Baltimore City Consolidated Plan
Substantial Amendment for the Use of
Federal Neighborhood Stabilization
Program Funds
(Grant Number B-08-MN-24-0010)
Containing Proposed Amendments
of May 2010
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Telephone: 410-396-0479
Fax: 410-545-6737
Email:
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A. AREAS OF GREATEST NEED

Provide summary needs data identifying the geographic areas of greatest need in the
grantee’s jurisdiction.

Response:

HUD has rated Census block groups according to the risk of foreclosures resulting in
abandonment. Each bl ock gr owlps=Gityscore i s
unemployment rate in June 2008, decline in metropolitan house prices from the peak

home value achieved since 2000 to the value in June 2008, percent of all loans made

between 2004 and 2006 that are high-cost/subprime at the Census tract level, and June

2008 residential addresses identified as being vacant for ninety days or longer by the

United States Postal Service at the Census tract level. There are eleven risk categories

ranging from 0O to 10 with the former having a very low risk for foreclosure and 10

suggesting a very high risk.

For each of the 710 Census block groups in Baltimore City HUD has assigned one of the
above eleven risk categories. Of these, 535, or 75% of the total, are in the three highest
risk categories (8 —10). Map 1 shows these three high-risk categories overlaid with
neighborhood boundaries. These block groups include approximately two-thirds of the
city’ s ar e anothighhisk Grel ard nbt eotoredany aee mainly downtown, in
the harbor area, and in the north central, northwestern and far western parts of the city.
The remaining areas — in west, southwest, east, northeast and far southeast Baltimore —
all have varying rates of the four risk factors that go into the HUD rating, but all have a
high composite risk score. These are the areas where foreclosures are most likely to
result in abandonment and also, City officials believe, the areas that are most likely to
face a significant rise in the rate of home foreclosures over the next several years as
adjustable rate mortgages, many of them subprime, adjust upward.


http://www.baltimorehousing.org/

Map 1 also shows the location of the approximately 5,500 mortgage foreclosure filings
that were initiated during 2007 and the first half of 2008. They overwhelmingly occur in
the high risk areas.

A notable exception to the congruence between risk factors and concentrations of
foreclosure filings is the dense cluster of filings found in the Canton neighborhood of
southeast Baltimore. While an obvious area of foreclosure activity, this neighborhood
did not have a significant number of high cost/subprime mortgages. Map 3 displays the
level of occurrence of high cost/subprime mortgages as a percent of all mortgages. In

this regard, Canton’s rate was in the | owest

The areas of greatest need in the city are those that have had a high rate of foreclosure
filings, have a subprime rate greater than 25% and where the HUD risk factor of
abandonment is one of the three highest (8, 9 or 10) of the eleven possible factors. The
colored areas found on Map 1 are congruent with these criteria and Baltimore City will
use NSP funds within them.



Map 1
HUD Risk Factors (8, 9, 10)

with Initiation of Foreclosure Proceedings
Calendar Year 2007 & 1st Half 2008
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B. DISTRIBUTION AND USES OF FUNDS

Provide a narrative describing how the distribution and uses of the grantee’s NSP funds
will meet the requirements of Section 2301(c)(2) of HERA that funds be distributed to the
areas of greatest need, including those with the greatest percentage of home foreclosures,
with the highest percentage of homes financed by a subprime mortgage related loan, and
identified by the grantee as likely to face a significant rise in the rate of home
foreclosures. Note: The grantee’s narrative must address these three stipulated need
categories in the NSP statute, but the grantee may also consider other need categories.

Response:
Baltimore City will use NSP funds to acquire and rehabilitate eligible properties that will

be sold to eligible homeowners and to non-profit housing organizations that will provide
rental housing for special needs, and other, low-income populations. NSP funds will also
be used for down payment and closing costs assistance to homebuyers purchasing NSP
acquired and/or rehabilitated properties.

The majority of NSP funds for homeownership will be spent in eight targeted sub-areas
comprising eleven neighborhoods with the remainder, primarily support for rental
projects, allocated on an ad hoc basis in the larger area of greatest need. As concerns the
latter, the committal of NSP resources will be made when their directed use enhances
other community development efforts, the combination of which will spur effective
demand for real estate investment and help stabilize at risk blocks. Note that all
expenditures will take place in the above-identified area of greatest need.

The decision to target specific neighborhoods emerged from discussions and analysis
undertaken by a sub group of the Baltimore Housing Preservation Coalition (BHPC) that
was formed to consider ways to deal with the post foreclosure impact on neighborhoods.
The sub group was composed of a wide range of foundations, non-profit housing
providers, community organizations and City government staff and began meeting in
early 2008.

The consensus of the group was that any resources made available to address the problem
would be limited relative to the scale of the problem and therefore it was crucial that any
approach taken should be in areas positioned to make effective use of funding and other
resources. Therefore, it was decided, the program should focus on neighborhoods that
have a reasonably viable housing market. Such neighborhoods are on the cusp —in a good
economy they have the potential to improve, but in bad times conditions can deteriorate
markedly.

In contrast, the group believed that putting resources into neighborhoods which are
severely deteriorated and where the demand for housing is weak would not be an efficient
use of funds as they would be insufficient to significantly assist these neighborhoods. Nor
should these funds be used in those neighborhoods with a vital realty market
commanding prices well above median values as they can generally be counted on to ride
out changing circumstances and do not normally require non-market interventions.



