
 
 



 
                                    Michigan State Housing Development Authority  

Category: Homeownership, Rental Housing and Special Needs Housing 
Subcategory: Encouraging New Production 

Entry Name: Hamtramck NSP Program 
 

Description of Program:  
 
The City of Hamtramck and the Michigan Land Bank Fast Track Authority were a part of the State of Michigan 
Consortium and, as grantees, were awarded a total of $14,492,945 in NSP2 funding. Working together in 
partnership, the two entities developed 52 housing units, demolished 56 units (including 4 deconstructed units) 
and land banked a total of 24 lots. In the course of building the new and rehabbed units, the project funds were 
targeted to fulfill the requirements of an historic federal housing discrimination court case, “Garrett vs. the 
City of Hamtramck” and in so doing lifted the ban of private housing development that had existed in the city 
for over 40 years. In addition to opening the community to new housing development, an innovative program 
was developed that can serve as a model for other communities.  

 
History:  
 
As a result of a federal civil rights case (Garrett vs. the City of Hamtramck), the City of Hamtramck was 
obligated to provide replacement housing for the plaintiffs (“the plaintiff class”) pursuant to the Federal Court 
Order. With the use of NSP2 funds and the help of its partners, the city has been able to satisfy their remaining 
obligation in a way that will have substantial and long lasting positive impact on the community. Their result 
can be a model for the implementation of affordable housing developments in other communities.  

 
Partners:  
 
By working with the Michigan Land Bank Fast Track Authority to acquire properties quickly the City of 
Hamtramck and its consultant (Capital Access) were able to transfer properties easily to the designated 
developers.  This assistance was critical to meeting rigorous NSP2 timelines. MSHDA and Huntington Bank 
then teamed up to develop a new banking product in the form of a specialized escrow account that worked with 
the subsided mortgage and note from MSHDA (made possible with NSP2 funding). A local nonprofit 
organization, People’s Community Services (PCS), will provide ongoing financial education and supportive 
services to the plaintiff buyers under a special city fund set up for the plaintiff group.  

 
Key Elements:  
 
A. Satisfying the city’s obligations to the plaintiff class 
B. Houses to be sold for a nominal cost but homeowners still have an economic stake in the house 

(through the note and mortgage) and are responsible for payment of all bills including monthly 
deposits into escrow accounts described below. The principal is subsidized with NSP2 funding. 

C. Income restrictions: Family income must be high enough to evidence ability to pay bills, but income 
must not be higher than affordability standards permit. Property is subject to 15-year affordability 
restriction.  Prospective purchasers are screened to be sure that their income fits within the limits. 

D. Responsibility: Purchasers are given training on the responsibilities of homeownership and on 
financial planning and budgeting . 

E. Escrow Accounts: 
 

1. To assist homeowners with budgeting for future bills, two escrow accounts are established with 
Huntington Bank. The first account will fund the anticipated property taxes, property insurance 
premiums and water bills (lienable on the property) for the coming year.  The second escrow 
account (“Repair and Replacement Escrow”) will provide a fund out of which the cost of 
substantial repairs and replacements can be funded.  The homeowner will make monthly 
deposits into each account.  The deposits into the second account will be based on a formula 
($25/month for 2 years, and $50 per month thereafter, with a cap of $5,000).  Withdrawals from 
the second account will be administered by People’s Community Services (PCS) for 2 years, 



after which MSHDA will administer.  PCS will also provide additional supportive services to the 
new homebuyers.  This second account is a special purpose savings account.  After 15 years, 
the balance in this account belongs to the homeowner without any further limitation on its use.  

2. Escrow Fund Sharing: The Bank suggested a creative way of handling excess funds or 
shortfalls between the two accounts.  If one account is short, then the necessary funds will be 
transferred out of any surplus amount in the other account.  

3. Guidelines for Eligible Withdrawals: The program imposes a system of guidelines that are 
adopted to simplify the process of determining whether a particular expense can be withdrawn 
from the Repair and Replacement Escrow.  

 
F. Maintaining necessary restrictions on homeowners-Payments, Maintenance; Income Restrictions. 

1. Note: Homeowner will sign a note with Principal equal to approximately the appraised value of 
the home plus closing costs. This note will be interest free and it will be self-amortizing. In the 
absence of a default, no principal payments are required.  The principal balance is reduced by 
1/15 per year over the course of 15 years.  Key elements of this structure: Form of reward to 
homeowner for staying in the house.  Building up equity, despite paying no payment or interest.  
Having a true stake in the property, much different mindset than renting. Making 
homeownership affordable for low- to medium-income buyers. 

