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Adding Internal Accessory Dwelling Units
to Existing Homes

Overview

In November 2015, Austin’s City Council took a major step towards easing restrictions on the
construction of Accessory Dwelling Units (ADUs). ADUs, variously known as granny flats, mother-
in-law apartments, casitas, and other names, are small, independent housing units that share a
residential lot with one or more larger units (in Austin, most often a detached single-family house).
The 2015 ordinance, in various ways, eased restrictions on building ADUs. Whereas prior to
2015 a registered neighborhood group could vote to ban ADUs from within its neighborhood,
ADUs are now allowed by right on parcels zoned SF-3, that are at least 5,750 square feet in size,
and that meet several other requirements. Before, ADUs needed to be at least 15 feet from the
nearest building; they can now lie just 10 feet away. The result has been a sharp increase in ADU
production, with a 34% jump from 2015 to 2016, the first full year with the ordinance in place.?

Homeowners value ADUs for the flexibility they provide: They can be used for added living space,
or as a way to accommodate a family member or friend in need of housing at reduced or free rent,
while maintaining a sense of privacy and separation. Crucially—from the standpoint of helping
homeowners resist displacement pressures—ADUs can help them cope with increased costs, such
as property taxes, or life events that result in reductions in income, such as unemployment or
retirement.

There is, however, a major caveat to the promise of ADUs: Under current regulations, building one
is an expensive proposition for a low- or moderate-income homeowner in Austin. Although the
cost—often in the range of $150,000 to $200,000—of building an ADU as a free-standing structure in
Central Austin is considerably lower than the per-unit cost of building a typical new apartment building
in the urban core, it is still out of reach for most homeowners. Furthermore, adding a new detached
ADU will typically result in an increase in property taxes for the homeowner, partially offsetting its
financial benefit. Experience from Pacific Northwest cities suggests that legally-permitted ADUs are
disproportionately pursued by affluent homeowners living in high-income neighborhoods.?’

There is a promising alternative: the internal ADU, or an ADU that is carved out of the interior of
an existing house, with its own independent entrance provided to the exterior. At present, Austin
effectively bans internal ADUs as income generators for their owners by restricting their legal
occupancy to relatives or caretakes who pay no rent. Internal ADUs typically cost considerably less
than external ADUs. In some cases they can be built for as little as $50,000 or less—a cost that is
feasible for a much wider range of homeowners than detached ADUs. Furthermore, because an
internal ADU adds no net new square footage, increases to property taxes should be dampened.
Ending the de-facto ban on internal ADUs is a low-cost, “low hanging fruit” policy that could be
enacted in Austin. It has at least the possibility of helping homeowners stave off displacement in
gentrifying neighborhoods, while also adding rare, relatively inexpensive rentals in single-family
neighborhoods.

Considerations

There are various regulatory parameters that would have to be addressed in any internal ADU
ordinance. For instance, policymakers would have to decide whether an internal ADU would
trigger an off-street parking requirement; whether or not legal occupancy of the ADU would require
the owner to live on the property, as is the case in most cities in the US (with the notable exception of
Portland, Oregon);?® and whether an internal ADU could be used as a short-term rental (i.e., rented on
a nightly basis to visitors via platforms such as Airbnb and HomeAway). In general, the less restrictive
the regulation on construction and use, the more development of internal ADUs will occur.



While removing regulatory barriers to internal ADUs would be a valuable step on its own, more
far-reaching steps would need to be taken by the city to bring their benefits to the widest possible
pool of homeowners. Even with the simpler construction and lower costs of internal ADUs, there
are homeowners who could benefit from such projects but who lack the know-how or financial
strength to undertake them. Technical and financial assistance from the city, or delivered in
tandem with local lending institutions and nonprofits,?’ could bridge this gap. In addition, active
intervention from the city could further other objectives, such as ensuring that internal ADUs are
fully ADA-compliant, thus allowing frail elderly homeowners and homeowners with disabilities to
move into them while drawing robust income from renting the main portion of the house. Finally,
such interventions could be geographically targeted to gentrifying neighborhoods as an explicit
anti-displacement strategy, perhaps with a particular emphasis on elderly homeowners.

Assessment

Vulnerable populations targeted

Current homeowners in single-family houses
or duplexes citywide, including vulnerable
neighborhoods. Could target financial and
technical assistance for building ADUs to low-
income senior homeowners and homeowners
with disabilities.

Stage of neighborhood change
Any stage of gentrification.

Place-based

No. However, financial or technical assistance
to help low-income homeowners create
ADUs could be focused on gentrifying
neighborhoods as an explicit anti-
displacement strategy.

Sustainability

Good. Regulatory reform, on its own, is
permanent and will be helpful to future
generations of homeowners.

Resources

Inclusivity

Poor to Fair. Development of such
regulations would involve citywide input.
Targeting to vulnerable homeowners would
require specific outreach and a dedicated
stakeholder group.

Financial Resources

Low. Primarily the cost of developing and
passing an ordinance (administration of
permits could be covered by permit fees).
Medium if the city also creates a program to
technically and financially assist homeowners
in targeted neighborhoods.

Capacity Required

Low. City staff is already accustomed to
administering ADU permits; these changes
would simply change how they do their
work. Creating a program to actively assist
homeowners would require more capacity,
but could be done in partnership with local
lending institutions and nonprofits.

