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NEIGHBORHOOD STABILIZATION PROGRAM 2 (NSP2)
APPLICATION # 899114770
CITY OF CHATTANOOGA, TENNESSEE

	Jurisdiction(s):  CITY OF CHATTANOOGA
(identify lead entity in case of joint agreements) 

Jurisdiction Web Address:    www.chattanooga.gov   


	NSP2 Contact Person:   Juliette Thornton
Address:
101 E. 11th Street, Suite 200

City Hall, Chattanooga, TN 37402             

Telephone:
423-757-5133             

Fax:  423-425-6447                             

Email: thornton_ju@mail.chattanooga.gov                          


Program Summary
The City of Chattanooga is located in Hamilton County in the southeastern part of the state of Tennessee.   The City of Chattanooga’s population is estimated at 169,884, the largest of ten cities in the county (2008 estimate of the county’s population was 332,848).  Fifty-one percent of the county’s population lives in the city.
The jurisdiction consists of some twenty (20) low to moderate income census tracts, constituting the majority of the city’s core, inner city neighborhoods.

The City of Chattanooga was recently approved by HUD for participation in the Neighborhood Stabilization Program (NSP1) along with the State’s Tennessee Housing Development Agency (THDA) funds for a total of $2,981,352.  The City will utilize its experience with NSP1 and other NSP related activities through CDBG and HOME Investment Act programs to effectively administer the NSP2 grant.
The City of Chattanooga is applying for $5,000,000 to meet the minimum requirements of acquiring, rehabilitating, and selling at least 100 homes in accordance with the NSP2 guidelines.

The City of Chattanooga will be able to purchase and rehabilitate at least 100 properties with high foreclosure and vacancy index scores in Census Tract areas as identified by HUD’s NSP Mapping Tool.  The City will be able to effectively target neighborhoods that are on the decline to stabilize any further erosion of home values and occupancy rates.

Each residential property purchased through NSP2 will be rehabilitated to meet national energy efficiency standards to provide a more affordable living environment for the prospective buyers while reducing dependency on non-renewable energy sources. 
The Electric Power Board of Chattanooga is the only distributor of electrical power in a middle sized city that offers to its customers the “Fiber to the Home” network.   The FTTH will allow the Electric Power Board (EPB) to wire each house and other structures to provide telephone, data/internet and cable television service to these neighborhoods.  

Factor 1:
Need/Extent of the Problem
a. 
Target Geography

By utilizing the average foreclosure needs index score for the City of Chattanooga Census Tracts, the City will target all areas with Foreclosure and Vacancy scores of 18 or higher (See Attachment:  NSP Mapping Tool Scoring Index and Targeted Census Tracts)
The City of Chattanooga has experienced a dramatic increase in foreclosure rates in the past two years (2007 &2008) and ranks number three in the state, behind Shelby and Davidson counties.  Almost 6,488 mortgages have gone into foreclosure during this two year time span and the number continues to grow in certain census tracts.  Although there has been a slight decrease in the total number of foreclosures from the previous year, the change in the month to month rates are largely due to bank repossessions rather than from trustee sales (Tennessee Foreclosures by County-Business & Economic Reach Center, Middle Tennessee State University).
It is estimated that the city has a stock of about 37,723 owner occupied housing units. In the year between May 2008 and April 2009, some 2294 or 6% of the owner-occupied housing stock was in foreclosure.  Since January 2007, about 17% of the owner occupied housing stock has been foreclosed upon.

b.
Market Conditions and Demand Factors

Housing sales in Chattanooga has seen a drop with sporadic highs since 2004 with housing price gains over a 3 year period of 5.99%.  In 2007, the mean price for a detached single-family home averaged $143,425 with the median household income of $36,755.  
There are currently 20,350 housing units in Chattanooga with a mortgage (2,816 second mortgage, 1,794 home equity loan and 115 with second mortgages and home equity loans).  Accordingly, there are some 12,593 houses without mortgages.
The Ochs Center for Metropolitan Studies in Chattanooga conducted a study that compared Chattanooga with 13 benchmark cities (Reno, NV, Fayetteville, NC, Salem, OR, Allentown, PA, Winston-Salem, NC, Ann Arbor, MI, etc.) to ascertain the housing cost burden on citizens over various economic strata. Based upon Census 2000 data, the City of Chattanooga ranked number 7, with over 20.2% of the respondents citing housing as a cost burden to their household with no less than 30% of gross income going to housing costs.
In the target geography, the median income of the residents is almost one-half of that of persons residing in other areas of the city. The housing cost burden is higher, as based on survey responses, in the target geography. 
Among the most prevalent reasons for the number of foreclosed upon houses in the target geography is due to lost of income among local workers due to industry downturns, lay-offs, and shut downs that negatively impacts the income of household members and their ability to maintain homeownership. The immediate inner city census tracts, the number of foreclosures are based primarily on the occupants’ inability to maintain housing due to sub-prime lending practices and first and second mortgages with balloon payment clauses.  The notice of payment due usually far exceeds the available income as well as savings to address the loan payment.  The availability of financing is critical to affordable homeownership.  With the absence of conventional financing and refinancing options, borrowers are usually forced to turn to alternative sources, which often involve higher interest rates and unfavorable terms.

