Reinvestment

B R I I I The Reinvestment Fund
Human Interest Compounded Daily WWW. t r f un d .com

About TRF

The Reinvestment Fund is a leading
innovator in the financing of
neighborhood and economic revitalization.
Central to its mission is a commitment to
put capital and private initiative to work
for the public good. TRF is a development
finance corporation with a wealth-building
agenda for low- and moderate-income
people and places through the strategic use
of capital, knowledge and innovation.

TRF manages $258 million in assets from
over 850 investors, including individuals,
religious and civic groups, financial
institutions, private foundations, and the
public sector. It uses these assets to finance
housing, community facilities, businesses,
renewable energy projects and public policy
research.

TRF Policy Group

The Policy Group, TRE’s in-house
research and policy analysis division,

has become a highly regarded source

of unbiased information for public
officials and private investors. The Policy
Group reviews market conditions and
policy impacts, conducts organizational
assessments, and collects planning data.
Its research products and data are used
internally to assess the impact of TRF
loans and investments and analyze market
areas to sharpen TRE’s investment
strategies. It was used by external
customers to inform investment decisions
and shape public policies relevant to
TRE’s mission.

Issue 2

Assessing Impact

Study finds that NRLP and TRF relationship
results in an improved community

As the first in a series of reports on the effects of TRF loans and investments,
this case study examines the social and economic impacts of rental housing
developed in a section of West Philadelphia by Neighborhood Restorations
(NRLP), TRF’s largest affordable housing borrower.

To determine how these units impacted tenants’ housing and neighborhood
quality and upward mobility, TRF analyzed quantitative data and collected
qualitative data through individual interviews with tenants. The study reveals:

®m Most tenants enjoy higher quality housing than their previous residence
and neatly all (91%) are proud of their homes;

m Blocks on which NRLP units are clustered started with lower sale prices

than other proximate areas but experienced greater gains between 1996

and 2004;

m Tenants on these blocks were more likely to consider their current
neighborhood more desirable and just as safe or safer than their prior

one; and many planned to buy their own home after moving;

m Twice as many tenants have access to higher quality stores versus lower

quality in their previous residence (34% versus 18%, respectively);

m Half of NRLP tenants consider their new neighborhood more desirable
than their last one; less than a quarter feel that their new neighborhood

is less desirable;

m Almost 60% of tenants plan to buy their own home after leaving their

current unit.

Roughly half of NRLP tenants feel that
their new residence allows them to save

more effectively and contributes to a
heightened sense of responsibility.




Study Overview

This case study looks at the social and economic impacts

of a decade of loans to support NRLPs’ rental housing
developments in a section of West Philadelphia. It is the
first in a series of reports on the effects of TRE loans

and investments. Additional studies underway include our
second impact assessment of the free tax assistance program
that TRF provides to employees of companies in which
TRF makes equity investments, and a TRE charter school
portfolio study. TRF also plans to review its investments

in retail grocery stores, as well as the organization’s small
business, renewable energy production, and energy efficiency
portfolios.

We hope these studies will:

m Help our grantors, investors, business partners,
borrowers, and the general public to better understand
the social and economic benefits created by our

lending and investment activities;

m Enhance our own understanding of our social and
economic impacts, enabling us to make more insightful

investment decisions in the future;

m Enable us to identify affordable housing development
strategies and/or business models that have a
significant impact on a residents’ overall quality of
life and their ability to create wealth and economic

opportunity; and

m Improve and augment loan underwriting standards to
emphasize affordable housing characteristics identified
as having significant positive impacts on tenants and

their communities.

In this study, we sought to understand how the rental
housing units created by NRLP have impacted tenants’
ability to create wealth, take pride in their residence, and
- improve their prospects for upward mobility. To do this,
\ TRF analyzed quantitative data from the U.S. Census and

rental e City of Philadelphia describing the communities within
which NRLP housing units were developed. TRF also
reated collected qualitative data through interviews with NRLP
orhood tenants living in a TRF financed housing unit for at least
one yeat.




Neighborhood Restorations (NRLP) is TRI’s largest
affordable housing borrower, both in terms of total dollars
borrowed from TRE and number of developed units.

Founded in 1990, NRLP is a Philadelphia-based corporation
working to improve communities through the redevelopment
of vacant housing units and properties. TRE, a lender

to NRLP since 1994, has helped finance roughly 700 of
Neighborhood Restorations” 800 completed units (as of
November 2004). These loans represent cumulatively $85
million of private investment in West Philadelphia.

