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MEMORANDUM

TO: Cambridge Affordable Housing Trust

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

DATE: December 16, 2020

RE: Homeownership Resale Fund Request

We are requesting a commitment of $2,000,000 of Community Preservation
Act funds to increase the principal balance of the Homeownership Resale Fund
(“Fund”). These funds are needed to continue to repurchase units with the
assistance of Just-A-Start, perform rehab work, and hold the units while we
select a new eligible buyer. The COVID-19 pandemic has prevented us from
showing units for the past nine months. The Fund is currently nearly fully
invested in units in the resale process. New funds will allow us to continue to
work with owners who wish to sell while we clear our backlog of units in the
coming months. This is a unique circumstance, and we could consider reducing
the principal balance of the Fund once we return to a normal volume of resale
units.

In 2006, 2008 and 2011, the Affordable Housing Trust approved a combined
$3,500,000 in funding for the Resale Fund. The Trust made additional
commitments of $1,000,000 in January 2019 and January 2020, for a total fund
capitalization of $5,500,000. The Fund revolves and sinks 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 the repurchase right on more
than 120 units. We typically have an average of 15 units distributed through
the stages of the resale process, ranging from owners who have given
notification of sale to units under agreement to a new buyer. At the time of the
last funding request in January 2020, there were eleven units in process.

The COVID-19 pandemic has created major disruptions and delays in our
program. These include longer lead times for construction materials and to
complete rehab work, as well as the need to develop a new COVID-safe
process for showing units to potential buyers. In March we suspended our
process of scheduling group showings for interested buyers. We were able to
complete the sale of three units already in process, but could not move any



additional forward under our group showing process. The funds to purchase
remain invested in those units until we can complete sales to new buyers.
We currently have 19 units in process, including three where owners have
given notification but we have not yet committed to repurchasing. We
currently have funds available for only one of these three units. There are
additional owners who have indicated they will start the process soon.

To restart selling units, we have developed a new system for showing units.
Our new process will allow a group of buyers to virtually tour units and decide
whether they want to submit a letter of interest within a specific timeframe.
Like our prior process, we will then select the highest priority applicant with
the earliest application date and provide them the opportunity to see the unit
before moving forward with the purchase. We announced this new process to
applicants last month and conducted an information session earlier this month
to present the changes and discuss with buyers.

We are now finalizing the details and technology needed for the new showing
process, and will have four units to show to applicants in early January. These
sales will bring almost $900,000 back into the Fund in March or April when
they are expected to sell. There are three additional units which will also be
ready for new buyers early next year, and another three now in construction.

However, without additional interim funding, we will not be able to exercise
the City’s purchase right on any units until some units are sold. This would not
impact the affordability of the units. When the City does not elect to
repurchase units, owners are required to find an income-eligible buyer and can
sell for no more than the affordable price. While the owner is free to select the
eligible buyer of their choice, the City must approve the eligibility of the buyer
for eligibility.

For more than ten years, we have worked with Just-A-Start to buy and hold
units, investing funds in both rehab and price subsidy where needed to
maintain both the affordability and condition of the stock. The pandemic has
revealed and exacerbated some vulnerabilities in this system, showing how
quickly funding can be tied up when units cannot be sold. As we begin to sell
units again, we are also looking at how we manage the resale unit process to
assess how we are using the Resale Fund and CDD and JAS staff capacity.

We expect that both the investment needs for certain units and the overall
volume of resale units will increase as the homeownership stock continues to
mature and longer-term owners begin to consider selling. While there is value



in repurchasing a unit to ensure needed rehab and recapitalization is done
appropriately after 15 or 20 years, there may not be the same value-add for
units that come up for sale a few years after a repurchase.

We are taking this opportunity to assess how our system has worked over the
past decade plus, and considering if there are adjustments we should consider
to ensure that program resources are used most effectively going forward. As
we do this, we will bring ideas we develop to improve the oversight and
administration of Trust-funded affordable homeownership units to the Trust
for discussion.

However, in the short term, we are requesting an additional $2,000,000 to
allow us to continue to repurchase units as we evaluate our resale program
and consider improvements.

RECOMMENDATION:

We recommend that the Affordable Housing Trust approve the request to
recapitalize the Homeownership Resale Fund with an additional $2,000,000 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.



