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Good morning Chairpersons Ravitch and Molinari and members of the Millennial Housing Commission.

I am Ann Sewill, director of California programs for The Enterprise Foundation in Los Angeles.  

I appreciate the opportunity to contribute to the discussion of issues important not only to those of us in this room, but to literally hundreds of thousands of families across the country in need of a decent, safe, affordable place to call home.

As the commission may know, The Enterprise Foundation is a national, nonprofit housing and community development organization launched in 1982 by Jim and Patty Rouse to see that all low-income people in the United States have the opportunity for fit and affordable housing and to move up and out of poverty into the mainstream of American life. 


Enterprise focuses its work with low-income people in Los Angeles on creating and improving access to quality child care, providing financial products and services to support the development of affordable housing, increasing the ability of nonprofit organizations to better serve low-income communities through technical assistance and training, and, especially, homeownership.


Housing is the essential platform for combating poverty, providing a safe and healthy place to raise a family. It’s a first step towards transforming deteriorated and sometimes violent conditions scarring our urban and rural communities. Homeownership is a uniquely American value that builds families, neighborhoods and lives.


More than a year ago, The Enterprise Foundation became the first nonprofit in the country to complete 100,000 homes for low-income people. That house was here in Los Angeles. Victor Archaga, a job counselor for a local nonprofit, purchased the home with his wife and three children. Mr. Archaga spoke for many families when he said:

“We hope that this move will transform our lives by providing

a more positive environment. . .  This is our first home. 

This is the first time our dreams have started to come true.”
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In Los Angeles, we have developed a program that turns eyesores into assets, providing homeownership opportunities for low-income families as a tool to revitalize communities.


Most people drive by boarded up, abandoned buildings and speed up a little, sensing danger and despair. The Enterprise Foundation drove by and saw opportunity and hope.  We call it EHOP, the Enterprise Home Ownership Partners program.

EHOP is a part of an Asset Control Area program that requires the Federal Housing Administration and the U.S. Department of Housing and Urban Development to partner with local governments and community development corporations to aid in the purchase, rehabilitation and sale of FHA-foreclosed properties in distressed

neighborhoods. These single-family properties then are sold for homeownership to low-income families.


EHOP will completely renovate and refurbish 1,680 such homes over three years, providing affordable housing opportunities for families in Boyle Heights, Highland Park, Canoga Park, Pacoima, South Central LA and Watts. Some of these homeowners will earn as little as $25,000 a year.


This $100 million investment is a partnership between Enterprise, the City of Los Angeles and HUD.  

HUD discounts the properties included in the bulk-sale based on an “as is” appraisal and provides a 10-, 30- or 50- percent discount in correlation to the level of rehabilitation needed to prepare the homes for homeownership. 

Almost all of the homes in the ACA will be eligible for the 50 percent discount. Typically, EHOP will buy the homes from HUD for $60,000, about half the appraised value. The homes are usually 70- to 80-years old and have never had work done to the building systems.

A critical component of this program is the amount and comprehensiveness of the repairs and renovation will be making to these homes.


These homes will be fully repaired and renovated to spare the homebuyer any major housing repair costs after investing the vast majority of their savings to purchase the home. We will make sure the roof doesn’t leak, that the electrical system is working 
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and the water heater functioning. The renovations will be made so the home suits the market. In many cases, we will be adding a bathroom and one bedroom. The rehabilitation costs will average $65,000 per home.

Almost 95 percent of these homes will be sold to low-income families, earning between 55 percent and 75 percent of the area median income. The homes will sell for about $130,000.


To help you better understand the importance of and need for this program, I’ll share one statistic. A toll-free number was established to receive calls from prospective buyers. Thirty one hundred (3,100) people have called to date. 


Nationally, there are 70,000 FHA foreclosures a year. EHOP will address one half of the FHA-foreclosed properties in the City of Los Angeles. Much more needs to be done and more can be done with increased flexibility from HUD.

These rehab projects are designed to be permanent, not only to save the homebuyer money on potential future repairs, but to insure, to the best to our ability, that the EHOP purchase is the “final foreclosure.”



This issue of “flipping” is common among FHA-foreclosed homes.  Many of these homes are coming to us with a history of shoddy rehabilitation. For example, the first house we purchased on Mott Street in Boyle Heights had been sold twice in two years. The first sale was to an investor who made minor improvements and sold it to a new owner using FHA-insured mortgage, making a profit of $60,100 in nine months. 


Because the house recently had been repainted and stuccoed, our first impression was that it would not need much work. An inspection showed that the house needed $35,000 in repairs simply to bring it up to code.


Also contributing to this goal of ending the cycle of foreclosure is the “Buyer Safety Net,” a series of resources and programmatic guidelines to help protect buyers from default and foreclosure.


They include homebuyer education and counseling; conservative underwriting that limits the buyer to spending 30 percent of his/ her income for housing; a post-purchase program to train homeowners on home repair, budgeting and financial 

Enterprise/ Sewill Testimony

June 4, 2001

literacy; and a dedicated team of six lending institutions providing conventional first mortgages.


EHOP and the ACA program promote objectives crucial to revitalizing neighborhoods and helping low-income families build assets through homeownership. It relieves the federal government of the burden of foreclosed homes. It limits losses from future foreclosures and helps prevent real estate speculation and resident flight that exacerbates neighborhood blight.


The potential success of the ACA program is a direct result of the tremendous flexibility provided in legislation to HUD and its local partners that allows individual programs to reflect local needs and market conditions. The Department and its partners are negotiating many major details to make the program more effective. We encourage the Commission to highlight the program’s promise and recommend that Congress continue to hold HUD accountable for implementing the ACA program in the spirit of the statute’s flexibility.


Specifically, we hope you will recommend that HUD not impose arbitrary limits on the location of homes eligible for the deepest discount sales prices. Although the statute does not provide a ceiling for the discount, HUD has proposed limiting the current maximum discount of 50 percent to homes with appraised values of $100,000 or less. This cap makes the deep discount negligible in Los Angeles, where average appraised values in our ACA are $130,000. 


HUD also is working on program regulations that would provide an even deeper discount in very distressed communities. In Los Angeles, for example, the Watts community has homeownership rates of less than 25 percent, and a very high concentration of FHA-owned homes. The incomes of potential homebuyers are even lower in Watts than in the rest of the ACA. 


These homes typically are 80- to 90-years old, range from 600 to 1,000 square feet, and need an estimated $75,000 in repairs. Due to the high demand for housing in southern California, the median HUD appraisal in Watts is $120,000. Without a deeper discount, it will be impossible to offer these homes at prices affordable to Watts residents. We would urge the Commission to recommend that Congress direct HUD to sell at a deeper discount in targeted communities like Watts.

Another promising tool to promote homeownership is President Bush’s proposed homeownership tax credit. The key elements proposed by the president are 
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allocation by the states; targeted generally to families earning 80 percent or less of area median income; limited to census tracts with median incomes at that level; awarded to developers to fill the gap between construction costs and market value; buyers would be subject to recapture of resale gain if the home is sold to a non-qualified buyer within three years of the original purchase.


A homeownership production tax credit would fill a glaring gap in the housing finance system, increase affordable homeownership for low-income people, encourage mixed-income development and community revitalization in distressed neighborhoods and combat sprawl. 


We strongly encourage the commission to recommend such a credit to Congress.

Thank you for the opportunity to join you this morning. On behalf of The Enterprise Foundation, its partners and the community-based organizations that make our work possible, I wish you well as you continue your deliberations.
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