To date, NRLP has 18 development projects completed

or underway. Its earliest efforts (NRLP I — IV) exhibit a
more scattered development pattern, while those completed
in partnership with TREF (NRLP V — XV) show a more
clustered development pattern and work to complement prior
development sites. Projects currently in development (NRLP
XVI — XVIII) propose to build upon existing clusters and

to establish two new clusters in areas where NRLP does not
currently have a strong presence.

Individuals interviewed for this study are much more likely
to be single mothers, more likely to have graduated from
high school, and more likely to rely on public assistance,
than adults throughout West Philadelphia or the City of
Philadelphia as a whole. These tenants also tend to enjoy
greater residential stability (or move less frequently) than all
Philadelphia renters.

In addition, most tenants interviewed reported moving into
their NRLP unit from a nearby West Philadelphia address,
though a handful moved from South, Southwest, and North
Philadelphia. Most also moved from addresses on blocks
classified as “Distressed” or “Reclamation” under the City’s

Neighborhood Transformation Initiative (NTT).
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The graph above shows both completed and projected NRLP developments
created with TRF financing.

Demographic & Household Characteristics
African American 100%
Female 97%
Single Mother 81%
Avg. Household Size 3.1

Educational Attainment
Less than High School 24%
High School 66%
More than High School 9%

Employment Status
Employed 58%
Unemployed 42%

Income
Receive Public Assistance | 39%

Residential Stability
Avgerage Years of Tenure 3.9
at NRLP Address
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According to the 2000 U.S. Census,
block groups with NRLP properties

are home to nearly 50,000 people. In
general, these areas have significantly
larger percentages of African-American
residents than West Philadelphia and
the City as a whole (91% versus 77%
and 43%, respectively). Adults in these
block groups are just as likely as others
throughout the City to have less than a
high school degree, as is the case in West
Philadelphia. Families are slightly more
likely than those Citywide to be headed
by single parents (30% ate single-parent
families on NRLP blocks versus 24%
citywide). Residents’ demographic
profile was similar on blocks with one
to two, three to five, and six or more
NRLP properties.

NRLP properties are clustered on
some of West Philadelphia’s most
economically distressed blocks. Of

all NRLP block groups, those with at
least six sites had the lowest median
houschold incomes, the highest poverty
rates, and the highest portion of
houscholds receiving public assistance.

Owner-occupancy rates in NRLP block
groups rival Philadelphia’s overall rate,
and are nearly five percentage points
higher than West Philadelphia’s. Given
NRLPs’ strategy for targeting investment
areas, NRLP properties are also
concentrated on blocks with vacancy
rates well above those of the City (15.5%
versus 10.9%).

Crime is an important indicator of
community health. For Philadelphia as a
whole, crime rates declined significantly
between 1998 and 2003 — dropping from
76.4 crimes per 1,000 residents to 60.2.
Crime on blocks with six or more NRLP
sites exhibited a similar drop; blocks with
fewer NRLP sites also saw declines, but
consistently had lower crime rates than

both Philadelphia and West Philadelphia.

Census Block Groups with:
: : West al 1-2 3-5 6+
Phlladelphla Phﬂadelphia Pgll’g;ges Pf;]giges ngeLrges PrI;II;RfrEes
Median Houschold $30,746 $24.441 | $25,034 | $24,450 | $28,154 | $22,472
Income
Households Receiving
Public Assistance 8.7% 11.5% [ 112% | 113%| 8.6% | 148%
Poverty Rate 22.9% 29.0% | 26.0% | 26.5% | 22.7% | 30.0%
Source: US. Census, 2000.
Census Block Groups with:
5 . West All 1-2 3-5 6+
Phﬂaddphla Phﬂadelphia P f;’;}iges nggx“ges ngel;gcs P}(jﬁé‘gss
Vacant Housing 10.9% 13.6% 13.0% |124% [12.0% |155%
Units
Owner-Occupied 59.3% 54.0% 58.6% 59.6% 59.2% | 55.4%
Renter-Occupied 40.7% 46% 41.4% 40.4% 40.8% | 44.6%
Source: U.S. Census, 2000.
Census Block Groups with:
. . West All 1-2 3-5 6+
Phdadelphla P h1ladelph1a Pgﬂcs Pg}%es ngiges ngiges
S
= 1998 76.4 75.0 65.1 59.6 64.2 77.4
T 5[ 1999 74.8 77.1 646 |60 640 [744
o %[ 2000 703 72.8 607 [569 [579 [73.0
g = 2001 68.1 70.6 56.3 54.6 50.0 69.6
- 2002 60.2 60.6 46.9 42.3 42.4 63.2
2003 60.2 64.8 50.4 47.8 46.9 61.1

Source: City of Philadelphia, 2004.