The neighborhoods that were considered ideal for this program are basically those that in

the Community Development section of the Baltimore City Consolidated Plan 2005 -

2010 are referred to as “neighborhoods in th
neighborhoods have moderate real estate values and average home ownership rates, in

many cases the real estate market is not quite strong enough to respond to scattered

problems. Targeted interventions, such as intervention buying, code enforcement and

selective demolition, have a tremendous impact in these neighborho o d s . ”

To identify neighborhoods with viable housing markets but in need of assistance the
BHPC subgroup examined all city neighborhoods using the following criteria:

e At least 50% of properties in Transitional or Stable Typology Census Block

Groups—these are the Consolidated Plan’s “nei
e A foreclosure rate over 3% with rate being measured as the total number of

foreclosure filings occurring in the eighteen month period between January 2007

through the end of June 2008 as a percentage of all residential properties in the

neighborhood.

A median sales price between $75,000 and $200,000.
e Fewer than 10% of houses with VVacant House Notices.

The presence of a viable community organization to advise on site selection and

assist in the marketing of properties

This quantitative analysis yielded some sixty-five potential neighborhoods. This was too
large a number to effectively target NSP funds and the list was eventually winnowed
down to eight neighborhood areas. They are:

Belair-Edison

Waverly/Better Waverly
Brooklyn/Curtis Bay

Cylburn

Edmondson Village

Garwyn Oaks/ Hanlon-Longwood
Baltimore Linwood

Reservoir Hill

These areas are shown on Map 2, which also identifies the larger NSP target area.

These eight targeted areas are all members of Healthy Neighborhoods Inc. whose
presence was a major factor in choosing them. Healthy Neighborhoods was founded in
2000 to focus on the same kind of undervalued neighborhoods that the Homeownership
Preservation Coalition believes are needed to be part of a viable NSP. The program
attempts to increase home values by working with a consortium of banks to provide
below-market financing for purchase and rehab by homeowners. It also provides
professional advice for rehabbers, initiates/supports community projects and works to
build connections between neighbors to further strengthen neighborhoods. Its strategy is



to target properties and blocks within the area for improvement while marketing the
entire community.

The City recognizes the desirability of having a strong neighborhood-based group already
in place because of the need to get the Neighborhood Stabilization Program up and
running relatively quickly. The involvement of Healthy Neighborhoods in this effort
should significantly increase the likelihood of its success.

The City will implement the NSP by contracting with established affordable housing non-
profit subrecipient partners experienced in carrying out acquisition and rehabilitation
projects. Subrecipient partners that will be responsible for implementing significant
portions of the NSP effort are described in section G8 of this application. It is probable
that additional non-profit subrecipients will be involved in the Program and that for profit
development entities, selected through a request-for-proposal process, will also
participate. The provision of down payment and closing cost assistance will be carried
out by the Baltimore City Department of Housing and Community Development. Such
assistance will be limited to a maximum of $7,500 per household served.

One requirement of the NSP application is an examination of the incidence of subprime
lending. These high-cost loans, often with onerous conditions attached to them, increase
the risk of a neighborhood suffering widespread abandonment as a result of foreclosures.
In Baltimore City, between 2004 and 2006, in 159 of 200 Census tracts at least one out of
four mortgages was categorized in Home Mortgage Disclosure Act (HMDA\) data as
being subprime.

As seen on Map 3, three of the areas — Cylburn, Edmondson Village and Garwyn
Oaks/Hanlon-Longwood - had a subprime lending level of at least 50%. Three other areas
— Belair-Edison, Waverly/Better Waverly and Brooklyn/Curtis Bay - largely coincide
with Census tracts that had a 50% level and partly with tracts that had a 25-50% level.
Two neighborhoods — Baltimore-Linwood and Reservoir Hill - are predominantly in
tracts that had a 25-50% level of subprime loans.

All of these neighborhoods are likely to face a significant rise in the rate of home
foreclosures in the absence of intervention. They are, like all the area in greatest need
shown in Map 2, vulnerable to an economic downturn. Inclusion in the Neighborhood
Stabilization Program should improve their chances of weathering the impending
recession and of coming out of it with increased potential for future strength.



Map 2
Neighborhood Stabilization Program Target Area

with Selected Healthy Neighborhoods
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C. DEFINITIONS AND DESCRIPTIONS

(1) Definition of “blighted structure” in context of state or local law.

Response:

Although local law does not include the term blighted structure, but only blighted area,
the definition of the former is captured in Section 115.1 of the Baltimore City Building,
Fire and Related Codes, which states:

115.1.1 ScopeA structure may be unsafe or unfit for human habitation or other

authorized use because of:

1. conditions constituting a fire hazard or conditions of damage, decay, dilapidation,
obsolescence, abandonment, vacancy (as described in § 115.4, below), insanitation, or
vermin or rodent infestation that constitute a hazard to the health, welfare, or safety of
occupants or the public,

2. lack of sanitation, illumination, ventilation, heating, plumbing, exitways, fire
protection, utilities, or other facilities adequate to protect the health, welfare, or safety
of occupants or the public, or

3. conditions that are so unsafe, insanitary, overcrowded, improper in use or occupancy,
or otherwise dangerous to life, health, welfare, or safety as to create a hazard to
occupants or the public.

(2) Definition of “affordable rents.” Note: Grantees may use the definition they have
adopted for their CDBG program but should review their existing definition to ensure
compliance with NSP program —specific requirements such as continued affordability.

Response

The City will apply the following affordable rent standard, modeled on that used in its
CDBG program, to the NSP:

Rents, including an allowance for utilities, may not exceed the lesser of Fair Market Rent
as determined by the U.S. Department of Housing and Urban Development (HUD) from
time to time, or that amount which would equal 1/12"™ of 30% of the income of a
household at 80% of median, adjusted by family size. In making this determination, it
will be assumed that an efficiency unit will be occupied by a single person, a one-
bedroom unit by two persons; a two bedroom unit by three persons; a three bedroom unit
by four persons; and a four bedroom unit by a five person household. If the unit receives
Federal or State project-based rental subsidy and the household pays as a contribution
toward rent not more than 30 percent
rent (i.e., tenant contribution plus project- based rental subsidy) is the rent allowable
under the Federal or State project-based rental subsidy program.
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(3) Describe how the grantee will ensure continued affordability for NSP assisted

housing .

