Merced County
Neighborhood Stabilization Program (NSP3)
HUD Abbreviated Action Plan

Information to be Submitted in the Application to the
U.S. Department of Housing and Urban Development

DRAFT

The Neighborhood Stabilization Program (NSP) was established for the purpose of stabilizing
communities that have suffered from foreclosures and abandonment. NSP3 references NSP funds
authorized under the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) of
2010, which provides a third round of neighborhood stabilization grants to states and local
governments. The United States Housing and Urban Development Department (HUD) has awarded
Merced County $2.7 million in NSP3 funds to support its efforts to reverse the effects of foreclosed
properties.

Local governments can use their NSP3 funds to acquire land and property, to demolish or rehabilitate
abandoned properties, or to offer down payment and closing cost assistance to low-to-moderate
income homebuyers. HUD has provided program guidance to assist grantees with the development of
their NSP3 Plan, which must be submitted to HUD by March 1, 2011.

Key highlights from the HUD guidelines include the following:

HUD is looking for grantees to select a “target” area and not undertake a “shotgun” approach.
50% of the funds must be expended within 2 years of program commencement.
100% of the funds must be expended within 3 years of program commencement.

il .

25% of the funds expended must benefit those individuals who have very low household
incomes.

5. Any program income generated must be disbursed for eligible NSP activities before additional
cash withdrawals can be made from the grant.

While the foreclosure issue is national in scope, Merced County and each of its communities have
suffered immeasurably from this crisis. In this respect, the County’s challenge with its NSP3 funds is to
identify a target area from which to place the funds and to demonstrate that we can make a significant
impact within that selected area.

Less authorized administrative costs with NSP3, the County will have approximately $2.4 million with
this particular award. It is estimated that at an average cost of $200,000 to acquire, rehabilitate and re-
sell each unit, 12 properties will be served. Program income will recycle back into the grant to serve
additional units, most likely 6 or less.



Considering that every single community within Merced County has been afflicted with foreclosures,
staff and its consultant, Self-Help Enterprises, has spent considerable time evaluating data provided by
HUD via their NSP3 Mapping Tool. The data reflects an “apples to apples” comparison of several
potential target areas located in Merced County that had the highest concentration of foreclosures
within those respective areas.

Key data indicators include:

Percentage of Subprime Mortgages between 2004 and 2007.
Percentage of Estimated Delinquent Mortgages.
Percentage of persons who make less than 80 percent of Area Median Income.
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HUD Significant Impact Number, which is the estimated number of properties needed to make
an impact in the identified target area.

The community of Winton has the highest percentage of subprime mortgages (35.5%) and estimated
delinquent mortgages (26.2%). It also has the second highest percentage of persons with incomes
below 120% of area median income (85.4%) and the fourth highest percentage of persons with incomes
below 80% of area median income (65.01%). While the HUD impact number for Winton (14) exceeds
the number of units expected to be accomplished with initial grant funds (approximately 12), it is
anticipated there will be sufficient funds to successfully achieve this number. In addition to NSP funding
and program income, the County was awarded 2010 CDBG funds which may be used in all
unincorporated areas including Winton and Planada. The boundaries of this target area are Olive
Avenue to the north, Walnut Avenue to the south, Chestnut Lane/N. Onyx Avenue to the east, and Jones
Road/Santa Fe Drive to the west.

The community of Planada has the fourth highest percentage of subprime mortgages (34.86%) and
estimated delinquent mortgages (25.6%). It also has the third highest percentage of persons with
incomes below 120% (84.67%) and 80% (69.41%) of area median income. There is sufficient funding
available to meet HUD's impact number within this target area alone. The boundaries of this target area
are State Highway 140 to the north, Gerard Avenue to the south, Ivett Road to the east, and Beck Road
to the west.

The community of South Merced has the third highest number of foreclosure starts in the past year (94)
and Real Estate Owned (REO) units (54). It also has the highest percentage of persons within incomes
below 120% of area median income (88.9%) and the second highest percentage of persons with incomes
below 80% of area median income (69.85%). While the HUD Impact number exceeds the number of
units expected to be accomplished with initial grant funds, it is anticipated there will be sufficient
program income recycled back into the grant to achieve this number. The boundaries of this target area
are Childs Avenue to the north, Dickenson Ferry Road/Mission Avenue to the south, Tyler Road to the
east, and Southwest Avenue to the west.

