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A. Executive Summary
The Redevelopment Project and Plan
On September 13, 2008, Hurricane Ike made landfall at 2:10a.m., with a 17-20 foot
storm surge and 110 mph winds, flooding 75% of Galveston Island. Hurricane Ike was
one of the most destructive natural disasters to make landfall in the United States.
Hurricane Ike destroyed all four of Galveston Housing Authority’s main public housing
developments, built in the 1940’s & 1960’s, namely: Oleander Homes, Magnolia
Homes, Palm Terrace & Cedar Terrace. These four sites comprised all of the family
units that GHA operated under the federal public housing program.
Rebuilding the damaged housing stock of Galveston is essential for the City’s
recovery. Without places to live, people cannot return to work, pay taxes, frequent local
businesses, or send their children to school. Galveston, including GHA, must address
unemployment, affordable housing, education, and vulnerable populations in order to
rebuild after Hurricane Ike.
The Galveston Housing Authority (GHA), as with the rest of Galveston, is facing
several decisions in regard to its four family public housing sites (569 units), which
were extensively damaged by flooding. A holistic approach to this housing crisis after
the hurricane of the century has to be global in nature, considering all options and
thinking beyond the box.
The units, which range in age from 30 to 60 years, were demolished as a result of the
City of Galveston’s finding that the units were unfit for human occupancy in violation of
the Dangerous Building Code and the cost to rehabilitate these obsolete units. GHA
has a unique opportunity to replace the physical units lost to hurricane damage with
state of the art units which adhere to the best of design principals. Since 1998, several
hundred thousand public housing units in the United States have been rebuilt and
renovated replacing outmoded, obsolete and aging housing with models of modern
living. GHA now also has that same opportunity to create a market comparable group
of units in place of the 569 units that were lost to the power of Hurricane Ike.
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Introduction
The Galveston Housing Authority is a non-profit public agency, authorized and
organized under Texas State Statute enabling legislation. The Authority was
established to provide decent, safe and affordable housing accommodations to low
income families, handicapped, and elderly persons.
The Galveston Housing Authority has provided housing to low-income families on the
Island for the last 69 years. The Authority was formed on April 8, 1940, by Mayor
Brantly Harris, who formed the public housing business with a $500 loan from the City
of Galveston. The newly formed entity conducted a survey of substandard housing in
Galveston and submitted the results to the U.S. Housing Authority in Washington, D.C.
The survey showed the immediate need for 875 units of housing. The Authority
requested federal funds to build 775 units at a cost of $3.5 million.
L. Walter Hensley was appointed the first Executive Director on July 23, 1940. He
secured funds to build the Former Oleander Homes & the Former Palm Terrace. With
the approval of President Franklin D. Roosevelt, the Authority received the loan to start
building.
GHA is committed to its mission of assisting low-income families to obtain quality
affordable housing with the intent to have "landmark revitalization” in restoring it’s
units. GHA is committed to rebuilding the units and continuing to offer housing to low
income families on the island.
The plan details the results of a review of the current conditions of the developments; a
neighborhood scan of the general Galveston area; and general and specific housing
redevelopment plans created by architectural firms under contract to GHA. Prior to the
storm the four properties consisted of 569 residential housing units and community use
buildings. The four sites are located in the northern section of the City of Galveston.
A map detailing the specific locations of the four sites is included (Appendix 1).
The purpose of this Redevelopment Plan is to give GHA and the City of Galveston all
of the necessary information and documentation to allow GHA to proceed with the
redevelopment of the sites. The plan also provides the GHA with recommendations for
implementation steps and financial resources.
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Redevelopment Plan
The Plan contains the following information:
A summary of the project concept, including the rental and homeownership
component, design criteria, target market information and a timeline.
GHA engaged two consultant architects to design appropriate site plans; one to do
construction plans for the Oaks IV project, and a second firm to do a master plan for
the three remaining sites.
Development subsidies are critical for affordable rental development. The Financing
Plan outlines the resources available to GHA, the developer and residents that would
significantly reduce the development cost, purchase and/or mortgage amount. The
Implementation Plan identifies specific financing resources, including the tax credit
application process, subsidy sources, the entitlement process, and the timelines and
processes to access those resources.
A financial feasibility analysis was developed showing development costs, rental
income and potential subsidy proceeds that the GHA could realize from the project.
An implementation plan and projected schedule through September 2012, is included
and identifies the critical tasks that need to be done initially to move the project
forward.

Development Plan
The Report recommends that the redevelopment project be developed in the following
four phases:
• Phase I - Oaks IV (formerly Palm Terrace)
• Phase II - The former Oleander Homes
• Phase III - The former Cedar Terrace
• Phase IV - The former Magnolia Homes
GHA is also looking at the potential of submitting a HOPE VI Application to HUD for the
former Cedar Terrace site. A HOPE VI award would bring GHA not only development
funding, but funding for resident and community services which are an important
component in assisting GHA clients.
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B. The Planning Process
The Galveston Housing Authority has actively engaged the public in its decision
making process. Following Hurricane Ike, GHA hosted four public participation
meetings at the Holland House community facility to involve the public in discussions
regarding redevelopment of public housing, as well as, affordable housing needs in
Galveston.
The Local Initiative Support Corporation (LISC) Housing Authority Resource Center
(HARC) staff worked with GHA staff to assess the current market and the demand for
homeownership, rental real estate development, and other community activities based
upon the inherent strength of the organization as well as market opportunities.
Over the course of two days, March 6-7, 2009, GHA hosted a Community Design
Workshop was held for the explicit purposes of examining options for the four housing
sites. Much of the discussion centered around identifying the connectivity of GHA’s
current properties to other major transportation modes, commercial activity, major
employers, and their respective proximity to public and semi-private green space.
GHA issued a request for qualifications for planning and architectural services for the
Cedar, Magnolia and Oleander Sites. The selected firm, Civic Design Associates
(CDA), held a series of community meetings and a community workshop to assist in
creating a series of preliminary designs for the three sites.
Civic Design Associates facilitated a public design workshop on July 25, 2009, from
9:00 am to 2:00 pm, at the Island Community Center. The workshops began with a
brief presentation by the consultant of the project background, objectives, and to
discuss the results of an image survey. Following this, participants worked in small
groups and completed a series of exercises to document their ideas and visions for the
public housing redevelopment.
Participants were invited to visit the on-site design studio from July 26th through July
30th, held at the Oleander Homes Community Facility where the design team worked
all week. Several public “pin-up” sessions were held, during which all work in progress
was displayed. Civic Design Associates presented preliminary recommendations on
August 4th at the Island Community Center.
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Preliminary designs for all four of the sites are appended to this plan. (Under separate
cover), GHA will use these concept plans as a starting place for the final design of the
sites working with the selected master developer of the sites.
In the process of preparing this document, the team reviewed neighborhood plans,
financial reports, market studies, demographics, and local environmental conditions
pertinent to real estate and community development activities in the Galveston area.
The following is the planning process for the former sites of Cedar Terrace, Magnolia
Homes, Oleander Homes and Palm Terrace.
1. Fact gathering
• Number of units, bedroom mix, size of units
• Number of units occupied / vacant
• Turnover rate and projected occupancy in two/three years
• Condition of units and rehabilitation estimates if appropriate
• Incomes of residents
• Size of property
• Surrounding land uses, zoning and ownership
• Current area plans
• Other baseline information
2. Stakeholder interviews
• Resident leaders
• Faith based leaders in community
• GHA management / board leaders
• City- Mayor, Council President, Department of Neighborhoods/Housing
staff
• Others
3. Resident focus group – resident attitudes towards:
• Existing Sites
• Larger community
• Other issues
4. Community Visioning session – to ensure process is open and inclusive.
5. Web- based survey -- to evaluate alternate design preferences and address other
issues.
6. Preparation of Vision / Values Statement to provide the framework for the plan,
addressing topics such as:
• Relocation
• Replacement of affordable housing support
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Compatibility with surrounding area
• Mix of homes – single family, townhouse, etc.
• Income targets and mix
• Density and open space
• Design characteristics
7. Prepare concept development plan for the:
• The former Cedar Terrace, The former Magnolia Homes, the former Palm
Terrace, The former Oleander Homes sites, and;
• Surrounding area.
8. Prepare financing strategy and budgets for the sites and the surrounding area.
9. Prepare broader housing replacement strategy for sustaining affordability for current
residents -- external to existing sites.
•

The community dialogue in regard to public housing’s place on Galveston Island post
Hurricane-Ike has varied widely since the discussion began. Views both pro and con
have surfaced from community stakeholders but no one distinct preference has
emerged. While former residents of public housing and some non-residents have
lobbied for nothing less than a one-for-one replacement of lost units, opinions vary
widely.
A consistent theme from the most vocal opponents to bringing displaced public
housing residents home appears to be that they need not come home at all and that
the mainland is a more appropriate site for redevelopment of the 569 units lost. The
most often referenced rationale for this stance is that Galveston Island, which is a
barrier island, is an inappropriate place for this type of housing because of its
vulnerability to future hurricanes. This view does not take into account the planned use
of building and design strategies that will mitigate danger to families. Furthermore, the
precarious nature of the Island does not appear to enter the discussion regarding
private homeowners or other ongoing recovery projects.
Another rationale for the removal of this population from the Island entirely stems from
the perception that there are insufficient economic opportunities for lower income
residents on Galveston Island. In recent decades, Galveston Island’s economy has
shifted toward a tourism-based service industry with many residents employed in
restaurant and hotel positions associated with low pay. Though these jobs are crucial
for the operation of a tourist economy, the housing needs of low-wage earners remains
unaddressed. Most residents in a tourism based service industry are currently
expending in excess of 30% of their income on housing.
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Other stances contradict themselves entirely. Early on in the process, opinions were
expressed in opposition to the GHA acquiring blighted lots for scattered sites but still
demanded a deconcentration of units on the four original sites. More recently the
desire for 100% scattered sites has surfaced as well.
There has even been a push by some vested interests for the GHA to simply “give
away” land for use as a park, though this is entirely at odds with the Galveston
Housing Authority’s stated mission and purpose in the community at large.

C. Background Information
Galveston Background
On September 13, 2008, Hurricane Ike certainly opened a new epoch for the island’s
social and economic life due to the immensity of damage to the physical and social
infrastructure. The intense public debate over the scope and function and public
housing reconstruction in Galveston has been part and parcel of this epoch’s
emergence because it relates directly to the island’s long-term recovery and
redevelopment.
Prior to Ike, Galveston’s economy and workforce was predicated significantly on
tourism and real estate investment. While UTMB remains the largest single employer
on island, a recent report by Angelou Economics stated that Galveston’s tourism
industry is directly responsible for approximately 9,300 jobs. This figure represents
more than 30% of all jobs within the city.
The Angelou report that can be found on Galveston Park Board’s website also
documented that:
• Slightly less than half of workers in Galveston’s tourism industry—or 4,275
employees—reside in the City of Galveston.
• Of the 2,250 indirect workers supported by tourism, approximately 46% reside
permanently in Galveston.
• On average, employees in Galveston’s tourism sector annually earned $20,610.
The ascendancy of the tourist industry can be considered for its holistic effects beyond
immediate revenue for the city, including but not limited to, the polarizing social
stratification that is attendant with a tourist industry, and the related concentration of
entrenched poverty that are an exacerbated consequence of low-paying service jobs.
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The revitalization of “historic downtown”, beginning largely in the 1970s and continuing
through today, functions as a tourist market supplement to the segments that visit
Galveston Island. “Historical downtown” offered the symbols and façades of an
imagined Victorian England: e.g., urbanity, wealth, architectural grandeur, regional
preeminence grounded before the 1900 storms in a mighty economy of shipping and
finance. With that said, here are some historical facts associated with downtown
revitalization and the consolidation of “historical downtown” Galveston.
•

In 1967, at a banquet for the Galveston Historical Foundation at now-demolished
Jack Tar Hotel it was said that “Galveston is going to become increasingly visitor
oriented and historical activities should take advantage of this.”

•

The Strand was listed on the National Register of Historic Places in 1969.