Response:

The City has modeled several components of its NSP affordability standards for both
rental and owner occupied units on those of the HOME program where applicable. This

in no way implies

that the City’s

NSP

HOME program. Given that there are substantive differences between the programmatic
intentions of the HOME program and those of NSP, the City has been selective with

which portions of HOME program standards

to apply.

For NSP rental housing the following minimum affordability periods apply:

Value of NSI|3_|Cor)tr|but|on for Rental Minimum period of affordability ays
ousing
Acquisition and/or rehabilitation of existing 10
housing: per unit costs less than $15,000
Acquisition and/or rehabilitation of existing 20
housing: per unit costs between $15,000
and $40,000
Acquisition and/or rehabilitation of existing 25
housing: over $40,000
New construction or acquisition of newly 30
constructed housing

These standards exceed the HOME program
properties through use and resale restrictions

For NSP housing occupied by a homebuyer t
the homebuyer in an amount equal to the val

requirements and will be applied to rental
on the owner of the property.

he City will apply recapture provisions on
ue of the direct assistance received by the

buyer. The City anticipates that, given the intention that the properties will only be sold at

market, such assistance will generally match

the amount of down payment and closing

cost assistance provided to the homebuyer. These resale restrictions will be imposed by a

regulatory agreement recorded with the land
following chart:

records the term of which will match the

Value of NSP Contribution to Initial
Purchaser

Period of Recapture Provision

housing: per unit costs between $15,000

Acquisition and/or rehabilitation of existing 10
housing: per unit costs less than $15,000
Acquisition and/or rehabilitation of existing 15

11
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and $40,000

Acquisition and/or rehabilitation of existing 20
housing: over $40,000
New construction or acquisition of newly 25

constructed housing

In all cases the minimum NSP contribution shall be deemed to be$5,000. The amount of
down payment and closing cost assistance to the buyer, as outlined in this application,
shall not exceed $7,500.

To insure the protection ofawindfadforGhet vy’ s pol i c
homeowner the City will impose a recapture requirement on the assistance provided to

the buyer. As described above the recapture provisions will persist for a period of time.

For each full year of occupancy the homebuyer has in the property subject to such

recapture provisions the amount eligible for recapture will be reduced by the following

fraction (Amount of Assistance/Number of Years in Recapture Period).

Refinancing

If the borrower refinances a superior first mortgage, with no sale, equity withdrawal,
lease or transfer of interest, repayment of NSP funds are not required. If however, an
equity withdrawal is involved, the recapture provision will be triggered, just as if the
property were sold. The City reserves the right to limit or eliminate the necessity of
repayment of NSP funds in hardship cases.

Sale of Unit
If the homebuyer sells the NSP-assisted unit during the specified Recapture Period, the
outstanding loan balance shall be repaid as described above.

The City believes that this approach will provide a strong disincentive to profit-taking by
the buyers of NSP assisted units while ensuring that property prices are reflective of
actual market values, and are not artificially reduced as a function of long-term
affordability and resale restrictions. We believe this is consistent with the programmatic
intent of the NSP program, while remaining consistent as much as possible (particularly
with respect to periods of applicability for the recapture provisions) with the HOME
program.

(4) Describe housing rehabilitation standards that will apply to NSP assisted activities.

Response:

The Baltimore City Department of Housing and Community Development is responsible

for enforcing the Building, Fire & Related Codes of Baltimore City. The agency has

adopted the International, Residential and Property Maintenance Codes as developed by

the International Code Council. Together, these codes serve as the foundation of

Bal ti mor e Hous i mdardssInpaéichla, bhe Ihtdrnatianal Residentiad t a
Code specifically regulates the construction and rehabilitation of one and two family

12



dwellings. The standards set forth in the Residential Code ensure that rehabilitated
property is constructed in a safe and workmanlike manner. Additionally, the code
ensures the proper installation of electrical, mechanical and energy efficient fixtures.

Once rehabilitation is complete, the agency utilizes the International Property
Maintenance Code to ensure that the property is habitable. More specifically, the code
covers life, health and safety issues such as light and ventilation, mechanical and
electrical requirements, occupancy limitations and fire safety.

In addition to the requirements of the above referenced codes the City will require that all
replacement appliances be Energy Star rated and that all units be weatherized.

D. Low INCOME TARGETING

Identify the estimated amount of funds appropriated or otherwise made available under
the NSP to be used to purchase and redevelop abandoned or foreclosed upon homes or
residential properties for housing individuals or families whose incomes do not exceed 50
percent of area median income..

Note: At least 25% of funds must be used for housing individuals and families whose
incomes do not exceed 50 percent of area median income (AMI).

Response:
The estimated amount of funds that will be appropriated under the NSP for the purchase

and rehabilitation of abandoned or foreclosed upon homes for sale to households with
income equal to or less than 50 percent of area median income, or to non-profit
organizations who will serve renters in this income category, is $2,762,000. This amount
represents 67% of the NSP allocation.

A significant portion of activities in satisfaction of the 25% threshold requirement will be
undertaken by Chesapeake Habitat who, consistent with their mission and development
model, will acquire/rehabilitate some 13 properties for sale to households with incomes
under 50% of AMI.

The Greater Baltimore Housing Consortium through the three non-profit developers it
represents - Empire Homes of Maryland, Community Housing Associates and People
Encouraging People — will coordinate the development of rental housing to serve special
needs populations including the homeless and non-elderly persons with disabilities. It is
anticipated some 17 rental properties will be acquired and rehabbed by consortium
members with the NSP funds awarded to Baltimore City. An additional 17 rental units
will be developed by the Greater Baltimore AHC using NSP funds. All NSP funded
rental units will serve households with incomes under 50% of AMI. The one exception
to the 50% AMI threshold is in cases where an occupied property is purchased and an
exi sti ng nteexceadsb0% of AMI. nncsueh circumstances that tenant will be
allowed to remain in the property following purchase. As with the Habitat organization

13



identified above, these entities have produced and managed hundreds of low-income
rental units in Baltimore and will do so under the NSP.