Accessory Dwelling Units Draft Environmental Impact Statement (Seattle), http://www.seattle.gov/

council/adu-eis

Peterson, Kol, Backdoor Revolution: The Definitive Guide to ADU Development (Accessory

Dwelling Strategies 2018).
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EXHIBIT A

RESOLUTION FOR LOW INCOME HOUSING TRUST FUND AND APPROPRIATIONS

WHEREAS, the market in Austin is not preserving or producing affordable housing
for low income families, which are households making 60% of median income or
less; and

WHEREAS, Austin’s low income residents by the thousands are being forced to
move from Austin; and

WHEREAS, U.S. Census data shows that in the five-year period from 2011 through
2015 the number of Austin households making 60% of median income or less
decreased by 4,411 despite a net growth of 34,893 households within the City;
and

WHEREAS, the private housing market cannot produce affordable housing for
Austin’s low income families because the high cost of construction and land
exceed their ability to pay; and

WHEREAS, existing low income housing, both for ownership or rental, will always
be less expensive than new housing; and

WHEREAS, the Austin Strategic Housing Blueprint Plan estimates a need by 2025
for 47,000 additional housing units for residents making 60% of median income
or less, which will cost approximately $4 billion to fully address; and

WHEREAS, housing is a fundamental human need and right; and

WHEREAS, on 11/19/2009 the City Council of the City of Austin passed Resolution
#20091119-063 Using City owned land on Levander Loop for various uses,
including affordable housing; and

WHEREAS, on 4/17/2015 the City Council passed Resolution #20140417-049
Using City owned land for affordable housing; and

WHEREAS, on 10/16/2014 the City Council passed Resolution #20141016-026
Retaining families and school; and

WHEREAS, on 6/16/2016 the City Council passed Resolution #20160615-035
Inclusionary zoning in Homestead Preservation Districts; and



WHEREAS, on 4/11/2017 the City Council passed Resolution #20170411-05 from
the Community Development Commission on Mobile home regulations,
supporting their continued use thoughout the City; and

WHEREAS, on 4/14/2017 the City Council set the Affordable Housing Goals for the
City of Austin; and

WHEREAS, it will require Austin to make large capital investments to preserve,
construct, and subsidize housing for workforce families; and

WHEREAS, Austin still has no permanent, consistent source of funds to invest in
housing; NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

The City Council directs the City Manager to develop a comprehensive plan,
budget and ordinance in the next 60 days to present to the Council for adoption
that shall:

1. Establish a separate, dedicated Low Income Housing Trust Fund (LIHTF) into
which all City housing funds, including those specified below, are placed.

2. Establish a Low Income Housing Fund Management Agent to administer the
LIHTF. The Agent shall have diverse membership and shall include lower
income residents, both homeowners and renters, and community
representatives.

3. Begin each annual budget process by first allocating $16 million to the
LIHTF to preserve, construct or subsidize housing for low income families,
defined as households making 60% of less of median income, this being the
amount the City of Austin spent in fiscal year 2015 — 2016 on fee waivers.

4. Establish a policy that all future general obligation bond elections include at
least 20% of the bonds for low income housing.

5. Establish a policy similar to the City of Houston’s that all new Tax Increment
Zones or other quasi-governmental entities created by the City be required



to dedicate at least 1/3 of their revenue to the LIHTF for both preservation
and construction of low income housing.

. Amend all density bonus programs so that developers have the mandatory

option to pay a fee in lieu equal in an amount to the economic value of the
required on-site affordable units.

. Require that all City public employee pension funds investigate and
consider investing in low income housing within the Austin city limits.



RESOLUTION TO ADOPT RIGHT TO STAY AND RIGHT TO RETURN PROGRAMS
FOR EAST AUSTIN

WHEREAS, the City of Austin has promoted for decades destructive, racist policies in
East Austin resulting in segregation, economic marginalization, environmental
injustice, and neglected infrastructure; and

WHEREAS, the City has designated East Austin as a “desired development zone”,
and the City has failed to take action to prevent wholesale gentrification or to stop
massive displacement of lower income residents of color, devastating their
neighborhoods, community relationships and culture; and

WHEREAS, Right to Stay and Right to Return programs would begin to alleviate and
make reparations for Austin’s years of racist zoning, inequitable development, and
total disregard of the residents of the Eastside; and

WHEREAS, Right to Stay programs exist in many cities, including Houston, Texas,
and contain specific strategies and concrete tools to help both renters and
homeowners who are historically residents of lower income communities of color to
remain in their historic homes, such as:
1) working with nonprofits and other local government entities to develop
policies to reduce or freeze property taxes for low income residents and seniors
in the target districts;
2) outreach to all seniors in the target districts to ensure they apply for and
receive homestead and senior property tax exemptions;
3) creating well-funded home repair programs to enable elderly and disabled
district homeowners to receive needed repairs, even without clear legal title,
and a legal program to help clear titles;
4) funding and staffing fully an on-line housing application process, such as in
Portland, Oregon, that lists all available affordable units in one location
accessible to the target populations; and this database would include unit size,
number of bedrooms, bathrooms, rent and costs; and
5) enforcing strictly the building codes for multi-family apartments to ensure
that affordable housing remains habitable, with a focus on housing that has
received government subsidies; and



WHEREAS, Right to Return programs include specific strategies and tools to assist
people of color who grew up in or are otherwise members of generations of families
of color of East Austin to return to East Austin; and.

WHEREAS, Portland, Oregon’s “right-to-remain or return” policy is a model that
Austin should look to and that contains these essential features:
1) funding and staffing to fully support bringing former residents back to a
gentrified area (with people displaced or at risk of displacement having priority
access to housing developed through this initiative);
2) supporting production of units that can lead to home ownership for
returning working families, including different housing types such as modular-
manufactured-mobile-tiny units, condominium apartments with multiple
bedrooms, and rent-to-own options; and
3) using public-owned property to build new land-banked and land trust homes
for lower-income former East Austin residents of color who want to return,
with a variety of housing; NOW, THEREFORE

BE IT RESOLVED:

The City Council directs the City Manager to develop within 60 days a
comprehensive plan, budget, and ordinance for the Council’s consideration to
adopt and fund an effective, robust Right to Return and Right to Stay Program for
East Austin.



