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BCC Affordable Housing Concerns

• Is there still a need for affordable housing 
programs?

• Will foreclosed properties resolve affordable 
housing issues?

• Did affordable housing programs contribute to 
the housing market crash?

• Should government still be proactive? Will the 
affordable housing market take care of itself?
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What is Affordable Housing?

• Rental units serving modest wage earners and 
vulnerable populations like elderly and disabled

• Homes for working households lacking down 
payment and closing costs necessary to 
purchase a home

• Housing priced to meet the needs of a diverse 
workforce
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How Do We Make Housing Affordable?

• Rental: gap financing for builders & developers 
to lower financing costs

• Homeownership: assist with down payment and 
closing costs

• Policy: create an environment that supports 
private sector community housing development
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Pinellas County Housing Market Trends

• 2009 to 2010: Sellers increased14%; Buyers 
decreased 11%

• 8 month supply of inventory on market

• 2010: Cash sales – 52% of residential homes sold

• Impact of converting homeownership properties 
to rentals

• Average home prices declined 28% from 2007
$291,674 to $208,538

6 Helen Feinberg, RBC Capital Markets



Pinellas County Lending Trends

• Lending Trends
- Tight lending standards
- Discounts on cash purchases
- Investors purchasing below average prices
- Lenders unable to finance distressed properties

• Changes on the Horizon
- Reduction in seller contributions to closing costs 

from 6% to 3%
- Risk financing by FHA

• Successful Tools
- Down payment programs
- Homebuyer education

7 Patt Denihan, eHousingPlus



Financing Challenges Facing Buyers

• Minimum credit score of 600

• Condition of homes within the affordable price range

• Requires more up-front cash

• Lack of required down payment 

• Saving difficulties in the current economic environment 

• Continuing restrictions on Community Redevelopment 
Act loans

8 Linda Kemp, Wells Fargo Home Mortgage



First Time Home Buyer

$107,500 Purchase Price

9 Janna Sosebee, 1st Time Home Buyer



Pinellas County Housing Inventory

• 2011 Mortgage Financing Methods

• Price Ranges and Listings 

• Short Sales

• Distressed Properties

• Economic Impact of Real Estate Activity

10 Brian Shuford, Pinellas REALTOR® Organization



Prospective Buyers & the Housing Market

• Majority of purchasers 1st time buyers

• Typical affordable price points 
- Under $150,000
- Under $100,000

• Overcoming hurdles in financing homes within 
these price points  

11 Darla Schroeder, Century 21 Real Estate Champions



Prospective Buyers & the Housing Market

Difficulty finding 
affordably priced homes 
that are not distressed

Before

After
12 Darla Schroeder, Century 21 Real Estate Champions



Affordable Homeownership

• Strategies
- Affordable Habitat homeownership 

0% interest rate
- Redevelopment of existing properties

• Challenges
- Acquiring properties/land
- Recovering cost in specific areas

• Rewards
- Increasing tax base 
- Maintaining housing stability 

13 Barbara Inman, Habitat for Humanity of Pinellas County



Geographic Foreclosure Rate

1 in every 564 
housing units 
received a 
foreclosure filing
in January 2011

1 in every 406 
housing units 
received a 
foreclosure filing
in January 2011

14 Bill Sanchez, HOMEBUYERS Club of Tampa Bay



Aluna Largo Apartments - 288 Units

$  1.0 Million   Public
$24.8 Million  Private

$321,235 Annual Tax

Booker Creek Apartments - 156 units

$  3.0 Million   Public
$15.1 Million  Private

$47,379 Annual Tax

Rental Housing Development

2010 Return on Investment: $3.13 Million in Taxes
15 Peter Leach, Southport Financial Services



Waiting for Affordable Housing

• 10,000+ households on Section 8 Waiting List

• Availability outweighs need 45:1  

• 88% of list below
50% of Median Income
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Affordable Housing & Special Needs

The most vulnerable segments of the population:

• Elderly

• Disabled

17 Nina Bandoni, Low Income Housing Leadership Network

• Homeless

• Unaccompanied Youth



BCC Affordable Housing Concerns

Is there still a need for affordable housing 
programs?

• Cost Burden Households: Tampa-St. Petersburg-
Clearwater ranks 3rd in State at 29%

• Florida’s high unemployment rate increases 
housing costs to families

• Tighter lending restrictions blocks lower income 
households from home ownership
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BCC Affordable Housing Concerns

Will foreclosed properties resolve affordable 
housing issues?

• Distressed condition of foreclosed homes

• Lenders unable to finance the purchase of 
foreclosed properties

• Large majority sold to investors for market rate 
rental
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BCC Affordable Housing Concerns

Did affordable housing programs contribute to the 
housing market crash?

• Of the 889 foreclosed homes in Pinellas County 
for 2010, 36 were in the Community Development 
portfolio - 4%

• Applicants of affordable housing programs were 
shielded from risky mortgage lending products

• Studies show buyers educated through 
affordable housing programs are less likely to 
default
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BCC Affordable Housing Concerns

Should government still be proactive? Will the 
affordable housing market take care of itself?

Purpose of Affordable Housing:

• Stabilize neighborhoods

• Prevent equity erosion

• Provide options for people of modest means

• Retain a stable workforce

• Prevent homelessness

• Support the healthy development of children
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Additional Benefits

In the past 3 years affordable housing generated:

• $100 Million in Private Investment ($127M Total)

• $    9 Million in Tax Revenue (Rental Housing Only)

• 9,817 Jobs Created*

• $892 Million in Economic Impact*

*Shimberg Center for Affordable Housing, University of Florida
(For every $1 Million in funding spent an average of 77 jobs are created)
(For every $1 Million invested, $7 Million generated in economic impact)
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Affordable Housing Update

Pinellas County Board of County Commissioners
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By Jaimie A. Ross 

Affordable Housing Director, 1000 Friends of Florida 

Board President, Florida Housing Coalition 

What is Affordable Housing? 

Affordable housing can be apartments for rent to Florida's low wage earners and most vulnerable 

populations like the elderly or disabled. Affordable housing can be homes for sale to Florida's low paid 

professionals or mid level employees with the financial ability to maintain a house,but not able to save 

enough for the entire down payment and closing costs. 

Public housing is typically distinguished from affordable housing in that public housing is rental housing 

owned and operated by government and while it is affordable, the term "affordable housing" in the 

rental arena denotes housing that is built and managed by the private sector. 

How do we Make Housing Affordable? 

For rental housing, it is made affordable by providing subSidy to the developer/ construction industry. 

The only difference between market rate apartments and affordable apartments is a small amount of 

government subsidy that is used to supplement conventional financing and write down the costs of 

construction or rehabilitation to the private sector. 

For homeownership housing, it is made affordable through down payment and closing cost assistance to 

qualified and counseled homebuyers purchasing homes with fixed rate mortgages. 

Why is it Important to Provide Affordable Housing? 

Affordable Housing improves the economic health of the community at large and provides a safety net 

for Florida's most vulnerable citizens, including children and Veterans. More than 49,000 children 

experience homelessness each year in Florida. Florida has the second largest per capita veteran 

population in the nation and one of the highest numbers of homeless veterans. When a community has 

dilapidated housing or people living on the streets, the entire community suffers. 

• Stable, affordable and safe housing provides support to children to thrive in school and 

alleviates the stress on families living in substandard or overcrowded conditions 

• Every local government in Florida is required by comprehensive planning law, Chapter 163.3177, 

Florida Statutes, to provide for housing its current and anticipated population 

• Aside from the legal obligation to provide for housing its entire population, every local 

government in Florida benefits from a mix of housing so that it can continue to grow 

economically 

• When new industries evaluate a prospective community, one of the factors considered is 

whether adequate housing is available for its anticipated workforce 

• Affordable housing co-located with tranSit, such as bus lines, street cars and commuter rail, 

increases the ridership that transit depends upon and reduces the cost of housing for the low 
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income family, improving the families' ability to free themselves from the economic burden of 

owning and maintaining personal automobiles. 

What is Local Government's Role in Affordable Housing? 

Local government is not expected to build affordable housing; it is expected to provide an environment 

in which the private sector will build or preserve affordable housing. 

(1) Planning. The implementation of the local comprehensive plan through land development 

regulations is key to creating an environment in which the private sector will develop or 

preserve affordable housing. Land development regulations provide incentives to the private 

sector. Regulatory reform can be coupled with planning incentives to effectively encourage the 

private sector to produce or rehabilitate affordable housing. Examples are: 

(a) Inclusionary housing requirements to recapture land value created by local government; 

when local government rezones private property is a way that substantially increases its 

value, a portion of that value should benefit the public through the development of 

affordable housing; 

(b) Density bonuses and expedited permitting for the development of affordable housing; 

(c) Permitting accessory dwelling units for affordable housing. 

(2) Financing. Local Government, typically through its Housing Department, which mayor may not 

be tied to its Planning Department, administers federal, state, and local housing funds to 

promote the development and rehabilitation of affordable housing. Local government may also 

use financing techniques, such as tax increment financing under the authority of Community 

Redevelopment Agencies to direct property tax revenues to areas in need of revitalization. 

Examples are: 

(a) SHIP, HOME, CDBG, Bonds issued by FHA; 

(b) Support for private sector initiatives that provide long term or permanent affordable 

housing, such as Community Land Trusts, Land Banks, or nonprofit ownership of mobile 

home parks; 

(c) Support for private sector initiatives to prevent homelessness, such as supportive housing. 

Local government often has the unenviable task of addressing NIMBYism, the Not in My Backyard 

arguments of residents who oppose the development of affordable housing. Local elected officials are 

responsible for upholding the federal and state fair housing laws, including Section 760.26, F.5., which 

makes it unlawful for local government to deny land use approvals for affordable housing that would 

otherwise be granted for market rate housing. 

Is Affordable Housing Still Needed in Today's Economy? 

Yes. In addition to redevelopment, we need to use housing funds to rehabilitate existing single family 

housing stock and provide down payment and closing cost assistance to help families move into now 

abandoned homes and rehabilitate existing project based rental properties so that we do not lose this 

irreplaceable federally subsidized housing stock that serves the most vulnerable citizens. 

Copyright © 2011 Florida Housing Coalition. 
All Rights Reserved. 
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Current Housing Market Trends & How Pinellas County Fares 
Helen Feinberg, RBC Capital Markets 

Co 

• More Sellers than Buyers; From 2009 to 2010, the number of property sales increased by 14% yet the total dollar volume 
of sales declined by 11 % (according to the Pinellas Realtor Organization) 

• The Organization also noted there is 8 Months supply of inventory. There is also an extensive shadow market (S&P 
recently quoted 57 months for Tampa) 

• As reported by the St. Pete Times, cash buyers accounted for 52% of all residential home sales in Pinellas County in 
2010. What does this mean? 

- Tight lending standards 

- Discount on home purchase prices for cash offer 

- Investors are purchasing many homes in the $100,000 and below price range. Strategy is to rent homes. Investors view 
these properties as altemative to the equity market and often can solicit capital from wealthy individuals. 

- It can be difficult to obtain a loan to purchase foreclosure properties, therefore, sellers/financial institutions prefer cash 
buyers 

• Home prices have declined significantly - estimated at 30% over last year. Price declines for Pinellas can be attributed to: 

- Fewer buyers than sellers 

- Significant unemployment/foreclosures 

- Numerous investor owned or second homes in Pinellas' (these tend to be at greater risk of foreclosure) 

- Tight credit 

• Housing Finance Authority of Pinellas Bond program has been a successful tool to assist first time homebuyers achieve 
homeownership in a difficult market. $17MM in loans originated this year have the following characteristics: 

- Average Loan Amount: $103,940 - Primarily Existing Homes 

- Average Household Size: 2 - 98% of Loans FHA Insured 

- Average # of Incomes in Household: 1.3 
\ 

- 97% of Loans had Down Payment Assistance 

3 
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Year 

2010 

2009 

2008 

2007 

2006 

Average Single Family and Condominium 
Sales Prices By Year 

Average Average 
SF Sales SF Price Condo Sales Condo Price 

6,562 $208,538 4,690 $125,000 

5,967 $226,243 4,251 $134,000 

5,653 $257,593 4,107 $160,000 

6,662 $291,674 5,877 $187,900 

10,510 $287,145 9,198 $184,400 
-----

Source: Pinellas County Property Appraiser 
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LOAN COSTS - Conventional Loan-

LOAN COSTS - FHA Loan Freddie/Fannie 
Average Purchase Price $ 105,000.00 Average Purchase Price $ 105,000.00 

3.5% down payment required for FHA loan $ 3,675.00 20% down payment required for conventional loan $ 21,000.00 

1 Year insurance premium $ Loan Level Price Adjustments $ 1,680.00 

1 Year insurance premium $ 1,700.00 1 Year insurance premium $ 1,700.00 

4 months insurance escrow $ 566.67 4 months insurance premium in escrow $ 566.67 

6 months taxes escrow $ 674.76 6 months taxes in escrow (-$1,349.50/yr) $ 674.76 

Survey $ 295.00 Survey $ 295.00 

Title Insurance - Lenders $ 634.25 Title Insurance - Lenders $ 634.25 

Title Insurance - Owner $ 617.50 Title Insurance - Owner $ 617.50 

Recording fees $ 175.00 Recording fees $ 175.00 

Transfer Taxes $ 585.72 Transfer Taxes $ 585.72 

Tax Service $ 83.00 Tax Service $ 83.00 

Flood Cert $ 6.00 Flood Cert $ 6.00 

1% Origination fee $ 1,050.00 1% Origination fee $ 1,050.00 

Underwriting fee $ 775.00 Underwriting fee $ 775.00 

Processing fee $ 125.00 Processing fee $ 125.00 

Total Cash Needed $ 10,962.90 Total Cash Needed $ 29,967.90 
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Florida tops list of decreasing affordable housing 
. .J By VIA PRESS RELEASE 

Naples Daily News 

; 
.-../ 

Posted February 26, 2011 at 8:58 a.m. 

TALLAHASSEE - In Florida, roughly 855,000 working households had a severe housing cost burden in 
2009. This represents 33 percent of all working households, a significant increase from 30 percent since 
2008, a new study reports. 
The number of working households spending more than half oftheir income on housing rose by nearly 
600,000 nationally in one year's time -from less.than 10 million in 2008 to more than 10.5 million 
households in 2009, according to The Center for Housing Policy's annual report, "Housing Landscape 
2011." 

Florida has two of the top five metropolitan areas with the highest share of working households with a 
severe housing cost burden in 2009: 

• Miami-Fort Lauderdale-Pompano Beach: 42 percent 

• Orlando-Kissimmee: 35 percent 

• Los Angeles-Long Beach-Santa Ana, Calif.: 37 percent 

• Riverside-San Bernardino-Ontario, Calif.: 35 percent 

• San Diego-Carlsbad-San Marcos, Calif.: 34 percent 

In addition, Jacksonville has 25 percent with a severe cost burden and Tampa-St. Petersburg-Clearwater 

area has 29 percent, a 6 percent and 3 percent increase, respectively. 

The cause is job loss. Florida's high unemployment and underemployment rates force families to use an 
increased proportion of their household income on housing. For example, when one person in a 
household loses their job the family's income decreases; however, their housing costs remain the same 

causing the cost-burden. 

The other three states where the share of severely cost-burdened working households both exceeded 
the national average and experienced a statistically significant increase between 2008 and 2009 were 
Arizona, New Jersey, and New York. (See attached file.) 

"The housing burden for Florida would significantly be reduced if the Legislature appropriates the 
Sadowski Housing Trust Funds for Florida's housing projects," said Jaimie Ross, Florida Housing Coalition 

Board president. "The projected documentary stamp collection is $192.7 million for appropriation in 
fiscal year 2011-12. This translates to approximately 15,000 jobs with an economic impact of over $1.4 

billion." 
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AS BANKS WALK, CASH TALKS IN HOME SALES 

MARK PUENTE, TIMES STAFF WRITER 

With the banks still tight-fisted, cash buyers account for a sizable chunk of bay area sales. 

Cash may be the king in real estate across the country, but it's the ace in Tampa Bay. 
Cash buyers accounted for 38 percent of all residential home sales in Hillsborough County, 46 percent in 
Pasco County and an astounding 52 percent in Pinellas County in 2010 - all clobbering the national 
average of 28 percent. 
In all three counties, investors are gobbling up homes priced lower than $100,000, with nearly 30 
percent of sales in Hillsborough and Pinellas and a half of sales in Pasco sold for under that amount. 
At the very low price end, sales remain equally robust. Last year, 69S houses in Pinellas and 766 in 
Hillsborough sold for less than $30,000, according to data from the Pinellas Realtor Organization. 
What's fueling the surge in cash sales? Tight lending stani:lards, a discount for offering cash, and a sense 
that prices might have bottomed out. 
Real estate pros said Pinellas likely stood out with its 52 percent rate because it has an older housing 
stock with lower prices and many more older condos used for second homes and investment properties. 
Some investors, including Joe Eletto, a Realtor with Century 21 Beggins Enterprises in Apollo Beach, also 
see low prices throughout the Tampa Bay area as an opportunity to get a higher rate of return on their 
money than in the stock market. 
In 2009, Eletto used $197,000 in cash from his Individual Retirement Account to buy two rental houses 
that he plans on holding for 10 years. The rental income goes directly to the IRA to avoid penalties. 
"I'm earning 8 to 10 percent on my money," said the retired Sears executive. "That's pretty good." 
Banks generally won't lend money to buy the thousands of homes in disrepair coming out of 
foreclosure. Banks don't want to keep the houses and are willing to reduce prices even more for cash 
buyers. 
Paying cash "is a guarantee to get a lower deal," said Nick Fraser, owner of Remax All Star in Madeira 
Beach. 
Jeff Wernick of Tager Realty in Tampa has represented buyers of more than 30 homes priced lower than 
$100,000 in the last six months. Typically, the investors spend an average of $7,000 to $10,000 to fix the 
homes. 
The criteria for their investment purchases are specific. "We're looking for rock-bottom prices on quality 
homes," he said. "We buy, fix and rent." 
Even in a market saturated with lower-priced homes, many purchasers, like first-time buyers, cannot get 
financing. Lenders are even turning away people with decent credit and down payments. So if they want 
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the house, they have to pay cash. If they can't, that leaves more homes for investors to bid on. 
An investor with a track record of successful real estate deals can also raise money from alternative 
sources likewealthy individuals and private equity groups, an option not often available to someone 
looking to buy a house to live in. 
Local economists caution that the spike in cash sales isn't a sign that the housing market has recovered 
in the bay area. Regions with more foreclosures, like the bay area, will have higher percentages of cash 
deals. 
"Investors are a big, big factor," said economist Scott Brown of Raymond James Financial in St. 
Petersburg. "This is going to go on for a while." 
Of the 31,670 residential homes that sold in Pinellas, Pasco and Hillsborough counties last year, 14,274 
sold for cash. The cash sales trend should continue. 
Scott Samuels of Remax Metro in St. Petersburg deals with bank-owned properties. Many investors, he 
said, sat on cash for several years and are now buying. 
He noticed that banks decreased the amount of homes they put on the market in the fall until some of 
the inventory cleared up. That is changing. 
"There putting all the cheap stuff out there now," he said. "It's the time to buy." 
Times researcher Shirl Kennedy contributed to this report. Mark Puente can be reached 
atmpuente@sptimes.com or (727) 893-8459. Follow him at Twitter attwitter.com/markapuente. 

PHOTO - STEPHEN J. CODDINGTON - Times: Realtor Joe Eletto used cash from his IRA to buy two rental 
houses. "I'm earning 8 to 10 percent on my money," he said. GRAPH - Times: Percentage of home sales 
paid with cash 

March 3, 2011 
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St. Petersburg Times: Cash sales of homes in the Tampa Bay area top 45 percent 
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Cash sales of homes in the Tampa Bay area top 45 percent 
By Mark Puente, Times Staff Writer 

MGt 

With the banks still tight-fisted, cash buyers account for a sizable chunk of bay area sales. 

Cash may be the king in real estate across the country, but it's the ace in Tampa Bay. 

Cash buyers accounted for 38 percent of all residential home sales in Hillsborough County, 46 percent in 
Pasco County and an astounding 52 percent in Pinellas County in 2010 - all clobbering the national average 
of 28 percent. 

. In all three counties; investors are gobbling up homes priced lower than $100,000, with nearly 30 percent of 
sales in Hillsborough and Pinellas and a half of sales in Pasco sold for under that amount. 

At the very low price end, sales remain equally robust. Last year, 695 houses in Pinellas and 766 in 
Hillsborough sold for less than $30,000, according to data from the Pinellas Realtor Organization 
[http://www.tampabayrealtor.com]. 

What's fueling the surge in cash sales? Tight lending standards, a discount for offering cash, and a sense 
that prices might have bottomed out. 

Real estate pros said Pinellas likely stood out with its 52 percent rate because it has an older housing stock 
with lower prices and many more older condos used for second homes and investment properties. 

Some investors, including Joe Eletto, a Realtor with Century 21 Beggins Enterprises in Apollo Beach, also 
see low prices throughout the Tampa Bay area as an opportunity to get a higher rate of return on their 
money than in the stock market. 

In 2009, Eletto used $197,000 in cash from his Individual Retirement Account to buy two rental houses that 
he plans on holding for 10 years. The rental income goes directly to the IRA to avoid penalties. 

"I'm earning 8 to 10 percent on my money," said the retired Sears executive. "That's pretty good." 

Banks generally won't lend money to buy the thousands of homes in disrepair coming out of foreclosure. 
Banks don't want to keep the houses and are willing to reduce prices even more for cash buyers. 
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St. Petersburg Times: Cash sales of homes in the Tampa Bay area top 45 percent 

Paying cash "is a guarantee to get a lower deal," said Nick Fraser, owner of Remax All Star in Madeira 
Beach. 

Jeff Wernick of Tager Realty in Tampa has represented buyers of more than 30 homes priced lower than 
$100,000 in the last six months. Typically, the investors spend an average of $7,000 to $10,000 to fix the 
homes. 

The criteria for their investment purchases are speCific. "We're looking for rock-bottom prices on quality 
homes," he said. "We buy, fix and rent." 

Even in a market saturated with lower-priced homes, many purchasers, like first-time buyers, cannot get 
financing. Lenders are even turning away people with decent credit and down payments. So if they want the 
house, they have to pay cash. If they can't, that leaves more homes for investors to bid on. 

An investor with a track record of successful real estate deals can also raise money from alternative sources 
like wealthy individuals and private equity groups, an option not often available to someone looking to buy a 
house to live in. 

Local economists caution that the spike in cash sales isn't a sign that the housing market has recovered in 
the bay area. Regions with more foreclosures, like the bay area, will have higher percentages of cash deals. 

"Investors are a big, big factor," said economist Scott Brown 
[http://www.raymondjames.comirschteam2.htm#brownj of Raymond James Financial in St. Petersburg. 
"This is going to go on for a while." 

Of the 31,670 residential homes that sold in Pinellas, Pasco and Hillsborough counties last year, 14,274 sold 
for cash. The cash sales trend should continue. 

Scott Samuels of Remax Metro in st. Petersburg deals with bank-owned properties. Many investors, he 
said, sat on cash for several years and are now buying. 

He noticed that banks decreased the amount of homes they put on the market in the fall until some of the 
inventory cleared up. That is changing. ' 

"There putting all the cheap stuff out there now," he said. "It's the time to buy." 

Times researcher Shirl Kennedy contributed to this report. Mark Puente can be reached at 
mpuente@sptimes.com or (727) 893-8459. Follow him at Twitter at twitter.comlmarkapuente. 

Sf. Petersburg Times 

.b. 2011 81. Petersburg Times. Permission granted for up to 5 copies. All rights reserved. 
-~you may fOlWard this article or get additional permissions by typing http:; 1.1. icense, icopyriqht. net!3. 8618? 

ic:~_id=l1S48 33 into any web browser. St. Petersburg Times and St. Petersburg Times logos are registered trademarks of St. 
Petersburg Times. The iCopyright logo is a registered trademark of iCopyright. Inc. 
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'"' From: BUILDER 2011 

Posted on: Fetmmry 9, 201 9;46;00 AM 

Borrowers Will Now Pay More to Borrow for 
Home Purchases 
Even a great credit rating won't exempt most home buyers from Fannie Mae's 
and Freddie Mac's updated risk fees. 
By: John Caulfield 

As if borrowing money to buy a house hasn't gotten tight enough, Fannie Mae and Freddie Mac are now spreading 
their lending risks to home buyers with excellent credit scores who will now pay one-time mortgage fees that 
previously have been shouldered mostly by riskier borrowers. 

For the first time in three years, the two government entities have raised their risk fees. Freddie's go into effect on 
March 1 and Fannie's on April 1 , but lenders reportedly are already tacking on the fees to cover loans that Fannie 
and Freddie-which account for about two thirds of new mortgage originations-will eventually purchase for resale to 
investors. 

What's different about the new fees is how they are being applied to the broadest spectrum of borrowers. Fannie's 
"loan-level price adjustments" its euphemism for the fees, "have been changed for most rnortgage loans with LTV 
[Ioan-to-value] at or above 70%," wrote John Fortlines, Fannie's vice president and single-family chief risk officer, 
when the agency announced the fees last December 23. 

Right off the top, Fannie and Freddie are including in every mortgage an "adverse market delivery charge" of 0.25%. 
So if the house being purchased is valued at $400,000, that's an extra $1,000 the borrower now has to fork over. 

With a few exceptions, borrowers with FICO scores of 720 or better previously were excluded from risk fees. Now, 
under Fannie's new rnath, borrowers with excellent credit will have to put down at least 25% of the value of the house 
being purchased to avoid the fees. 

So, for example, if your FICO score is, say, 730 and you're putting down 20%, you will now pay a risk fee of 0.5%, 
versus the previous fee of 0.25%. Whereas the risk fee for borrowers with FICO scores between 700 and 719 used to 
be 0.5% across the board, regardless of the size of their down payment, now it ranges from 0.5% to 1%, depending 
on how much the borrower antes upfront. 

The fees can be considerably higher for borrowers with lower FICO scores. Fannie is charging anywhere from 0.5% 
to a whopping 3.25% to borrowers with FICO scores in the 640 io 659 range, depending on their down payment. 
Previously, fees for those borrowers, with one exception, were 2.75% or less. 

So a person with a 650 FICO score who was putting less than 20% down on a $300,000 house will now pay a risk fee 
of $9,750, compared to $8,250 under Fannie's previous fee schedule. 

Fannie and Freddie have also updated their risk fees for specific dwellings and mortgage instruments. If you're 
purchasing a condominium and putting down less than 25%, yourfee is going to be 0.75%, which is generally higher 
than a similar loan for a single-family home with the same down payment. Borrowers purchasing investment 
properties will now pay anywhere from 1.5% to 3.75%, although the fee, strangely, isn't applied to loans for 
investment properties with LTVs 15% or lower except when those mortgages are refis or modified, at which point the 
fee is a straight 1.75, regardless of the down payment. 

Borrowers taking a mortgage on a manufactured or modular home will pay a 0.5% risk fee. 

Lenders have the option of charging borrowers upfront for these fees or incorporating them into the mortgage 
payments. Freddie has estimated that its "post-settlement delivery fee" of 0.25% on a $200,000 30-year loan works 
out to about $10 per month. 
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So far, NAHB has not responded publicly to Fannie's and Freddie's new risk fees, although the association objected 
to higher fee structures that Fannie and Freddie imposed in 2009. Builderwas unable to reach the National 
Association of Realtors or the Mortgage Bankers Association for comment by presstime. 

John Caulfield is senior editor for Builder magazine. 

Learn more about markets featured in this article: Washington, DC. 
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St. Petersburg Times: Buying a home may take more time, savings as federal subsidies fa ... 
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Buying a home may take more time, savings as federal 
subsidies fade away 
By Robert Trigaux, Times Business Columnist 

The easy route to owning a home may become a thing of the past, and that's not bad. 

What if 3D-year, fixed-rate mortgages were a luxury rather than a fouhdation of our housing market? 

What if mortgage interest was no longer deductible on federal income taxes? 

What if Fannie Mae and Freddie Mac - federal creations gone wild (costing taxpayers $150 billion and 
counting) that offered "U.S." guarantees and backed the mortgage-backed securities market - slowly 
disappeared? 

Ads t 

What if home buyers had to put down a "substantial" down payment when buying a house, perhaps as much 
as 20 percent of the home's value? 

In the angry wake of the burst housing bubble and amid the hysteria over the federal deficit, these are just 
some of the possible changes that could sharply alter the housing market and shrink the percentage of 
Americans who own their homes. 

Is this a good thing? Depends on your point of view. Certainly for Florida's still skidding housing market, 
such changes would hamper the already tepid recovery. But for the growing chorus that wants to shrink the 
role of the federal government and make the U.S. housing market more self-reliant, it is overdue. 

Policy leaders in recent decades grew infatuated with delivering "the dream of home ownership" to anyone 
with a pulse standing in front of a For Sale sign. Rules relaxed (later growing more perverted) to make 
getting mortgages easy with no money down, no proof of a steady income and with no need to make regular 
monthly payments. How? Banks offered interest-only mortgages and tacked on any principal to the back end 
of the loan. 

Who didn't drink housing's Kool-Aid? Home prices were only going higher. Buying a home was smart and 
padded your financial nest egg. 