The City will track, on a project-by-project basis, the expenditure of NSP funds relative
to household incomes served so as to insure that the low-income targeting requirement is
met in a timely and predictable fashion. In the unlikely event that expenditures satisfying
this requirement lag, the City will require that the purchase price of homeownership
housing be lowered, on an as needed basis, so as to be affordable to households earning
less than 50% of AMI. Should such an action be necessary, it would likely result in a
reduction of NSP program income proceeds being generated at time of settlement and
hence result in a lower number of homeowner units available to households in the 51% to
120% of AMI category being produced.

E. ACQUISITIONS & RELOCATION

Indicate whether grantee intends to demolish or convert any low- and moderate-income
dwelling units (i.e., < 80% of area median income).

If so, include:

e The number of low- and moderate-income dwelling units—i.e., <80% of area
median income—reasonably expected to be demolished or converted as a direct
result of NSP-assisted activities.

e The number of NSP affordable housing units made available to low- , moderate-,
and middle-income households—i.e., < 120% of area median income—
reasonably expected to be produced by activity and income level as provided for
in DRGR, by each NSP activity providing such housing (including a proposed time
schedule for commencement and completion).

e The number of dwelling units reasonably expected to be made available for
households whose income does not exceed 50 percent of area median income.

Response:

Baltimore City does not intend to use NSP resources to demolish any structures. All
structures to be acquired and rehabilitated will be vacant and foreclosed or abandoned.
Hence, no occupied low- and moderate-income dwelling unit would be converted to a
dwelling unit for households whose income exceed 80% of area median. However, it is
possible that the assumed rent of a vacant foreclosed or abandoned property, purchased
with NSP funds, would, at the time of purchase, be affordable to a low- or moderate-
income family and after rehabilitation have an assumed rent above the prevailing Fair
Market Rent and as such be considered no longer an affordable unit. Such a situation is
technically a conversion. It is estimated that four such conversions may occur through
the provision of NSP assistance.

By household income category, the number of NSP assisted units that will be made
available is estimated as follows:

0% to 50% of AMI — 47 Units
14



51% to 80% of AMI — 10 Units
81% to 120% of AMI =10 Units

All of these units will be created as part of an acquisition/rehabilitation activity, which
will begin in March 2009 and be completed by June of 2012. Of the total 67 units to be
acquired and rehabilitated with the initial allocation of NSP funds, it is estimated that
forty-seven will be affordable to households earning 50% or less of area median income.

F. PuBLic CommeNnT [THIS SECTION WILL NEED TO BE UPDATED
FOLLOWING THE CLOSING OF THE PUBLIC COMMENT PERIOD]

Provide a summary of public comments received to the proposed NSP Substantial
Amendment.

Note: Proposed NSP Substantial Amendment must be published via the usual methods
and posted on the jurisdiction’s website for no less than 15 calendar days for public
comment.

Response:

The draft proposed NSP Substantial Amendment was made available on the Baltimore
City Housing Depart ment ' s web site on Thursday Novembe
Baltimore Sun about the availability of the draft was published on the same day. The
notice, which also appeared on the Housing L

Notice of Release of Baltimore City Draft Proposal for the Use of Federal Neighborhood
Stabilization Program Funds and Request for Comments

The City has released a draft substantial amendment to its Consolidated Plan that
identifies the strategies and activities it proposes for the use of $4,112,239 in Federal
Neighborhood Stabilization Program (NSP) funds. The amendment identifies the areas
of greatest need for the use of NSP funds and proposes that these funds be used to assist
in the acquisition and rehabilitation of foreclosed or abandoned properties to be sold to
income eligible homeowners. It is anticipated that approximately 82 properties would be
acquired and rehabbed using the NSP funds. Twenty-nine of these properties would be
sold to households earning 50% or less of area median income (AMI). Fifty-three would
be sold to households earning 120% or less of AMI.

In addition to being available for public review and comment on the Housing
Department’s website, the draft NSP substantial amendment is also available at 417 E.
Fayette Street, Room 1101. Questions and comments concerning the draft NSP
substantial amendment should be directed to Steve Janes at 410-396-4051 or by e-mail at
steve.janes@baltimorecity.gov. Written comments on the draft will be accepted through
November 28, 2008. A summary of written comments and responses will be included in
the final version of the NSP amendment. Following the public comment period the NSP
substantial amendment will be submitted to the U.S. Department of Housing and Urban

15



Development (HUD) on December 1, 2008 for review.

The City has also submitted a preliminary proposal to the State of Maryland’s
Department of Housing and Community Development for the use of a portion of the NSP
funds that will be made available to the State. The preliminary application was
developed at the request of the State as part of its application process to HUD for NSP
funds. While a formal draft application for these funds will be developed and posted on
the Housing Department’s website next month, the City would welcome comments on the
preliminary application. Both applications have been posted on Housing’s website.

Four written comments were received, three from public interest law firms representing
low-income clients. All three recommended that the NSP substantial amendment be
changed to include funding for rental housing with significant amounts, generally in the
50% range, be set aside for households with incomes at 30% or less of area median.