The City of Dos Palos has the second highest percentage of subprime mortgages (35.2%) and estimated
delinquent mortgages (25.8%). It also has the second highest number of foreclosure starts (107) and
REO units (60). However, there will not be sufficient funding available, even with the anticipated return



of program income to be recycled back into the program, to meet the HUD impact number. The
boundaries of this target area are Carmelia Avenue to the north, Stearman Street to the south, Millux
Avenue to the east, and Colony Branch No. 2 Canal to the west.

The community of South Dos Palos has the third highest percentage of subprime mortgages (35.17%)
and estimated delinquent mortgages (25.78%). It also has the highest percentage of persons with
incomes below 80% of area median income (72.76%) and the fourth highest percentage of persons with
incomes below 120% of area median income (82.13%). However, this area is not large enough to utilize
the entire grant and would have to be combined with a second target area. HUD prefers grantees select
one target area to achieve the greatest impact. The boundaries of this target area are Valeria Street to
the north, Aqua Vista Street to the south, and Elgin Avenue to the east.

Based on information collected from the Merced County Association of Realtors’ Multiple Listing System
(MLS), a key distinguishing factor between Winton and Planada is that property in Winton spends fewer
days on the market (30) than Planada (47), and that more property is selling in Winton per month (46.5)
than Planada (4).

In terms of program delivery, staff has studied a number of other local government examples. In our
particular case, it appears that our easiest path to success is to advance a program whereby the County
acquires a foreclosed property, rehabilitates the property, and then later re-sells the property. Since we
will only have resources to deal with approximately 12 properties initially, staff believes we can
effectively manage this portfolio. We anticipate a return of approximately 50% in program income for
every dollar the County uses to purchase and rehabilitate properties. For example, if the County were
to purchase a piece of foreclosed property, rehabilitate that property and less real estate transaction
costs for $200,000, we can expect a return of $100,000 in program income. This program income would
again be recycled back into the targeted community selected.

Staff will work to best ensure that local contractors are utilized for the rehabilitation portion of the work
described above and will develop criteria for selecting a local realtor or realtors to handle the
aforementioned real estate transactional issues. This method is now commonplace amongst several
local governments, including other jurisdictions within Merced County who also operate housing
programs.

Review and approval of the Draft Abbreviated Action Plan by the Merced County Board of Supervisors is
scheduled Tuesday, February 15, 2011. Public comments will be accepted and reviewed until
February 7, 2011. Written comments may be directed to Merced County Commerce, Aviation &
Economic Development, 2507 Heritage Drive, Atwater or to phymiller@co.merced.ca.us.



Community of Winton

Target Area:  North Olive Avenue
South Walnut Avenue
East Chestnut Lane/N. Onyx Ave
West Jones & Santa Fe

Within this target area, Realty Trac currently shows the following numbers of properties in each state of
foreclosure:
Winton 1&2 combined

Pre-foreclosures 15
Auction 17
Bank Owned 20

Area Benefit Eligibility:

Persons <120% Area Median Income : 85.4%

Persons<80% Area Median Income: 65.01%
Home prices/values range from the $33,000-$225,000.
HUD is looking for a minimum of 14 in Winton #1 &2 combined in order to make an impact in this area.
If using the entire allocation of funds, each property would have approximately $195,000 for use on
purchase and rehabilitation.
*Activity Delivery and Administration would need to be subtracted from this amount.

It is recommended that you consider the pre-foreclosures and auction properties since many of the
properties which are currently bank-owned may be off the market by the time the funds are officially
awarded.

You will find a map of the possible target area attached.

Area wide foreclosure figures at this time are:

Pre-foreclosures 32
Auction 59
Bank Owned 67

158
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Community of Planada

Target Area:  North 1-140
South E. Gerard Ave.
East  S.Ivett Rd.
West Beck Rd.

