
FOR THE COUNCIL MEETING OF OCTOBER 5, 2010 

COUNCIL AGENDA REPORT 

October 5,2010 

TO: City Council 

FROM: City Manager 
Prepared By: Director of Administrative Services 

SUBJECT: STATUS REPORT ON NEIGHBORHOOD STABILIZATION PROGRAM 
(NSP) GRANT AND AUTHORIZATION TO TRANSFER THREE 
PROPERTIES 

RECOMMENDATION: 

That the City Council receive a status report on the Neighborhood Stabilization Program 
(NSP) grant and adopt a resolution authorizing the transfer of three properties acquired 
with NSP grant funds to three non-profit agencies and authorizing the City Manager and 
any designee(s) to execute the necessary documents for the transfer of the properties. 

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 program is administered by the U. S. Department of Housing and Urban 
Development (HUD) at the Federal level and the Department of Housing and 
Community Development (HCD) at the State level. The NSP targets those areas 
experiencing particularly high foreclosure and property abandonment problems. 
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, as the result of the State 
changing their methodology for calculating the allocations, the City became eligible as a 
direct grantee to the State for $1,258,602. Some eligible uses of the NSP grant funding 
include: the acquisition, rehabilitation and disposition of foreclosed properties; land 
banking; demolition of blighted, dilapidated structures; redevelopment of demolished or 
vacant properties; and, financing mechanisms, such as down payment assistance and 
soft seconds. 

DISCUSSION: 

In June 2009, the City Council conducted a public hearing and authorized staff to submit 
a NSP grant application to the State. Staff submitted the grant application on June 15, 
2009, and in late August 2009 the State notified the City that its application had been 
approved for grant funding in the amount of $1,258,602. However, the State did not 
issue the grant agreement until November 16, 2009, with special conditions that needed 



to be complied with before the agreement could be fully executed on December 30, 
2009. The approval was conditioned on compliance with the requirements of all 
applicable statutes, regulations, and guidelines of the NSP. Some of the key 
requirements that must be adhered to include: 

• Affordability covenants for a minimum term of 15 years must be recorded on 
each NSP property restricting it to rental or sale to low or middle income 
households; 

• All acquisitions must be voluntary with no threat of eminent domain; 

• NSP funds can be used only for foreclosed, existing residential properties located 
within those target areas designated in the City's initial application; 

• The City can assist only those properties that are unoccupied and must avoid 
displacement of occupants; 

• Properties receiving NSP assistance must be acquired at a discount of at least 
one percent below market value (this is a revision to the initial HUD regulation 
that required a discount of 15 percent below market value); 

• Market value of properties must be determined by a certified appraiser in 
conformance with Federal appraisal requirements; and 

• Acquisition, Rehabilitation and Disposition Program Guidelines, Homebuyer 
Assistance Program Guidelines and a Program Income Reuse Plan must be 
adopted and followed (these were approved by the City Council on December 1, 
2009); 

• 100 percent of NSP funds must be obligated by June 30, 2010; and 

• All NSP funds must be fully expended by September 30, 2011. 

As previously indicated, staff had serious concerns about implementing the grant due to 
the program's complex regulations and criteria. One of the biggest challenges was 
finding eligible, appropriate properties within the designated target areas. The target 
areas were originally formed based on 2008 foreclosure data provided by HUD. Staff 
found very little inventory within those areas. There were approximately 20 foreclosed 
properties listed on the market in the Santa Maria area at any given time with only 5-6 
properties within the target areas. The limited inventory was due in part to Federal 
regulators restricting lenders as to the number of foreclosed properties that could be 
listed on the market. 

Another concern was meeting the milestone of obligating 100 percent of the funds by 
June 30, 2010. There were varying definitions and interpretations of the obligation 
criteria coming from the State HCD staff. In early May, staff received technical 



assistance from a HUD consultant who clarified the regulations. Contrary to previous 
guidance, entering into a subrecipient agreement with a non-profit agency did not 
constitute the obligation of funds. In order to "obligate" NSP funding for rehabilitation of 
the NSP property, the property purchase had to be completed with the escrow closed, a 
rehabilitation work writeup and detailed cost estimate prepared, and an agreement 
executed with the subrecipient non-profit agency prior to the June 30th deadline. 
Working with the City's Code Compliance Division and several local real estate agents, 
staff was able to locate and purchase three properties. Also, agreements were 
negotiated with three subrecipient non-profit agencies: Good Samaritan Shelter, Inc., 
Peoples' Self-Help Housing Corporation, and Habitat for Humanity Northern Santa 
Barbara County. The property details are as follows: 

Property 1 
Location: 614 South Pine Street (Duplex) 
Subrecipient Agency: Good Samaritan Shelter, Inc. 
Use: Two 3-bedroom units for rental to low income households 
Purchase Price: $267,201 
Rehabilitation Costs: $78,612 
Status: Property purchasedlescrow closed 6/30/10; obtaining bids for rehabilitation 
work. 

Property 2 
Location: 607 West Cook Street (Triplex) 
Subrecipient Agency: Peoples' Self-Help Housing Corporation 
Use: Three 2-bedroom units for rental to low income households 
Purchase Price: $316,701 
Rehabilitation Costs: $165,790 
Status: Property purchasedlescrow closed 7/1/10; obtaining bids for rehabilitation work. 

Property 3 
Location: 819 Sombrero Way (Single-Family) 
Subrecipient Agency: Habitat for Humanity Northern Santa Barbara County 
Use: Single-family home for resale to low income household 
Purchase Price: $173,250 
Status: Offer accepted 7/1/10; property purchasedlescrow closed 8/9/10; work writeupl 
cost estimate for rehabilitation work in process; CDBG funding under the City's 
Residential Rehabilitation Loan Program will be provided for rehabilitation. 

Even though one property did not close escrow until July 1 st, the State approved the 
City's obligation of $1,193,794 (95 percent) of its grant as of June 30, 2010. The State 
disencumbered the unobligated balance of $64,808. Staff requests final authorization 
from the City Council to transfer the three properties to the subrecipient non-profit 
agencies. 

Fiscal Considerations: 
The proposed action will have a positive fiscal impact in expediting the expenditure of 



$1,193,794 in NSP funds. These funds include $62,930 for administrative costs that will 
help defray General Fund operating costs of the Special Projects Division. In addition, 
$129,310 has been obligated for activity delivery costs. Matching funds are not 
required. 

Impact to the Community: 
The proposed action will have a positive impact on the community by rehabilitating 
foreclosed, blighted properties, correcting code violations and revitalizing the 
surrounding neighborhoods. Also, the proposed action will provide six additional 
affordable housing units for low income households. Affordability will be guaranteed for 
at least 15 years. 
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Community Programs Manager 
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Director of Administrative Services 