•

During the 1970s, other dynamics that effected the rise of the tourism industry
directly and indirectly include the formation of East End Historical District in 1971
(and its association in 1974); the reclamation of Ashton Villa, the creation of
Dickens on the Strand, and the establishment of Strand Revolving Fund in 1973;
the creation of Silk Stocking Historical District in 1976; the acquisition and
restoration of the Elissa in 1974; the introduction of the Historic Homes Tour in
1975, and finally, the political battle against the Wharves in 1976 to retain the
mosquito fleet, so as to keep “providing natives and visitors alike with the visual and
symbolic access to the sea and a period of economic autonomy it once
represented.”

Furthermore, in 1976 the Federal Government adopted federal tax incentives to
encourage rehabilitation of historic buildings for income producing purposes in
declining central business districts. Houston-based capital also came to the downtown.
In the 1980’s, Galveston had enormous opportunity to draw on tourism from all over
the region and especially from Houston. Houston is getting so big that people come to
Galveston to get away on weekends. There are hundreds of people from Houston who
have summer homes and spend a lot of money in Galveston. Galveston also has a
great history, and its historical areas are just beginning to blossom. The historical
importance of Galveston in ten years could be almost as important as the tourism on
the beaches.
Paradoxically, Galveston’s economic stagnation during much of the 20th century also
enabled its historical architectural preservation since a relatively reduced level of new
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construction and the absence of federal urban renewal initiatives lent itself to the
continued existence of aging housing stock.
The City of Galveston’s economy is characterized by a predominance of jobs in the
retail and service sectors, a large in-commuting population, and an important tourism
industry. Despite a loss in population during the 1990s, Galveston has generally
benefited from the overall growth in the economy of the State of Texas during the
same timeframe. Markets expanded for all kinds of products, goods, and services. In
particular, growth in the high technology sector has increased the demand for highskilled workers and brought, with these new skills, changes in lifestyles.
Galveston, with its strong service sector and recognized public institutions, is poised to
become a prime location for employment opportunities, and to provide a highly
educated workforce that can attract and retain businesses. Yet some hurdles must first
be overcome, including the need to strengthen and expand the local stock of quality
affordable/ middle-income housing and to upgrade the City’s public infrastructure and
services to adequately serve increased demand and service expectations.
According to the 1990 census, 80% of Galveston’s 25,889 employed residents lived in
the City. Therefore, Galveston may be seen as playing the role of a “downtown” for
Galveston County, with all the problems such a role typically entails: a relatively small
proportion of middle-class; an imbalance between jobs and residents; and a declining,
underutilized housing stock.
While the creation of new jobs is important, significant economic benefit may also be
realized from attracting the large in-commuting population to become residents of the
City. The development of middle-income housing would be a key element of such a
strategy. Housing could be provided not only through development of new residential
developments, but also through the renovation and/or re-occupation of the City’s
considerable vacant housing stock.
Affordable/available housing issues, especially as they relate to the population of
students and tourism industry workers, should also be considered on an island-wide
basis. Economic development strategies should consider labor force education and
training opportunities to help integrate the City’s unemployed and low income
population.
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Hurricane Ike’s flood waters washed away buildings and homes, businesses and jobs.
The local economy may take years to restore to pre-Ike levels. The community
expressed a clear vision of rebuilding its economy based on its pre-storm strengths:
the Port of Galveston and maritime industries, UTMB, its educational, research and
health care components and biotechnology outgrowth, and tourism. Unlike the state of
Texas that has seen its population grow by some 13 percent between 2000 and 2007,
Galveston has experienced a decline in its population for the past three decades. In
2007, the City of Galveston had an estimated population of 56,940 people; which is a
3.1 percent decline since 2000. Slowly but steadily, the number of permanent Island
residents has decreased.
The floodwaters from Hurricane Ike did damage to most of the housing on the island.
More than 75 percent of the homes sustained damage. After the hurricane, 1,900
students were displaced and did not re-enroll at the Galveston Independent Schools.
Based on utility usage, loss of student population, and available housing, it is
estimated that Galveston, at six months after the storm, lost 15 to 20 percent of its prestorm population.
Similar to the recovery efforts after Hurricanes Katrina and Rita in Mississippi and
Louisiana, population regeneration to its pre-storm level depends on how quickly the
community restores its housing inventory and re-opens its businesses.
Hurricane Ike damaged many of the businesses in the downtown, Port, Harborside,
and beachfront areas of the Island. After six months, only 65 percent of the businesses
on the Island re-opened. The extent of the damage and loss of business activities,
coupled with the damage to the housing stock, have resulted in lay-offs from UTMB
(3,800 jobs lost), Galveston Independent School District (GISD) 163 jobs lost), and
Shriner’s Children’s Hospital (354 jobs lost). The unemployment rate jumped from 5.6
percent in September 2008 to 9.9 percent in October 2008. In January 2009, the
unemployment rate was 9.5.percent.
Repairing the damage from Hurricane Ike presents an opportunity to revitalize and
reposition the City of Galveston. The City must formulate economic programs,
incentives and infrastructure that encourages and supports business and increases the
number of people who both live and work on the Island.
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Neighborhood Planning
The Galveston Housing Authority has actively engaged the public in its decision
making process. Following Hurricane Ike, GHA hosted four public participation
meetings at the Holland House community facility to involve the public in discussions
regarding redevelopment of public housing, as well as, affordable housing needs in
Galveston. GHA presented several development options for the creation of public
housing and affordable, “workforce” housing. (Appendix 2 & 3)
GHA staff worked to assess the current market and the demand for homeownership
and rental real estate development and other community activities based upon the
inherent strength of the organization as well as market opportunities.
The redevelopment of the four housing sites is an opportunity to integrate the residents
and the units more fully into the neighborhood. With the planned improvements to the
sites, the GHA is seeking to align its physical improvements with the planned
community revitalization. The plans for these sites takes into account the following
concepts:
Human Scale: Through the placement of lower density homes and tree-lined streets,
the new communities will take on a more intimate, human scale.
Diversity: Creating a community with an attractive mix of affordable family and senior
housing will create a level of diversity in some of the new sites.
Mixed Use: The new sites will offer mixes of town homes and apartments with
walkable streets that lead to nearby retail, recreation and community facilities.
Sensible, Central Open Spaces: The new sites will have better open spaces placed
in the heart of the community.
The Urban Land Institute (ULI) panel of housing and land use experts met in Galveston
on September of 2009 to deliver an implementation plan for housing redevelopment on
the Island at the request of the City of Galveston and the Long Term Recovery
Committee. ULI assembled teams of land use professionals to make strategic
recommendations on land use challenges. One of ULI’s recommendations was to build
a new style of affordable housing neighborhoods that are mixed-use and mixedincome, (a type of development that includes public and non-public housing units for
families of various income levels) and use this new home construction as an economic
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driver to create up to 2,800 well-paying jobs on the Island. ULI’s specific assignment
was to create an action plan for making home-ownership available and attractive to a
wider range of Galveston residents. ULI’s overall finding was that Public-Private
Partnerships offer significant opportunity for Galveston to increase its middle class
resident base. In doing so, Galveston must leverage low cost (City owned) land,
community development financing incentives, and demand for variety of housing types
and different price points, thus strengthening Galveston’s competitive advantages.
Galveston employees’ housing options are limited. There are 23,710 Occupied Units
with rental versus owner of 43% ownership, 57% rental, and a high vacancy rate of
28.9% (over 9,000 units). Additionally, there are a high number needing rehabilitation
and repair (ULI Report).
In Galveston, the available housing does not match worker demand. Housing stock is
poorly located or the wrong size or targeted to the wrong income levels. There are
opportunities in Galveston to develop new housing stock that better match the needs
of the community. Parcels within the core are available for redevelopment (vacant,
abandoned, parking lots) and there are HUD-assisted programs that can result in highquality housing (mixed-income housing). There is potential for new housing options
with close-by neighborhood services; a potential for an appealing vibrant, walkable
district that could be nationally renowned.

Site Background
GHA Family Housing Sites
The Former Cedar Terrace ~ The Former Magnolia Homes
The Former Oleander Homes ~ Oaks IV( formerly Palm Terrace)
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Pre Storm Existing Units Magnolia
Sites

Bedrooms
1

Cedar

Units

2

3

4

41

82

12

Magnolia

14

49

45

20

Oleander

60

82

38

16

80

24

252

189

Palm
74

Cedar Terrace
Old Cedar Terrance was built in
1953 at 724 33rd Street. The site
was located on 17.33 acres and
provided 349 apartment units. The
bu ild in gs we re op ened f o r
occupancy initially in September
1954. Buildings 2-29 of Old Cedar
Terrace were demolished to create
Corner Stone Homeownership,
leaving 20 buildings consisting of
136 units.

Magnolia Homes
Magnolia Homes was built in 1953
at 1601 The Strand. The site was
located on 5.85 acres and provided
147 family and elderly units. The
date of initial occupancy was
August 1953. In 1999, the Port
Industrial Boulevard was expanded
creating a hazardous environment
to the residents of Magnolia Homes.
As a result Building 18, in its
entirety, was demolished and
Building 17 & 19 lost two units
each. 133 units remained.
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5
136
6

133
196
104

48

6

569

Oleander Homes
Oleander Homes was built in 1940
at 5228 Broadway. The site was
located on 11.5 acres. The original
development consisted of 29-2 story
buildings with 206 housing units.
Forty-five units were occupied by
elderly and 161 units by families.
The initial occupancy period was
June 1943. In 2006, ten (10) units
were damaged by fire in Building 13.
The fire damaged units were
demolished on January 31, 2007,
resulting in 196 units.

Palm Terrace
Old Palm Terrace was built in 1940
at 4400 Sealy. The site was located
on 13.35 acres. The property had
40-2 story buildings consisting of
332 apartments. Fifty nine (59) units
were occupied by elderly and 273
units by families. Old Palm Terrace
was demolished in the 1990’s as a
result of excessive deterioration and
a cost to repair that exceeded HUD
financial guidelines for rehabilitation.

GHA Organizational Background
The Galveston Housing Authority has provided housing to low-income families on the
Island for the last 69 years. The Authority was formed on April 8, 1940, by Mayor
Brantly Harris who started the public housing business with a $500 loan from the City
of Galveston.
The then newly formed Authority conducted a survey of substandard housing in
Galveston and submitted the results to the U.S. Housing Authority in Washington,
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D.C. The survey showed the immediate need for 875 units of housing. The authority
requested funds to build 775 units at a cost of $3.5 million.
The Authority is a non-profit public agency, authorized and organized under Texas
State Statute enabling legislation. The Authority was established to provide decent,
safe and affordable housing accommodations to low income families, handicapped and
elderly persons. GHA is governed by a board chaired by Arthur Mabasa and comprised
of five members. The executive and administrative staff is led by the Executive
Director, Harish Krishnarao. An Organizational Chart showing the key departments of
GHA is included below.
GHA operates and administers the following programs:
• Rental units subsidized with public housing operating subsidy
• Housing Choice Voucher Program
• Disaster Housing Assistance Program (DHAP)
• Homeownership
• Social Services
• Housing Management
• Housing Development
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Section 8 Management Assessment Program (SEMAP)
The Section 8 Management Assessment Program (SEMAP) is the tool utilized by the
U.S. Department of Housing and Urban Development (HUD) to measure the
performance of Public Housing Agencies (PHAs) that administer the housing choice
voucher program. Since 2007, the Galveston Housing Authority has continued to
operate its Section 8 Housing Choice Voucher Program efficiently and effectively. For
fiscal year 2009, HUD designated the Galveston Housing Authority as a “High
Performer” Public Housing Agency for its ability to accurately and consistently apply
the regulations set forth through the Code of Federal Regulations, both financially and
administratively.

