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MEMORANDUM
To: Cambridge Affordable Housing Trust
From: Christopher Cotter, Housing Director

Cassie Arnaud, Senior Housing Planner
Janet Haines, Associate Housing Planner

Date: November 18, 2021

Re: Lancaster Apartments - loan extension request

The Cambridge Housing Authority, on behalf of Kennedy Management, Inc, its
wholly owned subsidy, is requesting that the terms of one of the Trust loans for its
Lancaster Apartment property be amended. CHA is requesting that the payment of
$500,000 due November 30, 2021, with accrued interest, be deferred to July 31,
2055 to be coterminous with the balance of the other Trust and City financing on
the property.

As you may recall, Lancaster Apartments is a 65-unit affordable rental property
located at 8-10 Lancaster. The City and CAHT provided funding for the
acquisition and comprehensive rehab of the property, which was done in two
phases, Phase one, acquisition and initial renovations in 2001 and Phase two
renovations beginning in 2005.The property includes 55 units for tenants at or
below 80% of Area Median Income (AMI) and 10 for tenants earning up to 120%
AMI.

The original funding for acquisition approved in 2000 included the following
City/CAHT sources:

e CAHT: $2,350,000 (restated, as described below)
e HOME: $245,000 (Discharged, as described below)
e CAHT - Harvard 20/20: $1,500,000 (repaid as of 12/31/20)

In 2005 for the tax credit Phase 2 closing, the Trust also provided $800,000 in
additional funding to cover higher than anticipated construction costs for the
second phase of the rehab. A new mortgage for $1,300,000 which included the
additional $800,000 and $500,000 from the acquisition phase required annual
payments of a portion of cash flow and a balloon payment of $500,000 plus
accrued interest to be paid by July 31, 2021. The balance of the loan and accrued
interest is due July 31, 2055. To date, the CHA has requested a deferral of a total
of $131,788 in cash flow to use the funds for capital repairs. CDD staff have
agreed to these payment deferrals based on the capital work required, described
below, and the expectation that the full $500,000, plus accrued interest, would be
repaid in July 2021.

The CHA has completed more than $1.2 million in capital work in the last three
years, including replacing the roof, repairing brick masonry, replacing the hallway



skylights to eliminate water infiltration issues and emergency plumbing repairs to

address a cracked sanitary line.

Work Completed to Date 2019 2020 2021 Total
Bldg. Envelope (Roof, Masonry) | $ 35,705 $ 787,000 | $822,705
Plumbing /Systems $ 45,315 $56,535 $101,850
Softs Costs $29,120 | $ 149,000 $144,300 $322,420
Totals $64,825 $194,315 $987,835 | $ 1,246,975

A 2019 Capital Needs Assessment projects another $2.5 million will be needed in the
next 5 years for upgrades to HVAC, common interiors, unit appliances, unit lighting,
windows and upgraded fire alarm system and detectors.

In 2011 the CHA refinanced their first mortgage in the amount of $4,010,000 with
MHP. It is amortized over 30 years but due in 2031. A required $600,000 operating

reserve is fully funded.

The CHA is now requesting to extend the maturity date of the $500,000 which is now
due until July 31, 2055 to be coterminous with the balance of the Trust loan. They
intend to use funds to complete the needed capital work referenced above.

Recommendation:

Based on a review of the CHA’s proposed Capital Plan and twenty-year operating
proforma, we recommend that the Trust approve the request made by the Cambridge
Housing Authority, on behalf of the owner, Kennedy Management, Inc’s, to extend
the maturity date for the $500,000 to July 31, 2055 as described above and as subject

to the following additional condition:

e That the amended loan documents maintain repayment provisions which

require repayment from 50% of available cash flow after payment of

approved asset management

fee.

We have reviewed this request with Trust members Peter Daly, who agreed with our
recommendation to bring this request to the Trust for review and approval.




