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FOR THE COUNCIL MEETING OF JUNE 2, 2009 

COUNCIL AGENDA REPORT 

June 2, 2009 

TO: City Council 

FROM: City Manager 
Prepared By: Director of Administrative Services 

SUBJECT: A PUBLIC HEARING TO RECEIVE PUBLIC COMMENTS AND 
CONSIDER THE SUBMITTAL OF AN APPLICATION TO THE STATE 
OF CALIFORNIA FOR FEDERAL FUNDING IN THE AMOUNT OF 
$1,258,602 UNDER THE NEIGHBORHOOD STABILIZATION 
PROGRAM (NSP) AUTHORIZED BY THE HOUSING AND ECONOMIC 
RECOVERY ACT (HERA) OF 2008 

RECOMMENDATION: 

That the City Council conduct a public hearing to receive public comments and consider 
the submittal of an application to the State of California for Federal funding in the 
amount of $1,258,602 under the Neighborhood Stabilization Program (NSP) authorized 
by the Housing and Economic Recovery Act (HERA) of 2008 and at the close of the 
hearing, adopt a resolution approving the submittal of the application. 

BACKGROUND: 

The Neighborhood Stabilization Program (NSP) was authorized under the Housing and 
Economic Recovery Act (HERA) of 2008 that was approved by Congress in July, 2008. 
This legislation appropriated $3.92 billion for distribution to every State and certain local 
jurisdictions experiencing particularly high foreclosure and property abandonment 
problems. Of the total program funding, the U. S. Department of Housing and Urban 
Development (HUD) allocated $384 million as direct allocations to 46 jurisdictions in 
California and $145 million to the State of California for statewide local distribution. 
Initially, the City of Santa Maria did not qualify as a direct grantee to HUD or as a direct 
grantee to the State for a portion of their funding. However, earlier this year the State 
changed their methodology for calculating the allocations and the City became eligible 
as a direct grantee to the State for $1,258,602. The County and Lompoc will no longer 
qualify for funding as entitlement grantees. 

The following criteria and requirements have been established for use of the NSP 
funding: 

1. Funding must be targeted to areas with the greatest need, including those with 
the greatest percentage of home foreclosures, the highest percentage of homes 

6 



.... _--_ .... _------------

financed by sub-prime loans, and areas identified as likely to face a significant • 
rise in the rate of home foreclosures; 

2. Properties eligible for purchase must be foreclosed properties that have been 
vacant for at least 90 days and no mortgage or tax payments made for at least 
90 days; 

3. Properties eligible for purchase must be discounted at 15 percent below market 
value; 

4. Long-term affordability and resale restrictions must be enforced by the local 
jurisdiction for both renter and owner-occupied units; 

5. An eligible property must be priced equal to, or less than, the cost to acquire and 
rehabilitate the property; and 

6. Funding must benefit low, moderate and middle income households whose 
incomes do not exceed 120 percent of the area's median income. 

DISCUSSION: 

On April 30, 2009, the State issued the Notice of Funding Availability (NOFA) and 
application guidelines for the NSP. The guidelines include an accelerated timeline for • 
the development and submission of a grant application. The application must be 
submitted to the State by the due date of June 15, 2009. Prior to submittal of the grant 
application, the City must conduct two public hearings, one during the program design 
phase and one prior to the application submittal. The Block Grants Advisory Committee 
conducted the first public hearing on Monday, May 11, 2009. No comments were 
received from the public at that time. The final public hearing is scheduled this evening 
before the City Council, at which time Council will consider approving submittal of the 
application to the State. 

