THE NSP SUBSTANTIAL AMENDMENT

Jurisdiction(s): Pasco County
(identify lead entity in case of joint
agreements)

Jurisdiction Web Address:
www.pascocountyfl.net

(URL where NSP Substantial Amendment
materials are posted)

NSP Contact Person: George Romagnoli

Address: 5640 Main Street #200
New Port Richey, FL 34652
Telephone:  (727) 834-3445
Fax: (727) 834-3450
Email: gromagnoli@pascocountyfl.net

A. AREAS OF GREATESTNEED

Response: In Pasco County, data was used from the HUD User website in order to
determine the areas that need to be targeted according to the requirements of
Neighborhood Stabilization Act. Local data was also looked at, and it conformed to the

HUD User data. This will be discussed later.

In order to identify areas with greatest foreclosures, the HUD User data for foreclosure
abandonment score was used. All census block groups in Pasco County that have a score

higher than 7 are targeted for assistance.

Map I

2000 Pasco County Census Tracts and Block Groups

Legend

LoTE Fidical Dl O [ umng § UrSan Ligvb o

&core

. o ow Bk g ™ a0 e
e i [N




These areas are located principally on the eastern and western areas of the County, which
is also where the County’s oldest housing stock is located and where the majority of low
and moderate income households are located.

In order to identify areas with the highest percentage of homes financed by subprime
mortgage related loans, HUD User data was used. All census block groups which have a
score higher than 31%, are targeted for assistance.
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With Map [ and Map II, there are some important distinctions. Map II includes some
areas where there has been a great deal of new construction, particularly Wesley Chapel
and areas along the Suncoast Expressway. Additionally, rural areas such as Shady Hills
and Lacoochee are now included.

In order to identify those areas likely to face a significant rise in the rate of home
foreclosures HUD User data was used. All census block groups which have a score
higher than 31% were used.
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Map II and Map III are very similar. Comparing the two maps, it shows that the area that
had a predominate amount of subprime lending is the path for the future foreclosures in
the County.

Local data confirmed the HUD User data. The data is organized by zip code, not census
block group, so some interpretation is required. The areas that have been hardest hit,
particularly Port Richey, New Port Richey and Holiday, all correlate with the HUD User
data. There are signs, however, if this program continues, that areas in the central part of
the County, particularly Land O’Lakes and greater Wesley Chapel will need to be
included. Although not high enough yet to be considered, it appears their default rate is
escalating and will need to be addressed in future funding.

Sources for data included the Pasco County Clerk’s office, Foreclosuresdaily.com, and
the New York Federal Reserve Bank.

B, DISTRIBUTION AND USES OF FUNDS

Response: Based on the analysis above, Pasco County will spend NSP funds in census
block groups that meet one of the three criteria listed above:
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This map includes the following neighborhoods and Census Tracts:
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These are the areas of the County that have been most affected by the foreclosure crisis.
While most of the County is not included, the most hard-hit areas have been targeted for
assistance.

This represents less than 30% of the County’s area. Pasco County has been hit very hard
by the foreclosure crisis, and the entire county could be chosen for assistance.
Additionally, the area could not be too small or the selection of property chosen for
stabilization would be too limited.

C. DEFINITIONS AND DESCRIPTIONS

(1) Definition of “blighted structure™ in context of state or local law.

Response: A blighted structure is not safe to live in. Major structural damage is clearly
visible. Portions of the unit may be collapsed or in a state of total disrepair.
Rehabilitation of the unit is not economically feasible under normal circumstances. All
blighted structures must be certified that they are in that state by the City or County
Building Official.

(2) Definition of “affordable rents.”

Response: The maximum affordable rents shall not exceed the “Fair Market Rent” as
published by the Department of Housing and Urban Development for the Tampa-St.

Petersburg- Clearwater Standard Metropolitan Statistical Area.

Currently, the Fair Market Rents are as follows:

Size Amount
Efficiency $ 658
1 Bedroom $ 730
2 Bedrooms $ 883
3 Bedrooms $1,119
4 Bedrooms $1.,351

(3} Describe how the grantee will ensure continued affordability for NSP assisted
housing.

Response: Pasco County will use the following standards for continued affordability.
For rental projects: The assisted units must meet the affordability requirements for not
less than the fifty years, beginning after project completion. The affordability

requirements will be imposed by deed restrictions and mortgages.

For homeownership projects, Pasco County will recapture all NSP funds. Those funds
will be used for another NSP eligible project with an NSP eligible client.



Also to ensure affordability, an equity-capturing provision will be in place through a
mortgage and note that will also prevent flipping of homes. Pasco County will recapture
at time of re-sale or payoff the amount of equity that is not mortgaged by the lender loan
and the County loan combined, and what the homebuyer puts into the purchase, at time of
purchase. Appreciation is defined as the gain a homebuyer receives from the sale of the
home, less any reasonable title and real estate costs. The cost of home improvements
completed with building permits also shall be deducted from this amount. The penaity
may not be more than the cash available at closing.