The City, in its application to the State of Maryland for NSP funds, had reserved the
majority of funds for rental housing but agrees that it would be beneficial to use some of
the Federal NSP allocation for rental purposes and has amended its application to include
funding for twelve rental units, 25% of all units contemplated in the application, for
households earning less than 50% of AMI. The costs associated with producing these
units would account for between 15% and 20% of the total Federal NSP allocation.
Based on conversations with non-profit entities that develop and manage such housing,
the City believes that a commitment in this range will be sufficient to produce some
rental units within the time constraints prescribed by NSP regulation while leaving funds
available to serve homeowners and help stabilize neighborhoods impacted by
foreclosures, the primary emphasis of the NSP legislation. It is anticipated that the
majority of these twelve units would be for persons with disabilities.

The City still intends to use the majority of whatever State NSP funds it receives for
rental housing, particularly for the purchase of multi-family structures to be rehabilitated
for housing for the homeless and special needs households. Should State funds not be
available, the City is amenable to using its Federal NSP moneys, particularly NSP
program income generated by homeownership sales to households earning greater than
50% of AMI, for such purposes. The City does not agree to limit rental support to
households earning 30% or less of AMI as such a limit is too exclusive.

Two of the authors of the above comments wanted to limit NSP homeownership support
to households with incomes at 80% or less of AMI. While over three quarters of
homeowner units in the final application fall into this category, and over half into the
under 50% category, the City believes that such a limitation would unnecessarily
constrain options as to which properties could be acquired and rehabilitated and therefore
undermine effective and efficient use of NSP funds.

Two of the letters advocated for increased periods of affordability. The City concurs that

for rental housing this is reasonable and has extended by five years the affordability
period for units with NSP contributions of over $15,000. However, as concerns owner
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occupied units the City believes that a lengthening of the affordability period, already
greater than that found in the HOME program, would be unfair to homebuyers and is
unchanged from that found in the draft.

One of the above letters commented that the definition of affordable rent should be set at
a maximum of 1/12™ of 30% of 30% of AMI. The City finds such a threshold too
restrictive as it would exclude a large number of households with rental needs. The
definition found in the draft will be retained.

One commenter advocated that NSP funds be used to help establish a Community Land
Trust. While an allowable use and one contemplated in preparing the draft amendment, it
was ultimately rejected because of concerns with meeting fund commitment time lines,
imposition of end use disposition limitations and difficulties associated with long term
tracking requirements. In sum, NSP funds were not viewed as a viable vehicle for
reaching a laudable goal.

In addition to the changes identified above made in response to comments received, the
draft amendment was also modified due to HUD disseminated information concerning
NSP generated program income. As initially structured, NSP funds were used to
leverage private funds for the rehabilitation of homeowner units. At the time of
settlement it was assumed that these private funds would be repaid in their entirety and
that if all costs were not covered NSP funds would act as the subsidy source.
Clarification following the draft release established that any losses would be
proportionately assessed and hence private fund expenditures might not be entirely
recouped. As this would not be a viable financing structure the application has been
amended so that homeowner units to be sold to households earning more than 50% of
AMI will be funded entirely with NSP funds and all funds generated at settlement would
be returned to the NSP as program income. This reduced the number of units to be
acquired and rehabilitated with the initial NSP appropriation from 82 to 48. However,
the program income receipts will be reinvested in new projects and overall it is estimated
that a total of 88 units will be created over the life of the program. The estimated
increase of six units is due to a projected decrease in the costs associated with creating
homeowner units for households earning less than 50% of AMI. (See section G1
immediately below.)

G. NSP INFORMATION BY ACTIVITY (COMPLETE FOR EACH ACTIVITY)

(1) Activity Name:

A. Acquisition and Rehabilitation Activities:

Acquisition and rehabilitation of abandoned or foreclosed upon residential properties for
sale to homeowners and to non-profit housing organizations that will provide rental
housing for special needs and low-income populations. The City intends to implement
large portions of this activity through non-profit housing providers who will buy,
rehabilitate and sell, in the case of homeownership units or manage, in the case of rental
units, properties using NSP allocated funds. These non-profits will operate under
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subrecipient agreements consistent with provisions of the Community Development
Block Grant program. While the design of the NSP focuses on the use of non-profit
intermediaries it is anticipated that for-profit developers, selected through an RFP
process, will also undertake acquisition/rehabilitation activities.

B. Down Payment and Closing Cost Activities

Down payment and closing costs assistance for homebuyers purchasing properties that
have been acquired and/or rehabilitated with NSP funds. The Baltimore City Department
of Housing will oversee this activity. Such assistance will be limited to a maximum of
$7,500 per household served.

(2) Activity Type: (include NSP eligible use & CDBG eligible activity)

A. Acquisition and Rehabilitation Activities:

NSP-Eligible Use: §2301(c)(3)(B) Purchase and rehabilitate homes and residential
properties that have been abandoned or foreclosed upon, in order to sell, rent, or
redevelop such homes and properties.

Correlated Eligible Activities From the CDBG Entitlement Regulations:
24 CFR 570.201(a) Acquisition, (b) Disposition,

24 CFR 570.202 eligible rehabilitation and preservation activities for homes and other
residential properties (HUD notes that rehabilitation may include counseling for
those seeking to take part in the activity).

B. Down Payment and Closing Cost Activities

NSP-Eligible Use: §2301(c)(3)(A) Establish financing mechanisms for purchase and
redevelopment of foreclosed upon homes and residential properties, including such
mechanisms as soft-seconds, loan loss reserves, and shared-equity loans for low- and
moderate-income homebuyers.

Correlated Eligible Activities From the CDBG Entitlement Regulations:

CDBG Eligible Activity: 24 CFR 570.201(n) Homeownership assistance. CDBG
funds may be used to provide direct homeownership assistance to low- or moderate-
income households in accordance with section 105(a) of the Act.

