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CONSOLIDATED PLAN

The Consolidated Plan is a collaborative process whereby a community establishes a unified
vision for community development actions. It offers local jurisdictions the opportunity to shape
the various housing and community development programs into effective, coordinated
neighborhood and community development strategies. It also creates the opportunity for
strategic planning and citizen participation to take place in a comprehensive context, and to
reduce duplication of effort at the local level.

The Consolidated Plan approach is also the means to meet the submission requirements for the
Community Development Block Grant (CDBG), HOME Investment Partnerships (HOME),
Emergency Shelter Grant (ESG), and Housing Opportunities for Persons with AIDS (HOPWA)
formula programs. This process replaces prior Community Planning and Development (CPD)
planning and submission requirements with a single document that satisfies the submission
requirements of the four CPD formula programs for local jurisdictions.

The statutes for the formula grant programs set forth three basic goals against which the plan and
the jurisdiction’s performance under the plan will be evaluated by the U.S. Department of
Housing and Urban Development (HUD). Each jurisdiction’s plan must state how it will pursue
these goals for all community development programs, as well as all housing programs. These
statutory program goals are:

DECENT HOUSING - - which includes:

assisting homeless persons obtain affordable housing;

assisting persons at risk of becoming homeless;

retaining the affordable housing stock;

increasing the availability of affordable permanent housing in standard condition to

low-income and moderate-income families, particularly to members of disadvantaged

minorities without discrimination on the basis of race, color, religion, sex, national
origin, familial status, or disability;

e increasing the supply of supportive housing which includes structural features and
services to enable persons with special needs (including persons with HIV/AIDS) to
live in dignity and independence; and

e providing affordable housing that is accessible to job opportunities.

A SUITABLE LIVING ENVIRONMENT - - which includes:

improving the safety and livability of neighborhoods;

eliminating blighting influences and the deterioration of property and facilities;
increasing access to quality public and private facilities and services;

reducing the isolation of income groups within areas through spatial de-concentration
of housing opportunities for lower income persons and the revitalization of
deteriorating neighborhoods;

e restoring and preserving properties of special historic, architectural, or aesthetic
value; and conserving energy resources and use of renewable energy sources.



EXPANDED ECONOMIC OPPORTUNITIES - - which includes:

e job creation and retention;

e establishment, stabilization and expansion of small businesses (including micro-
businesses);

e the provision of public services concerned with employment;

e the provision of jobs to low-income persons living in areas affected by those
programs and activities, or jobs resulting from carrying out activities under programs
covered by the plan;

¢ availability of mortgage financing for low-income persons at reasonable rates using
non-discriminatory lending practices;

e access to capital and credit for development activities that promote the long-term
economic and social viability of the community; and

e empowerment and self-sufficiency for low-income persons to reduce generational
poverty in federally assisted housing and public housing.

A complete consolidated plan contains information required by §91.200 through 8§91.230
submitted according to instructions prescribed by HUD (including tables and narratives), or in
such other format as jointly agreed upon by HUD and the jurisdiction. The complete
consolidated plan is due every three to five years no less than 45 days prior to the start of the
grantee’s program year start date. A summary of the citizen participation and consultation
process, the action plan, and the certifications must be submitted on an annual basis. HUD does
not accept plans between August 15 and November 15.
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2010-2015 HUD CONSOLIDATED PLAN

l.
A.

MANAGING THE PROCESS
CONSULTATION 91.200(b)

1.

Identify the lead agency or entity for overseeing the development of the plan and the
major public and private agencies responsible for administering programs covered by the
consolidated plan.

Identify agencies, groups, and organizations that participated in the process. This should
reflect consultation requirements regarding the following:

General §91.100 (a)(1) - Consult with public and private agencies that provide health
services, social and fair housing services (including those focusing on services to children,
elderly persons, persons with disabilities, persons with HIV/AIDS and their families,
homeless persons) during the preparation of the plan.

Homeless strategy §91.100 (a)(2) — Consult with public and private agencies that provide
assisted housing, health services, and social services to determine what resources are
available to address the needs of any persons that are chronically homeless.

Lead lead-based paint hazards 891.100 (a)(3) — Consult with State or local health and
child welfare agencies and examine existing data related to lead-based paint hazards and
poisonings.

Adjacent governments §91.100 (a)(4) -- Notify adjacent governments regarding priority
non-housing community development needs.

Metropolitan planning §91.100 (a)(5) -- Consult with adjacent units of general local
government, including local government agencies with metropolitan-wide planning
responsibilities, particularly for problems and solutions that go beyond a single
jurisdiction, i.e. transportation, workforce, etc.

HOPWA 891.100 (b) -- Largest city in EMSA consult broadly to develop metropolitan-
wide strategy for addressing needs of persons with HIV/AIDS and their families.

The City of Merced Housing Division was responsible for overseeing the development of the
2010 Consolidated Plan. The 2010 Consolidated Plan covers a five-year period, beginning on
July 1, 2010 and ending June 30, 2015. The City of Merced 2010 Consolidated Plan covers the
Community Development Block Grant (CDBG) funding and Home Investment Partnerships
Program (HOME) only. The City does not utilize Emergency Shelter Grant (ESG) or Housing
Opportunities for Persons with AIDS (HOPWA) funds.

The City consulted with surrounding entities and groups and agencies that participate in housing
developments and related efforts in the City including:

e The Housing Authority of the County of Merced

e Merced County Community Action Agency (Homeless Services)

8
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e Central Valley Coalition for Affordable Housing
e Merced County Human Services Agency

e Merced County Mental Health Department

e Merced County Area Agency on Aging

e Merced County Office of Education

e The Merced Family Lao Program

e Love INC.

e Sierra “Saving Grace”

e The Merced Center for Independent Living

e Merced County Environmental Health Division (Lead-based Paint Issues)

B. Citizen Participation 91.200 (b)

3. Based on the jurisdiction’s current citizen participation plan, provide a summary of the
citizen participation process used in the development of the consolidated plan. Include a
description of actions taken to encourage participation of all its residents, including the
following:

e low- and moderate-income residents where housing and community
development funds may be spent;

e minorities and non-English speaking persons, as well as persons with
disabilities;

e local and regional institutions and other organizations (including businesses,
developers, community and faith-based organizations);

e residents of public and assisted housing developments and recipients of tenant-
based assistance;

e residents of targeted revitalization areas.

4. Provide a description of the process used to allow citizens to review and submit
comments on the proposed consolidated plan, including how the plan (or a summary of
the plan) was published for review; the dates, times and locations of a public hearing,
or hearings; when and how notice was provided to citizens of the hearing(s); the dates
of the 30 day citizen comment period, and if technical assistance was provided to
groups developing proposals for funding assistance under the consolidated plan and
how this assistance was provided.

5. Provide a summary of citizen comments or views received on the plan and explain any
comments not accepted and reasons why these comments were not accepted.

*Please note that Citizen Comments and Responses may be included as additional files

Because the City of Merced is also in the process of updating our Housing Element, and there are
many areas that overlap between the Housing Element and the Consolidated Plan, we used the
Housing Element Task Force to address issues in both plans.

9
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The Task Force members represented a wide range of personal experience, incomes, special
needs and professional knowledge of the housing industry and housing availability in the City of
Merced and surrounding region. In addition to time devoted to workshop discussions and review
of the document as it was developing, they also provided a great deal of local insight to identify
needs and avenues of resolution.

represented were:

Members and organizations, groups, or interests they

Name Title Organization
Brenda Callahan- Merced County Community Action
Johnson CEO Agency
Brett Baker Building Industry Association (BIA)
Carole McCoy Planning Commissioner City of Merced Planning Commission
Christie Merced County Office of Education,
Hendricks Coordinator Child Care Support Services
Central Valley Coalition for Affordable
Chris Alley CEO Housing
Asst Vice Chancellor of Human
Freya Foley Resources UC Merced
Gina Thexton Director of Housing Programs Housing Authority of Merced County
Greg Bradford Developer Envision Homes

Leslie Santos

Dir. Of Hsng & Res Life

UC Merced

Research & Communications

Lila Mclver Specialist Great Valley Center

Maria Nava Program Director Merced County Agency on Aging

Mary Ward Planning Commissioner City of Merced Planning Commission

Michele

Woodburn CEO The Independence Resource
Milt Mc Dowell citizen

Paul Thao Merced Lao Family Community
Rennise Ferrario Executive Director Housing Authority of Merced County

Tamala Fields Manager Center for Independent Living

Theresa Langford

Alternate for Greg Bradford

Envision Homes

In addition, consultation was sought from City residents who would directly benefit from the
various grant programs addressed in this Consolidated Plan. The Plan was circulated for a 30-
day public review period from April 20, 2010, to May 20, 2010. Three separate public input
workshops were conducted. Two of these were held in Central Merced and one South Merced.
These are the areas where the majority of the qualified Census Tracts are located. These
meetings were held March 22, 23, and April 7, 2010. All workshops, meetings, hearings, and
review periods were noticed in the Merced Sun-Star and were conducted in accordance with the
Citizen Participation Plan as adopted by the Merced City Council. In addition to the required
public notices, the City ran a special article in the Merced Sun-Star on April 2, 2010 to provide
further notice. An official public hearing before the City Council was held on May 3, 2010.
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Citizen Comments:

No written comments were received. The City received several inquiries on the homebuyer’s
and owner-occupied rehab/reconstruction programs. Throughout the year, the public has also
emphasized the needs for development of affordable rental housing, neighborhood stabilization,
and public facilities needs. We had also inquiries on how the funding process worked and what
types of programs could be funded using CDBG and HOME funds. No other comments were
provided regarding the plan.
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11. HOUSING AND HOMELESS NEEDS
A. HousING NEEDS 91.205

*If not wusing the CPMP Tool: Complete and submit CHAS Table from:
http://socds.huduser.org/scripts/odbic.exe/chas/index.htm
*If using the CPMP Tool: Complete and submit the Needs/Housing Table

6. In this narrative, describe the estimated housing needs projected for the next five year
period for the following categories of persons: extremely low-income, low-income,
moderate-income, and middle-income families, renters and owners, elderly persons,
persons with disabilities, including persons with HIV/AIDS and their families, single
persons, large families, public housing residents, victims of domestic violence, families
on the public housing and section 8 tenant-based waiting list, and discuss specific housing
problems, including: cost-burden, severe cost- burden, substandard housing, and
overcrowding (especially large families) and substandard conditions being experienced by
extremely low-income, low-income, moderate-income, and middle-income renters and
owners compare to the jurisdiction as a whole The jurisdiction must define the terms
“substandard condition” and “substandard condition but suitable for rehabilitation.”

7. To the extent that any racial or ethnic group has a disproportionately greater need for any
income category in comparison to the needs of that category as a whole, the jurisdiction
must provide an assessment of that specific need. For this purpose, disproportionately
greater need exists when the percentage of persons in a category of need who are
members of a particular racial or ethnic group is at least ten percentage points higher than
the percentage of persons in the category as a whole.

Housing Needs by Income Category:

The best available data regarding Merced’s five-year housing needs comes from the Regional
Housing Needs Assessment (RHNA) as determined by the California Department of Housing
and Community Development (HCD). The RHNA determines the number of housing needed for
the population as of 2007, as well as that needed for future growth through 2014. HCD provides
an estimate for the entire Merced County region. The Merced County Association of
Governments (MCAG) then calculates the housing need for each city and the unincorporated
county areas. These calculations are based on several factors affecting housing in each
jurisdiction.

Although these projections only extend to 2014 and the Consolidated Plan covers the period
through Fiscal Year 2015, the City does not anticipate the housing needs to very significantly
between 2014 and 2015. The total new housing units needed to adequately house Merced’s

projected population in unit that is affordable, in good (habitable) condition, and not over
crowded is 3,076.

These allocations are determined for several income categories, including very low, low,
moderate, and above moderate-income levels. According to the City’s Draft Housing Element, it
is safe to assume 50 percent of the allocation for very low-income households can be allocated to
extremely low-income households. In this case, the allocation for very low-income households
is 918. Therefore, 459 of those units would be for extremely low-income households.
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Figure 1 below provides the allocations for the different groups for the period from 2007 to
2014.

Figure 1
Regional Housing Needs Assessment (RHNA)

Income Group Number | Percent
Very Low 918 23.0
Low 574 17.0
Moderate 540 19.0
Above Moderate 1,044 41.0
Total 3,076 100.0

As previously stated, this is the best information the City has to use to determine housing needs.
However, the recently updated Analysis of Impediments (Al) points out that the number
determined by MCAG is much less than the estimate provided by the California Department of
Finance.

The Analysis of Impediments raises a concern with the method of calculation used by MCAG in
determining the needs for each jurisdiction. The Al points out that the same percentage
allocation of units by income group is applied to every city and the county. Based on the 2000
Census data, the Al finds that this method of calculation does not accurately represent the needs
for very low and low-income housing. The Al concludes that the method of calculation done by
MCAG significantly undercounts the needs of Merced’s very low and low-income households.

While the needs of low and very low-income households may be undercounted, the number of
housing units gained in the City of Merced over the last several years is significant. From April
2000 to June 2009, 6,022 units were constructed in the City of Merced (City of Merced Building
Permits). In addition, according to the City of Merced Draft Housing Element, the inventory of
vacant parcels available for residential units is 2,768.9 acres. With this inventory, the overall
number of housing units could easily be constructed. This, however, does not guarantee that
affordable housing would be constructed.