The Chattanooga area is fortunate that just at the time that the economy was taking a downturn both nationally and locally, one premier auto manufacturer announced that it would construct an auto assembly plant and training center that would hire some 2,000 employees with an investment into the local economy of over 1 billion dollars.  This infusion of capital into the city along with the higher than usual weekly earning power of the potential employees create opportunities and will boost the spending power of the citizenry and consequently will have a positive impact on the number of previously foreclosed houses. These foreclosed properties will be available for purchase either for owner occupancy or for investment rental properties.  A significant number of about 12,000 additional new jobs will be created through various auto suppliers and other secondary employers (Comprehensive Economic Development Strategy Regional Analysis 2009).  With the prominence of higher incomes in the community, housing sales will increase as a direct reflection of the increase in per capita income among the citizens.
Initially under the NSP1 program, the HUD generated data for the Neighborhood Stabilization Program was analyzed to examine the following factors:

· Number of foreclosures per census tract with area incomes <= 120% of median income

· Abandonment foreclosure risk scores by census tracts and Council Districts

· Ratio of the number of high mortgages and estimated number of foreclosures

· Number of vacant and abandoned properties within each census tract in the jurisdiction

· Number of abandoned, back tax, dilapidated residential structures, vacant lots and city-owned properties in the jurisdiction

· Existing and on-going projects in the jurisdiction that could complement the NSP

The City of Chattanooga’s areas of greatest need and focus for the use of Neighborhood Stabilization Program (NSP1) funds was determined to be census tracts with high “abandonment foreclosure risk scores ”of 9 and 10, and neighborhoods with residents whose per capital income is <=120% of median income.  The analysis revealed that eighteen (18) census tracts in the jurisdiction fell within this category:

1. Census Tracts 1,2,3,4,8,11, 12.13, 19, 23, 24, 25, 26, 29, 30, 32, 33, and 115 or Council Districts 1,5, 6, 7, 8, and 9 (six out of nine Council Districts).

2. Census Tracts 1, 2, 3, 4, 12 and 115 form the geographic boundaries of one of the City’s Weed and Seed Project site that is composed of neighborhoods in East Chattanooga (Avondale, Glenwood, Glenwood Heights, Orchard Knob, Bushtown, Churchville, Chamberlain, Judson Lane, Harriet Tubman, and Steiner).  

3. Census Tracts 4, 8, 12, 14, 15, 19, 24, 25, 32, and 33 constitute the study area of the City’s “Residential Survey and Documentation of Exterior Conditions Study”.  The study was conducted by J-Quad that surveyed residential structures, vacant lots and structures.  The study covered eighteen neighborhoods:  Alton Park, Avondale, Bushtown, Cedar Hill, Churchville, Clifton Hills, East Chattanooga, Eastdale, East Lake, Glenwood, Hill City, Howard, Oak Grove, Orchard Knob, Piney Woods, Ridgedale, Highland Park, and M. L. King.

Funds under the NSP2 will be focused in the target geography of twenty-one (21) census tracts that have an average Foreclosure Needs Index and Vacancy Needs Index score between 18 and 20.  (See Attachment:  HUD-NSP Mapping Tool Scoring Index and Targeted Census Tracts).
The program activities described under the uses of the funds for NSP1 will remain the same as for the expenditure under the NSP2.  The total number of housing will be 100 units, distributed based upon the needs of the 21 census tracts identified, to become stable and to deter further erosion of the neighborhoods.
In accordance with Section 2301(c)(2) of the Housing and Economic Recovery Act of 2008 (HERA), the City of Chattanooga with the assistance of non profit partners in the housing industry will ensure that all funds from NSP1 and NSP2 will be directed to projects that impact the targeted census tracts and communities.  The funds will be focused in neighborhoods with the highest percentage of homes financed, the highest percentage of homes financed by a subprime mortgage related loan, areas that are most likely to face significant rise in the rate of home foreclosures and neighborhood block groups with high numbers of abandoned, blighted, and vacant lots and properties.

The NSP1 funds will be used as follows:

· 25% will be used to benefit individuals that fall within the <=50% area median income ($26,700 family of four) for the purchase of abandoned or foreclosed upon homes or residential properties that will house eligible families and individuals.  HUD-NSP1 and THDA-NSP combined funds will equal to $528,432.

· 10% of the HUD-NSP1 funds of $211,300 will be used for Administration & Planning activities.  Under the THDA-NSP funding, another 5% or $43,381 will be used for Administration and Planning.

· The HUD-NSP1 funds of $1,373,995 and 95% of the THDA-NSP funds of $824,244 for a total of $2,198,239 will be used for Projects in the areas designated as in the greatest need.