Public Housing Assessment System (PHAS)
HUD's Real Estate Assessment Center (REAC) effectively and fairly measures the
performance of a public housing agency (PHA) using the PHAS. The PHAS is broken
down into four components; Management Assessment Subsystem (MASS), Financial
Assessment Subsystem (FASS), Physical Assessment Subsystem (PASS), and
Resident Assessment Subsystem (RASS).
The Management Assessment Sub-system (MASS) component of PHAS evaluates the
management operations of the Low Income Public Housing Program.
The Management Operations Indicator of the PHAS rule measures certain key PHA
management operations and responsibilities for the purpose of assessing the PHA’s
capabilities and performance in these areas. These areas are Vacant Unit Turnaround
Time, Expenditure of Capital Funds, Timeliness of Work Orders, Annual Inspection of
Units and Systems, Security, and Economic Self-Sufficiency.
Since 2007, the Galveston Housing Authority has continued to operate its Agency and
Low Income Public Housing Program efficiently and effectively. For fiscal year 2009,
the Galveston Housing Authority has certified as a “High Performer” Public Housing
Agency for its ability to accurately and consistently apply the regulations set forth
through the Code of Federal Regulations and the REAC. Confirmation of GHA’s “High
Performer” status is forthcoming from HUD.
PHAs that are designated high performers receive public recognition, relief from
specific HUD requirements, and may qualify for bonus funding pursuant to applicable
program regulations.
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Galveston Housing Authority Resident Services
The Resident Service Department of the Housing Authority of Galveston, Texas,
provides economic development and self-sufficiency programs for the adult Residents
of GHA through various Federal, State, and Local Grants and Programs. Prior to
Hurricane Ike, the Resident Services Department focused heavily on providing
productive, educational, and fun activities for the youth of GHA through the three
learning centers located at Oleander Homes, Cedar Terrace, and Magnolia Homes.
The GHA provides case management services to the Senior and Disabled population
of GHA, including Meals on Wheels, training programs with topics specific to the senior
population, mobile 911 phones, monthly movie and mall excursions, and special field
trips.
GHA received funding from HUD in the form of a ROSS Homeownership Grant that
assists residents with Self Sufficiency and Homeownership. It also provides training on
various topics assisting residents in becoming self sufficient, including but not limited
to, GED preparation, Job Training, Anger Management, Debt Resolution, and
Professionalism at work. GHA received funding from HUD in the form of a ROSS
Neighborhood Network Grant which has established a Computer Learning /
Neighborhood Network Center at the Former Cedar Terrace Family Development. This
grant provided programming for Cedar Terrace adult population including counseling,
anger management, parenting skills and GED preparation. Additionally, the youth
population received programming in the areas of peer pressure, anger management
character training, tutoring and reading.
Prior to Hurricane Ike, GHA established updated Computer Learning Centers at three
Family Developments. Through the ROSS Homeownership Grant and the ROSS
Neighborhood Network Grant, GHA was able to purchase new state of the art
computers and software for all three centers, including internet access.
GHA provided a structured After School Recreational Program during the school year
serving approximately 60 children per day. Activities included tutoring, computer
learning, chess club, steel drums, gym time, arts and crafts, and game time.
GHA Collaborated with the UTMB School of Allied Health Science who “adopted” the
Magnolia Homes Learning Center to tutor the youth of the After School Recreational
Program daily. GHA and UTMB won a National Association of Housing and
Redevelopment Officers (NAHRO) award for this innovative program.
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Audit Standards
The GHA is subject to the Single Audit Act and Office of Management & Budget (OMB)
Circular A-133, Audit of States, Local Governments and Non-Profit Organizations. The
Single Audit Act requires that non-federal entities expending $500,000 or more a year
in federal awards have a single or program-specific audit in accordance with the
provisions of the Act’s audit requirements. Annually, the GHA, steadfastly complies
with the requirements and fulfills its obligations. Currently, preliminary financial
statements are due to REAC within 60 days of the year end and the final audit report is
due 9 months after year end. For the past nine years, the GHA audits have received
no findings. The GHA auditors are independent accountants/ accounting firms hired
through a RFQ process. Auditing firms are usually contracted for one year with the
option for annual renewal up to two more years. About 90 days before year end (6/30),
in years when auditor contracts expire, GHA sends out an RFQ (Request for Quote) on
audit services and the process is repeated. Periodic RFQ’s ensure fair competition
among auditing firms.

Disaster Housing Assistance Program-Ike (DHAP-Ike)
The Disaster Housing Assistance Program-Ike (DHAP-Ike) is a U.S. Department of
Housing and Urban Development (HUD)-FEMA initiative to provide monthly rental
assistance, case management services, security deposit and utility deposit assistance
for certain families displaced from their homes by Hurricanes Ike and Gustav. The
Galveston Housing Authority (GHA) is among a number of Public Housing Authorities
(PHA’s) administering the DHAP-Ike for families that have been qualified by FEMA to
receive federal housing assistance. The DHAP-Ike is scheduled to end March 2010.
The GHA is currently working collaboratively with local social service agencies
including the Family Service Center, Jesse Tree, and St. Vincent’s House to assist
DHAP-Ike families with various case management needs as they continue to rebuild
their lives and move toward self-sufficiency.
As of Friday, October 9, 2009, the GHA has received 7,102 FEMA family referrals for
participation in the DHAP-Ike. There are 1,944 families receiving DHAP-Ike rental
assistance and benefits at this time. Of the 1,944 families currently being assisted
under the DHAP-Ike, 60.5 % or 1,176 have been categorized as a Tier 4 family. The
connotation of a Tier 4 classification denotes that this is a population that will require
affordable rental housing solutions, by the city, as well as intensive social services
support after the March 2010 Program end date.
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Housing Needs
Pre-Ike Rental Housing
The need for public and other subsidized housing long pre-dates Hurricane Ike.
According to the Census Bureau’s American Community Survey’s (ACS) 2005-2007
average, there were 53,826 residents in 23,710 households on Galveston Island.
Prior to Ike striking the Island, the Galveston Housing Authority operated
approximately 979 units of public housing–356 units in the two high rise complexes
for the elderly, 34 scattered site, 20 duplexes for the elderly and 569 in the four family
complexes destroyed by the storm. They also administered 1,213 Section 8 Housing
Choice Vouchers, with 697 of the households living on the Island and 516 living on
the Mainland. Based on 2005-2007 ACS data, prior to Ike, there were 13,548
households renting their homes and for those rental units for which income data were
available, 10,904 earned total household incomes of less than 80% of the area’s
overall median income, with 4,929 of these households earning less than $20,000
per year. The table below shows the number of households eligible for public housing
or housing choice vouchers based on the income criteria alone. Also included are the
household counts for those paying more than 30% of their income on rent and those
having other housing problems, including overcrowding, lacking some plumbing and/
or lacking kitchen facilities.
Table 1 – 2007 Estimates of Renter Households Below 80% of Median Household Income
and Having a Housing Cost Burden And/or Other Housing Problems*
Income Ranges for
Average Sized
Household (HUD Income Limits for 2007)

Estimated
Number of
2007 Renter
Households

Estimated Number
of Renter Households Paying 30%
or More on Rent

$0-$19,999

4,929

3,838

Estimated Number of
Renter Households
Paying 30%+ and
Having Other Housing
Problems
4,084

$20,000-$34,999

3,410

1,964

2,203

$35,000-$49,999

2,565

344

385

Total Renter Households
Eligible for Assistance
(including those receiving public housing or
HCVs)
Total Renter Households
in Galveston
Percent of Eligible
Renter Households

10,904

6,146

6,672

13,548

6,208

6,691

80.48%

99.00%

99.72%

*Sources: Census ACS 2005-2007, HUD 2007 Low-Moderate Income Limits, HUD 2000 Comprehensive Housing Affordability Strategy (CHAS)
data and City of Galveston 5-Year Consolidated Plan; (Appendix 4) Galveston Average Median Income - $63,800(The 2007 Median Household
Income for the Galveston area was $57,200, making 80% of median $45,700. Federal income limits for public housing are based on household
size and in 2007 ranged from $24,150 for a single-person household to $64,400 for a household with 8 or more family members.)
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Extracting those households who already were receiving assistance from Galveston
Housing Authority, we can estimate that approximately 9,228 households in 2007 still
were eligible based solely on income and in need of public housing assistance. The
Galveston Housing Authority ensures that its public housing units and all units funded
through Section 8 HCVs meet HUD Housing Quality Standards and that none of the
residents pay more than 30% of their income for housing. Therefore, none of the
households with a housing cost burden or with overcrowding or structural problems are
currently being assisted by GHA. That means that all 6,672 renters with housing
problems are non-GHA residents and not only qualifying based on income but also
based on other housing-related issues.
The area with the highest level of need is the area north of Broadway. In examining the
data geographically, it can be seen that in 2000, while 22% of the total households
lived in the five Census Tracts north of Broadway, 28% of the households with incomes
eligible for public housing lived there, and more importantly, 33% of the very lowest
income households (less than $20,000 per year) lived north of Broadway. This
geographic distribution is vital as the greatest level of damage by Ike occurred north of
Broadway causing the more disadvantaged population to have nowhere to return after
Ike. Despite the availability in 2000 of 12,593 rental units affordable to those renters
with incomes of 80% or less of the area median income ($41,600 or less depending on
household size), 5,238 (42%) were rented by households who technically could afford
higher-priced units, therefore making these affordable units unavailable to the lowerincome residents. In summary, prior to Hurricane Ike, the Galveston Housing Authority
was providing public housing to 979 households and Section 8 Housing Choice
Vouchers to 1,213 households, 697 choosing to rent on the Island. An additional 1,222
were on the public housing waiting list and 1,766 were on the HCV waiting list. This
resulted in 1,676 households receiving assistance from GHA and 2,988 on GHA
waiting lists plus more than 5,000 additional households who, based on income, were
eligible for public housing but were not receiving housing assistance from GHA and
were not on the GHA waiting lists.

Post-Ike Rental Housing
The City of Galveston has produced a series of maps showing the level of damage for
each property. The maps indicate those properties for which: (1) building permits may
be issued as a result of the area receiving minimal damage from Ike or as a result of
the area being designated historical; (2) building permits are on hold except for utilities;
(3) building permits may not be issued due to the substantial damage from Ike; and (4)
the structures were totally destroyed and new building permits may not be issued.
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The maps may be viewed on-line at:
http://recoverygalveston.org/Damage_Assessment_Maps.asp
These damage assessment maps show that the vast majority of the structures that
were destroyed or had substantial damage were located north of Broadway. The City
of Galveston’s Property Analysis Report analyzed the damage based on land use and
ownership as reported by the Galveston County Appraisal District. Of those parcels
substantially damaged or destroyed, only 469 were residential with homestead
exemptions, indicating that they are owner-occupied. The study did not indicate the
land use for the other parcels. However, the study did note that “Of the (substantially
damaged or destroyed parcels,) the majority tend to be concentrated in areas adjacent
to Offat’s and English Bayous or north of Broadway between 25th and 57th streets.”
These are the areas of not only the highest concentration of non-tourist rental
properties but also of the disadvantaged population. As a result, it indicates that those
least able to find alternative housing on the Island or elsewhere were living in the area
where housing was the most severely damaged or destroyed.
The University of Texas – Austin’s Community and Regional Planning department
analyzed the geographic distribution of the damage from Ike in concert with the
geographic distribution of various demographic variables, using the Social and
Environmental Vulnerability Index developed by Susan Cutter (Cutter Index) at the
University of South Carolina. The purpose of the UT study was to determine if the
disadvantaged population of Galveston was more vulnerable and more heavily
impacted by Ike than was the more advantaged population. The findings looked at the
distribution of structural damage from windshield surveys in April 2009 and the
Damage Assessment Maps from December 2008. The analysis of structural damage
was coupled with an analysis of the geographic distribution of rental housing, poverty,
rental cost burden, rental housing problems, unemployment, minority population and
disabled population – the most vulnerable and disadvantaged populations with the
least resources to relocate or find alternative housing. The UT researcher found that
when overlaying these variables, the area north of Broadway, which sustained the
most damage to residential units, is the area with the highest concentrations of
disadvantaged households.
The result of the UT researcher’s analysis is that the need for subsidized safe housing
for the disadvantaged has increased dramatically since the ACS data of 2005-2007.
While many who evacuated have not returned to the Island, most have, particularly the
ones with no resources to relocate. Recovery from Ike will involve the expensive
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rebuilding of many structures and the complete demolition of others, often with the
redevelopment to a more profitable land use. Whether rental properties are
rehabilitated or rebuilt, it is obvious that the cost to make the structures safe against
another Katrina or Ike will result in significantly higher rents. This will displace the
economically vulnerable population to a greater extent than the storm itself. The only
feasible method for reconstructing sound, safe rental housing for the economically
disadvantaged is with federal assistance led by a public housing authority. There is as
of yet no definitive data on the exact number of low- to moderate-income residents
living in damaged housing, in overcrowded conditions or elsewhere wanting to return
to Galveston and their jobs and/or families. In March 2009, the Galveston Housing
Authority conducted a survey of its residents, who pre-Ike, were living in the four family
public housing developments. Of the 48% who responded to the survey, 89.2%
indicated that they wanted to return to Galveston, while only 10.8% indicated that they
did not want to return. The GHA will be re-surveying those who did not respond or
indicated that they did not receive the survey. As of October 2009, Galveston Housing
Authority has 1,363 households on its waiting list for public housing, in addition to
those 570 households that still are clients receiving assistance but have been
displaced by the demolition of the four family developments. GHA has an additional
1,766 on its Section 8 Housing Choice Voucher waiting list in addition to the residents
who are still receiving vouchers though may have relocated to other areas permanently
or temporarily until more rental units are constructed on the Island.
In summary, Hurricane Ike exacerbated the already dire problem of lower-income
residents living in unsound or unsafe housing. Though only 242 of the displaced public
housing residents have responded affirmatively to a survey asking if they wished to
return to public housing on the Island, there are 1,363 additional households on the
waiting list with the Galveston Housing Authority. In addition, there are another 4,740
who were income-eligible for public housing and living pre-Ike in rental housing with
some level of housing problems. Comparing apartment rents in October 2009 with
those in the City’s Consolidated Plan of 2005, it appears that units that sustained little
damage have been able to significantly raise their rents due to the very limited supply
of rental housing post-Ike. In addition, as was seen in the Housing Affordability
mismatch data from the 2000 Census, many of the affordable units are being occupied
by those who are not low- to moderate-income. These two situations make even the
least desirable housing unaffordable or unavailable to the low- to moderate-income –
those with the fewest options and in need of subsidized housing. While all of the data
are not compiled regarding the number of rental units that have been removed from
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the market due to Ike, it must be assumed that the level of need for those
disadvantaged residents has increased significantly since 2008. As a result, the
estimate of 4,740 pre-Ike residents who were not receiving public housing but who,
based on income, were eligible is likely to be much higher post-Ike.
City of Galveston, “City of Galveston Property Analysis Notes,” http://recoverygalveston.org/pdf/City_of_Galveston_Property_Analysis_01.07.08.pdf;
2009. Wild, A. Christina under Elizabeth Mueller, University of Texas – Austin, Community and Regional Planning.
“Hurricane Ike: Rehabilitation of Affordable Rental Units on Galveston Island” 2009.