Housing by Household Type:

The number of housing units in Merced grew dramatically over the last 10 years. However, the
number of owner-occupied housing units has not grown concurrently with the housing supply.
In 2000, only 46.5 percent of Merced’s households lived in owner-occupied housing units. A
clear majority of housing units, 53.5 percent, were occupied by renters. As the number of
housing units increased, the number of owner-occupied housing units seemed to decrease. By
2007, the percentage of rental housing had increased to 61.3 percent and owner-occupied
housing had decreased to just 38.7 percent (2007 American Community Survey). This trend can
in part be contributed to the high cost of housing over the last several years. For many, home
ownership was simply out of reach. Figure 2 on the next page shows the comparison of owner-
occupied units versus renter-occupied units for Merced, the state, and the nation for 2000 and
2007.
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Figure 2
Comparative Percentage of Owner-Occupied
and Renter-Occupied Housing Units
Merced - California - U.S.A.
Owner-Occupied Renter-Occupied
2000 2007 2000 2007
Merced 46.5% 38.7% 53.5% 61.3%
California 56.9% 58.0% 43.1% 42.0%
U.S.A 66.2% 67.2% 33.8% 32.8%

Source: 2000 U.S. Census; 2007 ACS 1-Year Estimates

B. HoMELESs NEEDS 91.205 (c)

*Refer to the Homeless Needs Table 1A or the CPMP Tool’s Needs.xls workbook.

8. Homeless Needs—The jurisdiction must provide a concise summary of the nature and
extent of homelessness in the jurisdiction, (including rural homelessness and chronic
homelessness where applicable), addressing separately the need for facilities and
services for homeless persons and homeless families with children, both sheltered and
unsheltered, and homeless subpopulations, in accordance with Table 1A. The
summary must include the characteristics and needs of low-income individuals and
children, (especially extremely low-income) who are currently housed but are at
imminent risk of either residing in shelters or becoming unsheltered.

9. Describe, to the extent information is available, the nature and extent of homelessness
by racial and ethnic group. A quantitative analysis is not required. If a jurisdiction
provides estimates of the at-risk population(s), it should also include a description of
the operational definition of the at-risk group and the methodology used to generate the

The “Point-in-Time” count taken in January 2009, revealed there were 372 homeless persons
County-wide. Figure 3 below documents the number who are sheltered and unsheltered.
documents 372 persons homeless on the streets, in emergency shelters and transitional housing
for the homeless facilities. It also shows the distribution of indivuals in the different sub-
populations.

Figure 3

Sheltered Unsheltered Total
Chronically Homeless
(Federal Definition) 21 30 51
Severely Mentally llI 62 24 86
Chronic Substance Abuse 88 46 134
Veterans 9 13 22
Persons with HIV/AIDS 3 0 3
Victims of Domestic Violence 30 15 45
Unaccompanied Youth (under 18) 0 0 0
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In addition to individuals who are homeless, there are also families who are homeless.
According to the 2009 Continuum of Care (CoC), there were a total of 10 households with
dependent children who are homeless. Nine of these families are in a shelter and one is in
transitional housing.

In an effort to help homeless persons make the transition to permanent housing and independent
living, the CoC provides services through several agencies. The Community Social Model
Advocates Program houses up to 76 people and brings them through a substance abuse recovery
program over the course of 18 months. The Rescue Mission offers a year-long transitional
housing program including job training, life skills management, etc. to 21 adults. Mental Health
houses up to six mentally ill adults and provides life skills training, counseling, etc. until the
adults are able to move into permanent housing. Community Action Agency provides life skills
training, employment assistance, etc. to 24 people through their New Hope House. Meanwhile,
most CoC agencies help the homeless get connected with mainstream resources such as TANF,
SSI, SSDI, food stamps and other services. The Merced County Housing Authority also
provides hotel vouchers and referrals for other assistance.

Recently, the City of Merced was awarded $515,203 for the Homeless Prevention and Rapid Re-
Housing Program (HPRP). This program is focused on housing for homeless and at-risk
households. It will provide temporary financial assistance and housing relocation and
stabilization services to individuals and families who are homeless or would be homeless but for
this assistance. The City has distributed these funds to the Continuum of Care agencies
providing homeless services within the City of Merced.

Because of the high rates of poverty and unemployment within the City of Merced, there are a
number of households that are at-risk of losing their home. According to the 2007 American
Community Survey (ACS) estimates, 26.3 percent of the overall city population lives in poverty.
Many have dependents under the age of 18. The ACS estimates 32.3 percent of the families
living in poverty have dependents under the age of 18 and 40 percent have children under the age
of 5. A large number of these households are female-headed households.

Comprehensive Housing Affordability Strategy (CHAS) data shows that 66.2 percent of the
families make less than or equal to 30 percent of the Median Family Income (MFI) have a
housing cost burden greater than 50% of their income. With such a large housing burden and
small income, many of these households may be at risk of losing their homeless.

C. NON-HOMELESS SPECIAL NEEDS 91.205 (d) INCLUDING HOPWA

*Please also refer to the Non-homeless Special Needs Tables 1A & 1B or, in the CPMP Tool,
the Needs.xls workbook.

10. Estimate, to the extent practicable, the number of persons in various subpopulations
that are not homeless but may require housing or supportive services, including the
elderly, frail elderly, persons with disabilities (mental, physical, developmental,
persons with HIV/AIDS and their families), persons with alcohol or other drug
addiction, victims of domestic violence, public housing residents, and any other
categories the jurisdiction may specify and describe their supportive housing needs.
The jurisdiction can use the Non-Homeless Special Needs Table (Table 1B or
Needs.xls in CPMP Tool) of their Consolidated Plan to help identify these needs.

*Note: HOPWA recipients must identify the size and characteristics of the population

with HIV/AIDS and their families that will be served in the metropolitan area.
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Within Merced’s general population there are several subpopulations with special housing
needs. Housing for this segment of the population is not only affected by the low-income of
many in this category, but also by their special needs. It is often difficult to find housing
that is affordable and is suitable for their special needs. This subpopulations consists of
several different groups as listed below:

e Elderly Households

e Female-Headed Households

e Disabled Households

e Persons with Alcohol and/or other Drug Additions
e Persons with AIDS and other related illnesses

e Victims of Domestic Violence

e Large Family Households

e Households with Disproportionate Needs

e Farm workers

Elderly:

According to the 2000 Census data, 220 elderly or frail individuals were receiving supportive
housing services in a private nursing home. The 2006-2008 American Community Survey
estimates, 8.6 percent of the overall population in the City of Merced is age 65 or older. Of those
individuals, 1,716 are still living alone. Of those individuals who are 65 or older, 555 are living
in group-quarters.

There are five nursing homes in Merced providing 446 beds. In addition to traditional nursing
homes, Merced also has two assisted-living facilities providing 177 units. There are also a
number of residential care facilities providing care and housing for the elderly and frail. We
have 33 licensed facilities providing care for six people on average, providing approximately 198
additional units for the elderly or frail population. Based on the number of individuals reported
to be living in group-quarters, Merced appears to have enough housing for the elderly needing
some form of assisted living.

The Housing Authority of the County of Merced (HACM) is the primary provider of affordable
housing for elderly individuals not requiring special assistance. It is estimated that the existing
housing facilities provided by HACM will be adequate to address the housing needs of the
elderly not needing special assistance within the next five years.

Female-Headed Households:

Because women typically earn less than men, it is sometimes difficult for female-headed
households to provide decent housing for their families. According to 2009 US Department of
Labor Statistics, men earn, on average, 23 percent more than women. The high unemployment
rate in Merced (22.1 percent in March 2009), adds to the difficulties females with families have
in obtaining decent jobs to provide for their families.

In 2000, 43.2% of all female-headed households in Merced were below the poverty level,
compared to 25% in California, and 26.5% nationally. Poverty levels for female-headed families
with children in Merced were also one and a half times the State and national levels. By 2007,
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the picture had worsened with 45.4% of all female-headed families in Merced living below the
poverty line, even as the percentage declined State wide to 23.9%. And for female-headed
families with children the percentages rose to 53% for those with children under 18, and an
astronomical 79.8% for those with children under 5 years of age. The corresponding state-wide
percentages were 31.8% and 37.8%, respectively. (Source: 2009 Analysis of Impediments)

American Community Survey (ACS) one-year estimates show the poverty statistics for female-
headed families with children comprise a much larger component of the total population in
Merced than they do in California or nation-wide.  Female-headed families with children
represent 21.7% of all families in Merced, almost double the percentages for the State (10.7%)
and the U.S. (11.1%).

Based on 2008 estimates, forty-one percent of the 201 housing units receiving public housing
support in Merced are female-headed households with children. Fifty-two percent of the 1,910
households in the Housing Choice Voucher Program are female-headed households with
children. This equates to 1,075 female-headed households (22 percent) living in subsidized
housing. Female-headed households with a family make up 20.9 percent of the total number of
households receiving some type of public assistance.

Persons with Mental IlIness

Housing services for people with mental illnesses are coordinated and provided by the Merced
County Department of Mental Health. The Health Department operates Project Home Start,
which provides permanent supportive housing to four chronically homeless, mental health
clients. This program, which was implemented in 2007, has been very successful.

The Department estimates that there are approximately 400 people in the County with some
degree of mental illness who are in need of supportive housing service. The Mental Health
Department remains committed to working with homeless, mentally ill adults to transition into
stable, productive and meaningful lives. They have several programs that assist the mentally ill
with transitioning into the community. Although not all of them deal directly with providing
housing, the ultimate goal is to insure that the mentally ill don’t end up being homeless. It is
estimated that there is an adequate amount of existing facilities within the City to serve this
population.

The State of California has removed any City discretion for review of small group homes (six or
fewer residents), and the City does not impose any additional zoning, building code, or
permitting procedures other than those allowed by state law. Additionally, large group homes
(over 6 residents) for the mentally disabled are allowed as a conditional use in all of the
residential zones in Merced. There are no residential zones in Merced that inhibit the
development and/or improvement of housing for persons with disabilities.

Persons with Other Disabilities:

According to the 2000 Census, there are 12,717 people in the City of Merced with some type of
disability. The Census Data does not specify the type of disability or the housing characteristics
of the disabled population other than this number is not institutionalized. Therefore, no needs
have been identified. However, the City is committed to working with private and non-profit
developers to finance, design, and construct housing to meet these special needs.
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In accordance with recently enacted legislation (Chapter 671, Statutes of 2001), the City must
demonstrate efforts to remove governmental constraints on housing for persons with disabilities,
such as accommodating procedures for the approval of group homes, ADA retrofit efforts, and
evaluation of the zoning code for ADA compliance or other measures that provide flexibility in
the development of housing for persons with disabilities. New programs included in this update
address this issue pursuant to local compliance to state law.

The City complies with the provisions of SB520 by following California’s accessibility laws that
require the following for multi-family residential developments:

= Multi-family developments containing 4-20 units only require that all of their ground
floor units are adaptable (interior modifications) and meet accessibility requirements.

=  Multi-family developments containing greater than 20 units require that 2 percent of the
total units are adaptable and the remainder of the units is accessible.

Single-family residential developments are exempt from accessibility requirements, but
accessibility features for a single-family home may be added at the request of a homeowner.

In 2009, the City adopted a Reasonable Accommodation Ordinance which will ensure that
reasonable accommodations are made for persons with disabilities. To date, these situations
have been handled on a case-by-case basis by the Director of Development Services and/or the
Chief Building Official. No special fees are associated with such requests and they are
administratively approved within the scope of the Director’s discretion under the zoning
ordinance or building code. (The zoning code also gives the Director discretion to waive any
fees “where good cause appears.”)

Individuals with disabilities can telephone, send an e-mail, write a letter, stop by City offices, or
appear at a Planning Commission or City Council meeting to request reasonable accommodation
from City requirements due to a disability. Such requests will be heard by the Director of
Development Services and/or the Chief Building Official within 2 weeks and be administratively
approved. If the accommodation is outside the Director’s discretion under the Zoning or
Building Code, staff will provide expedited review in order to get to the application before the
Planning Commission, City Council, or Board of Zoning Adjustment (for a variance) within 30
to 45 days. The City believes that its permit processes are relatively simple and expeditious and
do not constitute a constraint to reasonable accommodations for persons with disabilities.

Persons with Alcohol and/or Other Drug Addiction:

Housing services for people with drug and alcohol dependencies are also coordinated through the
County Department of Mental Health. There are no current estimates available regarding the
total number of persons residing in the City who suffer from such addictions. The County
Department of Mental Health has indicated that its two existing residential recovery centers are
often full. However, the Department works with other service providers to fill the void.
Therefore, the Department is currently meeting the housing needs of these persons and will
continue to do so for the foreseeable future.
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Persons with AIDS and Related Diseases:

Housing services for people with AIDS and related diseases are currently provided by the
Merced County Community Action Agency. The Agency currently provides housing placement
and eviction prevention for persons with HIV/AIDS. They typically provide help to
approximately 14 people per year equally approximately $40,000 in assistance. The Agency
receives HOPWA funds from HUD to provide these services. The City is committed to assisting
the agency with obtaining continued funding for these services in any way possible.

Victims of Domestic Violence:

Housing services for domestic violence are provided by The Valley Crises Center, a private
service organization. The City is committed to assisting with the promotion and development of
housing facilities should they be requested in the future. The City recognizes that it is critical
that successful transitional housing programs provide a wide range of flexible and optional
services that reflect the differences and individual needs of battered women and their children (or
individually), and that allows victims to choose the course of action that is best for them.
Through coordination with non-profit groups that serve these victims, the City supports efforts to
seek funding for such programs.

Large Families/Overcrowding:

According to ACS estimates (2006 to 2008), Merced has 4,280 households with 5 or more
people. This is equal to 18 percent of all households within the City of Merced. Of this number
1,133 live below poverty level.

The number of large family households in Merced can somewhat be contributed to the ethnic
makeup of the City. There is a large population of Hispanic and Hmong and Lao Asian families.
Both of these groups typically have larger than average households. Although the number of
dwellings with 4 or more bedrooms has increased over the last few years, there are still a number
of these families living in over-crowded situations. ACS estimates show 4,962 housing units
with 4 or more bedrooms. This represents 19 percent of the total number of housing units in
Merced. Data also shows that almost 35 percent of Merced’s households have 4 or more persons
living in them.

