Neighborhood Stabilization Program
REQUEST FOR PROPOSALS
Neighborhood Stabilization Program


The City of Houston – Housing and Community Development Department (HCDD) invites proposals for funding under the Neighborhood Stabilization Program (the Program). The objectives of the Program are: 

· To acquire, rehabilitate and resell homes that have been abandoned or foreclosed upon within target neighborhoods. 
· To provide home ownership opportunities to families earning less than 50% of Area Median Income as defined by HUD.

Applicant should be a not-for-profit entity with documented success placing low-income families into permanent owner-occupied housing. Applications will be evaluated on a rolling basis until all funds are committed. HCDD anticipates that $3,385,549 will be available under this program.

HCDD will provide a line of credit to successful applicants to enable the Applicant to acquire tax- or bank-foreclosed properties within one of the three Target Zones as identified on the attached map and made a part of this RFP by reference. Applicant will perform all needed repairs to bring properties into compliance with HCDD’s Minimum Property and Rehabilitation Standards. (These standards are posted on the HCDD website at:   http://www.houstontx.gov/housing/rfp.html). Repairs will be funded with the line of credit.

Applicant will then sell rehabilitated properties to income-qualified households earning less than 50% of Area Median Income (AMI) as defined by HUD. Applicants must affirmatively seek such households for participation in this program. Housing units must be sold at or below cost of acquisition and rehabilitation. Proceeds of sales may be used to further housing activities benefiting low-income households or returned to HCDD, as determined in the agreement entered into between HCDD and successful applicants, as provided for in applicable laws.

Homebuyers will be required to take an 8-hour training course in home ownership to qualify for purchasing one of these homes. Applicant is not required to offer this course itself, but should identify resources in the application demonstrating that Applicant’s prospective buyers will have ample direction in obtaining such training.

Homebuyers most likely will qualify for down payment assistance under HCDD’s existing HAP program. The period of time that homebuyers must remain in the home or face repayment of some portion of their down payment will be determined by HCDD on a case by case basis through a subsidy layering analysis. It is the intent of HCDD to enable low-income families to achieve sustainable ownership of a home through an appropriate combination of HUD-provided programs without use of ‘sub-prime’ loans.

Opening and Closing Dates for this RFP: 

This RFP opens on April 1, 2009 and closes on June 30, 2009. Awards will be made on a rolling basis until the sooner of the closing date or expenditure of all available funds. 



I. Threshold Requirements: 

A. Eligible Borrowers:
1.  Applicants will be not-for-profit entities. Applicants must provide evidence of IRS tax-exempt status, such as a letter from the IRS, plus a certificate of good standing from the Secretary of State of the State of Texas. 
2. Applicants and Applicant team members must be in good standing with HCDD on all previous loans or loan commitments. There may be no defaults or negative collection actions. No team members may be “debarred.” There may be no management issues outstanding. 

B. Geographic Targeting:
Projects must be located within one of the three defined Target Zones.

C. Application Requirements:
1. A complete Application with all Checklist items, presented in notebook form as specified herein.
2. A letter of support from the district City Council Member is required.  
3. Applicants must document at least three years experience in rehabilitating housing units and selling such units to low-income households. 

D. Federal Regulation Requirements
1. Applicant must comply with all pertinent federal regulations. This includes the Environmental regulations enforced by HUD. See Appendix A. 

II. Selection Criteria 

A. Development Capacity 
The City believes that capacity is built incrementally. Accordingly, the City will look at the total number of successful single-family residential rehabilitation projects an Applicant has completed and sold to qualified low-income households, and the Applicant’s success in keeping these households in the housing sold to them (foreclosure rate). 

B. Management Capacity 
HCDD will look for evidence of successful budgeting and delivery of prior projects. Applicants should, in the application, provide data supporting their capacity to undertake the proposed project.

C. Plan of Action
HCDD will evaluate the narrative plan of action Applicant intends to take to implement the program. The Applicant’s timetable for accomplishing the program, intended zone or zones for work, budget details provided, and other related information will be considered. The scale of action to be taken will be an important factor; HCDD does not anticipate funding fewer than 10 units per applicant.

