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CITY OF NEWTON, MASSACHUSETTS

Newton Housing Partnership

January 29, 2020

Honorable Mayor Ruthanne Fuller
Newton City Hall

1000 Commonwealth Ave
Newton, MA 02459

Dear Honorable Mayor Fuller,

As our work progresses to provide input into your and the City Council’s effort to expand
affordable housing opportunities in Newton, we are pleased to write this letter in support of
the Newton Housing Authority’s (NHA) proposal for CDBG and CPA funds to purchase and
preserve CAN-DO’s Newton portfolio. Originally developed by the not-for-profit CAN-DO
community development corporation, this portfolio provides deeply affordable housing for
extremely low-income families and individuals in perpetuity; a rare and highly valuable asset in
Newton that should be preserved.

At our January 7, 2020 meeting, the Newton Housing Partnership voted unanimously, with two
recusals, to recommend that the City provide the NHA the necessary CDBG and CPA funds to
purchase, renovate and stabilize this housing. At the time the proposal was presented to the
Partnership, the details of the preservation plan, including the financial structure and capital
investment program, were still being finalized. As such, our vote included the following
recommendations as the NHA works with staff of the Planning Department, the Planning and
Development Board and the Community Preservation Committee to finalize the deal:

1. Consider re-balancing the amount of CDBG, CPA and permanent debt to ensure that
adequate funds are provided to complete short and long-term capital needs, while not
overburdening the project with permanent debt. We felt the amount of permanent debt
proposed was high, especially given the underwriting risks associated with the partial
reliance on mobile vouchers to support the extremely low-income units.

2. The NHA should take a harder look at the capital needs budget to ensure that it adequately
anticipates the complicated, and therefore costly nature of a phased capital investment
program. Members were concerned that while the capital needs assessment may be
accurate as to the type and number of components that need repair or replacement, it
likely underestimated the contingency funds necessary to cover unexpected conditions and
the unique code requirements that can occur in a case-by-case, diverse scatted site
portfolio.

3. The Partnership was extremely pleased that the NHA included funds for resident services
in the operating budget, but felt that the amount should be higher, especially given the
reported needs of the resident population served.

On behalf of my colleagues on the Partnership, we thank CAN-DO for their visionary work to
create this unique and highly valuable extremely low-income affordable housing portfolio, and
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Newton Housing Partnership

offer our strong, albeit contingent support for the NHA’s request for CDBG and CPA funds to
purchase and stabilize it. The Partnership is also pleased to assist if called upon to help address
the recommendations listed above.

Si:&ely’
Lizb€th-Heyer ’

Chair, Newton Housing Partnership

CC:

Planning and Development Board
Community Preservation Committee
Council President Susan Albright
Councilor Jacob D. Auchincloss
Councilor Lisle Baker

Councilor Alicia Bowman

Councilor Allan Ciccone, Jr.
Councilor Deborah Crossley
Councilor Victoria L. Danberg
Councilor Andreae Downs
Councilor Leonard J. Gentile
Councilor Maria Scibelli Greenberg
Councilor Rebecca Walker Grossman
Councilor Bill Humphrey

Councilor David A. Kalis

Councilor Andrea W. Kelley
Councilor Joshua Krintzman
Councilor Marc C. Laredo

Councilor Alison M. Leary

Councilor Richard A. Lipof
Councilor Julia Malakie

Councilor Christopher J. Markiewicz
Councilor Brenda Noel

Councilor Emily Norton

Councilor Holly Ryan

Councilor Pamela Wright
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Telephone
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(617) 796-1142

City of Newton, Massachusetts TDD/TTY
. 617) 796-1089
Department of Planning and Development Ww(w,n)ewtonma,gov
1000 Commonwealth Avenue Newton, Massachusetts 02459
Ruthanne Fuller Barney S. Heath

Mayor Director

MEMORANDUM
To: Planning and Development Board Members

From: Eamon Bencivengo, Housing Development Planner
Amanda Berman, Director of Housing and Community Development

CcC: Community Preservation Committee Members
Amy Zarechian, Executive Director, Newton Housing Authority

Re: Request for Substantial Amendment to the FY19 and FY20 Annual Action Plans and FY16-FY20
Consolidated Plan and Pre-Commitment of FY21 Funds to Support Funding for the Newton
Housing Authority’s Acquisition and Preservation of the 33-unit CAN-DO Portfolio

Date: January 31, 2020

BACKGROUND

In January 2017, CAN-DO (Citizens for Affordable Housing in Newton Development Organization) executed an
affiliation agreement with Metro West Collaborative Development (Metro West) for Metro West to oversee
the management of CAN-DQO’s 33-unit affordable housing portfolio. In 2019, the two organizations agreed to
disaffiliate, placing the management of the CAN-DO portfolio in jeopardy. In late 2018, the Newton Housing
Authority (NHA) approached the City of Newton with the intent to acquire the CAN-DO portfolio. Since that
time, City Planning staff has worked closely with the NHA, the Project Sponsor, to create a financing structure
that transfers ownership and management of the 33-unit portfolio to the NHA to ensure the preservation of
this important portfolio and its long-term stabilization.