Factor 2:  Demonstrated Capacity of the Applicant and Relevant Organizational Staff

a.   Past Experience of the Applicant

The City of Chattanooga was approved for the Neighborhood Stabilization Program in December 2008 through the Housing and Economic Recovery Act (HERA) of 2008.  In April 2009, the City submitted an application to the State of Tennessee Housing and Development Agency (THDA) for NSP funds that the state allocated to the major metropolitan cities and counties.  The amount of these funds that will be dedicated to neighborhood stabilizations activities will be $2,981,352.
The City, through its Department of Neighborhood Services and Community Development that manages the city’s CDBG and HOME Investment Act funding advertised and accepted bids from various consulting firms to provide services for the implementation of the NSP1.  The contract was signed in June 2009.

Since 1974, the Department of Neighborhood Services and Community Development and its predecessors have managed the city’s CDBG and in 1993 HOME Investment Act Funds.  The Department has been providing owner-occupied home rehabilitation loans through the Community Development Block Grant (CDBG) and the HOME Investment Act Programs to help preserve and stabilize housing stock and maintain affordable housing for low to moderate income citizens.

In FY 2007-2008, eighty-six (68) homes were rehabilitated in the City of Chattanooga using CDBG and HOME Investment Act dollars. In FY 2008-2009, fifty-nine (59) homes were rehabilitated.
Through the HOME Program, in FY 2007-2008, the City provided downpayment assistance for sixty-nine (69) first-time homebuyers while providing homeownership training to one hundred forty-eight people (148).  In partnership with the City’s nonprofit housing development partners, there were eight (8) new homes constructed for low to moderate income households.  During 2008-2009, ten (10) newly constructed homes were completed.
To stabilize neighborhoods and remove blight, the City used CDBG funds to demolish eighteen (18) sub-standard properties in 2007. In 2008-2009, another sixteen (16) properties were demolished.  Since 1999, 355 homes have been demolished while more than 3,772 properties have been cited to court for abandonment or other code violations; alternatives to demolition have been found.
b.   Management Structure

The City of Chattanooga Neighborhood Stabilization Program will be managed by the Department of Neighborhood Services and Community Development staff which manages all programming funded under HUD. 
The accountant monitors all fund expenditures and draws down funds from the DRGR as required for HUD-NSP1 and NSP2.
Organizational Chart for Managing NSP2
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The Community Development staff under the Department of Neighborhood Services and Community Development will have direct day-to-day responsibilities for the implementation, operations and management of the NSP programs.  The Community Development staff report directly to the Administrator of the Department.
The Department will work with the consulting firm of Asset Property Disposition, Inc. to provide a Neighborhood Stabilization Implementation Plan for NSP1 programs in the city.  
The City is in the process of procuring a consultant to manage the NSP1 Initiatives identified in the Implementation Plan.
It is projected that information developed for implementation of the NSP1 will be used to develop the various components of the NSP2 programs.
Factor 3:  Soundness of approach

a.   Proposed Activities

1.  Briefly describe the overall stabilization program you propose to undertake

The City of Chattanooga’s NSP2 will build and expand upon the Program Activities of the NSP1 as implemented under the HERA.  The four Activities will include: A Land Bank, New Construction/Redevelopment of Vacant Land and Rental Housing and Homebuyer Activities, Demolition; and, Financing.
The City will follow the requisite requirements and Building Codes as adopted by the City Council under both NSP1 and NSP2.  (See Attachment: Definitions and Building Codes)
The attached Maps outline the specific Census Tracts where activities will be focused for both NSP1 and NSP2.  (See Attachment:  NSP1 and NSP2 Map)
By focusing on the high areas of Foreclosure and Vacancy Need Risk Scores, the City of Chattanooga will be able to maximize the efficiency for both NSP1 and NSP2 by targeting areas and prioritizing the “high priority” areas for each with both programs.

2.  Uses of Funds and Firm Commitments

As part of the NSP2, 10% or $500,000 will be reserved for Administration and Planning activities and $1,250,000 or 25% of the NSP2 request of $5,000,000 will be set aside for projects that benefit individuals or households that at 50% or less of the median income.
The projects that will be undertaken using the NSP1, THDA-NSP, and NSP2 funding are:
ACTIVITY 1

Land Bank—This will be undertaken by the City to remove barriers that in the past have hampered the conversion of abandoned and blighted land to better uses in order to stabilize residential neighborhoods and return properties to the tax rolls.  Abandoned and or foreclosed upon properties, such as FHA owned properties, will be purchased at a discount. Each property considered for purchase will be appraised in accordance with the definition in the NSP regulations. That information will be used to negotiate a discount of, on average, at least 15% using the formula provided in the NSP regulations. City owned scattered sites may be assembled, and back tax properties in default, with clear title, may be assembled for future development by the City or partner organizations. Properties will be developed and or disposed of through resale to qualified home buyers whose incomes do not exceed 120% of AMI at discounts, or through RFP processes for the most feasible plan for the use of the property. Properties will not be banked for more than ten years. The City will place a lien or land use restriction agreement on the property to ensure required use and long term affordability.

National Objective: Benefit low, moderate and middle income person i.e., <= 120% of area median income.