RESOLUTION FOR THE USE OF CITY OWNED LAND FOR LOW INCOME HOUSING

WHEREAS, the City of Austin currently faces a critical shortage of housing for
purchase and for rent that is affordable to low income families; and

WHEREAS, in 2015 in zip code 78702 median household income is $41,016, so
affordable rent is $1,025 a month, or an affordable mortgage of $166,537, while
housing in that zip code is selling at the median list price of $399,000, more than
twice the amount the median income household can afford; and

WHEREAS, in 2015 median household income for zip code 78721 is $37,234, so
affordable rent is $931 a month, or an affordable mortgage of $151,181 but the
median list price is $323,000; and

WHEREAS, in 2015 median household income for zip code 78741 is $31,658, so
affordable rent is $791 a month, or an affordable mortgage of $128,537 but the
median list price is $371,000; and

WHEREAS, in 2015 median household income for zip code 78744 is $42,400, so
affordable monthly rent is $1,061, or an affordable mortgage of $172,319 but the
median list price is $252,000; and

WHEREAS, between 2015 and 2016, Austin lost 5,445 households making less
than median income and gained 3,006 households making over $200,000; and

WHEREAS, the Neighborhood Housing and Community Development staff has
estimate that between 48,000 and 60,000 units of affordable housing represents
the current housing shortage, yet the city’s Density Bonus program only expects
to provide 1,100 units over the next ten years, meaning that the shortage may
well have doubled by the end of the next decade; and

WHEREAS, the City of Austin has funded projects in the past (Rosewood/Glen
Oaks Neighborhood and the neighborhood near Brooke Elementary School in the
1980s, and Govalle and Montopolis Neighborhoods in the 2000s) to help low
income families purchase single family homes by using land that is city owned to
reduce construction costs; and



WHEREAS, the City of Austin has within its power to promote the general welfare
of the community and to mitigate the adverse family impacts of involuntary
residential displacement; and

WHEREAS, the City of Austin’s Homestead Preservation District boundaries are
based on the severity in which the residents within the boundaries are “extremely
cost-burdened,” a term used to describe households that allocate more than the
recommended 50% of household income towards housing costs; and

WHEREAS, families play a critical role in maintaining strong communities, directly
impacting a broad range of issues from jobs to public schools to the local
economy to the environment and our future as a city; and

WHEREAS, families and children are a protected class under the Fair Housing Act;
and

WHEREAS, Imagine Austin, the city’s comprehensive planning document,
specifically recognizes the need for family-friendly development citywide; and

WHEREAS, the City of Austin owns land parcels throughout its jurisdiction; and

WHEREAS, using publicly owned lands for affordable housing is an effective
strategy for creating affordable housing; and

WHEREAS, many cities leverage opportunities for affordable housing by utilizing
city-owned properties for this purpose; and

WHEREAS, the Community Development Commission has recommended the
promotion of manufactured housing as a way to reduce costs of single family
housing for low income families; and

WHEREAS, the Neighborhood Housing and Community Development staff have
repeatedly identified the use of city-owned land for affordable housing as an
essential affordable housing strategy; and



WHEREAS, the City Council approved goals to address housing needs in Austin
April 14, 2017, including preventing households from being priced out of Austin,
fostering equitable communities, investing in housing for those most in need,
creating new and affordable housing choices for all Austinites in all parts of town,
and helping Austinites reduce their household costs; NOW THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

The City Council directs the City Manager to identify no less than four properties
owned by the City of Austin that can be quickly made available for building by
March, 2018.

BE IT FURTHER RESOLVED:

The City Council directs the City Manager to release a Request for Proposals (RFP)
to local non-profits to place manufactured and/or construct single family homes
on those properties adequate to house no less than 100 low income families by
May, 2018.

BE IT FURTHER RESOLVED:
The City Council directs the City Manager to release four additional properties
through the same process by August 2018.



RESOLUTION TO ESTABLISH INTERIM DEVELOPMENT REGULATIONS IN
AREAS WITH INADEQUATE DRAINAGE

WHEREAS, recent increases in redevelopment, coupled with undersized,
collapsed and nonexistent storm water infrastructure has exacerbated
flooding in residential areas within the Onion Creek, Williamson Creek,
Walnut Creek and Boggy Creek watersheds

WHEREAS, current development regulations and storm water infrastructure
are insufficient to prevent drainage systems from exceeding capacity or to
address storm water issues associated with infill development;;

WHEREAS, Section 11.086 of the Texas Water Code generally prohibits
diverting or impounding surface waters in a manner that damages the
property of another through overflow;

WHEREAS, the interim development regulations adopted by the ordinance
that results from passage of this resolution help to ensure greater compliance
with state law and to protect the health, safety, and welfare of residents by
limiting development that would further overburden existing storm water
infrastructure, while studies can proceed to measure the impact of
redevelopment of older properties and the effect of redevelopment on aging
infrastructure;

WHEREAS, the City of Austin is currently engaged in a comprehensive rewrite
of its land development code, which among other things, will address
appropriate regulations for redevelopment and other more permanent
solutions to improve storm water infrastructure;

WHEREAS, the regulations adopted by the ordinance that results from
passage of this resolution are intended as an interim measure, until more
permanent solutions are set in place;

WHEREAS, this resolution proposes the following definitions and
measurements for use in development of the regulations:



e Commercial Use Building means a structure used for one or more of the
commercial uses defined under Section 25-2-4 of the Land
Development Code, including without limitation a vertical mixed use
structure defined under Section 25-2, Subchapter E of the Land
Development Code;

e Director means the Director of the Watershed Protection Department
and Development Services Department;

¢ Flood Prone Zone shall refer to all properties located within the Onion
Creek, Williamson Creek, Walnut Creek, Boggy Creek watersheds as
more particularly defined under Section 25-8-2 of the Land
Development Code;

e Gross Floor Area means the total square feet of all enclosed space within
a structure, regardless of its dimensions, that is not otherwise
exempted from the calculation of gross floor area under an explicit
provision of the Land Development Code; and

e Residential Use Building means a structure used for one or more of the
residential uses defined under Section 25-2-3 of the Land Development
Code;