The 33-unit portfolio is spread across 12 scattered site projects in Newton! serving extremely low- and low-
income individuals who require a variety of supportive services. Such individuals and families are identified as
priority populations in the City’s FY16-FY20 Consolidated Plan. Not only is the City concerned about the well-
being of these individuals should the portfolio be neglected, but it is also committed to preserving the deep
level of affordability provided in these units. Furthermore, the City has been a key partner in the creation of
CAN-DQ’s important and unique portfolio, having allocated over $8 million in Newton CDBG, HOME, and CPA
funds towards the construction and rehabilitation of these 33 units. With these important considerations in
mind, staff is committed to ensuring that the portfolio continues to serve some of Newton’s most vulnerable
individuals.

FUNDING REQUEST

1236 Auburn Street is not included in this acquisition proposal.
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The Project Sponsor, the Newton Housing Authority, is requesting $2,305,000 from the City of Newton to
support the acquisition and preservation of the 33-unit CAN-DO portfolio:

City CPA $1,105,000
City CDBG $1,200,000

CPA funds and $648,648 of Community Development Block Grant (CDBG) funds will be used to reduce the
portfolio’s existing debt, with the remaining CDBG funds ($551,352) used to support eligible rehab projects
outlined in the first years of the NHA’s capital needs projections for the 33-unit portfolio.

Over the past several weeks, Planning Department staff, with the assistance of an affordable housing finance
consultant and subject-matter experts from the Newton Housing Partnership (NHP), has collaborated with the
NHA to develop a financing structure that allows the NHA to acquire the portfolio through both the
responsible allocation of public dollars and the appropriate leveraging of private investment. As a result, the
portfolio will maintain a reasonable debt service coverage ratio, as well as healthy replacement and operating
reserves over the 20-year projection.

With regards to the $551,352 allocation for CDBG-eligible rehab costs connected to the portfolio’s identified
capital needs, the Housing Authority will work in partnership with the Planning Department’s Construction
Manager to develop appropriate scopes of work for each property. As we do for all projects funded through
our rehab program, planning staff will manage the competitive bid process in conjunction with the City’s
Purchasing Department and in accordance with the City’s Procurement Policy for Affordable Housing Projects,
as well as HUD regulations. These rehab projects will be overseen in part by the Department’s Construction
Manager to ensure the proper expenditure of CDBG funds.

The following two tables summarize the requested funding sources and their corresponding uses.
Table 1. Sources for Uses

SOURCES
NHA Grant over 10 Years 250,000
TVB Grant over 10 Years 250,000
New TVB Loan 650,000 1
City CPA 1,105,000
City CDBG - 1,200,000
TOTAL SOURCES 3,455,000
USES
TVB Loan Repayment 1,498,784
CSB Loan Repayment 343,486
BCLF Loan Repayment 80,378
Replacement Reserve 500,000
Operating Reserve 250,000
Capital Improvements 551,352 2
Financing Fees (1%) 6,500
Legal Fees 150,000
Title & Recording 40,000
Development Consultant 30,000
Appraisal 4,500
TOTAL USES 3,455,000

1 New TVB Debt at 4.75%, 30
2 To fund initial capital needs in 2020-2021.



Table 2. Uses for Sources

New TVB City City CDBG TOTAL

SOURCES NHA TVB Loan CPA SOURCES
TVB Loan Repayment 169,000 681,136 648,648 | 1,498,784
CSB Loan Repayment 343,486 343,486
BCLF Loan Repayment 80,378 80,378
Replacement Reserve 250,000 | 250,000 500,000
Operating Reserve 250,000 250,000
Capital Improvements 551,352 551,352
Financing Fees (1%) 6,500 6,500
Legal Fees 150,000 150,000
Title & Recording 40,000 40,000
Development Consultant 30,000 30,000
Appraisal 4,500 4,500
USES 250,000 | 250,000 650,000 ( 1,105,000 | 1,200,000 | 3,455,000

SUBSTANTIAL AMENDMENT AND CONDITIONAL PRE-COMMITMENT OF FUNDS

As stated above, the $1,200,000 of requested CDBG funds will be used to reduce the portfolio’s existing debt
and support eligible rehab projects across the 33-unit portfolio. As the following table shows, multiple years of
CDBG funding will be used to make up the full $1,200,000 request, including FY19, FY20, and FY21.