In 2,000, the number of households identified as living in over-crowded conditions equaled 20.2
percent of the total occupied housing units and more than 12 percent were severely overcrowded.
Overcrowding is most severe among Hispanic and Asian families. Over 63 percent of Asian
families and 37 percent of Hispanic families live in over-crowded conditions.

The City’s 2009 Analysis of Impediments to Fair Housing (Al) shows that the majority of large
families live in rental housing. In 2007, 61.3 percent of large families lived in rental units. In
2000, the percentage of dwelling units in Merced with 5 or more rooms was 52.7 percent of the
total number of housing units, with the median number of rooms per dwelling at 4.6. These
figures were considerably below those for both California and the nation as a whole. By 2007,
Merced had essentially drawn even with the State’s figures in these categories, but still lagged
behind the national average. This increase can in part be attributed to the development of three
large rental housing projects, whose development was supported in a variety of ways with
government assistance. The developments added more than 430 units of affordable 3 and 4
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bedroom housing units to the City’s rental housing stock since 2004. These are The Grove,
Sunnyside, and Sunny View apartment complexes.

Figure 4 below shows the ratio of the comparison of Housing Units with 5 or more units in
Merced, the State, and nationally based on the 2000 Census and the 2007 American Community
Survey 2007 estimates.

Figure 4
Percentage of Housing Units With
Five or More Rooms in Merced, in California, in United States
2000 2007
Entities Percentage Median Percentage Median
# of Rooms # of Rooms

Merced 52.7% 4.6 61.8% 5.0

California 56.1% 4.8 61.5% 5.0

US.A 67.2% 5.3 69.4% 5.4

Source: 2000 U.S. Census; 2007 American Community Survey

Disproportionate Needs:

An ethnic group is determined to have a disproportionate need when the average need of the
group is 10 percent greater than what is considered average for the City.

As can be seen from the tables below, the following groups exhibit disproportionate needs when
compared to the City as a whole Household Adjusted Median Family Income (HAMFI):

¢ Minority Owners in all income categories.
. Black Owners with incomes between 0-30% of HAMFI.
. Hispanic Owners with incomes between 0-30% of HAMFI.

For the Asian/Pacific Islanders as well as the American Indians/Eskimos and Aleutian groups,
extensive housing needs data is not available. However, it can be determined that of the 7,457
Asians living in the City of Merced, 28 percent lived in what is considered below poverty level
(ACS 2006 to 2008 estimates). The other 72 percent lived at or above poverty level. Based on
the number of households living below or at poverty level, it is safe to assume many of them
have housing problems consisting of either the cost burden for housing, over-crowding, or
substandard housing.

Figure 5
Percent of Renter Households with Any Housing Problems

All Renters All Minority Black Renters Hispanic

Renters Renters
Total 60.3 68.0 66.0 66.9
0-30% of MFI 89.7 91.8 88.4 91.0
31-50% of MFI 90.0 87.7 91.7 86.4
51-80% of MFI 57.8 63.3 52.8 60.8

Source: CHAS (2000 Data)
MFI = Median Family Income
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Figure 6
Percent of Owner Households with Any Housing Problems

All Owners All Minority Black Owners Hispanic

Owners Owners
Total 35.1 54.1 341 43.0
0-30% of MFI 80.8 75.1 100.0 94.5
31-50% of MFI 67.7 77.4 48.8 46.5
51-80% of MFI 62.7 79.4 42.0 53.9

Source: CHAS (2000 Data)
MFI = Median Family Income

Farm Workers:

The farm worker population experiences a distinct set of issues contributing to housing
challenges, including seasonal income fluctuations, very low incomes, and a severe deterioration
of existing housing stock. Among the farm worker population, there are several different groups
- each with its own housing problems.

Farm worker characteristics are difficult to determine due to a lack of data regarding farm
workers. This deficiency is caused by several contributing factors, potentially including limited
English speaking abilities, low educational attainment levels, and a distrust of government
agencies, including those who work for the Census Bureau.

In 2000, agricultural employment in the City of Merced accounted for 4.4 percent of the total
workers in the farming industry. According to the Merced County Association of Government’s
(MCAG) Regional Housing Needs Plan, assuming that farm workers’ assisted housing need is
equal to their proportion of the labor force, it can be estimated that 163 assisted housing units are
currently needed. Based on that estimate, that need is assumed to be met considering the 255
units offered by the Housing Authority which are reserved for farm workers only.

Given that the farm worker housing units are operated by a non-City government agency, the
City has not identified a need for any funding to meet the facility's needs at this time. However,
if the County Housing Authority does identify a need for additional funding in the future, the
City is committed to promoting and assisting with the acquisition of such funding.

D. LEAD-BASED PAINT 91.205 (e)

11. Estimate the number of housing units* that contain lead-based paint hazards, as
defined in section 1004 of the Residential Lead-Based Paint Hazard Reduction Act of
1992, and are occupied by extremely low-income, low-income, and moderate-income
families.

*If using the CPMP Tool, this number can be provided on the Housing Needs Table in the

The City has not conducted any recent surveys on the number of housing units with lead-based
paint existing within the City of Merced. In checking with the Merced County Environmental
Health, they have done any recent surveys and do not have any current information either.
Therefore, the information provided is from a survey in done in 1995. The results of that survey
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estimated that over 8000 housing units in the City occupied by low or very low-income
households contained lead-based paint hazards (based on the methodology approved by the HUD
Office of Lead-Based Paint Abatement and Poisoning Prevention). These households are at the
highest risk for lead-based paint hazards. Although accurate statistics are not available, it is
likely that many of these homes are in South Merced, where there is a concentration of families
in poverty and substandard housing, two factors that are often correlated with the incidence of
lead poisoning. These numbers may be high given the fact that there were only 9,310 units total
in Central and South Merced, where the highest concentrations of low and moderate-income
residents lived, in 1980. A rule of thumb used by many communities is that 80 percent of homes
built before 1979, could have lead-based paint hazards. Using this rule, approximately 7,448 of
these units could have such hazards.

Prior to beginning a project, and based on the date of construction, the Housing Program
determines if there is a need for a home to be tested for lead. If it is determined that testing is
needed, all testing is conducted by a certified lead consultant. If lead is found, a certified lead
abatement contractor is hired to remove the lead from the home to insure the safety of the
occupants. Over the last five years, the City has abated 14 houses with lead-based paint or other
materials containing lead. This policy to test and abate any health threats from lead-based paints
or other materials containing lead will remain in place over the course of this plan and is
expected to remain as long as needed.
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111. HOUSING MARKET ANALYSIS
A. HOUSING MARKET ANALYSIS 91.210

Refer to the Housing Market Analysis Table in the Needs.xls workbook

12. Based on information available to the jurisdiction, describe the significant
characteristics of the housing market in terms of supply, demand, condition, and the
cost of housing; the housing stock available to serve persons with disabilities; and to
serve persons with HIV/AIDS and their families.

13. Provide an estimate; to the extent information is available, of the number of vacant or
abandoned buildings and whether units in these buildings are suitable for rehabilitation.

The increase in housing prices from 2000 to 2007 was record-breaking. Statewide trends in
housing prices and speculation associated with the opening of UC Merced in 2005, helped drive
the substantial increase in housing prices in Merced and the surrounding county.

U.S. Census data indicates the median value for a Specified Owner-Occupied Unit in 2000 in
Merced was $106,400. By the third quarter of 2005, the median-priced home cost $350,000,
with only 2.5 percent of the households able to afford that median priced home - making Merced
County the second least affordable metropolitan area in the entire United States.  Housing
prices peaked in the second quarter of 2006 when the median-priced home in Merced County
cost $376,000 (National Home Builder’s Association and Wells Fargo — CNN Money).

By the first quarter of 2009, the median housing price had plummeted to $119,000, with 81
percent of the households in the county now able to afford a median priced home. By June 2009,
the median price for housing in Merced was $110,000-almost the same levels that existed in
2000. (MDS DataQuick; Modesto Bee, July 17, 2009).

Because of the substantial drop in housing prices in Merced and Merced County since the peak
of the real estate boom, housing is substantially more affordable to wide segments of the
community-with the median priced home affordable to 81 percent of the households
(NAHB/Wells Fargo Housing Opportunity Index). However, due to the economic situation,
there is very little money available for lending.

Like most of the rest of the country, since 2004 Merced has gone through a cycle of unbridled
mortgage lending, marked by unusually high numbers of sub-prime loans, followed by a general
deterioration in the housing market, as innumerable lenders went under, and the loans they had
made went bad. The only difference was that these trends were more pronounced in Merced.

Information found in the 2009 Analysis of Impediments shows an examination of just 3 years of
Home Mortgage Disclosure Act (“HMDA?”) data for Merced will serve to accurately reflect what
has happened, both nationally and in the Merced mortgage market, in recent years. 2005 and
2006 represent peak years for the mortgage lending frenzy. The sheer number of mortgage loans
made during this 2-year period, well in excess of 8,000, in a City of between 9,000 and 10,000
owner-occupied housing units, is staggering. By 2007, however, the mortgage market was in the
throes of a retreat that was to last to the present time. The early part of 2007 saw the first lender
failures, and as the year went on, fewer and fewer loans were being made, even to qualified
borrowers. Lending standards tightened as the market contracted.
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In 2005 the HMDA data shows that, out of 9,220 applications, City-wide, 4,699 loans were
made, a loan to application ratio of 51%. A total of 1,772 applications (19.2%) were denied. In
2006 there were 7,485 applications, resulting in 3,537 loans, a 47.3% loan to application ratio.
There were 1,682 loan denials, comprising 22.5% of all applications. Of all mortgage loans
made in 2005 and 2006, almost a third, 30.2%, were sub-prime loans.

The foreclosure crisis has hit Merced dramatically. Merced has been ranked at the top in the
number of foreclosures nationwide. RealtyTrac, the online marketplace for foreclosure
properties, reported in July 2008 that that the City of Merced had the second highest foreclosure
rate in the country, with one in every 73 homes receiving a foreclosure filing in just one month.
This figure was 7 times the national average. According to HUD data of October 2008 and other
foreclosure data the City had an estimated 12.3 percent foreclosure rate, almost twice the 6.7
percent rate for California. According to RealtyTrac 8,389 properties received foreclosure filing
in 2009 in Merced County, which was slightly up from 8,291 filing in 2008. U.S. News and
World Report in an article on top 10 underwater housing markets, ranked Merced, CA as the
number 2 underwater housing market in the nation. Merced is also ranked at the top in the
overall decline of housing values. Data from Zillow.com, the national on-line real estate
valuation site, estimated that the average home value in Merced was $123,796 in May 2009,
down from a peak of $340,000 in early 2006. Zillow estimated that the average home had
declined in value $49,069 in the past 12 months.

The homeownership crisis is not the only dilemma facing the residents of Merced. With the
dramatic decline in housing values, many homeowners are finding themselves “underwater”,
meaning they are in a position of negative equity, owing more on their mortgage than their home
is currently worth. Although there are no exact numbers showing the number of “underwater”
mortgages in Merced, based on all other factors, it is safe to assume that the percentage of
homeowners in Merced who are underwater is undoubtedly far higher than the national average
of 20 percent. Recent reports indicate other cities in the Central Valley, namely Modesto and
Stockton, have a 50 percent rate of homeowners underwater. As explained in the Analysis of
Impediments, cities with high levels of homeowners underwater face a double-edged sword.
First, homeowners with negative equity have fewer options if they take financial shocks such as
divorce, job loss, or medical bills, making foreclosure more likely. Second, high levels of
negative equity make it much harder for housing markets to revive, because it makes it harder to
sell. Underwater homeowners either must bring cash to the table in order to pay off the balance
owed on the loan not covered by the sales price, or they must get their lender to agree to a “short
sale” and have the lender forgive the unpaid balance. This places additional downward pressure
on area-wide housing prices as defaults increase and add supply to the market.

One of the greatest reasons many residents in Merced are unable to afford a home, even at the
lower costs the City is experiencing, is the lack of jobs and the high unemployment rate.
Currently, the unemployment rate is very high in Merced (22.1 percent in March 2010), leaving
many without jobs and unable to afford a home. The City is actively pursuing companies and
industries to provide more jobs in the City. Plans are under way to reduce some of the fees paid
for new construction in hopes that this reduction in fees will help to spur new development, and
in turn, new jobs.

No segment of the population has been immune to the housing crisis and high unemployment.
This includes those with special needs. Although the number of overall housing units available
has increased, the number of other supportive housing specifically identified for persons with
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disabilities, or with AIDS or other related illnesses has not necessarily increased. Many of the
housing units available could easily be modified to meet specific needs, but very few, if any, of
the newly constructed single-family dwelling units meet those needs. Multi-family dwelling
units, however, must meet all code requirements including the ratio of handicap accessible
dwelling units.

Units at Risk of Converting to Market Rate:

There are five projects in Merced containing a total of 340 affordable housing units. These units
are Merced Commons | and II, Merced Gardens, Merced Meadows, and Merced West Manor.
These projects were developed with federal interest rate and rental subsidies. In exchange for the
subsidies, the project developers agreed to retain rental rates affordable to lower income
households for a specified number of years.

The potential loss of existing affordable housing units is an important issue to the City due to
displacement of lower-income tenants and the limited alternative housing for such persons. It is
typically less expensive to preserve the affordability of these units than to subsidize construction
of new affordable units due to the inflation of land and construction costs which has occurred
since the original development of these projects. The Merced Commons | and Il Apartments,
containing 147 affordable units, is under contract through the year 2020 and 2011 respectively.