Then it was over. Home prices plummeted instead. 
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St. Petersburg Times: Buying a home may take more time, savings as federal subsidies fa ... 

Home ownership fans long praised the social benefits of more people "owning" (better described as "in hock 
up to their eyeballs") houses as prices rose. Home ownership, they argued, fostered better educational 
achievement and civic participation, improved household health, lowered crime rates, and made more stable 
communities. 

That's misleading. Remember "subprime" lending? People who could least afford to buy a home, being high
risk borrowers in the eyes of lenders, got mortgages with the most perilous of terms. 

Consider how much less nasty the U.S. economic crisis and home foreclosure fiasco might have been if so 
many marginal mortgage borrowers had not been approved to buy a home beyond their means? 

Yet backers of Fannie and Freddie argue the recession would have been far worse had the current housing 
subsidies and backstops not been in place to soften the blow. 

In 2009, the U.S. median sales price of a single-family home was $172,100. The Center for Responsible 
Lending argues that "even with a substantial savings commitment" of $3,000 per year, it would take a family 
14 years to accumulate the cash needed for a 20 percent down payment. 

Okay. But the same family saving $3,500 annually for eight years could put 20 percent down on a lesser 
home of $140,000. 

Qualifying to buy a home used to take time and disciplined saving. Changing the gotta-have-a-home-now 
mind-set and avoiding the overleveraged home loan may be good public policy after all. 

Contact Robert Trigaux at trigaux@sptimes.com. 

st. Petersburg Times 

• 2011 St. Petersburg Times. Permission granted for up to 5 copies. All rights reserved. 
-D-yOU may forward this article or get additional permissions by typing http://l.ic(':·n~le. icoPYl.'ight. nE:t/3. 8618'1 

iex id=11558 4 4 into any web browser. St. Petersburg Times and 8t. Petersburg Times logos are registered trademarks of St. 
Petersburg-Times. The iCopyright logo is a registered trademark of iCopyright, Inc. 
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Pinellas County Housing Market 

Brian Shuford 
Director of Public Affairs 
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Pinellas - YTD 2011 Residential Financing 
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2006 - 2011 Single Family Unit Sales 
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2006 - 2011 Single Family Unit Listings 
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2011 February Single Family Sales - Price Class Analysis 
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Absorption Rate Decade Built Amount 
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Active Listings Comparison 
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Unit Sales 
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Questions? 
Brian Shuford 

Director of Public Affairs 

(727) 216-3029 

bshuford@tampabayrealtor.com 
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Prospective Buyers & the Housing Market 

A MAJORITY OF HOMEBUYERS I WORK WITH HAVE NOT OWNED A HOME IN 3 YEARS (FIRST TIME 

HOME BUYERS) 

• Many are renters that are attracted to the market now because of historical low interest rates and 
perception of bargain basement prices. 

• Many are adult children being encouraged by parents to move out on their own. 

• They are teachers, police officers, blue collar workers and many green card holders living and working 
here. 

• Most are between 25 and 35. 

• They have some savings but not enough for substantial down payments. 

THE MAJORITY OF HOMEBUYERS I WORK WITH ARE LOOKING WITHIN TWO DIFFERENT PRICE 

POINTS - UNDER $150,000 AND UNDER $100,000 

• A significant majority use FHA financing becau'se of low 3-1/2% down payment. 

• Some receive financial help from parents and other family members. 

• Most are looking for single family homes, but condos, villas, and townhouses are a close second, 
especially in the under $100,000 range. 

ALMOST HALF OF THE AVAILABLE INVENTORY (SINGLE FAMILY, CONDOS, VilLAS, TOWNHOUSES) IS 

DISTRESSED (BANK OWNED, PRE-FORECLOSURE, SHORT SALE) 

• The bank owned (REO) properties under $150,000 (and especially under $100,000) are swooped up by 
cash buying investors and resold or rented 

• The short sale properties are unpredictable at best and require patience and flexibility 
Most distressed properties are in need of varying degrees of repair 

THERE ARE MANY HURDLES TO PURCHASING AND FINANCING A HOME IN THE UNDER $150,000 

PRICE RANGE 

• Credit and lending standards are high. Costs of obtaining a loan are going up (i.e., MIP increasing for 
FHA loans) 

• There are competing cash buying investors for both distressed and non-distressed properties 
(especially under $100,000) 

• Fannie Mae and Freddie Mac have a "First Look" program for some of their REO's, but this is a small 
portion of available properties and there are multiple bids from primary homeowner's during the First 
Look period. 

• FHA has restrictions about needed repairs and about flipping investor owned properties within 90 days 
of purchase - limiting choices for primary homeowners needing financing 

Darla Schroeder, Realtor, CIPS, GRI, e-PRO 
Century 21 Real Estate Champions 
Cell (727) 541-3743 FAX (727) 392-6027 

http://www.darlaschroeder.com/ 
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Converting Abandonment & 
Blight into Economic Opportunity 
Habitat for Humanity of Pinellas County (HFHPC) -
A Florida Success Story 

In Pinellas County. Habitat for Humanity was qUick to respond to market 
changes resulting from the housing downturn. In 2008. HFHPC shifted strategy 
from a focus on new housing production to a strategic mix involving the 
renovation oflender-owned vacant houses and the replacement of blighting and 
abandoned houses. HFHPC's success with this strategy has been significant! 

In 2009 & 2010. HFHPC was able to renovate and sell sixteen abandoned. 
lender-owned houses and to construct and sell sixteen new homes on properties 
that had contained blighting and/or abandoned and dilapidated housing ... some 
of these were former public housing units. As a result. thirty-two families are now 
thriving and paying taxes on properties previously abandoned and/or non-tax 
revenue generating. Since 1985. HFHPC has spent more than $20 million just in 
construction expenses. and its homeowners currently pay more than $200.000 in 
property taxes. HFHPC's current rate of production adds approximately $25.000 to 
the county's tax base annually. 

HFHPe's considerable success is achieved through building a coalition of 
partners to respond to the community challenge of blight and abandonment 
and the need for good quality affordable housing. HFHPC's partners and 
volunteers are diverse and include neighbors. students. retirees. corporate 
employees. a variety of community groups and the homebuyers who perform 
"sweat eqUity" as a part of their home purchase. Equally diverse are HFHPe's 
financial resources as they include funds from a variety of corporations. banks. 
individuals. churches. synagogues, foundations. estates. local governments. state 
government and homebuyer mortgage payments. 

While Habitat for Humanity is often associated with volunteerism and 
donations. and does benefit significantly from community generosity. Habitat 
aJfiliates also hire a large number of employees and subcontractors. In Pinellas 
County. HFHPC has more than twenty-five paid employees and prOvides a continual 
stream of revenue-generating work to tearns of subcontractors. During the housing 
downturn. while scores of construction workers have remained either unemployed 
or underemployed. HFHPC has remained a very stable and welcome source of 
employment for many skilled contractors. In addition to direct employment. 
HFHPe's purchase of materials from local vendors has contributed to the regional 
economy and has ~ kept some local companies in business. 

While the result of HFHPe's strategy has been overwhelmingly beneficial to 
local neighborhoods and the local economy. Habitat's greatest successes are always 
seen in the lives of the families who purchase HFHPC homes. In Pinellas. Habitat 
homebuyers attend thirteen classes on a range of topics including finance. budgeting. 
home maintenance. parenting. and good citizenship. These classes. coupled with the 
process of working "sweat eqUity" alongSide community volunteers. prepare families for homeownership success. Zero-interest 
mortgages and low operating costs resulting from HFHPe's sustainable and energy efficient. insurance-friendly design = 
that hOUSing costs remain affordable and allow homebuyers to focus their additional funds and energies on items like education 
and savings. 

The success that Habitat for Humanity has brought to the Pinellas community continues to increase with near-term 
~ plans to sell more than fifty homes on properties that were lender-owned and/or 
~e~ H be had contained blighting and abandoned. dilapidated housing. By maintaining solid 

itTfe a Itat business. community and government partnerships and by utilizing a strategic. 
, f H "t <!> flexible approach. Habitat will continue to create economic opportunity and success 

or umam Y in Florida for years to come. 
of Pinellas County 
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Affordable Housing Projects 2010 Taxes 

DATE COMPLETEDI TOTAL 
PROGRAM FINANCED ACTIVITY NAME ADDRESS 2010 TAXES PAID UNITS 

HFA 4/14/83 Country Place 3971 Country Place lane, Palm Harobr $ 267,218.54 292 

HFA 11116/83 Town Place 2545 N.E. Coachman Road $ 222 ,618.20 240 

HFA 1117184 The Reserve at Lake Point flkla/ Lynn Lake Arms I & II 5800 Lynn Lake Apartments $ 688 ,200.66 324 

HFA 1119/84 Whetstone Apartments 8400 49th Street North, Pinellas Park $ 202,563.53 285 

HFA 4/18/85 Cypress Place 825 9ypress Street, Tarpons Springs $ 63,741.90 96 

HFA 8/27/85 Foxbridge Apartments I &11 16321 Botesla Road, Clearwater $ 279,247.35 358 

HFA 12/11 /85 McGregor Plance (f/kla Isles of Gateway/Summit GalewaylMcGregor) 10600 4th Street North, 8t. Pete $ 215,469.98 212 

RHD 12/19/94 Woodlawn - 2042 910 Woodlawn Street, Clearwater S 3,669.02 28 

HFA 3/17198 Emerald Bay Apartments 3901 38th Avenue South, 8t. Pete $ 243,149.76 320 

RHD 5/19/98 Landings At Boot Ranch West, - 2484 212 Katherine Blvd., Palm Harbor $ 106,171.11 232 

RHD 6/10/98 Caribbean Court - 2120-C 3110 42nd Ave. N., 5t. Pete $ 2,040.78 10 

RHD 1/29/99 Oak Villas - 4252 4901 37th SI. N., SI. Pete $ 3,421 .50 20 

RHD/HFA 4/29/99 Sunshine Apartments flklaLexington Club (fka Tuscany) 1200 South Missouri Avenue, Clearwater $ 161 ,332.71 240 

RHD 8/5/99 Sandpebble - 2129-C 2700 -52nd Avenue North, SI. Pete $ 10,264.30 18 

RHD 1/4/00 Wind Tree Villas 5384 Laurel Place, Clearwater $ 22 ,433.68 140 

HFA 7/26/00 Mariners Pointe Apartments 1175 Pinellas Point Drive South, St. Pete $ 14,165.67 368 

RHD 2/15/01 Oak Trace - 5012 2550 52nd Ave. N., S1. Pete $ 1,405.79 16 

RHD 12/4/01 Breezeway Villas - 5567 4952 91st Ave. N., Pinellas Park $ 899.69 22 

RHD 3129/02 Northside/Feinberg Acquisition - 5750 2601-2605 50th Ave N., Clearwater $ 5,472.09 23 

RHD 10/28/02 Blessed Trinity House Inc. - 5908 5701161h St. So, SI. Pete $ 1,001.45 76 

RHD 11120/03 Cross Bayou - 5949 7251 73rd St. N., Pinellas Park $ 2,289.61 33 

RHD 9/30104 Deaf and Hearing Connection for Tampa Bay - 6074 7545 83rd St. N., Semininole $ 55,183.57 51 

RHD 6/30/05 CHAF - NorthsideVillas - 6148 2675 50th Avenue North, S1. Pete $ 5,700.09 43 

RHD 2113/06 Verona Duplex - 6370 15048 Verona Avenue, Clearwater $ 43.81 2 

RHD/HFA 10116/06 Palmetto Park - 6383 1003 West Avenue, Clearwater $ 5,033.41 179 

RHD/HFA 6/12/07 Alta Largo Apartments - 6238 14330 - 58th Street N. , Clearwater $ 321 ,234.90 288 

RHD 6/28/07 Lakeview Villas - 6276 4301 28th Street North, Clearwater $ 8,781.66 83 
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Affordable Housing Projects 2010 Taxes 

DATE COMPLETEDI TOTAl 
PROGRAM FINANCED ACTIVITY NAME ADDRESS 2010 TAXES PAlO UNITS 

RHD 1128/09 Leo Lane-6771 1405 & 1419 Leo Lane East. Clearwater $ 849.90 22 

HTF-SP 4/1109 Lakewood Apartments 966 22nd Avenue South, St. Petersburg $ 16,282.37 20 

RHD 4/3/09 Verona Avenue Eleven --6959-H 15000,15016,15032, and 15062 Verona Avenue N., Clwr $ 14,043.66 11 

RHD 5/27109 Boley Grove Park - 6381 2626 Grove Park Avenue, 8t. Pete $ 2,016.00 15 

HFA 6/30/09 Columbian Apartments 518 3rd Avenue South, 8 t. Pete $ 11 3,976.47 188 

HFA 12/1109 Booker Creek 2494 1th Avenue, N" 81. Pete $ 47 ,378.93 156 

HFNRHD Belleair Place II - 7447 1754 & 1760 e lwtr Largo Rd. , Laqrgo $ 6,635.85 156 

RHD Boley l aurel Trace - 7368 721 1 46th Avenue North, 81. Pete S 4,421.80 9 

RHD Sunrise Place - 7457-H 802 Mango Street. Tarpons Springs $ 7,180.83 37 

Totals $ 3,125,540.57 4,613 
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State housing money generates jobs - 02/26/2011 I MiamiHera1d.com 

(lIht miami Httalb dt· 
Posted on Sat, Feb. 26, 2011 

State housing money generates jobs 

Mario Artecona 
Mario.Artecona@miamihabitat.org 

In keeping to his campaign promises, Gov. Rick Scott's recently released proposed budget 
features both dramatic tax cuts as well as the elimination of crucial funding for essential 
services. The govemor seeks to achieve a balanced budget, but unfortunately, it appears 
that this will be done at the expense of crucial areas. 

Reduction of funds to our already underfunded schools, for example, could have a dramatic 
effect on our state's future competitiveness in the world marketplace. 

As it has been well reported, the proposed budget also includes the elimination of all state 
trust funds (with the exception of the NRA favorite, the gun-regulation fund), which were 
legislatively created to protect specific needs and challenges to Florida. 

Instead of addressing their specific areas, these trust funds would be raided for general 
purposes. Among the funds slated for dissolution include efforts to combat homelessness, 
providing for rape counseling and transportation improvements. 

The elimination of one fund, the Affordable Housing Trust Fund, could be devastating to our 
residents' availability of attainable housing options. 

The affordable housing trust fund supports the State Housing Initiatives Partnership (SHIP), 
which in tum helps many low-income families in Miami-Dade County and across the state 
obtain (or keep) decent, affordable housing. Many Habitat for Humanity homeowners have 
used SHIP funds for down-payment assistance on homes that they have built, in part, with 
their own hands. 

The program has been a model of efficiency and has generated great public/private 
partnerships, which the governor promotes. 

Countless families have benefited not only from down-payment assistance, but also from 
the use of funds for home revitalizations and reconstruction as well as providing for 
mortgages for those for whom a conventional mortgage is out of reach. To date, state-wide 
Habitat for Humanity affiliates have assisted more than 11,000 families in home purchases. 

Aside from the moral obligation and public benefit of the program, however, SHIP is also a 
proven job generator. While the govemor's slogan of "Let's get to work" gets repeated, the 
SHIP program has actually generated substantial jobs in one of the most down markets in 
history. 

Research conducted by the Florida Housing Coalition has found that for every $1 million of 
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state funding spent on affordable housing (including SHIP), an average of 77 jobs are 
created. Additionally, every dollar spent from SHIP funds generates $7 in economic impact 
in our communities. It is a program that does what it sets out to do - creates jobs - and 
generates a positive impact on our state's economy. Its elimination defies not only logic, but 
also sound economic principles. 

For a state reeling from sustained double-digit unemployment, and for a governor who has 
made jobs and economic development his first priority, the economic benefit of affordable
housing funding cannot be ignored. 

The proposed dissolution of the affordable housing trust fund practically sinks SHIP and 
removes any legislative protections keeping these funds in place, making it rather tempting 
for a cash-strapped state House to dip into the funds to address other shortfalls. 

In times of criSis, it is imperative for our legislators to take a look at every tax-generated 
dollar to ensure that it is being maximized. 

They must also, however, identify and emulate those programs that work and contribute to 
the state's coffers. The Affordable Housing Trust Fund is one of the success stories and 
should be protected accordingly. 

SHIP works, and it must not be allowed to go under. 

Mario Artecona is CEO of Habitat for Humanity of Greater Miami. 

© 2011 Miami Herald Media Company. All Rights Reserved. 
http://www.miamiherald.com 
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Orlando needs housing work force can afford 

By Patrick L. Phillips I Guest columnist 

12:00 AM EST, March 4,2011 

Next week, land use practitioners from around the U.S. will be gathering in Orlando to explore a 
nationwide need for more housing - specifically workforce housing. It's a topic that, while 
eclipsed by the residential market collapse - is now getting attention as a catalyst for economic 
recovery. 

The event will look at prospects for the development of affordable housing that is close to 
employment centers, given the realities of still-tight credit, uncertainties regarding federal 
housing finance reform, and the dire fiscal straits faced by most state and local governments. 

Given its high volume of housing vacancies, Orlando seems an unlikely backdrop for any 
discussion about more housing. The same could be said for any of the economic boom's high
growth areas now experiencing unprecedented home foreclosures and sharply depressed home 
prices. 

However, the issue of work-force housing is not about a shortage of housing in urban areas. It's 
about a shortage of affordable housing where it's needed in urban areas, including those hardest 
hit by the housing crisis. 

At UU, we learn from development mistakes as well as successes. And this is a lesson learned 
from the past two decades: The ever-expanding urban edge - driven by workers seeking 
housing they could afford - wound up being a costly location choice, in terms ofliving 
expenses. 

The savings in housing costs were largely offset by transportation costs. The UU Terwilliger 
Center, founded by Trammell Crow Residential chairman emeritus J. Ronald Terwilliger, has 
looked at this mismatch in three metro areas: Washington, D.C.; San Francisco; and Boston. In 
each case, it found that the combined housing and transportation costs were highest (as much as 
65 percent) for the outlying neighborhoods. 

While the housing-jobs gap is acute in high-cost markets such as these, it's not just their problem. 
Urban areas throughout the nation need more housing that is both affordable to moderate-income 
workers and accessible to jobs. 

Research from the Center for Neighborhood Technology bears this out. Last year the center 
analyzed housing location costs for hundreds of urban areas, including Orlando. In city after city, 
the results are similar: In outlying suburbs, residents are spending more than 45 percent of their 
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incomes on housing and transportation alone. Most drive more than 18,000 miles per year for 
work and errands, and most have seen their auto gas costs double, even quadruple, since 2000. 

This is not a sustainable urban-growth model for the post-recession economy. One solution to 
these side effects of sprawl is mixed-income housing, which combines market-rate with below
market-rate units, and which tends to be closer to employment. This type of housing - more 
compact, with more shared open space - is still the exception, not the norm. But several 
demographic and population changes are reshaping urban America, and could reshape America's 
attitude toward housing: 

The U.S. is expected to grow by 150 million people over the next 40 years, with the Southwest 
and South gaining the most population. 

The first wave of baby boomers is hitting 65. Many will shun retirement and keep working well 
past that age. 

The children of baby boomers have started to enter the housing market and work force. They will 
be less tolerant of traffic congestion and long commutes than their parents are. 

Over the long term, household size will shrink steadily, due to more people living alone, 
delaying marriage and having fewer children. 

These changes suggest a greater demand for affordable, accessible work-force housing in the 
years ahead. They are taking place as the U.S. is becoming an increasingly urban nation and as 
our urban regions are growing around multiple centers of employment. 

Clearly, this housing has a place in the "next" economy - one in which many are likely to rent 
longer and change jobs much more frequently. Cities that make housing the work force a top 
priority will be the best positioned to thrive and compete in the 21st century. 

Patrick L. Phillips is chief executive officer of the Urban Land Institute in Washington, 
D.C. ULI's Terwilliger Center for Workforce Housing is sponsoring a forum in Orlando 
Monday and Tuesday. 

Copyright © 2011, Orlando Sentinel 
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Pinellas County Housing Authority - March 2011 

Need (Waiting List) 
Housing Choice Voucher· 50% AMI or Below 

Public Housing - 80% AMI or Below 

Affordable -120% AMI or Below 

French Vi llas 
Rainbow Village 

Lakeside Terrace 

Crystal l akes Manor 
Palm Lake Village 

Total Need as of March 4, 2011 

• Greatest Need According to PCHA Data = 50% AMI or Below 

Average Annual Turnover 
Housing Choice Voucher 
Public Housing 
Affordable Housing 
Total Average Annual Turnover of Available Units 

Total Number 

on Waiting List 

9192 

403 
306 
328 

109 
72 

10410 

Available Units 

120 
72 

40 
232 

34 

1 BR 

4189 

188 
65 

233 

109 
52 

4836 

12000 

2 BR 

3133 

131 

166 
95 

20 
3545 

10000 I 
8000 

6000 

4000 

2000 

0 

3 BR 

1568 

84 
36 

1688 

4 BR 5+ BR 

257 45 

36 3 

293 48 

. Need 

• Availability 
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Teenager excels at school despite life as 'unaccompanied 
youth' 
By Ron Matus, Times Staff Writer 

School districts are grappling with a growing concern: More and more students living on 
the fringe because they don't have a home. 

Tina Giarla is a senior at Pinellas Park High School. Athletic. Always smiling. By all appearances, a typical 
student. She and her friends like hip-hop, and sushi, and the karaoke at Mugs 'N Jugs. 

But Tina, '18, isn't typical. She takes five honors classes and works 30 hours a week and somehow still 
manages a 3.63 GPA. Two weeks ago, she found out she's college bound. 

"I almost cried," she said. "My burden, it's kind of been released." 

Tina hides her burden well, behind her Nike jump suit and Air Force 1 'so Even most of her friends don't 
know. 

aD¢aD¢aD¢ 

As the Great Recession drags on, Florida schools keep absorbing homeless students. 

The state had 49,112 last year, up from 29,454 five years ago. It will probably have more this year. 

The Pinellas school district counted 2,462 homeless students for all of last year. Through last month, it had 
2,010. 

Hillsborough had 3,148. Pasco: 2,183. 

The numbers show the enormous load public schools must carry. 

Tina's story shows their promise. 

aD¢aD¢aD¢ 

Her mother has been in and out of jail. Her father died in 2007. 

At the time, she was an eighth-grader at Morgan Fitzgerald Middle School in Largo. 
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"My support system just crumbled," she said. 

What followed: Move after move, bad spot after bad spot. Along the way: Another death in the family. 
Alcoholism. The fights that come with living where you're not really welcome. 

Tina never lived on the streets. But home wasn't stable. Her situation puts her in a fast-growing category of 
homeless students the state calls "unaccompanied youth." 

"I was like a little hermit crab," she said. "I'd walk home, do whatever chores I had to do and go straight to 
my bedroom." 

"I would literally hide there," she said. 

aO¢ao¢aO¢ 

School became a refuge. 

At Pinellas Park High, she joined the Students Working Against Tobacco club, then became its president. 
She played on the basketball team. She put in 200 hours volunteering at Fitzgerald, right across the street. 

School was "the only time I could get away from everything," she said. "I used to honestly not miss a day of 
school because I didn't want to be home." 

At Fitzgerald, a teacher asked her to talk to students at risk of dropping out. They looked. up to Tina. 

Stick with it, she told them. If it gets bad, tell a teacher or a guidance counselor. They can help you. 

Let them help you. 

ao¢aO¢ao¢ 

In middle school, stUdents teased Tina about tomboy pants. She shrugged. 

Isn't she worried what people will say when they read this story? No: "I've dealt with a lot more than cruel 
kids." 

But even Tina, tough as she is, isn't immune. 

Home followed her to school, wormed inside her head. At one point, a fight over her alarm clock - it was 
supposedly too loud, she was supposedly too selfish - pushed her to the edge. 

She had relatives up north. She kept thinking, Time to get out. 

For many homeless students, it goes without saying: Academics suffer. 

Depending on the district, state data shows the percentage of homeless students reading at grade level can 
be 10 to 20 points lower than for their non-homeless peers. 

"Just moving around, it does put a serious strain on them mentally, because of the stressers," said Althea 
Hudson, the homeless liaison for Pinellas schools. "Where am I going to lay my head? What am I going to 
eat? Am I going to have lighting to do my homework?" 
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Tina reached out before giving up. 

A support network had grown around her at school. It included her guidance counselor, Tamar Kinebrew; 
two teachers at Pinellas Park High - Janis Smith, the SWAT club coordinator, and Mary Krouskos, a 
business teacher; and Heidi Weber, one of her teachers at Fitzgerald. 

In Kinebrew's office, Tina, who almost never cries, cried. She told her, "I'm through." 

The guidance counselor said, "No, you're not." 

"You've come too far." 

The counselor told her, "You have to keep going." 

Tina did not leave convinced. But Kinebrew and the others didn't give up. 

iiD¢iiD¢i'HJ¢ 

In November, Tina moved in with her best friend's family. Stability. Finally. 

"She's awesome," said her friend's mom, Jewel Fitzpatrick. "We are incredibly proud of her." 

She bought herself a laptop for her 18th birthday. She used savings from her job as a server at an assisted 
living facility. 

Two weeks ago, she was accepted to Salem State College in Massachusetts. A scholarship will cover 
tuition. She plans to study nursing. . 

Tina said she considered other colleges, but Salem State was perfect. She has relatives close by. 

"I get to go home on the weekends to a family that cares," she said. 

Tina said she doesn't think too deeply about what she's been through. She's afraid that right now, it would 
consume her. One day, she said, she'll stop and process. 

In the meantime, "I just try to keep going." 

It's what she learned at school. 

Times researcher Carolyn Edds contributed to this report. Ron Matus can be reached at (727) 893-8873 or 
matus@sptimes.com. 

Homeless students 

district 2005-062006-072007-082008-092009-10 
Pinellas 578 938 962 1,870 2,462 
Hillsborough1,430 2,224 2,232 2,026 3,114 
Pasco 1,754 1,428 1,599 1,815 2,093 
Hernando 98 265 156 207 242 
Statewide 29,545 30,878 34,375 41,286 49,112 
district 2005-062006-072007-082008-092009-10 
Pinellas 578 938 962 1,870 2,462 
Hillsborough1,430 2,224 2,232 2,026 3,114 
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Pasco 
Hernando 

tatewide 

1,754 1,428 1,599 1,815 2,093 
98 265 156 207 242 
29,545 30,878 34,375 41,286 49,112 

Source: Florida Department of Education, "Hillsborough County Public Schools 

St. Petersburg Times 
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Homeless children: the hard times 
• generatIon 

Scott Pelley reports on the growing number of children who are falling 
victim to the financial crisis 

Play CBS Video Hard times generation: 
homeless kids 

For some children, socializing and learning 
are being cruelly complicated by 
home1essness, as Scott Pelley reports from 
Florida, where school buses now stop at 
motels for children who've lost their 
homes. 

(CBS News) 

Unemployment improved a bit last month but it is 

still nearly nine percent and the trouble is job 

creation is so slow, it will be years before we get 

back the seven and a half million jobs lost in the 

Great Recession. American families have been 

falling out of the middle class in record numbers. 

The combination of lost jobs and millions of 

foreclosures means a lot of folies are homeless and 

hungry for the first time in their lives. 

One of the consequences of the recession that you 

don't hear a lot about is the record num ber of 

children descending into poverty . 

The government considers a family of four to be 

impoverished if they take in less than $22,000 a year. Based on that standard, and government 

projections of unemployment, it is estimated the poverty rate for kids in this country will soon 

hit 25 percent. Those children would be the largest American generation to be raised in hard 

times since the Great Depression. 

In Seminole County, near Orlando, Fla., so many kids have lost their homes that school busses 

now stop at dozens of cheap motels where families crowd into rooms, living week to week. 

Resources in Seminole County: 

Families in Transition 
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NAEHCY 

Feeding America 

The hidden America 
It's hard to watch Scott Pelley's "60 Minutes" report on homeless kids without being moved. It 

was even harder, as Pelley and his producer explain, to stay composed as they reported this 

story. 

Segment: The hard time generation 

Extra: Hitting hard times 

Extra: Finding strength while homeless 

Destiny Corfee, 11, joined the line at one local motel a year ago. "I never really noticed what 

people were actually going through until now; until we're actually going through it too," she told 

"60 Minutes" corr.espondent Scott Pelley. 

Destiny's parents David and Theresa never imagined their family homeless. Together they were 

making about $40 an hour detailing expensive cars. There was a three-bedroom home, vacations 

and extras for the kids. But both jobs went, and then the house. Evicted, they found that the 

homeless shelters wanted to split their family up - boys and girls. 

"That was definitely something that I wasn't gonna have, was being separated at a time like this. 

I figured the time like this that we needed to be together more than anything," David Corfee said. 

So David, Theresa, Destiny, Jorge and Chance, moved into their van. 

"I was embarrassed that maybe one of my friends might see me. I don't want anybody to know 

that I was actually in there," Destiny told Pelley. 

The van, according to Destiny, was parked at a WalMart. 

"We would actually go in WalMart and clean our selfup before we'd go to school," her brother 

Jorge remembered. 

"How would you do that?" Pelley asked. 

"I would like wash my face, and like, take a tissue and wash my arms and stuff," Jorge 

explained. 

"We would bring the toothpaste and the toothbrush and the brushes so we'll go brush our hair in 
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the mirror and people would see us," Destiny added. "And it would be kind of weird. But we 

worked through it." 