Activity Type:
	NSP Eligible Use:
	CDBG Eligible Activity:

	(C) Establish land banks for homes that have been foreclosed upon


	24 CFR 570.201 (a) Acquisition and (b) Disposition




Budget for Activity: 
$250,000 (HUD-NSP1)





$  50,000 (THDA-NSP)





$500,000 (NSP2)

Projected number of units:
 5 (HUD-NSP1)






 1 (THDA-NSP)






10 (NSP2)

0% and below---0


51% to 80%-------0


81% to 120%-----6 Units @ $300,000



     10 Units @ $500,000 (NSP2)
ACTIVITY 2

New Construction/Redevelopment-Vacant land will be redeveloped by construction of new housing units to increase the stock of affordable rental and housing units for homeownership opportunities.  The activities will be carried out by nonprofit organizations and private developers to construct, renovate, and manage projects in selected neighborhoods.  Among the new construction, transitional housing and redevelopment activities will be projects that are designed to fulfill the need of addressing the use of the 25% set-aside to be used to benefit persons at 50% or below the median income.  Rehabilitation programs/projects will include a minimum of 8 hours of housing counseling by HUD Certified Counseling Agencies for those seeking to take part in the activity.

Rental Housing and Homebuyer Activities For single family rental, lease purchase and home-ownership properties, the City of Chattanooga will use the HOME minimum affordability periods for the amount of NSP funds invested as shown below. Rental and homebuyer activities housing will remain affordable for not less than the applicable period, beginning after project completion for construction/rehabilitation and after closing for homebuyer activities.  The affordability requirements will apply without regard to the term of any loan or mortgage or the transfer of ownership. The affordability requirements will be imposed by deed restrictions, covenants running with the land or other mechanisms approved by the City. The Grantee/City may use purchase options, rights of first refusal or other preemptive rights to purchase the housing before foreclosure or deed in lieu of foreclosure to preserve affordability.  The affordability restrictions will be revived according to the original terms if, during the original affordability period, the owner of record before the foreclosure, or deed in lieu of foreclosure, or any entity that includes the former owner or those with whom the former owner has or had family or business ties, obtains an ownership interest in the project or property.
	HOMEOWNERSHIP

ACTIVITY
	NSP FUNDS
	AFFORDABILITY

	Financing, New Construction, Rehabilitation or Acquisition of Existing Housing


	              < $15,000

	5 Years

	
	$15,000 - $40,000
	10 Years

	
	Over $40,000
	15 Years

	RENTAL HOUSING

ACTIVITY
	NSP FUNDS
	AFFORDABILITY

	 Rehabilitation or Acquisition of Existing Housing


	              < $15,000


$15,000 - $40,000

Over $40,000
	5 Years

10 Years

15 Years

	Refinance of Rehabilitation Project
	
Any $ amount

	15 Years

	New Construction or Acquisition of Newly Constructed Housing
	Any $ amount
	20 Years


National Objective: Benefit low, moderate and middle income person i.e., <= 120% of area median income.

Activity Type:

	NSP Eligible Use
	CDBG Eligible Activity:

	E) Redevelop demolished or vacant properties

(B) Purchase and rehabilitate homes and residential properties that have been abandoned or foreclosed upon, in order to sell, rent, or redevelop such homes and properties.
	24 CFR 570.201(a) Acquisition, (b)Disposition,

(c) Public facilities and improvements,

(e) Public services for housing counseling, but only to the extent that counseling beneficiaries are limited to prospective purchasers or tenants of the redeveloped properties,

(i) Relocation, and

(n)Direct homeownership assistance (as modified below).

204 Community based development organizations.

24 CFR 570.201 (a) Acquisition 

(b) Disposition, 

(i) Relocation, and 

(n) Direct homeownership and preservation activities, for homes and other residential properties (HUD notes that rehabilitation may include counseling for those seeking to take part in the activity)


Budget for Activity:
$1,052,427 (HUD-NSP1)





$   412,122 (THDA-NSP)





$2,369,000 (NSP2)
Projected number of units:
17 (HUD-NSP1)






  7 (THDA-NSP)






 38 (NSP2)

50% and below---8 Units @ $528,431




       20 Units @$1,250,000 (NSP2)


51% to 80%-------- 7 Units @ $390,621




        9 Units @$559,500 (NSP2)

81% to 120%------ 9 Units @ $545,497




        9 Units @ $559,500 (NSP2)
ACTIVITY 3
Demolition-Funding will be available to remove blighted structures that pose a safety hazard to the community and are structurally unsound for redevelopment or renovations.  These properties may be reserved and held and converted for land banking for future construction of rental or homeownership housing units. All single family and multifamily properties acquired will be purchases of foreclosed upon properties. The affordability requirements will be imposed by deed restrictions, covenants running with the land or other lien mechanisms approved by the City.

National Objective: Benefit low, moderate and middle income person i.e., <= 120% of area median income.