B. PuBLIC AND AsSISTED HOUSING 91.210 (b)

14. In cooperation with the public housing agency or agencies located within its boundaries,
describe the needs of public housing, including

a. the number of public housing units in the jurisdiction,

b. the physical condition of such units,

c. the restoration and revitalization needs of public housing projects within the
jurisdiction,

d. the number of families on public housing and tenant-based waiting lists and

e. results from the Section 504 needs assessment of public housing projects located
within its boundaries (i.e. assessment of needs of tenants and applicants on
waiting list for accessible units as required by 24 CFR 8.25).

The jurisdiction can use the optional Priority Public Housing Needs Table of the Consolidated
Plan to identify priority public housing needs to assist in this process.

15. Describe the number and targeting (income level and type of household served) of units
currently assisted by local, state, or federally funded programs, and an assessment of
whether any such units are expected to be lost from the assisted housing inventory for
any reason, (i.e. expiration of Section 8 contracts).

Section 8 (Housing Choice Voucher) Assistance and Public Housing:

Section 8 Rental VVoucher Programs, along with public housing programs in the City of Merced,
are operated by the Housing Authority of the County of Merced (HACM). The HACM
administered 251 conventional public housing units within the City limits in 2005. According to
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HACM, they now have 477 units owned by HACM and leased to low to moderate income
families in Merced.

The City recently approved a Conditional Use Permit for the Housing Authority to demolish a
number of older rental units and reconstruct 122 townhouses that will be offered for sale to low
and moderate-income families. In 2009, 39 of these units were demolished to make way for
construction. However, due to the current economy and funding issues, the project has been
delayed. All tenants within the existing rental units have been re-located.

The Housing Authority also administers the Housing Choice Voucher program (Section 8). In
2010, they reported issuing 1,911 vouchers to families in the City of Merced. This is a 29
percent reduction from 2005. Due to changes in HUD regulations on the Section 8 vouchers
funding, HACM now receives funding based strictly on a budgeted dollar amount. At the same
time, because of the current economy and high unemployment, the average housing assistance
payment (HAP) amount paid out has increased. The end result is that the HACM is able to
provide a higher amount of housing assistance for each family, but they are able to provide
assistance to fewer families.

The City will continue to work to preserve existing affordable housing. The City will also
continue to work with HACM to preserve and increase the Authority’s stock of conventional
public housing. The loss of 39 units of HACM housing to demolition, without any apparent
replacement units in the picture, is not a promising development. To help with this shortage, the
City may consider using some of its Federal, State, or local rehabilitation and reconstruction
resources to assist HACM in providing more affordable units within the City. In addition, the
City and HACM will continue to look for other funding sources to help provide more affordable
housing, including asking HUD for a larger allocation of vouchers to meet the burgeoning need
for rental subsidies in the City.

C. HOMELESS INVENTORY 91.210 (c)

16. The jurisdiction shall provide a concise summary of the existing facilities and services
(including a brief inventory) that assist homeless persons and families with children
and subpopulations identified in Table 1A or in the CPMP Tool Needs Table. These
include outreach and assessment, emergency shelters and services, transitional
housing, permanent supportive housing, access to permanent housing, and activities to
prevent low-income individuals and families with children (especially extremely
low-income) from becoming homeless. This inventory of facilities should include (to
the extent it is available to the jurisdiction) an estimate of the percentage or number of
beds and supportive services programs that are serving people that are chronically
homeless.

The jurisdiction can use the optional Continuum of Care Housing Activity Chart and
Service Activity Chart to meet this requirement.

The following table (Figure 7) contains the shelters available to the homeless. Most of these
facilities, however, are under-utilized. Many of the homeless refuse to use the facilities because
of the rules in place at the facilities such as not being allowed to keep animals with them (some
shelters provide a kennel area). Several others do not stay at the shelters due to mental disorders
or untreated drug or alcohol issues.
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Figure 7
Homeless Housing Inventory
Beds for Beds for
Households Households
with without
Organization Name Type Population Children Children
Domestic | Single males
Valley Crisis Violence and females
Center Shelter plus children 15 0
Single
females and
Community Emergency | households
Action Agency | Canal Creek Shelter with children 16 0
Community D Street Emergency | Single males
Action Agency Shelter Shelter and females 0 60
Merced
County Rescue Rescue Emergency
Mission Mission Shelter Single Males 0 15
Single males
Community New Hope and females
Action Agency House Transitional | plus children 8 16
Single
Community females and
Social Model Tranquility households
Advocates Village Transitional | with children 21 36
Community
Social Model
Advocates Hobie House | Transitional | Single males 0 25
Merced
County Mental Parsons Single
Health House Transitional females 0 6
Merced
County Rescue Rescue
Mission Mission Transitional | Single males 0 17
Merced
County Rescue Haven of Single
Mission Hope Transitional females 0 7
Merced
County Mental | Project Home Single males
Health Start Permanent | and females 0 4
Total 60 186

Source: Merced County Association of Governments (MCAG) — Continuum of Care
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In an effort to prevent more families from becoming homeless, the City applied for and was
awarded $515,203 for Homeless Prevention and Rapid Re-housing Program (HPRP). The
Program is focused on housing for homeless and at-risk households. It will provide temporary
financial assistance and housing relocation and stabilization services to individuals and families
who are homeless or would be homeless but for this assistance. The funds under this program
are intended to target two groups facing housing instability:

¢ Individuals and families who are currently in housing but are at risk of becoming
homeless and need temporary rent or utility assistance to prevent them from becoming
homeless or assistance to move to another unit (prevention), and

e Individuals and families who are experiencing homelessness (residing in emergency or
transitional shelters or on the street) and need temporary assistance in order to obtain
housing and retain it.

More information on this program can be found in the “Homeless Strategy” section on page 63.

D. SPECIAL NEED FACILITIES AND SERVICES 91.210 (d)

17. Describe, to the extent information is available, the facilities and services that assist
persons who are not homeless but require supportive housing, and programs for
ensuring persons returning from mental and physical health institutions receive
appropriate supportive housing.

Transitional Housing Programs:

As shown in Figure 8 below, there are three “substance abuse” transitional housing projects in
the Merced area. In addition, as noted above, the Merced Rescue Mission provides 15 beds for
transitional housing needs.

Figure 8
NAME SERVICE PROVIDER NU'EJ/INBIET%OF
Tranquility Village Community Social Model Advocates 60
Hobie House Community Social Model Advocates 25
Harmon’s House of LifeLine CDC 24
Prayer
New Hope House Merced County Community Action Agency 24

Day Shelters and Soup Kitchens:

All of the emergency shelter and transitional shelter facilities provide food for shelter residents.
In addition, there are several soup kitchen programs and service providers that offer “nutritional”
assistance in the City. These programs are listed in Figure 9 on the following page.
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Figure 9
DAY SHELTERS AND FOOD PROVIDERS
ANNUAL
SERVICE PROVIDER DESCRIPTION SERVICE SLOTS
Central Valley Groceries for Farm 100
Opportunity Center Workers

Harvest Time Ministry (Calvary Groceries 5

Assembly of God Church)
Women, Infants, and Children Groceries 70,656 served annually

(WIC) Program (Merced County

(approximately)

Community (5,888/month)
Action Agency)
Second Baptist Church Hot lunches (Mon-Fri) Unknown
St. Vincent De Paul Prepared meals, groceries 150
Love, Inc Groceries 810 served in 2009
Merced County Human Services Provided by Adult 19
Agency Services Dept.
Salvation Army Prepared Meals 3300
(Breakfast, Mon.-Fri.)
Groceries (once every 3 750

months)

Homeless:

The City continues to work within the Countywide Continuum of Care program for the
development of additional shelters and transitional housing. The City is committed to working
with the public and private agencies to this end once matching funds for specific projects can be
identified. The City’s Zoning Ordinance provides for group homes within R3 and R4 with a
Conditional Use Permit (CUP). Homeless Shelters (including emergency shelter and transitional
housing) are specifically identified and stated as allowed uses with a CUP in all residential and
commercial zones (see previous section for a description of the City’s CUP process). In 1997,
the City approved a conditional use permit for the Merced Rescue Mission, a shelter and
religious education facility for homeless men with conditions as described below.

Typical conditions of approval for a conditional use permit for shelters and transitional housing
might include standards for landscaping, parking, aesthetics, building and fire code provisions
regarding health and safety issues, maintenance of the site, architecture and design, setbacks,
pedestrian and vehicular access, public improvements, outdoor storage, and signage. These
conditions are typical of most conditional use permits, are no more onerous than those applied to
conditional use permits for other uses, and, thus, do not impede the development of homeless
shelters and transitional housing. By making sure that these uses fit in well with their
surrounding neighborhoods by applying the same standards as those required of other uses, the
City believes that the implementation of such conditions encourages and facilitates the
development of such uses.

Emergency shelters and transitional housing are encouraged. The City helps to facilitate
development by providing funding (if available). The City also continues its participation in the
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funding the preparation of the County-wide Continuum of Care Plan and works to identify
potential development sites and Proposition 46 funding applications.

This City strives to improve the efficiency and minimize the turn-around time for development
reviews to ensure that City review of development proposals does not add unnecessarily to the
costs of new construction or discourage developers from pursuing projects in the City of Merced.
In addition, to provide additional support for affordable housing, City staff will give highest
priority to the review of residential developments targeted towards low and moderate-income
households.

Lastly, the City has extended the life of a Tentative Map as a result of discussions between the
City Liaison Committee and the Building Industry Association (BIA). This is in response to
industry concerns in the face of an economic recession and difficulties in securing financing.
The City previously extended the life of the tentative map for one-year periods up to a total of
three years. The BIA requested that two years be permitted for the first extension request. This
was approved and implemented in 1995.

E. BARRIERS TO AFFORDABLE HOUSING 91.210 (e)

18. Explain whether the cost of housing or the incentives to develop, maintain, or improve
affordable housing are affected by public policies, particularly those of the local
jurisdiction. Such policies include tax policy affecting land and other property, land use
controls, zoning ordinances, building codes, fees and charges, growth limits, and
policies that affect the return on residential investment.

Relevant Public Policies and Assessment:

Governmental controls and regulations can constrain new residential development through either
the requirements they impose or the manner in which those requirements are enforced.
Following is a summary of public policies that impact the cost and/or delivery of housing in
Merced.

Achievements in Response to the 2003 Analysis of Impediments:

The 2003 Al made three Findings in respect to the City’s Zoning Ordinance that may impede the
development of affordable housing. First, the second-dwelling unit ordinance was identified as
being very restrictive only allowing a maximum 600 square foot second dwelling unit or granny
unit. Secondly, the 2003 Al found that the code’s definition of “family” could potentially
operate to discriminate against unlicensed group homes. That definition restricted occupancy of
a dwelling by unrelated individuals, by stating: “... unless all members are related by blood or
marriage, no such family shall contain over five persons.” Thirdly, the Al determined that the
absence of an “inclusionary zoning” provision in the code constituted a serious shortcoming.
That Al pointed out that inclusionary zoning ordinances typically mandate that a percentage of
newly developed market rate housing (usually 10-15%) be reserved for lower income households
at below market rate rents or sales prices. Inclusionary zoning ensures that people of very-low,
low, and moderate income can afford a percentage of newly constructed housing units
throughout a city, and thus helps to promote diversity, break down patterns of segregation, and
avoid concentration of low income residents entirely in low income “slum” areas.
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Since those Findings were made, the City has adopted Zoning Ordinance amendments to address
the first two Findings and explored the feasibility of adopting an inclusionary zoning ordinance.
The City’s recently amended ordinance for secondary dwelling units now allows larger
secondary units to be constructed. If a second unit is attached to the primary dwelling unit, it can
be a maximum of 1,000 square feet. If the second unit is detached it can be up to 1,200 square
feet. Changes were also made to allow secondary units to be occupied by anyone, not just those
related to the property owner by blood or marriage. These changes make second dwelling units a
much more viable option to provide more affordable housing within the City of Merced.

The second ordinance amendment addressed the definition of “family”. The definition of
“family” was eliminated from the zoning ordinance and replaced with a definition of
“household.” This new definition no longer limits the number of unrelated persons occupying a
home.

The third Finding addressed the need for an inclusionary zoning ordinance. At this point, the
City has not adopted such an ordinance. The City reviewed this proposal and hired a consultant
to work on this matter, but it was ultimately determined there would be too much public
opposition to this type of ordinance. It should be noted that, in 1995, the City entered into a
Development Agreement for the Bellevue Ranch Master Development Plan. This development
includes approximately 1,380 acres and, upon completion, will bring approximately 4,800 to
6,600 new housing units to the City. According to the Agreement, approximately 16% of the
total development (between 840 to 1,150 housing units) will be set-aside for affordable housing
units for very low to moderate-income households. At this time, the City has determined that
using this technique for encouraging affordable housing developments rather than adopting an
Inclusionary Zoning Ordinance, will produce better results and achieve the same goal of
providing more affordable housing. In addition, the City’s Draft Housing Element calls for more
public outreach to help educate the community on the myths and facts of affordable housing in
an effort to help promote more affordable housing development and remove opposition to such
developments.

Other Land Use Controls:

Land use controls are minimum standards included within City Zoning and Subdivision
Ordinances. Zoning is a means of ensuring that the land uses in the community are properly
situated in relation to one another and providing adequate space for each type of development.
Zoning regulations also control such features as height and bulk of buildings, lot area, yard
setbacks, population density, and the building use. If zoning standards are significantly more
rigid than private sector design standards and do not allow sufficient land use flexibility, then
development costs could increase and housing production may decrease.

The City of Merced General Plan Land Use Element also provides a range of residential building
types and densities in various areas of Merced. Densities range from 1.7 units per acre for R-1-
20, to 36 units per acre for multi-family developments, which is consistent with housing law.