The eligible homeowner assistance activities found at Section 105(a) are:

1. provision of direct assistance to facilitate and expand homeownership
among persons of low and moderate income (except that such assistance
shall not be considered a public service for purposes of paragraph (8)) by
using such assistance to—

A. subsidize interest rates and mortgage principal amounts for low-
and moderate-income homebuyers;
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. finance the acquisition by low- and moderate-income homebuyers

of housing that is occupied by the homebuyers;

. acquire guarantees for mortgage financing obtained by low- and

moderate-income homebuyers from private lenders (except that
amounts received under this chapter may not be used under this
subparagraph to directly guarantee such mortgage financing and
grantees under this chapter may not directly provide such
guarantees);

. provide up to 50 percent of any downpayment required from low-

or moderate-income homebuyer; or

. pay reasonable closing costs (normally associated with the

purchase of a home) incurred by a low- or moderate-income
homebuyer; an

It is the assistance identified in parts D. and E. of Section 105(a) that is eligible under the
amended NSP application.

(3) National Objective: (Must be a national objective benefiting low, moderate and

middle income persons, as defined in the NSP Notice—i.e., < 120% of area median

income).

A. Acquisition and Rehabilitation Activities:
LMMH (Low-, Moderate- and Middle-income Housing)

B. Down Payment and Closing Cost Activities
LMMH (Low-, Moderate- and Middle-income Housing)

(4) Activity Description:

Include a narrative describing the area of greatest need that the activity addresses; the
expected benefit to income-qualified persons; and whether funds used for this activity will
be used to meet the low income housing requirement for those below 50% of area median

income.

As discussed in greater detail in Section A above, the City has identified the area of
greatest need as those with a concentration of foreclosure filings, a subprime rate greater
than 25% and a HUD risk factor of abandonment that is one of the three highest (8, 9 or
10) of the eleven possible factors. The colored areas found on Map 1 are congruent with
these criteria and Baltimore City will use NSP funds within them. Both acquisition and
rehabilitation activities and down payment and closing cost activities will be carried out
within the area of greatest need. The eight Healthy Neighborhood areas identified on
Map 2 on page 9 will receive the large majority, but not necessarily all, of the NSP funds
spent under the down payment and closing cost assistance activity.
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A. Acquisition and Rehabilitation Activities:

For renter households, all of whom will be under 50% of AMI, an essential expected
benefit is that they will reside in rent subsidized units that will remain affordable for long
time periods — most, if not all, for a minimum of 25 years. Additionally, they will occupy
newly rehabilitated, energy efficient units managed by experienced non-profit housing
providers with a mission to serve low-income households. Over 48% of all NSP funds
will be used to benefit renter households with incomes of less than 50% of AMI. Itis
anticipated that 34 households — half of them special needs - in this category will obtain
housing with NSP assistance.

NSP fund will be used for both the acquisition and rehabilitation of rental units. Once
rehabilitation is completed, these units will become the property of the participating non-
profits and managed as rental properties for special needs and low-income populations in
accordance with the affordability provisions found at section 3C above. The NSP funds
will be treated as a contribution to the project and, as it is unlikely there will be
settlement or cash flow proceeds coming back to the project, it is projected that that no
program income will be generated that would be reinvested in the creation of additional
NSP units.

The expected benefit to income-qualified homebuyers due to the acquisition and
rehabilitation activity is that they will be buying newly rehabilitated energy efficient
housing at a favorable price at a favorable interest rate in areas undergoing concerted
stabilization efforts. The City will require that all mortgage loans received by purchasers
of NSP assisted houses be fixed rate conventional loans at or below current prevailing
rates offered to borrowers with good credit histories. This will insulate them from
downturns in the realty market and the possibility of finding themselves in a position of
negative equity. Additionally, the requirement that all buyers of homes attend at least
eight hours of housing counseling lessens the likelihood of these households going into
foreclosure.

As concerns homeownership units for households earning less than 50% of AMI, the
NSP will primarily fund acquisition costs and the participating non-profit will rehabilitate
acquired properties using other sources including sweat equity contributions. Once
rehabilitation is completed these units will be sold to income eligible households in
accordance with the affordability provisions found at section 3C above. NSP funds will
be treated as a contribution to the project in those cases when there are no proceeds
coming back to the project at time of settlement. In those cases were there are proceeds
at time of settlement they will be treated as program income to be reinvested in the
additional NSP owner occupied units. It is anticipated that 13 homeowner units for
households earning less than 50% of AMI will be created using 19% of the allocated NSP
funds.

As concerns homeownership units for households earning more than 50% of AMI, the

NSP funds will be used for property acquisition and, for some properties, rehabilitation
costs. Some of the NSP purchased properties will be rehabilitated by participating non-
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profit or for profit providers using their own funds. Once rehabilitation is completed these
units will be sold to income eligible households in accordance with the affordability
provisions found at section 3C above. It is anticipated that 20 homeowner units for
households earning more than 50% of AMI will be created using 27% of the allocated
NSP funds.

At time of settlement, those proceeds remaining after participating non-profit or for profit
providers have been reimbursed their costs, will be treated as NSP program income to be
reinvested in the creation of additional NSP units. These reinvested funds will be used
for acquisition, rehabilitation and down payment and closing cost assistance activities in
accordance the requirements of NSP. It is estimated that program income funds will be
used to create additional NSP units although the exact number of units created will
depend on numerous factors, including the amount of proceeds available, market
conditions, construction costs, such that it is impossible to calculate with certainty the
precise number of units.

In total, between renter and homeowner units, over 67% of the NSP allocation will be
spent for acquisition and rehabilitation activities for households earning less than 50% of
AMI. This expenditure is anticipated to produce 47 units.

B. Down Payment and Closing Cost Activities

The expected benefit to income-qualified homebuyers due to the down payment and
closing cost activity is that this provision of assistance will allow them to become
homeowners of newly rehabilitated units that they could otherwise afford only by placing
themselves in a precarious fiscal position. It is anticipated that 20 households acquiring
units acquired and/or rehabbed with the initial allocation of NSP funds will receive down
payment and closing cost assistance. While not necessarily limited to households with
incomes over 50% AMI, this activity will not be used to address the below 50% AMI
requirement.

