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MEMORANDUM 

To:  Affordable Housing Trust 
From:   Chris Cotter, Housing Director 
Date:  September 24, 2020 
Re:   Park View Cooperative Funding Request 

 
We are providing this additional information for the Trust consideration of the 
request from the Park View Cooperative for an additional $1,533,368 in Trust 
funding which was shared with the Trust at its last meeting.  This new funding 
request is needed to fully fund the extensive rehab of a twelve-unit limited equity 
cooperative, and would be in addition to the commitment for up to $1,394,000 made 
by the Trust in March 2019.  When completing the plan and budget for renovations, 
costs were significantly higher than projected which has led to the Coop’s request for 
additional funding. 

 
In previous discussions, the Trust had requested recommendations for conditions to 
consider when discussing the additional funding request. The goal of these 
recommendations is to ensure that subsidy funding provided by the Trust furthers 
the Trust’s priorities in an equitable and sustainable way.  
 
Based on Trust feedback, staff developed additional recommendations noted below 
for four areas:  

• Monthly carrying charges and affordability; 

• Shareholder selection;  

• Share transfer appreciation; and 

• Monitoring and oversight.  
 
We have discussed these recommendations with representatives from the 
Cooperative. There was agreement in principal in all areas other than the carrying 
charges and targeting affordability. 
 
The Trust had discussed an interest in bringing carrying charges in line with other 
deeply affordable housing. This would involve targeting affordability as we might 
when creating housing to serve households in the income range of many Coop 
residents.  We looked at increasing carrying charges over a five-year period to a target 
of 30% of income for a household at 35% AMI.  Targeting affordability at that 
income level and payment ratio would be consistent with similar projects where 
Trust funding is being used to preserve existing affordable housing for very low-
income residents.  To do this we modeled carrying costs increases at 4% per year for 
the first five years, with subsequent increases at the 3% annual increase the Coop has 
shown in its projections.  Increasing carrying charges and operating revenue more 
quickly would enable the Coop to carry additional first mortgage debt while still fully 
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funding all reserves, and having funds to help buy-down future share prices to 
protect future affordability.  
 
However, in reviewing this approach with the Coop representatives we heard that 
any increase in carrying charges beyond the 3% annual increase anticipated in their 
projections would likely not be acceptable to the Coop.  The Coop has modeled their 
carrying charges in a budget-based manner over the course of their existence, but 
plan to implement annual 3% increases beginning in January 2021. 
 
We have not yet been able to resolve this difference.  However, given our desire to 
bring this request back to the Trust at this meeting, we are presenting detail on both 
approaches and some context to help the Trust consider how significant the 
difference is.  To illustrate the difference, staff looked at projections based on both 
approaches and the resulting impact on long-term operations and supportable debt.  
The Coop’s approach of annual increases of 3% provides adequate resources to 
funds operations and reserves and can support debt of $500,000.  The model we had 
looked at would likewise support operations and reserves, but might allow for an 
additional $100,000-150,000 in mortgage debt. This might reduce the additional 
Trust request by 7-10%.   
 

 Monthly Carrying Charges 

Unit Size Current with 3% increase with 4% increase 

1-br $608 / $617 $626 / $636 $632 / $642 

2-br $638 $657 $664 

 
 
We have no recommendation on the increase in carrying charges, and can implement 
an increase that the Trust finds reasonable to include in any commitment.  However, 
for the purposes of preparing conditions outlined below for consideration, we are 
noting herein annual increases of 3% per year which would ensure a Trust 
commitment would be accepted by the Coop.  These can be modified if the Trust 
wants to include a different approach to increasing carrying costs.   
 
Based on a thorough review of the operating budget and projections, with annual 
increases in carrying charges, the building will produce healthy cash flow each year.  
Operating projections include adequate reserve for capital need, operations, and debt 
stabilization.  We believe the operating revenue is also sufficient to establish a new 
reserve fund for use to reduce the share value amount at transfer to assist income 
eligible households who might not be able to fully fund the share purchase. Share 
values are currently in the range of $35,000.  The Coop has also expressed its interest 
in using funds to write down share costs at transfer.  
 
We recommend that the Trust subsidize the full requested amount, and require that 
the residual cash flow also be used to benefit the community.  The options include 
an additional contribution to the share transfer buy-down reserve describe above, 
and/or requiring a portion of cash flow be used to repay a portion of the Trust loan 
to enable the funds to be used to support additional affordable housing projects.  
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Given the complications involved with repayment relative to the expected amounts 
and total Trust loan, we prefer that remaining cash flow supplement the share 
transfer buy-down reserve for use in benefitting future members. 
 