Past issues of TRF’s Policy Brief are available on the web
at www.trfund.com/about/publications.htm or by calling

us at 215.574.5810 to receive a mailed copy.




Together, the quantitative and qualitative survey data reveal:

Most tenants enjoy higher quality housing than their previous
residence:

B 65% of tenants consider their current unit better or much
better than their previous unit while only 7% cite worse

conditions;

“Our quality of life has improved. Kids have spaces
to play, they are happy, they are outside playing, I
can sit on the porch and watch them. I enjoy having
my own cookouts. Our old unit was an apartment
building, but now we have a yard, basement, and my
son has his own room where his friends can hang
out. This is better for him.” Tenant, D.I.

m Over half (55%) claim to have better amenities
(appliances, heat, and yard size) in their current house

while only 6% have worse characteristics;
B 91% express that they are proud of their home;

m 89% would recommend their house to other people
(interestingly, 38% of tenants learned of NRLP properties

through a friend’s recommendation);

® Tenants view NRLP/Prime Property Management
as a responsive landlord — 43% consider NRLP more
responsive, and only 14% less responsive, than their last
landlord;

m Only 10% of tenants pay more than $500 per month in
rent; housing subsidies (i.e. Section 8 or Housing Choice

Vouchers) make the average rent roughly $250;

m Although half of all tenants currently pay higher rent than
at their previous residence, 85% consider the rent they pay
fair given property conditions and location. Importantly,

42% of tenants report paying less in rent to NRLP;

m More than 80% of tenants have 10 ten or more days late

paying rent at least once;

B 47% of tenants have higher utility costs at their NRLP

residence versus only 16% who have lower costs;

m 18% specifically mentioned exorbitant heating bills during
winter months due to poor insulation and drafty doors

and windows;

m If they could do it all over again, three out of four tenants
(77%) would again choose to move into their NRLP

house.

West Philadelphia has endured decades of blight and
disinvestment common in many Philadelphia neighborhoods.
As a result, much of the area was classified as Distressed or
Reclamation in TREs initial NTT analysis. However, these
classifications improved between 2001 and 2004 for most block
groups containing NRLP properties.

In general, sales prices rose on blocks with currently occupied
NRLP properties. Declines primarily occurred on blocks where
NRLP properties are under construction or in predevelopment

phases.

m Nearly half of tenants (49%) consider their new
neighborhood more desirable than their last one; just 24%
feel that their new neighborhood is less desirable. Two-
thirds (66%) are proud of their neighborhood,;

“There is lots of redevelopment going on in this
neighborhood. My children can walk around without
worry. The area’s child watch program keeps it
safe.” Tenant, T.].

m Tenants generally feel that their neighbors are friendly
(56%) and that their homes are close to shopping and
services (52%), and transit (39%);

m Most tenants now live closer to public transportation
(67%) as well as stores and services (54%) then they did
in their previous residences; 34% feel that their current
neighborhood stores are of higher quality than those in
their old neighborhood. That is twice as many as those
who feel the neighborhood stores are of lower quality
(18%).

“I worked at a nearby nursing home after I moved
here because it was right around the corner (more
job opportunities in this area). There’s a community
college around the corner that offers GED courses,
so it’s more convenient (to access educational

opportunities) than before.” Tenant, PW.
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m Opver half of tenants (58%) are employed, mostly in

service sector jobs located within Philadelphia;

m One-third of tenants (37%) have a shorter commute
to work from their current residence; 40% spend the

same amount of time commuting;

m Roughly half of tenants —and 60% of employed
tenants — feel that their new residence allows them
to save more effectively, due to lower rents, lower
transportation costs, and better budgeting habits, and

contributes to a heightened sense of responsibility.

“I feel better about myself because I have my own

house that’s quiet and clean.” Tenant, M.F.

“The kids can go out and
play and not have to worry

about safety.” Tenant, C.P.

“Overall my life has changed for the better... 1
have a better attitude and outlook on life.”
Tenant J.S.

“I have more responsibilities now living on my
own in a house. This has helped me manage
finances better.” Tenant, W.M.

“You change when you move from a project to

a home. Your attitude is different. When you

feel better about yourself you’re motivated to do
more things... it builds your self-esteem. The
environment (that you live in) has a lot to do with
it.” Tenant, V. L.