Activity CDBG Funding Source CDBG Amount
Acquisition: Debt Reduction CD19-01B - Housing Program Fund = $ 648,648.00
Rehabilitation/Capital Improvements CD19-01B - Housing Program Fund = $ 245,936.18
CD20-01B - Housing Program Fund = $ 223,000.00
CD21-01B - Housing Program Fund  $ 82,415.82
Total CDBG Funds $ 1,200,000

The utilization of the City’s FY19 and FY20 CDBG dollars requires a substantial amendment to the FY19 and FY20
Annual Action Plans and the FY16-FY20 Consolidated Plan.

Per the City of Newton Housing and Community Development Program Citizen Participation Plan, a Substantial
Amendment is defined, in accordance with the U.S. Department of Housing & Urban Development (HUD)
regulations 24 CFR 91.505(a), as:

e Asubstantial change in allocation priorities (any change greater than 25 percent in an individual project’s

total budget) or a substantial change in the method of distribution of funds;

e A new activity (including those funded exclusively with program income) not previously covered by the
Newton Consolidated Plan or Annual Action Plan; or a

e Substantial change in the purpose, scope, location or beneficiaries of an activity.
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In addition, the request for the use of FY21 CDBG funds necessitates a conditional pre-commitment of FY21
funds, as the Planning & Development Board will not vote to formally approve the FY21 Annual Action Plan and
budget until its April 6, 2020 meeting. This project and corresponding use of FY21 funds will be outlined in that
plan.

RECOMMENDATION

Given the uniqueness and complexity of this portfolio deal, Planning staff commends the NHA willingness to
utilize the feedback offered by staff, the NHP and consultants in order to preserve the deep affordability of
these critical housing units. In addition, the proposal is consistent with the needs identified in the 2016-2020
Consolidated Plan. Planning staff is supportive of the NHA funding structure and request to acquire and
preserve the CAN-DO portfolio and is confident the NHA will not only stabilize, but strengthen the portfolio,
ensuring that residents continue to experience a high-quality of life in Newton.

Staff recommends that the Planning & Development Board vote to approve the request for a substantial
amendment to the FY19 and FY20 Annual Action Plans and FY16-FY20 Consolidated Plan and a conditional
pre-commitment of FY21 funds to support the Newton Housing Authority’s acquisition and preservation of
the 33-unit CAN-DO portfolio.

Staff recommends the use of CDBG and CPA funding as described above, at $1,200,000 and $1,105,000
respectively, with the following pre-conditions:

a) The use of FY21 CDBG funds must be formally approved by the Planning & Development Board at the
April 6, 2020 Public Hearing on the FY21 Annual Action Plan.

b) Project cost savings are returned proportionally to the respective grant program(s) upon completion.

c) CDBG funds cannot be committed until firm commitments are received from all other sources
identified in the most recent budget (this is a federal requirement).

d) CDBG funds also cannot be committed until completion of the Environmental Review Record and HUD
issues the Authority to Use Grant Funds.

e) Project sponsor, the Newton Housing Authority, will work collaboratively with Planning staff to
develop appropriate scopes of work related to the $551,352 allocation for CDBG-eligible rehab costs
connected to the portfolio’s identified capital needs. Planning staff will manage the competitive bid
process in conjunction with the Purchasing Department in accordance with the City’s Procurement
Policy for Affordable Housing Projects, as well as HUD regulations. These rehab projects will be
overseen in part by the Department’s Construction Manager to ensure the proper expenditure of
CDBG funds.

f)  Project sponsor must report to the Planning and Development Board at various benchmarks
throughout implementation of the project, and submit a final report to staff and the Board once all
CDBG funds have been expended:

1. Following the successful acquisition of the entire 33-unit portfolio;

Three months following the start of project construction to report on progress;

At the completion of CDBG rehab construction to submit a final project report;

Every year thereafter for the following two years;

As needed.
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December 17, 2019
(revised & resubmitted January 13, 2020)

Dear Community Preservation Committee,

| am writing in support of the Newton Housing Authority’s (NHA) application to
the Community Preservation Committee for CPA funds to acquire the CAN-DO
(Citizens for Affordable Housing in Newton Development Organization) property
portfolio.

As a Newton resident, who is actively involved in the community, supporting
affordable housing, and a social worker who worked with some of CAN-Do’s
formerly homeless families, many coming out of domestic violence shelters into
CAN-DO apartments, | know how important it is to have an organization such as
NHA own these properties and provide their expertise in helping these families
succeed in our community. | am pleased to note that NHA plans to hire a new full-
time property management position. | am hopeful that the job description for this
position will include experience with formerly homeless families and human
service background, not just housing expertise.

The CAN-DO portfolio is an irreplaceable resource of affordable housing in
Newton and serves residents with unique needs. Based on the Newton Housing
Authority’s mission to improve residents’ quality of life and being the largest
provider of affordable housing in Newton, | believe the NHA would be best suited
to preserve this important portfolio and act in the best interest of these
vulnerable City residents.

Sincerely,
Kathy Laufer, MSW

26 Mosman Street
W. Newton, MA 02465
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