Activity Type:

	NSP Eligible Use:
	CDBG Eligible Activity

	(D) Demolish blighted structures
	24 CFR 570.201(d) Clearance for blighted structures only


Budget for Activity:
$100,000 (HUD-NSP1)





$   68,000 (THDA-NSP)




$360,000 (NSP2)
Projected number of units:

18 (HUD-NSP1)






10 (THDA-NSP)






60 (NSP2)

50% to 120%---28 Units @ $168,000



    60 Units @ $360,000 (NSP2)
ACTIVITY 4

Financing-Housing development partners will work through local financial institutions to develop permanent first and second mortgage products (FHA) and other types of loans) for prospective home purchasers; for the purchase of foreclosed upon properties and either newly constructed homes or renovated properties. Each property considered for purchase will be appraised in accordance with the definition in the NSP regulations. That information will be used to negotiate a discount of, on average, at least 15% using the formula provided in the NSP regulations. NSP funds will be provided to cover principle reductions, interest rate buy-downs, down payment assistance and closing costs at zero to low interest rates for qualified homebuyers whose incomes do not exceed 120% of AMI. Interest rates will be determined by income and ability to pay. Interest rates will at no time exceed competitive market rates. Financial institutions’ reputation and track record will be of such as to offer competitive rates and flexibility in its mortgage products and limits its fee structure to be advantageous to the borrower, protecting the home buyer from future predatory lending practices. The City will use the resale/recapture restrictions along with placing a lien on the property to ensure long term affordability. The affordability requirements will be imposed by deed restrictions, covenants running with the land or other mechanisms approved by the City. The Grantee/City may use purchase options, rights of first refusal or other preemptive rights to purchase the housing before foreclosure or deed in lieu of foreclosure to preserve affordability.  The affordability restrictions will be revived according to the original terms if, during the original affordability period, the owner of record before the foreclosure, or deed in lieu of foreclosure, or any entity that includes the former owner or those with whom the former owner has or had family or business ties, obtains an ownership interest in the project or property.

National Objective: Benefit low, moderate and middle income person i.e., <= 120% of area median income.

Activity Type:

	NSP Eligible Use
	CDBG Eligible Activity:

	(A) Establish financing mechanisms for purchase and redevelopment of foreclosed upon homes and residential properties, including such mechanisms as soft-seconds, loan loss reserves, and shared-equity loans for low- and moderate – income homebuyers.
	As part an activity cost for an eligible as defined in 24 CFR 570.206.

Also, the eligible activities listed below to the extent financing mechanisms for use to carry them out.

24 CFR 570.201(a) Acquisition, (b)Disposition,

 (i) Relocation, and

(n)Direct homeownership assistance (as modified below).

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




Budget for Activity:
$500,000
(HUD-NSP1)





$294,122
THDA-NSP)




$1,200,000
(NSP2)
Projected number of units: 

25 (HUD-NSP1)







14 (THDA-NSP)






40 (NSP2)

50% and below---0


51% to 80%-------15 Units @ $300,000



       20 Units @ $600,000 (NSP2)

81% to 120%----- 24 Units @ $494,122



       20 Units @ $600,000 (NSP2)
b.   Project Completion Schedule

The City of Chattanooga proposes to have at least 50% of its NSP2 funding expended within the first two years after the award date with the balance expended by the end of the third year.
c.   Income Targeting for 120 %, 50% of Median

The City of Chattanooga will target only those households or individuals whose income falls within the 120% and 50% low to moderate income levels as required by NSP1 and NSP2 as based upon the HUD income guidelines and limits. 
	FY 2009 Income Limits for 50% of HUD Area Median Income
	

	1 person household
	2 person household
	3 person household
	4 person household
	5 person household
	6 person household
	7 person household
	8 person household

	19,650
	22,450
	25,250
	28,050
	30,300
	32,550
	34,800
	37,050

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	FY 2009 Income Limits for 120% of HUD Area Median Income

	1 person household
	2 person household
	3 person household
	4 person household
	5 person household
	6 person household
	7 person household
	8 person household

	47,100
	53,850
	60,600
	67,300
	72,700
	78,100
	83,500
	88,850

	
	
	
	
	
	
	
	


At least 25% of the NSP2 ($1,250,000) funds will be used to serve individuals and households whose income does not exceed 50% of the area median income.  
d. Continue Affordability

To ensure continued affordability, NSP2 project sponsors, owners and/or developers will be required to sign a grant note, deed of trust, and restrictive covenant to enforce the affordability period. 

The city will adopt the HOME program standards at 24 CFR 92.252 (a), (c), (e), 92.254 as the affordability standards and enforcement to ensure continued affordability.

e. Consultation, Outreach, Communications

The City of Chattanooga will use NSP1 funds appropriated directly from HUD as well as NSP funds that came through the State of Tennessee Housing Development Agency (THDA) for stabilizing targeted census tracts where foreclosed upon and abandoned properties have negatively impacted the economic fiber and stability of the community.  
As required by the HERA and the American Recovery and Reinvestment Act of 2009 (ARRA) the City of Chattanooga will strive for continuous improvement and maintain transparency in its handling of all of its publicly funded programs.

In compliance with the regulations, this document as with all such materials is made public through the media and on the City’s website.  Documents that pertain to the NSP1 and NSP2 are published and linked on the website for the public’s information and perusal.  
Printed copies of all documents including maps and other pertinent information are printed in hard copy for distribution accessible through the office of the Department of Neighborhood Services and Community Development.  Additional copies of the document are made available to the public for a nominal fee to defray the cost of duplication.
Written comments regarding the content of the documents for NSP2 are welcomed and publicly solicited.  The public is given a 10-day comment period that runs from 

July 2, 2009 – July12, 2009.  
Comments received will be added to this NSP2 Application.
The City of Chattanooga purposes to continue to work in concert with its nonprofit network of housing developers to support the pretext of the NSP1 and NSP2 projects.  

