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TO Mayor and City Council

FROM Redevelopment Director

SUBJECT Authorization to Submit an Application for Neighborhood Stabilization Program
Funding and to Implement the Program when Funds are Received

RECOMMENDATION

That Council conducts apublic hearing to solicit comments regarding the proposed use of and

application for a funding allocation of Neighborhood and Stabilization Program in the amount of

1554489 and following the public hearing adopts the attached resolution authorizing staff to

submit the funding application and implement the program when funds are received

BACKGROUND

On July 30 2008 the Federal Government enacted the Housing and Economic Recovery Act of
2008 the Act Title III of the Act authorizes the establishment ofthe Neighborhood and

Stabilization Program NSP to provide emergency assistance to state and local governments to

acquire and redevelop foreclosed properties that might otherwise become sources ofabandonment

and blightwithin their communities NSP provides grants to every state and certain local
communities to purchase foreclosed orabandoned homes and to rehabilitate resell or redevelop
these homes in order to stabilize neighborhoods and stem the decline ofhouse values ofneighboring
homes

In the original September 26 2008 NSP funding news release from the US Department ofHousing
and Urban Development HUD only twojurisdictions in Alameda County Oakland and

Unincorporated Alameda County received a direct allocation of NSP funds The State of
California received 145 million On November 14 2008 The Deparirnent ofHousing and

Community Development HCD the State agency administering the State NSP funds published a

plan to allocate the 145 million through an amendment to its Community Development Block
Grant CDBG Action Plan In the first submittal ofthe amended Action Plan Hayward received
an initial NSP allocation of1082318

PerHUDs request HCD revised its first submittal ofthe Amended Action Plan and on Monday
February 2 HCD announced changes to its initial allocation methodology As aresult Hayward
received approximately 5 million more from its initial allocation for a total of1554489the



NSP funds HCD has released aNotice ofNSP Funding Availability NOFA so staff is now

preparing an application to receive Haywards allocation and use it to implement an Acquisition
Rehabilitation and Sale ofForeclosedAbandonedProperties Program the Program as proposed
at the February 17th Council Work Session where aseries ofactivities and programs to address
local foreclosures were discussed This would be accomplished either as anew program or as part
of an existing City or Redevelopment Agency housing program

State NSP guidelines require recipientjurisdictions to conduct two public hearings The first

hearing should be conducted during the Program design phase The second hearing which must be
held before the local governing body shouldbe held prior to submitting the application for funding
The purpose ofthe design phase public hearing was to inform the public about the eligible and

proposed use of NSP funds This hearing washeld on April 15 during the monthly Citizens

Advisory Committee CAC meeting Attachment A includes the comments received during the

meeting The purpose ofthis report is to complywith the NSP requirement to hold a secondpublic
hearing and to request Council authorization to submit the application for funding which is due on

June 15

DISCUSSION

Based on staff analysis ofthe current housing market the housing need in Hayward and the future
ofhousing financing staff made the following recommendations in connection with the NSP

funding on the February 17h Work Session

To utilize approximately 15 million in NSP funds for an acquisition rehabilitation and
sale offoreclosed and abandoned homes program
Increase staff capacity through direct hiring contractors andorconsultants to perform the

rehabilitation and as necessary the marketing and sale of the homes

Target foreclosed upon and vacant homes that represent acommunity preservation
challenge in areas ofgreatest need those neighborhoods with ahigh incidence of
abandoned foreclosed homes

To sell the rehabbed homes to incomeeligible households at an affordable price or the
actual cost to acquire and rehabilitate the homes whichever is lower Homebuyer
education FirstTimeHomebuyer Program funds and other available financing for low and
moderateincomehouseholds will be offered to qualified buyers

Affordability Level and Promotion ofNational Objective

In the February 17 Work Session staff recommended that NSP funds be targeted to low and very
lowincome VLI buyers because NSP regulations require that at least twenty five 25 ofthe
funds must benefit VLI households those earning 50 ofArea Median Income AMT or less

However the State has set 25of its total allocation to comply with this requirement thereby
releasing the City from this obligation Thus the City may target all the assisted homes to

moderateincomehouseholds those earning 120 ofAMI or less
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The implementation ofthe program will promote the Low Moderate and Middle income

LMMI National Objective by adding or improving permanent residential structures that are or will
be occupied by low ormoderateincomeindividuals or households upon completion

Affordabilitv Restrictions

Another federaUNSP requirement is to ensure that the homes remain affordable for the longest
feasible time or aminimum of 15 years to households at the target income level As aresult the

City will need to record affordability and resale restrictions on the assisted properties If owners

decide to sell their home during this period they must sell it to incomeeligible households at a

restricted price calculated by the City In designing the NSP resale restrictions staff will also
consider and incorporate as appropriate such measures as the use of silent second mortgages and

optionalrepurchase by the City or Redevelopment Agency in order to provide more flexibility for
the homeowner the ability to recapture funds ifthe home is sold at market rate as well as a

