Target Geography

Houston’s need for more affordable housing has been exacerbated by Hurricane Ike and the national mortgage crisis.  In addition to damaging residential properties, the storms of the past several years have led to the revision of all flood map data.  Properties that once were located outside of flood zones have been placed within flood zones due to better mapping.  This has rendered the properties unable to get insurance or bank financing, and has contributed to rapid decline in certain neighborhoods.  The effect of once-flooded, unoccupied multifamily buildings on surrounding residential areas has been negative. 
The City of Houston’s first goal, therefore, is to reduce or eliminate vacant and abandoned multifamily residential properties in targeted neighborhoods.  The neighborhoods in the City’s target geography (see attached maps) all have a rating of 18 or higher, according to the HUD mapping tool.  The geography is not completely contiguous, but reflects the geography of Houston’s highest need neighborhoods.  These areas include five concentrations of neighborhoods designated by the Mayor as multi-family revitalization zones (MFRZ).  

The five identified MFRZ are Fondren Southwest, Greenspoint, Gulfton, Hobby Area, and Inwood.  The City has recognized that these five areas are heavily concentrated with apartment developments which are in need of substantial revitalization.  The City’s goal is to enhance living conditions for the tenants and reduce density in such developments by adopting a policy to promote revitalization, rehabilitation, and reconstruction.    

Proposed Activities
The City of Houston plans to use NSP2 funds to acquire multifamily properties located within the target geography that are abandoned or foreclosed. Properties will be purchased from financial institutions that have foreclosed the assets at a discount to former market value. The City of Houston will target properties that are located partially or fully in the newly revised flood plain, and properties that are in areas of high apartment concentration. The goal will be to reduce the impact of abandoned or foreclosed multifamily properties on neighborhoods.

After acquisition, the City will undertake one of three activities with the property as follows.

1. For properties located in the floodplain, the City plans to demolish the abandoned or foreclosed property. The City plans then to transfer the property to one of the following uses, as best suits the neighborhood’s needs and the specific value of the subject property.

a. The City may elect to transfer the property to the Harris County Flood Control District for use as storm water detention or other flood prevention activity as determined by the HCFCD.

b. The City may elect to retain the property and use it for a public purpose such as a park benefiting local residents, or as flood control property.

2. For properties located outside of the floodplain, the City will seek to demolish the properties and turn it back into lesser density housing units for sale or rent, such as patio homes.  To accomplish this, the City will solicit a purchase of the property to a qualified developer, who will demolish and redevelop the property with an economically feasible reserve of affordable housing units.  In this case, the City will seek a developer with the ability to leverage the property with private funds such that the minimum amount necessary of NSP2 funds remain invested in such a redevelopment.

3. For properties with portions both in and out of the flood plain, an individual assessment will be made as to the best use of the property. The overarching goal of NSP2 is to accelerate the rate at which the city can address over-concentrated and substandard apartment conditions.
Use of Funds

	Activity Name
	Acquisition, Demolition, and Rehabilitation

	NSP Eligible Use
	D and E

	Project Budget
	$6,500,000

	Location
	MFRZ Super Neighborhoods and Houston Hope Areas

	Objective
	Housing

	National Objective
	LMMH

	Consolidated Plan Objective
	Expanding the stock of safe, sanitary, affordable housing

	Citation
	24CFR Part 570

	Affordability Period
	5,10, or 15 years depending on subsidy analysis

	Performance Measures
	3 multi-family properties acquired, 75 units produced, all at or below 120% of AMI

	Start Date
	Upon HUD approval

	End Date
	18 months from approval for acquisition; 36 months for repair and resale


	Activity Name
	Acquisition and Rehabilitation

	NSP Eligible Use
	E

	Project Budget
	$2,500,000

	Location
	MFRZ Super Neighborhoods and Houston Hope Areas

	Objective
	Housing

	National Objective
	LMMH

	Consolidated Plan Objective
	Expanding the stock of safe, sanitary, affordable housing

	Citation
	24CFR Part 570

	Affordability Period
	5,10, or 15 years depending on subsidy analysis

	Performance Measures
	1 multi-family property acquired, 25 units produced, all at or below 50% of AMI

	Start Date
	Upon HUD approval

	End Date
	18 months from approval for acquisition; 36 months for repair and resale


	Activity Name
	Program Administration

	NSP Eligible Use
	N/A

	Project Budget
	$1,000,000

	Location
	N/A

	Objective
	Housing

	National Objective
	LMMH

	Consolidated Plan Objective
	Expanding the stock of safe, sanitary, affordable housing

	Citation
	24CFR Part 570

	Compliance Period
	N/A

	Performance Measures
	Staff costs of administering NSP grant funds

	Start Date
	Upon HUD approval

	End Date
	18 months from approval for acquisition; 36 months for repair and resale


Low Income Targeting
The NSP requires that 25% of funds must be used to purchase and redevelop abandoned or foreclosed properties for housing individuals and families whose incomes do not exceed 50% AMI.  A total of $2,500,000 will be allocated to assist these households.  

Another 65% of funds, or $6,500,000, will be allocated to assist individuals and families whose incomes do not exceed 120% AMI.  

Households earning less than 50% and 120% AMI will be affirmatively sought for participation in this program.  In order to ensure compliance with the income targeting, HCDD, as well as HCDD’s subrecipients and developers, will keep detailed income verification records to ensure that all families benefiting from NSP-related activities have household incomes less than 50% or 120% AMI as defined by HUD. 