WHEREAS, for all properties located within the Flood Prone Zone, applications
for building and demolition permits for a commercial use or residential use
building must comply with the following to be accepted for filing:

e An application for a demolition or relocation permit for a Commercial
Use or Residential Use Building must be filed concurrently with a
application for a either of the next two types of permit ;

e For a building permit for a Residential Use Building or a site plan for a
Commercial Use Building on a lot where a structure has been or will be
demolished or relocated, the new structure’s size is limited to a
maximum Gross Floor Area equal to one hundred fifteen percent
(115%) of the Gross Floor Area of the existing or pre-existing structure
located on the lot; in the case that a lot is combined with an adjacent
lot or lots, the new structure’s size is limited to maximum Gross Floor
Area equal to one hundred fifteen percent (115%) of total, combined
Gross Floor Area of any existing or pre-existing structures on such
combined lots;

e For a remodel permit to increase the size of a Residential Use Building or
a Commercial Use Building, the structure’s size after the remodel is



limited to a maximum Gross Floor Area equal to one hundred fifteen
percent (115%) of the Gross Floor Area of the existing structure; and

WHEREAS, the City Council may waive by ordinance the moratoria imposed
by adoption of this resolution as ordinance if the City Council determines
and makes specific, detailed findings by 3/4™" vote of the entire council that:
e The development regulations in the ordinance resulting from
implementation of this resolution imposes undue hardship on the
applicant;
e The development proposed by the applicant will not adversely affect,
directly or indirectly, the public health, safety, and welfare; and
e The Director determined that the development proposed by the
applicant will reduce the flowing impact to other properties, as
compared to pre-development conditions; NOW, THEREFORE

BE IT RESOLVED:

The City Council directs the City Manager to prepare administrative rules
deemed necessary for implementation of this resolution. The requirements of
this resolution control in the event of a conflict with any administrative rules;
The City Council waives the requirement for Planning Commission review of
the ordinance adopting this resolution;

The City Council finds that the flooding impacts resulting from development in
the Floor Prone Zone constitutes an emergency. Because of the emergency,
the City Council further directs the City Manager to prepare the ordinance for
City Council to adopt immediately for the immediate preservation of the
public peace, health, and safety.



RESOLUTION TO EXPAND USE OF NEIGHBORHOOD CONSERVATION COMBINED
DISTRICTS AND HISTORIC DISTRICTS

WHEREAS, the Neighborhood Conservation Combining District (NCCD) is a well-
known tool sanctioned by the State of Texas and used by numerous cities across
the country to create conservation districts to preserve neighborhoods; and

WHEREAS, the NCCD tool may be used in tandem with the City’s Historic District
tool throughout Austin, Texas to alleviate gentrification, displacement, economic
and racial segregation, and demolition of low income affordable housing, as well
as to promote lower income neighborhoods affordability, preservation, and
conservation, particularly in East Austin; and

WHEREAS, the NCCD tool may specify district zoning requirements to achieve
these purposes by limiting floor to area ratio (F.A.R), square footage, building
height, setbacks, compatibility, and site area requirements along with other
specific property requirements that prevent demolition and displacement, and
the Historic District tool’s design guidelines would complement the zoning
requirements for the NCCD’s conservation purposes; and

WHEREAS, previously the NCCD tool was misapplied in East Austin to promote
urban “redevelopment” and displacement of low income people of color by the
City, instead of being used as a conservation tool to maintain lower-income
communities and diversity; and

WHEREAS, the NCCD and the Historic District tools would provide flexible, but
more consistent standards for conservation and “redevelopment” that would suit
the character of the districts’ areas and neighborhoods; NOW, THEREFORE,

BE IT RESOLVED BT THE CITY COUNCIL OF THE CITY OF AUSTIN:
The City Council directs the City Manager to develop and present to the City

Council for adoption within 60 days a comprehensive plan, budget, and ordinance
to:



e To support vigorously and apply through specific requirements these two
tools to help conserve and preserve our neighborhoods and prevent
gentrification and displacement;

e To provide immediately before it is too late the financial resources and
professional assistance needed to neighborhoods, to create historic
districts and NCCDs by no later than the end of calendar year 2018 to
prevent further displacement and demolition, particularly in East Austin.;

e To apply through the Equity Office a comprehensive equity analysis and
tools by July 2018 to East Austin to alleviate gentrification and
displacement, while protecting the people who live there now through
additional affordability, conservation, and preservation programs.



RESOLUTION TO IMPLEMENT AUSTIN ENVIRONMENTAL QUALITY REVIEW

WHEREAS, the City of Austin has the responsibility to examine the impacts of its
discretionary activities upon the natural and cultural environment; and;

WHEREAS, the path to a sustainable future discussed in the Imagine Austin Plan
and the Climate Protection Plan require us to consider the cumulative impacts our
actions may have on our fragile environment; and;

WHEREAS, we must scrupulously examine the environmental justice implications
of our
decisions; and;

WHEREAS, analysis and disclosure of environmental impacts will improve
quantitative and qualitative understanding of central and enduring public health
concerns such as residential displacement, ground level ozone levels,
neighborhood character effects, as well as many other impacts; and;

WHEREAS, analysis and disclosure of environmental impacts empowers citizens
with

information they can use to make important individual and family health
decisions; and;

WHEREAS, the National Environmental Policy Act of 1969 stands as one of
President Lyndon B. Johnson's greatest environmental achievements and its

language and intent can be implemented locally; and;

WHEREAS, cities such as New York and others already perform routine
environmental quality reviews; NOW THEREFORE,

BE IT RESOLVED BY THE City Council OF THE CITY OF AUSTIN:
The City Council directs the City Manager to develop and present to the City
Council for

adoption within 60 days a comprehensive plan, budget and ordinance to:

e Establish an environmental quality review program.



e Develop an environmental quality review technical manual.

e Establish an environmental quality subcommittee of the Environmental
Commission or the Joint Sustainability Committee.
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Despite efforts to address housing affordabil-
ity, the Austin area continues to experience
record housing cost increases and the dis-
placement of residents due to these increases.
In this brief, the Latino Research Initiative
(LRI) examines how cheaper housing stock in
the area of Austin known as the Latino cres-
cent may be targeted by real estate investors
and how investor attention may foster a cycle
of housing cost increases.