CityAgencyrepurchase safety net at the time ofresale

Targeting the Areas of Greatest Need

One ofthe policy goals of the State in sponsoring the NSP program is to target resources to

neighborhoods that aredestabilized or considered at risk due to foreclosed abandoned properties
Therefore in order to qualify for NSP funding the City must target its neighborhoods ofgreatest
need for foreclosure assistance In addition the NSP program requires that target areas meet a

population threshold whereby over 51 of the households have low to moderate incomes With the
assistance of the Citys Geographic and Information Systems GIS Coordinator staff conducted an

analysis to identify the areas ofthe Citymost impacted by the incidence offoreclosures and target
the use ofthe funds and obtained the necessary income demographic data Based on this analysis
staff has identified atarget area of eight 8 census tracts in the HarderTennyson area that is
outlined on Attachment B Foreclosures Density Map This map shows the density of foreclosures
as ofFebruary 2009 measured by the number of Real Estate Owned REOpreforeclosure and
foreclosed properties

The proposed target area includes and lies adjacent to the South Hayward BART Station As a

result the NSP funding will also serve to bolster the Citys recent application for Prop 1C state

funding for the proposed South Hayward BART Station development by showing that federal
funds are leveraging other proposed public funding to the area

Staffwill work with the Community Preservation CP staff to identify and target those foreclosed

and abandoned homes located in the primary area that have become a preservation challenge and

blighting influence to the neighborhood If unable to identify andor acquire properties within the

primary area staff will work with CP staff to identify properties in the secondary area

StaffCapacity and Federal Procurement Requirements

As mentioned in the February 17 Work Session currently the City does not have the staff resources

to implement the components ofthe program Therefore staff has chosen to hire contractors or

consultants to effectively manage the acquisition rehabilitation marketing and sales of the homes
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To this end and to comply with federal procurement requirements staff will issue aRequest for

Qualifications RFQ to hire aconsultant able to carry out NSP program activities on behalfof the

City

The qualifications ofthe consultant requested in the RFQ will be broad because staff would prefer
to hire aconsultant potentially able to carry out all the NSP program activities This includes

carrying out the real estate marketing rehabilitation homeownership and federal reporting
requirements of the program However it was noted that the City could amend the contract with the

Bay Area Homebuyer Agency BAHBA the Cityshomeownership consultant in order to carry
out the programshomeownership activities NSP requires eight hours of mandatory homebuyer
counseling for the households purchasingNSPassisted homes The City may also retain the long
term monitoring of the homes affordability restrictions Currently aCommunity Programs
Specialist monitors all of Haywards below market rate rental and ownership units and the NSP
assistedhomes maybe added to the inventory under her responsibility

Other Eligible Activities

Even though NSP funds will be used primarily to purchase and rehabilitate homes that have been
abandoned or foreclosed upon they may also be used to provide down payment assistance to buyers
ofabandonedforeclosedproperties or to demolish and redevelop those properties hi addition
Hayward might apply for other State NSP funding that could become available and use it within the

identified target areas For these reasons the NSP application to the State specifies that Hayward
will utilize the firnds to conduct the followingNSPeligible activities

1 The establishment of financing mechanisms for the purchase and redevelopment of

foreclosed homes and residential properties including such mechanisms asdownpayment
assistance softseconds and sharedequity loans for low moderate and middleincome

homebuyers
2 The purchase and rehabilitation of homes and residential properties that have been

abandoned or foreclosed upon in order to sell rent or redevelop such homes and properties
3 The demolishment ofblighted structures and

4 The redevelopment ofdemolished or vacant properties

Other NSPrelated regulations

Several other federal CDBGNSP regulations and guidelines such as affirmative marketing
procedures apply to the implementation ofNSP activities A comprehensive but not exhaustive list

ofthose regulations was included in the abovementioned RFQ The list may be obtained by
contacting the Housing Development Specialist at 510 583 4246

Estimated Timing for Proargm Implementation

The State released its NOFA on Apri130 and will accept funding applications until June 15 The

City will have until December 31 2009 to obligate its funds after submitting the NSP funding
application Hence staffwill implement the program immediately after selecting the consultant that

demonstrates their ability to carry out all program activities in a timely manner
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FISCAL IMPACT

The fiscal impact of implementing the program activities will be minimal The City will receive

1554489 for the program Five percent 5 ofthis allocation for a total of77724 can be spent
in program administrative costs Therefore these funds will be used to reimburse the program
consultant Remaining funds if any will be used to reimburse staff time spent in administering
progam activities Some soft costs are also eligible to be paid with program funds so the fiscal

impact ofthe implementing the program will be minimal to the City

PUBLIC CONTACT

As mentioned above the purpose of this report is to comply with NSP guidelines to hold asecond

public hearing and to request Council authorization to submit the application which is due on June
5 Previously the program was discussed at the City Council Work Session held on February 17
2009 A public hearing was also held on April 15 during the monthly Citizens Advisory Committee

meeting No further public contact is required to implement the program and spend the funds after
this hearing

NEXT STEPS

If Council so directs staff will submit an application for the approximately15 million ofNSP
funds primarily to implement NSPeligible activities including an acquisition and rehabilitation of
foreclosed homes program that would benefit low and moderateincomehouseholds

