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City of Fresno FY 2008-2009 NSP Substantial Amendment

A. INTRODUCTION

The City adopted its FY 2008-2009 Annual Action Plan on June 21, 2008. The Action Plan
details the appropriations of federal entitlement funded activities undertaken during the program
year. The newly established Neighborhood Stabilization Program (NSP) requires a substantial
amendment to the Consolidated Plan and the Annual Action Plan to accommodate the funding
and detail the eligible activities. Title Il Division B of the Housing and Economic Recovery Act of
2008 (HERA) appropriated $3.92 billion to address the national foreclosure crisis and awarded
Fresno $10,969,169 million as emergency assistance for the redevelopment of foreclosed upon
homes and abandoned properties. The funds are to be treated as a special allocation of HUD
fiscal year 2008 Community Development Block Grant Program funding.

The City ensures it will utilize NSP funding as part of a comprehensive strategy to stabilize
neighborhoods, build sustainable and competitive communities that are integrated into the
overall metropolitan structure; including access to transit, affordable housing, employers, and
other services.

B. AREAS OF GREATEST NEED

The enacting statute, HERA Section 2301(c)(2)(A-C), requires NSP jurisdictions to direct funds
to areas of greatest need. Specifically to areas: (1) with the greatest percentage of home
foreclosures; (2) with the highest percentage of homes financed by a subprime mortgage
related loan; and (3) identified by the State or unit of general local government as likely to face a
significant rise in the rate of home foreclosures. Additionally, HUD NSP training specifically
directed jurisdictions to stabilize neighborhoods and identify other community activities and
funding that will aid in the stabilization efforts; versus creating stand alone housing projects. In
an effort to meet the requirements of directing funding to the areas of greatest need; addressing
the local housing need and following HUD direction to stabilize neighborhoods; the City created
an NSP Target Area. All NSP funded activities will occur in the NSP Target Area as it
represents the areas of greatest need as defined by the HERA Statute.

The NSP Target Area is made up of two distinct and neighboring subsections: the Strategic and
the Project Sections (See Map 1: NSP Target Area). NSP activities will occur in both sections,
but each area requires different activities to stabilize the neighborhoods. The Strategic Section
of the NSP Target Area represents the critical areas of need that lie within the City’s core and is
comprised of the City’s oldest and most populated areas. This Section is characterized by the
highest concentration of foreclosures, 18-month predicted underlying foreclosure rate, and
subprime lending rate (See Map 2: Concentration of Foreclosures, Table 2: Analysis of NSP
Target Area). The second subsection under the NSP Target Area is the Project Section. This
area reflects Fresno’s northern growth to the San Joaquin River. The southern boundary of the
Project Section has historically been an invisible gateway to higher income census tracts with
new housing and entertainment development, strong infrastructure, nearby shopping and green
space amenities. The Project Section has the second highest concentration of foreclosures,
predicted underlying foreclosure rate, and subprime lending rate.

Fresno is the sixth largest city in California with a population of over 500,000. Fresno is unique
in that we are not a development dense City. Fresno is sprawled spread over 100 square miles
with the NSP Target Area covering approximately 70 percent of the city. The city has over
5,000 foreclosures with the Strategic Section having the highest concentration of foreclosure
indicators, low to moderate income census tracts, and the most visible evidence of foreclosure
deterioration. Because of these indicators this area is considered the most vulnerable to further
deterioration and threatens to impact contiguous neighborhoods. Additionally, the City can
match existing federal and state financial resources that are designated for low and moderate
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income households to this Strategic Section and direct development of pocket parks and
infrastructure improvements to this area. The Project Section covers newer growth areas and
possesses developer driven amenities that require minimal encouragement from the City.

The remaining census tracts that were not selected for NSP funding were:

o Split between the city and county with foreclosure activity occurring within the county
limits. (Tracts: 30.01, 30.02, 43.02, 43.03, 45.03, 45.06, and 46.02).

o Higher income census tracts that had low foreclosure indicators and possessed
amenities that higher income households seek. The City believes these areas will
stabilize themselves with an upturn of the housing market. (Tracts: 43.01, 44.04, 44.07,
55.03, 55.04, 55.05, and 55.06).

e Census tracts that had low foreclosure indicator scores (Tracts: 8, 31.01, and 14.06).