Between 1990 and 2018, the Austin area
experienced strong population growth: from
846,227 people to an estimated 2,170,951.
Opver the past few decades, Austin area res-
idents have endured an unbalanced housing

market with low housing inventory. Austin
last saw a balanced housing market, with

an annual average of at least 6.0 months of
inventory, in 1990. Today, the area shows 2.9
months of inventory.? Increases in demand
coupled with historically low rates of new
construction have resulted in this low inven-
tory and created a seller’s market in Austin.’®
Austin's population is projected to more than
double in size by 2050,' suggesting that unless
construction rates increase significantly, this
trend may continue.

The increase in home prices in Austin is part
of a larger national trend. Home prices in the
U.S. have continued to increase, with 41 metro

THE LATINO CRESCENT
refers to the shape of the
population distribution of
Hispanics and Latinos in
Austin. Due to the historic
restriction of the movement
of minorities to certain parts
of the city greater proportions
of the Latino population are
geographically distributed in
a crescent shape along the

eastern edge of Austin.



areas, including Austin, now exceeding their
pre-great recession highs.® Unlike most of
Texas, Austin continues to experience a level
of real home price appreciation more fre-
quently seen in the tighter east and west coast

housing markets.? The price distribution of
home sales has also increased. Between 2012
and 2015, the greatest share of home sales

prices remained steady at $150,000-$199,999.

Between 2016 and 2017, the greatest share
of home sales prices jumped to $300,000—
$399,999.2

'This jump in prices has exacerbated an
already-existing affordability problem in the
Austin area. The Texas A&M University

Real Estate Center, using an affordability
index that compares the area median family
income to the costs needed to purchase a
median priced home, ranked Austin one of
the least affordable cities in Texas. The Center
found that the Austin area affordability index
dropped from a 2.51 in 2012 to 1.77 in 2017.
For comparison, Austin (1.77) remains slight-
ly more affordable than Dallas (1.71) but less
affordable than Houston (2.02).

An affordability index of 1.77 means that

the median family income is 77% higher
than what is needed to afford a median
priced home. Although the affordability
index indicates that the Austin area median
income is higher than the amount required
to purchase a median-priced home, which

on the surface is a good thing, the index does
not capture the variability within the Austin
area. For example, the affordability index is
calculated using median family income for
the population as a whole ($81,400) to afford
a median-priced home of $295,000.% A closer
examination reveals a dramatic difference in

a. any reference to blacks or whites means non-Hispanic
blacks and non-Hispanic whites

median income between racial/ethnic groups:*
blacks and Latinos have a median family
income of $44,352 and $45,199, respectively,
while the median family income for whites

is $103,262* (Figure 1). In addition, housing

tends to be more expensive closer to the core
of the city. The core also happens to be where
greater concentrations of poverty are located,
with more than 50% of the population of
some centrally-located neighborhoods living
in poverty.

THE QUESTION

Many factors contribute to rising housing
costs in Austin. This brief examines one

such factor, specifically, whether real estate
investors are driving up the cost of housing in
Austin. We go on to ask, if investor interest is
linked to rising housing costs are all neigh-
borhoods equally affected?

For the purposes of this study, an investor
is defined as any person who owns a home

$120,000
$100,000
$80,000
$60,000

$40,000

Median Family Income

$20,000

Austin’s median family income
for entire population combined

that is not their primary residence. Although
home prices have increased significantly since
the great recession, investment home purchas-
es have remained stable.® These investment
home purchases occur more frequently in the
southern U.S., both in the suburbs and central
city, with most investors intending to use
purchases as rental properties.®

In Austin, the majority of homes are pur-
chased as primary residences. However,

some Austin neighborhoods are seeing the
impact of investment home purchases. That
impact, coupled with a significant chunk of
Austin’s population growth coming from
out-of-staters,” has resulted in some residents
blaming out-of-state investors for driving up
the cost of housing.

A recent CNBC article notes that despite
some data pointing to a healthy housing mar-
ket, the market is unfavorable to Americans
of low and modest means.® As such, housing
affordability issues continue to persist. In that
article, Nela Richardson, chief economist

at Redfin, notes that prices will continue

to increase “as long as there are one or two
buyers who can afford [a home]..., and those
buyers can be investors, then the sale will go
through[.]”

Decades of systemic racism (e.g., redlining,
lack of access to bank loans, etc.) have led to
lower property values, low homeownership
rates among Latinos when compared to
whites, and to the overall residential deterio-
ration of neighborhoods east of I-35. Today,

with cheaper housing stock attractive for

$0
Black

Latino White

Figure 1. Median Family Income in Austin
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real estate investors, it seems that these high
proportion black and Latino neighborhoods
will continue to be a target for real estate in-
vestment. We are interested in the prevalence
of investment properties in the Austin area,
where investors are located, and the impact
investment properties have on the Latino
community.

THE STUDY

Using data from the Travis County Central
Appraisal District, we reviewed the home-
stead exemption status of residential proper-

ties in Travis County. Texas law states that in

order for a residential property to claim the
homestead exemption, the property owner
must occupy it as their principal residence
and not claim a similar exemption within

or outside of the state of Texas.® Using the
exemption status of single-family residential
properties in Travis County, we identified the
mailing zip code of non-homestead exempt
properties to determine the location of the
potential investor. The assumption is that
single-family residential properties that are
not owner-occupied are owned by an investor.
'The investor’s residence is categorized as

the location where mail correspondence is
received. We define investors as owners who
are not using the property as their primary

Generations of families are affected by gentrification. Did Elazar and Lupe Tamayo,

residents of Montopolis, see it coming?

Bouguet toss at the San Jose Community Center in Montopolis. What community

spaces replace the ones lost?

residence. We do not distinguish between the
more specialized real estate investors such as
flippers and speculators.

