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MEMORANDUM

TO: Cambridge Affordable Housing Trust, ,

FROM: Christopher Cotter, Housing D:rectr LA
Anna Dolmatch, Housing Planner £

DATE: January 23, 2020

RE: Resale Funding Request

In 2006, 2008 and 2011, the Affordable Housing Trust approved a combined
$3.5MM in funding for the Resale Fund. In January 2019, the Trust committed
an additional S1IMM. 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 110 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 current and projected needs. The portfolio of
affordable homeownership units that staff is managing upon resale through
this fund now totals close to 550 units.

When the first 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 guickly to make
competitive offers for market units. In addition, the fund allows for necessary
rehab to upgrade older units. For exampie, many units that were purchased
through the CHBI program in the 1990s did not receive any rehab when they
were purchased at the end of rent control, and the renovation needs are
significant.

In recent years, the permanent investment in resale units has increased. While
the average over the life of the fund has been approximately $19,000
permanently invested per unit, the most recent 30 resale units had
investments of an average of $30,000 in sinking funds per unit. Budgets for
resale units that require rehab are seeing an impact from higher construction
costs. Low interest rates continue to allow resale prices to offset some costs.
However, at the current rate of investment we would expect to see the fund
sink by at least $300,000 annualiy.




The average buyback price to date is $154,000; however, as more recently-
developed units sell, this average is anticipated to increase. In addition, as the
stock of HomeBridge units increases, there will be more units with high base
affordable prices, as this program is affordable for households up to 100% AMI.
We have just received our first notification to sell for a HomeBridge unit; the
affordable price is $357,000, more than twice the average repurchase price to
date.

Without additional funding, the combination of sinking funds and higher
buyback costs will reduce the capacity of the fund to repurchase units.

To date, the original $4.5MM has sunk by approximately $2MM, leaving a
balance of $2.5MM. There are currently eleven units being held on the City’s
behalf in various stages of predevelopment, construction or sale. The fund is
currently almost fully expended.

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 the City’s designees for repurchasing units for costs
they incur for these units.

The Resale Fund may sink at a faster rate if there is a rise in interest rates,
requiring more subsidy to preserve affordability; if a larger proportion of older,
rehab-intensive units turn over; or if a significant number of higher-priced units
are resold. Additional funding requests will 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.