Analysis of Foreclosure Indicators

To identify the areas of greatest need staff analyzed foreclosure indicator data provided by HUD
and local foreclosure data provided by area title companies. The following information defines
the indicators used and provides the justification for determining that the NSP Target Area
represents the areas of greatest need.

o Estimated Foreclosed Abandonment Risk Score (FARS) — HUD'’s risk assessment of
the likelihood of the area having foreclosed and abandoned homes. The information is
provided at a census tract level and provides a risk score on a scale from 0 to 10 with low
scores representing a less likely risk of foreclosed and abandoned homes.

= Seventy-nine percent of all census tracts in Fresno have high risk scores.

e HMDA High Cost Loan Rate — The Federal Reserve collects Home Mortgage Disclosure
Act information from lending institutions. HUD has made available HMDA data on the
percentage of all loans made between 2004 through 2006 that are high cost at the census
tract level. The location of the high cost loans corresponded significantly to the census
tracts in which there were higher foreclosed homes.

= Twenty-six percent of all census tracts in Fresno have high HMDA high cost loan
rates.

¢ Predicted 18 month Underlying Problem Foreclosure Rate — HUD’s assessment of
census tracts with underlying problems that may lead to increased home foreclosures
within the next 18 months presented as a percentage rate. The City looked at local data on
actual foreclosures to close the gap between existing and projected foreclosures.

= Twenty-five percent of all census tracts in Fresno have high underlying foreclosure
rates.

City staff evaluated the foreclosure indicators and created ranges of high, medium and low
established to provide a methodical approach to identifying the areas of need (see Table 1). In
addition to HUD’s data the City evaluated local information to identify the location of
foreclosures; HUD income limits, and state unemployment data to understand the affordability of
housing for the intended beneficiaries. The paragraphs below provide detail on the data
considered in preparing the NSP Target Area.
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Table 1: Foreclosure Indicator Ranges

Ranges
Foreclosure Indicators High Medium Low
Est. Foreclosure Abandonment Risk Score (FARS) 7-9 4-6 3-2
Predicted 18-Month Underlying Problem Foreclosure Rate 10.87% - 14.16% 7.55% - 10.86% 4.23% - 7.54%
HMDA High Cost Loan Rate 41.52% - 62.25% 20.76% - 41.51% 0% - 20.75%