III. Financing Terms and Loan Limits 

A. Loan Amounts 
Applicants should make a specific loan request to the City. The request should relate to the Applicant’s intended Plan of Action. As a guideline, HCDD projects that on average, it may cost approximately $85,000 per home to acquire and rehabilitate a housing unit, thus a request for a loan of $850,000 may be an indication of scale anticipated. 

B. Loan Limits
Applicants will not be eligible to receive funding if Applicant’s total related party loans from the HCDD portfolio would exceed 10% of the total outstanding portfolio of HCDD. 

C. Terms
Successful Applicants will receive a line of credit commitment from HCDD for 36 months. Draws from the line of credit will be made from time to time, as suitable housing units are selected and acquired and rehabilitated. Prior to acquiring a specific unit, Applicant will verify that the unit is NOT within the 100-year flood plain, and will obtain a Phase I Environmental Site Assessment and obtain approval from HCDD/HUD to proceed with that unit, as detailed in Appendix A. Applicant will comply with HUD’s regulations as established in 24 CFR 58. Work may not be funded unless a ‘Notice to Proceed’ is obtained.

HCDD will review detailed project scope and budget projections per unit. For properties built before 1978, lead-based paint hazard reduction should be budgeted to comply with 24 CFR 92.355. Funding will be promptly provided on approved projects at least monthly, based upon work in place.

Properties must be acquired within 18 months and renovated and sold within 36 months of the starting date of the contract. 

D. Repayment
Funds drawn down under this program will be repaid through unit sales. Applicants that sell units below cost (thus placing a development subsidy into the property) will be allowed to reduce the amount to be repaid to HCDD as determined at the time of unit sale. HCDD reserves the right to retract any funding commitment from an Applicant that appears to abuse this willingness to work with the below 50% AMI homebuyer. The expectation of HCDD is that over the life of the program, a successful Applicant will keep the overall portfolio of homes rehabilitated and sold in balance. 

Loans are not transferable and are payable in full in the event of noncompliance or default that is not remedied by the borrower. 

E. Interest Rate 
Zero percent interest will be charged. 

F. Affordability Covenants: 
All units developed under this program are subject to affordability restrictions which limit homebuyers’ incomes based on levels of Adjusted Median Income (AMI) established annually by HUD. This RFP envisions the provision of housing units for-sale to households with incomes at or below 50% of AMI, as adjusted for family size. Information on allowable income: http://www.hud.gov  

HCDD anticipates that most buyers will utilize the HAP program for down payment assistance. All conditions of HAP will apply to the buyer. If a property is sold at a loss by an Applicant, the permanent subsidy implicit in the sale will be documented and affordability restrictions will be placed upon the property as required under HUD’s subsidy analysis rules. This will lengthen the time the buyer must remain in the home before the HAP lien/subsidy is forgiven. Generally speaking, most units will retain affordability restrictions for 15 years.

G. Security 
For each housing unit acquired by Applicant under this program, HCDD will require a deed of trust, promissory note, Uniform Commercial Code [UCC] financing statement, assignment of all contracts, leases and rents, and a recorded land use restriction agreement. 

NO subsequent liens against a property either in priority or subordinate to City’s lien are permitted. No additional debt is allowed without prior written approval by the Director of HCDD. 

Title Insurance will be required at acquisition. 

H. Other Items: 
Loan commitments and loans are not transferable. 

As payment and performance bonds are not typically available to residential rehabilitation contractors, Applicant shall take care to obtain three bids for all work done. Applicant shall require retainage of at least 10% of every contract to ensure satisfactory completion of work by contractors.

Fees paid to related parties must be fully disclosed at the time of application. Fees must be customary and commercially reasonable, as solely determined by the City. 

IV. Application Format and Forms

One original and four copies of the Application for funding should be submitted in 3-ring binders, tabbed into sections. HCDD reserves the right to allow correction of minor administrative deficiencies [1-2 pages]. ALL SUBMISSIONS BECOME THE PROPERTY OF HCDD. 