Post-Ike Need for Affordable Housing
In order for a housing unit to be considered “affordable,” its rent and utilities must cost
no more than 30 percent of the renter’s income. Families who pay more than 30
percent of their income for housing are considered cost burdened and may have
difficulty affording necessities such as food, clothing, and medical care. According to a
National Low-Income Housing Coalition report entitled, “Out of Reach, 2007-2008,”
household income and home value estimates in Galveston County reveal that median
home value growth is outpacing median household income. The median price for
detached homes in 2007 was $155,000. The estimated median Renter household
income in 2009 is $31,875. In order to afford a two-bedroom apartment in Galveston
County at the Fair Market Rent (FMR), families need to earn at least $34,640 per year.
(Appendix 5)
Table 2 shows recent job postings by the City of Galveston during August and
September of 2009. The table reveals that the average City worker will be earning well
below the needed $34,640 for a two-bedroom rental. Only 1 of the 24 jobs posted in
August and September 2009 pays enough to afford to rent a three-bedroom home in
Galveston County ($46,160).
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The Galveston Housing Authority faces additional challenges in meeting resident
needs for affordable housing. To begin with, base flood elevations required for the
rebuilding of homes are being reconsidered as well as the ban on rebuilding in some
areas. New elevation requirements may substantially increase the costs of construction
for homes in the area. Additionally, the insurance costs in the area may increase
tremendously as a result of Hurricane Ike. Many people who were once homeowners
may be unable to repair and rebuild. Some of the residents in this area inherited their
homes from family members which had been passed down through many generations.
This has forced many homeowners to become renters and subsequently increased the
demand for affordable rental units.
In addition to the hurricane devastation, the difficulties in the general economy and
new barriers to redevelopment, including insurance and rebuilding restrictions, have
made stabilization of the neighborhoods in the City of Galveston more difficult. A
depressed national economy has left some of the devastated areas of Galveston as
vacant lots and abandoned slabs which must be addressed. Many lower income
families are unable to remain homeowners due to the loss of jobs, business closings
after the hurricane, and the condition of the homes after the storm. Those residents
who were left with homes are often now surrounded by vacant lots which used to be
home to their neighbors. Some of the neighborhoods have also suffered from
disinvestment over a number of years. Although the population of the city is slowly
returning, residents are not equally distributed throughout the city due to the
devastation of most of the housing stock. Other factors contributing to the slow return
of residents include insurance costs, elevation issues, unemployment and the
depressed general economy.
It appears that homeownership is prohibitive for many residents due to the cost of the
home, taxes, insurance, and maintenance of homes when compared to the $35,000
annual median income per city resident and lack of high paying jobs. This compares to
a county median income of more than $60,000, as the table below illustrates.
Table 3 – 2009 Median Income for City and County Residents of Galveston*
Median

50% of AMI

80% of AMI

120% of AMI

City

$35,049

$17,525

$28,039

$42,058

County

$51,427

$25,713

$41,141

$61,712

*Sources: National Low Income Housing Coalition (NLIHC) Report, “Out of Reach, 2007-2008” http://
www.nlihc.org/oor/oor2008/
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The cost of homeownership in Galveston for many residents is simply prohibitive thus
contributing heavily to abandonment, foreclosures, and blighted housing conditions as
residents transition to rentals for housing opportunities. This phenomenon is placing an
ever-increasing burden on GHA to provide decent housing that is modern and
affordable to the low and very-low income residents that it serves. The Authority has
served more than 6,500 families since the inception of the DHAP Housing Voucher
program in December 2008.
The City of Galveston has a median income that is 70% of the median income for the
county as a whole. This puts the residents of the City of Galveston at a distinct
disadvantage in terms of housing affordability as compared to other residents of the
area. Above are the comparable AMI’s for the city and the county.

Key Issues
As GHA begins the process of rebuilding the housing units lost in the hurricane there
are several national and local issues that will affect the residents of the housing and
the residents of the island. Creating opportunities for economic self-sufficiency for
residents of GHA housing is key to the continued ability of GHA to create sustainable
neighborhoods. The provision of supportive social opportunities and employment
opportunities offered through GHA’s Section 3 efforts during construction, will give
residents of the island increased economic opportunities.
GHA has a unique opportunity to create model communities through its
redevelopment efforts. Over the last ten years, several hundred thousand public
housing units have been rebuilt throughout the U.S., resulting in market comparable
units and best practice design models that GHA will attempt to employ. The HOPE VI
Program has catalyzed the replacement of old “barracks style” and high-rise public
housing in communities such as Atlanta, Chicago, Philadelphia and Seattle. GHA is
planning to apply to the HOPE VI Program for funding with the goal that the program
will provide development and supportive service funding. GHA sees this as an
opportunity to apply national best practices to the design of the new units.
The use of project based vouchers to replace public housing operating subsidy is
being done in several communities. This concept is also being discussed on a
national basis as a part of a demonstration program.
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Litigation
In 1997, tenants filed a desegregation lawsuit against Galveston Housing Authority
(GHA) and the Department of Housing and Urban Development (HUD). The tenants
alleged that GHA and HUD had engaged in a pattern of discrimination. HUD
determined that GHA had an obligation to take reasonable action to remove or
overcome the consequences of its previous segregation and had failed to promote the
development of public housing opportunities outside minority-concentrated areas. The
GHA entered into a Voluntary Conciliation Agreement with HUD, as well as, a Consent
Decree, to develop housing in non-minority impacted census blocks. The first
Cornerstone Community developed as a result of this Conciliation Agreement and
Consent Decree.
In 2009, the GHA and Lone Star Legal Aid entered into a Settlement Agreement to
replace 569 units that were damaged by Hurricane Ike. Specifically, the agreement
provides for one-for-one replacement of the multi-family public housing units that GHA
demolished following a finding by the City of Galveston that the housing units were
unfit for human occupancy in violation of the Dangerous Building Code. The GHA
anticipates that replacement housing will be ready for occupancy within 2 to 5 years.

Social Services Needs
The greatest Social Service needs within the Galveston Community are the needs for
Direct Services to the citizens of Galveston in the form of rental assistance, utility
assistance, furniture assistance, food assistance, and in some cases Security Deposit
assistance. These needs are based upon various reasons; however primarily due to
citizens in the City of Galveston who, post Ike, are still not gainfully employed and
without permanent housing (pre-disaster housing). These circumstances have placed
citizens in a position where they now find themselves in need of Social Services
assistance.
The need for utility assistance has escalated within Galveston’s population simply
because many citizens previously lived in rent controlled environments and did not
have the added responsibility of paying household utility payments and/or owned
housing that was subsequently destroyed or severely damaged as a result of
Hurricane Ike. Consequently, these citizens are trying to return, rebuild and/or repair
their pre-disaster unit while trying to maintain current living conditions.
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The need for household furniture and food has been greater than anyone had
anticipated post-Ike. The Galveston Community, in the wake of Hurricane Ike, lost
most of their of furniture. The cost to rebuild and recoup these items, as well as,
maintain daily living expenses, including, the cost of food items have been enormous.
This is evidenced by the agencies that continue to provide these services to the
Galveston Community including The Jesse Tree, The Galveston/Houston Food Bank,
The Galveston/Houston furniture bank and St. Vincent’s House.
The citizens of Galveston, while resilient in its restoration from the devastating effects
of Hurricane Ike, still find themselves in need of ongoing Social Services assistance in
many key areas essential to acquiring and maintaining the basic necessities of daily
living. Based upon the continued Social Services needs requested and provided
throughout the Galveston community, it is anticipated that the need for Direct Social
Services, including the need for affordable housing, will persist among various socioeconomic sectors.

Section 3
The Housing Authority of the City of Galveston (GHA) is committed to helping the
residents of its communities achieve their goals of self-sufficiency by providing
opportunities for training and employment. GHA provides employment opportunities
on construction projects by encouraging its contractors to hire qualified residents to
job training and placement activities, and providing program coordination that
facilitates economic opportunities to residents. GHA also provides employment
opportunities by hiring qualified residents of GHA communities for available GHA
positions.
Section Three of the Housing and Urban Development Act of 1968, as amended by
the Housing & Community Development Act of 1994, requires that, to the greatest
extent feasible, employment and other economic opportunities generated by HUD
funds be directed to low and very low income residents. 24 CFR Part 135 requires
that the GHA make best efforts to ensure that 30% of new hires of the GHA and of its
contractors funded through development assistance, operating assistance or
modernization assistance from HUD be residents of GHA communities. Furthermore,
it requires that best efforts be made to ensure that 10% of all construction or repair
related contracts and 3% of all other contracts be awarded to Section 3 business
concerns. A Section Three Business Concern is defined as a business concern that
is 51% owned by a GHA or other Section 3 residents, or 30% of whose permanent
full time employees are GHA or other Section 3 residents or have been within the
past three years.
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In order to be considered by HUD to be in compliance with the provisions of 24 CFR
Section 135, GHA will take four concurrent courses of action. These actions are as
follows:
• GHA will formalize recruiting and hiring policies and practices that allow at least
30% of the aggregate number of new hires each year at GHA to be qualifying
public housing residents or other low income city residents
•

GHA will establish a goal that all contractors and subcontractors hire qualifying
Section 3 residents for a least 30% of the new positions created as a result of
contracts with GHA

•

GHA will establish a goal that at least 10% of the total dollar amount of contracts
for construction, repair and rehabilitation be awarded to qualifying Section 3
business concerns. Also, that at least 3% of the total dollar amount of all other
GHA contracts are awarded to qualifying Section 3 business concerns

•

GHA will implement efforts to have a ready pool of public housing residents
trained to fill the positions offered by the GHA, its contractors, or subcontractors.
GHA training programs will be geared to ensure that residents will meet the
minimum requirements, i.e., valid drivers license, high school diploma or
equivalent, drug free workplace requirement, and criminal background checks,
for GHA and contractor employment positions. GHA will make every effort to
assist those residents with obtaining adequate support services such as day
care and transportation. It will also ensure that residents of GHA communities
are aware of opportunities as they become available and that contractors know
how to reach the ready pool of potential employees from GHA communities

In order to comply with the provisions of 24 CFR Part 135, GHA is required to establish
programs and procedures that facilitate the training and employment of residents of
GHA communities by undertaking activities such as:
• Publicizing the availability of positions with GHA or its contractors or
subcontractors
•

Providing assistance and counseling in job placement, job interview, and job
applications

•

Maintaining current lists of available and qualified residents and making them
available to contractors

•

Including negotiated provisions in all contracts specifying the number of
residents of GHA communities that the contractor will hire
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•

Maintaining lists of Section 3 business concerns and their specialties

•

Providing assistance to Section 3 business concerns in obtaining bonding, lines
of credit, financing or insurance by coordinating efforts with the Neighborhood
Development Dept., Self Help Credit Union, the Small Business Technology
Center, and the Small Business Administration. Additional assistance may be
provided through revisions to the GHA Procurement Policy.