Within this target area, RealtyTrac currently shows the following numbers of properties in each state of
foreclosure:

Pre-foreclosures 6
Auction 8
Bank Owned 20

Area Benefit Eligibility:
Persons <120% Area Median Income: 84.67%
Persons<80% Area Median Income: 69.41%

Home prices/values range from mid $20,000’s to $240,000.

HUD is looking for a minimum of 11 properties in order to make an impact in this area. If using the
entire allocation of funds, each property would have approximately $245,988* for use on purchase and
rehabilitation.

*Activity Delivery and Administration would need to be subtracted from this amount.

It is recommended that you consider the pre-foreclosures and auction properties since many of the
properties which are currently bank-owned may be off the market by the time the funds are officially
awarded.

You will find a map of the possible target area attached.

Community wide foreclosure figures at this time are:

Pre-foreclosures 7
Auction 8
Bank Owned 24

39
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South Merced

South Merced —Childs to Dickenson; Southwest to Tyler

Target Area:  North Childs Ave.
South W. Dickenson Ferry Rd. / E. Mission Ave.
East  Tyler Rd.
West Southwest Ave.

Within this target area, RealtyTrac currently shows the following numbers of properties in each state of
foreclosure:

Pre-foreclosures 24
Auction 32
Bank Owned 86

Area Benefit Eligibility:
Persons <120% Area Median Income: 88.99%
Persons<80% Area Median Income: 69.85%

Home prices/values range from mid $50,000’s to $300,000.

HUD is looking for a minimum of 18 properties in order to make an impact in this area. If using the
entire allocation of funds, each property would have approximately $150,326* for use on purchase and
rehabilitation.

*Activity Delivery and Administration would need to be subtracted from this amount.

It is recommended that you consider the pre-foreclosures and auction properties since many of the
properties which are currently bank-owned may be off the market by the time the funds are officially
awarded.

You will find a map of the possible target area attached.

City wide foreclosure figures at this time are:
Pre-foreclosures 211
Auction 376
Bank Owned 647
1,234
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City of Dos Palos

Target Area:  North: Carmelia Avenue
South: Stearman Street
East:  Millux Avenue
West: Colony Branch No. 2 Canal

Within this target area, RealtyTrac currently shows the following numbers of properties in each state of
foreclosure:

Pre-Foreclosure 19
Auction 24
Bank Owned 32

Total 75

Area Benefit Eligibility:

Persons <120% Area Median Income  68.49%

Persons <80% Area Median Income 50.52%
Home prices/values range from $39,200 to $294,357
HUD is looking for a minimum of 22 properties in order to make an impact in this area. If using the
entire allocation of funds, each property would have approximately $124,000* for use on purchase and
rehabilitation.
*Activity Delivery and Administration would need to be subtracted from this amount.
It is recommended that you consider the pre-foreclosure and auction properties since many of the
properties which are currently bank-owned may be off the market by the time the funds are officially
awarded.

You will find a map of the possible target area attached.

City-wide foreclosure figures at this time are:

Pre-Foreclosure 35
Auction 35
Bank Owned _60

Total 130
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Community of South Dos Palos

Target Area:  North: Valeria Street
South: Agua Vista Street
East: Elgin Avenue
West:

Within this target area, RealtyTrac currently shows the following numbers of properties in each state of
foreclosure:

Pre-Foreclosure 5
Auction 4
Bank Owned 10

Total 19

Area Benefit Eligibility:
Persons <120% Area Median Income  82.13%
Persons <80% Area Median Income 72.76%

Home prices/values range from $38,250 to $294,988. Median price/value is $107,168.

HUD is looking for a minimum of 5 properties in order to make an impact in this area. If using the entire
allocation of funds, each property would have approximately $546,000* for use on purchase and
rehabilitation.

*Activity Delivery and Administration would need to be subtracted from this amount.

It is recommended that you consider the pre-foreclosure and auction properties since many of the
properties which are currently bank-owned may be off the market by the time the funds are officially
awarded.

You will find a map of the possible target area attached.

Area-wide (Dos Palos) foreclosure figures at this time are:

Pre-Foreclosure 35
Auction 35
Bank Owned _60

Total 130
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