"Tell me about the motel that you're living in now," Pelley said. 

"Well, it's a lot better than the van!" Destiny replied. 

But Jorge pointed out the living space is small: two rooms for the five of them. Their 

possessions, family photos - you name it - went into storage. And they lost it all, seized and sold, 

when they couldn't pay that bill. 

"Most of my stuff was in there; my scooter, my game system, all my games, my clothes. So 1 

lost most of my stuff," Jorge said. 

"I had so many of my toys and things. My Barbie dolls, clothes, and it was just all gone," 

Destiny said. 

The neighborhood around the motel is scary, she added. "You hear on the news all the time 

about shootings, and it's all right there." 

Produced by Robert G. Anderson, Nicole Young and Daniel Ruetenik 

Continued 

• 1 

• 2 
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• Next 

~~ lOll CBS Interactive Inc .. All Rights Reserved. 
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An Annual Look at the Housing Affordability 
Challenges of America's Working Households 
By Keith Wardrip 

February 2011 

This brief summarizes the key findings of an analysis of housing 

affordability trends for working households (see sidebar) 

between 2008 and 2009. 1 The analysis shows that nearly 

one in four working households spends more than half of their 

income on housing costs. And despite fal li ng home values, 

housing affordability worsened significantly for working owners 

and renters between 2008 and 2009. 

National Findings 
Some 10.5 million working households had a severe housing 
cost burden in 2009 - an increase of nearly 600,000 in one year.2 

Of the 46.2 million working households in the United States in 2009, roughly 10.5 

million - or 22.8 percent - had a severe housing cost burden, spending more than 

50 percent of their income on housing costs. Compared to 2008, this represents 

an overall increase of nearly 600,000 households.3 As Table 1 shows, this increase 

occurred even as the overall number of working households fell by 1.1 million, 
presumably due at least in part to the difficulty that many had finding work in the 
down economy,4 

TAB LE 1. Working Households and Severe Housing Cost Burden 

" . t • ; Difference 
Working Households 46.2 47.3 -1 .1 million 

With a Severe Cost 10.5 10.0 +0.6 million 
Burden 

% with a Severe 
22.8% 21.1 % +1.8% 

Cost Burden 
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This report focuses on housing afford

ability for working households. For 

the purposes of this report, working 

households are those that report 

household members working at least 20 

hours per week, on average, with incomes 

no higher than 120 percent of the median 

income in their area. 

There were approximately 46.2 million 

working households in the United States 

in 2009, almost evenly split between 

homeowners (23.4 million) and renters 

(22.7 million). 

In 2009, one-third 01 all owner-occupied 

households met -the working household 

definition; this group typically earned 

between 50 percent and 1 20 percent of 

the area median income (AMI). Nationally, 

the median income for working household 

owners in 2009 was just over $42,000 -

or about two-thirds 01 the median income 

for all U.S. homeowners. Due to their 

lower incomes, working household owners 

faced greater afford ability challenges than 

higher-income homeowners. 

On the other hand, roughly 60 percent of 

all renter-occupied households met -the 

working household definition in 2009. The 

remaining U.S. renters were nearly evenly 

split between those that earned more 

than 120 percent of AM I and those that 

earned less but did not average at least 20 

hours of work each week. Occupying this 

socioeconomic middle ground, working 

renter households were similar to all 

renters in the United States in terms of 

incomes and housing affordability. 



FIGURE 1. Share of Working Households 
with a Severe Housing Cost Burden 

24.5% 

Owners Renters 

. 2009 . 2008 

Housing affordabil ity worsened more dramatically for 
working renters than for working owners (Figure 1). Nearly 
one-fourth (24.5 percent) of working renters had a severe 
housing cost burden in 2009, up from 22.1 percent in 
2008. For working owners, the increase was less drastic 
but nonetheless significan~ rising from 20.1 percent in 
2008 to 21.2 percent in 2009. 

Four out of five working households 
with extremely low incomes had a severe 
housing cost burden in 2009. 

As Figure 2 illustrates, the vast majority of working 
households with extremely low incomes (0 to 30 percent 
of area median income, or AMI) were severely burdened 
by their housing costs in 2009. The level was much lower 
for the other income categories, but even so, housing 
costs severely burdened more than one-third of working 
households earning 31 to 50 percent of AM I. 

FIGURE 2. Share of Working Households 
with a Severe Housing Cost Burden by Percent of AMI 

0-30% 31-50% 51-80% 

. 2009 

. 2008 

81-100% 
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101-120% 

AREA MEDIAN INCOMES VARY Significantly from one 
metro area to another. To help put the numbers in perspective, 
the following are percentages of the national median household 
income, which was roughly $50,200 in 2009: 

30 percent = $15,100 

50 percent = $25,100 

80 percent = $40,200 

1 20 percent = $60,200 

Between 2008 and 2009, the level of severe housing cost 
burden increased the greatest for working households 
earnin9 31 to 50 percent of AM I, cl imbing four percentage 
points in only one year (34 percent in 2008 to 38 percent 
in 2009). Year to year increases for all income categories 
were statistically significant with the exception of those 
earning 101 to 120 percent of AM I. 

As shown in Figure 3, roughly 71 percent of working 
households with a severe housing cost burden in 2009 
earned no more than 50 percent of AMI. Working renters with 
a severe housing cost burden were even more concentrated in 
the lower income categories; by comparison, working owners 
with unaffordable housing costs were more evenly distributed 
across the low- and moderate-income spectrum. 

FIGURE 3. Distribution of Severely Burdened 
Working Households by Percent of AMI (2009) 

• 101-120% AMI 

• 81-100% AM I 

• 51-80% AMI 

• 31-50% AMI 

• 0-30% AMI 

TH IS REPORT FOCUSES on working households, but 
significant shifts in the broader housing market should not be 
ignored. The United States grew by 0.5 million households from 
2008 to 2009 - a period marked by a rising number of renter 
households (+0.9 million) and a falling number of homeowners 
(-0.4 million). A combination of factors - including the foreclosure 
cris is, falling home values, tighter lending standards, a wary pool 
of potential homebuyers, and possibly a more general rediscovery 
of the benefits of renting - are likely responsible for this pattem 
of growth, which reduced the homeownership rate from 66.6 

percent in 2008 to 65.9 percent in 2009. 



FIGURE 4. Share of WorlOng Households wrth a Severe Housing Cost Burden 

17% 

13% 

22% 

12% 

13% 

13% 

17% 

D Significant Increase 
from 2008 to 2009 

D No Significant Change 
from 2008 to 2009 

15% 17% 

20% 

State and Local Findings 
The share of working households with 
a severe housing cost burden increased 
significantly in 25 states across the nation 
and decreased significantly in none. 

The 25 states where housing cost burdens worsened 
significantly (shaded blue in Figure 4) are found in many 
parts of the country, including the Mid-Atlantic, the South, 
the Midwest, and the West Whi le the share of working 
households with a severe cost burden is high in many of 
these states, some have relatively low levels. For example, 
less than 18 percent of working households had a severe 
housing cost burden in four states where the rate increased 
significantly: Oklahoma, Missouri, Minnesota, and Indiana 
At the other end of the spectrum are the five states 
where the share of cost-burdened working households 
both exceeded the national average and experienced a 
statist ically significant increase between 2008 and 2009: 
Arizona, California, Florida, New Jersey, and New York.5 

44 

16% 

Housing costs represented a severe burden for at least 
one in 10 working households in every state in the United 

States in 2009 and exceeded 30 percent in a handful. As 
shown in Figure 4 and Appendix A, the share of working 
households with a severe housing cost burden in Florida 
and California (33 percent) was nearly three times the rate 
observed in North Dakota and Iowa (12 percent). 

The share of working households with a 
severe housing cost burden increased signif
icantly in 16 of the 50 largest metropolitan 
areas and decreased significantly in none. 

Fourteen of the 1 6 metro areas that experienced a 
significant increase in the share of severely cost-burdened 
working households are located in the Midwest and the 
South. In six of the 16, the share of severely burdened 
working households was significantly lower than the 
national average (22.8 percent), even after rising in 2009, 



TABLE 2. Percent of Working Households with a Severe Housing Cost Burden by Metro Area (2009) 

Highest 

Miami-Fort Lauderdale-Pompano Beach, FL' 42% 

Los Angeles-Long Beach-Santa Ana, CA' 37% 

Orlando-Kissimmee, FL 35% 

Riverside-San Bernardino-Ontario, CA 35% 

San Diego-Carlsbad-San Marcos, CA 34% 

'Significantly higher in 2009 tl'lan in 2008 (at t!'le 90% cooftdeoce level). 

suggesting that places with relatively low levels of housing 
cost burden were not immune to rising housing costs, 
falling incomes, or both between 2008 and 2009. 

The level of severe housing cost burden among working 

households exhibited remarkable variation at the metropolitan 

level, ranging from a high of 42 percent in Miami to a low of 
15 percent in Pittsburgh and Louisville in 2009 (see Table 2 
and Appendix B). Nine of the 11 metro areas with the highest 

rates were in Florida and California, with New York City (#6) 

and Las Vegas (#8) as the only exceptions. 

Supporting Data: Employment, 
Income, and Housing Costs 
The findings presented above demonstrate that housing afford

ability worsened for low- and moderate-income households 

between 2008 and 2009. To shed light on the underlying 

causes, th is seclion briefly explores national employment 
income, and housing cost trends over these two years. 

For working households, the typical number 
of hours at work per week fell from 47 in 2008 
to 45 in 2009.6 

This figure held steady at 50 hours for working owners but 
fell from 44 to 40 hours for working renters (Table 3). Whi le 

preferable to being unemployed, a reduction in hours can 
have a real impact on household income and thus affect a 

household's ability to find housing it can afford. 

TAB LE 3. Hours Worked Per Week for the Typical 
Working Household 

45 

Lowest 

Pittsburgh, PA 15% 

Louisville/Jefferson County, KY-IN 15% 

Kansas City, MO-KS 16% 

Cincinnati-Middletown, OH-KY-IN 16% 

Raleigh-Cary, NC 17% 

In just one year's time, nominal household 
income 7 fell sharply for working households. 

The median income for working renters fell 5 percent 

from 2008 to 2009, while the median income for working 

owners dropped just under 4 percent (Table 4). 

TAB LE 4. Median Household Income 
for Working Households 

2009 2008 
Working Renters $29,988 $31,570 

Working Owners $42,178 $43,791 

All Working Households $36,701 $38,190 

NOTE: Incomes are nominal (i.e., not adjusted for inflation). 

-5% 

-4% 

-4% 

For working renters, the magnitude of the decline was 

consistent with national trends for all renter households. 

However, incomes declined less than 3 percent for all 
owners, suggesting that the economic downturn has 
hurt low- and moderate-income owners more than those 

earning above 120 percent of AM I. 

Housing costs for renters rose. Costs for 
homeowners retreated slightly, but not 
enough to compensate for falling incomes. 

From 2008 to 2009, the median monthly housing cost for 

working owners fell, but by only 1 percent, or $1 1 (from $1 ,058 
to $1,047). During the same period, the number of households 

paying on a second mortgage or home equity loan dropped by 
1.2 million, and the typical second mortgage payment fell from 

$320 to $300 per month. Vv1th the exception of a slightly lower 

monthly gas bill, other homeowner costs (e.g, first mortgage, 
insurance, condo fees, etc.) remained largely unchanged. 

The typical working renter, on the other hand, faced a 
higher monthly payment in 2009. The median gross rent 

(contract rent and utilities) increased from $800 in 2008 

to $820 (+2.5 percent). 



Methodology 

This report is based on American Community Survey 
(ACS) data collected by the U.S. Census Bureau in 2008 
and 2009. Estimates in this report were generated using 
Public-Use Microdata Sample (PU MS) population and 
housing files made publicly available by the Census Bureau. 
Each file includes roughly 40 percent of the full ACS sample 
for its respective year, resulting in over 3 million records in 
each population fi le and over 1.2 million records in each 
housing file. There is a unique identifier that links individuals 
in the population fi le to households in the housing fil e. The 
only geographic identifiers are the state, the census region, 
and the Public-Use Microdata Area (PUMA) of residence. 
PU MAs are locally defined geographic areas that allow 
researchers to produce socioeconomic and demographic 
estimates with ACS data for sub-state geographies. Each 
PUMA has a minimum population of 100,000. 

The remainder of this section explains how the PU MS 
files and constituent variables were used to develop the 
estimates in this report. 

Metropolitan Area Estimates: The ACS PUMS files 
were used to generate metropolitan area statistics by 
associating each PUMA with the metropolitan area (or 
non-metropolitan area) in which it is 10catedB These 
PUMA-to-metropolitan area relationships were generated 
using the Missouri Census Data Center's MABLE/ 
Geocorr2K online application.9 Because not all PU MAs are 
entirely contained within a metropolitan area, each PU MA 
was assigned to a metro area if at least 50 percent of its 
housing units fell within the area's boundaries. PUMAs that 
did not fall at least 50 percent within a metropolitan area 
were coded as non-metropolitan. 

One consequence of using this "50 percent ru le" is that 
where metropolitan area and PU MA boundaries are not 
coterminous, either too few or too many households are 
assigned to the metro area (i.e., if a PUMA falls 75 percent 
within a metro area, all of its households are considered to 
reside in the metro area even though 25 percent do not, in 
actuality). For the 50 metropolitan areas listed in the report, 
this methodology produced housing unit totals equal to 
anywhere from 9 1 percent to 106 percent of each area's 
actual housing unit counts, suggesting that, by and large, 
the PU MAs do a suffi ciently good job of approximating 
the metropolitan areas. In fact, for 15 metro areas, PUMAs 
nested exactly within their borders and housing unit totals 
matched control totals exactly. 
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Household Income Relative to Area Median Income: 
For each household assigned to a metropolitan area, 
household income (variable HINCP in the PUMS file) was 
multiplied by the income adjustment variable (ADJ I NC) and 
compared to the area's median family income estimate (ACS 
detailed table B 1911 3), adjusted for household size. lO,11 

The ratio of household income to this adjusted area median 
income (AM I) was used to determine the income category 
for each household, as well as whether or not it met the 
income requirements of the working household definition 
(i.e., no more than 1 20 percent of the AM I). The roughly 1.2 
million households reporting zero or negative income in 

each of the study years were excluded from these analyses. 

Housing Costs: The PUMS housing files include two 
variables that aggregate monthly housing costs for owners 
and renters. For owner-occupied households, this variable 
(SMOCP) includes fi rst and second mortgage payments, 
property taxes, insurance, homeowner association fees, 
and utilities; for renter-occupied households, this variable 
(GRNTP) includes cash rent and utility costs. This analysis 
used the Census Bureau's aggregation for owner
occupied households but replaced the renter housing 
cost aggregation with a custom-calculated variable. This 
was necessary because the PUMS housing fi le does not 
aggregate housing costs for renters that do not pay cash 
rent, even if they pay utilities. Because using the PUMS 
variable would have excluded these households from the 
analysis, a replacement variable was calculated that sums 
utility costs for renter-occupied households that do not pay 
cash rent. 

Hours Worked: Estimates of hours worked for each 
household were derived from the PU MS population files by 
summing the "usual hours worked per week in the last 12 
months" (variable WKH P) for each household member. In 
this report, a working household is one with members that 
combined to work at least 20 hours per week, but with a 
household income at or below 120 percent of the AM I. 

Estimates for the two years were tested for statistical 
significance (at the 90 percent confidence level) using 
documentation developed by the U.S. Census Bureau. 12 



2009 WORKING HOUSEHOLDS '10 WITH SEVERE HOUSING COST BURDEN 

STATE 
Total 

Alabama 679,845 

Alaska 122,536 

Arizona 903,957 

Arkansas 410,208 

California 5,023,075 

Colorado 861,781 

Connecticut 561,778 

Delaware 133,732 

District of Columbia 119,877 

Florida 2,575,180 

Georgia 1,432,961 

Hawaii 194,797 

Idaho 234,747 

Illinois 1,956,156 

Indiana 1,043,776 

Iowa 546,697 

Kansas 473,058 

Kentucky 617,285 

Louisiana 671,850 

Maine 211,478 

Maryland 954,580 

Massachusetts 1,001,111 

Michigan 1,423,407 

Minnesota 919,244 

Mississippi 394,360 

Missouri 961,733 

Montana 157,139 

Nebraska 326,300 

Nevada 408,369 

New Hampshire 224,797 

New Jersey 1,167,348 

New Mexico 277,856 

New York 2,866,567 

North Carolina 1,467,453 

North Dakota 130,300 

Ohio 1,786,343 

Oklahoma 586,752 

Oregon 596,388 

Pennsylvania 1,927,552 

Rhode Island 162,539 

South Carolina 675,119 

South Dakota 141,101 

Tennessee 942,798 

Texas 3,718,907 

utah 405,610 

Vermont 106,985 

Virginia 1,235,360 

Washington 1,095,983 

West Virginia 244,544 

Wisconsin 982,416 

Wjoming 98,913 

United States 46,162,648 

With Severe 
Housing Cost 

Burden 
129,456 

17,828 

225,384 

77,518 

1,666,245 

192,790 

127,583 

27,885 

27,676 

855,373 

322,621 

58,357 

48,233 

460,051 

180,819 

67,541 

71,886 

99,783 

130,235 

38,332 

203,518 

224,082 

333,906 

157,991 

85,655 

161,408 

26,445 

43,860 

112,663 

44,037 

343,516 

56,122 

784,677 

293,728 

15,333 

327,122 

95,443 

138,734 

323,499 

41,109 

131 ,335 

18,701 

187,995 

758,272 

74,148 

20,181 

248,877 

236,899 

37,753 

179,039 

13,019 

10,544,663 

2009 

19% 

15% 

25% 

19% 

33% 

22% 

23% 

21% 

23% 

33% 

23% 

30% 

21% 

24% 

17% 

12% 

15% 

16% 

19% 

18% 

21% 

22% 

23% 

17% 

22% 

170/0 

17% 

13% 

28% 

20% 

29% 

20% 

27% 

20% 

12% 

18% 

16% 

23% 

17% 

25% 

19% 

13% 

20% 

20% 

18% 

19% 

20% 

22% 

1Mb 

18% 

13% 

23% 

2008 

15% 

12% 

22% 

160/0 

32% 

21% 

22% 

21% 

220/0 

30% 

19% 

28% 

17% 

22% 

15% 

13% 

15% 

15% 

180/0 

18% 

20% 

23% 

21% 

15% 

18% 

15% 

16% 

12% 

26% 

18% 

28% 

18% 

26% 

17% 

10% 

17% 

14% 

22% 

16% 

22% 

18% 

11% 

170/0 

19% 

15% 

19% 

18% 

20% 

13% 

16% 

13% 

21% 

Significant 
Difference* 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Hi9her in '09 

Hi9her in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

"Where 2008 and 2009 estimates of the percentage of working households with a severe housing cost burden are deemed significantly different (al the gO% confidence leve!), 
the direction of the difference is indicated. This field is blank where the difference is nol deemed signficanl 

Source: Center for Housing Policy tabulations of the 2008 and 2009 American Community Survey PUMS files. 
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Atlanta-Sandy Springs-Marietta, GA 

Austin-Round Rock, TX 

Baltimore-Towson, MO 

Birmingham-Hoover, AL 

Boston-Cambridge-Ouincy, MA-NH 

Buffalo-Niagara Falls, NY 

Charlotte-Gastonia-Concord, NC-SC 

Chicago-NapervHle-Joliet,IL-IN-WI 

Cincinnati-Middletown,OH-KY-IN 

Cleveland-Elyria-Mentor,OH 

Columbus,OH 

Dallas-Fort Worth-Arlington, TX 

Denver-Aurora, CO 

Detroit-Warren-Livonia, MI 

Hartford-West Hartford-East Hartford, CT 

Houston-Sugar Land-Baytown, TX 

Indianapolis-Carmel, IN 

Jacksonville, FL 

Kansas City, MO·KS 

Las Vegas·Paradise, NV 

Los Angeles-Long Beach-Santa Ana, CA 

Louisville/Jefferson County, KY-IN 

Memphis, TN-MS-AR 

Miami-Fort Lauderdale-Pompano Beach, FL 

Milwaukee-Waukesha-West Allis, WI 

Minneapolis-Sl Paul-Bloomington, MN-WI 

Nashville-Davidson-Murfreesboro-Franklin, TN 

New Orleans-Metairie-Kenner, LA 

New York-Northern New Jersey-Long Island, 
NY-NJ-PA 

Oklahoma City, OK 

Orlando-Kissimmee, FL 

Philadelphia-Camden-Wilmington, 
PA-NJ-DE-MD 

Phoenix-Mesa-Scottsdale, AZ 

Pittsburgh, PA 

Portland-Vancouver-Beaverton,OR-WA 

Providence-New Bedford-Fall River, RI-MA 

Raleigh-Cary, NC 

Richmond, VA 

Riverside-San Bernardino-Ontario, CA 

Rochester, NY 

Sacramento-Arden-Arcade-·Roseville, CA 

San Antonio, TX 

San Diego-Carlsbad-San Marcos, CA 

San Frandsco-Oakland-Fremont, CA 

San Jose-Sunnyvale-Santa Clara, CA 

Seattle-Tacoma-Bellevue, WA 

Sl Louis, MO-I L 

Tampa-Sl Petersburg-Clearwater, FL 

Virginia Beach-Norfolk-Newport News, VA-NC 

DC-VA-MD-WV 

2009 WORKING HOUSEHOLDS 

804,530 

312,586 

417,840 

165,931 

749,105 

171,071 

302,682 

1,430,097 

336,481 

330,691 

291,725 

1,014,133 

454,003 

609,103 

191,868 

901,521 

289,035 

212,244 

323,134 

300,424 

1,717,857 

193,464 

178,716 

752,041 

262,275 

562,595 

247,510 

186,017 

2,626,658 

217,818 

299,314 

915,137 

626,178 

366,634 

37 1,310 

236,801 

20 1,752 

180,080 

497,039 

163,363 

314,839 

291,746 

436,946 

662,838 

255,481 

609,197 

447,861 

378,203 

265,612 

With Severe 
Housing Cost 

Burden 
195,590 

68,472 

85,966 

33,516 

168,988 

30,198 

62,542 

377,271 

55,116 

69,757 

57,071 

207,005 

96,360 

156,537 

36,667 

194,202 

51,950 

53,324 

51,493 

87,329 

637,223 

29,812 

48,419 

316,320 

58,506 

99,648 

46,149 

49,075 

848,959 

37,840 

103,883 

184,701 

159,887 

54,049 

85,115 

58,160 

33,843 

35,543 

171,691 

30,105 

89,082 

56,563 

147,236 

190,213 

72,292 

135,534 

76,750 

110,603 

56,797 

200,724 

% WITH SEVERE HOUSING COST BURDEN 

24% 21% 

22% 20% 

21% 19% 

20% 15% 

23% 23% 

18% 17% 

21% 17% 

26% 25% 

16% 16% 

21% 19% 

20% 16% 

20% 19% 

21 % 22% 

26% 22% 

19% 21% 

220/0 19% 

18% 15% 

25% 19% 

16% 15% 

29% 28'.-

37% 35% 

15% 15% 

27% 24% 

42% 39% 

22% 18% 

18% 16% 

19% 16% 

26% 21% 

32% 30% 

17% 15% 

35% 33% 

20% 19% 

26% 23% 

15% 14% 

23% 21% 

25% 21% 

17% 15% 

20% 15% 

35% 36% 

18% 17% 

28% 26% 

19% 19% 

34% 35% 

29''- 29% 

28% 26% 

22'" 21% 

17% 16% 

29% 26% 

21 % 19% 

21% 22% 

Significant 
Difference· 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

Higher in '09 

"Nhere 2008 and 2009 estimates 01 the percentage 01 WOIking households with a severe housing cost burden are deemed Significantly different (althe 90% coofidence level), the direction 
ollhe difference is indicated. This field is blank where the difference is nol deemed signflCanL 

Source: Center for Housing Policy tabulations of the 2008 and 2009 ArylPrl(::fln CommunitY Survey PUMS files. 

48 



( ) 
CENTER FOR 
HOUSING POLICY 

As the research affiliate of the National 

Housing Conference (NHC), the 

Center for Housing Policy specializes in 

developing solutions through research. 

In partnership with NHC and its 

members, the Center works to broaden 

understanding of the nation's housing 

challenges and to examine the impact 

of policies and programs developed 

to address these needs. Combining 

research and practical, real-world 

expertise, the Center helps to develop 

effective policy solutions at the national, 

state and local levels that increase the 

availability of aHordable homes. 

HOUSING 20n 
LANDSCAPE 

The Housing Landscape series uses 

the most current information available 

to understand the relationship between 

housing costs and incomes for working 

households in the United States, 

Center for Housing Policy 

and National Housing Conference 

1900 M Street, NW 

Suite 200 

Washington, DC 20036 

Phone: (202) 466-2 121 

Fax: (202) 466-2122 

Email: chp-feedback@nhc.org 

Website: www.nhc.org 

Endnotes 

1 Findings are based on an analysis of 2008 and 

2009 American Community Survey Public-Use 

Microdala Sample (PUMS) fi les. With the exception of 

the homeownership rate calculation, findings exclude 

households reporting zero or negative household 

income. Please see the methodology section for a 

complete discussion of data and methods. 

2 Unless otherwise noted, differences from 2008 

to 2009 reported in this brief are statistically 

significant at the 90 percent confidence level. 

3 Calculations in this report are based on un rounded 

values. 

01 Between 2008 and 2009, the share of all low- and 

moderate-income owners and renters that reported 

averaging at least 20 hours of work per week fell by 

1.7 percent and 1.4 percent, respectively. 

5 Nevada and Hawaii also had rates of severe 

housing cost burden among working households 

statistically higher than the United States, but their 

rates did not increase signif icantly between 2008 

and 2009. 

6 Significant differences for medians have not been 

calculated due to methodological constraints. 

1 Incomes are not adjusted for inflation. 

8 Metropolitan area definitions are consistent with 

those defined by the Office of Management and 

Budget in Update of Statistical Area Definitions 

and Guidance on Their Uses, OMB Bulletin No. 

08-01, issued November 20, 2007 (available at 

http://www. whitehouse.gov 1 sites/default! filesl 

omb/assets/omb/bulletins/fy200S/bOS-0 l.pdf). 

9 Available at http://mcdc2.missourLedu/websas/ 

geocorr2k.html. 
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10 Similar to the way HUD develops income limits for 

households of various sizes, the median family income 

is used as the benchmark to which the income of 

a four-person household is compared. Incomes of 

larger households are compared to an upwardly 

adjusted median family income, and the benchmark 

for smaller households is adjusted downward. For a 

detailed description of the adjustments used by HUD 

and in this report, see p. 10 in HUD's FY2010 HUD 

Income Limits Briefing Materia l, available at http:// 

www.huduser.org/portaJ/datasets/il/iI10/lncomeLim

itsBriefingMateriaL FY 1 O.pdf. 

11 Median family incomes for non-metropolitan areas 

in each state were derived from the household records 

classified as non-metropolitan in the PUMS ti les. 

12 Standard errors were calcu lated using the U.S, 

Census Bureau's PUMS Accuracy of the Data fi les 

for 2008 and 2009, available at http://W'v'I'N.census. 

gov/acs/www/Products/PUMS/pumsaccuracy

archived.htmL Statistical significance was calculated 

at the 90 percent conf idence level and was based 

on the z-test described in the U.S. Census Bureau's 

Instructions for Applying Statistical Testing to ACS 

Data. available at http://www2.census,gov/acs2006/ 

AC S_2006_StatisticaL Testing.pdt 
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A Review of Statewide Foreclosure Filings 

A brief survey of news articles on foreclosures throughout the state of Florida is likely to leave one overwhelmed with 

potentially conflicting figures. In fact, many Floridians would probably not be surprised to read an article published by a 

major media outlet describing plummeting foreclosure rates one minute, and another documenting rising foreclosure 

rates the next. To better understand foreclosure trends throughout the state of Florida, SGS examined an exhaustive 

index af three primary indicators of foreclosure issued over a three year period (March 2006 - February 2009). 

The first, Lis Pendens, indicates that legal action has been taken on a property. After receiving this notice, it is still 

possible for the mortgage holder to rectify the delinquent mortgage and avoid foreclosure. The second filing, Notice of 

Sale, notifies the mortgage holder than the property has been scheduled for foreclosure sale on a specified date. Real 

Estate Owned (REO) indicates that the bank or mortgage lender now owns the property, most commonly after the 

property fails to sell at auction. 

A brief comparison of Lis Pendens, Notices of Sale, and REO's sheds some light on one of the possible reasons for large 

disparities in reports on foreclosures. Since about March of 2007, there has been a growing gap in the number of Lis 

Pendens issued and the number of homes that eventually went to auction. One must take great care, therefore, in 

reporting on statewide foreclosure statistics. While reporting the number of Lis Pendens filed may reflect the number of 

foreclosure proceedings started, it does not necessarily reflect the number of homes that were eventually sold at 

auction. 