HOPE VI
Congress established the National Commission on Severely Distressed Public
Housing in 1989 to study the issue of dilapidated public housing. After submitting the
report to Congress in 1992, legislation creating the HOPE VI grants was written, with
formal recognition in law in 1998. HOPE VI was the last gasp for the public housing
according to Henry Cisneros, then Secretary of Housing and Urban Development. Its
philosophy is largely based on New Urbanism and the concept of Defensible Space.
The HOPE VI program serves a vital role in the Department of Housing & Urban
Development’s efforts to transform Public Housing. The specific elements of public
housing transformation that have proven key to HOPE VI include:
• Changing the physical shape of public housing
•

Establishing positive incentives for resident
comprehensive services that empower residents

self-sufficiency

and

•

Lessening concentrations of poverty by placing public housing in non-poverty
neighborhoods and promoting mixed-income communities

•

Forging partnerships with other agencies, local governments, nonprofit
organizations, and private businesses to leverage support and resources

Voucher Assistance VS Public Housing Operating Subsidy
The City of Galveston’s Comprehensive Plan (2003) states that “according to the
1990 Census, Galveston’s Housing Stock is relatively aged with 52% of the City’s
total housing having been built before 1960 and 26% before 1940. This means that
78% of the City’s entire housing stock was constructed before 1960. The provision of
quality housing to meet diverse needs of the Galveston community to strengthen
neighborhoods and enhance community characteristics are a few of Galveston’s
greatest challenges. As referenced in Object HN-3 of The City of Galveston’s
Comprehensive Plan, there are broad impediments with regard to neighborhood
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stabilization and re-investment in the low-moderate income families residing in the City
of Galveston, as well as those temporarily displaced as a result of Hurricane Ike.
The Galveston Housing Authority seeks the utilization of the Project Based Housing
Choice Voucher Program as a catalyst in the development of affordable housing
options for the City of Galveston.

Project Base Vouchers
Currently, the GHA has 1,516 vouchers under its Annual Contributions Contract (ACC)
with HUD. Consequently, the GHA can assign 303 of its Housing Choice Voucher
Allocations to be used for the Project Based Voucher Program (PBVP).
In the PBV program, the assistance is “attached to the structure.” The PHA enters into
a Housing Assistance Payment (HAP) contract with an owner for units in existing
housing or in newly constructed or rehabilitated housing. In the case of newly
constructed or rehabilitated housing, the housing is developed under an agreement
between the owner and the PHA. In the agreement, the PHA agrees to execute a HAP
contract after the owner completes the construction or rehabilitation of the units. During
the term of the HAP Contract, which can be up to 10 years, commensurate with the
availability of funding, the PHA will make housing assistance payments to the owner
for units leased and occupied by eligible families.
The GHA will not select any proposal to provide PBV assistance for units in a building
or enter into an agreement or HAP contract to provide PBV assistance for units in a
building, if the total number of units in the building that will receive PBV assistance
during the term of the PBV HAP is more than 25% of the number of dwelling units
(assisted or unassisted) in the building. This provision of the PBV program addresses
public concerns of concentrating low-moderate income families into one building or
complex. This provision also promotes deconcentration mandates by HUD.

PBV Selection Guidelines
Pursuant to 24 CFR 984.251 (c)(6), not less than 75% of families admitted to a PHA's
tenant-based and project-based voucher programs, during the PHA fiscal year from the
PHA waiting list shall be extremely low-income (30% of Area Median Income) families.
This requirement applies to the total number of admissions to the PHA’s project-based
voucher program and tenant-based voucher program during the PHA fiscal year from
the PHA waiting list for such programs.
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The GHA proposes converting approximately 100 Tenant Based Housing Choice
Vouchers to Project Based Housing Choice Voucher assistance. The GHA sees this as
an opportunity to effectively address the housing needs of a segment of Galveston’s
most vulnerable population. The following local preference system (admission criteria)
is proposed to assist families participating in the GHA Project Based Voucher Program:
1. Education Preference: Applicants who are enrolled full-time in Galveston
College or other qualified institution of higher learning or job training
program.
2. Work Preference: Applicants who work a minimum of 30 hours per week.
3. Critical Staff Disaster Preparedness Preference: Applicants who are
employed by the City or County of Galveston and classified as staff
essential for disaster recovery efforts. These Applicants include, but are
not limited to, Police Officers, Fire Departmental staff and emergency
response employees.

D. Design and Development Concepts
Sites
Description of the previous condition of the four GHA sites; all sites are currently
vacant and shovel ready:
The Former Cedar Terrace
• 136 units
• 5.85 acres
• 23 units/acre
Old Cedar Terrance was built in 1953, at 724 33rd Street. The site was located on
17.33 acres of land and consisted of 254 apartment units and 95 units in Cedar
Terrace Addition. The buildings were opened for occupancy initially in September
1954. Buildings 2-29 of Old Cedar Terrace were demolished to create Cornerstone
Homeownership, leaving 20 buildings consisting of 136 units.
The Former Magnolia Oaks
• 133 units
• 5.85 acres
• 23 units/acre
Magnolia Homes was built in 1953, at 1601 The Strand. The site consists of 5.85
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acres, providing 147 family and elderly units. The date of initial occupancy was August
1953. In 1999, the Industrial Boulevard was expanded creating a hazardous
environment to the residents of Magnolia Homes. As a result Building 18, in its entirety,
was demolished and Building 17 & 19 lost two units each. 133 units remained.
The Former Oleander Homes
• 196 units
• 11.5 acres
• 17 units/acre
Oleander Homes was built in 1940, at 5228 Broadway. The site was located on 11.5
acres. The original development consisted of 29-2 story buildings with 206 housing
units. Forty-five units were occupied by elderly and 161 units by families. The initial
occupancy period was June 1943. In 2006, ten (10) units were damaged by fire in
Building 13. The fire damaged units were demolished on January 31, 2007, resulting in
196 units.
The Former Palm Terrace
• 104 units
• 13.35 acres
• 7.7 units/acre
Old Palm Terrace was built in 1940, at 4400 Sealy. The site consists of 13.35 acres.
The property had 40-2 story buildings consisting of 332 apartments. Fifty nine units
were occupied by elderly and 273 units by families. Old Palm Terrace was demolished
in the 1990’s as a result of lead based paint and deterioration. In June of 1955, New
Palm Terrace was developed consisting of 104 units.
The GHA plans to convert the housing units from public housing rental to a
combination of homeownership, tax credit, market rate and public housing rental.
Improvements to the units will include the following:
• Construction of new townhouse and multi-family units for families,
• Construction of 40 senior only duplex units on the former Palm Terrace site now
know as Oaks IV (Appendix 6)
• Construction of a senior building on one of the three other sites,
• Provision of recreational and community facilities and
• Preserve the historic character of the neighborhoods with compatible unit design
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Zoning Designation
All four sites are zoned MF-1 which is intended to accommodate a variety of housing
types, including multi-family, single family attached, as well as single family detached.
The Oleander site is also within the Gateway Overlay District, which, in effect, makes
the site a Planned Unit Development. MF-1 zoning requires a minimum site area of
2,000 square feet per unit for single family attached housing (about 22 units per acre,)
and 850 square feet per unit for a multi-family building (about 51 units per acre.) For a
site that combines these housing types, the site area is apportioned between the
various types.
The MF-1 base zoning allows for a height of three stories or 45 feet above a platform
built above the Base Flood Elevation (BFE), and 55 feet above prevailing grade. All of
the sites allow for this height to be exceeded with a Special Use Permit, subject to the
provisions of the Height and Density Overlay regulations as specified in Section 29-66
of the code.
The parking regulations specify relatively high ratios for multi-family units. Since the
first occupied floor has to be elevated above the BFE, it is not too difficult to park under
the occupied part of the building, thus the parking quantities can be readily achieved
without having to devote an excessive amount of the site to parking. This is relatively
expensive, however, it is probably unavoidable due to the low elevation. The parking
ration could be reduced, but it would require a variance granted by the Zoning Board of
Adjustment.
None of the sites lies within a historic district, although Magnolia Homes is directly
adjacent to the East End Historic District. That part of the property that is immediately
adjacent should be compatible development in accordance with the Historic Design
Guidelines.

Site Design Options
GHA hired Civic Design Associates to create possible options for site design for the
former Cedar Terrace, Magnolia Homes and Oleander Homes sites. The information
below represents several possible site designs. Final design options will be chosen
when the GHA and its development partners finalize each of the redevelopment
projects.
The plans drawn up by CDA were intended to satisfy the following basic objectives:
•

Accommodate the required number of units by distributing among the three sites,
and scattered sites as needed to make up the total. One alternative contemplates
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•
•
•
•
•
•

•

•

distributing all of the required units among the three sites, without having to
purchase additional property for scattered site housing.
Improve the connections with the existing street grid and with the surrounding
neighborhoods.
Provide for a significant public green space at each of the sites. This is intended
both for resident use as well as the surrounding neighborhood.
Provide for a defined, private yard space for all family oriented units.
Provide for a mix of family units, elderly units, and apartment style flats at each of
the sites.
All of the sites will accommodate a mix of income ranges, although they will
generally all fall below the 80% of Area Median Income threshold.
Provide on-site parking, including guest parking, in a manner that de-emphasizes
the appearance. This is typically accommodated under the units, since the first
level that is able to be occupied has to be raised above the Base Flood Elevation.
Provide units with modern amenities such as downstairs half baths (where
applicable,) washer/dryer connections, and reasonably sized closets and storage
areas.
Provide alternative sites with such amenities as community buildings, playgrounds,
sidewalks and landscaping.

Site Design Diagrams
Cedar Terrace Master Plan
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Cedar Terrace ~ Option A

Cedar Terrace ~ Option B
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Cedar Terrace ~ Option C

Magnolia Master Plan
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Magnolia ~ Option A

Magnolia ~ Option B
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Magnolia ~ Option C

Oleander Master Plan
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Oleander ~ Option A

Oleander ~ Option B
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Oleander ~ Option C

Unit Design
To accommodate a wide range of family types, the GHA is eager to build a varied
selection of unit designs ranging from single family homes to flats and town homes.
GHA requested that CDA create a representative mix of designs. What follows is a
sample of the types of units that can be created on the various sites. Final design
parameters will be set as each individual site plan is agreed upon and approved.
The following recommendations and samples of unit types are excerpted from CDA’s
report to GHA:
The unit mix was derived from an analysis of the actual demand of the units pre-Ike
and factoring in the other GHA properties into the total. The principal conclusions of
this analysis were that there was a need for additional elderly units as well as a
need for additional family units, defined as units with two or more bedrooms and
their own parking and yard areas. The former stock of predominantly apartment
style units was not serving either constituency very well, and there were no truly
handicapped accessible units. While there is a substantial need for family style
units, very few need to have more than three bedrooms.
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The unit types are so designated because they are designed to cater to the various
household types. Elderly units are small apartments, all on one floor, and are located
in a facility that offers a range of support services within the building or in close proximity. The great majority of these are one bedroom units, although about 10% of the
total are two bedroom units.
Family units are more self-contained, although they are typically attached units such as
town homes. They are designed as single family units, with their own parking, as well
as a small yard space that belongs with the unit. These vary in configuration, with most
of them being two and three bedroom units, with a small percentage of four bedroom
units.
In order to allow for a relatively high density, the typical family unit is stacked over its
parking area. Since the occupied floor levels must be raised above the Base Flood
Elevation, raising them a bit more allows for the parking and living areas to be located
on the first occupied floor, with the bedrooms located on an upper floor. There are also
a relatively small number of units that are all on one level. These flats are suitable for
singles, couples without children, or any household that does not want to maintain a
yard. The required number of handicapped accessible units are of this type, since they
do not have any steps within the unit, and can be grouped in a building.