An example follows:

Pasco County assists a homebuyer purchase a home that is valued at $100,000. The bank
loan and the County loan is $60,000. The homebuyer puts $1,000 into the purchase.
Several years later, the homebuyer sells the home for $120,000. At closing, the
homebuyer will pay the lender and the County the balance of the $60,000 loan, and the
County an additional $39,000.

Appraised Value: $100,000
County and Lender Loan:  $ 60,000
Homebuyer Funds § 1,000
Equity Balance: $ 39,000
Sales Price of Home: $120,000
-County and Lender Loan:  $ 60,000
+Homebuyer Funds $ 1,000
= Initial Equity Balance: $ 39,000
Cash to Homebuyer $ 22,000

Equity Capping Penalty $ 39,000

Another example: the same homebuyer after closing puts an addition on the house that
costs $15,000.

Appraised Value: $100,000
County and Lender Loan:  $ 60,000
Homebuyer Funds $ 1,000
Equity Balance: $ 39,000
Sales Price of Home: $120,000
-County and Lender Loan: § 60,000
+Homebuyer Funds $ 1,000
-Initial Equity Balance $ 39,000
+Addition Cost: $ 15,000
Cash to Homebuyer $ 37,000

Equity Capping Penalty $ 24,000

(4) Describe housing rehabilitation standards that will apply to NSP assisted activities.



All housing rehabilitated by Pasco County must meet the Pasco County Housing
Rehabilitation Standards. This standard is used for all Pasco County rehabilitation
projects funded with federal funds. All work must be completed according to the
technical details listed in the Housing Specification Manual.

D. Low INCOME TARGETING

Identify the estimated amount of funds appropriated or otherwise made available under
the NSP to be used to purchase and redevelop abandoned or foreclosed upon homes or
residential properties for housing individuals or families whose incomes do not exceed 50
percent of area median income.

Response: Pasco County will ensure that it spends at least 25% of grants funds for
individuals and families that earn less than 50% of the median income through the
following programs:

Homebuyer Assistance Program $2,000,000
Pasco Opportunity Program $2,250,000
Special Needs Housing $2.000,000
Construction $ 130,000
Total $6,380,000

This 1s 33% of the allocation of NSP funds.
E. AcQUISITIONS & RELOCATION

Indicate whether grantee intends to demolish or convert any low- and moderate-income
dwelling units (i.e., < 80% of area median income).

If so, include:

¢ The number of low- and moderate-income dwelling units—i.c¢., < 80% of area
median income—reasonably expected to be demolished or converted as a direct
result of NSP-assisted activities.

e The number of NSP affordable housing units made available to low- , moderate-,
and middle-income households—i.e., <120% of area median income—
reasonably expected to be produced by activity and income level as provided for
in DRGR, by each NSP activity providing such housing (including a proposed
time schedule for commencement and completion).

s The number of dwelling units reasonably expected to be made available for
households whose income does not exceed 50 percent of area median income.

Response: Pasco County estimates that it will demolish 80 structures under the NSP. It is
estimated that 70% will be dwelling units that were affordable (when they were in
standard condition} to families under 80% of the median income. No units are expected
to be converted. The total cost for demolitions is budgeted at $400,000.



Units to be created

Program Units < 120% Median Units <50% Median
(Total Units)
Homebuyer Assistance Program 163 50

Projected Start Date: February 1, 2009

Projected End Date:  February 1, 2013 (This project will continue if program income is
available for use)

Pasco Opportunity Program 100 25

Projected Start Date: February 1, 2009

Projected End Date: February 1, 2013 (This project will continue if program income is
available for use)

Special Needs Housing I3 15

Projected Start Date: February 1, 2009

Projected End Date: February 1, 2013 (This project will continue if program income is
available for use)

Construction 7 |

Projected Start Date: February 1, 2009

Projected End Date:  February 1, 2013 (This project will continue if program income is
available for use)

F. PuBLiCc COMMENT

Provide a summary of public comments received to the proposed NSP Substantial
Armendment.

Response: All public comments listed in Appendix A. The Substantial Amendment was
advertised and posted on the County’s website for comment.

G. NSPINFORMATION BY ACTIVITY (COMPLETE FOR EACH ACTIVITY)

All Activities, Budget and Units:

Homebuyer Assistance Program $6,500,000 163
Pasco Opportunity Program $8.995,790 100
Demolition Program $ 400,000 80
Special Needs Housing Program $2,000,000 15
NSP Construction Program $1,000,000 7
Administration $ 600,015

Total $19,495,805 365

(1) Activity Name: Homebuyer Assistance Program (Homeownership)

(2) Activity Type:  NSP Eligible Use: (A) establish financing mechanisms for
purchase and redevelopment of foreclosed upon homes and residential properties,



including such mechanisms as soft-seconds, loan loss reserves, and shared-equity loans
for low- and moderate-income homebuyers.

