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MEMORANDUM

To:		Richard Rossi, City Manager
	From: 	Iram Farooq, Assistant City Manager for Community	 Development
Date:	September 16, 2015
Re: 	Council Order #0-9 dated January 5, 2015 on “the feasibility of having the City commit to constructing 1,000 new affordable housing units in the City by the end of this decade”

As housing prices in Cambridge continue to rise, maintaining the socio-economic diversity of the community will require both the creation of new affordable housing and the preservation of the City’s existing affordable stock.  Establishing an ambitious goal for affordable housing production may help further focus efforts on affordable housing creation and stimulate support for affordable housing throughout the community.  

So far, thanks to the City’s longstanding commitment to affordable housing, we have largely been able to keep up with the changing market. In 1997, two years after the end of rent control, roughly 15% of the city’s overall housing stock was affordable[footnoteRef:1]. Today, that proportion remains largely the same at 14.8%[footnoteRef:2], thanks to the City’s production and preservation efforts over the years.  However, retaining that ratio, let alone increasing it, will be a challenge in the coming years.   [1:  Cambridge Inclusionary Housing Study, 1998]  [2:  CDD analysis of city’s housing stock as o 6/30/2015, which counts units in a different manner than the 1997 ratio but provides a reasonable comparison.] 


The City Council has asked staff to assess the feasibility of creating 1,000 new affordable housing units in Cambridge by the end of 2020.  As this memo will detail, a production goal of 1,000 units in five years would be a significant increase to the City’s historic rates of affordable housing creation.  This memo provides an overview of what new tools would need to be put into place in order to achieve a sharp increase in affordable housing production.  This memo also includes background on Cambridge’s existing affordable stock, past production and preservation activity, and current preservation needs in order to provide context to the proposed goal.  In preparing a response to this Council Order, we have sought input and incorporated feedback from the Affordable Housing Trust and from local affordable housing developers.

[image: BoxedSeal final]CITY OF CAMBRIDGE
Community Development Department
IRAM FAROOQ
Acting Assistant City Manager for Community Development







Background

CDD’s most recent Affordable Housing Inventory report confirms that there are more than 7,670 affordable housing units in Cambridge.  This figure includes units, as of June 30, 2015, that are completed or now under construction and that are restricted to low-, moderate-, or middle-income households.  The chart below shows that the stock is comprised of public housing, inclusionary housing, other privately-owned affordable housing, and City-funded homeownership units and non-profit developed housing.




Creation of New Affordable Units

Most new affordable housing is created either through City assistance in the form of subsidy funding or through zoning requirements.  

The City, directly and through the Cambridge Affordable Housing Trust, provides financing to developers to build new affordable housing and to purchase existing market-rate housing for conversion to affordable housing.  In addition to multi-family development activity, affordable units are also created through the City’s homebuyer assistance programs which provide subsidies to write-down the prices of individual units being purchased by homebuyers on the open market.  

The City’s Inclusionary Housing program requires market-rate developers to provide affordable units in their developments, and has become one of the most significant producers of new affordable housing in recent years.   Inclusionary requirements are the only way in which new affordable housing is created without the need for significant City funding.  

Other production approaches, such as purchasing affordable units in existing market-rate developments, have also been pursued where opportunities present.  

Recent Development and Preservation Activity

Since FY2005, a total of 2,230 affordable units have been preserved and created in Cambridge, including more than 1,100 new affordable units.  Of the new units produced, 693 were created through the Inclusionary program.





In just the last 5 years, the City has invested more than $63 million to support the creation and preservation of more than 1,100 affordable units.  Of these 1,100 affordable units, 94 were newly created units. During this same time period, the Inclusionary program produced 490 affordable units.

Housing Preservation
Housing preservation has been the City’s major focus in recent years in order to ensure no loss of existing affordable stock to market-rate conversion or other physical or financial risk.  In 2010, CDD staff identified ten privately-owned properties, containing 1,094 affordable units, which were at risk by 2021.  With the successful purchase and preservation of Briston Arms in July 2015, the City has now successfully preserved eight of these expiring-use properties.  A primary goal for the next five years is to preserve the remaining two properties at-risk by 2021, including 504-unit Fresh Pond Apartments.  In addition to expiring-use preservation, the City has also worked to revitalize existing affordable housing such as the Cambridge YWCA and YMCA properties, and public housing developments such as Lincoln Way, Jackson Gardens, and Jefferson Park State.

New Housing Development
In addition to a focus on preservation, CDD staff and local housing partners have continued to seek opportunities to create new affordable units.  However, finding and purchasing sites for new affordable housing development has become increasingly challenging. CDD staff and local affordable housing developers have assessed more than 55 potential buildings and sites since 2010, but have only been successful in purchasing 3 properties among those identified as feasible for affordable housing creation.  Sites are often sold without being widely offered for sale, and at sale terms which are hard for publicly-funded developers to match in terms of price, timing and contingencies.  