Unit Design Diagrams
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Neighborhood Concepts
The redevelopment of the four housing sites is an opportunity to integrate the residents
and the units more fully into the neighborhood. With the planned improvements to the
sites, the GHA is seeking to align its physical improvements with the planned
community revitalization. The plans for these sites takes into account the following
concepts:
Human Scale: Through the placement of lower density homes and tree-lined streets,
the new communities will take on a more intimate, human scale.
Diversity: Creating a community with an attractive mix of affordable family and senior
housing will create a level of diversity in some of the new sites.
Mixed Use: The new sites will offer mixes of town homes and apartments with
walkable streets that lead to nearby retail, recreation and community facilities.
Sensible, Central Open Spaces: The new sites will have better open spaces placed
in the heart of the community.
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Design Principles
Architectural designs will be created to make the units fit into the existing
neighborhood and provide more modern amenities to the residents. These will include:
•
Façade treatments for the units to create architectural elements and reduce the
“cookie cutter” appearance of the units;
•
Concept site plans that would show the effect of including greenscape, entrance
signs and landscape treatments;
•
Designs and schematics for the construction of new houses, and the
assessment of the existing and development of a new layout using the existing
site.
The architects will also be asked to create site plans that integrate the senior building
into the new proposed family units on at least one of the sites, possibly the Magnolia
Homes site. As part of a larger design scope, LISC has been working with GHA as a
part of the broader neighborhood revitalization efforts on the adoption of sustainability
principles. The goal is to build healthy sustainable new communities centering on the
new housing developments. At the heart of this effort is the development and
implementation of a sustainable neighborhood plan based on a process of
inclusiveness.

Sustainability Principles
Through a series of community meetings and with input from development project
stakeholders and partners, the following sustainability principles will be used as a
guide for the redevelopment of the neighborhoods where GHA will be redeveloping its
housing sites.
1. Address safety in the community
2. Engage neighborhood residents and promote community leadership
3. Ensure equity in development - serve a range of ages, incomes and cultures
4. Promote a healthy environment and healthy lifestyles
5. Ensure a pedestrian, bike and transit-friendly community
6. Enhance connections to open space and green areas
7. Support neighborhood serving retail and sustainable economic development
8. Develop energy efficient, environment-friendly and healthy public facilities
9. Implement traffic calming measures throughout the neighborhood

Use of Green Building Metrics
The Sustainability Principles are the overarching goals for the project partners involved
in the redevelopment of the four housing sites. To achieve these principles,
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development project partners are working towards having all new construction and
rehabilitation development projects incorporate green building metrics that serve as
benchmarks for the design, construction and operation of high performing green
buildings.
As the design concepts are refined and further developed, the Housing Authority may
want to then explore in more depth utilizing green building metrics such as LEED (the
Leadership in Energy and Environmental Design New Construction program
developed by the United States Green Building Council), as well as LEED for
Neighborhood Development. The LEED programs have more requirements for
participation and represent a national environmental leadership award for top
performing buildings. To help ensure that the GHA’s sustainable development goals
are achieved, it is advisable that when GHA selects a master developer partner it is
clear about its goals and include criteria that evaluates the teams’ experience and
commitment in achieving sustainable development.

Housing Units Proposed
GHA remains committed to replacing all of the units lost during Hurricane Ike. With the
units being reduced at The Oaks IV to 40 from 104, the additional 64 units will be built
either as a part of one of the three other sites or on surrounding sites. Below is a
proposed schedule of development that will occur over the next three years.
For the other sites, preliminary thinking is to build on those sites but also to add
surrounding scattered sites to allow for the deconcentration of units. GHA has
identified vacant and abandoned parcels of land and units in the neighborhoods
surrounding the four sites. GHA will begin pursuing acquisition of new parcels
expeditiously. With the flexibility to use additional properties, GHA will use models on
new urbanism that encourage walkability and sustainability of the new developments.
Sites
Cedar
Magnolia

1

2

Bedrooms
3

4

5

Units

0

32

35

10

3

80

34

30

10

6

0

80

Oleander
Oaks VI (Palm)
Other sites

0

78

46

13

3

140

40

0

0

0

0

40

0

55

65

9

0

129

Scattered Clusters

0

57

33

10

0

100

Total

74

252

189

48

6

569
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GHA Role
Although the GHA is the sole developer of The Oaks VI, GHA may act as a codeveloper at one of the three sites. A Request for Qualifications (RFQ) for developers
has been issued by GHA. The Master Developer will be responsible for the
development of the project, zoning approvals, contractor selection, financing and unit
marketing. GHA will be assisting the Master Developer with securing subsidies from
the city and the state. GHA will take responsibility for tenant relocation, demolition and
disposition approval from HUD, environmental clearance and tenant eligibility. Upon
project completion, GHA will be responsible for property management and
maintenance. GHA is seeking a partnership with a national developer with a proven
track record of innovative development. In particular, GHA will choose the developer(s)
based on expertise with the following areas:
• Financial design of the project including the syndication of the low income
housing tax credits.
• Working partnerships with the residents, the Authority and other stakeholders
to promote the community vision and comprehensive master plan
• Securing an equity provider
• Innovative design of new units and buildings
• Design and construction of all infrastructure and site improvements
• Provision of genuine training and employment opportunities to Section 3
individuals
• Developing a construction strategy and a development implementation schedule
• Overseeing design, construction and quality control of the development
• Experience in the redevelopment or revitalization of neighborhoods
• Experience in maximizing the use of various financing options
Timeframe-Schedule
Construction on the former sites of Oleander Homes, Cedar Terrace, and Magnolia
Homes is estimated to begin in March 2010 and completed in October 2011. The
estimated start date for construction of Oaks IV is November 2009 with a completion
date in November 2010. (Appendix 7)
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E. Project Financing
The success of the proposed developments rests on their marketability and financial
feasibility. Financing must be available to pay for the development costs such as
predevelopment, new construction, soft costs, etc. The financing of the project involves
two phases (Predevelopment and Construction) and several different types of
financing.
The following two tables show the sources and uses of funds for the redevelopment of
the four sites and new scattered sites to create 569 units. The total projected cost is
approximately $88.5 M. GHA has firm commitments for a portion of the funding for the
project but will find it necessary to compete for both local and national pools of funds.
Site
Palm Terrace
Oleander Homes
Cedar Terrace
Magnolia Homes
Scattered Sites

Total Units
40
140
80
80
229
569

Total Cost
3,770,000
25,841,900
14,766,800
14,766,800
29,384,000
$88,529,500

GHA has identified the following funding sources for the developments. Of the $88M
total, more than $45M is committed. GHA will be seeking Low Income Housing Tax
Credits, CDBG funding, HOPE VI funds, conventional debt and other resources to
meet the total cost of $88.5M.

Source
CDBG Funds Round 1
Insurance Funds
Tax Credits
Project Based Voucher
CDBG Funds Round 2
RHF funds
Total Source

$
$
$
$
$
$
$

25,000,000
14,000,000
11,000,000
7,354,800
26,000,000
5,000,000
88,354,800

In creating the financial models for the development of all four sites, GHA is taking into
account the amount of income to be generated through rent at each of the properties
and the ability of each of the developments to pay for conventional debt. The following
graph shows how the income in the public housing units was generally below 20% of
median income prior to Hurricane Ike, the red line below. To be able to take on
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conventional debt to pay for the development costs GHA will have to tier the resident
incomes higher. The blue line on the graph shows a projected distribution in the new
units of 10-80% of median income, with the income tiers becoming 10% at 20% of
median income, 30% at 50% of median income, 30% at 60% of median income and
30% at 80% of median income.

54

55

Possible Financing Sources
Sources
Loans from
Lenders

Grants from
Local, State &
Federal Agencies

Uses
Acquisition
Predevelopment
Construction

Sources
Loans from Lenders

Uses
1st mortgage
loans

Construction

Local, State &
Federal Agencies
Local, State &
Federal Agencies

2nd mortgage
loans and grants
Down payment
assistance and
closing costs
grants

Acquisition
Predevelopment
Construction

Construction
write-down
Infrastructure
State HFA

Acquisition,
Predevelopment
& Construction

Equity

Construction

3rd mortgage
loans and grants

Predevelopment

Tax credit
Syndicator/partner

Construction
Predevelopment

Foundations

Construction
Predevelopment
Down payment &
Closing Costs

Homebuyer

Down payment
& Closing Costs

GSEs

Construction

HA Self-Sufficiency
Program

Down payment
& Closing Costs

Assumptions and Observations
Several important assumptions and observations have been made in analyzing the
financial feasibility of the project and preparing a financing plan. These assumptions
and observations must be reviewed and verified by the Galveston Housing Authority
(GHA). The assumptions and observations must be prioritized in order of importance
so that the authority can make final decisions on which direction to go. The following
are the assumptions and observations:
Land Acquisition Values & Equity
The GHA owns the properties free and clear of mortgages or liens. The acquisition
value of the land and buildings has been derived by using assessment data from the
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Property Appraiser’s Office and comparable sales in the area. It is difficult to find
comparables with similar square footage to the properties since the units previously
were not market comparable.
Target Market and Income
The GHA has a mandate to serve families who are low-income, very low-income, and
extremely low-income as determined by the US Department of Housing and Urban
Development. In addition to GHA’s mandate, the approval of the conversion process
by HUD requires that the former residents get every opportunity to rent or purchase the
newly constructed units if they qualify. GHA will give the former residents of the four
sites, other public housing residents, Section 8 assisted residents and income eligible
persons on the Authority’s waiting lists first priority to rent or purchase the new units.
Multiple subsidy sources will be required to make the units affordable to low-and very
low-income families.
The following is a chart of typical financing sources and uses:
Funding Source