The current Zoning Ordinance for the City of Merced contains a Planned Development (P-D)
District overlay zone that allows greater design flexibility and planning than the strict application
of conventional single-family land use and development criteria. The P-D zone enables
clustering of units (i.e. developing less land while allowing the same number of housing units
that would be permitted under conventional subdivision ordinances), mixing of uses and building
types (i.e. multiple housing mixed with commercial and professional uses for example), as well
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as establishment of special development standards and criteria, which respond to the particular
features of a site.

This flexibility allows for development of residential units up to the maximum permitted density
in addition to a potential infrastructure cost savings of approximately 25 percent per unit. The
clustering approach, coupled with affordable density bonuses, enhances Merced’s role as an
affordable housing resource, and is beneficial in meeting the housing needs of special groups
such as seniors and disabled.

Increasingly, the City is promoting higher density development, and higher quality design,
through use of its Residential Planned Development (RPD) designation. This designation allows
greater flexibility on the part of the City in working with developers to create plans that
maximize use of the site in terms of both number of units and neighborhood needs. The City has
recently adopted “Small Lot Design Guidelines” to assist in the development of subdivisions
with lots sizes ranges from 3,000 to 4,000 square feet. Small lot subdivisions take advantage of
the flexibility of the RPD designation to allow the smaller lot sizes. In addition, the flexibility
afforded developers using the RPD designation helps encourage affordable housing construction.

It should be noted that the City of Merced’s multi-family development policies are not a
constraint to affordable housing development. The City does not require CUP’s for multi-family
uses in the R-3 and R-4 zones. If the multi-family use meets development guidelines (density,
setback, and parking requirements) of the zone, they are allowed to build with simply a building
permit. The City is considering establishing a goal to develop R-3 zoned land at 80 percent of its
permitted density throughout the City. The Planning Division will take the matter up with the
Planning Commission and City Council in order to determine feasibility.

Open Space Requirements:

The City requires that new subdivisions to dedicate land for park and/or recreation facilities; pay
an in lieu fee or both. The general standard applied by the City calls for five acres of property
devoted to neighborhood and Community Park and recreation purposes for each 1,000 persons
residing in the City. The exact amount of land to be dedicated or fee to be paid in any one
subdivision is determined by the Director of Parks and Community Services based on the City’s
Open Space Master Plan. The Plan is taking into consideration such factors as the type and
density of the proposed development, the expected population mix, and the availability of nearby
park and recreation facilities. Such practices are in keeping with the requirements and standards
applied by other cities in the region and were not identified by local contractors or developers as
being a significant constraint on the development of affordable housing.

School Facilities Dedication and Impact Fees:

Similar to open space requirements, developers of residential subdivisions are required to
contribute land and/or monies to the school district when a subdivision is to be built in an
attendance area where school overcrowding exists. These fees are charged in accordance with
State legislation. While this fee places an additional financial burden on housing development, it
is an essential source of funds for local school districts. More housing means more children in
need of public education, and public schools in the City of Merced are already severely
overcrowded. There is an acute need for new and expanded facilities. In the face of budget
constraints and cuts at the State level, school districts have come to rely on impact fees as an
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important funding source. The policies of the City of Merced in this regard are in keeping with
the requirements and standards applied by other cities in the region.

Off-site Improvements:

Off-site improvements required by the City are presented in the City’s subdivision regulations.
These regulations supplement and implement the State of California’s Subdivision Map Act.
The specific requirements for streets, curbs and gutters, sidewalks, utilities, and other off-site
improvements are listed in the City’s “Standard Designs of Common Engineering Structures.”
Other development standards and procedures are presented in the “Subdivision Regulations of
the City of Merced” (Title 18 of the Merced Municipal Code).

The City’s off-site improvement requirements have been the subject of discussions between City
staff and members of the Merced Building Industry Association (BIA). In particular, these
discussions have focused on potential changes in the City’s design and construction standards
that could reduce the costs of residential construction without compromising public health and
safety or community quality. Specific areas that have been discussed and implemented over the
last several years include:

Reduce Rights-of-Way for Residential Streets - Rights-of-way have been reduced to provide
more land available for residential construction, and reduced infrastructure costs, thereby
supporting housing development.

Allow 25 Feet as Standard Curb Return Radius - The radius has been changed from 40 feet to 25
feet on most streets. Exceptions include curb returns at the intersection of one or more collectors
or arterials, streets serving schools (to accommodate buses), and streets serving other facilities
where large vehicles are used (i.e., industrial areas). Making the standard curb return radius 25
feet instead of 40 offers to reduce the cost of off-site improvements.

Allow Water Boxes Outside of Sidewalk - Sidewalk construction costs are reduced if water
boxes are located behind the sidewalk rather than within the sidewalk area.

Permit Fees and Other Exactions:

There are a number of planning and development fees that are charged for the review and
approval of general plan amendments, zone changes, conditional use permits, variances,
subdivision maps, site plans, annexations, and service requests. Depending on the extensiveness
of the requests, these fees can total several hundred to several thousand dollars per unit (most
likely the latter). As an example, Figure 10 (following page) shows the fees charged to a single-
family home of 1,500 square feet (3 bedroom, 2 bath, with attached garage), and a 100-unit
multi-family complex. Those fees are necessary to fully fund infrastructure for residential
development.

In 1998, the City of Merced implemented an impact fee program to pay for needed public
facilities and infrastructure. All new construction is subject to these impact fees. The fee is
currently $10,404 per single-family unit and $7,236 per multi-family unit. These fees were
recently lowered for residential construction on in-fill sites. The new fee for the in-fill zone is
$7,419 for a single-family unit and $5,210 per multi-family unit. Although the fees have been
reduced, they are still considered a burden on low-income homebuyers. The City’s Density
Bonus Ordinance would allow a fee waiver and/or deferral of fees if approved by City Council.
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While the City has reduced the Public Facilities Impact Fees (PFIF), development fees for the
Planning Division were increased in January 2010. The last application fee increase for the
Planning Division was adopted in May 1998. Costs of processing development applications
have increased due to the complexity for meeting new state mandates, and the increased role of
the Planning Division in the City’s permitting process. City Staff conducted a study to determine
the amount of time being spent to process development applications. It was found that the costs
of processing most applications were higher than the revenues being collected. Therefore, an
increase was proposed and approved by the City Council.

In addition to an increase in development fees for the Planning Division, changes were also made
in the Inspection Services Division. In the past, Building Permit fees have been based on the
methodology provided in the Uniform Building Code (UBC) and the Uniform Administrative
Code (UAC). This fee calculation method was cumbersome and often not reflective of the cost
of the services provided. The current (2007) California Building Code (CBC) allows for fees to
be paid in accordance with a fee schedule established by the applicable governing authority,
giving the City an opportunity to change the fee calculation methodology to a system that is
easier for the general public to understand and allows for the actual cost of providing these
services to be collected.

Even without the fee increases described above, development fees have increased significantly
over the last several years. The current development fees shown in the table below represent a
155.03% increase in overall fees since 2003. The primary differences are in the sewer, water and
Public Facilities Impact Fees. Although the Public Facilities Impact Fees have been reduced for
in-fill sites, they were not reduced for the majority of the City. Fortunately, many of the projects
undertaken through the Housing Program are on vacant in-fill parcels. If a project is constructed
on a parcel that was previously occupied by a structure, credit is given to the PFIF for the
previous use. In addition, credit may be available for sewer and water fees.

Similar to the Public Facilities Impact Fees (PFIF), the City allows the deferral of a portion of
the sewer and water fees until the time of occupancy. By deferring payment, borrowing costs are
reduced.

The City recognizes the constraint placed on development as a result of these fees and, as
previously mentioned, has recently reduced the PFIF for residential construction within in-fill
areas. The City is currently conducting a study on the sewer fees for all types of construction. If
approved, the sewer fee could be reduced by as much as half. It’s anticipated a reduction in fees
will be approved by July 2010.
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Figure 10
Current City Development Fees (Not an In-fill Site)
Single-Famil . .
City Fee I:?welling g Multl-Fl%?Hy.Complex

(1,500 sq. ft.) (e s
Sewer Fees $13,136.00 $1,036,900.00
Water Fees $8,315.00 $62,942.00
Bldg Permit/Plan Check $1800.00 Varies®
CRIS Tax $1,365.00 Based on Size of Units’
Park Fee (Zone 5) $6,090.00 $327,100.00
Refuse Fee $210.00 $11,800.00
Recycling Fee $89.55 Not offered
Public Facilities Impact Fee (PFIF)(2009) $10,404.00 $723,600.00
Regional Transportation Impact Fee (RTIF) $3,115.00 $189,200.00
TOTAL $44,524.55 $2,351,542.00
Cost per Dwelling Unit $44,524.55 $23,515.42

Source: City of Merced Building Division, July 2009

1)  $0.91 per square-foot

2)  Based on cost of construction

3) CRIS Tax is the Cost Revenue Impact System Business License Tax on Residential Construction only and is charged at $0.91 per square
foot of living area.

4)  Varies based on type of construction, size of each unit and number of bathrooms for each unit.

5)  School Fees are in addition to City fees

Permit Processing Times:

The development review process can affect housing costs. Because of interest rates and
inflation, the longer it takes for a development proposal to be approved, the higher the
development costs. Development application processing has basic time requirements as a result
of the City’s obligation to evaluate projects adequately, as well as the requirements of state law.
These include consistency with the General Plan and Zoning Ordinance, requirements of the
Subdivision Map Act, and compliance with the California Environmental Quality Act (CEQA).

Processing times for development review vary, based on the size of the project and the extent of
environmental review required, and can range from 38 days to more than six months if an
Environmental Impact Report (EIR) is required.

Conditional Use Permits required on residential development include: (R-1 zone district)
cemeteries, churches, duplexes, public and quasi-public buildings not including corporation
yards, repair yards, or similar uses; (R-2 zone district) public and quasi-public uses, cemeteries,
photography studios, public utility uses, elderly daycare facilities for 12 or fewer persons; (R-3
zone district) rooming houses, social halls, nursery schools, cemeteries, convalescent homes,
public and quasi-public uses, public utility uses; (R-4 only) rooming houses, social halls, nursery
schools, convalescent homes, public and quasi-public uses, public utility uses, elderly with
facilities for 12 or more persons.

Application for a Conditional Use Permit is made to the Planning Commission in writing,
accompanied by a fee. A public hearing is held by the Planning Commission, which is to render
its decisions within 60 days after the filing of a completed application. This process is the same
for emergency shelter and transitional housing which are considered “public and quasi-public
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uses. This time frame is not unreasonable and affords the opportunity for adequate staff research
regarding the subject land and the intended usage.

The City of Merced allows the installation of manufactured housing “by right” provided that it
meets the state allowed architectural standards. This provision is set forth in the City of Merced
Zoning Ordinance.

Typical processing times in Merced are as follows:

Annexations 18 months +
(City Council)

Conditional Use Permits, 6-8 weeks
Planning Commission

Subdivision Parcel Map (Tentative), 3-5 weeks
(Planning Commission)

General Plan Amendments 12 weeks
(City Council)

Subdivision Tract Map (Tentative), 8 weeks

(Planning Commission)

Planned Development Establishment, 12 weeks
(City Council)

Planned Developments are subject to final action by the City Council. A CUP is subject to
Planning Commission review and approval. This process is typical of many communities and is
not seen as a constraint to new housing in Merced.

The approval process for residential development in multi-family zones is the same as that for
single-family. A building permit is submitted, fees are paid, and the plans are reviewed by
Building, Engineering, Fire, and the Current Planning Divisions. This standard processing time
is between three and six weeks.
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IV. STRATEGIC PLAN
A GENERAL PRIORITY NEEDS ANALYSIS AND STRATEGIES 91.215 (a)

19. In this narrative, describe the reasons for setting priorities for allocating investment
among different activities and needs, as identified in tables* prescribed by HUD.
92.215(a)(1)

*1f not using the CPMP Tool: Complete and submit Table 1A Homeless and Special
Needs Population; Table 1B Special Needs (Non-Homeless) Populations; Table 2A
Priority Housing Needs/Investment Plan Table; and Table 2B Priority Community
Development Needs.

*If using the CPMP Tool: Complete and submit the Needs Table file: Needs.xls

20. Describe the geographic areas of the jurisdiction (including areas of low income
families and/or racial/minority concentration) in which assistance will be directed.

21. If applicable, identify the census tracts for Neighborhood Revitalization Strategy
Areas and/or any local targeted areas.

22. Describe the basis for allocating investments geographically within the jurisdiction (or
within the EMSA for HOPWA) (91.215(a)(1)) and the basis for assigning the priority
(including the relative priority, where required) given to each category of priority
needs (91.215(a)(2)).

23. If appropriate, the jurisdiction should estimate the percentage of funds the jurisdiction
plans to dedicate to Neighborhood Revitalization Strategy Areas and/or any local
targeted areas.

24. ldentify any obstacles to meeting underserved needs.

The City of Merced has significant concentrations of low-income households and racial/ethnic
minorities in Central and South Merced. The target area for all activities and services as outlined
in this Consolidated Plan over the next five years (2010 to 2015) is the entirety of the City of
Merced, with a concentration of activities in South and Central Merced.

According to the 2000 Census, Census Tracts in Central, South, and portions of North Merced
have significant concentrations of extremely low, very low, low, and moderate-income residents.
As depicted on Map 1 (Figure 13) below, Census Tracts 10.03 and 10.05, located just north of
Bear Creek and west of R Street in North Merced have 68.9 and 66.0 percent low and moderate-
income residents respectively. Census Tracts 13.01, 13.02, and 14.01 in Central Merced have
67.6, 75.0, and 57.7 percent. Census Tracts 15.02, 15.03, 16.01, and 16.02 in South Merced
have 74.8, 80.4, 83.9, and 78.5 percent respectively. Census Tracts 17.00 and 18.02 in Southeast
Merced (northeast of Highway 99 and south of Highway 140) have 53.8 and 72.5 percent.