Foreclosure Notices Issued - Florida (Statewide) 

- Lis Pendens - Notice of Sale - REO 
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Demographic Profiles 

By matching foreclosure records to existing demographic data in the Florida Realtors 8 Oatamine, a limited profile of 
those who have experienced home foreclosure can be explored. It is important to note that the following analysis has 
three key limitations: 

1. It applies only to those receiving at least one foreclosure filing between March 2006 and February 2009 
2. It includes only registered voters whose records matched the information on the foreclosure filing 
3. It includes only those for whom demographic data is available 

The following demographic profiles are useful in helping to understand basic characteristics of many of those 
experiencing foreclosure in Florida. Additionally, the following information will be useful in the development of more 
robust studies of home foreclosures in Florida. In order to develop truly representative profiles of all Floridians 
undergoing foreclosure, however, additional survey research is recommended. 

Level of Income 
What becomes immediately apparent upon reviewing the annual income levels of those undergoing foreclosure is that 

the problem is not limited to homeowners with low incomes. Over 20% of all matched records indicated annua l incomes 

of $50,000-$75,000, and an additional 20% of matched records represented those with incomes of $100,000 or more. 

Home foreclosures are not limited to the wea lthy, either. 27% of all matched records represent homeowners with 

reported incomes of $35,000 or less. 

Income Level of Those Receiving At Least One Foreclosure Filing 
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Educational Attainment 
In addition to affecting all levels of income, the problem of foreclosure is found among all levels of education. In fact, 

almost 25% of all matched foreclosure files represent individuals with a college degree. An additional 30% of records 

represent those who had completed at least some college. 

The data may also indicate that home foreclosures disproportionately affect those who are less educated. A full 15% of 

matched files represent homeowners who had not completed high school. This possibility is further strengthened by the 

fact that data is genera lly less available for those with lower levels of education and income as it is more difficult to 

gather consistent data on these demographics due to many factors. 

Highest Attained Level of Education 

35.00% 

30.00% 

25.00% 

20.00% 

15.00% 

10.00% 

5.00% 

0.00% 

Less than High 
School 

High School 

Marital Status and Presence of Children 

Some College Completed College Graduate School 

Of all matched foreclosure records, over 9 in 10 represent married homeowners. According to avai lable data only 8% of 

matched record s represent single homeowners. Significantly, over two-thirds (2/3) of all matched foreclosure records 

represent households with children present. These statistics may indicate that a sizable majority of foreclosures in 

Florida affect families, and most of them with children. 

Presence of Children in the Home 

Children 
Present 

65% 

No 
Children 
Present 

35% 

Marital Status 
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Length of Residency 
A common speculation is that home foreclosures in Florida have primarily affected t hose who had recent ly moved into a 

home that they cou ld not afford and soon thereafter became delinquent on their mortgage. The limited data that is 

available on length of residency indicates that whi le home foreclosures may disproportionately affect those who have 

recently moved into the home, those with longer lengths of residency may still be susceptible. When added together, 

fully 35% percent of all matched foreclosure records represent homeowners who had lived in the home for more than 

10 years. 

Once again, the available data here are lim ited at best. It is recommended that those conducting foreclosure survey 

research in the future take into account the implications of th is information. 

Length of Residency for Those Receiving At Least One Foreclosure Filing 
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Foreclosure Trends in Selected Major Metropolitan Areas 

While it is evident that home foreclosures have not 

been confined to a few segregated regions of the state, 

examining the cities in which foreclosures have been 

particularly problematic may lead to a better 

understanding of the issue at hand. Here, we examine 

the five cities with the greatest number Lis Pendens 

issued from March 2006 to February 2009. Those cities 

are (1) Miami, (2) Tampa, (3) Orlando, (4) Jacksonville, 

and (5) Cape Coral. 

Lis Pendens Notice of Sale REO 

From March 2006 to February 2009, nearly 25,000 Lis 

Pendens were issued in Miami - 50% more than in 

Tampa and 77% more than in Orlando during the same 

period. The number of Notices 0/ Sole issued in the 

same three-year period may indicate that more 

properties actually went to auction in Miami than in 

any other city in Florida during the same period. 

Miami 24502 

Tampa 16229 

Orlando 13853 

Jacksonville 13223 

Cape Coral 13101 

Lehigh Acres 9660 

West Palm Beach 8956 

Kissimmee 8795 

Ft. Myers 7651 

St. Petersburg 7063 

Ft. Lauderdale 6686 

March 2006 - February 2009 

12795 7996 

3429 2635 

2612 3401 

2643 3252 

5543 4426 

3768 3238 

833 980 

1343 2465 

2522 1697 

1794 1607 

3114 1860 

From March 2008 to February 2009, however, more Lis Pendens were filed in Tampa (16,229) than in any other city in 

Florida. Since about May of 2007, the issuance of Lis Pendens in Tampa has been steadily rising. In September of 2008, 

there were 1,643 Lis Pendens issued in Tampa alone. 

Lis Pendens Issued in Miami and Tampa, March 2006 through February 2009 
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Miami' 
The city of Miami has experienced comparat ive ly volat ile foreclosure patterns over the last three years. The number of 

Lis Pendens issued peaked in June 2007 at 1,285. From January to May of 2008, the number of Lis Pendens issued fell 

62% to 558 per month, only to spike again in February. Notices of Sale, however, have been rising consistent ly since the 

beginning of 2007, peaking at 797 in July of 2008. It is also worth noting that the number of Lis Pendens issued month ly 

has been particularly volati le since May of 2007 - the same month that unemployment rates began increasing steadily. 
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Tampa2 

Foreclosure filings have been rising steadi ly in Tampa over the last few years. Until March of 2008, however, the 

issuance of Notices of Sale were fa irly limited with respect to the number of Lis Pendens issued. From March through 

June of 2008, however, the number of Notices of Sale issued monthly climbed from 16 to 416, an alarming increase of 

2,500%. 

It was also in March of 2008 that the unemployment rate in Tampa began its steady climb. From March 2008 to 

February 2009 the unemployment rate doubled, rising from 5.4% to 10.3%. 
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Orlando3 
Up until August of 2008, foreclosure filings were re latively mild in Orlando. The average number of Lis Pendens filed 

from March 2006 to August 2007 were 82 per month, with the number of Notices of Sale average just 19 per month 

over the same period. 

From August through October of 2007, however, foreclosure filings skyrocketed. The issuance of Lis Pendens rose from 

16 per month to 194 per month, with Notices of Sale and REO filings following suit. Since then, foreclosure filings of all 

types have been rising steadily. 

Foreclosure Notices Issued - Orlando, Fl 
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J acksonville4 

Like Miami, the city of Jacksonville has experienced volatile foreclosure filings over the last three years. While the 

number of Lis Pendens filed has increased over time, the trend is not so clear when considering the number of Notices of 

Sale issued. 

For the most part, the rise and fall in the number of Lis Pendens issued monthly in Jacksonvi lle has corresponded to the 

rise and fall of the city's unemployment rate. From May 2007 through February 2009, the city of Jacksonvi lle saw its 

unemployment rate nearly triple, from 3.3% to 9.4%. As in Miami, Tampa, and Orlando, the number of Lis Pendens 

issued monthly has risen with the city's unemployment rate. 
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Cape Coral5 

Until September of 2007, Cape Coral had relatively few foreclosure filings city-wide. From March 2006 through August 

2007, the average number of Lis Pendens filed was just five per month, and the number of Notices of Sale filed were just 

four per month. 

Foreclosure filings changed drastically in September, however. From August to September, the number of Lis Pendens 

filed increased tenfold, from 21 per month to 228 per month . The number of Lis Pendens filed continued to rise through 

January of 2008, peaking at 1,167 per month. While the filing of Lis Pendens has since declined, residents of Cape Coral 

have been seeing a steady increase in the number of Notices of Sale issued, peaking December of 2008 at 1,044. 

Foreclosure Notices Issued - Cape Coral, FL 

- Lis Pendens - Notice of Sale - REO 
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FACE OF FORECLOSURE 
FLORIDA 
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. FACE OF FORECLOSURE SARASOTA, FL 

Foreclosure Date: 6/60/200 8 

60% of month ly income going towards 

hous ing costs 

Experienced divorce 

Kathy 

" I have found t his enti re experience t o be devastating." 

"Am behind in income tax and every other ob ligation. Can't 

f ile bankruptcy as I'd lose my car." 

" I am in tota l financ ial ruin due to t he on-going cris is of the 
Flo rida rea l estate market." 

"Prior to the sh ift in our market area, I had sav ings, no 
revolv ing debt and a very comfortable income. I am now 
liv ing in a friend 's home, am in fear of losing my car and 

get app rox imately 30 ca lls f rom creditors and/or at torneys 
on a da ily bas is. Li fe is not fun and I am frustrated beyond 

words." 

"Every day I conti nue to be thankfu l that it's just me, not 

a family, not my c hildren, that are faced w ith this horr id 
situation and I am humbled when I work with families who 
have lost everyth ing and st ill need to feed t heir child ren." 

FACE OF FORECLOSURE NAPLES, FL 

Foreclosure Date: October 2008 

55% of month ly income going towards 

housing costs 

One child and t hree dependents liv ing 

in home 

Experienced job loss and divorce 

Nestor 

"They refused to work w ith me because my loan was 
FHA insured and they were going to get pa id by t he 
government so they were not interested in helping me." 

"My wi fe and I both worked in t he contstruction f ield. We 
both lost our jobs." 

"Because of the financ ial prob lems my w ife left me with my 

new baby g ir l and we are gett ing a divorce." 

"I have been living w it h my brother and his w ife and 2 kids 
for over a year because I cannot afford to get my own 

apartment and pay for t ransportation, child support." 

"This p roblem has destroyed my li fe and I feel that of my 

baby g irL" 
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" 
FACE OF FORECLOSURE ORLANDO, FL 

Foreclosure Date: 7/1/2009 

60% of monthly income going towards 
housing costs 

Experienced job loss and unexpected 
medical bi lls 

Barbara 

"[Lenders] would not talk to me or negotiate. Take it or 
loose it" 

" I lost my income due to t he decline in clients ,as I am a 
realtor." 

"My health took a dive and I had kidney operat ion. Took my 
income and didn't feel well either." 

"When t he company loss mitigator sent me a schedu le for 
payments, and I asked for the breakdown of costs. They 
wou ld not give me details or speak to me at al l. They never 
kept me informed." 

"Another rea ltor tried to do a short-sale, I think they were 
too late!" 

FACE OF FORECLOSURE HERNANDO, FL 

t 
Foreclosure Date: Pending 

50% of monthly income going towards 
housing costs 

Three children and one dependent liv ing 
in home 

Experienced job loss, unexpected 
medica l bills, and divorce 

Deb 

"This home has been forsale for 2 yrs .... the bank says it is 
wa iting on? ... buyer may wa lk." 

" ... divorce, hospita li zation, loss of income, and family 
medical emergency" 

"I was a top-producer. Then I became ill, my fiance was 
injured in a motorcycle accident, he spent 3 months in a 
hospital 60 miles away." 

"Loss of wages combined with a decline in market 
va lues, renters not paying rent I was unable to make my 
payments." 

"My income went from 200K a yr to 30K a year." 
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· 
, FACE OF FORECLOSURE CAPE CORAL, FL 

Foreclosure Date: 6/17/2009 

One dependent living at home 

Experienced job loss 

Wayne 

"There are no local offices, so a face to face wi th a rep. was 
not an option." 

" I had started a business with two other people. One died 
sudden ly and the other person took all the assets of the 
business and literally left town. I can't pursue lega l action at 
the moment for lack of funds." 

" I am 62 years o ld and I think that has a lot to do w ith the 
employment situation. Were I a younger person, I may have 
a better chance of employment in my trade." 

"The job market in Florida is shrinking and I am not afraid 
to try something else but there are no opportunities." 

FACE OF FORECLOSURE EL PORTAL, FL 

Foreclosure Date: Pending 

75% of monthly income going towards 
housing costs 

Two dependents living in home 

Experienced job loss and unexpected 
medica l bi lls 

Maria 

"The lender on ly wanted to work based on what he wanted, 
& didn't take into cons ideration any of my suggestions." 

"We cashed out all our annuities, pension funds & life 
insurance in order to pay." 

"During the short sale process, we got an incred ibly good 
offer, but [the lenders] d idn't want to negotiate, both thei r 
expectations were completely unrealistic." 

" I don't understand it. They will both lose at the foreclosure 
court steps come November 2009." 

"The house needs repairs, the va lues in the neighborhood 
keep coming down, so ... I don't understand thei r rationale." 
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FACE OF FORECLOSURE ORLANDO, FL 

Foreclosure Date: 3/24/2009 

40% of monthly income going towards 
housing costs 

Two children and four dependents living 
in home 

Experienced job loss and unexpected 
medical bi lls 

Gay 

"We ca lled a company that advertised Loan 
Remodifications and paid them over $3000 and they d id 
nothing, promised a refund or all but $500 fee and still 
have not seen t he refund." 

"Had to go to lega l aid, pa id them more money was sent to 
an attorney pa id her more money and sti ll waiting." 

"Homeowner begged for he lp to the loan serv icer in trying 
to adjust the mortgage that climbed without warn ing." 

"Her mother died, then her step father. All savings was lost 
to greedy relatives in Haiti. Grown children that contributed 
to the household moved out. The on ly car broke down, 
it has over 100,000 miles. No one to turn to. No savings 
left. Only long hours on her feet everyday for many many 
years." 

" It has been 9 mos since this homeowner had to stop 
making her payments to survive and to eat. Nothing but 
lost money and broken promises." 
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INTRODUCTION 

The foreclosure crisis is a key equity issue of our time. While the housing and mortgage crisis is far-reaching, 
low-income people and people of color who were disproportionately targeted for sub prime mortgages have been 
hurt first and worst. A recent analysis by researchers at UCLA found that African-Americans and Latinos lost an 
es timated $200 bill ion in assets due to foreclosures over the last three years - amounting to the greates t loss of 
wealth for people of color in modern history. I 

In addition to the loss of personal weaJth, foreclosures 
are concentrated in low-income communities of 
colof, including many neighborhoods that were 
just beginning to show new signs of revitalization.2 

Without investment, foreclosed properties deteriorate 
and weaken the neighborhood housing market.3 

Studies have shown that foreclosed properties 
decrease nearby home values by an average of 
$7,200, or between 0.6 and 1.6 percent. The Center 
for Responsible Lending calculated that in 2009, 
foreclosures caused 70 million neighboring homes to 
lose $510 billion in value.4 

Nearly 45 percent of loans in low-income 
communities of color were higher-cost 
subprime loans. compared to 27 percent of 
all home loans. 

- The Joint Center for Housing Studies of Harvard 
University, America's Rental Housing-The Key to A 

Balanced National Policy, (based on analysis of 2006 
Home Mortgage Disclosure Act data) 

Commun ities are taking a variety of actions to halt further foreclosures, reform the lending practices that 
led to this disaster, and get neighborhoods hard-hit by the crisis on the path to stability. With support from 
resources such as the federal Neighborhood Stabilization Program (NSP), states and cities are developing and 
implementing strategies to stem further neighborhood decline : acquiring and rehabbing homes (sometimes 
using green building or retrofitting techniques), helping new low- and moderate-income homebuyers purchase 
these homes, holding properties in land banks for future use, etc. 

Yet, even as these neighborhood stabilization strategies begin to take hold, some communi ties face an additional 
threat to recuperation: unscrupulous absentee inves tors. Nationwide, would-be homebuyers and community 
developers are facing stiff competition from private inves tors who have seen a business opportunity in 
the foreclosure crisis and are rapidly buying up foreclosed properties to sell or rent out for a profit. Unlike 
homebuyers and municipalities, investors can purchase properties for cash and in bulk - sometimes "sight 
unseen" - buying them up before homebuyers, nonprofits or cities even have a chance to bid. In some 
communities, efforts to improve the neighborhood are being thwarted by investors who are either mothballing 
their properties and blighting neighborhoods, or buying severely distressed homes and renting them out to 
vulnerable tenants with little to no rehabil itation or maintenance of the property. In Oklahoma Ci ty, for example, 
many rental properties in the northwest neighborhoods that were bought up by California-based investors over 
the past four years are now foreclosed, vacant and blighting the neighborhood. New investors are buying up the 
properties for as low as $2,000 a unit. 5 

The challenge of predatory investor ownership is often greatest in the low-income communities of color that 
have already suffered the most from the foreclosure crisis. In the Twin Cities, investors have flocked to the North 
Minneapolis and East St. Paul neighborhoods. In several recent instances, investors have used unscrupulous 
and sometimes illegal methods to squeeze whatever profit they can out of these properties, leaving neighbors 
and tenants to deal with these problem properties. In one infamous case, a pair of suburban investors operating 
as TJ Waconia undertook a complex real es tate investment fraud scheme over three years involving 140 North 

Apri l 2010 3 
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Minneapol is properties (a total of 162 properties in 
the region) and $35 million in mortgages. Most of 
the homes ended up foreclosed and the others 
condemned or vacant (see Figure 1, below). 

Communities are using a variety of tools to fight back 
against such predatory investors and get foreclosed 
properties into the hands of responsible owners. 
In the TJ Waconia case, the city of Minneapolis, in 
partnership with residents and community groups, 
took the investors to court and gained control of the 
properties. Federal prosecutors followed up with a 
fraud case in which the two men were sentenced to 
prison for seven and eight years and ordered to pay 
$11.7 million in restitution. 

Despite some important wins, the threat remains that 
irresponsible investors will thwart neighborhood 
stabilization strategies and keep housing markets in 
a downward spiral of decline. One major concern is 
that the rapid conversion of owner-occupied homes 
into rental properties by investors will further 

Figure 1. North Minneapolis Properties Involved in the 
TI Waconia Investment Fraud Scheme 

• Not in Fa-ecDstQ 

• """""" 
140 """" 86 in the 3 Nei¢ahoods 

86 .-.. 51 in tie 3 Neiglborhoods 

Neighboltloods: 
1. Webber-Camden 
2. Folwell 
3. McJ(jnley 

Source: City of Minneapolis 

concentrate poverty and limit access to opportunity in a region that is already segregated. 

In This Report 

This report examines the issue of investor purchasing of foreclosed and distressed properties, presents a set of 
best practices and promising approaches being used in communities to prevent irresponsible investor ownership 
from leading to neighborhood decline, and makes recommendations about what stakeholders in the Twin Cities 
can do to address this challenge. 

The Twin Cities is an excellent case study for this issue because the region is a forerunner in developing and 
testing solutions to the foreclosure crisis. Our research focuses on the neighborhoods of North Minneapolis 
and East St. Paul, which are low-income communities of color in the region that have been hit the hardest 
by foreclosures, vacant properties and upheaval in the housing market. While this report is grounded in the 
conditions and strategies of Minneapolis and 5t. Paul, it contains information and tools that can be used by other 
communities that are trying to determine how to address this issue. 

The report is organized as follows: 

What is the Problem? Investor Ownership and its Challenges describes investor ownership business 
models that present challenges for communities, and explains some of the barriers to addressing investor 
ownership. 

Strategies to Prevent Irresponsible Property Investors and Neighborhood Decline presents a framework 
for taking action against irresponsible investors, describing 36 strategies that communities can use as well as 
lessons from unsuccessful efforts. 

Investor Ownership in the Twin Cities presents case studies of investor ownership and community 
strategies underway. 

4 PolicyLink 
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Recommendations for the Twin Cities presents a series of actions for local stakeholders. 

An Appendix includes an assessment tool that communities can use to analyze existing strategies in relation 
to best practices in the field and develop regionally specific plans to address investor ownership. 

Methods 

The research for this report took place between April and October 2009. It included interviews, secondary 
research and scans of innovative local policies. To understand the real estate dynamics, property maintenance 
and foreclosed property recovery systems, and policy supports in the Twin Cities, PolicyLink interviewed 15 
community leaders in Minneapolis and St. Paul: representatives from public agencies responsible for foreclosure 
prevention and recovery and the regulation and maintenance of properties, community organizations and 
community development groups working on these issues, and a community real estate agent: 

Cecile Bedor, city of Saint Paul Planning and Economic Development 
Tom Deegan, city of Minneapolis Department of Regulatory Services 
Roberta Englund, Folwell Neighborhood Association 
Tom Fulton, Family Housing Fund 
Dawn Garland, East Side Neighborhood Development Company 
Stephanie Gruver, Greater Metropolitan Housing Corporation (formerly) 
Kellie Jones, city of Minneapolis Department of Regulatory Services 
Jill Kiener, Northside Home Fund 
Connie Nompelis, Century 21 Luger Realty 
Rebecca Rom, Twin Cities Community Land Bank 
Cherie Shoquist, city of Minneapolis Community Planning and Economic Development 
Jeff Skrenes, Hawthorne Neighborhood Council 
Dave Snyder, Northside Community Reinvestment Coalition 
Michelle Vojacek, city of Saint Paul Department of Planning and Economic Development 
Darrell Washington, city of Minneapolis Real Estate Development Services 

In addition, PolicyLink performed an extensive survey of innovative local and state policies across the country 
that encourage responsible owners to buy distressed properties and to keep them well maintained. The research 
was vetted with local stakeholders in the fall of 2009 through a webinar with housing organizations and funders 
and a conference call with African-American nonprofit and community development leaders, and this report 
incorporates their feedback and suggestions. 
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WHAT IS THE PROBLEM? 
INV ESTOR OWNERSHIP AND ITS CHALLE NGE S 

Investor ownership, in and of itself, does not necessarily lead to negative consequences for neighborhoods. Small
scale property investors provide a significant portion of our national stock of rental homes that are affordable 
to low- and moderate-income families without public subsidies. Investors range from the neighbor who buys 
another house down the street using the equity from his or her home, to large venture capital firms and hedge 
funds that buy bundles of hundreds or even thousands of homes scattered in ci ties across the country. 

Whether an investor will take good care of their property depends a great deal on their business model - the 
strategy they adopt to make a profit from the real estate they purchase. Some investors contribute to the health of 
the neighborhood by providing well-maintained affordable rental and sales housing in neighborhoods with good 
schools, parks and other key amenities. Others, however, will rent out the property with major code violations 
and minimal investment just to ensure some cash flow until they can sell. 

This section presents trends in investor ownership and common residential distressed property investment 
business models used in low- and moderate-income neighborhoods. It describes business models that should 
concern communities and outlines challenges that communities face when they address investor ownership.6 

National Trends in Investor Ownership Figure 2. Share of Residential Homes Purchased by 

In 2008 (the most recent year for which data is 
available), investors bought one out of every five 
homes for sale, which is fairly consistent with trends 
from the previous five years, other than a spike in 
2005 (Figure 2). Of the properties purchased, 16 

percent were through the foreclosure process; the vast 
majority were single-family homes. Investors paid 
a median price of $108,000: 28 percent less than in 
2007. Most investors lived outside of the community 
in which they purchased a home; the median distance 
was 19 miles, and 31 percent lived more than 100 

miles away. More than half of the investors (58 

percent) indicated that they planned to rent out their 
property? Figure 3 presents more information on 
investors from a 2009 survey. 
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Figure 3. Who are Today's Investors? 
Findings from the 2009 Nationa l Association of Realtors Survey 
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Three types of markets are experiencing a great deal of investor activity: 

1) Weak markets where housing costs are so extremely low that anyone can invest. For example, in St. Louis 
and St. Louis County, the percentage of homes selling for $10,000 or less increased 85 percent from 2006 to 
2008.8 

2) High-growth markets that experienced double-digit appreciation and now have high foreclosure rates 
and rapidly falling housing prices. These include the Sun Belt states of California, Florida and Arizona, and 
cities such as Las Vegas. 

3) Stable high-growth or mixed-growth areas with year-over-year appreciation during the past seven to 10 

years. Atlanta, Minneapolis and 51. Paul fall into this category. 

Investors obtain properties from various sources: contacting distressed homeowners and offering to buy (once a 
homeowner receives a notice of default, the foreclosure process is public); bidding at auction; purchasing directly 
from banks; or locating properties through a real estate agent, mult iple listing service (MLS) or foreclosure Web sites. 
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The context for real estate investment has changed dramatically since the boom years. Previously, investors 
could purchase properties without investing their own personal wealth. Lax underwriting standards allowed 
them to buy multiple residential properties with virtually no money down, often using the equity in one home 
as collateral to buy the next. If an investment property was foreclosed upon, the investor suffered minimal losses 
and in fact might even profit if they went into default, stopped making mortgage payments, and dragged out the 
foreclosure process sufficiently to bring in another year of rental income.9 

Today's investor is buying properties with cash or, where their credit is strong enough, a mortgage or commercial 
line of credit with "nonrecourse carve-outs," in which banks require that an individual sign an agreement that makes 
them personally liable in the event the partnership or limited liability company pulls money out of the property or 
damages the property. 10 While residential distressed sale prices are very low, the need to layout all or most of the 
value of the property during the acquisition process means that these investors have skin in the game and have 
a much greater incentive to ensure that their properties are wealth-generating assets. That said, investors' profit 
motive and business models may still conflict with the public interest of reviving and sustaining neighborhoods. 

Business Models of Investors 

For investors, the purchase of a home is a dollars-and-cents decision based largely on potential cash flow from 
rental income and expectations of fu ture price appreciation. Their choice of business model depends largely on 
the state of the housing market and their own preferences for long-term or short-term investment. There are 
at least eight common business models that distressed-property investors are using. These business models are 
presented below according to whether they are likely to have a positive or negative impact on neighborhoods. 

Like ly to have a positive impact on neighborhoods: 

Buy low, renovate and sell higher. Responsible investors are buying distressed houses, rehabilitating them 
and then reselling them on the open market to buyers who do not have any appetite for major reclamation 
projects or the skills to tackle a fixer-upper. A variation on this strategy is for the investors to move their 
own household into each home they buy for proximity to thei r temporary worksite and to save on the rentj 
mortgage payments necessary to maintain two properties. When the property is in marketable condition, 
they will put it on the market and, upon sale, move to their next property. The advantage for neighborhoods 
is that the home is never vacant, the investor is motivated to quickly repair the property and the ultimate 
goal is an owner-occupied house. 

Buying low, rehabilitating the property and reselling it at a reasonable price or as subsidized affordable 
housing is a major goal for most municipalities' Neighborhood Stabilization Program plans. The challenge 
is to limit the purchase price and rehabilitation cost sufficiently so that a profit can be made at sale. In some 
markets, it is easy to outlay more on the property than it will be worth at resale in that market. Investors 
who successfully take this approach are providing a valuable service that helps to clear distressed~property 
inventory and restore the homes as neighborhood assets. 

Buy, hold and leasejrent-to-own to obtain long-term cash flow. Rent-to-own or lease-purchase options 
that offer the renter the chance to buy the property over time can be a pathway to homeownership 
if done responsibly. 

Buy, hold and rent (and manage responsibly). Renting out a property makes good economic sense in many 
markets, particularly where home sale prices are falling but rents remain relatively strong. I f the investorj 
landlord can charge more in rent than they pay in mortgage payments, they can often get a higher rate of 
return than if they put the money in a bank. If an investor buys a home for $100,000 in cash and rents it 
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for $1,000 a month, for example, that equates to a 1 2 percent return before taxes and other expenses are 
included. Even getting an 8 percent return is better than the 2 percent the investor might get at a bank. 
Much of the real estate investment around the country is in lower-end homes, which have a ready market 
of renters and are often priced low enough to be purchased for cash. Rents, although down, are generally 
holding up better than home prices. The same appreciat ion seen in home prices did not occur in the rental 
market, and now many of the families who lost their homes to foreclosure are looking for rentals. 

Buy low, rent or sell to former owners. Some investors are making money by buying foreclosed properties 
and then renting them back to the former owners for less than their mortgage payment. Turning foreclosed 
property owners into rent-paying tenants keeps a house occupied, and typically means a profit for the 
investor in five to 10 years. Currently, the U.S. Congress is interested in helping lenders and servicers to 
use this model to keep families housed. ll In August 2009, the u.s. House of Representatives passed the 
Neighborhood Preservation Act, which removes legal impediments blocking federally regulated banks from 
entering into long-term leases - up to five years - with the former owners of foreclosed houses. It also allows 
banks to negotiate option-ta-purchase agreements permitting former owners to buy back their houses. 12 If 
the bill becomes law, participation by banks would be voluntary and each bank could decide whether to take 
on the role as landlord. The aspiration is that it would encourage banks to calculate whether they would 
do better financially by taking an immediate loss at foreclosure or by collecting rents and then selling the 
property at a higher price in four or five years. 

Likely to have a negative impact on neighborhoods: 

Buy low, do nothing or make only cosmetic 
repairs, and sell quickly. This house-fl ipping 
strategy, a short-term speculative holding for 
quick financial gain, was the dominant business 
model during the real estate boom. The strategy 
behind house flipping is to find a rundown house 
or a property in trouble that can be purchased at 
a very low value. The investor then makes minor 
cosmetic repairs, such as a new coat of paint, 
and markets and sells the property for a profit 
within six to 12 months, often without bringing 
the property up to code.I3 Flipped houses are 
much more likely to be found in low-income 
neighborhoods and are more likely to be vict ims 
of arson and have significant enforcement 
violations. 14 Flipping is difficult in most markets 
today, particularly in places where resale prices 
are still falling, because flipping assumes 
relatively strong price appreciation. However, 
in some cities such as Cleveland, investors are 
buying very-low-cost foreclosed properties (under 
$10,000) from bank inventories and immediately 
reselling properties in bulk to buyers online, or 
flipping them and selling them to individual 
households. 15 

CONTROLLI NG DESTI NY VEN TU RES 
IN CLEVELAND 

A study of investor purchasing of distressed properties 

by Case Western Reserve UniverSIty found that Destiny 

Ventures, a national investment company based in Tulsa, 

Okl •. , was the leading buyer of rea l-estate-owned (REO) 

properties in the city of Cleveland. Their properties had 

multiple code violations. and the Cleveland Housing Court 

issued them a S40,000 judgment for lheir failure to maintain 

one property. Despite these outstanding violations, Destiny 

Ventures was able to purchase more than 50 additional bank

owned foreclosed properties from a major Cleveland lender 

to tota l 145 REO properties. After heing fined in absentia by 

the court, Destiny stopped doin!! business in Cleveland. 

