
Exhibit 1 

Nashville Housing Catalyst Fund 

_____________________________________________________________________________________ 

 

Program Overview 

The Housing Catalyst Fund is a loan fund dedicated to the creation and preservation of affordable and 

workforce housing in Davidson County. The Fund will enable mission developers to be more competitive 

in the race to preserve existing regulated and unregulated affordable housing and to accelerate the 

creation of high-impact affordable housing. The Fund is being launched with an allocation of American 

Rescue Plan dollars that Council approved in December 2021.  

Key Characteristics 

• This Fund is housed outside of Metro in partnership with the Community Foundation of Middle 

Tennessee. This serves two purposes. First, it allows for more responsiveness and shorter 

transaction times to respond to market availability and key opportunities. Second, partnering 

with the Community Foundation provides an opportunity for the Fund to attract philanthropic 

funds, including program-related investments.  

• The Fund will make loans to affordable housing projects, not grants. The loans will be repaid, 

allowing for the Fund to revolve Metro’s capital to other affordable housing projects.  This will 

also generate income for the Fund, which will be a crucial aspect of the sustainability strategy 

for the Fund.  The need for income will be balanced against the intent to provide capital for 

affordable housing projects at terms not otherwise available in the market. 

• Metro will continue to be involved in the operation of the Fund through appointment of a 

member of the Investment Committee, regular reporting, and review of the Impact Strategy 

document on an annual basis. 

 



Eligible Borrowers: 

Mission aligned developers 

Eligible Projects: 

• Projects that display a plan to create or preserve affordable or workforce housing 

• Rehabilitation and New Construction projects will be eligible. 

• Projects that are located within Nashville - Davidson County. 

Fund Management 

Fund management will be provided by a team that includes Forsyth Street Asset Management, a 

Registered Investment Advisor who will serve as Fund Manager, as well as Pillars Development and 

Nelson Community Partners who will provide additional support.  This team was selected on a 

competitive basis through a Metro Procurement process in early 2023.   The Fund Manager along with 

its team members, will provide origination, underwriting, closing, and management of loans among 

other key functions.  The Fund Manager will coordinate the investment committee, a committee 

comprised of five to six individuals with experience in housing transaction deal structuring and credit 

review and the availability for quick turnaround meetings to facilitate timely review. The Fund Manager 

or its designated affiliate will be engaged by Recipient under a contract for a period of not less than two 

years.  This contract will designate the Fund Manager to operate with the standard of care as a fiduciary 

as defined under the Investment Advisers Act of 1940.   

Affordability Requirements 

Affordability will be balanced against Metro’s housing goals while balancing the need for long term fund 

sustainability. Where possible, the Fund will use increased income generated on higher AMI-projects to 

offer lower rates for low-AMI projects or emerging borrowers. Pricing will be reflective of the applicants 

proposed affordability levels. Affordability restrictions will be enforced with a deed restriction 

(“Declaration of Restrictive Covenants”) which will be recorded with the Davidson County Register of 

Deeds.  Because not all borrowers will have an affordability restriction in place when the Fund begins 



lending (e.g., at acquisition of an unrestricted low-income housing development), there must be at least 

a reasonable path to achieve an affordability restriction as a result of the Fund’s loan. 

Impact Strategy 

The Fund will adopt an Impact Strategy that provides further details on the Fund’s project selection 

criteria with an overall goal of aligning the Fund’s goals of maximizing affordable housing impact, 

Metro’s housing strategies, credit standards, and operating a self-sustaining Fund.  The Investment 

Committee will use this document, along with a Loan Manual, to guide its review and approval of loans. 

This document will be updated annually, within 90 days of the end of the Fund’s fiscal year, based on 

Metro’s needs and market conditions.  The updated document will be subject to written approval by the 

Metro Grant Administrator.  During the drafting and Grant Administrator review process, the Fund will 

continue to use the previously approved Impact Strategy to guide its lending decisions and program in 

the interim, until the updated Impact Strategy document is approved.  Should the Metro Grant 

Administrator neither approve nor reject for amendment the Impact Strategy within 60 days of receipt, 

the Impact Strategy will be deemed approved.  