The maximum amount of assistance per household is capped at $7,500. The mean
average amount of assistance per unit is anticipated to be $6,000. This activity will be
paid for with NSP program income generated from the initial NSP allocation.

(5) Location Description: (Description may include specific addresses, blocks or
neighborhoods to the extent known.)

Please refer to the narrative and Map 2 in Part B above for a discussion of activity
locations.

(6) Performance Measures (e.g., units of housing to be acquired, rehabilitated, or
demolished for the income levels of households that are 50 percent of area median
income and below, 51-80 percent, and 81-120 percent).
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A. Acquisition and Rehabilitation Activities:

Thirty-three units of foreclosed or abandoned housing will be acquired and/or
rehabilitated with NSP assistance and sold to owner occupants. Thirty-four units will be
sold to non-profit housing providers to provide special needs rental housing. This total of
67 units will be funded with the initial NSP allocation of $4,112,239. By household
income range the estimated unit distribution for the initial 67 units is as follows:

0% to 50% of AMI —47 Units
51% to 80% of AMI —10 Units
81% to 120% of AMI —10 Units

B. Down Payment and Closing Cost Activities

It is anticipated that twenty homeownership properties that will be acquired and/or
rehabilitated with funds from the initial NSP allocation will likely receive down payment
and closing cost assistance. By household income range the estimated unit distribution
for these 20 units is as follows:

51% to 80% of AMI — 10 Units
81% to 120% of AMI —10 Units

(7)  Total Budget: (Include public and private components)

Activity NSP Funds Other Sources Totals
Acquisition $2,712,239 $0 $2,712,239
Rehabilitation $1,200,000 $3,100,000 $4,300,000
Program Administration $200,000 $250,000 $450,000
Totals $4,112,23! $3,350,00! $7,462,23

In addition to the above budget, which accounts for the entire initial allocation of NSP
funds, an additional $120,000 is budgeted in NSP program income to be earned from the
sale of properties to homeowners to support closing cost and down payment assistance
for 20 homeowners purchasing properties acquired and/or rehabilitate with the initial
NSP funds.

(8) Responsible Organization: (Describe the responsible organization that will
implement the NSP activity, including its name, location, and administrator contact
information)

The City’' s Department of Housing and Communi
administer the program and oversee subrecipient contracting and compliance functions
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relating to the use of funds. It will also manage the down payment and closing cost

assistance activities for homeowners purchasing properties acquired and/or rehabilitated

with NSP funds. The Department hate admini st
program’s inception in 1974 and has expended
since that date in support of a wide range of capital development and social service

activities. Additionally, it administers millions of dollars in local, State and Federal

housing funds annually.

DHCD' s sister agency, the Housing Authority
participate in the NSP by providing development capital funding and/or rental subsidies

to projects. The HABC efforts would focus on units acquired and rehabilitated for rental

housing.

As noted in section G1, a substantial portion of the NSP will be carried out by non-profit
housing providers. It is anticipated that the entities discussed below will participate in
the implementation of NSP.

The Saint Ambrose Housing Aid Center.

Founded in 1968, with a mission to create and maintain equal housing opportunities for

low-and moderate-income people, primarily in Baltimore City, and to encourage and

support strong and diverse neighborhoods. TheCenter * s of fi ces are i n eas"
Baltimore. Its programs include:

e The Housing Development Program has renovated over 1,300 vacant houses and
buildings, including 400 low-income rental units that St. Ambrose now manages.

e The Foreclosure Development Program counsels families who may be
experiencing financial trouble with their mortgage or seeking a home equity
conversion mortgage. Recently, Saint Ambrose has established a new partnership
wi t h Bal t i mallcenter@Baltimpre mme@nbets facing foreclosure
can now call 311, where operators will direct them to Saint Ambrose counselors.

e The Asset Control Program that acquires and rehabilitates FHA foreclosed upon
properties for resale to homeowners earning 80% or less of area median income.
It has developed well over 100 houses through this program.

e The Home Ownership Program offers first-time homebuyers individual
counseling sessions and group homebuyer workshops.

e The Homesharing Program helps home owners stay in and maintain their homes
who may be experiencing difficulty making ends meet because of age or some
other life circumstance.

o The Rental Services Program provides decent, affordable housing to low to
moderate-income individuals, seniors, and families. It also provides case
management services to residents addressing a wide variety of needs.

It is anticipated that Saint Ambrose will provide much of the NSP homeowner housing
produced for households earning over 50% of AMI. Its major areas of operation would
be in many of the selected Healthy Neighborhoods identified on Map 2. Specific
neighborhoods include: Belair-Edison, Waverly/Better Waverly, Cylburn, Edmondson
Village and Garwyn Oaks/Hanlon-Longwood. It is also likely to acquire and rehabilitate
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several properties in the at-large area of greatest need, particularly in the central and
north-east sectors of the city.

Chesapeake Habitat and Arundel Habitat

Local affiliates of Habitat for Humanity International, they are non-profit housing

organizations that work in partnership with low-income households to develop affordable

homes. Houses are sold to qualified homebuyers at no profit through no-interest

mortgage loans. Homebuyers must first meet the requirements of the Habitat program,
including the compl et i oameboyérswBribalbngsids we at equi t
thousands of community volunteers to complete homes in several Baltimore City

communities. The two organizations have developed well over 100 houses in Baltimore

City for low-income homeowners. Arundel Habitat is based in Anne Arundel County

Maryland and works in both the county and in southern Baltimore City. The city and

county border one another along the city’ s s

Arundel Habitat’'s area of focus wil/| be the
Baltimore. Ches apeake Habi t-largearesofngredtestnedd,e i n t he at
particularly in east Baltimore.

