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(a) Identify the geographic area in which the ACA applicant proposes to administer its ACA program.  Provide appropriate census tracts and block maps. 
EHOP proposes to administer the ACA homeownership program within the areas of Los Angeles designated by the attached list of census tracts currently designated by HUD as revitalization areas and are also requesting approval of eligible census block groups shown on the attached list.  The attached map is included for reference.

(b) Outline what your nonprofit agency’s mission is regarding its participation in FHA programs.

The overall purposes of EHOP are to: 

· Revitalize existing residential stock in selected and targeted neighborhoods with economic and physical reinvestment needs in Los Angeles for ownership by low and moderate income homeowners. 

· Through counseling and affordable financing, EHOP provides low and moderate income households with an opportunity to participate in the benefits of homeownership.

(c) Describe who the targeted buyers will be.  Detail how low and moderate-income persons will benefit from your program and how you plan to transition families and individuals into homeownership in the communities you serve.
EHOP sells 100% of its single family homes and duplexes to households below 115% of the area median income (AMI).  EHOP’s targeted buyers earn less than 80% AMI.

Low and moderate-income persons will benefit from the EHOP program by achieving homeownership when it would otherwise not be possible.  The soft-second funds available through the city of Los Angeles and affordable loan products available from participating lenders, help low-income families purchase homes they could not afford on their own.  Additionally they will benefit from the quality of the homes they purchase.  EHOP will substantially rehabilitate properties to meet all code requirements and achieve a level of repair such that homeowners will not face costly home repairs during their first years of ownership.  

Families and individuals will be transitioned into homeownership through EHOP’s intensive pre and post-purchase counseling program, also called “Smart Homeownership”.  See item 7 for a more detailed explanation of the “Smart Homeownership” program.

An exception to the above mentioned is EHOP’s intent  to offer properties for sale exclusively to police officers and teachers first through the Officer Next Door and Teacher Next Door Programs.  Officers and teachers will have an opportunity to purchase an EHOP home at the EHOP post-rehabilitation sales price and will not be held to our income restrictions.  In an effort to market to the officer and teacher population, EHOP will publicize its program to LAUSD and LAPD unions, advertise in educator and law enforcement newsletters and modify the EHOP website to include a specific section for officers and teachers.

(d) Provide a description of how your program will pass on the savings your nonprofit agency receives from the discounted purchase of a HUD-owned property to your low-to-moderate income buyers.  Describe how you will ensure that mortgage payments remain affordable to first time homebuyers.

Use of Savings From the Discounted HUD Purchase to Benefit Low and Moderate Income Buyers

EHOP uses the savings from the discounted HUD purchase to completely rehabilitate each home and then to sell it to low and moderate income buyers.  A typical EHOP home is purchased and rehabilitated for:

Average price:




$   62,500

Average rehab/other costs:


$   65,000

Other (holding/broker fees)


$   15,000

Total development cost without fee:

$ 155,000

If EHOP established a purchase price based on the total development cost without the discount, the home would not be affordable to a low or moderate-income buyer.  It is also EHOP’s intent to make the most efficient use of scarce public subsidy dollars.  To achieve our stated income targeting goals, the amount of subsidy per home would have to increase substantially (if such subsidies were even available) in the absence of a discount.

The savings achieved through the HUD discount allows EHOP to price the rehabilitated home at market and make this home affordable to a larger proportion of low and moderate income first time buyers.  The discount and resulting savings have other benefits as well.  These include:

(a) putting homes that meet code standards, are lead and asbestos free and are energy efficient into the hands of buyers. It is doubtful that this level of repair could be achieved in the absence of a discount.

(b) bringing properties up to meet current market needs.  The typical property is a 900 square foot, 2 bedroom, 1 bath home.  The typical buyer is a five-person family.  With the discount, EHOP can add a needed bedroom and bath.

Affordability to First-Time Homebuyers

EHOP employs several mechanisms to ensure that mortgage payments remain affordable to first time homebuyers.  These mechanisms include the following:

(a) Rehabilitation of all properties to achieve energy efficiency and a ten year life on all major systems.  Both result in reduced monthly outlays and more homeowner disposable income.

(b) Provision of soft second funds.  Homebuyers with incomes below 80% of the area median income (AMI) are eligible to obtain up to $60,000 in a soft-second loan, thus reducing their first mortgage.  EHOP also uses AHP funds for homebuyers with incomes below 65% AMI.  These loans are in addition to the City soft second and can be up to $20,000. 

(c) Review of underwriting and financing terms.  EHOP staff reviews the financing for every homebuyer looking at front and back end ratios, payment shock and points and fees charged by the first mortgage lender, prior to accepting any offer.  EHOP has worked closely with local lending institutions to provide affordable loan products to EHOP homebuyers.  EHOP does not accept any offers that put the homebuyer at risk of foreclosure.  The maximum back end ratio, for example, is 38%.  In many cases the lenders provide grants to assist the homebuyers with closing costs.

(d) Housing Counseling.  EHOP provides both pre- and post-purchase counseling to ensure that homebuyers are financially well prepared to purchase and maintain a home.