37



City of Merced
2010-2015 Consolidated Plan; 2010 Annual Action Plan

Areas of Low Income Concentration:

The City of Merced defines an "area of low-income concentration™ as any census tract in which
the percentage of households with low, very low, or extremely low-incomes exceeds the
citywide percentage for such households. According to the 2000 Census, there were 20,435 total
households. Of these, 8,085 households in the City of Merced had low or very low-incomes,
representing 40 percent of all households in the City (In 1990, this figure was 44 percent).
Therefore, an area of low-income concentration in 2000 was any census tract in which more than
40 percent of the households were of low or very low-income status.

According to 2000 Census data, the Area Median Income (AMI) for a family of four was
$32,470. The table below shows income categories according to household income as a
percentage of the AMI. The tables found at Figures 11 and 12 compares the different income
categories according to the AMI from the 2000 Census and the current AMI for 2010. Although
income levels have increased more than seventy percent during the last ten years, the cost of
housing has increased even more making it difficult to find affordable housing. Only recently
has the cost of housing declined to a level that is attainable to a larger number of people who fall
below the median income.

Figure 11
Income Categories
Extremely Low: 30 percent or less of median family income
Very Low: 50 percent or less of median family income
Low: 51 to 80 percent of median family income
Median: 81 to 120 percent of median family income
Moderate: 121+ percent of median family income
Figure 12

Area Median Income
(For Family of 4)

Income Category 2000 2010
Extremely Low: $9,741 $16,750
Very Low: $16,235 $27,900
Low: $25.976 $44,650
Moderate: $32,470 $55,800
Above Moderate: $38,964 $66,950

Map 1 (Figure 13) shows that Central Merced and South Merced have a disproportionate
number of households in the Low and Very Low-income categories. In particular, there is a
large disparity between the concentration of low-income households in the tracts of North
Merced and the tracts of South Merced, where the most significant concentrations occur. While
low and very low- income households represent 40 percent of all households citywide,
approximately 75-80 percent of the households in South Merced fall into the low, very low, and
extremely low-income categories.
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Areas of Racial/Ethnic Minority Concentration:

The City of Merced defines an "area of racial/ethnic minority concentration” as any census tract
in which the percentage of persons that are of a racial or ethnic minority exceeds the citywide
percentage for such persons. The table below summarizes the numbers and percentages of
persons in Merced in 1990 and 2000 by racial/ethnic group. An area of racial/ethnic minority
concentration in 2000 is any census tract in which the percentage of persons in any of these
groups is greater than the percentage for that group. The areas with the greatest concentration of
racial/ethnic minorities are show on Map 2 (Figure 14).

As Map 2 (Figure 14) shows, the census tracts in South Merced have significant concentrations
of racial and ethnic minorities. Comparing this map with the map in Figure 13, it is easy to see
the strong correlation between areas of low-income concentration and areas of racial and ethnic
minority concentration in Merced (Map 3 — Figure 15).

Merced’s current mix of racial and ethnic groups makes it one of the most diverse cities in the
country. It also has several important impacts on the local housing market. Thus, there is a
higher degree of housing overpayment in these groups than there is among Whites. It is also
more likely that households in these groups will require housing assistance, will live in
substandard housing, and/or will live in overcrowded conditions. Overcrowding, in particular, is
a widespread problem among these groups due to large family size and the desire to live in
extended family situations. The dominant pattern of housing construction in Merced, as in most
of the U.S., does not respond to the needs of these families, and the few large homes that exist
are typically out of these families’ range of affordability. However, in recent years, more 5 or 6
bedroom homes have been built, some being more affordable than others. Given the current
state of the economy and housing market in Merced, more of these homes are becoming
available to this group.

In addition, the majority of racial and ethnic minority households are concentrated in South
Merced, where the cost of housing is lowest and the occurrence of substandard housing is the
highest. The City has set a goal of achieving a more equitable mix of affordable housing
throughout the City. However, it has been a difficult goal to achieve in light of land costs in the
North Merced area. Recently, due to the number of foreclosures, housing and vacant land in the
City of Merced has become more affordable. Due to the recent housing boom more housing
units are becoming available in the North and East Merced areas. However, wages are still low
and unemployment in the area makes it very difficult for families to take advantage of the current
housing market. Therefore, it is more likely that housing conditions for low income families in
South Merced will be improved through the City’s Housing Rehabilitation Program and new
construction or rehabilitation that is designed to meet the needs of large families.

Maps:

Maps 1 and 2 on the following pages show the locations of census tracts in the City of Merced in
which there are areas of low-income concentration (Map 1) and areas of racial/ethnic minority
concentration (Map 2). Map 3 shows the areas that overlap.
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Figurel3

Map 1
Areas of Low-Income
Concentration, Census 2000
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Figure 14

Map 2
Areas of Racial/Ethnic Minority
Concentration, Census 2000
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Figure 15

Map 3
Overlap of Low-Income and Racial/Ethnic Minority
Concentration, Census 2000
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Basis for Assigning Priorities:

To determine the priorities for the next five years, the City considered the housing needs and the
high percentage of the City’s population who fall into the low-income categories (extremely low,
very low, and low). In addition, the overall needs of the neighborhoods with high concentrations
of low-income individuals were considered. City staff regularly consults with other
organizations providing services to individuals and families with low-incomes. This helps in
determining what programs and services are needed to meet the needs of the low-income
individuals and families of our community.

Obstacles to Meeting Underserved Needs:

As previously mentioned, the largest obstacle to meeting underserved needs is funding. With the
large number of households with some type of housing problem, it’s difficult to stretch the
available funds to meet all the needs. In addition, governmental controls such as density
requirements, the permit process, and especially the fees associated with new construction and
some rehabilitation projects present an obstacle to development. Finally, community opposition
or “NIMBYism” (Not In My Back Yard) presents an obstacle to meeting needs when new
facilities are developed. More information on these topics can be found on page 90.

B. SpeciFic OBJECTIVES 91.215 (a) (4)

25. Summarize priorities and specific objectives the jurisdiction intends to initiate and/or
complete in accordance with the tables* prescribed by HUD. Outcomes must be
categorized as providing either new or improved availability/accessibility,
affordability, or sustainability of decent housing, a suitable living environment, and
economic opportunity.

Identify Specific Objectives and Proposed Outcomes by completing Table 1C or 2C -
Summary of Specific Objectives

The City of Merced 2010 Consolidated Plan has identified seven priority objectives for housing
activities in the City. They are:

Objective A: Housing Rehabilitation, Reconstruction, and Neighborhood
Revitalization

Objective B:  New Affordable Housing Construction

Objective C: Housing Affordability (Homebuyer Assistance Programs)

Objective D: City Coordination

Obijective E:  Improvement of the Quality and Quantity of Public Services

Obijective F:  Improvement of the Quality and Quantity of Community Infrastructure
and Public Facilities

Objective G:  Planning for Future Housing and Infrastructure Needs
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Goals and objectives to be carried out during the strategic plan period
are indicated by placing a check in the following boxes.

Objective Category
Decent Housing

Which includes:

Objective Category:
Expanded Economic
Opportunities
Which includes:

Obijective Category:
Expanded Economic
Opportunities
Which includes:

assisting homeless persons
obtain affordable housing

improving the safety
and livability of
neighborhoods

job creation and
retention

assisting persons at risk of
becoming homeless

eliminating blighting
influences and the
deterioration of
property and facilities

establishment,
stabilization and
expansion of small
business (including
micro-businesses)

retaining the affordable
housing stock

increasing the access
to quality public and
private facilities

the provision of public
services concerned with
employment

increasing the availability of

affordable permanent
housing in standard
condition to low-income
and moderate-income
families, particularly to
members of disadvantaged
minorities without
discrimination on the basis
of race, color, religion, sex,
national origin, familial
status, or disability

reducing the isolation
of income groups
within areas through
spatial de-
concentration of
housing opportunities
for lower income
persons and the
revitalization of
deteriorating
neighborhoods

the provision of jobs to
low-income persons
living in areas affected
by those programs and
activities under
programs covered by the
plan

increasing the supply of
supportive housing which
includes structural features
and services to enable
persons with special needs
(including persons with
HIV/ADOS) to live in
dignity and independence

restoring and
preserving properties
of special historic,
architectural, or
aesthetic value

availability of mortgage
financing for low
income persons at
reasonable rates using
non-discriminatory
lending practices

providing affordable
housing that is accessible to
job opportunities

conserving energy
resources and use of
renewable energy
sources

access to capital and
credit for development
activities that promote
the long-term economic
social viability of the
community
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Expanding the supply and improving the quality of affordable housing for poverty level,
extremely low, very low, low, and moderate-income households are high priority goals over the
next five years covered by this Consolidated Plan. In order to accomplish these goals, the City
of Merced will implement actions to:

e Provide housing rehabilitation and repair assistance to extremely low, very low, low, and
moderate income households through the City’s Rehabilitation/Re-construction Program
using CDBG and HOME funds; and

o Work with private developers to leverage funds, including state and federal funds, to
acquire, rehabilitate, or construct new affordable multi-family housing; and

e Increase homeownership opportunities for extremely low, very low, low, and moderate
income households through the City’s First Time Homebuyer’s Program, the CalHome
and BEGIN programs, and Neighborhood Stabilization Program funding; and

e Work with the City’s CHDO to help provide housing for individuals with special needs;
and

e Work to revitalize neighborhoods and improve the quality and quantity of public services
by eliminating blight, reducing crime, and providing public facilities by providing partial
funding for the City’s Code Enforcement, Police Officers, Police Community Aides, and
the construction or repair of public facilities (i.e., parks, street and sidewalk
improvements, and other infra-structure needs).

The priorities of the City of Merced 2010 Consolidated Plan are guided by Annual Action Plans,
the 2005 Consolidated Plan, the 2008 South Merced Community Plan, and the 2009 Draft
Housing Element of the City's General Plan. The goals, policies, and programs of the
Consolidated Plan provide the strategic framework for the City's Housing Program on a five-year
horizon. A summary of the key strategies needed to address aforementioned priorities is
described below.

Housing Rehabilitation and Reconstruction:

Rehabilitation and Reconstruction is a central strategy for maintaining the City’s existing stock
of affordable housing. The Consolidated Plan gives high priority to continuing the City’s
Housing Rehabilitation Loan Program.

Also included in this strategy is contingency funding for unforeseen housing emergencies. This
activity provides loans to low-income property owners to repair failing roofs, inoperable sewer
lines, and other emergencies regarding health and safety. The funds can also be utilized for
residential sewer hook-ups. This program has been folded into the Housing Rehabilitation
Program for funding purposes.

Joint Development Agreements:

The Consolidated Plan supports City staff efforts towards working with private developers to
construct affordable housing in Merced. Through creative joint development projects, the City is
able to leverage its funds for the development of new affordable housing units. Monies for such
projects may be targeted to land acquisition or write-down, equity participation, or low interest

45



City of Merced
2010-2015 Consolidated Plan; 2010 Annual Action Plan

financing in return for affordability guarantees. This is an important mechanism for encouraging
new construction of multi-family units and housing to meet special needs.

Priority Review and Permitting:

The City of Merced is committed to providing expedient processing of development proposals
that include affordable housing. This helps to reduce the carrying costs of such projects.

Housing to Meet Special Needs:

The City is committed to seeking and assisting with quality housing projects targeted towards
groups in the City with special housing needs throughout the next five years and beyond.

Code Enforcement:

The City is committed to ensuring that its various land use regulations are fully and fairly
enforced by providing ongoing funding for three full-time City Code Enforcement Officers.
These officials will intervene in low and moderate-income neighborhoods to promote building
rehabilitation, reduce crime, and improve the overall living environment for the residents of
these neighborhoods.

Lead Based Paint Hazard Reduction:

The City of Merced Housing Program aims to abate lead based paint hazards in the City by
working with the County Department of Public Health and certified contractors in the Housing
Rehabilitation Program to identify and reduce lead hazards in the City's housing stock.

Down Payment Assistance (Homebuyer Program):

To assist low-income households in becoming homeowners, the Consolidated Plan gives high
priority to continuing the City's First Time Home Buyers Program. Down payment assistance is
provided to eligible first-time homebuyers in the form of a low or no interest loan to be paid back
over the course of several years or at the time of resale.

Police Officers:

The City is committed to ensuring the safety of its residents and private property. The City
intends to match existing Federal Grant funds to finance police officers and their necessary
supplies to achieve this goal. The police officers provide services in the Gang Violence
Suppression Unit and serve as Gang Intervention Officers. They will be assigned to duty at the
South Merced Police Station and will patrol the South Merced area, which has a high
concentration of low-income individuals and families.

Community Police Aide:

Given the City's increasing Southeast Asian population, the Merced Police Department and
the Southeast Asian community feel it would be beneficial to create a Community Police
Aide position. The qualified individual will help the City's Police Department meet the
special needs of this segment of the community.

As shown in previous sections and the Housing Market Analysis beginning on page 16,
extremely low, very low, and low-income households have the greatest housing needs. Most
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cannot afford to own a home and some, who may have been lucky enough to purchase a home,
do not have the funds needed to make needed repairs and some are living in substandard housing
conditions. By providing down-payment assistance and low-interest rehabilitation loans, the
City hopes to increase the availability of affordable, safe housing for individuals in these income
categories.

CITY OF MERCED - 2010 CONSOLIDATED PLAN
SUMMARY OF OBJECTIVES, GOALS, AND POLICIES

Objective A: Housing Rehabilitation, Reconstruction, and Neighborhood Revitalization

GOALS:

B Ensure Quality Affordable Housing through the Rehabilitation and Reconstruction
of the Existing Housing Stock.

B Support the Code Enforcement Activities to Diminish Slum and Blight and to
Revitalize Low-income Neighborhoods.

POLICIES:

A-1 Continue the City's Housing Rehabilitation Loan Program for owner occupied and
rental units.

