How to Understand Share Value and Affordability
As it Applies to Park View Cooperative

1984, Purchase of the Building, Under Capitalization & Lack of City Assistance

The present lack of affordability of Park View Cooperative’s shares, and consequent burden of share
loans, is a consequence of undercapitalization and lack of any financial assistance from the City at the
Coop’s inception in 1984. Members purchased the building with their own funds and a loan.

The building was in very poor condition due to neglect. The neighborhood was redlined, making it diffi-
cult for prior owners to obtain loans for capital improvements. In order to meet the capital needs to ad-
dress these poor conditions, Park View took out substantial commercial loans at very high interest rates.
The total amount of principal on loans Park View has borrowed = $290,000

The total amount of interest paid = $360,921.

Part of the current renovation needs of the building is also a consequence of technical advice from the
City. The original layer of stucco in 1984 was in cracked and badly leaking. The city recommended in-
stalling a second layer. Unfortunately they suggested that we hire New England Brick Master. The sec-
ond layer is cement (not stucco) and was poorly installed, leading to water penetration and a shorter life.
Many homeowners who have used this contractor and material have had similar issues.

Understanding the Impact of Undercapitalization On Share Values

It is important to note that the average share value $38.365 for an individual unit has two components:

1. The amount of share value based on loan principal of $290,000 = $24,170 per unit.
 This was part of the original by-laws written with the advice of the City. The intent was to:

o Incentivize the borrowing of loans for capital improvements;

o Have the members’ equity equal their cash contribution, plus the principal on the pur-
chase loan. The equity from the loan was added over time as the principal was paid
down.

2. The amount of share value based on purchase price, plus annual increases based on the
area housing index = $14,195.
» The intent is to build a small amount of equity over time.

You can see the greatest portion of share value comes from the principal on loans.

Funding PVC’s renovation partly redresses the lack of City investment at the Coop’s inception. Had
Park View been adequately capitalized at inception, the present share value would be $14,195.

If, at the conclusion of Park View’s rehabilitation, there are un-spent monies, the Coop proposes to es-

tablish a fund with these resources to further reduce share buy-in costs for low-income City residents, as
a corrective to the high share value.
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Quantifying Park View’s Contribution of Affordable Home Ownership
To the City of Cambridge

Park View Cooperative has provided a significant public benefit over the 36 years that it has received
zero funding from the City. The $3,999,215 loan/grant from the City we are requesting now purchases
50 years of affordability. Based on this figure, the 36-year Park View equivalent is equal to $2,879,434.

If you add to $2,879,434 — all the funds we have spent on capital improvements, and what we have
committed to add as part of this project — we will have provided over $4,674,698 in total.

The public benefit we have provided, quantified above, does not include the subsidies for affordability
we have offered; our sweat equity; or the amount of capital improvements going forward at $238,000.

At the end of this project we will have spent $2,268,264 dollars for the purchase of the building and
necessary capital improvements from 1984 to 2041.

The Math for Park View’s Contribution to the Public Good

PVC Public Benefit Analysis

$2,879,434 (36-year equivalent)

+$451,943 (capital improvements)

+$357,321 (loan interest for purchase and completed capital improvements)
+$500,000 (CSB loan)

+$338,000 (CSB interest)

+$148,000 (Cash from Park View Reserves)

$4,674,698 Total

PVC Purchase & Capital Expenditures Analysis 1984 to Date Plus Project Contribution

$13,500 (Member Equity Contribution for purchase)
+$196,500 (Purchase Price financed)
+$451,943 (Capital expenditures 1984 to Present)
+$357,321 (Interest on loans borrowed for Purchase & Capital Improvements)
+$500,000 (CSB loan)
+$338,000 (CSB interest)
+$148,000 (Cash from Park View Reserves)
+$25,000 (12.5 year affordability commitment)
+$238.000 (capital expenditures over the next 20 years)

$2,268,264 Total*

*Depending on cash flow there may be additional financial commitments to affordability.
PVC will also contribute significant additional funds to another 30 years of Capital Im-
provements.
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