Staff is finalizing the grant application at this time. The following activities are eligible 
for inclusion in the application: 

• Purchase and/or rehabilitation of homes and residential properties that have 
been abandoned or foreclosed upon, in order to sell, rent, or redevelop such 
homes and properties; 

• Land banking, including acquisition and disposition; 
• Demolition of blighted, dilapidated structures; 
• Redevelopment of demolished or vacant properties, including relocation, new 

housing construction, direct homeownership assistance, public facilities and 
improvements; and 

• Financing mechanisms, such as soft seconds, loan loss reserves, shared-equity 
loans, down payment assistance, and mortgage write-downs. 
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As part of the application, the City must identify any potential collaborative partners or 
subgrantees that may be involved in the implementation of NSP activities. Staff is 
conferring with the following potential partners or subgrantees at this time: 

• Cabrillo Economic Development Corporation 
• Good Samaritan Shelter, Inc. 
• Habitat for Humanity, Northern Santa Barbara County Inc. 
• Housing Authority of the County of Santa Barbara 
• Housing Trust Fund of Santa Barbara County 
• Peoples' Self-Help Housing Corporation 

Based on discussions with potential partners, review of current market conditions and 
analysis of program constraints, staff recommends that the application focus on the 
following proposed activities: 

• Purchase and/or rehabilitation of homes and residential properties that have 
been abandoned or foreclosed upon, in order to sell, rent, or redevelop such 
homes and properties with a proposed funding amount of $717,403 which 
represents 60 percent of program funds; 

• Financing mechanisms, such as soft seconds, loan loss reserves, shared-equity 
loans, down payment assistance, and mortgage write-downs with a proposed 
funding amount of $478,269 which represents 40 percent of program funds; and 

• General Administration with a proposed funding amount of $62,930 which is five 
percent of the total grant amount. 

A staff recommendation will be presented to the City Council at a later tirne for 
consideration of contract awards to participating subgrantees and any specific activities 
that will require approval, such as acquisition of property. 

An attached map and spreadsheet (Attachment A) identifies the number of foreclosures 
and mortgages in each census tract. Based on information obtained from HUD, Census 
Tracts 2205, 2209, 2402, 2403, and 2404 have the highest percentage of foreclosures 
of the number of mortgages within the respective census tract. Also, Census Tracts 
2303 and 2007 have the greatest number of foreclosures in the City. These two areas 
represent 1,633 or 59 percent of the total number of foreclosures and 21,424 or 63 
percent of the total number of mortgages in the City. It can be concluded that those 
areas with an exorbitant number of mortgages were homes financed by sub-prime loans 
with multiple mortgages on each property. Citywide the percentage of mortgages in 
foreclosure is an average of eight percent. As part of the application, the areas of 
greatest need will be identified. Special focus will be placed on low and moderate 
income neighborhoods experiencing blight and instability. 

75 percent of NSP funding must be obligated by December 31, 2009, and 100 percent 
of NSP funding must be obligated by March 31, 2010. By State definition, funds are 
considered to be obligated for an activity when orders are placed, contracts are 
awarded, services are received, and similar transactions have occurred that require 
payment. All NSP funds must be fully expended by September 30, 2011. Funds not 
expended by that date will be disencumbered and returned to the State. 



Staff has serious concerns about the City's ability to comply with the program's • 
complex regulations and implementation criteria as well as sUbstantial oversight 
and reporting requirements. Should the City be successful in receiving NSP funding, 
the greatest challenge in implementing projects or activities will be to identify suitable 
foreclosed or abandoned properties that have been vacant for at least 90 days and 
purchase those properties at a price that is discounted 15 percent below the market 
value. This is likely to be problematic, as currently in the Santa Maria area foreclosed 
residential properties are receiving multiple bids that are higher than the listed price. 
Also, of concem are long-term affordability provisions and resale restrictions that must 
be enforced for both renter and owner-occupied units. Income certifications and 
occupancy status must be reported to the State at least annually. Federal and State 
environmental review, labor standards and prevailing wage requirements will apply to 
the program. 

Fiscal Considerations: 
The proposed action will have a positive fiscal impact by accessing a new revenue 
source that, if granted, will provide $1,258,602 in Federal funds as a one-time grant. 
The City may use five percent or $62,930 of the funding for administrative costs that will 
help defray General Fund operating costs of the Special Projects Division during Fiscal 
Years 2009-10 and 2010-11. Matching funds will not be required. 