Local nonprofit organizations will work in partnership with the City to develop, implement and deliver the NSP1 and NSP2 in the areas of greatest need.  Among the organizations, but is not limited to, are:

· Chattanooga Neighborhood Enterprise

· 28th District CDC

· Chattanooga Community Housing Development Organization (CCHDO)

· Community Impact Fund

· Chattanooga Homeless Coalition
· Habitat for Humanity
Opportunities to participate in the development of NSP2 projects will be open to nonprofits and private developers through a public competitive process.  Projects will be submitted in the form of proposals to the City of Chattanooga’s NSP1 & 2 Programs.  The proposals will describe project activities, outline objectives and performance outcomes, and cite the CDBG national objective to be accomplished as a result of the specific project.

f. Performance and Monitoring
The level or scope of monitoring for an activity or program is determined by several factors, including but not limited to; the type of activity funded, the amount of funding provided, the size or capacity of the recipient organization, the role or responsibility being assumed by various parties, the scope of the last monitoring, time lapse since that monitoring, and the results of the last monitoring. 

A level of monitoring is built into the Department of Neighborhood Services and Community Development overall grant management delivery system for CDBG, HOME Investment Act and other federal funded projects and is performed throughout the year. This involves examination of vouchers, reviewing quarterly status reports, reviewing independent audit reports, visits to construction sites, reading newspaper articles, attending meetings or events sponsored by funded organizations, and making on-site visits to the project, just to name a few.  Many times these routines enable the monitor to assess performance and identify any compliance problems prior to on-site monitoring. 

Some activities (high risk or inexperienced sub-recipients) require continuous oversight or monitoring while others require less. Certain programs or grants, like the HOME program areas or organizations require in-depth monitoring each year.  Risk factors such as the following are also use to assist in determining the level or scope of monitoring to be performed.
Effective monitoring is not a one-time event, but an ongoing process of planning, implementation, communication, and follow-up. As a result, a monitoring of grant activities is distributed throughout the life of the project or program year. The monitoring involves people from inside and outside and requires detailed information, reports, meetings, and documentation. Not only do we monitor organizations that have been entrusted with grant funds, but we also conduct internal monitoring to ensure that we are administering the grants correctly.  

The monitoring efforts of the CD Staff are guided by both the responsibilities under the grants and the goals established for the community through the use of these funds. The monitoring efforts include, but are not limited to:

•
Identifying and tracking program and project results;

•
Identifying technical assistance needs of City, organizations, recipients, and Subrecipient staff;

•
Ensuring timely expenditure of funds;

•
Documenting compliance with program rules;

•
Preventing fraud and abuse; and

•
Identifying innovative tools and techniques that support community goals.

To organize monitoring efforts, an annual monitoring schedule is developed. The CD staff reviews the list with management and from the list develop a plan that outlines the strategy and scope needed to conduct a thorough review to determine that all activities are properly monitored and meeting regulatory requirements. The monitoring plan consists of the following:

Monitoring Objectives and Strategy:

The plan identifies the monitoring goals and strategies, highlighting areas to which staff should pay special attention during the monitoring visit and throughout the funding of the activity. 

Ongoing Monitoring:

The plan identifies the check-points that ensure a minimum level of review for all activities during the year and the scope and frequency of those reviews. This component identifies specific reports to be generated and reviews to be conducted, as well as establishing the frequency and timing of such reviews.

Monitoring Staff and Schedule:

The plan indicates when monitoring reviews will be performed and by whom.

The monitoring plan is updated annually and distributed to staff. 
Rating Factor 4:  Leveraging Other Funds, or Removal of Substantial Negative 


        Effects

The City of Chattanooga will leverage the NSP2 program and its benefits through the “Fiber to-the Home” (FTTH) network which is now the global telecommunications standard for voice, video and data exchange. The city’s local utility company, the Electric Power Board (EPB) provides electric service to more than 168,340 customers in a 600 square mile service territory.  
The estimated cost for the entire service area is $230 million for electric fiber infrastructure improvements. The FTTH project is funded in part with a HUD Section 108 Loan Guarantee in the amount of $5,447,445.

The Section 108 Loan Guarantee financing is being used to cover the costs of bringing the Fiber to Home services to three (3) low to moderate income census tracts, which include tracts 19, 20 and 23. These tracts are the first to benefit from the service and are also targeted tracts for NSP1 and NSP2. 