Sources: Micha~ l Schramm. April Hi rsh and Claudia Cou lton, 
Beyond REO: Property Tmnslers at Extrurnp.ly Distressed Prices 
In Cuyahuga CounlY, 2005-2008 (December ;:008): Cal lahan's 
Cleve land Diary Slog www.callahansc leve la ll ddiary.com 

Buy, hold and rent (with no investment, repair or management). Some investors buy distressed properties 
in need of renovation and repair and do li ttle or nothing to the property before renting it out to anyone who 
will pay. These investors often are absentee landlords who neither screen tenants nor properly maintain 
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their homes and respond when there are problems. In the worst-case scenario, investors are perpetrating 
mortgage or investment fraud behind the scenes, victimizing tenants who end up in homes that are 
insecure and end up being foreclosed upon, and neighbors who suffer from declines in housing values 
and neighborhood conditions. 

Buying properties at low cost and renting them out as Section 8 was a common investor business model 
during the boom years. The fair market rents that the U.S. Department of Housing and Urban Development 
determines owners can charge are based on rental rates throughout the metropolitan region and often 
exceed market~rate rents in lower-income urban neighborhoods. Relying on the income-generation powers of 
nationally established rents, lenders were willing to allow owners to finance additional real es tate purchases 
based upon 80 percent of the equity from the initial house. 16 Today, that model continues to be practiced, 
although perhaps at a smaller scale, as lenders are less likely to allow the equity from one property to 
support a mortgage on another. Stakeholders in Minneapolis are concerned that this is the business model 
being used by a number of large-scale investors who are not taking care of their properties and are likely 
to end up in foreclosure. They believe this is placing tenants at risk, destabilizing neighborhoods by not 
maintaining homes, and concentrating poverty. 

Buy, hold and lease/rent-to-own to obtain long-term cash flow. Lease-to-own options, when offered as a 
fraudu lent scheme to bilk households out of more money, can make the dream of homeownership virtually 
unobtainable. 17 Econohomes, a national distressed-property investor based in Austin, Texas, exempli fies 
the dangers. To make a profit, Econohomes leases substandard, code-deficient properties to low-income 
households who are responsible for lease payments and bringing the home up to code. The company 
purchases properties from lenders' inventories in cities across the United States at very low prices, and sells 
the home via a Land Contract and Promissory Note transaction, where the purchaser will own the home 
only if they make everyone of 13 to 14 years of monthly payments. Once the agreement is signed, the buyer 
has the responsibility to make all repairs and improvements necessary to make the property habitable and 
insurable within 60 to 90 days. Substantial repairs are usually necessary, such as replacing siding, piping and 
furnaces, and fixing walls. 18 

Mothball the property and resell it months or years later once the market improves. Some investors will 
intentionally leave a distressed vacant property abandoned while continuing to pay taxes on the property, in 
anticipation of higher values and demand for the land when the market shifts, even if the building is fully 
deteriorated. If the investor's plan is to wait for a windfall years away, the property will continue to have 
negative impacts on the neighborhood during this waiting period. 

Impacts of Investor Ownership 

While there is not a strong body of research that examines the impacts of investor ownership on neighborhoods, 
research does tell us that property owners who are local and live in or near the property tend to maintain it 
better. 19 Studies also confirm that neighborhoods with high levels of absentee ownership are less stable and more 
prone to experience crime and deterioration of property.20 In 2008, 31 percent of investors bought properties 
that were located more than 100 miles from their primary residence.21 Absentee owners living a substantial 
distance from their properties are less likely to regularly check on the condition of their property or stop in to 
perform basic repairs. While these functions could be performed by a properties management firm, there is no 
data available on how many owners are willing to take on this expense. Rental income on many single-family 
properties may be insufficient to pay for professional management staff, leaving the properties with, at best, 
intermittent care and attention 
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Challenges of Addressing Investor Ownership 

There are several challenges to preventing irresponsible investors who buy properties and let them deteriorate. 

Municipalities lack data systems that allow them to track investor ownership and patterns of behavior. 

Research shows that whether investors are non-local absentee landlords or not affects in terms of how well 
they care for a property and respond to tenants' concerns; however, this one factor does not allow us to predict 
investor behavior. The only dependable way to predict whether an ind ividual or corporate investor wi ll care for 

a property is to study their past treatment of similar types of investment properties. But few jurisdictions track 

investor purchases and even fewer track the condition of the properties owned by significant investors over 
time. In the Twin Cities, a change in the tax exemption for homesteaded properties has made it more difficult 
to track investor ownership: The amount of the exemption was lowered several years ago, reducing the number 
of homeowners that register and the accuracy of the homestead designation for understanding patterns of 
neighborhood change. 

Intervening upstream at the point of sale is difficult. 

Even with strong data on investor behavior, influencing a private transaction between a distressed-property 
seller and an investor is difficult (see the text box, "Controlling Destiny Ventures in Cleveland," page 9). Investors 
seek out multiple opportunities to acquire properties, are able to pay cash (in 2008, 42 percent of investors 
bought foreclosed homes with cash), and buy in bulk.22 Sellers prefer a cash sale since it is immediately final and 
without conditions. Lenders and entities selling an inventory of foreclosed properties favor bulk transactions as 
well because it allows limited bank staff to negotiate with fewer buyers and move more properties out of bank 
inventory.23 "They've got to move 50 or 60 properties in a zip code, and the best way to do that is in bulk," said 
Doug Robinson, spokesman for NeighborWorks America, a national housing nonprofit group. ''The economies 
of scale of processing 60 to one purchaser outweigh selling them one by one, even if you get a little more 
money."24 The motivation of lenders to sell properties quickly and in bulk conflicts with the community's interest 
in ensuring the properties are transferred to responsible owners who will rehabilitate and maintain them, 
contributing to neighborhood stability. 

Communities are concerned about converting owner-occupied single-family homes into rental properties
yet there is a desperate need for affordable rental properties. 

At a time when so many Americans are losing their homes, there is a significant need for new rental alternatives 
to help current residents stay in the neighborhood and to allow other residents to join the community as well. 
After a major rise in homeownership through 200S (when the homeownership rate peaked at 69 percent 
nationwide), over the past several years there has been a dramatic rise in renters, dr iven in part by the foreclosure 
crisis. 25 Some communities have voiced concern that the addition of a significant percentage of rentals wi ll 
destabil ize traditionally owner-occupied neighborhoods through high resident turnover and poor home 
maintenance. 26 These concerns are not surprising given the national emphasis on homeownership as a route to 
better neighborhoods and increased asse t building for households. But the housing market crisis revealed that 
traditional homeownership can be a very risky endeavor both for vulnerable households and neighborhoods. 
Communities will benefi t more by keeping residents as renters than by losing population and leaving homes 
vacant until demand for home purchases once again exceeds supply, at which time homes may have deteriorated 
significantly or been completely gutted of anything valuable. They can also pursue shared equity homeownership 
models such as community land trusts, deed-res tricted units, and limited equity housing cooperatives that are in 
between homeownership and rental tenure models, allowing people to have secure housing and build equi ty and 
assets without the same level of risk associated wi th tradi tional homeownership.27 
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STRATEGIES TO PREVENT IRRESPONSIBLE PROPERTY 
INVESTORS AND NEIGHBORHOOD DECLINE 

There are three key approaches that communities can use to influence who purchases distressed properties and 
whether they contribute to neighborhood stability. Our national scan of best practices uncovered 36 strategies 
that fall within these three approaches. The following section describes each of these approaches and the 
best practice strategies within them, presenting examples of how these strategies are being used in different 
communities across the country. 

Approach 1: Encourage Homeowners or Responsible Investor Owners to Buy, 
Rehabi litate and Maintain Foreclosed Properties 

Most municipalities would prefer that homebuyers purchase foreclosed properties as their primary residence, 
adding to the population and tax base and providing a vested occupant in the property. But while many are 
interested in purchasing a foreclosed home, they are also concerned about whether it is a good investment. More 
than half of U.S. adults are at least somewhat likely to consider purchasing a foreclosed home, yet 85 percent are 
concerned that there will be hidden costs and that the home may continue to lose value.28 

Providing incentives for the purchase and rehabilitation of foreclosed properties by homeowners or responsible 
developers can help them overcome this hump. Several mechanisms can help them do this, including marketing, 
tax credits, down-payment ass istance, low-cost financing and partnerships with community developers. The 
$8,000 federal tax credit for first-time buyers, for example, resulted in 357,000 home sales between February and 
September of 2009.29 

There are seven best practices that can help potential responsible owners acquire and care for distressed properties: 

1. Help qualified homeowners obtain mortgage financing. Homebuyers with good credit are having trouble 
obtaining the financing they need to purchase a house. Underwriting standards have become much stricter 
for all buyers, and particularly for buyers purchasing a foreclosed property sold in "as is" condition. Many 
lenders do not consider it ready to occupy - a requirement for many mortgage loans. According to a recent 
California survey, home buyers who purchase a bank-owned property experienced the most difficulty in 
obtaining financing. 30 For homebuyers who want to purchase a foreclosed property without ready cash on 
hand, a program that provides low-interest financing can help them successfully compete with investors and 
obtain a property. Hun 203(k) FHA loans provide this type of financing for home mortgages and/or repairs, 
but it is underutilized. 

Woodbury, Minn.} is providing financing for new homeowners who are buying foreclosed properties as 
their first homes. The city of Woodbury's foreclosure purchase loan program, which debuted in January 
2009, offers low-interest, deferred loans of up to $25,000 to qualified families who earn no more than 
115 percent of area median income, with household income capped at $90,000 per household. The 
purchase price of the affected homes may not exceed $256,500. While this is a pilot program that will 
be evaluated at year end, the city of Woodbury's experience to date is that the financial incentive was 
sufficient to nudge some households off the fence into purchasing their first homeY 
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Arizona provides forgivable foreclosed home purchase loans at zero percent interest. The Arizona 
Department of Housing launched a $38 million Your Way Home AZ program to help buyers with a gross 
income of no more than 120 percent of median income purchase foreclosed homes priced at $346,000 or 
less as their primary residence. This assistance is in the form of a deferred second mortgage loan for up 
to 22 percent of the purchase price. It offers zero percent interest and no monthly payment, and will be 
forgivable after a period of time. The program is available in 13 counties.32 

On July 21, 2009, California Gov. Arnold Schwarzenegger announced the launch of the Community 
Stabilization Home Loan Program, a $200 million program designed to help first-time homebuyers 
purchase homes in communities hardest hit by the foreclosure crisis. Under the program, first-time 
homebuyers are eligible for loans at below market-interest-rates to purchase foreclosed homes in high
foreclosure ZIP codes. Several lenders have agreed to join the program and offer sales prices on bank
owned properties at least 12 percent below estimated value in the high-foreclosure areas. The 
state Housing Finance Agency estimates that the program will help 800 to 1,000 Californians purchase 
their first home.33 

Oakland County, Mich.} established the Oakland County Homebuyer Program For Vacant Foreclosed 
Properties in February 2009. Under this NSP-funded program, Oakland County will provide no-interest 
loans that can be used for down-payment assistance, closing costs and home improvements. To be 
eligible, a homebuyer's income must be at or below 120 percent of area median income, and they must 
prequalify for a fixed-rate mortgage loan from a lending institution for 51 percent of the purchase price. 
Oakland County will finance the remaining 49 percent of the purchase and rehabilitation costs, up to 
$100,000. The homebuyer only pays on the conventional mortgage obtained from their lender. Payment 
on the down payment and home improvement loans is deferred until the property changes ownership.34 

HUD 203 (k) FHA loans can cover the purchase and rehabilitation of foreclosed properties. The U.S. 
Department of Housing and Urban Development offers a 203(k) FHA loan that finances both a home's 
purchase price and the amount needed to complete the repairs and improvements. 203(k) loans are 
available to borrowers of all income levels and operate in draws. The first draw pays off the lien holder 
and purchases the home. Subsequent draws are made as the rehabilitation work gets done. The one 
significant drawback of these loans is that they tend to come with an interest rate one to three percentage 
points higher than a traditional FHA loan. The FHA 203(k) loan has seen a resurgence in the last year, 
with the number of processed loans doubling to 11,493.35 First-time homebuyers who lack sufficient down 
payments (i.e., less than 20 percent) and are purchasing foreclosed properties accounted for this growth.36 

2. Offer a grant or tax credit to encoUl'age homeowners to occupy the properties. A recent study found that 
the federal $8,000 tax credit motivated first-time buyers to become homeowners.37 In addition, by requiring 
owners to use the property as their primary residence in order to qualify for the credit, the municipality or 
state can obtain helpful data on the number of investor-owners vs. owner-occupied owners in every census 
tract. 

Minnesota encourages homeownership through a Homestead Property Tax Reduction Program open to 
Minnesota residents. The homestead classification can reduce the taxes on an owner-occupied residential 
property by up to $304 per year." 

Georgia offers a three-year tax credit for purchase of a single family-home in 2009. On May 11, 2009, 

Gov. Sonny Perdue signed House Bill 261, which provides a $1,800 tax credit for home purchases. The 
amount of the credit is the lesser of $1,800 or 1.2 percent of the purchase price. A taxpayer may claim 
one-third of the credit available in each taxable year, and may carry forward unclaimed amounts.39 
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3. Partner with nonprofits to transform foreclosed properties into affordable honsing. 

Sarasota, Fla., offers a program to help nonprofits obtain foreclosed properties and rent or sell 
them at affordable monthly rates as a strategy to revitalize the historically underserved Newtown 
neighborhood. Under the NSP-funded program, nonprofits are given $10,000 for every foreclosed 
home acquired, fixed, and sold or rented to income-eligible families within the eight census tracts that 
constitute the Newtown community. The nonprofits select qualified families, obtain property titles, 
pay insurance and property taxes, and choose contractors who will make the needed repairs. Rents will 
range from $582 to $810, and home sale prices will not exceed $15°,000. The county will loan money 
to nonprofits at no interest, but the nonprofits are required to repay the money in full if the fixed 
foreclosed homes for sale are resold.40 With an additional NSP2 allocation of $23 million, the city of 
Sarasota and county hope to rehabilitate 100 more units of housing.41 

4. Encourage nonprofits to offer lease-purchase agreements (with protections for buyers). Households who 
lose their home to foreclosure are unable to immediately buy another hamel but they may be able to mend 
their credit and become homeowners over time as part of a well-run, nonprofit lease-purchase program. The 
goal of these programs, often called contracts for deed, or lease-purchase, is to give the tenant the chance to 
purchase a home by making regular payments and sometimes by putting sweat equity into the maintenance 
of the home. It is important to note that while some of these programs offer safe ways for foreclosed 
property owners to once again enjoy property ownership and clean up their credit, others may offer the 
tenant no protections at all. One late payment could mean that the tenant loses their payments to date, as 
well as their improvements to the house. 

In Minneapolis and St. Paul} the Bridge to Success Contract for Deed Program is an innovative 
financing and lease-purchase program. Under this program, one of two nonprofits buys a property and, 
while retaining the title, gives possession to a buyer who will pay monthly installment payments. The 
buyer must make every payment before they obtain the title to the property. This also means that if they 
mis~ one installment payment even after paying regularly for years, the nonprofit could legally take 
full possession of the property. The nonprofits do not plan to take such draconian measures, however, 
because they want the homeowner to succeed in gaining the title.42 

Cleveland Housing Network and area community development corporations started a lease-purchase 
program in 19B1 to help low-income residents become homeowners. It is financed through the 
syndication of Low Income Housing Tax Credits, resulting in a 72 percent equity contribution. In 
addition, it leverages 28 percent of private and public investment. The program is designed to keep 
monthly payments as low as possible through reduced first mortgage rates and soft second funds 
contributed by the city of Cleveland and the state of Ohio. Since 2003, 90 percent of families (132 out 
of '47 eligible after Is-year rental period) have taken over the title of their formerly leased homes. 
Homes are rehabilitated under the program and then rented to a lessee who receives home maintenance 
training and is expected to perform regular maintenance on the home.43 

5. Provide financial incentives to private or nonprofit developers with successful track records to acquire 
and rehabilitate homes for low- and moderate-income homebuyers or renters. 

Sacramento, Calif.} provides incentives to trusted developers to rehabilitate vacant homes and resell 
them to homeowners. A Sacramento Housing and Redevelopment Agency program is offering no
interest loans and a $3°,000 fee to developers who buy and rehabilitate vacant homes before selling 
them to low- or moderate-income families, with a preference for mission-driven developers. 
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6. Offer real estate agents and homebuyers information and the opportunity to tour foreclosed properties. 

Minneapolis evaluates distressed properties, infonns real estate agents about homes in move-in condition} 
and encourages the agents to find buyers to purchase and occupy the homes. As part of Minneapolis' 
Neighborhood Stabilization Program, nonprofit partners visit foreclosed properties and evaluate their 
condition. When they find homes that are in good condition, they immediately noti fy real estate agents so 
they can find interested homebuyers. This alleviates the need for the non profits to use limited funding to 
purchase the property, perform cosmetic changes and arrange a sale to a household themselves. 

The Boston Home Center} a division of Boston's Department of Neighborhood Development, offers 
potential homebuyers trolley tours of the Boston's foreclosed properties. Those who participate in the 
tour have the opportunity to take a ci ty-sponsored home-buying course. The city of Boston also offers an 
ongoing series of workshops related to home buying, particularly about purchasing foreclosed property 
and buying homes that need work .. H 

7. Provide training or financial assistance to "mom and pop" landlords who are trying to keep their properties 
in good condition. Small local investors often purchase distressed properties to fix up and rent out. More than 
70 percent of these small investors own only one or two properties and the majority are part-time real estate 
investors with other jobs.45 The competence and skill of these small property owners to maintain the property 
cost-effectively varies greatly.46 Most have no formal training in real estate property management. 

Portland} Ore., has offered free landlord training for more than 11 years. The Bureau of Development 
Services partners with the Portland Police Bureau and other city offices to provide current, effective 
information on property management. Topics covered in the eight-hour training session include: 
property management to prevent crime or loss of investment, best practices in applicant screening, 
and rental agreements.4? 

The Community Investment Corporation (CIC)J a nonprofit rental property lender in Chicago, offers a 
property management training program to its borrowers and other landlords for a reasonable price. The 
CIC Web site states that "[t[he most effective neighborhood revitalization strategy is to build the capacity 
of the many good, hands-on apartment building owners so they can take on more property in need of 
physical improvement and good management." The CIC also provides a free online property management 
manual.48 

Approach 2: Strategically Ga in Control of Foreclosed Properties 

Community stakeholders -local governments, authorities, community land trusts (CLTs), community 
development corporations (CDCs), advocates and others - are reclaiming foreclosed properties for community 
benefit. By stepping into the role of acquiring foreclosed properties and then transferring them to responsible 
owner-occupier households, municipalities and nonprofits can loosen investors' hold on the market and obtain 
control over who the ultimate owner of the property will be. A key goal of the Neighborhood Stabilization 
Program is to help municipalities and states intervene in the private real estate market and move abandoned 
properties to beneficial ownership. 

There are seven strategies tha t can be used to effectively gain control of foreclosed properties: 

1.. Purchase and rehabilitate individual properties and resell them to homeowners. Municipalities and 
nonprofits are acquiring properties strategically to jump-start markets and help stabilize low- and moderate
income neighborhoods. Some focus on acquiring corner properties or a single foreclosed property that is 
harming an entire block, others seek to buy strategicaIly located properties in bulk. 
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Los Angeles established a nonprofit holding company to swiftly acquire, rehabilitate and sell 
properties. The new entity, Restore Neighborhoods LA, Inc. (RNLA), is more agile and flexible and 
encounters fewer bureaucratic requirements than a city agency would when acquiring and transferring 
properties. RNLA acquires bank·owned singleJamily and small multifamily properties that have 
extensive rehabilitation needs and are located in the hardest·hit neighborhoods (South Los Angeles 
and the East Side). It uses a Request for Proposals (RFP) process to hire contractors, and the city of Los 
Angeles offers soft second mortgages to attract homebuyers .• ' So far, RNLA has purchased '3 single
family and duplex properties, has 10 additional properties in escrow, and has begun construction on 
four units. 50 In January 2010, the city of Los Angeles received $100 million in NSP2 funds to acquire an 
additional 265 single family homes and 947 units of multifamily rental properties.51 RNLA is a partner 
of the National Community Stabilization Trust (described below). 

2. Ask lenders to provide municipalities and nonprofits with the first option to buy foreclosed properties. 
Some lenders have agreed to share foreclosed property availability information with cities before putting 
the homes up for sale on the open market. This gives cities a chance to purchase key properties in bulk or 
individually before they are listed on an MLS or made available to investors. While lenders are willing to 
give municipalities priority in certain circumstances, they must represent the interest of their shareholders 
and must obtain a reasonable price for these properties. 

The National Community Stabilization Trust's {(First Look" program coordinates the transfer of 
real-estate-owned (REO) properties from financial institutions to local housing organizations, in 
collaboration with state and local governments. The National Community Stabilization Trust (NCST, or 
"the Trust") is a consortium of national nonprofit housing and community development organizations, 
including Enterprise Community Partners, the Housing Partnership Network, the Local Initiatives 
Support Corporation and NeighborWorks America. The NCST has negotiated commitments from a 
number of financial institutions (Fannie Mae, Wells Fargo & Co., Citigroup Inc., JPMorgan Chase & 

Co. and Bank of America Corp.) to make their foreclosed properties available at adjusted pricing to 
communities before they go on the open market. First Look was piloted in the Twin Cities in September 
2008. Since then, more than 100 communities in 35 states have Signed up with the Trust. The Trust also 
has a targeted bulk-purchase program to help communities purchase clustered properties. See page 33 
for a description of the program locally. 

Bank of America, the nation's biggest mortgage lender and servicer, has agreed to notify cities of 
Bank of America·owned properties that are available for sale before they are listed on the MLS and 
give them "real time" access to the bank's REO property lists through a dedicated Web site. The bank 
also will help speed up the acquisition process by allowing communities to buy multiple properties in a 
single transaction and by designating one employee as the point person for a community.52 

In March 2009, Gov. Deval Patrick announced the Massachusetts Foreclosed Properties Initiative 
to help communities obtain foreclosed properties for affordable housing. In July 2009, the Citizen's 
Housing and Planning Association Inc. (CHAPA), a nonprofit housing agency, began operating a 
clearinghouse to help 70 nonprofit community developers purchase foreclosed homes and upgrade them 
for low- and moderate-income families in 39 communities throughout the state. CHAPA is participating 
in the NCST's First Look program.53 

During the summer of 2009, community leaders pressured Freddie Mac and Fannie Mae to end the 
practice of using online auctions to sell distressed-property mortgages. Fannie Mae sought to sell a 
portfolio of 19 investor-owned distressed buildings located in the Bronx - 10 of which were on the 
city of New York's list of "worst-maintained" properties - through an online auction site. Sen. Charles 
Schumer, community members and nonprofit organizations successfully advocated that Fannie Mae 
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abandon the Web sale and work with the city to find a responsible buyer to repair the properties and 
keep them affordable to the 520 families who live in them. According to the senator, "Allowing these 
buildings to be horse-traded on the open market is a sure-fire way to guarantee that another speculator 
gobbles them up, and either continues to let the buildings rot or kicks the current tenants out on to the 
street. We simply cannot allow that to happen."54 

3. Establish or utilize a land bauk to hold and maintain properties uutil responsible buyers can be identified. 
In housing markets where supply exceeds demand, establishing a land bank and storing the properties until 
market demand increases may be a good strategy. A land bank is often a government-authorized public 
authority created to efficiently acquire, hold, manage and sometimes develop vacant and abandoned properties. 
To create a land bank and give it legal authority to operate may require a change in state or local laws. 

In May 2009, Ohio's Cuyahoga County started a land bank to manage 35,000 unoccupied properties 
in Cleveland and its surrounding inner-ring suburbs. While Cleveland had one of the country's first 
land banks, it was restricted to holding land without structures. The new land bank can hold foreclosed 
properties with houses intact until responsible buyers for the properties present themselves.55 

The Genesee County Land Bank in Michigan, launched in 2002, has helped to rehabilitate blighted 
neighborhoods in Flint. A study by Michigan State University in 2006 found that the county's land bank 
program raised property values across the county by over $100 million.56 The land bank did this by 
acquiring thousands of vacant homes and selling those for which there was a market - 1,600 property 
sales raised $6.4 million. This profit funded rehabilitation, demolition of houses that did not warrant 
rehabilitation, creation of affordable housing, and the assembly of sites for major redevelopment projects. 

4. Establish or utilize an existing Community Land Trust (CLT) to ensure homes remain affordable 
for multiple generations. A CLT is typically a nonprofit organization that owns real estate as a way to 
provide benefits to the community. CLTs purchase properties with the intention of permanently owning 
the land. They lease the homes that sit on the land to eligible homebuyers for a cost far less than buying 
conventionally. In exchange for affordable, high-quality homes, residents agree to resell their homes to the 
land trust or to another Iow- to moderate-income household if they move, taking only a minimal profit. The 
Housing and Economic Recovery Act of 2008 encourages using NSP funds for long-term affordability.57 

In July 2008, the Rhode Island Community Housing Land Trust and two neighborhood CDC partners 
began to purchase foreclosed properties in the city of Providence in order to place the properties into a 
CLT organization and permanently preserve the homes' affordability. The partners will rehabilitate the 
properties and then offer buyers a shared equity purchase as part of a land trust. The goal is to ensure 
that the 10 targeted neighborhoods in which the properties are located remain healthy, mixed-income 
neighborhoods for decades to come.58 

5. Encourage lenders and servicers to donate foreclosed properties that lack sufficient value to be 
profitable. More and more lenders are walking away from low-value properties when it becomes clear that 
they cannot recover their investment. The lenders file foreclosure proceedings but do not complete the 
process in order to avoid any obligation to maintain their properties.59 This leaves the properties in limbo 
with no one responsible for their care - neither the former owner who has left believing their ownership 
interest has been forcibly ended, nor the lender. In these situations it may be in the government's best 
interest to take control of these properties at low cost. 

Bank of America is currently working on a pilot program to identify properties in its inventory that are 
not salvageable and to donate these properties to cities in exchange for having them demolished. While 
this creates expense for cities, it also allows them to deal with a blighted property quickly and efficiently.60 
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6. Use government power to take blighted and abandoned foreclosed properties via eminent domain. 

In Baltimore the Code of Public Local Laws allows the use of "quick-take?1 eminent domain to acquire 
abandoned properties. The city can obtain possession of an abandoned property in 30 days if the court 

determines that "the public interest requires the City to have immediate possession" and subsequently 

the court resolves the issue of compensation to the property owner. If a property had municipal liens and 

other charges in excess of the property's value, the owner may receive no compensation and would instead 

owe the difference to the city of Baltimore. The city used quick-take eminent domain to acquire more than 

6,100 properties. However, a 2007 Maryland Court of Appeals ruling found that the expedited version of 

eminent domain had been used too broadly by the city of Baltimore in assembling properties that could 
also have been acquired using the standard eminent domain procedure. According to the opinion, "the 

City must demonstrate the reason or reasons why it is necessary for it to have immediate possession and 
immediate title to a particular property via the exercise of a quick-take condemnation."61 

7. Once control of foreclosed properties is achieved, evaluate condition of property to determine if demolition 
and creation of a greenspace or an alternative use makes sense. Many substandard properties will cost more to 

rehabilitate than to sell. As a result, demolition and the creation of new uses for some land are options to consider. 

Dayton, Ohio, plans to strategically demolish foreclosed properties. In the past, the city of Dayton's 

policy was to mothball vacant properties, hoping they would be worth restoring and reusing some day. 
Now, however, the region is overbuilt and demolition makes sense in areas with poor housing stock and 

high vacancy rates.62 

In Cleveland, community leaders have started a six-neighborhood pilot program to identify properties 
that can be rehabilitated and demolish ones that cannot. Cleveland's goal is to find new homeowners 

for viable properties. The city will demolish non salvageable properties to save money on maintenance 

and reduce the burden on local government. 63 

Approach 3: Hold Property Buyers Accountable for Property Condition 

Once the property has been purchased, the goal for most municipalities is to encourage the owner to practice 

responsible property management. A successful framework of incentives and disincentives regarding property 
maintenance will increase the presence of responsible owners, reduce government's need to tend to nuisance 

properties and discourage the presence of irresponsible owners who will allow the property to deteriorate. Most 

municipalities have laws and regulations in place that spell out the maintenance responsibilities of property 

owners. Over the last two years, jurisdictions have been added to these laws, significantly increasing the penalties 
for fail ure to comply, establishing time frames for buyers and sellers to bring a property into compliance, and 

adding obligations for owners and those exercising conlrol over vacant and rental properties. 

Regulations vary based on the property type and tenure. Below, we divide them into three ca tegories: all 

residential, vacant residential, and rental. 