Eligible Uses

CDBG-City

Special Activity-Neighborhood Revitalization

HOME-City

Predevelopment, acquisition, construction

State Housing Finance Agency

All eligible costs

4% Low Income Housing Tax Credits

All eligible basis costs

Low Income Housing Tax Credits

All eligible basis costs

Tax Exempt Bonds

All eligible costs

Federal Resources
Housing Choice Vouchers

Mortgage subsidy

Replacement Factor Funds

Development Costs for public housing

Capital Grant Funding

Development Costs for public housing

State Funding
HOME

Acquisition, new construction, rehabilitation

CDBG

Acquisition, new construction, rehabilitation

Bank Resources
FHLB AHP

Acquisition, predevelopment, permanent/down
payment

FHLB CIP

Below market lending, Banks

Predevelopment Program

Predevelopment, non profit only
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Subsidy and Funding Sources
Components of the Financing Plan - Homeownership
1. Equity Financing
The GHA has an equity position of approximately 100% in the existing land and
buildings. This equity can be used as a source of financing to make the units
affordable to the target population. The GHA has several options in applying this
type of financing. The equity could be applied as follows:
• As a forgivable grant to the homebuyer that is secured by a subordinate
mortgage on each property for a specified period such as 8 years. The
grant liability would be reduced beginning on the anniversary of the 4th year
and reduced by 20% for each of the next 4 years of successful
homeownership. Successful homeownership is understood to mean: 1.
Using the house as the primary residence 2. Timely payment of all
homeowner’s association dues 3. Timely payment of all property taxes 4.
Maintain and pay all homeowners insurances, wind storm, flood, and
homeowners. If the owner sells or rents the house prior to the end of the
period, the remaining unreleased portion of the grant will be payable to
GHA from the net proceeds of the sale or is due upon rental or other
transfer of the property. The grant could be needed because the buyer has
a gap in the amount he or she qualifies for, or the total development cost
exceeds the appraised value of the property. Implications: The GHA will
have to record and track its mortgages. Annual occupancy certification may
need to be done to ensure that the grant continues to fulfill its purpose of
homeownership. At the end of the grant period, the mortgages will have to
be satisfied. No loan servicing will be required.
• As a low or zero interest loan, with no or deferred payments, which is
secured by a subordinate mortgage on each property for a specified period
such as 10 years. The expectation is that the buyer’s economic position
should improve because of homeownership and could start payments in the
future or be able to refinance as the property appreciates. Monthly principal
and interest payments would be due and a balloon payment could be due at
the end of the loan period. Implications: The GHA would have to include
loan servicing, which could be subcontracted to a lender or servicing agent.
In addition, there is a risk that the family’s projected increase in income or
refinancing possibilities are not realized. The GHA could change the terms
of the loan or forgive a part or the entire loan.
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As a project based grant to serve as a discount of GHA’s initial equity
valuation or basis. This grant will be in an amount equal to the difference
between development costs and appraised value. Implications: If this gap
cannot be covered by outside grant sources, GHA can write down the cost.
There will be no cash nor tax implication as this is a paper transfer. The
price of the units should be in line with appraisals.
• To provide an equity stake for the GHA or its affiliate in the development of
tax credit units. If GHA provides the land and assigns the value as either an
equity stake or a long-term deferred loan, the GHA will have a smaller
payment to the investor at the end of the 15 year tax credit compliance
period. In addition, the fact that land costs will not be factored into the
overall development costs will reduce the overall costs and the need for
conventional debt. Implications: Lower cost and therefore more affordable
rental units.
•

2. Debt Financing
The GHA has the ability to provide project subsidy in an amount equal to its initial
equity contribution either as a grant or some combination of loan and grant funds. GHA
should seek to borrow any debt needed for this project from a pool of lenders who will
bring several enhancements to the mix to get the best possible leverage of resources.
This would work with a small pool of lenders, sharing first position, wherein GHA would
subordinate its equity (value of land and buildings, if any) position to the first mortgage.
These lenders would share in a participation loan with negotiated underwriting, terms,
and responsibilities.
A lead lender would be selected, one who can handle the construction phase. The pool
would be funded on a revolving, participation basis. The size of the revolver would be
determined based on the timeline path selected by GHA. If GHA decides to provide
additional cash into the deal, perhaps pending funding of soft money commitments,
those dollars will go into the deal first, with debt coming in last. Final construction bids,
based on the specifications, will allow the GHA to create a final construction budget.
Financing four affordable family developments of approximately $88.5 million will
require GHA to secure several sources of funding to leverage its own financial
resources. The critical challenge is to identify permanent sources of funding for the
redevelopment. While the challenges associated with securing predevelopment and
construction financing are not inconsequential, generally funding for those project
phases can be secured if permanent sources of funding that can take out construction
funding is identified.

59

3. Low Income Housing Tax Credits
Low income housing tax credits represent the most significant source of funding for
affordable housing. The financing strategy will depend heavily upon the best strategy
for maximizing equity from investors in the low income housing tax credits for the
development.
a. Nine Percent Low Income Housing Tax Credits
Nine percent tax credits are allocated on a competitive basis once a year by the
THCDA. Depending on project size as well as other sources of funding for a
development, nine percent tax credits can be the best source of funding for an
affordable housing development. Nine percent tax credits can generate equity (which
means that the funds are not repaid) that represents over 60 percent of total funding
for an affordable housing development.
Criteria for allocation of nine percent tax credits include:
• Leveraging of tax credits. In the case of these developments, this criterion can be
satisfied by the amount of public funds that will be needed to finance the project.
• Developer and property manager experience. To satisfy this criterion, GHA will
have to team with an experienced affordable housing developer.
• Proximity of site amenities, including transit, schools (for family projects), medical
clinics or hospitals, libraries, grocery stores, pharmacies, parks and community
centers.
• Service amenities provided on-site, such as after school programs, high speed
internet access, educational classes, and day care.
• The extent to which the project is part of an overall neighborhood revitalization.
• The use of sustainable building methods.
• Lowest incomes served by the project.
• Readiness to proceed, defined to include start of construction within 150 days after
tax credit reservation, enforceable commitments for all construction financing,
evidence of environmental clearances and public approvals (except building
permits), and design review approval.
Because of the highly competitive allocation process, applications for nine percent tax
credits typically secure all points on the application.
b. Four Percent Low Income Housing Tax Credits
Four percent tax credits, while potentially offering lower levels of funding for an
affordable housing development compared to nine percent tax credits, nonetheless
can provide a significant source of funding for larger affordable housing developments.
With small to medium size affordable housing developments, four percent tax credits
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can generate approximately half of the amount of equity nine percent tax credits.
However, there are several issues that should be considered with four percent tax
credits:
• Securing an allocation of four percent tax credits is significantly easier than
securing an allocation of nine percent tax credits;
• Four percent credits can be used with any state and federal funding; and,
• Four percent credits are accompanied by tax-exempt bond financing, which
typically offers somewhat lower interest rates on permanent financing than standard
market rate permanent financing from a private lender.
4. State Funding
Texas Multifamily Housing Funding Options
Multifamily HOME Program
(Administered by the HOME Division)
The HOME Investment Partnerships Program helps expand the supply of decent,
affordable housing for low and very low income families by providing grants to local
governments and nonprofit and for profit developers for housing purposes. The
Multifamily HOME activities include rental production for Community Housing
Development Organizations (CHDOs) and other applicants, as well as operating
expenses for CHDOs.
For latest details on application deadlines check here:
http://www.tdhca.state.tx.us/home-division/mf-home/index.htm
Housing Tax Credit Program
The Housing Tax Credit (HTC) Program receives authority from the U.S. Treasury
Department to provide tax credits to nonprofits, for-profit developers, and syndicators
(or investors). The targeted beneficiaries of the program are low income families at or
below 60% AMFI. The program's purpose is to encourage the development and
preservation of rental housing for low income families, provide for the participation of
for-profit and nonprofit organizations in the program, maximize the number of units
added to the state's housing supply, and prevent losses in the state's supply of
affordable housing. HTC is regionally allocated in thirteen (13) state services regions
and further distributed in each of those regions into Rural and Urban/Exurban
categories.
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For latest details on application deadlines check here: http://www.tdhca.state.tx.us/
multifamily/htc/index.htm
Tax Credit Exchange Program
The Tax Credit Exchange Program receives authority from the U.S. Treasury
Department and Section 1602 of the American Reinvestment and Recovery Act of
2009 "ARRA”. The Exchange Program allows for developments that have been
allocated tax credits in 2007, 2008 and 2009 to return their credits and “exchange”
them for a cash amount. The program is modeled after the Housing Tax Credit
Program with some modifications that give priority to developments that are located in
Rural areas or are considered At-Risk.
For latest details on application deadlines check here: http://www.tdhca.state.tx.us/
recovery/detail-htc-exchange.htm
Tax Credit Assistance Program
Title XII of the Recovery Act appropriated HOME Investment Partnerships (HOME)
Program funds to assist in the development of properties that had been awarded low
income housing tax credits (HTCs) between October 1, 2006, and September 30,
2009. The Tax Credit Assistance Program (TCAP) provides funding to compensate for
the current devaluation of HTCs, which is jeopardizing the financial stability of these
affordable rental developments. TCAP funds are to be used to help provide additional
financing for shovel-ready developments giving priority to At-Risk and Rural
developments. All TCAP funds must be used or returned by February 16, 2012.
For latest details on application deadlines check here: http://www.tdhca.state.tx.us/
recovery/detail-tcap.htm
Housing Trust Fund
The Housing Trust Fund (HTF) receives funding from the State of Texas, multifamily
bond issuance fees and loan repayments, and is the only State-authorized program for
affordable housing. HTF offers below market interest rate loans to nonprofits, units of
local government, Public Housing Authorities, Community Housing Development
Organizations, and for-profit entities. The targeted beneficiaries of the program are low
income households. HTF funds may be used for the acquisition, rehabilitation, and
new development of affordable housing, and may provide predevelopment loans and
capacity building grants to nonprofits and CHDOs engaged in the development of
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affordable housing. HTF is regionally allocated in the thirteen (13) state service
regions.
For latest details on application deadlines check here: http://www.tdhca.state.tx.us/htf/
index.htm
Multifamily Bond Program
The Multifamily Bond Program issues taxable and tax-exempt mortgage revenue
bonds (MRBs) to fund loans to nonprofit and for-profit developers. The proceeds of the
bonds are used to finance the construction, acquisition, or rehabilitation of multifamily
properties, with the targeted beneficiaries being low income households. Property
owners are also required to offer a variety of services to benefit the residents of the
development. Specific tenant programs must be designed to meet the needs of the
current tenant profile and must be approved annually by TDHCA.
For latest details on application deadlines check here: http://www.tdhca.state.tx.us/
multifamily/bond/index.htm
Multifamily Preservation
Preservation of existing affordable and subsidized housing stock is a critical element to
achieving the Department's mission to provide safe, decent and affordable housing.
Given current demographic projections for the state of Texas, stabilization of the
existing stock of affordable housing is as equally important as new production in terms
of meeting future demand for housing.
For latest details on application deadlines check here: http://www.tdhca.state.tx.us/
multifamily/preservation/index.htm

Federal Home Loan Bank AHP Funds
The Federal Home Loan Bank (FHLB) is a privately owned $100 billion financial
services organization that works with member financial institutions as a stable source
of low-cost financing and community building programs. Its main subsidy program for
affordable housing is the Affordable Housing Program (AHP), which provides up to
$1,000,000 to developers of affordable housing as a grant or low interest loan. Created
from FIRREA legislation, the FHLB system is required to provide this funding for
affordable housing.
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Basic eligibility requirements include:
• Percentage of units set-aside for very low income households (at or below 50
percent of area median income);
• Use of donated or government-conveyed land;
• Sponsorship by a nonprofit or government entity;
• Percentage of units reserved for formerly homeless persons;
• Promotion of empowerment (e.g. on-site healthcare or day care, employment or
other training services, tenant council, etc.);
• Meeting FHLB policy priorities: special needs housing and project readiness;
• The amount of subsidy requested per unit
• Community stability, e.g. being part of a neighborhood stabilization plan,
rehabilitating vacant or abandoned properties, not displacing low and moderate
income households, use of sustainable growth practices.
Based on the criteria listed above, both the family and senior developments can be
competitive for AHP funding.
6. Potential Local Resources
Potential local resources include the City of Galveston’s CDBG Disaster funds. GHA
anticipates a $25M allocation of funds from the disaster recovery pool. There is the
potential for a second allocation of funding in the same range.

Other Potential Sources of Funding
A. HUD 202 Funds
The HUD 202 program represents a potential source of funding for the senior housing
development. Although funding for this program is highly competitive, the capital
advance portion of the program can provide a substantial amount of leverage for GHA.
For example, in the 2007 funding round, HUD 202 awards generated subsidies in the
amount of $130,000 to $140,000 per unit. The largest awards in 2007 were
approximately $10 million to $12 million.

B. Replacement Housing Factor Funds
The Capital Fund Formula Rule at 24 CFR 905.10(i) provides that a public housing
agency (PHA) may receive Replacement Housing Factor (RHF) funding for a period of
up to 5 years. A PHA may be given RHF funding only if the PHA did not receive
funding for public housing units under public housing development, Major
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Reconstruction of Obsolete Public Housing, HOPE VI or other programs that would
otherwise provide replacement housing. Beginning with funding provided in Fiscal
Year (FY) 2000, RHF funding can only be used for replacement public housing. The
average allocation is about $5,000 per unit. RFF funding can only used for the
development of public housing units. Funding is competitive and the national pool
varies based on the HUD budget.