While opportunity and cost are major factors, they are not the only barriers to development.  The need for zoning approvals to make a development feasible is oftentimes the most challenging aspect of new development and can add significant time, cost and risk to pursuing new development. Affordable housing developers have to balance the need for sufficient density to make an affordable housing development feasible with neighborhood expectations around density, parking, and design.  With multiple sources of funding needed to finance affordable housing development, timing and permitting predictability are important considerations as many funding sources are only available once or twice a year and only to projects which have permitting approvals in place.  Given the challenges with identifying and securing new sites for development, there are currently no new sites in the pipeline of the City’s non-profit housing developers.  

While opportunities to create new affordability through City-supported development is becoming more challenging, production through the inclusionary housing program has intensified.  In the last five years, 396 new inclusionary units have been approved and there are now approximately 200 new rental units being built across the city.  When the market is at its peak, we see high levels of inclusionary unit production. When the market cools, there will likely be fewer new inclusionary units being built, and reduced competition from private developers for new sites should make more feasible opportunities for affordable housing developers. 


Proposed 1,000 Unit Goal

Given the current development challenges, doubling the production of new affordable units to create 1,000 new units in five years will be very challenging.  New tools would be needed to achieve this goal.  However there are a range of new measures which, in combination with existing or expanded commitments, could make the development of affordable housing more feasible and improve the chances of achieving such a goal.  

Many of these ideas have been discussed with the City Council and at recent Housing Committee meetings.  CDD staff have been working to advance many of these ideas, and in March convened a planning session of the Affordable Housing Trust, local non-profit developers, City staff, housing advocates, and Cambridge Housing Authority to discuss what would be needed to significantly increase production of affordable housing over the next five years.  These ideas were also discussed at a recent Planning Board meeting with the Affordable Housing Trust.

Some ideas brought to the session and discussed by this group include:

· Maintaining the commitment of 80% of CPA funds to affordable housing
· Advancing the recommendations of the Incentive Zoning Nexus Study, which have since been incorporated into a zoning petition currently before the City Council;
· Identifying new City funding if available funds are not sufficient to meet production goals given high costs and challenges with leveraging resources;
· Completing the Inclusionary Housing Study and preparing to act quickly on its recommendations when complete;
· Creating a new zoning standards or an overlay for affordable housing development which would allow additional development density, reduced parking and other relaxed dimensional standards to affordable housing developers to help them be more competitive for available sites across the city;
· Creating a streamlined process for the permitting of new affordable housing developments through zoning changes to allow predictable as-of-right permitting for affordable housing;
· Prioritizing publicly-owned land for affordable housing and making affordable housing the first consideration for any available City-owned land;
· Purchasing additional units in market-rate developments as affordable housing;
· Using tax increment financing or other tax incentives to encourage developers to create additional affordable units (in excess of inclusionary requirements) and/or middle-income affordable housing;
· Working with universities and other institutions and employers to create housing to address demand from students, affiliates and employees; and,
· Exploring other creative ways to finance new development, including looking at new funding sources that could finance housing for middle-income households and/or help to offset continuing cuts in Federal resources for housing and intense competition for limited other public funds.

Some of these ideas can be implemented quickly, while others require further consideration, community discussion, and action by the City or others parties.  Staff are working to further explore and develop these ideas so that they can assist in expanding new affordable housing production.  We look forward to further discussions with the Council, Affordable Housing Trust, and the broad community on ways to increase the City’s stock of affordable housing.




City of Cambridge - Affordable Housing Inventory 
(as of 6/30/2015) 

[CATEGORY NAME]
([VALUE] units) [PERCENTAGE]
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Non-profit Development 	&	 Scattered-site FTHB	Public Housing	Inclusionary Housing	Private Housing	2904	2727	824	1219	
Cumulative Housing Preservation and Production Activity (FY05 - present*)

City-funded New Production	FY05	FY06	FY07	FY08	FY09	FY10	FY11	FY12	FY13	FY14	FY15	FY16	78	109	176	244	321	363	365	365	381	381	415	415	Inclusionary Production	FY05	FY06	FY07	FY08	FY09	FY10	FY11	FY12	FY13	FY14	FY15	FY16	92	242	313	322	322	328	338	429	607	636	693	718	Total Preservation	FY05	FY06	FY07	FY08	FY09	FY10	FY11	FY12	FY13	FY14	FY15	FY16	27	44	89	89	89	204	341	785	797	905	1122	1123	
Units
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