A-2 Promote preventative maintenance and energy conservation in older housing units.
A-3 Pursue State and Federal funds to support acquisition, conservation, and rehabilitation.

A-4 Educate the public about the hazards of lead-based paint poisoning and Integrate lead
hazard evaluation and abatement in rehabilitation activities.

A-5 Continue the Support of Code Enforcement activities to diminish slum and blight and
revitalize low-income neighborhoods.

OUTCOME:
Auvailability/Affordability of decent housing.
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Objective B: New Affordable Rental Housing Construction

GOALS:

Increase the Stock of Affordable Housing for Very Low, and Low-Income
Households.

B Encourage a Mix of Housing Throughout the City To Meet The Needs of Different
Income Groups.

B Encourage the Construction of Housing and Facilities to Meet Special Needs,
Including Farm Workers, Homeless, Large Families, Seniors, and People with
Physical or Mental Disabilities.

POLICIES:

B-1 Support increased densities in residential areas.

B-2 Pursue joint development agreements with profit/non-profit affordable housing

developers.

B-3 Provide priority review and permitting for affordable housing projects.

B-4 Pursue State and Federal funds for new housing construction.

B-5 Work in partnership with the local community organizations to Support housing to

meet special needs.

OUTCOME:

Availability/Accessibility of decent housing.

Objective C: Housing Affordability (Homebuyer Assistance Program)

GOALS:

Increase Homeownership Opportunities for Low-Income Groups.

Provide Financial Assistance as Needed to Very Low and Low-Income Renter
Households.

POLICIES:
C-1 Provide down payment assistance to qualifying homebuyers.
C-2 Work with the Housing Authority to continue and expand the Housing Choice Voucher

Program (formerly Section 8).

C-3 Pursue State and Federal funds to assist affordability efforts.
OUTCOME:
Affordable of decent housing.
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Objective D: City Coordination

GOALS:
B Coordinate Innovative Housing Efforts with Private and Nonprofit Developers as
well as Other Jurisdictions and City Departments.

B Promote and Support Fair Housing Opportunities.
Continue the Efforts to End Homelessness in Merced.

POLICIES:
D-1 Ensure that the City of Merced provides it’s fair-share of affordable housing.

D-2 Educate the public regarding fair housing issues and programs.
D-3 Work with local organizations to provide fair housing services as needed.

D-4 Coordinate with the County and local agencies to end chronic homelessness by
applying for Continuum of Care grant funds.

D-5 Continue working with other organizations in the community for support and
acquisition of permanent homeless shelter facilities funding for populations in need.

OUTCOME:
Availability/Accessibility of decent housing.

Objective E: Improvement of the Quality and Quantity of Public Services

GOALS:
B To Ensure Funding for Adequate Police Community Services.

B Increase the Level of Youth Services, Child Care, and Other Public Services
Programs in the Community.

POLICIES:

E-1 To ensure partial funding for adequate police services for gang activity prevention and
intervention.

E-2 To further cooperation and goodwill between the City Police and the Southeast Asian
Community.

E-3 To Pursue Section 108 Loan and other funds to improve the economic opportunities
for low-income resident by creating jobs.

E-4 To support youth services, at-risk youth, gang prevention/intervention, childcare, job
training, and other eligible Public Services Programs.

OUTCOME:
Sustainability of suitable living environment.
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Objective F: Improvement of the Quality and Quantity of Community Infrastructure and
Public Facilities

GOALS:

[ | To Ensure the Availability and Adequacy of Necessary Infrastructure to
Accommodate Qualified Residents, Business, and Industry.

[ | To Maintain High-Quality Public Facilities to Serve Low-Income Residents.
POLICIES:

F-1 To ensure funding for the construction and preservation of youth services and meeting
halls.

F-2 To ensure the funding for improvements to parks and recreational facilities in eligible
census tracts.

F-3 To construct public facilities and infrastructure projects in low-income neighborhoods
as needed.

OUTCOME:
Sustainability of suitable living environment.
Sustainability of economic opportunity.

Obijective G: Planning for Future Housing and Infrastructure Needs

GOALS:
B To Pursue Planning Efforts to Ensure Future Housing Demands Are Met.

| Ensure Accountability and Success of the Housing Annual Action Plan and
Other HUD Documents and Environmental Reports.

POLICIES:

G-1 Pursue funding for planning activities related to the good community development,
neighborhood revitalization, planning, and capacity building.

G-2 Prepare and update HUD Annual Plans, Consolidated Plans, CAPERs, and other
HUD documents and environmental reports.

OUTCOME:
Sustainability of suitable living environment.
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V. HOUSING
A PRIORITY HOUSING NEEDS 91.215 (b)

26. Describe the relationship between the allocation priorities and the extent of need given
to each category specified in the Housing Needs Table (Table 2A or Needs.xls). These
categories correspond with special tabulations of U.S. census data provided by HUD
for the preparation of the Consolidated Plan.

27. Provide an analysis of how the characteristics of the housing market and the severity
of housing problems and needs of each category of residents provided the basis for
determining the relative priority of each priority housing need category, particularly
among extremely low-income, low-income, and moderate-income households.

Note: Family and income types may be grouped in the case of closely related categories
of residents where the analysis would apply to more than one family or income type.

28. ldentify any obstacles to meeting underserved needs.

Low, Moderate, and Poverty Level Income Housing Needs:

The 2006-2008 American Community Survey estimates the City of Merced’s estimated Median
Household Income was $34,955. In 2000, it was $30,429. The estimated 2006-2008 median
household income for Merced County as a whole was $44,338. This indicates the median
household income within the City of Merced is approximately 27 percent less than the median
income county-wide. Approximately 50 percent of the City’s households earn less than $35,000
a year, putting the City into the low-income category. It has a larger concentration of below-
poverty level households (28.1%) than the County.

The 2009 Analysis of Impediments reports that in 2007, the median income for California had
risen to $67,484. This is a 27.3 percent increase over the 2000 levels. The national figure
increased 22.2 percent over 2000 levels to $61,173. Yet Merced’s median family income
remained virtually unchanged at $32,840. In addition, while the percentage of families with
income below $25,000 dropped significantly in California (15.2%), and nationally (16.5%), it
actually rose in Merced to 38.7 percent. As a result, this segment of Merced’s population has
continued to sink deeper into economic distress throughout the decade.

The continued trend of Merced experiencing economic distress has resulted in more families
living in poverty within the City of Merced. The 2007 American Community Survey shows the
number of people living in poverty had risen to 26.3 percent, while the State wide rate fell to 9.3
percent. For families with children under 18, the percentage of those living in poverty rose to
32.3 percent while California’s percentage dropped from 15.3 percent to 13.7 percent. For
families with children under 5, Merced’s figure rose to 40 percent and the state-wide percentage
declined from 19 percent to 12 percent.

While the overall number of households with children increased over the last several years, the
number of female-headed households with children increased even more significantly. In 2000,
the number of female-headed households with children in Merced was nearly one and a half
times the State and national levels. By 2007, this picture had not improved, but had risen to 45.4
percent of all female-headed households living in poverty while the state percentage had
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decreased to 23.9 percent. Female-headed households with children under 18 rose to 53 percent
and an astronomical number of 79.8 percent for those with children under 5 years of age.

The number of female-headed households with children comprise a larger portion of the overall
population in Merced compared to the number in California or nationally. Female-headed
households with children represent 21.7 percent of all families in Merced. This is almost double
the state and national statistics (Analysis of Impediments to Fair Housing Choice May 2009).

Summary of Housing Needs:

In summary, the greatest need for housing assistance is among poverty level, extremely low and
very low-income households, where the incidence of housing overpayment affects the vast
majority of households, particularly among renter households and among households making
less than 30 percent of median income. Elderly households also represent a significant
assistance need, particularly among elderly households with incomes less than 30 percent of
median and elderly households that rent. The housing needs of large family households are
greatest among those households in the very low-income category, where severe housing
overpayment is widespread. For large family households with incomes greater than 50 percent
of median, the most significant housing problem is overcrowding.

Basis for Assigning Priorities:

To determine the priorities for the next five years, the City considered the housing needs
and the high percentage of the City’s population who fall into the low-income categories
(extremely low, very low, and low). In addition, the overall needs of the neighborhoods
with high concentrations of low-income individuals were considered. City staff regularly
consults with other organizations providing services to individuals and families with low-
incomes. This helps in determining what programs and services are needed to meet the
needs of the low-income individuals and families of our community.

Barriers to Meeting Underserved Needs:

Obtaining enough funding to sufficiently provide housing for the poverty level, extremely low,
very low, and low-income households is the dominant barrier to meeting underserved needs. In
addition, government controls also create a barrier in certain situations. Although the City has
amended the Zoning Ordinance over the last few years to attempt to relieve the burden placed on
affordable housing, unfortunately, the cost of City fees and construction costs continue to be
burdens on meeting the needs of this segment of the population.

Effects of Existing Market:

The number of homeowners in Merced is greatly out-numbered by renters. Due to low-paying
jobs and the lack of jobs available result in a large number of low-income and poverty level
households. The result is that most households in Merced lack the financial resources to
purchase and maintain a single-family home.

With the opening of the University of California, Merced, there has been a population surge over
the last several years. In addition, it brought a great deal of speculation to the housing market
which resulted in a dramatic rise in housing prices. Currently, with the economic down-turn, and
especially in the housing market, the cost of housing has dropped dramatically. With this
change, many homeowners have found themselves “underwater” with their mortgage, meaning
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their mortgage is currently more than the value of their home. Even worse than having a
mortgage “underwater”, is the foreclosure rate which has displaced many people, both owners
and renters alike.

While lower housing prices typically make housing more accessible to low-income households,
this has not been the case in Merced. Many homeowners who were able to obtain a mortgage
under the previously loose requirements are now facing foreclosure or have already been
foreclosed upon. In addition, many of the homes that have undergone foreclosure have been
purchased by out of town buyers who use them as a rental investment. Because of this, the cost
of rent is still unaffordable for many of the Merced residents.

The high unemployment rate also makes it difficult for residents to purchase homes. With the
current unemployment rate as high as 22.1 percent, may people have lost their jobs and do not
have the necessary resources needed to purchase a home no matter how affordable.

Explanation of Disproportionate Needs:

An ethnic group is determined to have a disproportionate need when the average need of the
group is 10% greater than what is considered average for the City. The average need of each
group is identified within the parenthesis in the tables on the next page.

Figure 16
Percent of Renter-Occupied Households with Any Housing Problems
All Renters All Minority Black Renters Hispanic
Renters Renters
Total 58.6 73.7 66.0 67.2
0-30% of MFI 93.7 (103.7) 94.5 89.7 944
31-50% of MFI 87.7 (97.7) 87.8 834 83.1
51-80% of MFI 69.8 (79.8) 713 73.9 56.3

Source: 2000 US Census
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Figure 17
Percent of Owner-Occupied Households with Any Housing Problems
All Owners All Minority Black Owner Hispanic
Owners Owners
Total 58.6 73.7 66.0 67.2
0-30% of MFI 93.7 (103.7) 945 89.7 94.4
31-50% of MFI 87.7 (97.7) 87.8 834 83.1
51-80% of MFI 69.8 (79.8) 713 73.9 56.3
Source: 2000 US Census
B. SPECIFIC OBJECTIVES/AFFORDABLE HOUSING 91.215 (b)

30.

31.

32.

Note: Specific affordable housing objectives must specify the number of extremely low-
income, low-income, and moderate-income households to whom the jurisdiction will provide
affordable housing as defined in 24 CFR 92.252 for rental housing and 24 CFR 92.254 for
homeownership. (24 CFR 91.215(b)(2)

29. Identify each specific housing objective by number (DH-1, DH-2, DH-2), proposed

accomplishments and outcomes the jurisdiction hopes to achieve in quantitative terms
over a specified time period, or in other measurable terms as identified and defined by
the jurisdiction.

Complete and submit Table 1C Summary of Specific Objectives or, if using the
Consolidated Plan Management Process (CPMP) Tool, the Summaries.xls file.

Describe how Federal, State, and local public and private sector resources that are
reasonably expected to be available will be used to address identified needs for the
period covered by the strategic plan.

Indicate how the characteristics of the housing market will influence the use of funds
made available for rental assistance, production of new units, rehabilitation of old
units, or acquisition of existing units.

If the jurisdiction intends to use HOME funds for tenant-based rental assistance,
specify local market conditions that led to the choice of that option.

The objectives defined by the City of Merced Consolidated Plan provide a strategic framework
for the City’s Housing Program on a five-year horizon. The following is a description of each
objectives, policies, and activities to be undertaken to support and provide more affordable
housing in the City of Merced:
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AVAILABILITY/ACCESSIBILITY TO DECENT HOUSING (DH-1)

Objective A: Housing Rehabilitation, Reconstruction, and Priority Neighborhood
Revitalization

The City of Merced has identified the following goals in relation to housing rehabilitation,
reconstruction, and neighborhood revitalization in the City:

[ | Ensure quality affordable housing through the Rehabilitation and Reconstruction of the
existing housing stock.

] Support the Code Enforcement activities to diminish slum and blight and to revitalize
low-income neighborhoods

Analysis - The survey of City housing conditions conducted in the Fall of 1991 identified 1,502
housing units in the City that are substandard and in need of rehabilitation. Loss of these units
from the City's housing stock would be extremely detrimental to the cause of affordable housing
since most of these units are located in the older sections of Central and South Merced where
there are significant concentrations of low and very low-income households.

Rehabilitation of such housing units is a critical component to the City's affordable housing
efforts as it provides a relatively inexpensive strategy for maintaining and improving the number
of units that are available to low and very low-income households. In addition, rehabilitation
activities can help expand the inventory of housing for special needs groups such as large family
households and people with disabilities. This is the rationale that the City has assigned the
highest priority for this activity.