“Being in the same house for an extended period
has helped me establish good credit and financial
responsibility. This looks good on my resume;
employers like to see stability (this helps me get
and retain employment).” Tenant, E.S.

m The most common tenant complaints include too
much crime (48%), too much noise (45%), and too
much trash (39%);

m Most tenants (55%) are unaware of any neighborhood

associations or community development organizations;

m Tenants in areas with clustered developments are
more likely to consider their current neighborhood
comparatively more desirable than their prior one
(56% versus 46%0);

m A higher proportion of tenants in areas with a greater
number of NRLP developments feel their current
residence is safer or just as safe as their previous

residence (80% versus 68%);

m Neighborhood pride is higher in neighborhoods with a
greater number of NRLP units (72% versus 64%);

m The proportion of tenants planning to buy their own
home after moving is higher in areas with a greater
number of NRLP units (64% versus 56%).

How do physical conditions in
your current home compare with
conditions in your last apartment?

Worse 6.9%
Same 27.8%
Better 31.9%
Much Better 33.3%

How do characteristics (like appliances,
heat, yard, and size) in your current home

compare to your last apartment?

Worse 5.5%
Same 17.8%
Some better, some worse 20.5%
Better all around 56.2%




Real Estate Market Analysis

The accompanying maps show the

part of West Philadelphia in which
NRLP properties are located. Each
map is shaded to reflect the underlying
housing market strength using the
Market Value Analysis (MVA) designed
by TREF for the City of Philadelphia’s
Neighborhood Transformation
Initiative. Areas shaded in red represent
Philadelphia’s most challenged housing
markets. These areas have heightened
levels of vacancy and abandonment,

a history of substantial demolitions,
very low housing values and other signs
of physical distress. Areas shaded as
orange clearly evidence signs of market
stress, but are substantially less vacant
and manifest higher sale prices. Areas
shaded yellow, blue, purple and black
manifest greater levels of market vitality.

About the Maps

The first map depicts the MVA market
type as estimated in 2001; the second
map shows MVA market types re-
estimated using 2003 data. Each dot
represents a NRLP property. The
reader should note that most NRLP
properties were located in areas shaded
red in 2001. By 2003, many of those
areas transitioned (i.e., strengthened)
to orange, yellow and blue. Stated
differently, NRLP properties were
located in areas of serious distress, but
those ateas improved substantially over
the last few yeats.

Existing NRLP Properties
#~ and 2001 NTI Classification
o NRLPI-IV
© NRLPV-XV
©  NRLPXVI- XVl
2001 NTI Classification

B Regional Choice

I High vaive

I steady

[ transitional up
Transitional Steady

[ Transitional Down

[ Distressed

[ Reclamation

\
The
Reinyestment
Fund

" Non Residential

7~ Existing NRLP Properties
and 2003 NTI Classification
© NRLPI-IV

® NRLPV-XV

©  NRLPXVI- XVIll

2003 NTI Classification

Less than 6 Sales, 2002-2003
[0 Non Residential;
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Average Sale Prices

Census Block Groups with: m Very few tenants (14%) plan to live in their current
West 1-2 3.5 6+ house five years from now;
Phﬂadelp b P flf\’]};%ges Ptl;meﬁges PgReLrges
P r m Almost 60% of tenants plan to buy their own home
1996,/1997 $38,863 $40,947 | $38,519 | $32,442 after leaving their NRLP house.
1998,/1999 $43916 |  $43,948| $53,757| $33,501
2000 $44,219 $47,891 | $44,717| $37,281
2001 $44.674|  $44369| $44.569| $36,267
2002 $47,719 $51,091 | $53,652| $34,457 Between 1996 and 2004, areas in which NRLP clustered its
2003,/2004 $52,407 $53,781 | $51,845| $44,413 development started with lower prices but experienced greater
% Change 34.9% 31.3% | 34.6%| 36.9% gains. Census block groups with 6 or more NRLP sites
Source: TRE analysis of Philadclphia BRT data, 2004. appreciated at a quicker rate than those with 3 to 5 sites, and

these areas appreciated faster than those with only 1 or 2 sites.

Average Sales Prices 1996-2004
NRLP A

wetpiidaphin| TR loans to NRLP have produced more than 700

$55,000

000 NPE affordable housing units in one of the most distressed areas
<000 ] of Philadelphia. Of particular interest is the effect that
ﬁ $45,000 NRLP C . :
2 these units have had on property values in the area. Most
] o . .
$40000 1 notably, areas with high concentrations of NRLP units saw

a greater rise in property values than the average area in

West Philadelphia. This community wealth building effect

$30,000 w \ \ ‘ ‘ ‘ is complemented by the more intangible effects captured
T w0 o e Ao through the tenant interviews: an enhanced sense of

$35,000

pride in one’s home, a new-found sense of responsibility;
an affordable home that is nicer than the one previously
occupied and a positive outlook for the future.

Reinvestment

BRIEF

The Reinvestment Fund
718 Arch Street, Suite 300 North
Philadelphia, PA 19106-1591
www.trfund.com