Prepared by

Y IQLalJb
Maret Bartlett Redevelopment Director

Recommended by

i

Fran Dauid Assistant ty Manager
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Approved by

Attachments

A Comments received during Citizens Advisory Committee Meeting Design Phase Public

Hearing held on Apri115 2009 to be included after April 15th
B Foreclosures Density Map

Resolution

Auhorimtion to SnGmit nnAppicnlionfaNeigdGodmod SYnbi7iznliar Progrnm Fnnditg 6of6
Mny 26 2009



Attachment A

Comments from Public Hearing Regarding the Use of Neighborhood and Stabilization Program
Funds Held at the Citizens Advisory Committee Meeting on Wednesday April 15 2009

1 Make sure that there is consistency between the NSP program restrictions and the other sources

of financing the buyers may useeg the term of the first mortgage loan should match the

affordability period
2 Make sure that FirstTimeHomebuyer financing is available to buyers of foreclosed abandoned

properties Can First Time Homebuyer funds be combined with the NSP funds to assist low

income purchasers
3 Make sure that affordability restrictions are enforced Does the City check the income of the

residents again during the occupancy of owners

4 Make sure that owners occupy their homes

5 Who would pay for and how much money will be available for the City to monitor the

occupancy and affordability restrictions Who would pay for the program administrative costs

6 Make sure that there are provisions to ensure that buyers of properties keep them ingood
condition do not make illegal additions do not overcrowd homes and comply with local

ordinances with respect to upkeep and use of property
7 Are the homes required to be occupied by homeowners or tenants

8 The City should put controls on who would qualify to purchase the assisted homes upon resale

9 The NSP program should provide that all unpermitted work be corrected removed or redone

with permits before it is resold to an eligible buyer
10 How will the City monitor the qualifications of buyers in subsequent resales There was a

concern over the Cityscapacity to perform the monitoring function in future years Would there

be deed restrictions in place in case the City is unaware of subsequent sales

11 There should be equity sharing instead of capping homes values at the AMI or CPI so that

homebuyers could benefitfrom their homes increasing values on the open market

12 There should be controls to limit occupancy numbers of individuals in the homes and there

needs to be real monitoring in place to prevent abusing the NSP program rules

13 Buyers should be required topull legal permits for any alterations to the property they wish to

make after the purchase How will the City monitor this Inasmuch as it already doesntdo a

very good job of preventing unpermitted work

14 There was a comment that it is not very clear who gets to keep profit from home sales in

subsequent years
15 What types of support services would be available to support the low income homebuyers so

that their housing would be maintained financial literacy financial support and management
social services etc
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HAYWARD CITY COUNCIL

RESOLUTION NO

Introduced by Council Member
1

10 1

RESOLUTION APPROVING AN APPLICATION FOR

FUNDING AND THE EXECUTION OF A GRANT

AGREEMENT AND ANY AMENDMENT THERETO FROM

THE STATE OF CALIFORNIA NEIGHBORHOOD

STABILIZATION PROGRAM NSP

WHEREAS the City Council has reviewed and hereby approves an application
and its contents for up to1554489 for the following activities

1 The establishment of financing mechanisms for the purchase and redevelopment
of foreclosedhomes and residential properties including such mechanisms as down payment
assistance softseconds and shared equity loans for low moderate and middle income buyers

2 the purchase and rehabilitation ofhomes and residential properties that have been

abandoned or foreclosed upon in order to sell rent or redevelop such homes or properties

3 The demolition of blighted structures and

4 the redevelopment of demolished or vacant properties

Ifany additional NSP funding becomes available at a later date the City of Hayward is

authorized to apply forandor accept funding up to3000000 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 has determined that federal Citizen Participation
requirements weremet during the development of this application and

NOW THEREFORE BE IT RESOLVED that the City Council ofthe City of

Hayward hereby approves the use ofRedevelopment Agency Low and Moderate Income

Housing Funds as budgeted in the amount of475000 for the CityFirstTime Homebuyer Down

Payment Assistance Program to be used as the Citys leverage for this application

BE IT FURTHER RESOLVED that the City Manager and the Assistant City
Manager are hereby authorized and directed to act on the Citys behalfin all matters pertaining to

this application and



BE IT FURTHER RESOLVED upon approval ofthe application the City
Manager and the Assistant City Manager are hereby authorized and directed to negotiate and

execute the grant agreement and any subsequent amendments thereto and to sign Funds Requests
and other required reporting forms with the State of California for the purposes ofthis grant

IN COUNCIL HAYWARD CALIFORNIA 2009

ADOPTED BY THE FOLLOWING VOTE

AYES COUNCIL MEMBERS

MAYOR

NOES COUNCIL MEMBERS

ABSTAIN COUNCIL MEMBERS

ABSENT COUNCIL MEMBERS

ATTEST

City Clerk of the City of Hayward

APPROVED AS TO FORM

City Attorney of the City of Hayward

Page 2 of Resolution No 09