Impact to the Community: 
The proposed action will have a positive impact on the community by revitalizing those • 
neighborhoods experiencing instability, blight, vandalism, code violations, and declining 
property values due to high percentages of foreclosed and abandoned properties. Also, 
the proposed action will address affordable housing issues facing the community by 
preserving and expanding affordable housing for low, moderate and middle income 
households. 

~~~ 
CELESTE COELHO-HUDSON 
Community Pro s Manager 

9;~ 
LYNDA SNODGRASS 
Director of Administrative Services 

ATTACHMENTS 
Attachment A - Map & Spreadsheet of Foreclosures 
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Census 
Tract 

2306 
2305 
2209 
2210 
2303 
2205 
2304 
2206 
2403 
2101 
2404 
2102 
2103 
2402 
2007 
2011 
2211 

TOTAL 

City of Santa Maria 
Foreclosures by Census Tract 

Number of Number of Foreclosure 
Foreclosures Mortgages Percentage 

173 2030 9% 
100 1104 9% 
79 774 10% 

102 1271 8% 
1005 11258 9% 

57 598 10% 
51 646 8% 
50 592 8% 
24 220 11% 
45 512 9% 
32 308 10% 
39 453 9% 
39 478 8% 

217 1886 12% 
628 10166 6% 

75 989 8% 
68 854 8% 

2784 34139 8% 

Data Source: U.S. Department of Housing & Urban 
Development 10/2008 
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RESOLUTION NO. 2009·79 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
SANTA MARIA, CALIFORNIA, APPROVING AN 
APPLICATION FOR FUNDING AND THE EXECUTION OF 
A GRANT AGREEMENT AND ANY AMENDMENTS 
THERETO FROM THE STATE OF CALIFORNIA 
NEIGHBORHOOD STABILIZATION PROGRAM (NSP) 

WHEREAS, the City Council hereby approves the submittal of an application 
(and its contents) for up to $1.258.602 for the following activities in the Areas of 
Greatest Need: 

• Purchase and/or rehabilitation of homes and residential properties that have 
been abandoned or foreclosed upon, in order to sell, rent, or redevelop such 
homes and properties with a proposed funding amount of $717,403; 

• Financing mechanisms, such as soft seconds, loan loss reserves, shared-equity 
loans, down payment assistance, and mortgage write-downs with a proposed 
funding amount of $478,269; and 

• General Administration with a proposed funding amount of $62,930. 

WHEREAS, the City of Santa Maria has determined the Areas of Greatest Need 
as Census Tracts 2205, 2209, 2402, 2403, 2404, 2303 and 2007; and 

WHEREAS, if any additional NSP funding becomes available at a later date, the 
City of Santa Maria is authorized to apply for, and/or accept funding up to $1.3 million. 
Any additional NSP funding will be used in accordance with funding requirements 
established by the State of California Neighborhood Stabilization Program; and 

WHEREAS, the City of Santa Maria has determined that Federal citizen 
participation requirements were met during the development of this application; and 

NOW, THEREFORE, IT IS HEREBY RESOLVED by the City Council of the City 
of Santa Maria, California, that the City Manager and any designee(s) is/are hereby 
authOrized to execute the necessary documents on the City's behalf in all matters 
pertaining to this application; and if the application is approved, the City Manager and 
any designee(s) is/are hereby authorized to enter into and sign the grant agreement, 
and any subsequent amendments thereto, with the State of California for the purpose of 
this grant; and if the application is approved, the City Manager and any designee(s) 
is/are hereby authorized to sign Funds Requests and other required reporting forms. 
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PASSED AND ADOPTED at a regular meeting of the City Council of the City of 
Santa Maria held this 2nd day of June, 2009, • 

Mayor 

ATTEST: CONTENTS 

Chief Deputy City Clerk 

By __ ~~~~~~~ ____ _ 
~mentHead 

By ___ -tXI~/+_._£_ / __________ _ -CUa;e;-

APPROVED AS TO FORM: 

BY~ Dtey 
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