The EPB will be able to provide telephone, data/internet and cable television service and reduced costs to residences specifically in the NSP1 and NSP2 target geography.   The FTTH will allow for the EPB to be aware of power outages and ultimately allow for off-site meter reading and monitoring of the efficiency of electrical uses to help its customers reduce electric service costs.  The EPB will be able to set up demand time pricing that allows customers to utilize less expensive electricity during non-peak times and reduce usage during higher cost peak times.  
In some of the select census tracts, previous infractions have negatively impacted the quality of housing in the neighborhoods and have contributed to the destabilization of the neighborhood.  The City of Chattanooga is engaged in using a Section 108 Loan Guarantee to establish a Community Development and Brownfield Revolving Loan Funds that will be used in many of the targeted census tracts for NSP1 and NSP2.
Through the Environmental Protection Agency, BrightBridge, a private nonprofit agency, and Hamilton County government, the City has received Brownfield cleanup grants that total to $2.26 million in commitments for locations and projects in the NSP1 and NSP2 target areas.  Leveraging through these grants includes the following projects:

· Cavalier Brownfield Clean Up Grant-- $280,000 (EPA $200,00 & BrightBridge $80,00)
· Ohls Avenue Clean Up Grant--$300,000 (EPA-$200,00 & City-$100,000)

· Anchor Glass Office Building--$$200,000 (EPA $200,000 & City-$40,000)

· Charles Bell School Site Clean Up Grant--$240,000 (EPA $200,000 & Hamilton County $40,000)

· EPA Brownfield Revolving Loan Fund--$1,200,000 (EPA $1,000,000 & City $200,000)

The City of Chattanooga will stabilize the current housing market by removing negative effects or destabilizing influences.  With the NSP2 funds, the City will positively impact the minimum of 100 foreclosed and vacant residential properties and occupy each with a qualified individual or family within the 120% income guidelines.
Rating Factor 5:  Energy Efficiency Improvement and Sustainable



        Development Factors

a. Transit Accessibility –with Convenient Bus Schedules and Routes

The City of Chattanooga is fortunate to have CARTA, a public authority which operates the public transportation system providing fixed route transit services.  CARTA operates transit services for people with disabilities (Care-A-Van), a Downtown Shuttle and convenient parking garages in Downtown Chattanooga with access to the Shuttle system, and the Lookout Mountain Incline Railway.  CARTA has the largest fleet of electric buses in the United States in operations since the 1990’s in Chattanooga.
The census tracts of greatest need (NSP1 and THDA-NSP) and those with high Foreclosure and Vacancy Index Need scores (NSP2) are served by CARTA, allowing the residents to have an easy and convenient mode of transportation to access various services in the community to include work, access to medical facilities, shopping and recreation, to name a few.
The CARTA SYSTEM MAP cites the bus routes that are served on a 7-day per week schedule.  (See Attachment:  CARTA SYSTEM MAP) 

b. Green Building Standards

The City of Chattanooga will follow the NSP2 rehabilitation standards and improve the energy efficiency of all foreclosed and vacant residential properties purchased with NSP2 funds.

The City of Chattanooga will follow the Energy Star standards for all housing rehabilitation to establish a 15% minimum energy efficiency rating with a goal of 20-30%.
All rehabilitations will incorporate light retrofitting and will involve one or more of the following:

1. Effective Insulation-Properly installed and inspected insulation in floors, walls, and attics to ensure even temperatures throughout the house.

2. High Performance Windows-Energy-efficient windows that are designed to block damaging ultraviolet sunlight and full perimeter weather stripping and to prevent heat loss during the winter and heat gain during the summer and air and water infiltration.

3. Tight Construction and Ducts-Sealing holes and cracks in the house and in heating and cooling duct systems  to reduce drafts, moisture, dust, pollen, and noise.

4. Efficient Heating and Cooling Equipment-Systems that meet the Energy Star specifications.
5. Efficient Products-Energy Star qualified products—lighting fixtures, compact fluorescent bulbs, ventilation fans, and appliances such as refrigerators, dishwashers, and washing/dryer machines.

c. Re-use of Cleared Sites 

The City of Chattanooga in conducting its demolition of abandoned and blighted structures will undertake the project with the ultimate goal for the construction of new housing in compliance with the NSP2 program guidelines.

d. Deconstruction Salving and Re-using Materials from Demolitions

Currently in the City of Chattanooga’s demolition programs that are funded by general funds and a portion funded under CDBG, the City does not make it mandatory for the demolition contractors to salvage any products taken from the property.  Rather, contractors are required to remove the debris and maintain the documentation of land filling the un-usable rubbish.

The City is in the process of adopting policies for the newly organized Office of Sustainability to develop energy use policies and adopt practices that will attempt to preserve and conserve as many resources as possible in the City.  Deconstruction could become one of the practices that may be developed and implemented.
e.   Sustainable Development Practiced
The City of Chattanooga will utilize as many NSP2 recommended Energy Efficient and Environmentally-Friendly Green Elements as available and approved in meeting the Sustainable Development objective.
Rating 6:  Neighborhood Transformation and Economic Opportunity

1. Consistent with a Comprehensive Regional Plan
The Southeast Tennessee Development District/Chattanooga Regional Council of Governments (SETDD/CARCOG) provides planning and development services for the region and coordinates the establishment of regional and local priorities. 
The Comprehensive Economic Development Strategy (CEDS) Regional Analysis 2009 data is compiled by the Southeast Tennessee Development District.  The CEDS provides information on the region’s demographic and socio-economic conditions and is developed in compliance with the Economic Development Administration’s Interim Final Rule, Section 303 (a). 
Priorities cited in the CEDS is the need for new and affordable housing, the spike in the population in the 2011-2012 period, and needs associated with the increased needs in the service sector due to aged residents.
2.  Describe how the NSP2 Activities relate to and increase the effectiveness of that Plan.