CDBG Eligible Activity: 570201 (a)  Acquisition
570.201 (b) Disposition
570.201 (n) Homeowner Assistance
570.202 Rehabilitation

(3) National Objective: Low/Moderate/Middle Income (LMMI). All NSP funds
shall be used to benefit individuals and families whose incomes do not exceed 120
percent of area median income, measured as 2.4 times the current Section 8 income limit
for households below 50 percent of median income, adjusted for family size.

(4) Activity Description: This program will finance purchase and redevelopment of
foreclosed upon homes and residential properties. The County will provide loans to low-
and moderate income homebuyers to purchase these homes.

One of the most difficult tasks for a family who would like to be a homebuyer is to save
the money needed for a down payment on a home. As housing prices have dramatically
fallen, a reasonable housing payment is more and more within the range of families.
However, the credit crisis has caused many lenders to increase the amount of funds
required by borrowers to put into the purchase. NSP funds will assist those individuals
and families to become homeowners.

Homeownership is a key indicator of neighborhood stability, especially in neighborhoods
that are predominately single-family homes. Homeowners tend to live in their homes
longer, tend to keep their yards and homes in better conditions, and take action about
crime in their area. This is not always true for renters and their landlords.

These funds will be used for all eligible income levels, including those under 50% of the
median income.

Recipients of funds will receive the following amounts of financing to purchase the
home:

Under 50% of the median income  Up to half of the sales price
Under 120% of the median income Up to $20,000

Additional funds of up to $10,000 for those that are between 51-120% of the median
income shall be available to the following essential service workers: government
employees; School Board employees; other educational employees, including private
education and higher education; law enforcement personnel; active military and retirees;
and health care workers. It should be noted that eligible homebuyers will only receive
these funds if it is necessary to complete the purchase of the home.

Rehabilitation assistance will be in addition to the funds mentioned above, but under no
circumstances shall the NSP loan amount be more than 50% of the sales price. County
staff will manage the rehabilitation process, which will occur after the closing of the loan.



Rehabilitation is a much easier process if the families are not living in the home, so
clients will receive up to a $1,000 voluntary relocation benefit per month until the house
construction is completed if they live in another location during construction.

The funds that recipients will receive from the County are in the form of'a 0% loan. If the
recipient can afford payments immediately, a payment plan will be designed. If the client
cannot afford payments immediately, payments will be deferred for five years. Payments
can be up to 30 years.

To ensure affordability, homebuyer assistance will recapture all funds. Those funds will
be used for another NSP eligible project with an NSP eligible client.

In order to apply for these funds, applicants will apply through lenders that have signed
Cooperation Agreements with the County for its homebuyer programs. The lender will
underwrite the loan and see if the applicant is eligible for the program. When the lender
has approved the loan, the package will be sent to the County. County staff will make
sure that the client is eligible for the program. County staff will inspect the home and
make sure it meets the County Housing Rehabilitation Standards, and perform a visual
lead based paint assessment (if applicable), and have the paint tested, if necessary. At the
same time, the County will order an appraisal from its team of appraisers to make sure
that the sales price is acceptable according to the NSP requirements. The appraisal will be
also reviewed by the County’s Real Estate Division to make sure it meets all County and
Federal requirements.

If the applicant and the homes meet all NSP requirements, a loan closing will be
scheduled, and the County will begin the rehab process, if needed, to correct the
violations as noted from the inspection. Working with the homeowner, a work-write-up
will be prepared, and bid out to contractors approved by the County.

County staff will ensure that construction is done correctly, and approve payments along
with the homeowner.

All NSP homebuyers will receive 8 hours of counseling from a HUD approved
counseling agency, before obtaining a mortgage loan, which is an eligible expense under
this strategy.

Pasco County will ensure that the homebuyer obtains a mortgage loan from a lender who
agrees to comply with the bank regulators’ guidance for non-traditional mortgages (see,
Statement on Subprime Mortgage Lending issued by the Office of the Comptroller of the
Currency, Board of Governors of the Federal Reserve System, Federal Deposit Insurance
Corporation, Department of the Treasury, and National Credit Union Administration,
available at http://www.fdic.gov/regulations/laws/rules/5000-5160.html). Pasco County
will design its NSP programs to comply with this requirement and will document
compliance in the records for each homebuyer. Pasco County will not permit homebuyers
to obtain subprime mortgages for whom such mortgages are inappropriate, including
homebuyers who qualify for traditional mortgage loans.
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