RECOMMENDATION: 
 
Staff recommends that the Trust approve the Parkview Cooperative’s request for a 
commitment for an increase of $1,533,368 to bring the total Trust commitment to 
up to $2,927,368. The funds should be made contingent on the following: 

 

Standard Trust Terms & Conditions 

 
1. CDD staff final approval of budgets and proforma; 
2. CDD staff approval of design, construction plans and specifications; 
3. Firm written commitments from other funding sources as needed to complete 

the project;  
4. An Affordable Housing Covenant acceptable to CDD staff;  
5. Loan advances shall be made only for approved project costs in accordance with 

the Loan Disbursement Agreement to be entered into at closing;   
6. Standard Trust terms and conditions, including but not limited to:  

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

b) Interest shall accrue, but principal and accrued interest shall not be due and 
payable until the end of the term. If, prior to maturity, loan term is extended, 
the accrued interest shall either be waived, at lender discretion, or deferred. 

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

d) All loans will be non-recourse.  

 
Additional Terms and Conditions  
 
1. Affordability and Carrying Charges  
 

a. Carrying charges to be increased 3% annually, with increases documented 
to CDD;  

b. Create separate reserve accounts for the following:  
i. Capital Reserve – funded at $9,600 first year with 3% annual 

increase;  
ii. Operating Reserve – funded at $2,000 first year with 3% annual 

increase;  
iii. Refinance Reserve – funded at no more than $2,000 annually;  
iv. Share Buydown Reserve Fund to be used to permanently reduce 

the cost of share purchase for future cooperative members – 
funded at a minimum $5,000 annually; 

c. Any residual cash flow beyond payment of approved operating costs, 
debt service and reserve contributions shall be contributed to affordable 
housing through either: 
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i. Additional contribution to the Share Buydown Reserve Fund; or, 
ii. Repayment of the Trust loan.  

 
2. Shareholder Selection 
 

a. Income eligibility for new shareholders shall be set at City 80% of Area 
Median Income (AMI); 

i. income eligibility for family members under the Coop’s share 
purchase option shall be set at 95% AMI;  

b. CDD approval of a written shareholder selection plan that includes: 
i. outreach targeted to Section 8 voucher holders and households 

who would be eligible for Section 8 vouchers;  
ii. Preference system shall include the following:  
iii. Cambridge resident preference for all units; 
iv. Preference for families with children for two-bedroom units;  
v. Preference for households with a Section 8 voucher, or who 

would be eligible for a Section 8 voucher until at least 3 such 
members have been selected; 

c. Provisions to ensure that new shareholder selection contribute to the 
racial and economic diversity of the Coop;  

d. Provisions to ensure that new shareholders are willing to meet the 
obligations of cooperative membership, including participating in the 
work of managing the building; 

e. Provisions for a Trust designee to have an active role the shareholder 
selection process to ensure selection follows the approved plan, and 
which shall include review of applications, observation of interviews with 
prospective shareholders, and making recommendations for City 
approval of new shareholders;  

 
3. Share Transfer Appreciation 

 
a. Exclusion of all mortgage principal payments for any financing associated 

with this project, including the proposed CSB first mortgage or any 
additional mortgage financing;  

b. Establishment of a Share Buydown Reserve Fund for use to reduce the 
share buy-in costs for new shareholders by agreed upon amounts;  

i. Use of Share Buydown Reserve Funds shall permanently reduce 
the value of shares by amount approved by CDD and which shall 
not be recoverable by the Cooperative or the shareholder in any 
subsequent sale or transfer of the share.  

 
4) Monitoring and Oversight 

 
a. The Coop shall enter into a Monitoring Agreement, satisfactory to the 

Trust, which includes but is not limited to the following:  
b. Annual report to be submitted for CDD for approval which shall 

include: 
i. prior year income and expenses; 
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ii. current year income and expenses; 
iii. proposed annual budget which shall include: 

a. proposed carrying cost increases; 
b. proposed uses of Capital Reserve, Operating Reserve and 

Refinancing Reserve funds; 
c. detail of any proposed capital work to be undertaken; 

c. Provision of any other information relating to the operation or finances 
of the Coop as requested. 

d. Creation and maintenance of separate reserve accounts for Capital 
Reserve, Operating Reserve, Refinance Reserve, and Share Buydown 
Reserve; 

e. CDD approval of any withdrawal or combination of withdrawals from 
Capital Reserve account totaling more than $5,000 or other higher 
amount determined by CDD per year;  

f. CDD approval of any withdrawal or combination of withdrawals from 
Operating Reserve account totaling more than $2,500 or other higher 
amount determined by CDD per year;  

g. CDD approval of any withdrawal from the Refinance Reserve account;  
h. CDD approval of any withdrawal from the Share Buydown Reserve 

account;  
i. Notification of filings with the Secretary of State; 
j. Provision of a new or updated Capital Needs Assessment and/or 

building inspection upon request from CDD;   
 

 
All other Terms and Conditions from the March 2019 Trust commitment not otherwise 
modified by these Terms and Conditions shall remain in effect.  

 
 

 