C. Capital Grant Funding
Under the Capital Fund Financing Program (CFFP), a PHA may borrow private capital
to make improvements and pledge, subject to the availability of appropriations, a
portion of its future year annual Capital Funds to make debt service payments for
either a bond or conventional bank loan transaction. Generally no more than 33% of
the PHA's current annual CF grant adjusted for any proposed or planned demolition or
disposition or other activity that would result in a reduction of the PHA units count or
otherwise reduce CFP Funds appropriated or available to the PHA. The term is limited
to no more that 20 years. CFP funds can only be used for the development of rental
public housing units or the creation of a public housing homeownership program.

D. Brownfields
If GHA does find hazardous conditions on site through the environmental review
process, Brownfields funding from the EPA is a potential funding source. There are
three types of funding available; Brownfields Assessment Grants (each funded up to
$200,000 over three years), Brownfields Revolving Loan Fund (RLF) Grants (each
funded up to $1,000,000 over five years) and Brownfields Cleanup Grants (each
funded up to $200,000 over three years). These grants may be used to address sites
contaminated by petroleum and hazardous substances, pollutants, or contaminants
(including hazardous substances co-mingled with petroleum). GHA as a quasigovernmental entity or as a non-profit could apply for funding. Funding in Fiscal Year
2008 was $72million nationally. Funding is competitive.
E. Fannie Mae
Fannie Mae has a “Modernization Express” product that allows a housing authority to
borrow funds for the development of public housing. Repayment is made using the
authority’s public housing capital grant funds. The maximum borrowing is equal
amount that be repaid on a monthly basis using up to 30% of the cap grant allocation.
The lending rate is tax exempt and the term can be up to twenty years.
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F. HOPE VI
Since 1993, HOPE VI has been the mechanism driving the revitalization of the Nation’s
most distressed public housing developments providing grants and unprecedented
flexibility to address the housing and social service needs of their residents. Any public
housing authority (PHA) that operates public housing units is eligible to apply for
HOPE VI funding.
HOPE VI permits expenditures for the capital costs of demolition, construction,
rehabilitation, development of replacement housing and community and supportive
services. It encourages PHA’s to seek new partnerships with private entities to create
mixed-finance and mixed-income affordable housing that is radically different from the
traditional public housing “projects”. PHA’s administer the program, and can use the
grants in conjunction with modernization funds or other HUD funds, as well as local
and state contributions, public and private loans, and low-income tax credit equity.
While it is required that most of the funds be used for capital costs, a portion of the
grant may be used for community and supportive services.
Annually, appropriations are distributed through a national competition. PHA’s are
required to respond to a Notice of Funding Availability (NOFA) published in the Federal
Register by submitting an application to HUD. According to HUD, on average,
approximately $115 million has been appropriated for HOPE VI grants each year since
fiscal year (FY) 2004.

Amendments
This Redevelopment Plan may be modified at anytime. The modification must be
adopted by the Galveston Housing Authority and its governing board of the political
subdivision in which the project is located, upon notice and after public hearing, as
required for the original Redevelopment Plan.
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Appendix 1
Aerial Map of GHA Properties

Appendix 2
Development Options
Galveston citizens are justifiably proud of a city built on a lively history, shared cultural
values, and the strength of a diverse population. In the early 1900s after the great
storm, Galveston citizens rebuilt the city, and it began to experience a renaissance of
economic growth. Over a century later, Hurricane Ike dealt a severe blow to this
resurgence, but as our Mayor Ms. Thomas says, we have the “Galveston Spirit.”
The question is whether the future Galveston will be a city built on its original core
values of hard work, economic diversity, and respect for its rich cultural legacy - or if it
will be a city like many others, where development has proceeded unmindful of the
character and traditions that give a city its defining sense of place.
Many have a deep concern that the Galveston of the future will be a city given over to
“gentrification” at the expense of its history and culture — and at the expense of the
long-term residents who would struggle to reestablish themselves in a new, high-priced
landscape of hotels and tourist attractions. But it need not; future growth can benefit all
of the city’s residents as well as the sources of private capital that will drive that
growth.
Galveston has the basic ingredients needed to cultivate economic development strong investment and a predictable customer base. The critical missing ingredient,
however, is the expanded workforce needed to support major growth. By moving
forward strategically to plan and build mixed-income neighborhoods in Galveston to
house its workforce, the city can become a national model for communities seeking to
create economic opportunity for individuals, while supporting the growth of a citywide
economy. Living cities’ experience in urban neighborhoods across America underlines
the strong connection between addressing housing needs at all income levels and
sustaining economic development.
These options provide a starting framework for future discussions and how the future
can be created by expanding broad housing choices in safe and attractive
neighborhoods; renewing downtown; restoring the industry; introducing major new
open spaces; and strengthening public access to a great waterfront.
In the wake of Hurricane Ike, the Galveston Housing Authority (GHA) as with the rest
of Galveston, is facing several decisions in regard to the four family public housing
sites that were extensively damaged by flooding.

GHA has been a leader in providing affordable housing during the last five decades,
and over this time the need for QUALITY affordable homes in Galveston has
increased. The holistic approach to this housing crisis after the hurricane of the
century has to be global in nature, considering all options and thinking beyond the box.
It is estimated that in Galveston there are over 8,000 homes that have been damaged,
and nearly 4,000 homes have been significantly damaged. Nearly 2,000 families have
no significant means of rebuilding their homes/lives without assistance from the
government. This presents a huge challenge to the community, and this housing
situation, coupled with changes in job situations with major employers of Galveston, is
significantly impacted along with education and economic development.
The future can be built by providing broad housing choices in safe and attractive
neighborhoods; renewing downtown; renewing north of Broadway; restoring the
industry; introducing major new open spaces; and strengthening public access to a
great waterfront. This document plots a course for reaching that future, based on the
belief that economic growth - when channeled wisely - is good business for everyone:
the city, its residents, and its investors.
The four Public Housing sites and the units damaged are:
LOCATION

Number of units

OLEANDER

196
133
136
104
569

MAGNOLIA
CEDAR TERRACE
PALM TERRACE
TOTAL

GHA has several options to consider. Each of these scenarios discussed below should
be considered in light of several factors; cost, timing, market demand, continued
federal public housing subsidy, availability of development funding and impact on the
surrounding community. The hurricane damage has taken 584 public housing units offline and has done more than 15 million dollars in damage to the units. All of the
residents of these units are eligible for continued assistance and have received
housing subsidy from FEMA and/or GHA. Each of the displaced public housing
residents is also eligible for continued voucher assistance under the Disaster Housing
Assistance Program (DHAP).

The first re-development scenario to be considered is the renovation of the existing
units back to a livable condition. The cost of the repair to the damaged units is
approximately $23 million. The breakdown of costs by site is:
LOCATION

UNITS

OLEANDER

196
133
136
104
569

MAGNOLIA
CEDAR TERRACE
PALM TERRACE
TOTAL

$
$
$
$
$

COSTS
8,240,000
5,400,000
5,560,000
4,160,000
23,360,000

GHA would only be undertaking the renovation of the units to a pre-hurricane
condition. This scenario does not address several issues that should be considered
prior to the expenditure of the funds for this plan:
• Age of the units (they were built in the 50’s)
• Size of the units (based on post-war design concepts)
• Obsolesce of the unit design (design concepts came from post-war)
• Density of the sites (number of families per acre)
• Marketability of the units
The bigger issue being, these repairs will not address the fundamental issue of
“hurricane preparedness.” In case of a future storm similar to Ike, these developments
would not have been designed to handle another storm of similar magnitude.
The expected insurance payment will be in the range of 12 million to 15 million dollars.
GHA will also be asking the HUD and the State of Texas for CDBG funding that was
appropriated after Hurricane Ike. A combination of those two funding sources would
pay for the renovation.
However, there are potentially more funds available for development than just the
funds needed for renovation. GHA may be eligible to receive hundreds of millions in
CDBG funding from HUD, the State of Texas and low income housing tax credits. With
these resources available, GHA has a once in a lifetime opportunity to undertake large
scale redevelopment of all four damaged sites and to create new homes in excess of
the number currently existing that families can be proud of while assisting the
city in rebuilding of Galveston to meet the needs of the city for the next 50 years.

With these funds, GHA can accomplish several very important goals:
• The creation of new modern affordable homes
• The redesign of all four housing sites to create new neighborhoods
• The development of as many as 2,100 new affordable/working class homes
• Creating change in the neighborhoods around the four housing sites
There are four possible options to consider depending upon the availability of CDBG
funding, housing tax credits and conventional financing. The four options create a
range of units from 385 to 2,155. The primary target of this development will be
working families with a mix of assisted units to replace the existing public housing
units.
The first development option is:

COSTS

LOCATION
OLEANDER
MAGNOLIA
CEDAR TERRACE
PALM TERRACE
TOTAL

150
75
120
40
385

$ 15,000,000
$ 9,000,000
$ 12,000,000
$ 4,800,000
$ 40,800,000

This first development option is for the replacement of the public housing units on a
less dense scale at the four existing sites. The units would be primarily for families with
a combination of designs and styles, singles, duplexes and townhomes. The units
would be a mix of public housing and tax credit units. The targeted population would
be less than 60% of median income (families with incomes less than $36,060 for four
persons).
Not a single assisted family would go unassisted. Some of the displaced families may
desire to receive an alternate form of housing assistance that is suited for their
personal needs and it is estimated some families would want to return to their pervious
locations.

The second development option is:

COSTS

LOCATION
OLEANDER
MAGNOLIA
CEDAR TERRACE
PALM TERRACE
TOTAL

$ 26,000,000
$ 9,600,000
$ 16,000,000
$ 9,600,000
$ 61,200,000

260
80
160
80
580

The second development option would include a greater mix of unit types including
garden style apartments or mid-rise development for seniors. Added to the mix would
be some market rate units targeted to families between 60-100% of median income
(families between $36,060 and $60,100 for a family of four).
The third development option is:
LOCATION
OLEANDER
MAGNOLIA
CEDAR TERRACE
PALM TERRACE
New site 1
New site 2
New site 3
New site 4
TOTAL

260
75
180
40
160
140
200
100
1,155

COSTS
$
26,000,000
$
9,000,000
$
18,000,000
$
4,800,000
$
16,000,000
$
14,000,000
$
20,000,000
$
10,000,000
$
117,800,000

This development scenario envisions the acquisition of additional sites near the
existing public housing sites. The advantage to this scenario is the flexibility to create
more market rate units and to mix unit types at all sites to maximize the number of
units being built. With the potential to access insurance proceeds, CDBG and tax credit
equity for the majority of development costs, GHA would have the opportunity to build
market rate units that could attract higher-income families to the neighborhoods families above 100% of median income or $72,120.

The fourth development option is:
LOCATION
OLEANDER
MAGNOLIA
CEDAR TERRACE
PALM TERRACE
New site 1
New site 2
New site 3
New site 4
In-fill 1000K cottages
TOTAL

260
75
180
40
160
140
200
100
1,000
2,155

COSTS
$
26,000,000
$
9,000,000
$
18,000,000
$
4,800,000
$
16,000,000
$
14,000,000
$
20,000,000
$
10,000,000
$
130,000,000
$
247,800,000

The fourth development option contemplates GHA working to create 1,000 of in-fill
housing in neighborhoods that were badly damaged by Hurricane Ike. This will not only
remove blighted properties, but create a stock of housing for working families in
Galveston. This scenario is dependent upon market demand and the availability of
conventional financing. However, if GHA builds the1,155 units contemplated in Option
3, then impediments to development will have been removed and the market demand
for these units should grow.
GHA envisions a multi-faceted development plan that has several benchmarks:
•
•
•

The replacement of the 580 units within 3-5 years.
The development of 1,155 units within 5-7 years
The development of 2,100 units in 7-10 years.

Although this is an ambitious schedule of development, more than 200 units a year, it
incorporates all possible development options for everyone from the community. GHA
should begin planning the financing these four options and working toward accessing
the resources necessary to determine the marketability and the viability of these
options.

Appendix 3
Affordable Housing Matrix
Initial assumption: Every formerly assisted GHA family (PH or HCV)
continues to have decent, affordable housing.

Appendix 4
City of Galveston Five (5) Year Consolidated Plan

Appendix 5
Galveston County Data Table

Appendix 6
Site and Unit Plans for Oaks IV

Appendix 7
Development Schedule
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