are currently
under construction will provide a combined estimated monetary contribution of
roughly $14,768.

As noted above, the Zoning Ordinance provides that CDD can adjust this
monetary contribution rate from time to time based on information received
from the Trust on developments the Trust has assisted. We recommend that the
Trust review and confirm the information on the attached analysis so that CDD
can be provided with the most recent information for use in calculating the
monetary contribution rate,
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Chief of Administration
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Chief of Planning

344 Broadway
Cambridge, MA 02139
Voice: 617 349-4600
Fax: 617 349-4669
TTY: 617 349-4621
www.cambridgema.gov

To: Project Review Committee ;
From: Christopher Cotter, Housing Directio)
Janet Haines, Associate Housing P nner‘:g:é-
Date: December 17, 2019
Re: 78-80 Porter Rd — Permanent Funding Request

The Cambridge Housing Authority (CHA) through its Cambridge Affordable Housing
Corporation (CAHC) is requesting to convert $4,500,000 in existing short-term financing
of $4,350,000 for its Porter Road development into a new permanent loan of $6,109,518.

Background: In 2009, the Trust approved a short-term acquisition loan of $2,300,000
and a short-term bridge loan of up to $2,200,000 (of which 2,050,000 was disbursed) to
enable CAHC to purchase a 26-unit rental propeity in Porter Square, At the time of
purchase, the plan was for CAHC to assemble the needed additional financing to allow
them to renovate the property and to convert from what was mostly market-rate housing
to affordable housing rented to income-eligible residents. It was anticipated that the Trust
acquisition loan would be converted to permanent financing and that the Trust bridge
loan would be repaid at construction closing. Anticipated sources included 9% housing
tax credits, historic tax credits and DHCD soft funding,

A
However, while CAHC was able to secure Historic Tax Credits, they have been unable to
secure 9% Low Income Housing Tax Credits (LIHTC) and the anticipated accompanying
soft debt from DHCD to help undertake the rehabilitation of the property. CAHC’s -
attempts to obtain these funding commitments in 2010, 201 1(twice) and 2012 were
unsuccessful, Because of the previous ownership structure, CAHC had to waif ten years
in order to be eligible to access 4% LIHTC,

Porter Road 2009-2019

While the plan for the building to transition to affordable housing and undertake
renovations did not come together as CAHC originally planned, CAHC did develop an
interim strategy to transition the use of the property to affordable housing, That sfrategy
involved initial repairs to address code-related issues and the conversion of the $625,000
bridge loan due to East Cambridge Savings Bank into a $1 million permanent mortgage
that allowed CAHC to stabilize its debt service requirements at the property and secure
resources needed to supplement its reserve accounts to ensure repairs be addressed while
awaiting the appropriate time to undertake the full renovation project. During this time,
CAHC also transitioned the property to income-eligible occupancy as units turned over.
Deficiencies at the property have been addressed as they surfaced, and CAHC has worked
to address the challenges associated with maintaining a property with older systems. Most
recently CAHC replaced the older, inefficient oil-fired boilers with a new, gas-fired,
energy-efficient system,




2019 Rehabilitation Plan

CAHC’s revised plan has been to scek a permanent solution to the financing and rénovation needs at
Porter Road when the project became eligible to seck 4% tax credits at some point afier 2019-2020.
However, they accelerated this process after a fire and recently discovering undetected live knob and
tube wiring which elevated concerns about the safety of the building. Since that discovery, CAHC
has begun the process of relocating residents and putting together a comprehensive renovation plan,
While DHCD has continued to give this project a very low priority, MassDevelopment indicated this
year that it will commit $8,1 million in private activity bonds which allows the project to qualify for
4% low-income housing tax credits. The funds do need to close prior to the end of the year as they
are allocated for 2019.

The rehab scope has grown to include additional capital needs that have developed over the 10-year
holding period and compliance with current building and accessibility codes. Bathrooms and
Idtchens will be replaced, new electrical systems replacing old wiring and increasing building service
capacity, a new roof, significant masonry envelope repairs, a fire suppression system, new plumbing,
heating and sanitary lines, new storm and sewer connections, two units converted to accessible units,
and a new accessible entrance will be added to one building. Several units will be reconfigured
decreasing the number of studios and two bedrooms and increasing the number of three bedrooms,

In addition to the $4,350,000 in funding already provided by the Trust, the project will be funded
with MassDevelopment bonds, 4% tax credits, a first mortgage with Boston Private Bank and
Savings and CHA loans and equity. The CHA is contributing $2,922,345 through MTW funds and
direct funds. Additionally, accrued replacement reserves and cash flow account for another
$1,192,593 of funds. There is no request for additional funds from the City or Trust, The complete
development budget is attached. A summary of the budget is below.