Continued Affordability

NSP requires an affordability period no less than the minimum affordability in the HOME regulations as defined in Appendix A.  HCDD will ensure and enforce the affordability periods through Land Use Restrictions and legally binding agreements that will be monitored via existing monitoring protocols.  Affordability periods will reflect total subsidy in place per homeowner to be determined through a subsidy layering analysis.  

Neighborhood transformation and economic opportunity

The City of Houston certifies that the NSP2 proposed activities are consistent with our established plans related to Parks, Housing, and Drainage.

The Parks Plan, adopted in 2008, solicited input from the community via 10 focus group meetings, 20 public forums, and an 1800-household telephone survey. The adopted Plan declares a need for 1490 acres of linear parks and greenspace along Houston’s bayous. The acquisition and demolition of abandoned multifamily structures in the flood plain will advance this plan. 

The Housing Department’s Consolidated Action Plan 2008 solicited input from the community via two public hearings attended by a total of 79 citizens. The adopted Plan commits to providing zero-interest  performance-based loans to encourage rehabilitation of multifamily housing as one of four core strategies.

The Consolidated Improvement Plan adopted for 2009-2013 identifies specific projects that will be undertaken to mitigate storm water damage according to the methodology explained in the plan. Improvements are scheduled in the target geographies.  In addition, the Harris County Flood Control District works closely with Houston’s Public Works department to coordinate flood reduction activities. 

The proposed NSP2 activities will increase the effectiveness of each of these plans because the acquisition of flood prone property with NSP2 funds will accelerate Houston’s purchase of additional parkland. The additional properties purchased by the City out of bankruptcy or foreclosure and then redeveloped with City support will increase the supply of affordable housing in Houston. The projected use of some NSP2-funded acquisitions being used for flood control purposes advances the acquisition of storm water locations and accelerates the mitigation of flooding.

All reference plans may be located at:

http://www.houstontx.gov/planning/GeneralPlan/cohPlans.html#cap

Appendix A

Definitions and Descriptions

Abandoned housing – A residential structure is abandoned when mortgage or tax foreclosure proceedings have been initiated for that property, no mortgage or tax payments have been made by the property owner for at least 90 days AND the property has been vacant for at least 90 days.
Affordable rents – The extent to which gross housing costs (rents and utilities) do not exceed thirty percent (30%) of the household’s gross monthly income.  HCDD uses the current HOME rent schedule to ensure that rents are affordable.  Rent schedules include the cost of utilities in the rent amount.

	Income Limits
	Efficiency Unit
	1-bedroom
	2-bedroom
	3-bedroom
	4-bedroom
	5-bedroom

	<50% AMI
	$535
	$573
	$687
	$794
	$886
	$978

	<80% AMI
	$631
	$705
	$852
	$999
	$1094
	$1189

	<120% AMI
	$631
	$702
	$852
	$1042
	$1297
	$1642


Affordability period – The amount of time that a property assisted with NSP funds must remain affordable to individuals or families who are income-qualified for NSP programs.  The American Recovery and Reinvestment Act (the Recovery Act) of 2009 requires a period of not less than the minimum affordability in the HOME regulations at 24 CFR 92.252(a), (c), (e), and (f) and 92.254.  Housing and Community Development will ensure and enforce the affordability periods through Land Use Restrictions and legally binding agreements that will be monitored via existing monitoring protocols.  

Current HCDD affordability standards are based upon the dollar amount of benefit to households.  In the case of multiple sources of assistance to a project (for example, both NSP and HOME), a subsidy layering analysis will be conducted by beneficiary and the appropriate affordability period will be structures as follows:

	Total benefit less than $15,000
	5 year affordability

	Total benefit $15,000 – $40,000
	10 year affordability

	Total benefit greater than $40,000
	15 year affordability


Blighted structure – A residential or commercial building that exhibits an extensive level of physical decline or decay such that it constitutes a hazard to safety, health, or public welfare, or is a fire hazard.
Foreclosed – A property “has been foreclosed upon” at the point that, under state or local law, the mortgage or tax foreclosure is complete.  HUD generally will not consider a foreclosure to be complete until after the title of the property has been transferred from the former homeowner under some type of foreclosure proceeding or transfer in lieu of foreclosure, in accordance with state or local law.
Housing rehabilitation standards – The general inspection standards currently utilized by Housing and Community Development are the Housing Quality Standards (HQS) promulgated by HUD.  HQS will be used to asses properties assisted with Neighborhood Stabilization Program (NSP) funds.  Additionally, the City of Houston has adopted a set of minimum building standards in Chapter 10, Section 9, of the Code of Ordinances.  These standards are included by reference into this definition.  
In addition, NSP2 housing construction must meet the accessibility standards at 24 CFR part 8, and must be energy efficient and incorporate cost effective green improvements.  All gut rehabilitation of residential buildings up to three stories must be designed to meet the standard for Energy Star Qualified New Homes.  All gut rehabilitation of mid- or high-rise multifamily housing must be designed to meet American Society of Heating, Refrigerating, and Air-Conditioning Engineers (ASHRAE) Standard 90.1-2004, Appendix G plus 20 percent.  Older obsolete products and appliances will be replaced with Energy Star-labeled products and water efficient toilets, showers, and faucets, such as those with WaterSense label, will be installed.  Housing will also be improved to mitigate the impact of disasters, such as hurricanes and flooding.  