Regulations that apply to all residential properties. 

1. Pursue vigilant proactive enforcement of the local property maintenance code. A municipality's property 

maintenance code is the most common regulatory framework used to ensure properties are kept up to code 
standards. Having a code in place is important, but just as important is strict enforcement of the code, which 

requires finding the resources to regularly inspect properties to ensure they are in compliance.6.t Proactive 
regular inspections of properties, rather than a reactive complaint-driven inspection policy, can be an 

effective tool to prevent property deterioration and its negative effects. 
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St. Louis funds monthly inspections of problem properties by charging for each inspection visit and 
imposing significant fines for noncompliance designed to gain the attention of absentee investors. St. 
Louis' Problem Properties Unit visits 4,000 nuisance properties each month based on citizen complaints, 
billing the owner $97 for each visit. Where owners such as out-of-town banks or big investment groups 
are unresponsive to citations, the city of St. Louis fixes the problems and bills the owner. So far, owners 
have been calling to ask for explanations as to why they were being billed. The head of the Problem 
Property Unit reports good results to date, even though he feels the city has insufficient leverage with 
out-of-town investors.65 

Collier County, Fla., is e-mailing lenders and property owners notices of code violations to ensure quick, 
inexpensive notice and valuable correspondence exchanges. Since the e-mail "Blight Prevention Program" 
was established in November 2008, Collier code enforcement officials say they saved the county $73,000 in 
mowing, cleaning and other costs by ensuring violations are fixed rapidly by owners.66 

Los Angeles performs inspections on all rental properties. Los Angeles adopted its Systematic Code 
Enforcement Program in 1998, calling for rental properties to be inspected regularly (at least every 
five years), and immediately staffing up with additional housing inspectors. The program was initially 
funded with a $1 per unit monthly fee, which can be passed on to tenants; this has since been 
raised to $2.27. To complement inspections, the city created a loan program to help small apartment 
owners finance repairs. The city of Los Angeles also increased its legal resources dedicated to code 

enforcement.67 

Atlanta increased its inspection capacity by recruiting citizen help. Atlanta's Neighborhood Deputies 
Program trains neighborhood residents to inspect the exteriors of buildings and perform follow-up 
inspections to ensure code violations have been corrected. If the owner does not remedy the problem, a 
Bureau of Codes inspector is called out to inspect an9. issue appropriate citations. Each citizen volunteer 
is given eight hours of training.68 

2. Require property owners to register. Registration and licensing requirements give a municipality the ability 
to quickly and accurately identify the responsible parties for a property. More than 200 jurisdictions across 
the United States require an owner to register a vacant property.69 

Allentown, Pa., amended their registration law to impose liability on the local agent. For years, 
Allentown required an absentee owner to appoint a duly authorized agent who was responsible 
for accepting service of process but had no legal exposure for property conditions. Now, the city's 
Property Rehabilitation Code defines the local agent as identical to the property owner in terms of legal 
responsibility. This has allowed the city to start taking legal action against agents representing absentee 
owners of properties with accumulated code violations. The city's magistrates have imposed fines on 

these agents to compel code violation correction.70 

New Haven} Conn., passed an ordinance in 2009 requiring banks and other institutions foreclosing on 
local properties to register the properties with the city by April 21, 2009 (90 days after the ordinance 
went into effect) or face fines of $250 per day. Absentee landlords have been required to register with 
the city of New Haven since 2006, but with bank foreclosures skyrocketing to four times what they were 

in 2005, the city shifted its focus to banks.71 

Some jurisdictions are avoiding registration paperwork by requiring that all mortgage loans be 
registered with the national Mortgage Bankers Association's Mortgage Electronic Registration System 
(MERS). This national database can be used to search for all ownership interests in a mortgage and the 
relevant lender. MERS does not register cash deals. The MERS registry can be found at WW1Af.mersinc.org. 
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3. Pass state or local laws that impose fines and criminal penalties for repeat property maintenance code 
offenders. States that have been struggling with high rates of abandonment and vacancy for years now have 

passed laws deeming it a crime to leave a house in a nuisance condition after repeated notice of code violations. 

Pennsylvania made it a misdemeanor to fail to correct repeated property maintenance code 
violations. The 1998 Pennsylvania Housing Code Avoidance Amendment deems it a misdemeanor of 
the second degree when a person is convicted of four or more violations of the same subsection of the 
property maintenance code without any reasonable attempt to Correct the violation and the violation 
poses a threat to the public's health, safety or property." The law imposes a fine of up to $5,000 and 
imprisonment of up to two years. The law states that a person commits a misdemeanor of the first 
degree when the offense is based on five or more convictions and all conditions above apply. The 

penalty is a fine of up to $SPoo or imprisonment for up to five years. 

4. Impose an obligation on purchasers of distressed property to rapidly bring their property up to code 
after purchase. Make clear to purchasers of homes with substantial code violations that the clock has started 
and they are under an obligation to quickly fix up their "fixer upper" or they will be fined. The goal is to 
discourage owners from either buying properties and mothballing them until the market shifts or renting 
them out in substandard quality in hopes of making a quick profit. 

Pennsylvania requires purchasers of a building with substantial code violations to bring the structure 
into code compliance within one year of the date of purchase. If the owner fails to comply, the owner is 
personally liable for the cost of maintenance, repair or demolition and a fine of $1,000-$10,000.73 

5. Enforce and enhance nuisance-abatement laws. State law typically gives municipalities the authority to 
enter a property that is causing harm to public health and to abate or correct the condition creating the 
nuisance. The cost of doing so can then be imposed on the property in the form of a lien. 

In St. Paul, Minn., Vacant Nuisance Building Procedure allows the city to abate a nuisance property 
through demolition or other means if the owner does not take action within a specified time after an 
inspector cites the violation. A public hearing will be held prior to action being taken. After the public 
hearing, the City Council may order demolition, give the owner more time to make repairs, or take other 
abatement action. Costs of the demolition or other abatement are assessed to the property owner.74 

Ohio, New York and New Jersey have made it easier to obtain repaymentfor repairs performed to cure 
a nuisance. Ohio allows a municipality to add to real estate taxes the cost of repairs to abate a nuisance. 
New York allows a municipality to sue the owner of the property to obtain costs incurred in demolishing 
a building. New Jersey gives the municipality the ability to go after the other assets of the owner to cover 
repair or demolition costs.75 

6. Coordinate with prosecutors, municipal attorneys and judges to aggressively enforce relevant state and 
local codes. Just because the law is on the books doesn't mean that it is being adequately enforced. Property 
maintenance code violations are typically not viewed as important enough to warrant a prosecutor's or city 
attorney's attention. An effective regulatory framework can only be enforced by mobilizing all aspects of the 
civil and criminal justice system. 

Dallas community prosecutors work with code enforcement officers to enforce city codes and prevent 
and abate nuisances on private property. Their partnership activities include tracking down legally 
responsible parties, determining whether to file a case in civil or criminal court, and assessing fines and 
penalties. This focuses aggressive enforcement on blighted properties and other substandard structures 
that serve as breeding grounds for crime. The partnership has been so effective that Dallas sought and 
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received grant funding for three full-time code enforcement officers who work exclusively with Dallas' 
community prosecutors.?6 

St. Louis established a Problem Property Court, dedicated to cases of derelict properties. A judge was 
appointed to achieve res toration or sale of as many of the problem properties as possible. Warrants are 
served on problem property owners; when necessary, officers arres t the owner in order to ensure their 
appearance. The goal is for every owner of derelict property within the ci ty to be held accountable for 
his or her properties.?7 

Regulations that apply to vacant residential properties. 

Vacant properties require special attention within a municipality's framework of laws and regulat ions because of 
the negative impact they impose on the neighborhood. While municipalities must aggressively moni tor vacant 
properties to ensure there is a clear plan fo r rehabi litation, occupancy and maintenance, it also must strike a 
delicate balance when regulating vacant properties to avoid draconian requirements that will cause owners 
to walk away and permanently abandon the property or make it prohibitively expensive for a home buyer to 
purchase a foreclosed property in the jurisdiction. 

I. Require the owner to set and keep a timeline for the rehabilitation and reoccupation of a vacant property. 

Minneapolis will enter into a restoration agreement with owners of vacant or condemned properties 
and waive its Vacant Building Registration f ee (see below) if the property is brought into code 
compliance within six months. The city requires a code compliance inspection before beginning 
rehabilitation or selling the property as we ll as a $2,000 deposit before any building permits are issued. 
The deposit is forfeited if the owner fails to rehabilitate the property within six months or nine months 
with an extension. A property found boarded fo r more than 60 days will be condemned and placed on 
the city's Chapter 249 list that allows the city to demolish the building as a nuisance. 

Redlands, in San Bernardino County, Calif, requires anyone buying a foreclosed house to meet the city's 
maintenance standards within a month. It sets fines of up to $I ,(X)() per day and/or as much as six. months 
in jail as penalties and also provides a process for notice of violation, a remedy period and an appeals 
process.78 

In San Diego buyers of vacant structures must submit a statement of intent to bring the property into 
productive use. The statement of intent must include: (1) expected period of vacancy; (2) a maintenance plan 
for the vacancy period; and (3) a plan and timeline for the lawful occupancy, rehabilitation or demolition 
of the structure. Failure to submit a statement of intent is considered a misdemeanor, and the penalty for 
failure to abide by the timeline is $250 for every 90 days the structure remains vacant.19 

2 . Charge vacant property fees to finance municipal tasks associated with vacant properties. 

St. Louis charges a fee every six months a pmperty remains vacant. Owners of a vacant house must pay 
a $200 surcharge every six months; a bill in the Missouri Senate might raise that to $500. While the anti
vacancy efforts are yielding positive results, it still requires code enforcement officers to physically go 
out and inspect every house.So 

Under the Minneapolis Vacant Building Registration (VBR) Program, owners must register vacant 
properties and pay a f ee of $6,360 per year on each property for as long as it remains vacant. To 
encourage the rehabilita tion of buildings, the ci ty allows this fee to be held in abeyance fo r six months 
as long as the property owner is rehabilitating the property and meeting other conditions in the 
Restoration Agreement.8l 
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3. Require vacant property owners to register with the city and obtain an authorized local agent. 

Chicago requires all owners of vacant buildings to register the building with the city within 30 days of 
the vacancy and amend the filing within 20 days of any change in the registration information. The owner 
must also provide the name of an authorized agent with an office or residence in the county for receipt of 
notices of code violations. The city can impose a fine of up to $500 per day for failure to register.52 

4. As a condition of sale, require sellers and buyers to guarantee the city that the vacant building will be 
brought up to code and occupied. 

St. Paul, Minn., imposes requirements for the sale of registered vacant buildings. Owners of vacant 
properties that are declared a nuisance must make improvements before they can sell the property. 
Owners of vacant properties that are secured but deemed uninhabitable must submit a code compliance 
inspection report, an estimate from a licensed building contractor to complete the code compliance 
repairs, a signed statement by the buyer giving a date or a timeline for the completion of all the code 
compliance work and proof of financial capability to complete the required work. Real estate agents 
have claimed that since these rules were passed in 2008, they have complicated the purchase process, 
made it difficult for homebuyers to afford the vacant properties and fix them up over time, and left 
many vacant properties owned by banks in limbo because the banks refuse to invest additional dollars 
to prepare them for sale.83 

5. Require vacant property owners to maintain liability insurance. 

Chicago requires vacant property owners to maintain liability insurance coverage of at least $3°0,000 
for residential properties. The liability insurance policy must contain provisions for notice to the 
Commissioner of Buildings if the policy lapses or is canceled.84 

6. Establish or utilize a housing court to hold unresponsive absentee owners accountable. 

Cleveland Housing Court fines absentee owners who fail to appear. Cleveland's lone housing judge, 
Judge Raymond Pianka, routinely finds absentee owners with vacant and dilapidated housing in 
contempt of court when they fail to appear in response to a summons, and fines them $1,000 a day until 
they appear before him.8s 

In Buffalo, N.Y., lenders, owners and others who have "control" over the premises face sanctions in 
housing court. If those sanctioned ignore summonses for code violations, Buffalo's housing court enters 
default judgments against them, imposing fines of up to $15,000. A lien is placed on the property for 
the fine amount; the lien's existence prevents the lender from buying or selling properties in the area or 
seeking the court's assistance to evict tenants.86 

7. Authorize a receiver to rehabilitate or demolish a property when the owner of a dilapidated building is 
unresponsive. Receivership offers an effective method to gain control of a property that negatively impacts 
the surrounding neighborhood. Receivership laws differ, but typically a local government issues a citation 
to the owner. If the owner fails to bring the property up to code, the local government asks the court to have 
a receiver appointed, often either the local government itself or a CDC or management firm, to restore the 
property to code. The receiver restores the property and places a lien on the building to pay for the repairs. 
Since there must be sufficient equity in the property to pay back the lien at sale, receivership works best in 
moderate or strong markets. 
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New Jersey's Abandoned Property Rehabilitation Act expanded receivership powers in 2004. If the 
property owner fails to submit a realistic plan to quickly rehabilitate an abandoned property, the court 
can appoint an "entity in possession" to expedite rehabilitation. Repairs can be funded through loans 
or state grants, and the value of any loan becomes a lien on the property. If the owner does not pay to 
regain possession of the property, the court can order the sale of the property at fair market value with 
the proceeds going toward the various liens on the property and providing a development fee to the 
entity in possession; any remaining proceeds go to the owner. 

8. Hold lenders responsible for maintaining the property and selling it through a responsible process. 

The city of Cleveland prevailed in a case against Wells Fargo Bank for the bank's neglect to maintain 
and secure bank-owned foreclosed properties and for selling houses at low cost to speculators. The 
Cleveland lawsuit charges that lenders are creating a public nuisance by neglecting foreclosed homes 
they own, then unloading thousands of them at sale prices of $lpOO or less to speculators. The suit 
charged that the bank is responsible for causing property values to sharply decline. The lawsuit resulted 
in a judgment against the bank, which is currently under appeal. It requires the bank to fix up or 
demolish all of its substandard homes and to post a million-dollar bond, essentially the cost to demolish 
100 homes, before it sells deeply discounted houses. 

Chula Vista, Calij., implemented an Abandoned Property Registration Program to hold lenders 
responsible for property maintenance and security. Chula Vista requires lenders by ordinance to act on 
the "abandonment and waste clause" within typical mortgage contracts that gives lenders the authority to 
enter vacant abandoned property in which they hold a beneficial interest and requires them to secure and 
maintain the property against vandalism and deterioration. Chula Vista also requires lenders to register 
the property with the city (and pay a $70 fee), hire a local property management company to maintain it, 
and post their name and contact number on the property. There are significant fines for noncompliance.s7 

The city has issued a total of $1.3 million in fines to date. Recently a group of lenders and businesses have 
protested this tough stance, arguing that it is driving away new business.88 

9. Raise vacant-property owners' property tax. 

Louisville, Ky., requires owners to pay triple the amount of their normal property tax bill if buildings 
have been unoccupied for at least one year and are unsanitary, not properly boarded, vennin-infested 
or unfit for human habitation. Several banks and investment companies are appealing their property 
tax bill stating that they are not the legal owners of the vacant property'9 

10. Give neighbors the vacant-property owner's contact information so they can communicate directly 
with each other. 

Chicago requires the owner of a vacant property to post a sign with the name, address and telephone 
number of the current owner (or the agent for the owner) in a conspicuous location on the building. 
This allows the owner to be identified and held accountable by the city and by neighbors harmed by 
the property"o 
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Regulations that apply to rental properties. 

Residential rental property is an important part of any community's housing mix. It provides housing opportunities 
to younger residents, seniors, households that face foreclosure and workers looking for affordable alte rnatives. 
Residential rental property can, however, present a challenge to neighborhoods and local governments if it is not 
well maintained and managed. Dallas, Texas, and Columbia, S.c., passed new laws in the past year to address the 
poor cond ition and neighborhood impact of rental properties owned by absentee landlords. 

1. Establish rental registries or a rental license requirement: A municipality can more successfully monitor 
and enforce rental property regulations by requiring landlords to register their property, provide the 
responsible owner's full name and primary address, and identify a local agent who can accept no lice of code 
violations, subpoenas or summons. Charging a fee to register a rental unit as a rental property or requiring 
landlords to obtain a license in order to rent a property can help to ensure landlords keep these properties 
in appropriate condition. A registration is merely signing onto a list; a rental license means that if standards 
are not maintained, the owner's rental license can be revoked. The leverage of possible license revocation 
can be an important tool in getting compliance with property maintenance standards and other license 
requirements, especially by hard-to-reach absentee landlords.91 

In Allentown, Pa., the revocation of a rental license associated with one property or unit will trigger 
the inspection of all other properties or units to ensure the entire portfolio of properties meets 
city code requirements.92 

In New Jersey, if a landlord is not duly registered} the owner is unable to use the court system 
to evict a tenant.93 

2. Adopt a rental-housing inspection ordinance that requires an inspection at the time of sale or change of 
tenant. If regular and routine inspections of rental properties are required, the owner and property manager 
are more likely to maintain the property in better condition. 

Boston requires that property owners get newly rented apartments inspected prior to or within 45 days 
of rental and certified by the Housing Inspection Division. Failure to comply wi th this requirement is 

punishable by fines of $300 per month.9' 

Sacramento, Calif., has initiated a Residential Rental Housing Inspection Pilot Program in 
"deteriorating neighborhoods." Formerly, a ci tizen complaint was needed to initiate act ion; under 
this program, the city's building inspectors conduct door-to-door inspections of property main tenance 
violations in designated areas. They survey rental properties for interior and exterior code violations and 

issue corrective notices. 

3. Work with local housing authorities or HUD to enSUI'e Section 8 rental property owners keep their 
property in good repair. The local housing au thority is responsible for approving and annually inspecting 
properties that participate in the Section 8 Housing Choice Voucher Program. The housing authority can 
revoke the owner's participation in the program if they fail to pass housing inspections. HUD can conduct an 
audit to ensure that housing authorities are meeting mandated housing quality standards, and has recently 
done so. In 2008, HUn audited the Housing Authority of Baltimore City and found that 57 of 59 housing units 
they inspected were in a state of disrepair. The agency ordered the Housing Authority to implement adequate 
procedures and controls to ensure that in the future, program units meet housing quality standards.95 

There are two primary tactics that communities can take to improve regulation of Section 8 units, depending 
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on the willingness of the housing authority to partner to achieve this goal. When the housing authority 
is a willing partner, communities can work together to rationalize their approaches, develop cooperative 
inspection mechanisms to meet standards of conformity and build a shared understanding of their purpose. 
When the housing authority is not a willing partner, communities can get HUD involved to conduct an audit. 

In South Carolina, the city of Aiken and the Aiken Housing Authority have formed a partnership to 
inspect rental properties that receive Section 8 money from the U.S. Department of Housing and Urban 
Development in order to improve housing standards.96 

In California, the Housing Authority of the City of Long Beach performs a series of inspections on Section 
8 properties to ensure that each property meets housing quality standards, including initial inspections 
before a lease can be signed and the participant can move in, annual inspections, reinspections for 
properties that need corrective actions and special inspections in response to complaints.97 

4. Offer tax abatements for property investments in distressed neighborhoods. 

Cincinnati offers a residential tax abatement for real property improvements. The renovation 
abatement is 100 percent of the property's increased value, up to a market value of $283,250 for a 10-

year term. For example, if the owner of a $75,000 home makes $25,000 in improvements, the owner is 
only responsible for taxes based on the home's value prior to improvements for a period of 10 years.98 

s. Charge a sales tax on rents. Loss of property tax revenue is a key concern for communities facing the 
transition of neighborhoods from majority owner occupied to majority rental. While this revenue issue does 
not directly impact the appearance or safety of rental properties, it does impact the resources a community 
has to enforce the property maintenance code or to perform maintenance where necessary for the viability 
of the neighborhood. Charging a sales tax on residential rents provides a replacement revenue source. 

Phoenix charges a sales tax on residential rents. The city of Phoenix requires owners of residential 
rental properties to obtain and maintain a privilege (sales) tax license. All amounts paid by the renter to, 
or on behalf of, the owner are taxable, including utilities, unreturned deposits and pet fees.99 

6. Adopt a Smart Rehabilitation Code to bring down costs of renovation. 

New Jersey, Maryland alld New York adopted Smart Rehabilitation Codes to bring down the cost and 
complexity of rehabilitating older housing. The smart code adopted in New Jersey, Maryland and other 
jurisdictions ensures an older home is safe but does not require it to meet the dimensional or materials 
requirements of new construction. In New Jersey this spurred a dramatic jump in rehabilitations. 

Avoiding Potential Pitfa lls: Lessons Learned from Unsuccessful Efforts 

No one approach will fulfill the needs of each city or town. Meeting the challenges of investor ownership will 
require innovation and experimentation. It is important to explore local government's ability to implement any new 
law or policy and the potential consequences before putting a new law on the books. New legislation or regulations 
can sometimes add a layer of bureaucracy without having a significant impact on owner behavior or may serve only 
to encourage investors and homeowners to avoid a community. Below are examples where a city announced a new 
law and subsequently determined that they did not have the information, resources or legal authority to effectively 
implement the new policy, or that the law inflicted too much burden on local government for too little gain. 
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A new Miami-Dade County ordinance requiring owners of foreclosed properties to obtain a certificate of use 
before transfer or sale proved ineffective. Under the ordinance, before issuing a certificate of use, the county 
Department of Planning & Zoning must inspect the property and prepare a report that states whether the 
residence complies with all building and zoning codes and if not, what the cost will be to remedy or repair code 
violations. An evaluation over the ordinance's first few months showed that it added extra cost and bureaucracy 
and didn't really help to protect buyers or neighborhoods. In addition, lenders in some situations were unable 
legally to enter the property to cure violations, but still incurred penalties imposed by the county.lOO 

New York City passed an absentee landlord supplemental tax but couldn't identify the absentee owners 
in order to enforce it. In 2003, the Bloomberg Administration announced a new city property tax 25 percent 
surcharge on absentee landlords who rent out one- to three-family homes. The goal of the surcharge was to 
ensure absentee owners did not benefit from lower property taxes designed to encourage homeownership. 
The city's Finance Department, however, had such trouble figuring out who the city's absentee landlords 
were that Mayor Michael Bloomberg decided that the tax was too much trouble. 

Worcester, Mass., passed a rigorous registration law for vacant and abandoned buildings, but absentee 
owners failed to register. The law requires an owner to register their building with the City Office of Code 
Enforcement if they know, or reasonably should know, that their building is becoming vacant. The owner is 
also required to supply a plan for the building, depending on whether it is to be demolished, remain vacant or 
restored to appropriate occupancy. The city of Worcester charges $250 to register a single home or up to three 
units of a multifamily building. An owner must renew the certificate and pay a $125 fee in six months if 
the building remains vacant. The problem is that owners are not registering, and they can't be found. In 
addition, sometimes by the time an owner is found, the building has already passed to the next owner. The fees 
also caused some owners to abandon their buildings. lol The Boston Globe recently found that the city of Boston 
has a similar problem, one in four of the 1,566 properties that entered the foreclosure process not registered. lo2 
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INVESTOR OWNERSHIP IN THE TWIN CITIES 

Minneapolis and St. Paul are mixed markets that have had strong appeal for investors due to stable appreciation 
over the last 10 years and significant numbers of available properties with low price tags compared to their 
assessed value just last year. Compared to Cleveland, Detroit and other weak market regions, the Twin Cities' 
stronger housing market has helped the region reduce its inventory of foreclosed properties. But there are also 
wide variations in the housing market conditions of neighborhoods hardest hit by foreclosures and vacant 
propert ies. In North Minneapolis, a marketing campaign and a host of homeownership incentives have 
successfully increased demand for distressed properties from would-be homebuyers. In 2008, home sales nearly 
doubled in the community, according to the Minneapolis Area Association of Realtors. But in the Payne/Phalen 
Lake neighborhood on St. Paul's East Side, which includes the zip code with the second highest foreclosure rate in 
the state of Minnesota, there are many vacant properties and currently no viable market for homeownership. 103 

Neighborhood groups working in both places, as well as other community leaders, are concerned about the flood 
of investors who are entering the real estate market and quickly buying up foreclosed and vacant properties. While 
some investors are contributing to neighborhood stab ilization by fixing up homes in disrepai r, others are using the 
business models described in the previous section that put tenants and neighborhoods at risk. The predominant 
investor business model causing concern among neighbors is investors buying low and renting the property out to 
tenants with few alternatives, without repairing or even maintaining the home. The following case study describes 
some of the major incidents that have caused concern and the actions that are being taken to address the issue. 

A New Wave of Flippers The TJ Waconia Scam 

Residents and neighborhood groups are often the best monitors of neighborhood change. In December 2005, 

staff members at the Folwell Neighborhood Association in North Minneapolis spoke to Roberta Englund, the 
organization's leader, about a phenomenon they were observing in the area. An investor was apparently buying 
up dozens of single-family homes in the neighborhood and converting them to rental properties, at a fast 
enough clip to hint ?f fraud. To understand what exactly was happening, the group began an intensive data 
collection project, surveying ownership patterns and property conditions in the neighborhood. In early 2006, the 
Family Housing Fund provided the Northside Home Fund (NHF) with $125,000 to support this investigation. 
The collaboration examined Truth in the Sale of Housing documents (see description on page 34), repai r/ 
improvement permits, rental licenses, mortgage broker and lender licenses, and appraiser licenses. 

Through this extensive research and close observation of neighborhood properties, they recognized TJ Waconia's 
pattern. The investment firm was buying properties in North Minneapolis and selling them quickly at inflated 
prices ($20,000 to $60,000 more than market value) based on their own comparables to straw buyer investors 
to whom they fronted the money. The inves tors were told they would receive $2,500 at closing and additional 
payments after two years when the firm would repurchase the property. The firm then rented out the properties, 
but failed to make mortgage payments. The Ponzi-like scheme relied on new purchases of properties, since the 
rental income on the properties covered only half of the payments owed to investors for their mortgages. Over three 
years, TJ Waconia purchased 141 properties in North Minneapolis (and another 21 properties across the region). In 
North Minneapolis, 108 of the homes ended up vacant and 89 were foreclosed upon.l 04 

The community group and the NHF tracked the investors' movements so closely that they could actually predict 
what property they would buy next. For a year and a half, they organized other community groups and residents, 
pressing for enforcement against these investors who were destabilizing their neighborhood and leaving tenants 
in precarious situations as these homes headed into foreclosure. Meanwhile, the neighborhood was experiencing 
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a dramatic rise in foreclosures, and the community began implementing a host of activities - from the 
neighborhood level to the regional and state level- to prevent additional homeowners from losing their homes, 
and to deal with properties that were foreclosed and distressed. 

Taking a Legal Approach: Sending a Message to Predatory Investors 

In early 2008, the city of Minneapolis took specific actions against TJ Waconia. In February, the City Council 
revoked a rental license for 45 of the properties. In April, the city, the Folwell Neighborhood Association, McKinley 
Community, Webber-Camden Neighborhood Organization, Family Housing Fund, Greater Metropolitan Housing 
Corporation (GMHC) and local residents joined in a lawsuit against the investors for violating housing codes 
and harming renters, homeowners, community groups and the city. The plaintiffs sought to gain control of the 
properties under the Minnesota Tenant Remedies Act, and to recover monetary damages under the Minnesota 
Prevention of Consumer Fraud Act. Federal prosecutors also charged the firm with fraud. 

The court cases successfully brought the inves tors to justice. In April 2008, the district court appointed a receiver 
to manage TJ Waconia's 141 North Minneapolis properties, who assigned the respons ibi li ty to the GMHC, a 
nonprofit with a strong record of rehabbing and managing properties. A year later, the pair of investors were 
sentenced to federal prison for seven and eight years, and ordered to pay restitu tions Of$ 11.7 million. The homes 
they had bought are now being rehabbed and returned to the market: the first one went into the City of Lakes 
Community Land Trust and was bought in June 2009 by a 26-year-old first-time homebuyer, Jackline Mukibi, who 
is originally from Uganda. 105 GMHC staff describe additional homes involved in the scan coming back alive again 
as welL 106 The case showed that the city, nonprofits. neighborhood groups, and residents could effectively work 
together to take action on this issue. 

Ongoing Challenges With Investors 

The TJ Waconia case was a landmark, but this was not the only investor who was wreaking havoc on 
neighborhoods in Minneapolis and 51. PauL According to estimates from staff members of city agencies, 
approximately 50 to 60 percent of foreclosures in North Minneapolis and the East Side of St. Paul have been on 
investor-owned properties. Communities believe most of the damage is being done by a few large-scale investors, 
rather than many "mom and pop" operations. 

In Minneapolis, several investors with multiple properties have been targeted as bad actors by community groups. 
neighbors and the city. In March 2009, the city revoked 17 rental licenses of an investor, Danna D. Investors LLC, 
that purchased 30 properties in the city, almost ail in North Minneapolis, with plans to buy up to 300. Twenty of the 
investor 's properties were in foreclosure.107 In August, a local blogger on real estate and community issues posted 
"slumlord maps" of 107 North Minneapolis properties owned by four unscrupulous landlords. \08 There have also 
been cases where investors are luring new tenants through fake contract-for-deed agreements. 