On July 1, 2009 following an intensive due diligence review, the Arundel and
Chesapeake affiliates merged to form Habitat for Humanity of the Chesapeake.

Healthy Neighborhoods Inc.

Founded in Baltimore in 2000 it uses a block-by-block approach to neighborhood

revitalization, focusingont he same ki nd of “neighborhoods i
Homeownership Preservation Coalition (see B2 above) believes are needed to be part of a

viable NCI approach. (See Section B 2 above for more details about Healthy

Neighborhoods.) It will primarily work in the Selected Healthy Neighborhood areas

identified on Map 2.

Greater Baltimore Housing Consortium

A coalition of three non-profit housing providers that develops housing for persons with
disabilities and the homeless. The three entities making up the consortium are: Empire
Homes of Maryland, Community Housing Associates and People Encouraging People.
Between them they have developed and managed hundreds units of rental housing for
persons with special needs and homeless persons. The Consortium will focus on the at-
large areas of greatest need in developing rental housing.

Greater Baltimore AHC (GBAHC)

GBAHC is part of AHC Inc., a private, nonprofit developer of affordable housing in the
mid-Atlantic region that has been providing quality homes for low- and moderate-income
families since 1975. GBAHC opened in 2004 to address the need for more affordable
housing in the Baltimore region. Since then GBAHC has developed five properties with
more than 1,000 affordable apartments. The Consortium will focus on the at-large areas
of greatest need in developing rental housing.
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(9) Projected Start Date:

A. Acquisition and Rehabilitation Activities:
March 1, 2009

B. Down Payment and Closing Cost Activities
June 1, 2010

(10) Projected End Date:

A. Acquisition and Rehabilitation Activities:
June 30, 2012

B. Down Payment and Closing Cost Activities
June 30, 2012

(11) Specific Activity Requirements:
For acquisition activities, include:

e discount rate
Per Section 2301(d)(1) of HERA and the Federal Register bridge notice of June 19, 20009,
all individual purchase transactions will have a purchase discount of a minimum of 1%
from the current market appraised value of the home or property.

For financing activities, include:

e range of interest rates
NSP funds will not be used for financing activities involving interest rates and there will
be no interest charged for the use of NSP funds in either rental or homeowner projects.
The City will require that all mortgage loans received by purchasers of NSP assisted
houses be fixed rate conventional loans at or below current prevailing rates offered to
borrowers with good credit histories. Section G1 above describes how NSP funds are
contributed to a project.

For housing related activities, include:

e duration or term of assistance;
A. Acquisition and Rehabilitation Activities:
The acquisition and rehabilitation activities will, on a unit-by-unit basis, be of short
duration and will generally involve a limited number of payments for purchase or
construction costs. It is anticipated that all funds will be expended well within the
required four-year time frame established in the NSP regulations. Projects receiving NSP
funds must adhere to the affordability periods identified in the tables found in Section 3C
above. For most rental housing projects it is anticipated that the affordability period will
be twenty-five years. For homeowner housing it is anticipated that the affordability
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period will generally be ten or fifteen years depending on the amount of NSP funds
contributed to a project.

B. Down Payment and Closing Cost Activities

Provision of down payment and closing cost support will be one time payments made at
time of settlement. As these payments will be made from NSP program income funds the
regulations governing expenditure deadlines for the initial NSP allocation do not apply
but it is anticipated that the twenty such payments proposed for the purchase of owner
occupied acquired and/or rehabilitated with the initial NSP funds will be expended well
before the end of the four-year time frame established in the NSP regulations.
Homeowners receiving down payment and closing cost support must adhere to the
affordability periods identified in the tables found in Section 3C above. In most cases it
IS anticipated that the affordability period will be ten or fifteen years depending on the
amount of NSP funds contributed to a project. In a few cases it could be a twenty-year
period.

e tenure of beneficiaries--rental or homeownership;
A. Acquisition and Rehabilitation Activities:
Thirty-three of the beneficiaries will be homeowners. Thirty-four of the beneficiaries
will be renters.

B. Down Payment and Closing Cost Activities
All beneficiaries will be homeowners.

e adescription of how the design of the activity will ensure continued affordability
A. Acquisition and Rehabilitation Activities:
For homeowner units the end result of the activity is the purchase of newly rehabilitated
energy efficient housing by an owner occupant who has been housing counseled and who
has purchased the property with a fixed rate mortgage. This should insure as much as is
practicable continued affordability for the homeowner. As concerns owner compliance
with affordability obligations, at the time of sale of an NSP assisted unit to an eligible
owner occupant, the affordability requirements are imposed by deed restrictions,
covenants running with the land, or other legal mechanisms approved by HUD.

As concerns rental units, they will be owned by experienced non-profit housing providers
who, due in whole or in part to the NSP subsidy, will not be burdened by a mortgage that
would impair continued affordability. It is anticipated that most tenants will receive
some form of rent subsidy that will ease operating cost constraints. The City will require
that all rental properties receiving NSP assistance have imposed on them deed
restrictions, covenants running with the land, or other legal mechanisms approved by
HUD to insure their affordability obligations.

B. Down Payment and Closing Cost Activities

Applying only to homeowner occupied units, the end result of the activity is the purchase
of newly rehabilitated energy efficient housing by an owner occupant who has been
housing counseled and who has purchased the property with a fixed rate mortgage and
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received down payment and closing cost support. This should insure as much as is
practicable continued affordability for the homeowner. As concerns owner compliance
with affordability obligations, at the time of sale of an NSP assisted unit to an eligible
owner occupant, the affordability requirements are imposed by deed restrictions,
covenants running with the land, or other legal mechanisms approved by HUD.
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