Table 2: Summary of HUD Foreclosure Indicator Data within the NSP Target Area

Predicted 18 month
Est. foreclosure underlying problem HMDA high Average
Tract abandonment risk score foreclosure rate cost loan rate Zip Code | Sales Price Notes
2 9 12.55% 52.15% 93706 93,000 Strategic Section
3 9 12.92% 54.47% 93706 93,000 Strategic Section
4 9 12.66% 52.83% 93702 74,673 Strategic Section
4 split 9 12.66% 52.83% 93706 93,000 Strategic Section
6 9 11.64% 46.45% 93701 58,166 Strategic Section
7 9 11.84% 47.68% 93706 93,000 Strategic Section
9 9 12.13% 49.48% 93706 93,000 Strategic Section
10 9 14.16% 62.25% 93706 93,000 Strategic Section
12.01 9 12.95% 54.64% 93725 143,889 60% in county
14.03 9 9.60% 33.63% 93727 163,198 Project Section
15 9 10.10% 36.76% 93725 143,889 Strategic Section
20 9 13.10% 55.56% 93728 110,600 Strategic Section
22 9 9.99% 36.07% 93728 110,600 Strategic Section
23 9 10.83% 41.32% 93728 110,600 Strategic Area
26.02 9 11.36% 44.69% 93702 74,673 Strategic Section
27.02 9 12.05% 48.98% 93702 74,673 Strategic Section
34 9 10.80% 41.13% 93705 115,631 Strategic Section
34 split 9 10.80% 41.13% 93728 110,600 Strategic Section
35 9 9.71% 34.30% 93705 115,631 Strategic Section
35 split 9 9.71% 34.30% 93728 110,600 Strategic Section
37 9 10.72% 40.69% 93705 115,631 Strategic Section
37 split 9 10.72% 40.69% 93728 110,600 Strategic Section
49 9 9.05% 30.18% 93705 115,631 Strategic Section
11 8 13.61% 58.79% 93706 93,000 Strategic Section
12.02 8 12.15% 49.61% 93725 143,889 Strategic Section
13.01 8 12.16% 49.67% 93702 74,673 Strategic Section
13.02 8 12.03% 48.84% 93702 74,673 Strategic Section
14.04 8 8.27% 25.33% 93727 163,198 Project Section
14.05 8 10.28% 37.90% 93727 163,198 Strategic Section
21 8 10.52% 39.42% 93728 110,600 Strategic Section
24 8 11.78% 47.29% 93728 110,600 Strategic Section
25.02 8 12.65% 52.78% 93703 110,600 Strategic Section
26.01 8 11.99% 48.63% 93703 110,600 Strategic Section
27.01 8 11.44% 45.18% 93702 74,673 Strategic Section
28 8 11.24% 43.94% 93703 110,600 Strategic Section
29.01 8 11.21% 43.74% 93727 163,168 Strategic Section
29.02 8 10.22% 37.50% 93727 163,198 Strategic Section
32.01 8 10.43% 38.86% 93703 110,600 Strategic Section
32.02 8 10.63% 40.07% 93703 110,600 Strategic Section
33 8 10.86% 41.52% 93703 110,600 Strategic Section
38.05 8 10.61% 40.00% 93722 179,156 Strategic Section
38.06 8 9.97% 35.99% 93722 179,156 Strategic Section
45.04 8 9.87% 35.33% 93710 163,027 Project Section
47.011 8 11.08% 42.94% 93705 115,631 Project Section
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Predicted 18 month
Est. foreclosure underlying problem HMDA high Average
Tract abandonment risk score foreclosure rate cost loan rate Zip Code | Sales Price Notes
47.03 8 10.53% 39.47% 93705 115,631 Strategic Area
47.04 8 11.40% 44.94% 93705 115,631 Strategic Area
48 8 10.62% 40.02% 93705 115,631 Strategic Area
50 8 9.13% 30.71% 93705 115,631 Project Section
51 8 10.00% 36.14% 93705 115,631 Strategic Area
52.01 8 10.55% 39.59% 93726 133,513 Strategic Area
53.01 8 10.10% 36.64% 93726 133,513 Project Section
53.02 8 9.36% 32.16% 93726 133,513 Project Section
53.04 8 9.05% 30.17% 93726 133,513 Project Section
53.05 8 10.53% 39.49% 93726 133,513 Project Section
54.03 8 10.41% 38.71 93710 163,027 Project Section
58.03 8 9.26% 28.92% 93727 163,198 Project Section
5 7 11.83% 47.62% 93702 74,673 Strategic Section
25.01 7 12.50% 51.79% 93703 110,600 Strategic Section
36 7 8.01% 23.71% 93705 115,631 Strategic Section
36 split 7 8.01% 23.71% 93728 110,600 Strategic Section
42.06 7 8.27% 25.32% 93722 179,156 Project Section
42.07 7 8.72% 28.13% 93722 179,156 Project Section
42.08 7 7.52% 20.63% 93722 179,156 Project Section
42.09 7 7.63% 21.30% 93722 179,156 Project Section
44.06 7 7.44% 20.09% 93711 247,690 Project Section
44.06 7 7.44% 20.09% 93711 247,690 Project Section
45.05 7 9.10% 31.48% 93704 156,653 Project Section
46.01 7 8.82% 28.74% 93705 115,631 Strategic Section
52.02 7 9.53% 33.23% 93726 133,513 Strategic Section
54.04 7 9.36% 32.17% 93710 163,027 Project Section
54.06 7 8.88% 29.13% 93710 163,027 Project Section
54.07 7 7.40% 19.85% 93710 163,027 Project Section
38.04 6 9.49% 32.96% 93722 179,156 Strategic Section
42.05 6 10.03% 36.31% 93722 179,156 Project Section
42.12 6 8.98% 29.78% 93722 179,156 Project Section
54.05 6 7.98% 23.49% 93710 163,027 Project Section
44.05 5 6.45% 13.92% 93720 254,860 Project Section
55.08 5 6.25% 12.63% 93720 254,860 Project Section
55.09 5 8.09% 24.19% 93720 254,860 Project Section
55.10 5 7.02% 17.46% 93720 254,860 Project Section
42.10 3 7.62% 21.22% 93722 179,156 Project Section
4211 3 8.49% 26.10% 93722 179,156 Project Section
55.07 3 6.92% 16.83% 93720 254,860 Project Section
1 5 5.14% 5.71% 93721 61,500 Strategic Section