We also examined ownership differences in
what is sometimes referred to in Austin as the
Latino crescent. The Latino crescent refers

to the shape of the population distribution

of Hispanics and Latinos in Austin. Due to
the historic restriction of the movement of
minorities to certain parts of the city greater
proportions of the Latino population are
geographically distributed in a crescent shape
along the eastern edge of Austin. While there
are no defined boundaries to the Latino cres-
cent, we identified all the neighborhoods with

FIERCELY JUST
AND AFFIRMATIVE

FUTURE
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Figure 2. Percentage of owner-occupied housing vs. Latino composition in Austin, Texas




at least a 50% Latino population in order to
capture the bulk of the area. We review the
Latino crescent because it has experienced
some of the greatest changes relative to the
rest of the city, including some of the greatest
increases in home sales prices.’® For example,
the East Cesar Chavez and East River-
side-Montopolis neighborhoods, both in the
Latino crescent, experienced a 99% and 104%
increase in median home sales price between
2010 and 2015, respectively. This increase is
far higher than that experienced in any other
neighborhood in Austin.

THE FINDINGS

About 55% of the residential properties in
Travis County are owner-occupied. West
Campus and North University (78705) have
the lowest percentage (15%) of owner-occu-
pied residences (Figure 2). Northwest Austin
(78750) has the highest percentage (85%) of
owner-occupied residences. The neighbor-
hood where the greatest share of investors

in Austin reside is West Lake Hills (78746).
For an interactive map showing investor zip
codes mapped to neighborhoods, visit goo.gl/
PwNjpy.

In comparison with Travis County, the Latino
crescent has a lower percentage of owner-oc-
cupied residential properties (45% on average,
ranging from 35-56% within neighborhoods).
Overall, owner-occupancy is on the lower half
of that distribution, indicating that residen-
tial homes in the Latino crescent are mostly
owned by investors. The greatest share of in-

W/ DiNing

00M

vestors who own property in the Latino cres-
cent come from northwest Austin (78750).
For one Latino crescent neighborhood, south
of McKinney Falls State Park (78747), the
greatest share of investors are from Newport

Beach, California.

“..residential homes
in the Latino crescent
are mostly owned

by investors.”

We next examine the assessed values of
residential properties. Assessed value is what
a central appraisal district will use to tax a
property. The method by which the assessed
value is determined is usually set by state
law. In Texas, the assessed value must, by law,
reflect the market value of a home, that is,
the price a home would sell for regularly on
the market. However, some people argue that
assessed values still tend to be lower than
market value.

Median assessed values are significantly lower
for neighborhoods with low owner-occupan-
cy rates compared to neighborhoods with
higher owner-occupancy rates. A disparity
between mean and median assessed values is
not uncommon when discussing home values,
but the interesting trend in Austin is that the
disparity decreases as the percentage of own-
er-occupied properties increases in a neigh-
borhood. This trend is apparent in the Latino
crescent, where we see lower assessed values

La Fiesta Mexican Food, 1962. How many Latinx businesses come and gone?

ONLY

45%

of residential
properties in
the Latino
crescent are
owner-
occupied

and a greater disparity between the mean and
median. Although a disparity between the
mean and median values are typical, a larger
disparity between the two suggests a greater
contrast between home values in the neigh-
borhood, and thus a greater level of economic

inequality.

DISCUSSION

'This brief began with the premise that in-
vestment purchases of single-family residen-
tial homes may contribute, in some part, to
housing affordability issues including rising
home prices. Although we do not assess the
statistical impact that investor-owned homes
have on housing prices, we do identify several
patterns.

First, about half of all residential properties in
Austin are owner-occupied and, contrary to
popular belief, the greatest share of inves-
tor-owners reside in West Austin.

Second, neighborhoods with greater propor-
tions of Latinos see lower owner-occupancy
rates and lower assessed values. This suggests
several things:

* Historical discrimination has made a
lasting impact by reducing homeown-
ership of Latinos due, in part, to such
factors as economic exclusion.

* Local investors are seeking out the
cheaper housing stock in the area to
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invest in, and this stock happens to be
largely in Latino communities.

* If neighborhoods with low owner-oc-
cupancy also experience lower assessed
values, it is quite possible that investors
are enjoying lower assessed property
tax bills.

* If greater proportions of owner-occu-
pancy in a neighborhood increases home
values, then increasing owner-occupied
housing in neighborhoods with a greater
proportion of Latinos will not only
increase housing stability due to home-
owners having less “turnover”, it can also
increase the wealth that Latinos accumu-
late from homeownership — assuming,
of course, that the owner-occupiers are
Latino. Homeownership can be a driving
force that stabilizes neighborhoods and
prevents neighborhood deterioration,
benefiting stakeholders across the board.

To be clear, this brief does not mean to sug-
gest that real estate investment is a negative
force overall. We note, rather, that when
combined with other factors such as a lack of
measures to protect vulnerable residents, high
housing demand, and stagnant incomes for
Latinos, real estate investment may exacer-
bate the affordable housing crisis in Austin.
First, monthly rents may increase to ensure
maximum profit and account for investment
expenses such as property management fees.
Second, the home is no longer homestead
eligible, which leaves the new investment
owner subject to unrestricted property tax
increases.!” Again, these increases in invest-
ment expenses, in the form of property tax
increases, are then passed onto the tenant in
the form of rent increases. Third, as housing

“Homeownership

can be a driving
force that stabilizes
neighborhoods and
prevents neighborhood
deterioration, benefiting
stakeholders across

the board.”

UAREZ LINCOLN UNIVERSITY

e

An IHOP now stands where Judrez Lincoln University, a Mexican-American

Institution of higher learning, once did.

demand continues to be high in Austin, more
affordable options, such as those in the Latino
crescent, are more attractive to investors, thus
leading to increased property values, increased
property taxes, and ultimately increases in
rent. These rising costs, coupled with Austin’s
already rising median gross rents and wages
that cannot keep up with housing costs, com-
bine to make a home that was once affordable
for Latinos and other lower-income residents
now unaffordable.*

STRATEGIES FOR
PRESERVING
AFFORDABILITY

Many efforts have been made by the City

of Austin to understand the extent to which
housing is increasingly becoming unaffordable
for minorities and other residents with low

to moderate family incomes, as well as the
policies which can stem the impact of rising
housing costs. The City of Austin may have
options when tackling the issue of residential
real estate investment purchases. For exam-
ple, other cities such as San Francisco and
Philadelphia have considered such tools as

an “anti-speculation tax” which discourages
investors from buying and rapidly selling
properties. Proponents of such laws argue
that when real estate investors target certain
communities, this investment abnormally
inflates market demand, which then forces
families and other homebuyers to compete by
paying higher prices. This investment makes it

more difficult for low- and moderate-income
families to buy or rent a home and, in many
cases, increases rents and evictions.’ Adop-
tion of such policies can reduce the displace-
ment of low-income households and increase
the inventory of affordable homes available to
buyers searching for a primary residence.