(e) Indicate how you will locate the low and moderate-income persons who will participate and benefit from your program.

EHOP has received a large response from interested homebuyers from articles about EHOP that were run in the Los Angeles Times and various local newspapers.  Currently, EHOP has received 2,750 calls from interested homebuyers who were then provided with materials, in English and Spanish, about how to purchase an EHOP home.  In addition, information on EHOP and its programs and properties can be publicly accessed on the world wide web at www.ehop.org.

EHOP has various avenues to identify potential homebuyers. The six counseling agencies that EHOP has contracted with, local for and non-profit developers who have been hired to provide construction management services, and the participating lenders who have been trained regarding the EHOP program all refer interested homebuyers to EHOP.  EHOP works with 25 real estate agents who, in addition to acting as EHOP listing agents, bring their own buyers to EHOP properties.

In addition to all of these partners, EHOP has worked with the Housing Authority of the City of Los Angeles and will be the sole seller of homes to Family Self-Sufficiency participants through its Pilot Section 8 Homeownership Program.  The Housing Authority currently has over 300 participants in this pilot program.  EHOP has also worked with LAUSD Relocation staff to make them aware of the availability of EHOP properties where families are being displaced.

More than one-half of EHOP’s homes are receiving multiple offers from qualified low-income buyers.

Based on our past experience and strong partnerships, we do not anticipate encountering problems in locating buyers.

(f) Provide a brief description of the administration, extent and type of homeownership counseling, if any, that either you or your designated counseling partner will be providing to prospective homebuyers.

Enterprise Home Ownership Partners and The Enterprise Foundation will be educating homebuyers both before they enter the home-buying process, and after the homes are purchased. This program, “Smart Homeownership”, will provide more support for new homebuyers than is available through traditional counseling programs in Los Angeles.

The goals of the Smart Homeownership program are to:

1. Increase the likelihood of loan repayment and reduce the risk of foreclosure;

2. Provide homeowners with the information they need to avoid market predators;

3. Provide homeowners with the information needed to enable wealth enhancement opportunities and smart investing over time; and

4. Provide homeowners with the information they need to take advantage of market opportunities, while helping them avoid predatory lenders.

Smart Homeownership will provide counseling to all EHOP homebuyers. 

Counseling available to all homebuyers includes:

1. Pre-purchase counseling. The Smart Homeownership program provides support to local home buyer counseling agencies to train and counsel prospective homebuyers, using accredited curriculum. In the first year Enterprise Foundation has contracted with six agencies, who have provided training and one-on-one counseling to 1860 clients.  Each family that submits a purchase offer to buy an EHOP home must have a counseling certificate from an accredited agency. 

2. New Home Orientation. After the family purchases the home they will receive a two-three hour orientation to all the systems of the new home. The consultant providing the orientation will review all warranties and maintenance contracts and schedules, and will conduct a thorough walk-through of the house with the homebuyer. The consultant will also describe the methods that EHOP will employ to keep in contact with the homebuyer, so that they will expect the quarterly follow-up calls.

3. “The Keys to Your New Home”. Each EHOP homebuyer will receive a copy of “The Keys to your New Home”. This manual is designed specifically for first time homebuyers and is customized to the actual home. The manual will be reviewed with the buyer and pertinent information filled in during the orientation. The manual also contains information on home warranties and budgeting for ownership expenses such as repairs and insurance. The manual will be available in English or Spanish.

Administration of Smart Homeownership

Pre-purchase counseling is provided by pre-existing, local, non-profit homebuyer counseling agencies, with most of the counseling done by the six agencies that EHOP has contracted with.

As part of its support of EHOP, The Enterprise Foundation, has contracted with the Los Angeles Community Design Center to prepare materials and carry out the home orientations and the Home Maintenance Training Sessions. 

(g) List all properties your nonprofit agency currently owns, has previously owned (within the last three years), rehabilitated (include approximate cost of rehabilitation), and properties that your nonprofit agency manages.  Indicate which properties were financed directly or indirectly with HUD funds.  Include the date purchased and purchase price, the date on which rehabilitation was completed and rehabilitation costs, the date sold and resale price, as well as demographic information on purchasers. Also, if applicable provide evidence of past and current performance of FHA insured loans, including address and FHA case numbers, certification of completion for each 203(k) property, date sold, sales price, and full name and telephone number of buyer.

See attached Quarterly Report.  All homes on this report were purchased through the Asset Control Area program and received a discount from HUD as well as a 0% interest note for 89 days after title transfer, according to the Future REO Acquisitions Agreement, dated December 8, 2000.

EHOP does not typically make use of FHA insurance including 203(k) insured loans.

(h) List the number of units your nonprofit agency expects to purchase.

Although EHOP has obtained financial program resources to support the planned purchase of 560 units per year, the current inventory in the selected neighborhoods is approximately 300 units per year therefore, EHOP expects to purchase 600 properties over the next two years, all of which will be within the City of Los Angeles.