In accordance, the contents of the NSP2 Application incorporates the housing needs as outlined in the CEDS, which outlines the impacts of the  impending upsurge in the creation of over 14,000 new jobs on the horizon for the City of Chattanooga. The construction of new housing units and rehabilitation of foreclosed upon housing in the greatest need census tracts will address the need for owner occupied housing as it is projected that the population of the community will increase drastically between 2011 and 2012 as job opportunities are made available.  The surge in new jobs will come as a result of the construction of a one billion dollar auto assembly plant and training center that is located within a one-mile or less walking distance from some of the census tracts that will be targeted in the NSP2 programs.
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CITY OF CHATTANOOGA

 Definitions

And
BUILDING CODES 
Definitions and discriptions
Definition of “blighted structure” in context of state or local law:  

The local laws that govern conditions of structures in the City of Chattanooga provide the minimum requirements and standards for premises, structures, equipment and facilities to ensure a safe and healthful environment.  The City Codes are adopted by the local governing body and are outlined as follows:

Definitions that shall apply to the City of Chattanooga’s NSP1 in accordance with the Housing and Economic Recovery Act of 2008 (HERA) and NSP2 in accordance with the American Recovery and Reinvestment Act of 2009 (ARRA) are:

Housing Chapter 21

Section 21-4. Definitions

(1)
Structure shall mean that which is built or constructed, an edifice or building of any kind, or any piece of work artificially built up or composed of parts joined together in some definite manner.  The term “structure” shall be construed as if followed by the words “or part thereof”.

Sec. 21-122. Definitions

(2)
A “Blighted” or “deteriorated” property means any vacant structure or vacant or 
unimproved lot or parcel of ground in a predominantly built-up neighborhood, 
which property is not used for agricultural purposes:


(i) Which because of physical condition or use is regarded as a public nuisance at 
common law or has been declared a public nuisance in accordance with local 
housing, building, plumbing, fire or related codes;


(ii) Which because of physical condition, use of occupancy is considered an 
attractive nuisance to children, including, but not limited to, abandoned wells, 
shafts, basements, excavations, and unsafe fences or structures;


(iii) Which because it is dilapidated, unsanitary, unsafe, vermin-infected or 
lacking in 
the facilities and equipment required by the housing code of the municipality, 
has been designated by the appropriated by the appropriated agency of 
department responsible for enforcement of the code as unfit for human 
habitation;

(iv) Which is a fire hazard, or is otherwise dangerous to the safety of persons or 
property;


(v)From which the utilities, plumbing, heating, sewerage or other facilities have 
been disconnected, destroyed, removed, or rendered ineffective so 
that the 
property is unfit for its intended use;


(vi) Which by reason of neglect or lack of maintenance has become a place for 
accumulation of trash and debris, or a haven for rodents or other vermin;

(vii) Which has been tax delinquent for a period of at least three (3) years; 
or

(viii) Which has not been rehabilitated within the time constraints placed upon the 
owner by the appropriate code enforcement agency.


(b) “Blighted” or “deteriorated” property shall also include displaced and /or 
vacant industrial and commercial properties and facilities.
 (3)
Abandoned:  A home is abandoned when mortgage or tax foreclosure 
proceedings have been initiated for that property, no mortgage or tax 
payments have been made by the property owner for at least 90 days, and 
the property has been vacant for at least 90 days.
(4)
Current Market Appraised Value:  The current market appraised value means 
the value of a foreclosed upon home or residential property that is established 
through an appraisal made in accordance with the appraisal 
requirements of the 
Uniform Relocation and Property Acquisition Act at 49 CFR 24103 and 
completed within 60 days prior to an offer made for the property by a 
subrecipient, grantee, developer or individual homebuyer.
(5)
Foreclosed:  A property “has been foreclosed upon” at the point that, under 
state or local law, the mortgage or tax foreclosure is complete, and title for the 
property has been transferred from the former homeowner under some type of 
foreclosure proceeding or transfer in lieu of foreclosure, in accordance with state 
or 
local law.

The City of Chattanooga’s Land Development Office uses approved regulations and specifications for building, gas, mechanical, electrical, plumbing and zoning codes adopted by the City Council to ensure quality construction of a safe finished and altered structure for the benefit of public and/or private use.  The adopted codes are:


· 2003 International Residential Code

· 2003 International Building Code

· 2003 International Fire Code

· 2003 International Fuel Gas Code

· 2003 International Plumbing Code

· 2003 International Mechanical Code

· 2005 National Electric Code

· ANSI A117.1-1998

· 2002 Chattanooga Zoning Ordinance 

The International Code books are available on the website:  www.iccsafe.org
City of Chattanooga NSP2 Application # 899114770

Page 1 of 26
PAGE  
City of Chattanooga NSP2 Application #899114770
Page 1 of 26

_1307953735.bin