The following items are to be included in Section I of the Application Binder:

A. The NSP Application Checklist [online] is designed to help Applicants submit a complete Application.  It should be checked off as each required document is placed in the submission binder, and signed by the person filing the application on behalf of the Applicant.  It is a part of the application.
B. The Application Forms [online]:
1. Agreement and Certifications form signed by an officer of the Applicant 
2. Notarized Indemnity Agreement 
3. Form A: Fair Campaign Ordinance 
C. Narrative explanation of proposed project (1-4 pages) to include historic date on number of units rehabilitated by Applicant to date, number sold to low-income home buyers, timetable for accomplishing the program, intended zone or zones for work, budget details provided, and other relevant information supporting Applicant’s development capacity, management capacity, and financial capacity to deliver the project on time and on budget.
D. A letter of support from the District City Council Member
E. Project Staffing Plan



The following items are to be included in Section II of the Application Binder:

A. Borrower’s last 2 years audited financial statements and tax returns
B. Marketing Plan, including affirmative marketing components
C. Evidence of IRS tax-exempt status and a certificate of good standing from the Secretary of State of the State of Texas

Application Due Date: 
. 
Applications are due on or before 5:00 pm on June 30, 2009. 


Late Applications will be returned unopened. 

Applications will be accepted ONLY at the following address: 
601 Sawyer, 4th Floor 
Houston, Texas 77007 
Attn: Ms. Bari Fishel

For any question, please contact Bari Fishel at 




APPENDIX A 
SHORT GUIDE TO FEDERAL REGULATIONS 
Accessibility 
Section 504 of the Rehabilitation Act of 1973 requires all programs that are federally supported not to discriminate based upon handicap. HUD has established rules explaining Section 504 as it applies to housing. They are found in the Code of Federal Regulations at 24 CFR Part 8. 
For a federally assisted new construction project, Section 504 requires that 5% of the units (or at least one unit) must be accessible to persons with physical disabilities. An additional 2% of units (at least one) must be accessible to persons with visual or hearing disabilities. Projects that are substantially rehabilitated, with related costs exceeding 75% of the replacement cost of the facility, are subject to the same 5% and 2% requirements. Projects that are rehabilitated at a cost less than 75% of replacement cost must make the items funded with federal money accessible individually. 
The staff of HCDD is prepared to assist applicants with understanding these and other regulations. For quick reference, the following web site answers frequently asked questions regarding accessibility: 
http://www.hud.gov/offices/fheo/disabilities/sect504faq.cfm 


Uniform Relocation Act 
The Uniform Relocation Act requires that owner of properties receiving federal funding provide notice and assistance to tenants impacted by rehabilitation or reconstruction of projects. Generally, 90 days written notice to tenants is required. HCDD staff will assist selected projects to comply with the URA. Details of the URA are available at the following web site: 
http://www.hud.gov/offices/adm/hudclips/handbooks/cpdh/1378.0/1378chp2CPDH.pdf 


Housing Quality Standards (HQS) 
Housing Quality Standards have been developed by HUD to ensure that residents of HUD-assisted properties have a safe, sanitary, and decent residence. Every apartment must have at least a living room, kitchen, and bathroom. A one-room efficiency apartment with a kitchen area is legitimate. However, there must be a separate bathroom for private use by the residents. Generally there must be one living/sleeping room for every two family members. 
HUD provides a full checklist, with examples of each item, at the following web location. This checklist is highly similar to the inspection checklist that will be used by HCDD during annual project monitoring. 
http://www.hud.gov/offices/adm/hudclips/forms/files/52580-a.pdf 


IMPORTANT NOTE REGARDING ENVIRONMENTAL IMPACT: 

Once an application has been received by the Housing and Community Development Department, the total project must be in compliance with all federal environmental regulations as explained under 24 CFR Part 58. During this review period, neither an Applicant nor any participant in the development process, including public or private nonprofit or for-profit entities or any of their contractors, may commit or expend any funds, including non-HUD funds, or undertake any activities having either an adverse environmental impact or limitation on the choice of reasonable alternatives. 

If the Applicant does not own the project prior to submitting an application for federal assistance, the Applicant may enter into an option agreement to secure its interest in acquiring the land. This option should be a nominal portion of the purchase price and subject to a determination by the City on the desirability of the property for the project, following the completion of the environmental review. 

The environmental review process takes from 60 to 90 days to complete. If any funds [private or public] are spent or committed to a project prior to the completion of the environmental review process, the Housing and Community Development Department cannot provide federal funding for the project.
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