e Seven-nine percent (79%) of all census tracts fall into the high range for estimated

foreclosures (FARS). Of this population fifty-five percent (55%) are in the NSP Strategic
Section. This indicates the section possesses the greatest number of existing foreclosures
which substantiates it as the area of greatest need. It also provides an ample supply of
houses to the primary directive of the HERA Statute; to acquire foreclosed or abandoned
houses or residential properties for redevelopment.

Twenty-five percent (25%) of all census tracts have a high risk of underlying problems that
may lead to foreclosure in the next 18 months. Ninety-six percent (96%) of this population
is in the NSP Strategic Section. This indicates that there is continued risk of further
deterioration from future foreclosures. This substantiates the premise that the NSP
Strategic Section encompasses the areas of greatest need.
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Twenty-six percent (26%) of all census tracts have a high percentage of HMDA high cost
loans. Of this population 93% reside in the NSP Strategic Section. The high range for the
HMDA data was 41.52% to 62.25%. This range is important because while 26% of all
census tracts possessing subprime loans may not appear dire, there are eight census
tracts where more than half the loans are subprime and reach up to 62.25%. These high
cost loans overwhelmingly are in low and moderate income areas. The NSP Target Area
encompasses the areas of greatest need.

Analysis of local foreclosure data identified foreclosures citywide with a pronounced
concentration of foreclosures south of Ashlan Avenue, in the City’s low to moderate
income census tracts.

Unemployment information available at the time of the report established Fresno’s
unemployment at 11.4% of the population. This 4.8% above the national average. The
following table reflects the maximum sales price and the maximum monthly housing
payment for which the targeted beneficiaries can afford. Table 1 below assumes zero
debt and 14% down (Source: ginniemae.gov).

HUD maximum house price under HERA for Fresno, CA is $281,750. The City’s housing

stock has depreciated 19.5% over the past year. Current average sales price for Fresno,
CAis $172,640.

Information in Table 3 reflects maximum sales price and monthly housing payment at zero
debt and 14% down payment. While the above mentioned assumptions are extreme, it
also shows how easily house burdened the beneficiaries can be if all economic indicators
are not considered. Economic indicators to consider are the housing caps for the target

group (income limits, unemployment, average housing prices in NSP eligible census
tracts).

TABLE 3: Income and Maximum Housing Cost

Income Group 1 person

2 person 3 person 4 person 5 person 6 person 7 person 8 person

<50% Max Sales Price $ 71,625 $ 81,694 $ 91,953 $ 102,213 $ 110,382 $ 118,551 $126,721 $ 134,890
<50% Max Housing Payment $ 518 $ 591 $ 665 $ 740 $ 799 $ 858 $ 917 $ 976
51-80% Max Sales Price $ 114,562 $ 130,900 $ 147,239 $ 163,578 $ 176,687 $ 189,796 $ 202,905 $ 216,014
51-80% Max Housing Payment $ 829 $ 947 $ 1,066 $ 1,184 $ 1,279 $ 1,374 $ 1,468 $ 1,563
81-120% Max Sales Price $ 171,937 $ 196,256 $ 220,764 $ 245,272 $ 264,841 $ 284,599 $ 304,168 $ 323,736
81-120% Max Housing

Payment $ 1,244 $ 1,420 $ 1,598 $ 1,775 $ 1,917 $ 2,060 $ 2,201 $ 2343

5 of 36



City of Fresno

FY 2008-2009 NSP Substantial Amendment

MAP 1: NSP TARGET AREA
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