Rapid Conversion of Sing le-Fami ly Owner-Occupied Homes to Rentals 

Minneapolis communities are concerned about the role of these investors in the rapid conversion of single-family 
owner-occupied homes to rental properties. While the data are not exact (a change in state law lowered the tax 
burden on Single-family rental homes and in 2001 has led to fewer homeowners registering for homestead status), 
there appears to be a major increase in non-homesteaded properties in North Minneapolis (see Figure 4, page 29). In 
the Jordan neighborhood, the number of non-homesteaded properties has tripled since 2001, and in the Folwell and 
McKinley neighborhoods it has doubled. Recognizing the issue, the city began charging a $1,000 fee in March 2008 
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Figu re 4. Homestead Properties in North Minneapolis, 2000 and 2008 

----.. : . 
~--

, '.-. 

-, 

Homesteaded Properties 
2000, Single Family 

-;::.-', .-
0':--· .,. 

--

Homesteaded Properties 
2008, Single Family 

,' -
~ 

Homestead StatU$ 

Source: City of Minneapolis 

to pay for inspections for converting ownership to rental housing. Despite the fee, conversions have not slowed. 
There were twice as many conversions as expected in the 10 months following the new fee, a total of 765.110 

Section 8 Concerns 

Communities are also concerned about a business model being used by some landlords: seeking out tenants with 
Section 8 vouchers to live in single-family homes that are in disrepair and not up to code. Voucher holders are a 
certain source of rent checks for landlords, and because of the lack of affordable rental homes in the suburbs, voucher 
holders are often limited in their housing search to distressed urban neighborhoods. A 2008 survey of the acceptance 
of Section 8 vouchers in the suburbs of Minneapolis found that landlords responsible for more than half of the 
rental units that qualify for the program refuse to accept voucher holders as tenants. And, the need for more housing 
assistance is growing: More than 12,000 Minneapolis households applied for Section 8 vouchers in June 2008 while 
only about 30 new vouchers come online each month. Statewide, the average wait time to receive a voucher is seven 
years.1l3 

Local public housing authorities administer the voucher program and are responsible for inspections to ensure 
that the units are habitable and maintained. But there are tensions within this responsibility: These inspectors 
are working with families who might be or become homeless if they do not access housing. The imperative to 
find them housing may override concerns about the conditions of the properties. 
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Some community groups are concerned that this new business model will concentrate, or reconcentrate, poverty in 
neighborhoods that were becoming stronger before the housing crisis. Analysis of data on Section 8 properties in 
Minneapolis by ward shows a 2S percent increase in Section 8 vouchers in North Minneapolis' 3rd and 4th wards 
between 2005 and 200<), while the 5th Ward remained stable but still has the highest number of vouchers of any 
ward. 114 

Investors in St. Pau l 

City officials and community groups in St. Paul are also concerned about investor ownership, but the situation 
has its own nuances. Large-scale swindlers such as TJ Waconia have not yet surfaced, and so far the investor 
activity seems to be most intense for neighborhoods near the planned University Avenue light-rail line. City 
officiaJs are seeing an increase in investor purchasing at sheriff sales, and putting post-it stickers on the doors of 
homes in the Frogtown neighborhood offering to buy their homes if they are in trouble. 115 

Other neighborhoods not near the transit line, but hit hard by foreclosures and vacancies, such as Payne/Phalen 
Lake, are also concerned about investors. Staff at the East Side Neighborhood Development Corporation see many 
transactions occurring, but don't yet have a handle on what is happening. The neighborhood has a diverse housing 
stock, which is being split: The best of them are cherry-picked by investors, and the worst of them are demolished 
through the city's Neighborhood Stabilization Program efforts. The group is conducting property research and 
recently brought on a University of Minnesota graduate student as an intern to investigate the issue. IIG 

The city of St. Paul has not taken bad investors to court, but is attempting to use the threat of a lawsuit to hold 
lenders that own a large portion of the city's vacant properties accountable for their maintenance and repair.117 
In April 2008, the city attorney sent letters to the six institutions holding the most abandoned properties, and 
they are now negotiating abatement and cooperation agreements with Wells Fargo, U.S. Bank, Deutsche Bank, 
HSBC and Chase. In early 2009, the city formed a working group with city attorneys in other cities such as 
Baltimore to form a "National Multi-City Litigation Working Group on Foreclosures" to coordinate and share 
information about legal strategies to hold lenders accountable. 118 

Implementing Targeted Efforts to Rec laim Foreclosed and Vacant Properties 

Both Minneapolis and St. Paul are forerunners in developing innovative strategies to deal with the challenges of 
the foreclosure crisis. Each city has a targeted effort underway to take control of foreclosed and vacant properties 
using federal Neighborhood Stabilization Program INSP) funds and additional funding sources. 

51. Paul's foreclosed property efforts build upon its targeted neighborhood improvement strategy, Invest St. 
Paul IISP), which began in 2006. The effort, fund ed by $25 mi ll ion from a half-cent sales tax, targe ts four 
neighborhoods (North End, Frogtown, Thomas-Dale, and Dayton's Bluff) for revitalization activities such as 
organizational support and community outreach, rehabilitation, mortgage financing and incentives, strategic 
property acquisition, neighborhood commercial corridor revitalization, and some large redevelopment projects 

Isee Figure 5, page 31). 

The city is using $8.8 million in NSP funds to bolster the ISP activities that are focused on foreclosed 
properties, including: 

Acquisition 
Rehabilitation 
Demolition 
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Figure 5. Foreclosed and Vacant Properties in St. Paul and Targeted Areas, June 2009 
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As of October 2009, the city had acquired approximately 160 properties and sold nine of them. 119 The city 
received $18 million in NSP2 funds to acquire and rehab 300 homes, demolish and land-bank 100 properties, and 
provide incentives for 300 homebuyers to acquire foreclosed and abandoned homes. 

Minneapolis also adopted a targeted approach and is partnering with nonprofits to acquire and rehabilitate 
foreclosed properties in six neighborhood "clusters" highly impacted by foreclosures, with a focus on North 
Minneapolis (see Figures 6 and 7). Activities include: 

Acquisition and rehabilitation of foreclosed properties in target neighborhoods by nonprofit housing 
developers to sell or rent to low- and moderate-income residents. 

Down payment and closing cost assistance to homebuyers who purchase foreclosed properties in targeted 
neighborhoods through the Minneapolis Advantage Program (expected to fund 200 homebuyers). 

Demolition of properties on the Chapter 249 Vacant and Boarded Building list. 

Land banking of vacant parcels. 
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Minneapolis received $14 million in NSPI funds, which are being used to acquire 120 properties, demolish 
200 blighted structures and rehabilitate 175 properties. The Minneapolis Advantage Program has helped 130 
residents buy foreclosed homes, and the city has acquired 112 homes for rehab and 200 for the land bank. The 
city is collaborating with Hennepin County and Brooklyn Park to continue these activities using $19.5 million in 
NSP2 funds and $37.5 in leveraged dollars, expecting to impact an additional 785 properties in targeted areas. 

Each city has multiple additional efforts underway to provide homebuyers with incentives to purchase foreclosed 
properties or gain community control of foreclosed and vacant properties. These include: 

Neighborhood-based homebuyer incentive programs. 

The Take Credit !! First-time Home Buyer Mortgage Credit Certificate Program, which allows new 
homeowners to apply 20 percent of their annual mortgage interest to their federal income tax. 

The Bridge to Success Contract for Deed Program, which offers up to $200,000 in 7.5 percent financing. 
The nonprofits retain title and the buyer makes monthly payments, while gaining access to homeownership 
education and financial counseling. 

Community land trusts (City of Lakes Community Land Trust in Minneapolis and the Rondo Community 
Land Trust in St. Paul) that offer homebuyer-initiated programs to provide financial ass istance so new 
members can buy and repair foreclosed homes that are then incorporated into the land trust. 

Figure 6. Foreclosures in Minneapolis by Ward, Third 
Quarter, 2009 

Source: City of Minneapolis 
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The Home Prosperity Fund, a program of the Family Housing Fund that was established in 2008 to provide 
loans at below market interest rates to community development partners to more effectively respond to the 
foreclosure crisis by stab il izing communities and promoting successful homeownership opportuni ties. The 
Home Prosperity Fund has experienced except ional growth-building a $25 million loan pool within 18 
months through investments by Minnesota Housing, the McKnight Foundation, Wells Fargo, U.S. Bank, TCF 
Bank, Thrivent Financial for Lutherans, and the Pohlad Family Foundation. 

Two Important Innovative Tools: The First Look Program and the Twin Cit ies 
Community Land Bank 

Because of their proactive and innovative work on foreclosed properties, Minneapolis and St. Paul were 
chosen as the pilot sites for the National Community Stabilization Trust's "First Look" program, which has 
since expanded to more than 100 cities nationwide. The program aims to gives communities an edge in the 
competition for foreclosed properties by providing nonprofit organizations and cities with the chance to view 
and bid on foreclosed properties before they are marketed to the public. The Trust (NCST) is a partnership 
between Enterprise Community Partners, Housing Partnership Network, Local Initiatives Support Corporation, 
the National Urban League, National Council of La Raza and NeighborWorks America. The NCST has signed 
agreements with many of the leading national financial institutions, including Bank of America, Chase, Citigroup, 
Fannie Mae, FHA/HUD, Freddie Mac, GMAC and Wells Fargo. 

The pilot began in October 2008, with Mi nneapolis and St. Paul each designating one organization to view First 
Look properties. In Minneapolis, this was the Greater Metropolitan Housing Corporation (GMHC) and in St. Paul 
this was Dayton's Bluff Neighborhood Housing Services, Inc. (DBNHS). The pilot was off to a good start: In zo09 
GMHC viewed 552 properties, made offers on 123 of them, and purchased 48 homes. 

In September 2009, the region gained an important new tool to use in its efforts to acquire, hold and convey 
foreclosed and vacant properties: the Twin Cities Community Land Bank (the Land Bank). This tool was created 
quickly to help the region deal with the glut of foreclosed properties and out-of-town investors who were rushing 
in to buy these homes. Capitalized with $30 million, the mission of the nonprofit subsidiary of the Family 
Housing Fund is to respond quickly and effectively to the challenges and opportunities of the foreclosure crisis 
while furthering the economic development and affordable housing goals of communi ties throughout the 
region. The Land Bank operates according to eight guiding principles that emphasize community engagement, 
affordable homeownership, neighborhood revitalization, and business and economic opportunities. 

The Land Bank set an ambitious goal to acquire 2,000 residential properties in targeted communities for rehab 
or development as sustainable homeownership or rental housing. The Land Bank assumed management of the 
NCST program in Minneapolis and Hennepin County when it began, and is now expanding its management of 
the program metrowide. Eleven cities are already participating, and 13 additional cities and counties are in the 
process of becoming official partners. A new online system has been created to provide its partners with access 
to properties. 

The Land Bank is successfully accessing properties through the NeST programs, which have expanded to include 
occupied rental buildings, buildings with five or more uni ts, and commercial properties. As of Feb. 23, 2010 
they have viewed 1397 properties through the NCST programs, made 315 offers on properties, and purchased 
236 homes. The Land Bank is using additional acquisition strategies as well, including purchasing on the open 
market, negotiating bulk purchases from banks, short sales, and sales of "as isH properties to homeowners using 
HUD's 203 (k) purchase and rehabil itation loan program (described on page 13). 

The Land Bank is also translating its principles into action: Recipients of its loan pool funding, for example, need 
to set goals for community employment and women and minority business entrepreneurs' cont racting. 
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Strengthening Code Enforcement and Property Regu lations 

Both Minneapolis and St. Paul have a strong set of regulatory mechanisms in place to ensure that owners 
maintain their properties. Both cities have recently strengthened these regulations to deal with the challenge of 
foreclosed and vacant properties. The key tools in each city include: 

Minneapolis 

In 2004, the mayor created a Problem Properties Unit located with in the Inspections Division. The unit 
identifies the city's worst properties and develops an action plan to resolve them. The unit seeks to overcome 
challenge of silos - bringing all relevant agencies (housing, police, fire, inspection, services if needed) 
together to take action on problem properties. It also works closely with community groups. The unit tracks 
and manages the boarded/vacant and condemned housing on the Vacant Building Registration (VBR) List. 
The unit operates on a cost recovery model through fees it collects on vacant properties. It has grown from 
six employees to 15 employees. 

The Vacant Building Registration (YBR) Program requires vacant-building owners to register. It charges a fee 
of $6,360 or more per year on each property that remains vacant. The fees were recently tripled to recover 
some of the city's costs associated with their maintenance. To encourage the rehabilitation, the city allows 
this fee to be held in abeyance for six months as long as the property owner is rehabbing the property. 

A property found boarded for more than 60 days wi ll be condemned and placed on the city's Chapter 249 list 
that allows the city to recommend rehab or demolish the building as a nuisance. 

Under their nuisance-abatement process, the city can declare a property a nuisance and order 
demolition or rehabilitation. 

The City requires a Rental Property License for every rental dwelling, and charges annual license fees of $65 
for the firs t rental dwell ing unit and $ 19 for each additional unit in the same building. A fee of $250 (plus 
$20 for each additional unit) is assessed if new owners do not apply for a license. Owners who rent without 
a license are subject to a fine of $500, and a second offense may be grounds for revoking all licenses held 
by the owner. When a rental dwelling license is revoked and the same owner seeks reinstatement of their 
license, the fee is $3,000. 

The city charges a $ 1,000 fee to pay for inspections when an owner-occupied home is converted to rental 
property. In May 2009, the City Council passed an ordinance placing a $450 fee for the inspection of a rental 
property that has a change of ownership in buildings with one to four rental units. 

Truth in Sale of Housing (T1SH) Ordinance requires the seller of a single- or two-family dwelling, town house or 
first-time condo conversion to provide a Truth in Housing Disclosure Report (prepared by a certified evaluator) 
and a Certificate of Approval to the buyer before a purchase agreement is signed. It also requires that a code 
inspections certificate is available when the home is offered for sale. When conducting the conversion rental 
and change of ownership inspections for one- to two-unit buildings, the housing inspector reviews the TISH 
record to determine if there is a buyer's agreement approval certificate to do the required repairs. If not, the 
new owner must complete all TISH orders and address other code violations during the inspection process 
before the rental license is approved. This inspection process has closed a previous loophole. 

The city and the housing authority are in regular discussions about how to align inspect ions. 
The Minneapolis Public Housing Association is also holding workshops for landlords that are new to 
the Section 8 program. 
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St. Paul 

Strategic code enforcement effort requires a comprehensive initial inspection and follow-up permit inspections. 

Buyers must submit a Vacant Building Registration Form within 30 days of purchase. 

Vacant Nuisance Building Procedure allows the city to abate a nuisance property through demolition or other 
means if the owner does not take action within a specified time after an inspector cites the violation. 

Charges an annual registration fee of $1,000 for vacant buildings. The fees were between $250 and $500, and 
the City Council increased the fee to $1,000 in May 2008. 

Vacant Property Ordinance: In 2008, the St. Paul City Council passed an ordinance that requires new buyers 
- whether investors or owner-occupants - to make improvements to vacant homes. There are separate rules 
for properties at different levels of distress. For homes that are unoccupied and deemed uninhabitable 
(category 2, the most common), buyers must submit a plan showing how they will bring the property up to 
code and pay for the work. For homes that have been declared nuisances (category 3), owners must make 
improvements before they can sell the property. 

Requires all one- and two-unit non-owner-occupied residences to register for a Certificate of Occupancy and 
pay a fee of $50 per unit, and renew certification annually. 

Chapter 189 of the St. Paul Legislative Code requires all single-family and duplex homes for sale in the city to 
have a Truth in Sale of Housing disclosure report prepared and available to prospective buyers. 

The St. Paul Housing Authority conducts an orientation and annual training for Section 8 landlords. 
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R ECO MM EN DATIONS FOR TH E TWI N CITI ES 

OUf review of best practices confirms that the Twin Cities is a front-runner in developing new strategies and 
new institutions to stabilize neighborhoods and manage neighborhood change, and that dealing with absentee 
investors whose business models harm neighborhoods is no exception. Minneapolis and St. Paul both have a 
strong and evolving set of tools to get properties into the hands of good stewards and use legal and regulatory 
strategies to promote good property maintenance. 

Given the strong set of tools in place - as well as the current economic situation that prohibits cities from 
spending more on enforcement - it is critical that efforts to deal with irresponsible investors not only leverage 
these tools and strengthen them to have maximum impact, but also integrate strategies for a coordinated and 
comprehensive approach. Key principles to guide this effort include: 

Engage community groups and residents in developing and implementing solutions. 

Build the capacity of mission-driven organizations to act entrepreneurially to successfully compete with 
investors and increase community control over neighborhood change. 

Balance the goal of upgrading rental housing with the goal of increasing the supply of rental housing. 

Engage in an ongoing conversation about the role of homeownership in alleviating poverty and reducing 
social and economic disparities given the foreclosure crisis and housing market conditions. 

Strategies to Consider fo r a Coord inated Approach 

Hold irresponsible investors responsible for property condition. 

1. Strengthen and democratize data systems for monitoring and tracking investors. Gathering information 
about investors currently takes a lot of time and effort. Improving the ability of property data systems 
to describe and analyze ownership patterns would help local stakeholders identify potential problematic 
investors. This would improve the efficiency and effectiveness of foreclosed property strategies, including 
the Land Bank and other city and nonprofit acquisition strategies. It is important that residents and 
neighborhood groups have access to the data and can contribute to this system, since they are often the first 
to recognize problems and take action to remedy them. Some neighborhood groups in Minneapolis have 
already provided leads to Regulatory Services about cases of bad investors that should be pursued. 

2. Focus code enforcement activities on large-scale investors. Key steps include: 

Analyzing ownership patterns to determine the most appropriate trigger for focused code enforcement, either 
the number of properties owned by a single investor or their geographic concentration in specific neighborhoods. 

Establishing the trigger point for inspections. 

Using the registration and property data system to make it possible to identify investors based on this trigger. 

Minneapolis is currently developing a tiered approach to rental housing inspections that will inspect rentals 
owned by problem investors annually, and place w.ell-managed properties on a longer inspection cycle. 

3. Continue using the Tenant Remedies Act when appropriate to press investors to maintain their 
properties and act responsibly. The landmark TJ Waconia case, in which a predatory investor was sued 
under the Tenant Remedies Act, proved that this law can be an effective tool for gaining control through 
receivership of properties owned by irresponsible investors. Minneapolis and 51. Paul can use this legal tool 
as a threat to other investors that the community will not accept such behavior. 
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4. Improve the quality of Section 8 rental properties through greater interagency cooperation on initial 
inspections and ongoing code enforcement between the housing authorities and city regulatory agencies. 
Minneapolis and St. Paul local housing authorities ensure homes ren ted to recipients of Section 8 vouchers 
are safe, habitable, and up-to-code and that landlords are responsible. 

s. Undertake a performance review of the Truth in Sale of Housing policies in place and assess how to 
leverage them to encourage responsible property investment. 

Increase capacity to strategically gain control of foreclosed properties. 

6. Use the new Twin Cities Community Land Bank to strategically acquire foreclosed properties - before 
they are bought by investors. As a private nonprofit funded in large part with philanthropic dollars, the 
Land Bank will have greater freedo m to aggressively pursue opportunities to purchase foreclosed properties 
than public entities and non profits whose funding streams bind them to specific rules and parameters for 
property acquisition. This flexibility may allow the Land Bank to more successfully compete with investors 
who are able to purchase properties quickly and at any point in the foreclosure process. If investors are now 
purchasing properties at sheriff's sales, as has been observed in St. Paul, the Land Bank could also bid on 
properties at sheriff's sales. For the Land Bank to successfully promote equitable neighborhood development, 
it will be important to engage residents and community groups in its governance, ensure public input into 
the Land Bank's activities, and give community groups priority consideration for acquiring Land Bank 
properties in their service area. 

7. Expand /lFirst Look" programs that give homebuyers and nonprofits the first chance to purchase 
foreclosed properties. The Twin Cities is already participating in the NCST's First Look program, but 
the national program does not cover all of the lenders holding foreclosed properties in the region. The 
community should develop agreements with additional lenders to provide homebuyer-occupants and 
mission-driven organizations with the first chance to view and bid on foreclosed properties. They should also 
explore policy strategies or additional mechanisms to further institutionalize this exemplary practice. 

8. Consider adopting a policy that requires vacant-property owners to carry liability insurance. 

Incentivize homebuyers and responsible investors to purchase, rehab and maintain properties. 

9. Maintain the existing incentives for homeowners, which seem to be working, and simplify them. 

10. Require that all landlords receive training, and provide it for free to small "mom and pop" landlords. 
Offer small landlords financial products for rehabilitating their properties. 

Address the displacement of renters in foreclosed properties. 

11. Develop an acquisition and rehabilitation strategy for foreclosed small multifamily rental properties. 
The Twin Cities Community Land Bank and the cities of Minneapolis and St. Paul should target these 
properties for intervention, either to keep existing tenants in their homes (a strategy that Boston Mayor 
Thomas Menino has recently announced pursuing) or to develop stable multifamily rental housing. The state 
Housing Trust Fund and Community Development Block Grant are potential sources of financing. 

Promote housing opportunity throughout the region. 

12. Reduce the concentration of Section 8 Housing in low-income, disinvested neighborhoods. The 
marketing and recruitment of landlords should focu s on increasing new Section 8 homes in communities of 
opportunity that offer residents good schools, public transit, retail and other infrastructure and supports they 
need to live healthy and productive lives. 
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APPENDI X 
Assessment Too l for Ana lyz in g Existing and Potentia l Stra tegies to Prevent Irresponsible 
Investo r Ownersh ip From Ca using Ne ighborh oo d Decline 

This matrix can help communities inventory their current strategies and assess whether there are additional 

strategies and best practices they might consider fu rther. The matrix is filled in for the Twin Cities; other regions 
and localities could use this matrix to assess their own current strategies. 

Approach 1: Encourage homeowners and responsible investors to buy, rehabilitate and 
maintain foreclosed properties 

STRATEGY STATUS IN TWIN CITIES BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

1. Help qualified homeowners 
obtain mortgage financing. 
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Minneapolis: Minneapolis Advantage up 
to S10,OOO (forgivable, interest-free loanl 
toward closing costs, down payment 
or repairs for buyers of foreclosed or 
vacant homes in high~foreclosure areas. 
Minneapolis Home Ownership Program 
up to S30,OOO per home in affordability gap 
financing deferrable until sale of home. Over 
a dozen neighborhood-based funds such 
as Hawthorne Advantage (average $5.000), 
City of lakes Community land Trust (ClCm 
HIP Affardabifity grants - $25,000-$65,000 
toward purchase and rehab of elT property, 
HIP Reflab Grant up to $25,000 for rehab, 

St. Paul: Heroes First-time Home Buyers 
loan Program up to $15,000 (forgivable, 
interest-free loan) for down payments or 
mortgage payments for public servants 
(e,g" firefighters, teachersl, Pahfad 
Foundation Homebuyer Assistance Program 
deferred loans up to $8,000 for down 
payment and closing cost assistance. 
Rondo Community Land Trust Purchase 
Price Write Down Grallt up to $15,000-
$25,000 in grant money, 

Both Cities: Minnesota Housing 
Homeownership Assistance Fund (HAF) 
up to S5,OOO for down payment and closing 
costs, HOME Homeowner Entry Loan 
Program (HOME HElPI deferred interest
free loan, 70 percent forgivable. 
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There are many similar programs being 
implemented across the country but we did 
not find any innovations not already in place 
in the Twin Cities. 

U.S. Department of Housing and Urban 
Development offers a 203(kl FHA loan that 
finances both a home's purchase price and 
the amount needed to complete the repairs 
and improvements. 



Approach 1 (CONT.) 

STRATEGY I STATUS IN TWIN CITIES I BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

2. Offer tax credits to new State of Minnesota: Homestead Property Georgia: Three~year tax credit for purchase 
homeowners. Tax Reduction Program up to $304 per yea r. of a single-family home (the value is 

the lesser of $1 ,BOO or 1.2 percent of the 
Both cities: Take Credit!! First-time Home purchase price). 

Buyer Mortgage Credit Certificate Program 
allows new home owners to apply 20 
percent afth eir annual mortgage interest to 
their federa l income lax. 

Nationwide: $8,000 Federal First lime 
Homebuyer tax credit 

3. Partner with nonprofits to Minneapolis: Funds GMHC and other Sarasota. Fla.: Offers non profits $10,000 for 
build affordable housing. nonprofits to acquire, rehab and sell 175 every forec losed home acquired, fixed, and 

properties under NSP1, goal of 285 under sold or rented to income· eligible families. 
NSP2(pending). 

SI. Paul: Funds Dayton's Bluff CDC to 
acquire, rehabi litate and selt properties. 

4. Provide nonprofit lease- Both cities: Bridge to Success Contract Cleveland: Cleveland Housing Network 

purchase and contract for for Deed Program administered by GMHC has operated a successful lease-purchase 

deed models. and Dayton's Bluff, offers up to $200,000 program for low·income residents 
in 7.5 percent financing. The nonprofits since 1981 that is financed by Low 
retain title and the buyer makes monthly Income Housing Tax Credits. Homes are 

payments. rehabilitated and then rented to a lessee 
who receives home maintenance training. 

5, Encourage private developer Regional: The Twin Cities Community Land Sacramento, Calif.: Offers no·interest loans 

rehabilitation. Bank helps for· profit developers (as well as and a $30,000 fee to developers (with an 
non profits and local governments) purchase emphasis on those who are mission·driven) 
REO properties at a discount before they who buy and rehabilitate vacant homes 
are publicly offered for sale, and offers before selling to low· or moderate·income 
finanCing for acquisition and rehab. fami lies. 

6. Provide potential agents Minneapolis: Under NSP, non profits Boston: Boston Home Center, a division 

and homeowner buyers the evaluate distressed properties and inform of Boston's Department of Neighborhood 

opportunity to tour foreclosed real estate agents about homes ill move-in Development, sponsors trolley tours of 

properties. condition. foreclosed properties, and workshops on 
purchasing foreclosed property and buying 

St. Paul: Has taken potential homebuyers homes that need work. 

on tours of foreclosed properties in Invest 
St. Paul neighborhoods. 
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Approach 1 (cont.) 

STRATEGY I STATUS IN TWIN CITIES I BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

1. Provide training or financial 
assistance to landlords, with 
a focus on "mom and pop" 
landlords. 

SI. Paul: In February 2009, passed 
ordinance requiring renta l property owners 
to attend the Minnesota Crime-Free 
Multihousing Program. 

Chicago: The Community Investment 
Corporation offers low-cost loans, technical 
assistance, and a property management 
training program to landlords. Its Troubled 
Buildings Initiative, a partnership with the 
city, helped rehab 178 bui ldings with 3,550 
units between 2003 and 2008. 

Portland. Ore.: Eleven-year-old landlord
training program offers a free, eight-hour 
training on property management, applicant 
screening and agreements. 

Approach 2: Work to strategically gain control of foreclosed properties 

STRATEGY I STATUS IN TWIN CITIES I BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

1. Purchase and rehabilitate Minneapolis: $25 million Strategic los Angeles: Restore Neighborhoods 
individual properties and Acquisition Fund to allow a nonprofit LA., a holding company to swiftly acquire, 
resell them to homeowners. (GMHC) to acquire and rehab foreclosed rehabilitate, and sell property. The company 

or vacant properties for homeownership. will use an RFP process to hire contractors 
Northside Home Fund Strategic Acquisition and a soh second mortgage to attract 

Fund and Home Prosperity Fund. buyers for these homes. 

2. Provide municipalities, Both Cities: The Twin Cities was the pilot The National Community Stabilization 
nonprofits and owner· site for, and continues to participate in, the Trust is now working in more than 10O 
occupants with the first option National Community Stabilization Trust's communities. 
to buy foreclosed properties. "First look" program. 

Fannie Mae: "First l ook" program (begun 
September 2(09) bars investors from 
bidding on its foreclosure homes for the first 
15 days that they are on the market and only 
considers offers from owner-occupants, 
public entities or their designated partners. 

3. Create a land bank to Regional: The Twin Cities Community land Cuyahoga County, Ohio: Began a land bank 
acquire, hold and convey Bank was launched in September 2009 and to manage 35,000 unoccupied properties in 
properties. is capitalized with $30 million to acquire May 2009. 

2,000 properties for its public partners. 
Genesee County, Mich.: Genesee County 
Land Bank, launched in 2002, acquired 
thousands of vacant homes in Flint, selling 
those where there was market demand 
and using the profit to fund rehabil itation or 
demolition. 
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Approach 2 (cant.) 

STRATEGY I STATUS IN TWIN CITIES I BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

4. Create community land trust. Minneapolis: City of l akes Community Land Providence, R.I.: The Rhode Island 
Trust (CLCLT) Community Housing land Trust and two 

neighborhood CDC partners are using NSP 
St. Paul: Rondo Community Land Trust funds to acquire fo reclosed properties for 

the ell, to permanently preserve the homes' 
afford ability, 

5. Encourage lenders and Bank of America pilot program to donate 
servicers to donate foreclosed properties in its inventory that are not 
properties. salvageable in exchange for having them 

demolished. 

6. Use eminent domain. Baltimore: Allows the use of "quick·take" 
eminent domain to acquire abandoned 
properties. The city can obta in possession 
in 30 days jf the court determines 
acquisition and resolves the issue of 
compensation to the property owner. 