Should a potential loan not comply with the Impact Strategy, the Metro Grant Administrator may, in 

writing, waive specific provisions of the Impact Strategy provided that the project to be funded by the 

loan is in furtherance of the overall goals of the Fund as articulated in this document. 

Program Reports 

The Recipient must submit program reports as described in Sec. D.9 of the Grant Agreement.  These 

reports should include: 

• An initial presentation to Metro Council no less than six months after the execution of the grant 

resolution that includes updates on the following items: i) loan manual describing credit 

standards and operating procedures of the Fund, ii) investment committee member profiles, iii) 



an Impact Strategy document, Annual Budget, a Reserve Investment Strategy, and the final legal 

structure of Fund entity,  

• For the first 24 months, “Interim Program Reports” describing program and loan activity updates 

and any other information required by Sec. D.9 on a quarterly basis for an expenditure report 

for the grant in a form and substance acceptable to Metro; 

• A Final Program Report within 45 days of the end of the Grant Contract Term. 

Thereafter, during the Extended Compliance Period, Annual Program Reports will be submitted per Sec. 

D.9 and will include: 

•  Audited financial statements of the Recipient that provide sufficient detail on the Fund’s 

financial status, or of the subsidiary that operates as the Fund.  

o For Interim Program Reports, unaudited quarterly financial statements may be 

substituted; 

• Financial and impact details on the Fund’s loan portfolio and impact details on the individual 

loans; and 

• Other impact reporting as detailed in the Impact Strategy. 

In addition, the Recipient will provide the Grant Administrator with an adopted Annual Budget for the 

Fund not less than 15 days prior to the start of Recipient’s fiscal year. 

Program Budget 

$20,000,000 total project cost 

• $250,000 allocated for initial planning per Contract with Forsyth Street Advisors 

• $250,000 allocated for setting up Fund and reimbursement of closing costs per Contract with 

Forsyth Street Advisors 



• $19,500,000 for Recipient, restricted to the following uses: 

o Primary lending capital to be deployed as loans or other investments in conformance 

with the Grant Contract. 

o Credit enhancement of other investors in Fund to facilitate borrowing capital to be 

deployed as loans in conformance with the Grant Contract. 

o Reserve investments under a Reserve Investment Strategy adopted by the Recipient 

designed to protect principal while maintaining sufficient liquidity to operate the Fund.  

o Administrative costs of operating Fund that are not able to be covered by program 

income.  In no case shall administrative costs paid for from grant funds exceed 7.5% of 

remaining grant funds held by Recipient, unless otherwise approved by Grant 

Administrator. 

Until such time as Recipient adopts an investment policy for the Housing Catalyst Fund, Recipient shall 

be permitted to invest grant funds in accordance with the Metropolitan Government’s Investment 

Policy, including investing funds as follows: government money market funds, investments backed by 

the full faith and credit of the U.S. Government, demand deposit accounts and certificates of deposit 

with a bank that are fully insured by the FDIC or NCUA, and commercial paper rated at least A-1, P-1, or 

F1 by at least two ratings agencies.  

Grant Administrator 

Upon execution of the Grant Agreement, the Grant Administrator will be the Director of the Housing 

Division of the Planning Department, or such person as otherwise designated by the Mayor in written 

communication to the Recipient. 



The Grant Administrator’s affirmative approval is required for Recipient to separate from its Fund 

Manager and/or change Fund Managers.  Recipient must give Grant Administrator 90 days notice of 

their intent to do so. 

Extended Compliance Period 

All of the provisions in Exhibit 1 shall be in effect for the Extended Compliance Period as defined in Sec 

B.2 of the Grant Agreement. 
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