2. At the end of 15 years, the note will be paid off and the homeowner will then own the property 
debt-free and will have up to $5,000 in savings. They will have truly made the transition from a 
renter to a homeowner. 

3. Mortgage: Homeowner will give Mortgage to secure note.  Mortgage will also secure 
homeowner’s obligation to pay taxes, keep property insured, pay water bills and maintain the 
property.  Mortgage and Note designed to prohibit transfers unless MSHDA consents.  If 
MSHDA does consent, then new buyer has to satisfy income limits (floor and cap) test.  These 
houses are funded by federal NSP2 program dollars and must satisfy affordability standards for 
15 years. 

 
Lessons for Future Projects: 
 

1. Project requires partners with a common vision/shared purpose.  This matches with the four pillars in 
the MSHDA Mission statement and the Purpose statement of the Southeast Michigan Division (SEMD) 
including: 
a. Creating building blocks for community investment and growth 
b. Creating a substantial, positive lasting impact (Appraisals on the new construction units have 

already risen substantially with an average 20 percent increase to date). 
c. Long-term support of community. 

2. Public funding at a substantial level is essential to assist these homebuyers who would not income 
qualify for private mortgage financing. 

3. Collaborative support and creative solutions integral to the ongoing process. 
4. Along with funding and partners, a program structure has to be created that responds to actual local 

needs and has the greatest positive impact for the community. The placement of the new and rehabbed 
housing was targeted to make a visible difference in this community of two square miles.  It has already 
sparked interest in the city for new housing with a waiting list at the city of over 300 interested buyers.  
Because of the 40-year lawsuit, there is a pent up demand for new housing for a growing immigrant 
community interested in homeownership. 

5. A flexible banking partner was crucial for the implementation of the plan to provide the opportunity of 
homeownership to this special class of buyers. Huntington Bank welcomed the opportunity as a way to 
give back to the community and was willing to play a key supportive role. 

6. Documentation of the entire purchasing process was critical. Those documents included: interim 
purchase agreement, the purchase agreement with a specialized NSP2 addendum, the note, the 
mortgage and the escrow agreement. Such documentation was prepared primarily by MSHDA legal 
staff with strong support from the City’s attorney.  The plaintiff’s counsel, the bank’s staff, and the city’s 
consultant, Capital Access, all provided assistance in producing the final documents. 

7. Educating the homeowners is critical. First-time homeowners require a set amount of intensive training. 
The initial training is a precondition to purchase a home. In addition, this program built in a two-year 



ongoing support organization to provide assistance with maintenance of the home and financial 
counseling. 

 
Summary:  
 
Michigan communities and their citizens like those in many states have been hard hit by the economic 
recession. As the economy slowly improves and with the use of federal funds, the city of Hamtramck with the 
help of MSHDA and its partners was able to create an innovative  pathway to homeownership for a group of 
low- to moderate-income buyers who would not otherwise have been able to qualify for conventional bank 
financing. This model has now been adopted by Wayne County in Michigan using HOME funds to develop 
additional housing in Hamtramck. As we emerge from the foreclosure crisis, this model could provide another 
path to rebuilding a new pool of qualified homeowners. 
 
In addition, in the course of building the new and rehabbed units, the project funds were targeted to fulfill the 
requirements of an historic federal housing discrimination court case, “Garrett vs. the City of Hamtramck” 
and in so doing lifted the ban of private housing development that had existed in the city for over 40 years. In 
addition to opening the community to new housing development, an innovative program was developed that 
can serve as a model for other communities. 
 
MSHDA responded to a distinct need for affordable housing in Hamtramck, Michigan and demonstrated 
measurable benefits by developing 52 housing units, demolishing 56 units (including 4 deconstructed units) 
and land banking a total of 24 lots. This project also provided benefits that far outweigh costs as federal funds 
were used, reflecting an extremely effective use of resources. 
 
 
See visual Aids Attached Below: 
 
Link to video of Judge Damon Keith speech who was the judge involved in the unprecedented Hamtramck 40-
year old discrimination case:  http://www.youtube.com/watch?v=x2m-JtWhG-c   
 
Developer Brochures 
 
Photos of homes and condo units 
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