7. Determine if demolition and Both Cities: Demolition of properties that Dayton, Ohio: Plans to strategically 
creation of a green space or an cannot be rehabilitated at a cost deemed demolish foreclosed properties in areas 
alternative use makes sense. reasonable is a part of the foreclosure with poor housing stock and high vacancy 

recovery strategy. In Minneapolis, the rates. 
GMHC provides tours of homes prior to 
demolition to members of a neighborhood Cleveland: Six-neighborhood pilot 
group. In St Paul, properties listed for program to identify properties that can 
abatement and potential demolition are be rehabilitated and demolish ones that 
identified by local neighborhood District cannot 
Councils. 
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Approach 3: Hold property owners accountable for property condition 

STRATEGY I STATUS IN TWIN CITIES I BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

Regulations that ApplV to All Buildings 

1. Pursue vigilant proactive Minneapolis: Problem Properties Unit St. louis: Funds monthly inspections of 
enforcement of the local brings together city agencies to deal with problem properties by charging $97 for each 
property maintenance code. most distressed properties Ion the 249 1istl. inspection visit and imposing significant 

fines for noncompliance. 
St. Paul: Strategic code enforcement effort 
requires a comprehensive initial inspection Collier County. Fla.: E~mails lenders and 
and follow·up permit inspections. property owners notices of code violations 

to ensure quick, inexpensive notice and 
correspondence. 

2. Require property owners to New Haven. Conn.: Ordinance passed in 
register. 2009 requires banks and other institutions 

foreclosing on local properties to register 
the properties or face fines of $250 per day. 

Allentown. Pa.: Amended registration law 
to impose liability on the local agent. Allows 
city to start taking legal action against 
agents representing absentee owners of 
properties with accumulated violations. 

3. Impose fines and criminal Pennsylvania: Made it a misdemeanor 
penalties for repeat property to fail to correct repeated property 

maintenance code offenders. maintenance code violations. The 
law imposes a fine of up to $5,000 and 
imprisonment of up to two years. 

4. Obligate purchasers of Pennsylvania: Requires purchasers of a 
distressed property to rapidly building with substantial code violations to 

bring the ir property up to code. bring the structure into code compliance 
within one year of the date of purchase. 

5. Enforce and enhance Minneapolis: Under nuisance-abatement Ohio: Allows a municipality to add the cost 

nuisance-abatement laws. process, city can declare a property of repai rs to abate a nuisance to real estate 
a nuisance and order demolition or taxes. 
rehabi litation. 

New York: Allows a municipality to sue the 
St. Paul: Vacant Nuisance Building owner of the properly for the demolishing 
Procedure allows the city to abate a costs. 
nuisance property through demolition or 
other means if the owner does not take New Jersey: Gives the municipality the 
action within a specified time after an ability to go after the other assets of the 
inspector cites the violation. owner to cover repair and/or demolishing 

costs. 
Minnesota: Passed a law in 200S that 
makes one offense of prostitution, illegal 
drug activity or unlawful gun possession an 
offense under Public Nuisance law. 
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Approach 3 (cant.) 

STRATEGY I STATUS IN TWIN CITIES I BEST PRACTICE EXAMPLES: 
OTHER LOCATIONS 

Regulations that Apply to All Buildings (conI.) 

6. Coordinate with prosecutors. Minneapolis: Coordinated legal effort Dallas: Partnership activities include 
municipal attorneys and around a specific case of investment fraud tracking down legally responsible parties, 
judges to aggressively enforce (TJ Waconia) under the Tenant Remedies assessing fines, penalties and aggressive 
relevant state and local codes. Actthat resulted in the 141 homes being enforcement on blighted properties and 

turned over to the city, and GMHC is other substandard structures. 
managing them. 

5l Louis: Established a Problem Property 
Court to hold problem property owners 
accountable and achieve restoration or sa le 
of the properties as soon as possible. 

Regulations that Apply to Vacant Buildings 

1. Require owner to set Minneapolis: The city will enter into a Redlands, Calif.: Anyone buying a 
and keep a timeline for restoration agreement with owners of vacant foreclosed house must meet the city's 

the rehabi litation and or condemned properties and waive its vacant maintenance standards within a month. 

reoccupation of a vacant buildings registration fee if the property is 

property. brought into code compliance within six San Diego: Buyers of vacant structures 
months. A property found boarded for more must submit a statement of intent to bring 
than 60 days will be condemned and placed the property into productive use. Failure to 
on the city's Chapter 249 list that allows the submit is a misdemeanor; penalty for not 
city to demolish the building as a nuisance. abiding by the timeline is $250 for every 90 

days it remains vacant 
St. Paul: Owners of declared vacant 
nuisance properties must make 
improvements before they can sell the 
property. 

2. Charge vacant property Minneapolis: Requires owners to pay a fee St. Louis: Charges a fee every six months a 
fees to finance associated of $6,360 or more per year on each property property remains vacant. 

municipal tasks. for as long as it remains vacant, but the 
fee can be waived if there is a plan for Wilmington, Del: Fee for vacant properties 
rehabilitation in place. progressively increases: $500 for year 1; 

$1,000 for year 2; 52,000 for years 3-4; 53,500 
St. Paul: S1.000 annual registration fee. for years 5-9; S5,000 for 10 years; and an 

additional $500 for eac h year after 10. 

3. Require vacant property Minneapolis: Vacant Building Registration Chicago: Owners of vacant building must 
owners to register with the (VBR) Program requires owners to register register the building with the city within 30 

city and obtain an authorized vacant properties (and pay annual fees, per days of the vacancy. 

local agent. above). 

St. Paul: Buyers must submit a Vacant 
Building Registration Form with in 30 days of 
purchase. 
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Approach 3 (cont.) 

STRATEGY I STATUS IN TWIN CITIES 
I BEST PRACTICE EXAMPLES: 

OTHER LOCATIONS 

Regulations that Apply to Vacant Buildings (eont.) 

4. Require buyers to guarantee St. Paul: Buyers must fill out a Vacant Pennsylvania: Requires purchasers of a 
vacant building will be brought Building Registration Form that describes building with substantial code violations to 

up to code and occupied as a plans for bringing property up to code and bring the structure into code compliance 

condition of purchase. paying for the work on it. within one year of the date of purchase, 

5. Require vacant property Chicago: Requires vacant property owners 
owners to maintain liability to maintain liability insurance coverage of 
insurance. at least $300,000 for residentia l properties. 

6. Establish or use a housing Both cities: The Tenant Remedies Act can Cleveland: Housing Court fines absentee 
court to hold unresponsive be an effective tool for gaining control of owners of vacant and dilapidated housing 

absentee owners accountable. properties owned by irresponsible investors $1,000 for every day they fail to appear in 
through receivership. court. 

Buffalo, NY: Housing Court enters default 
judgments againstthose who ignore 
summons for code violations, imposing fines 
of up to $15,000, and placing a lien on the 
property for amount of the fine. 

7. Authorize a receiver to New Jersey: Under an expansion of the 
rehabilitate or demolish a Abandoned Property Rehabilitation Act 
property. (2004), if the property owner fails to submit 

a realistic plan to quickly rehabilitate 
property, the court can appoint an "entity in 
possession" to expedite rehabilitation. 

8. Hold lenders responsible Cleveland: Prevailed in a lawsuit against 
for maintenance and sale to a Wells Fargo Bank for neglecting to maintain 

responsible owner. and secure bank-owned foreclosed 
properties and selling houses at low cost to 
speculators. 

Chula Vista, Calif.: Abandoned Property 
Registration Program requires lenders to 
registerthe property with the city (and pay a 
$70 fee), hire a local property management 
company to maintain it, and post their name 
and contact number on the property. 

9. Raise vacant property Louisville, Ky.: Requires owners to pay 
owners' property tax. triple the amount of their normal property 

tax bill if buildings have been unoccupied 
for at least one year and are unsanitary, not 
properly boarded, vermin-infested or unfit 
for human habitation. 

44 Po li cyLink 

111 



Approach 3 (cant.) 

STRATEGY I STATUS IN TWIN CITIES 
I BEST PRACTICE EXAMPLES: 

OTHER LOCATIONS 

10. Make ownership Chicago: Requires the owner of a vacant 
information available to property to post a sign with the name, 
neighbors. address and telephone number of the 

current owner (or the agent for the owner) 
in a conspicuous location on the building. 

Regulations that Applv to Rental Properties 

1. Establish rental registries or Minneapolis: Requi res a renta l license. Allentown, Pa.: Revocation of a renta l 
a rental license requirement. license associated with one property or 

St. Paul: Requires all one- and two-unit unit will trigger the inspection of all other 
non-owner-occupied residences to annually properties or units to ensure the entire 
register and renew certification. portfolio of properties meets city code 

requirements. 

2. Adopt a rental housing Minneapolis: Charges a 51,000 fee to pay Boston: Requires that property owners have 
inspection ordinance to for inspections when an owner-occupied newly rented apartments inspected prior to 

require inspection at the time home is converted to rental property. or within 45 days of renta l and certified by 

of sale or change of tenant Inspections are scheduled within 60 days the Housing Inspection Division. 
of application. Charges a $450 change of 
ownership fee for buildings with 1-4 rental Sacramento. Calif.: Residential Rental 
units and inspections are conducted within Housing Inspection Pilot Program in 
60 days. "deteriorating neighborhoods." Under this 

program, the city's build ing inspectors 
conduct door-to-door inspections of 
property maintenance violations in 
designated areas. 

3. Partner with the Housing Minneapolis: The city and the housing Aiken, S.C.: City and Aiken Housing 
Authority to ensure Section 8 authority are in discussions about how to Authority have formed a partnership to 

rental property owners keep align inspections. The Minneapolis Public inspect rental properties that receive 

their property in good repair. Housing Association is holding workshops Section 8 money from the U.S. Department 
for landlords that are new to the Section 8 of Housing and Urban Development in order 
program. to improve housing standards. 

Long Beach. Calif.: Housing Authority 
performs a series of inspections on 
Section 8 properties to ensure the property 
meets housing quality standards. 

4. Offer tax abatements for Cincinnati: Offers a residential tax 
property investments in abatement for rea l property improvements. 

distressed neighborhoods. 

5. Charge a sales tax on rents. Phoenix: Requires owners of residential 
rental properties to obtain and maintain a 
privilege (sales) tax license. All amounts 
paid by the renter to, or on behalf of, the 
owner are taxable, including utilities, 
unreturned deposits and pet fees. 

6. Adopt a Smart Rehabilitation New Jersev. Maryland and New York: 

Code to bring down costs of Adopted Smart Rehabilitation Codes to 
renovation. bring down the cost and complexity of 

rehabilitating older housing. 
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ECONOMIC BENEFITS OF SADOWSKI ACT 

STATE AND LOCAL HOUSING TRUST 

FUND MONIES (Sadowski Funding) 

SUMMARY OF FIN DINGS: 

o Leveraging of Sadowski Funding with Private Sector InveslInent and Federal Funds: 
For every $1 million of Sadowski fu nding for housing, $4.62 million of housing is built and/or sold. 

@ Lost Federal Resources: Florida has lost $603.8 million of federal tax exempt bonds and tax credit 
equity in just the last three years because of inadequate housing appropriation levels due to raids on the 
Sadowski Affordable Housing Trust Funds. 

@) At Risk Federal Resources: In addition to the resources already lost, an additional $1.004 billion 
million of federal tax exempt bonds and tax credit equity will be lost in the next two years ($191.1 at the 
end of 2009 and $812.8 million at the end of 2010)-unless housing is fully funded in both FY 09-10 
and FY 10-11. 

o Total Economic Impact-Multiplier Effect: The total economic activity far exceeds the value of 
housing built: Because of the multiplier effect and leveraging, for every $1 million of state funding, $7.66 
million of economic activity is generated. As part of that economic activity, each $1 million of state 
funding generates over $2.98 million of earningslincome. 

@ Job Creation: For every $1 million of state funding, 77 jobs are created. 

@ Tax Revenues: Every $1 million of Sadowski funding generates over $73,000 of sales tax revenue to 
the state, directly attributable to purchase of construction materials . Other revenues (including corporate 
income tax, documentary stamp tax, and sales tax paid on purchases from income derived from housing 
activities) are not included in this analysis. 

ECONOMIC BENEFITS OF CAP REPEAL: INCREASED HOUSING PRODUCTION, ECONOMIC IMPACT, INCOME, JOBS AND TAX REVENUE 

SADOWSKI FUNDING HOUSING UNITS ECONOMIC INCOME JOBS STATE SALES TAX 
ACTIVITY REVENUE 

$175.4 million 7,060 $1.34 bi llion $521.8 million 13,656 12,804,480 

The table shows total economic activity based upon full appropriation of the $175.4 million estimate of 
the amount of doc stamp revenues that will be deposited into the Sadowski Housing Trust Funds during 
FY09-10, and are therefore available for appropriation during the 2009 legislative session (November 
2008 Revenue Estimate, updated January 2009). 
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INTRODUCTION: 

Today, Florida faces a severe economic downturn, which has resulted in a drop in doc stamp and 
other revenues. Although for-sale housing costs have retreated from their all-time highs, the 

median priced home in Florida is still unaffordable to a large and growing segment of our citizens
including the workers who fill the critical service industry jobs which are essential to Florida. These 
workers most often need affordable rental housing, the demand for which is strong and growing. 

Given the nexus of the housing crisis and the downturn in the economy, a reduction in Sadowski 
funding over the next few years would be counterproductive, and would exacerbate both housing and 
revenue problems. This is exactly the wrong time to reduce Sadowski Act spending, from both an 
economic recovery and housing policy perspective. 

o LEVERAGING OF STATE DOLLARS WITH PRIVATE SECTOR INVESTMENT AND 
FEDERAL FUNDS: For every $1 million of Sadowski funding for housing, $4.62 million 
of housing is built and/or sold. 

State housing programs are efficiently designed, so that the state appropriation pays for only a small 
part of the total housing built or sold. The vast majority of the funds come from private sector invest

ment and federal programs-both of which would be lost without the Sadowski funding. 

For example, a first-time homebuyer may be able to afford a $120,000 mortgage, when modest homes cost 
$150,000. The SHIP Program provides down payment assistance to the homebuyer to bridge the gap 
between what can borrowed and the cost of the housing. In this example, $30,000 of Sadowski funds 
(loaned and recovered for future use when the home is sold) leverages a $120,000 loan from a bank or 
mortgage company-a loan that would not be made without the Sadowski funding. In other cases, the first 
mortgage is provided by federal tax exempt bonds-a federal resource that cannot be effectively utilized 
without the Sadowski funds. 

Another example is the construction of apartments for working families. The average apartment funded 
by Sadowski programs costs (total development cost) $136,000 to build. If this were financed convention
ally, rents would be unaffordable to working families-thus the apartments would not be built. By fund
ing the state SAIL Program, the legislature provides the funding needed to access federal resources and 
reduce borrowing to a level where affordable rents can pay debt service. Additionally, the Sadowski funds 
are leveraged by a combination (differs for different developments) of federal tax credits, federal tax 
exempt bonds, bank loans, and private equity investment-all of which are lost without the SAIL fund
ing from the Sadowski Act. 
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For example, a 360 unit apartment complex was recently built (currently leasing) in Hillsborough 
County. The financing of that $36.2 million development was provided by $19.8 million of federal tax 
exempt bonds (55%), $1.0 million of federal HOME funds (3%), $11.4 million of private sector equity 
investment generated through federal tax credits (31%), and only $4.0 million of state funds (11%). 
Without the state SAIL funds, the federal programs and private sector equity could not have been 
accessed, and the apartments would not have been built. 

The following is the actual leveraging of state funds in the most recent funding cycle, and the most 
recently closed out year for SHIp, as provided by the Florida Housing Finance Corporation: 

PROGRAM TOTAL FEDERAL PRIVATE STATE LEVERAGING 
DEVELOPMENT PROGRAMS SECTOR SADOWSKI 

COST/ ACCESSED SOURCES FUNDING 
UNITS ACCESSED 

SAIL $421,656,825 Bonds Bond Buyers $95,521,744 4.41-1.00 
(Rental Construction and Tax Credits Equity 
Rehabilitation) 2,521 HOME Bank Loans 

SHIP $641,481,173 Bonds $160,582,798 4.00-1.00 
(Primarily homeownership assis- Tax Credits Bank Loans 
tance through downpayments to 7,887 HOME EqUity 
persons needing larger levels of CDBG Mortgage Lenders 
subSidy, also includes rehabilita- Builders 
tion of owner occupied housing, 
and limited rental production) 

HAP $199,024,182 Bonds Bond Buyers $17,235,742 1 1.55-1.00 
(State down payment assistance 1,732 Mortgage Lenders 
program, primarily for sale of Builders 
existing housing to persons need-
ing small levels of assistance) 

TOTAL $1,262,162,180 $273,240,284 4.62-1.00 
12,140 

Therefore, an examination of the programs that are cUlTently in operation show that [or each state dollar 
spent on housing, over $4.62 of housing is built and/or sold. Utilizing this proven ratio, the impact on 
housing production is profound. The following table assumes (conservatively) that the funds would be 
split 61 % SHIP and 39% SAIL: 

STATE FUNDING TOTAL HOUSING VALUE CONSTRUCTED UNITS 
AND/OR SOLD 

FY 09-1 0: $175.4 million $729,646,460 7.060 
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@ 2 . LOST FEDERAL RESOURCES: Florida has lost $605.4 million of federal tax 
exempt bonds and tax credit equity in the last three years because of the inadequate 
funding levels for SAIL and/or SHIP. Without adequate housing funding, this massive 
loss will continue each year: 

The major federal housing resource that is lost without adequate state funding is tax exempt bonds. 
Each year, Florida is permitted by the federal government to sell a limited amount of bonds for 

activities such as housing-both for mortgages to first time homebuyers and construction or rehabili
tation of apartments for working families. The bonds must be sold within three years or the allocation 
is forfeited. 

However, bonds by themselves are not sufficient to make construction or rehabilitation of apartments 
economically feasible or a home affordable to a buyer. While an extremely valuable resource, they 
must have some additional subsidy to work. 

In Florida, the downpayment assistance provided through SHIP and HAP, and the gap financing 
provided by SAIL serve that role. Without those state programs, this very large federal resource will 
be unused and lost. As shown in the section on leveraging of state resources, SAIL loans total 22.7% 
of total development cost-meaning that every $23 of SAIL "buys" $77 worth of federal resources 
(bonds and tax credits). 

In the last three years, $458.3 million of housing bonding authority has been lost to Florida- all 
because there were inadequate state appropriations to "match" the bonds. 

$242.5 million of the lost bonding authority was for multi-family housing. Wi th adequate SAIL 
funding, $485 million of rental housing would have been built or rehabilitated, and $145.5 million of 
equity from federal tax credits would have automatically accompanied the bonds. Clearly, 2,900 units 
of rental housing with a total development cost of $485 million was not built or rehabilitated because 
of the lack of state housing appropriations. An additional SAIL appropriation of only $110.0 million 
would have prevented this massive loss of $388.0 million of federal housing resources. 

$215.8 million of the lost bonding authority was for homeownership. With adequate HAP funding, 
1,878 homes would have been sold to first-time homebuyers. An additional HAP appropriation of only 
$18.68 million would have prevented this massive loss of over $215 million of federal housing 
resources. 

This extraordinary loss of federal resources will continue unabated unless Florida begins to use its 
Sadowski Housing Trust Fund monies to adequately fund housing programs. Unless bonds are sold this 
year, another $93.67 million of multi-family bonding authority (and accompanying $56.2 million of 
equity from automatic federal tax credits), and $41.279 million of homeownership bonding authority 
will be lost December 31, 2009-a total loss of federal resources for 2009 of $191.149 million. This 
represents 359 homes that could be sold to first-time home buyers and construction or rehabilitation of 
1,120 units of rental housing with a total development cost of $187.3 million. 
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HERA 

Additionally, as part of the Housing and Economic Recovery Act (HERA) passed in mid-2008, Florida 
received "bonus" federal bonding authority of $571,487,942 . None of these bonds have been sold , and 
will be lost at the end of 2010. This bonding authority is divided $169.4 million for homeowners hip 
and $402.1 million for rental. Much of this bonding authority was committed to developments that had 
preliminary SAIL commitments which were "cancelled" after the legislature directed FHFC to return 
$190 million of "unexpended" funds. The $169.4 million of homeownership bonds represents 1,474 
homes that could be sold to first- time homebuyers. The $402 .1 million of rental bonds represents 4,808 
units of rental housing with a total development cost $804.2 million, and equity from federal housing 
credits of $241.3 million. Total HERA federal resources at risk without adequate state funding totals 
$812 .8 million. 

[Analysis based upon (1) State Board of Administration, Division of Bond Finance data on lost tax 
exempt volume cap, (2) estimate that rental bonds finance 50% of total development cost, and tax 
credit equity is 30% of total development cost, and (3) leveraging ratios for housing programs detailed 
in Section 1 of this paper.] 

@ TOTAL ECONOMIC IMPACT-MULTIPLIER EFFECT: The total economic activity 
associated with housing production far exceeds the value of the housing built. Because 
of the multiplier effect and leveraging, for every $1 million of Sadowski funding, $ 7.66 
million of economic activity is generated. As part of that economic activity, each $1 
million of Sadowski funding generates over $2.98 million of earnings/income. 

When housing is built or sold, the total economic impact is much greater than s imply the cost 
of construction or the sales price of the home. The construction of housing involves the pur

chase of land and construction materials, payment of wages to construction workers and fees to pro
fessionals (engineers, architects, environmental and soil testing companies, Realtors, and many 
others), and the earning of profi t by builders, contractors, and developers. 

All of these payments of money for goods and services create disposable income, and that income 
is often spent on additional goods and services. Additionally, when families buy a home, particu
larly their first home, they also purchase appliances, fu rniture, and other household necessities. 
The combination of all this economic activity takes the same dollar and passes it through the econ
omy more than once. This concept is known as the "multiplier effect". 

Not all economic ac tivity has the same multiplier effect. At the low end of the scale is the purchase 
of raw land. At the high end of the scale are construction activity, particularly housing and roads. 
No expenditure of state funds will have a greater total economic impact than funding affordable 
housing programs. While roads have a s imilar multiplier effect, the combination of program lever
aging and the multiplier effect make housing by far the greatest economi c stimulus. 
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Multi-Family 

To calculate the total economic impact of the expenditure of Sadowski funds on housing, one 
must first calculate the doUar vol ume of housing that will be built and/or sold. This to tal 
development cost figure is th en multipli ed by the appropriate "multipl ier effect" number, with 
the result equaling total economic impact of the state spending. 

As detailed in th e sec tion on le veragi ng of s tate funds, for every $ 1 million of Sadowski funding 
for hou sing, $4 .62 million of hous ing is built and/or sold. According the University of Florida's 
Shimberg Center for Affordable Housing (the state's housing data clearinghouse), the mult iplier 
effec t for hou s in g expenditures on new housing is 1.826 for multi-fami ly and 1.853 fo r 
s ingle family : 

IMPACT ON OUTPUT IMPACT ON EARNINGS 
DIRECT INDIRECT INDUCED TOTAL DIRECT INDIRECT INDUCED TOTAL 

$1,000,000 $248,840 $578,084 $1,826,924 $563, 163 $93,005 $189,680 $845,848 
Single-Family $1,000,000 $427,654 $425,460 $1,853,114 $330,940 $152,805 $139,601 $623,346 

The Shimberg Center data also shows that every $1 million of housing construction, $623,346 (single 
family) to $845,848 (multi-family) of earnings (income) is created. 

While not every unit assisted with state funds is newly constructed, an overwhelming majority are. All of 
the SAIL units and at least 70% of SHIP funds aTe spent on newly constructed housing. 
The following table assumes that 61 % of additional funds will be spent on SHIP, and 39% on SAIL, all 
new construction or substantial rehabilitation. It further assumes that SHIP will be spent on single 
family housing, and SAIL on multi-family housing. The totai economic impact is calculated: 

[State Funding] X 
[Leveraging Factor (4.00 for SHIP and 4.41 for SAIL)] X 
[Multiplier Effect Factor (1.853 for SHIP and 1.826 for SAIL)] 

The Impact on Eamings is calculated: 

[State Funding] X 
[Leveraging Factor (4.00 for SHIP and 4.41 for SAIL)] X 
[Eamings Multiplier Effect Factor (0.623 for SHIP and 0.846 for SAIL)] 

SADOWSKI FUNDING TOTAL HOUSING VALUE UNITS TOTAL 
CONSTRUCTED ECONOMIC IMPACT 
AND/OR SOLD 

$175.4 million $729.6 million 7,060 $ 1.344 billion 

EARNINGS (INCOME) 
GENERATED 

$52 1.8 mill ion 
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o JOB CREATION: For every $1 million of Sadowski fWlding, 77 jobs are created: 

The housing construction industry is labor intensive, and increasing housing production has a significant 
positive impact on employment. Housing construction directly employs roofers, electricians, carpenters, 

drywall workers and others, as well as professionals that are directly involved with each development (bank
ing, architects, engineers, environmental and soil testing, and others). Housing construction also involves the 
purchase of construction materials and household goods, and also creates jobs in both the manufacturing and 
sale of those products. 

According the University of Florida's Shimberg Center for Affordable Housing (the state's housing data clear
inghouse), each $1 million of construction creates 22.0 jobs (multi-family) or 16.4 jobs (single-family). 

While not every unit assisted with state funds is newly constructed, an overwhelming majority are. All of the 
SAIL units and at least 70% of SHIP funds are spent on newly constructed housing. 

The following table assumes that 61 % of additional funds will be spent on SHIP, and 39% on SAIL, all new 
construction or substantial rehabilitation. It further assumes that SHIP will be spent on single family hous
ing, and SAIL on multi-family housing. The total job creation is calculated: 

[State Funding] X 
[Leveraging Factor (4.00 for SHIP and 4.41 for SAIL)] X 
[Jobs created per million (16.4 for SHIP and 22.0 for SAIL)] 

SADOWSKI FUNDING TOTAL HOUSING VALUE UNITS 
CONSTRUCTED 
AND/OR SOLD 

$175.4 million $729.6 million 7,060 

TOTAL JOBS EARNINGS (INCOME) 
CREATED GENERATED 

13,656 $521.8 million 
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o Tax Revenue: Every $1 million of state funding for housing generates $73,002 of sales 
tax revenues to the state directly from purchases of building materials and supplies. 
Additional revenue generated from other taxes (docmnentary, licensing) and from sales 
tax on secondary activities (purchases by construction workers, homebuyer, and others) 
are not inclnded in this analysis. 

A ll of the economic activity surrounding housing production generates tax revenues for both 
state a nd local governments. Because the state housing programs leverage $4.62 for every 

dollar of state spend ing, the positive revenue impact is much greater than if the state funds paid 
entirely for the housing. 

A study by Douglas C. Olson of MIG Inc, entitled Usi ng Social Accounts to Estimate Tax Impacts 
(June 11, 1999) estimates that for every $1 million of housing construction, $66,569 of taxes are 
generated for state and local governments. The largest amount of thi s revenue is paid in sales tax 
and property taxes; however, revenues are also generated through other taxes and fees, such as 
motor vehicle licensing, corporate income, occupational licenses, the documentary tax, and unem
ployment compensation taxes, as well as local fees. 

Because this is a national model, it cannot be directly applied to Florida. However, the Florida 
Department of Revenue reports that for reve nue estimating purposes, Florida assumes that 45% 
of the construction costs of housing are paid for taxable items. 

Research by the Florida Home Builders Association, as well as data collected on rental transactions 
by credit underwriters for the Florida Housing Corporation, show that the percent of total devel
opment costs attributable to construction activity varies, depending upon local land costs and 
regulatory fees. Recent Florida Housing developments have over 70% of total development cost 
from construction, while the lates t FHBA survey showed 64%. 

Because the housing produced with state funding is a combination of single and multi-family, the 
analysis in this paper assumes that 650/0 of total development cost is attributable to construction 
activity. Given the 45% Florida DOR assumption related to taxable items, the estimate for sales 
taxes paid as a direct result of the construction activi ty is calculated: 

[Total Development Cost] X 
[65% attributable to construction] X 
[45% of cons tru ction ac tivity paid for taxable goods] X 
[6% Sales Tax Rate) = 
Sales Tax Paid as Direct Result of Construction Activity 
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Given these assumptions, $1 million of state funding generates $98,711 in direct sales tax 
revenues. This understates the lax revenue from housing, as sales lax is paid on many of the items 
that are purchased as an indirect result of the housing development (m ultipli er effect) , and thi s 
analysis estimates sales tax only-not the other taxes that are ge nerated to the state. 

However, using only the direct sales tax paid, increased state spending on housing is significantly 
offset by increased sales tax revenues. 

Analysis Performed by: 
The Hendrickson Company 
2-16-09 

SADOWSKI FUNDING 

$175.4 million 

Contact: Mark Hendrickson 850.671.5601 

Using data from: 

TOTAL HOUSING VALUE 
CONSTRUCTED 
AND/OR SOLD 

$729.6 million 

Shimberg Center for Affordable Housing, University of Florida 
Florida Department of Revenue 
Florida State Board of Administration, Division of Bond Finance 
Florida Home Builders Association 
Florida Housing Finance Corporation 
First Housing Development Corporation 
Housing Finance Authority of Hillsborough County 

DIRECT SALES 
TAX PAID 

$12,804,480 
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