: . 25,320
BUDGET SUMMARY - ‘ 26 units sq.ft.
USES © Total per umit  per sq.fi.
Acquisition* $5,640,347 $216,936 $223
Hard Costs - GC $12,156,000 $467,538 $480
Hard Costs - Contingency $1,136,600 $43,715 $45
A&E $672,721 $25,874 $27
Other Soft Costs $1,968,856 $75,725 $78
Reserves $155,845 $5,994 $6
Fees/OH $555,096 $21,350 $22
TDC $22,285,465 $857,133 $880

Page | 2




SOQURCES Total perunit  per sq.it,

Debt $5,652,000 $217,385 $223
City/CAHT $4,350,000 $167,308 $172
DHCD/MHFA $0 $0 $0
Tax Credit Equity $7,398,474 $284,557 $292
CHA accrued cash flow & reserves . $1,192,593 $45,869 $47
CHA direct funding 2,922,345 $112,398 $115
Other | 770,053 $29,617 $30
Total Sources ‘ $22,285,465 $857,134 $880
Total Sources excluding Original $17.310,465 | $665,787.12 $684
purchase

*Acquisition includes original acquisition cost and capital repairs made to building
by CHA.

Current Request

CAHC is requesting to convert the Trust financing already provided for the property at 78-80 Porter
Road into permanent loans. They are also asking that interest that has accrued at 8% on the
acquisition loan since the 2009 acquisition in the amount to $1,974,094 be forgiven, The original
acquisition loan note provides for forgiveness of interest at conversion to a permanent loan. The
bridge loan did not have this provision. CAHC is requesting that the two existing loans along with
interest that has acerued on the bridge loan be consolidated into a new repayable loan, Repayment
of the loan would be made from 50% of all ground lease payments to the CAHC from the tax credit
entity owning the building, CAHC would enter into a new Affordable Housing Covenant with a
permanent affordability period. '

CAHC must close before the end of 2019 and plans to begin construction immediately. A
construction contract has been signed, all other financing is committed, and 24 of 26 tenants have
been relocated. Closing is anticipated prior to the end of the year.

The acquisition and rehabilitation of this property was approved by the Trust ten years ago, but the
rehab was, by necessity, delayed. The staff supports CAHC’s plan to rehab the property. Building
systems, electrical and plumbing are inadequate, kitchens and bathrooms are in poor condition, the
roof needs to be replaced, thete are no accessible units or entrances, and exterior masonry is failing
and allowing water penetration leading to potential mold issues. The costs are significantly higher
than what was anticipated given the how significantly the rehab scope has been expanded. Costs
are driven in part by the CHA’s procurement constraints, the tight site, the extended relocation of

tenants and the nature of the work.
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RECOMMENDATION

Given the need for affordable housing, we continoe to support CAHC’s effort to complete the
much-needed renovation and additional capital improvements at this property, CAHC’s plan will
ensure that this building will continue to be an affordable housing resource in Porter Square for
years to come,

Staff recommends that the PRC forward to the Affordable Housing Trust CAHC’s request to
convert and consolidate existing financing of $4,350,000 and $1,759,518 of accrued interest info
permanent financing of $6,109,518 from the Trust. Staff also recommends that the PRC forward
CAHC’s request to forgive $1,974,094 in interest, to the Affordable Housing Trust for review and
approval. '

This funding should be made conditional on the following:

e CDD staff approval of the final development and operating budgets;

¢ CDD staff approval of repayment provisions of Trust financing, whereby 50% of Ground
Lease payments be used to repay the loan or other such similar provisions acceptable to
staff. Firm written commitments from all funding sources, sufficient to complete
transaction; ’

Loan shall be subject to standard Trust terms and conditions including, but not limited to:

o All affordable units will be subject to the City’s standard affordable housing restriction
to be signed at loan closing, requiring affordability for a minimum of 50 years;

» Loan(s) will have an interest rate of 3% compounding, or such other rate approved by
CDD Staff, and a term of 50 years.

s Loan(s) will be subject to a penalty rate of 8%. The penalty rate is only applied upon
violation of the affordability restriction.

e Except for loans with payback provisions, all other Trust loan(s) will be due and
payable at the end of their term; however, repayment can be extended for an additional
term upon approval by the Trust and extension of the affordability period. '

o L.oans shall be non-recourse.
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By way of explanation, we are in a difficult situation because of the incredibly complicated situation with
volume cap. We have managed to push down the acquisition value of the property to a low level in
order to maximize the amount of funds available for rehabilitation. Every dollar we spend on acquisition
reduces the rehab budget by a corresponding dollar. So we cannot have the ground tenant, which is the
tax credit entity, assume the City debt. To do so would explode the acquisition budget. Our solution has
been to have the City subordinate to the ground lease, so the ground tenant is not deemed to have
assumed the City debt. That can only hold true if the City also subordinates to all of the ground tenant’s
debt, including program funds that CHA is loaning to it and State Historic Tax Credit equity that is being
loaned to it. These loans will only be secured by the ground lease, so that in the end the City will be in
first position after the termination of the ground lease. So effectively, the City is receiving as collateral
the share of ground rent payments being paid to it and the residual interest in the fee simple estate,
which the City is not giving up. We hope the City will take the long view on this and accept this mix of
collateral, which we think is not alt that different from what it typically would receive, albeit with a
shorter maturity. '