(i) Provide a time line for purchasing, rehabilitating, and selling properties you wish to purchase from HUD (use number of days for each phase of the development – actual dates are not necessary).  Indicate what your anticipated sales goals are.  Describe any other performance measures.  Please note: 75% of all properties must be resold (closed) within 12 months; 100% within 18 months.  Long-term rentals are not permitted.
Timeline:

Purchase Property 
day 1 


Begin Rehabilitation
day 45 
(15 – 45 days)

Complete Rehabilitation 
day 195 
(140 – 150 days)

Sell to Homebuyer 
day 350
(150 – 155 days)

Ranges will vary by property size and type.  EHOP will not have any further performance measures and will fully comply with HUD’s requirements that 75% of all properties be sold within 12 months and 100% to be sold within 18 months. 

Sales Goals

EHOP anticipates that our sales goal experience will mirror our previous two years of experience with HUD homes.  Under this first effort, with an inventory of 234, an average of  eight EHOP homes closed each month, with the trend starting out slow in early months, gaining speed and then becoming steady (an average of 20 per month)  by month 9.  Under the new program, we expect an average of 26 closings per month, based on an inventory of 300 properties.

(j) Rehabilitation Standard: Identify the Rehabilitation Standard that you intend to apply to the properties you purchase under the proposed ACA agreement.  Potential ACA participants must provide a narrative justification for proposed rehabilitation standards that exceed repairs needed to meet MPR, energy efficiency, and local code standards.

It is the goal of EHOP to provide properties for resale which are of a quality consistent with the objectives of this program. This means that properties will be rehabilitated (1) to meet the City and HUD Code and Minimum Repair Standards, and (2) to include improvements consistent with the market and livability needs of the target buyer profile. Therefore, rehabilitation will include such items as bedroom additions, kitchen remodel, carports and other property improvements, which serve larger households as a target buyer.  Rehabilitation will also address the minimum rehabilitation standards as agreed by EHOP, the City, and HUD.

EHOP has provided the Development Partners with detailed specifications regarding rehab standards, including conditions under which properties can be torn down and rebuilt new.  Development Partners are obligated to perform to these standards.

In regard to single-family homes and duplexes, EHOP rehabilitation will result in:

· A minimum of a 10 year useful life on the home’s mechanical systems (roof, heating, electrical, water, sewer). 

· A minimum of 3 bedrooms and 1 and ¾ bathrooms, if economically and physically feasible, to meet the needs of large families.

· Abatement of lead and asbestos containing materials.

EHOP’s rehabilitation standards, which were developed in close consultation with the City of Los Angeles and HUD staff, as part of the December 2000 tri-party agreement, are attached.  These standards are summarized as follows:

ENTERPRISE HOME OWNERSHIP PARTNERS

Basic Rehab Standards

LEAD BASED PAINT

For homes built prior to 1980, a field test shall is completed to determine lead based paint hazards.  Per the lead based paint (LBP) inspection and report, all friction and impact surfaces are abated, with encapsulation of other surfaces as required and appropriate.  HUD protocol clearance certification required.  Removed components are replaced with like kind components. 

ASBESTOS

For homes built before 1980, a licensed testing company conducts an inspection and test for any asbestos containing materials.  All asbestos containing materials are removed with the exception of non-friable exterior plaster or stucco. 

SEISMIC RETROFIT
The City of Los Angeles in located in Seismic Zone #4.  The homes are repaired/retrofitted to comply with current seismic code requirements by the City of Los Angeles Building Code.

ROOF 

Roofs are examined to determine age and integrity.  Roofing materials are replaced under the following conditions:

(A) The roof cover has a remaining life of less that 10 years or exhibits significant evidence of leaking. 
(B) Existing roof cover includes one layer of wood shingles or more than three layers of asphalt/fiberglass shingles. 
Where wood shingles and/or skip sheathing is present, new plywood sheathing is installed.

PLUMBING

Existing systems are examined and galvanized water supply systems are replaced with copper.  New fixtures are installed where appropriate.  All systems are brought up to code.  

HOT WATER HEATER

Water heaters older than 3 years are replaced.  All water heaters are seismically strapped and enclosed in Code approved locations. 

ELECTRICAL

If the electrical service is less than 100 amps (or utilizes fuses) or is not grounded, a new installation is made.  All wiring is brought up to code, hardwired smoke detectors, gfi outlets where appropriate and new lighting fixtures are installed

HEATING SYSTEM

If the current heating system has less than 2 years remaining life, does not provide minimum heating of 6 btu’s per cubic foot, or the existing furnace is hazardous (e.g. floor furnace), a new heating system is installed.

CABINETS

All kitchens have functioning cabinets with a minimum of 8 lineal feet of base cabinets and 6 lineal feet of upper cabinets. 

LEGALIZE OR DEMOLISH UNPERMITTED ADDITIONS

Any additions or alterations that were completed without permits are legalized through appropriate City permit process.  

EXTERIOR CONCRETE FLATWORK

Broken and uneven concrete walks and drives are replaced.

YARD TRIM AND VEGETATION

Yards and excess vegetation are cleared.  Front lawns are re-seeded and irrigation systems installed where budget permits.

TERMITE INSPECTION

An appropriately licensed pest control company inspects each home.  Any repairs identified in Section 1 of the report are completed and the homes are fumigated. 