Although strategies for preserving afford-
ability are often centered around local efforts,
this is not to suggest that the burden of policy
adoption and enforcement lies solely with

the City. Much of the responsibility comes
from the state level, where local efforts to
address housing affordability are currently
outlawed.’®17 In 2015, the State of Texas
passed a law that forbids cities from requiring
landlords to accept federal housing vouchers.
This action not only disproportionately targets
people of color, but it reduces the amount

of quality housing available to low-income
renters. Additionally, as of 2016, Texas is the
only state in the U.S. to ban most forms of
inclusionary zoning. Inclusionary zoning is

a powerful tool in the housing affordability
fight as, at the very least, it encourages afford-
able housing in all new housing construction.
Finally, in 2017, the State of Texas passed

a law that forbids cities from requiring new
housing builders from paying a fee that will
go to support affordable housing options.

As Austin continues to grow, we believe that
it is in the best interests of the City to seek
opportunities aimed at helping low-income
and Latino households: 1) afford to pur-
chase homes in the Latino crescent, and 2)
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stabilize housing for low-income and Latino
households through subsidies such as rental
subsidies, incentives for landlords to accept
housing choice vouchers, and new affordable
rental housing construction.

While we may not expect to see state-level
support for affordable housing initiatives

any time soon, Austin does not have to go

at it alone in the housing affordability fight.
Texans all across the state have experienced
rising housing costs. Dallas, Houston, and
San Antonio, along with Austin, have all ac-
knowledged housing issues and have adopted
policies to address affordability.

SUMMARY

‘This brief demonstrates that there is in fact

a relationship between investor purchases
and lack of affordable housing in the Latino
crescent of Austin. As Austin’s population
continues to grow, we can expect to see great-
er investor interest in more affordable neigh-
borhoods like those in the Latino crescent.
Increasing the number of affordable housing
units will not only protect the City’s most
vulnerable residents, but will also translate to
greater cultural diversity by giving households

SPECIAL THANKS TO OUR COLLEAGUES AT THE NATIONAL ASSOCIATION FOR

Austin has the opportunity to lead and collaborate
with other major cities across 1exas to develop
pilot programs aimed at addressing housing

aﬁordabilz’ty issues.”

with lower median incomes the opportunity
to reside in neighborhoods and communities
largely considered out of reach. Accordingly,
we call on the City of Austin to implement
strategies to maintain affordability and cultur-
al diversity in our neighborhoods.

Although affordability is a statewide issue,
Austin may not have to rely on the support
of state representatives when it comes to
addressing this issue. Right now, Austin has
the opportunity to lead and collaborate with
other major cities across Texas to develop
pilot programs aimed at addressing housing
affordability issues. Such a proactive response
is necessary when the needed state legisla-
tion is unlikely to pass. Without a proactive
response, the rapid increase in housing costs
that Austin residents are experiencing may be
felt throughout the state, negatively affecting
the lives of millions of Texans. @

COPYRIGHT 2019 BY LATINO STUDIES

LATINO COMMUNITY ASSET BUILDERS (NALCAB) FOR THEIR FEEDBACK ON THIS BRIEF.
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GETINVOLVED!

Want to do something but don’t know how? Reach out to these local organizations that have spent
decades on the front lines of this community fight to increase affordable housing and decrease the
displacement of low-income households in Austin.

PEOPLE ORGANIZED
IN THE DEFENSE

OF EARTH AND HER
RESOURCES (PODER)

GUADALUPE NATIONAL

COMMUNITY ASSOCIATION FOR

DEVELOPMENT THE ADVANCEMENT

CORPORATION (GNDC) OF COLORED PEOPLE
(NAACP)

www.naacpaustin.com

LEAGUE OF UNITED
LATIN AMERICAN
CITIZENS (LULAC)

www.guadalupendc.org

LA RAZA ROUNDTABLE

www.poder-texas.org

www.texaslulacdistrict12.org

@larazaroundtableaustin

CONTACT US

Your voice is a tool for change. By providing feedback, you can

inform our work and help us serve our community better. Feel y n

free to email us at Iri@austin.utexas.edu. We look forward to
hearing from you! @LatinoStudiesUT



www.poder-texas.org
www.guadalupendc.org
www.facebook.com/larazaroundtableaustin
www.naacpaustin.com
www.texaslulacdistrict12.org
www.twitter.com/latinostudiesUT
www.instagram.com/latinostudiesUT
www.facebook.com/latinostudiesUT
www.poder-texas.org
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Today

Introduction - Austin’s i-team
Our central question on displacement
I-team line of inquiry -
a. Magnitude of problem
b. Lived experience
c. Dynamics
d. Tools available
What'’s next?



Austin i-team:

Catalyzing approaches to turn our social safety net
into a trampoline

Homelessness Displacement

? People are deterioratingina Despite barriers, people /g

complex system. areresilient.









