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MEMORANDUM

To: Cambridge Affordable Housing Trust

From: Christopher Cotter, Housing Director

Date: May 27, 2021

Re: Update on Renewing Harvard Loan Fund Commitment

As you know, the Trust has benefitted from a $6 million loan made by Harvard
University under its 20/20/2000 Initiative through which Harvard offered low
interest financing to assist affordable housing efforts in both Cambridge and
Boston. We are approaching the end of the term for the initial loan
commitment, and have been working with Harvard to prepare for a renewal of
this commitment so that the funds will continue to be a resource for the Trust
and affordable housing in Cambridge.

The funds were loaned to the Trust at 2% interest in two loans originated in
2000 and 2001. Funds were offered by the Trust to affordable housing
providers at the same 2% interest rate. Loan funds have been used to assist
affordable housing providers with permanent and construction financing.
After a few permanent loans made in the early 2000’s we found that the funds
were most valuable as construction or other short-term financing to lower
development period borrowing costs for new developments due to the shorter
available amortization period.

As we approach the end of the loan term, we have been preparing to renew
the loan with Harvard. The proposed terms we have discussed will vary slightly
from the original loan. The interest rate will be fixed at a lowered rate of
1.85%. Similar to the original loan, payments will be interest only for the first
10 years, with the loan fully amortizing during years 10-20. Unlike the original
loan, there will be no requirements for 10% loss reserve, so the full amount of
the loan will be available for the Trust to lend to affordable housing builders.

As CDD staff envision on how the funds might be best deployed, we believe
there continues to be great value in providing access to lower cost
construction and other short-term financing. We would expect to look at new
developments in our pipeline to determine where Harvard loan funds might be
best utilized. We would however, recommend that the rate the Trust uses to
lend funds to developments vary based on an assessment of the cost of the



funds to the Trust. As noted, the Trust has always offered these funds at 2%
interest. However, after investment rates dropped significantly in the early
years of the loan, there were periods when the cost of funds could not be
covered in short-term investments when the funds were held by the Trust
between loan commitments. As we look at continuing to offer funds as
construction financing, we think it is advisable to consider building in a spread
to cover a portion of the interest costs for when the funds are being held
between loan commitments.

We wanted to share with you this update on our efforts to renew this
important loan commitment, and begin to discuss with you how we might use
the funds in the coming years.

RECOMMENDATION

Staff recommend that the Trust authorize the Managing Trustee to execute
documents necessary to enter into a new loan of up to $6 million from Harvard
University with terms as described herein or otherwise acceptable to the
Managing Trustee so that the Trust can continue to offer access to low-interest
loan funds for affordable housing.