Austin - Travis County entities implicated in
displacement mitigation recommendations

Affordable Central Texas

AISD

CapMetro

Housing Authority City of Austin
Equal Employment & Fair Housing
State Legislature

Travis County

Travis County Appraisal District
Travis County Tax Appraiser
Travis County Tax Assessor
Texas Department of Housing and
Community Affairs (TDHCA)
Private Sector

Community

The market

Austin Energy

Austin Housing Finance Corporation
Austin Public Health

Austin Transportation Department
Austin Water Utility

City Council

Code Department

Corridor Planning Office

CPIO

Development Services Department
Economic Development Department
Equity Office

Finance Department
Intergovernmental Affairs
Intergovernmental Relations

Law Department

Legal

NHCD

Office of Real Estate Services

Parks & Recreation Department

Planning & Zoning

Public Works

Real Estate Services

Sustainability Office

Telecommunications & Regulatory Affairs
Watershed Protection



Blueprint / Mitigation Strategy

ACTION 7: ENGAGE DIRECTLY WITH

B COMMUNITIES VULNERABLE TO
DISPLACEMENT MITIGATION DISPLACEMENT AND CONNECT THEM
SIRATEGY WITH SERVICES

AUSTIN
STRATEGIC Innovation Office’s iTeam will prototype a
HOUSING BLUEPRIN neighborhood- based process to facilitate

and connect:

e People of color to easily- accessible
database of affordable units

e Households in need to opportunities
to reduce utility costs

e Seniors in need to service providers
that address displacement

e Eligible homeowners with property
tax exemptions

e Tenants facing displacement with
assistance programs



Level of difficulty - tools unavailable in Texas

Rent control

Inclusionary zoning

Protection from discrimination based upon source of income, use of vouchers
Affordable housing linkage fees

Tenant right-to-purchase program

Flat dollar homestead property tax exemption for low-value properties



Therefore, our lines of inquiry

a b~ w0 DN

Fine-tune the problem definition.

What is the magnitude of the problem? Find the data sources.
What are people experiencing? Conduct lived experience research.
What are the dynamics? Synthesize the factors

What tools do we have? Evidence-based action.



Definition & magnitude of the
problem




Displacement

Moving from your home when you do not want to.

Displacement derives from gentrification when
vulnerable residents in a historically underinvested
in neighborhood face rising costs, while newer
more affluent residents move in.



Magnitude of need - Vulnerable to Displacement

165,848 67,048

Renters Owners

232,896

Total



If basic needs were met, displacement would lessen

. | UT Uprooted:
HUD Poverty S75|k (803 MF1)
Homelessness Line . c\i/|us nlzra rr? t:t >100% MFI
Definition $25,750 for | placeme 100% MF

| a family of ALICE: i ) f

| Central Health A | : : $95,900 for

| Homelessness . S65kfora | a family of

Definition family of 4 4

Survival

Homelessness Services Housing Trust Fund Displacement Mitigation

| Traazl_(llsfg’:;lSAoiiS:?:r(\:/?ces City Fundgd Affordable Housing Unit
AE Utility Assistance
' Non City Assistance ' '

City Funded Affordable Housing Units



What are people experiencing?




Displacement Research

NEW YORK TIMES BESTSELLER

BV 1 C L

POVERTY AND PROFIT IN
THE AMERICAN CITY

MATTHEW DESMOND

Foreclosure or
Informal condemned

Evictions 28%

48%

Formal
Evictions
24%




Renter’s lived experience of displacement

Trigger

A transformative life event

Unplanned pregnancy
including reported rape

Divorce

Medical illness
cancer, immune disorder, work injury

N #

=  _X

Shock

Sudden change from outside influence

Sudden and arbitrary
increase in rent with no
notice

Unclear lease terms

Lease cancellations

Squeeze
Predatory and abusive practices

Constantly changing, violated, or
unclear lease terms

Restrictive “house rules”

Frequent change in
management, ownership



Triggers

A transformative life event

Trampoline, not safety net

e Transit, utility, rental
assistance
Free, low-cost
daycare
Longer shelter stays
for pregnant women
Paid maternity leave
Stronger community
support

Shocks N~

Sudden change from outside
influence

Ability to contest unfair
rental policies and rules
with legal aid support

Increase notice periods for
rent increases

Transparent scale for
income-based rent
calculations

Squeeze t.l-.

Predatory and abusive practices

Review of apartment “house
rules” to monitor for unfair
or predatory practices

Spaces to report violations
without fear with legal aid
support to contest unfair
practices




What are the dynamics?




Micro, Mezzo, Macro

Community & Proximate
Institutions (Churches,
Schools, City, etc.)

Macro:
Broader System (City,
State, Federal, etc.)

Dynamic: pressure, breakdown
Dynamic: Attrition over time

Individuals &
Families

Dynamic: upheaval



Cascading effect - macro level

Divestment/Underinvestment

Speculation

Predatory Pressure

Gentrification

Displacement




What tools are available?




“(Services) most likely to
keep you at your address...
my prediction is rent,
utility and transportation.”

Jane Prince MacLean - LCSW - Oak Hill Travis County Community Center Administrator



Zone of control, influence, concern

Zone of Control:
e Speculation

Zone of concern

Zone of Influence:
e Trusted spaces
e Childcare
e Turnover of property managers
e Predatory property management
practices

Zone of influence

Zone of
Control

Zone of concern:
e Priceincreases
e Shelter
e “House rules”



What can we do?

1. Beresponsive:
a. Actively listen to community
b. Housing Trust Fund-displacement
mitigation carve out

2. Stabilize:
a. re-focus with data
b. evidence-based contracting
c. Humanizing assistance programs

3. Transform: take a long-now

approach
a. CDC capacity-building 3. Transform
b. Social impact accelerator 2. Stabilize
c. Neighborhood-led mini grant 1. Be responsive

programs



What's next in our focus?

e UT Gentrification Study: Analyze rent vs owner experience

e Metrics: How to measure informal evictions & forced moves

e Mezzo Realm: Focus zone of inquiry

e Mini-grants: Co-create solutions with community

e Neighborhood Stabilization Tool: Help City understand programs
and need by neighborhood



An Austin with low displacement is a place where

people have the ability to stay, leave, or return to their
neighborhood as they choose,

because they have:

e no disadvantages produced by historical racial inequity &
segregation

e agency and capacity to architect changes in their
neighborhood

e financial resilience and economic opportunity

e enough housing stock options for all levels of income



Questions?




Thank you!

Contact Information:
kerry.oconnor@austintexas.qov;
alba.donajhi@austintexas.gov
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