Through renovations and additions, existing units can be modified and/or expanded to provide
suitable housing at a much lower cost than new construction. The rehabilitation, reconstruction
activities will help alleviate the current incidence of overcrowding in the City, most of which
occurs at higher rates in minority populations, which are predominately located in Central and
South Merced. These are areas of low-income concentration and racial/ethnic minority
concentration. Central and South Merced are also areas where the majority of the City's older
housing stock is located and, therefore, the areas with the greatest potential for lead-based paint
hazards.

The centerpiece of the City's rehabilitation efforts to date has been the Housing Rehabilitation
Loan Program, representing the largest budget allocation for housing-related programs in the
City. The program has been extremely popular and successful, providing low-interest loan funds
to eligible households. These funds then are recycled into additional loans for other households
as they are repaid over time.
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Policies:

Obijective A:

Policy:
A-1Continue the City’s Housing Rehabilitation Loan
Program for owner occupied and rental units

To help retain existing affordable housing units and to ensure a high-quality housing stock, the
City of Merced shall provide low-interest loans to homeowners to assist them in rehabilitation
efforts. To this end, the City shall promote and pursue the following Implementing
Programs:

A-l.a Continue the Housing Rehabilitation Loan Program for Homeowners and
Owners of Rental Properties

Continue and expand, as needed, the City’s Housing Rehabilitation Loan Program. Through
the Program, provide low-interest rehabilitation loans to qualifying homeowners and owners
of rental properties. Loan principal and interest are paid back over time through a revolving
loan pool that is then used to assist others in upgrading their units to meet code requirements
and quality standards.

Target date: Ongoing

Objective: Provide Assistance to 150 units over the next 5 years (approx. 30 per year)
Responsibility: Housing Program

Funding Sources: CDBG, HOME, Redevelopment Funds

A-1.b Identify and Notify Owners of Substandard Units

Identify substandard units in need of rehabilitation and notify owners of the availability of
financing through the Housing Rehabilitation Loan Program.

Target date:  Ongoing
Responsibility: Housing Program

Activities:

1) Housing Rehabilitation and Reconstruction Program

Loans utilizing CDBG, HOME, and RDA Housing Set Aside funds are made to rehabilitate or
reconstruct substandard dwelling units. These activities constitute a scope of work that restores
or replaces the dwelling unit to fully acceptable standards. This category also includes single-
family new construction projects on vacant lots and emergency loans. Emergency Loans are
issued to correct deficiencies in a short time frame that if left uncorrected would lead to greater

deterioration or make the property uninhabitable. Examples of such activities are roof repairs
and sewer line replacements.

Funding Source: CDBG and HOME Funds

Accomplishment/Outcomes:

Complete a minimum of four rehabilitation/reconstruction projects per fiscal year covered by this
Plan.
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2) Lead Hazard Evaluation and Abatement Program

All rehabilitation projects undertaken with funds provided by the City of Merced Housing
Program are examined for lead-based paint hazards. If any are identified, they are remediated as
a part of the project.

Funding Source: CDBG and HOME Funds
Accomplishments/Outcomes:

Perform lead hazard evaluations on all rehabilitation projects undertaken and perform abatement
when lead hazards are found.

Objective D: City Coordination
(Obijectives B & C are under affordability and availability of decent housing on the following

pages)

Analysis - An important aspect of the City's housing role is that of serving as a coordinator of
affordable housing activities in the City. This role does not serve a particular need group, but
rather serves all groups and needy populations by ensuring that the housing programs and
activities described in the previous three priority areas are properly implemented, evaluated, and
refined on an ongoing basis. These activities require ongoing communication between the City,
other housing-related agencies, and those being served by housing programs and activities.

Policies:

Objective D

Policy D-1
Ensure that the City of Merced Provides it’s Fair-share of Affordable Housing

To respond to the overall need for affordable housing in Merced County and to recognize that
affordable housing is an issue that crosses jurisdictional boundaries, the City shall strive to
provide its fair share of affordable housing in the County as identified by the Merced County
Association of Governments. To this end, the City shall promote and pursue the following
Implementing Programs:

D-1.a Provide Ongoing Public Information on Affordable Housing Issues and Programs
Ensure that information on affordable housing issues and programs in the City of Merced is
made available to city residents, developers, and local lenders, by placing program brochures,
copies of city documents, and other pertinent information in the city libraries and at the
Merced Civic Center. In addition, make this information available to community-based
groups serving lower income residents, such as the Lao Family Community Center.
Maximize public visibility for housing programs by encouraging representatives of the local
media to cover affordable housing as an important community issue in need of community-
wide attention and response.

Obijective: Ongoing
Responsibility: Housing Program
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D-1.b Review, Revise and Confirm Goals, Policies, Programs, and Quantified Objectives
Every Five Years

Conduct a comprehensive review of goals, policies, programs, and quantified objectives
included in the Consolidated Plan on a five-year interval. Revise and re-confirm goals,
policies, and programs and identify new quantified objectives during the review process.
Update the City’s Housing Element to reflect the new five-year Consolidated Plan as
necessary.

Targetdate: 2015
Responsibility: Housing Program, Planning Division, and City Council

D-1.c Coordinate with County-wide Policies and Objectives

City staff shall work with staff from the County to periodically review and update policies,
programs, and quantified objectives identified in the City of Merced Consolidated Plan and
related policy documents to ensure consistency with projections from the Merced County
Association of Governments. Consistency between the City and County housing policies and
programs shall also be reviewed, with opportunities for cooperative efforts identified and
pursued. The review shall coincide with the Annual Program Review authorized in
Implementing Program D-2.a.

D-1.d Pursue Land Acquisition Opportunities for Affordable Housing Projects in the
City

City staff shall work with non-profit/profit developers, organizations, and other city agencies
to purchase land for the development of affordable housing.

Target date:  Annual
Responsibility: Housing Program, Planning Division

Policy D-2
Educate the Public Regarding Fair Housing Issues and Programs

To ensure that the City’s affordable housing programs and related efforts have maximum
impact and benefit, to promote equal housing opportunities for all persons regardless of race,
religion, sex, marital status, ancestry, national origin, or color, and to build public awareness
of and support for affordable housing programs, the City shall provide public information and
educational materials on affordable housing issues and the programs being undertaken by the
City to address those issues. To this end, the City shall promote and pursue the following
Implementing Program:
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D-2.a Review and Update the Analysis of Impediment to Fair Housing Choice

Review and update the 2002 Analysis of Impediment (Al) to identify impediments to fair
housing choice within the community and take appropriate actions to overcome the effects of
any practices or limitations identified.

Target date:  Fiscal Year 2014
Responsibility: Housing Program

Policy D-3
Work with local Organizations to Provide Fair Housing Services as Needed

To take appropriate actions to overcome the effects of any discrimination practices or other
limitations in the City of Merced, the City shall promote and pursue the following
implementation program:

D-3.a Continue to Support Fair Housing Services Provider Program

Maintain the services of Central Valley Coalition for Affordable Housing on fair housing
services to provide individual counseling and advocacy services to households who feel they
have been discriminated against. This service is provided by the City’s fair housing services
provider and will include referrals to outside agencies as required if complaints need to be
filed.

Target date:  Ongoing
Responsibility: Housing Program

Activity:
Housing Program Oversight/Fair Housing

An on-going series of activities has been undertaken by the City of Merced’s Housing Program
to ensure that low and moderate-income households receive maximum benefit from the funds
received by their local government. This area of activity includes constant attention to good
communication between various service-provider agencies in the community, knowledge of
market conditions and forces that drive good policy decisions regarding the use of resources, and
constant evaluation of program efforts. It also refers to the monitoring of the City’s Analysis of
Impediments to Fair Housing Choice. In addition, Fair Housing activities are part of this
activity. This includes a contract with the Central Valley Coalition for Affordable Housing to
provide fair housing services for the residents of Merced, including a fair-housing hotline.

Funding Source: CDBG and HOME Funds

Accomplishments/Outcomes:

Continue to operate the Fair Housing hot-line to provide services and information to tenants in
need of Fair Housing support. In addition, the city will continue to foster good communication
with other service providers.
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AFFORDABILITY OF DECENT HOUSING (DH-2)

Objective B: New Affordable Rental Housing Construction

Analysis - Although housing prices are beginning to come back to a more affordable for many of
the citizens of Merced, there is still a shortage of housing units in the City of Merced that are
affordable to extremely low, very low and low-income households. This fact has been
emphasized repeatedly in the Community Profile and Market Analysis. According to the 2006-
2008 American Community Survey, the incidence of overcrowding has improved since the 2000
Census, but the vacancy rate has increased and the number of households over-paying for
housing expenses has not improved. The 2006-2008 ACS reports 27.6% of the households with
an income less than $20,000 are paying 30% or more for housing costs. The percentage
overpaying for households making $20,000 to $34,999 is 30.3%. Approximately 60 percent of
all renter occupied households pay 30% or more of their income for housing costs.

In particular, there is a shortage of housing units that can meet the needs of large family
households with very low or low-incomes. These households currently experience the highest
incidence of housing overpayment, with nearly 100 percent of such households with incomes
below 30 percent of median paying more than 30 percent of their income on housing.

Another area of consideration is people who are homeless and people who are threatened with
homelessness. Again, these issues are closely tied to the availability of affordable housing units
and special facilities that can meet the particular needs of such persons. Merced saw a large
increase in the number of housing units constructed over the last five years. Unfortunately only
a small number of them were affordable housing units.

The City partnered with private developers to construct two apartment complexes that provide
about 430 affordable housing units (The Grove, Sunnyside and Sunny View). In addition, the
City contributed to the construction of a permanent housing shelter. While these projects
represent good progress, there is still a shortage of affordable housing in the City of Merced.
More new construction activities that increase the supply of affordable housing in the City will
help to improve the situation for these persons, particularly when such construction activities are
pursued in cooperation with other agencies in the City that are serving these populations.

Persons who are not homeless but who have special housing needs are another group that can
benefit from new construction activities. These persons may require specialized housing design,
such as accessible housing for persons with disabilities or a residential care facility for persons
with AIDS. City housing activities that encourage the construction of such housing can help to
meet these housing needs that would likely not be met by private developers alone.
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Policies:

Objective B
Policy B1: Support Increased Densities In Residential Areas

To lower the per-unit land costs for new construction, the City of Merced shall explore the
potential for increasing residential densities in areas of the City where such increases are in
keeping with the City’s General Plan goals. To this end, the City shall promote and pursue
the following Implementing Programs:

B-1.a Continue to Monitor Residential Densities Through the General Plan Process

An evaluation of residential densities was conducted during the update of the City’s General
Plan Land Use Element in 1997. In particular, density increases were implemented in
residential areas that were: 1) within one-quarter mile of school facilities, retail areas, or
employment districts; or 2) within three city blocks of major arterials and public transportation
routes. This is an ongoing process that needs to be monitored on at least a bi-annual basis.

Target date: Ongoing process monitored on a bi-annual basis
Responsibility: Planning Division, Planning Commission, and City Council

B-1.b Promote the Use of Residential Planned Development Zoning Designation

Promote the application of Residential Planned Development designations in areas of new
development to encourage innovative site planning and clustered housing design.

Target date:  Ongoing program utilized as new development application are received
Responsibility: Planning Division, Planning Commission, and City Council

B-1.c Encourage Mixed Use Development Downtown

Encourage mixed-use residential/office/retail approaches to new development in the City’s
downtown area to support both affordable housing and economic development goals.

Target date: Ongoing
Responsibility: Planning Division, Redevelopment Agency, Housing Program, Planning
Commission, & City Council
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Policy B-2:
Pursue joint development agreements with profit/non-profit affordable housing developers

To actively support the construction of new affordable housing units and to leverage public
funds for maximum benefit, the City shall promote and pursue the following Implementing
Program:

B-2.a Participate in Joint Development Agreements

Authorize City staff to explore and, if feasible, develop agreements for the joint public/private
development of affordable rental and ownership housing in the City of Merced. City
participation in development agreements shall:

¢ Ensure a minimum affordable housing mix (e.g., 5% very low income, 10% low
income, and 10% moderate income).

+ Ensure affordability of rental units for a period five (5) years minimum or as is
specified in the type of loan used for the project.

+ Require that for-sale units be owner-occupied and that they carry subsidy recapture
provisions for a minimum time period (e.g.; 20 years) with the level of City subsidy
determined at the time of construction as a percentage of development costs. For
example, if the City provides a subsidy of $5,000 towards a unit that costs $50,000 to
construct and that unit is sold in 25 years for a sum of $500,000, the City shall receive
$50,000 from the sale to reinvest in new affordable housing developments.

+ Require that units receiving subsidy be guaranteed at below-market rents or sales prices
for a period of time (e.g., 20 years), with annual rents and allowable sale prices
adjusted for inflation. The City may also retain “first right of refusal,” i.e., the right to
purchase the unit before it is offered for sale to any other buyers.

Obijective: Ongoing
Responsibility: Housing Program, Planning Division, Redevelopment Agency, City
Attorney, Finance Department, Planning Commission, and City Council
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Policy B-3
Provide Priority Review and Permitting for Affordable Housing Projects

To encourage and facilitate the construction of affordable housing for low and moderate-
income households, the City shall pursue and implement the following Implementing
Program:

B-3.a Provide Priority Review and “Fast-Track” Permitting for Affordable Housing
Developments

Review the City’s current procedures for processing development proposals and approving
permits, to identify strategies for accelerating the permitting process for affordable housing
developments. This will help shorten the pre-construction period for these projects and
reduce their carrying costs. Possible recommendations might include procedural changes,
one-stop processing, or increased staffing for review of applications.

Target date: Ongoing program
Responsibility: Planning Division, Building Division, and Public Works Department

Policy B-4
Pursue State and Federal Funds for Developing New Housing Construction

To maximize the public monies available for new housing construction in Merced and fully
leverage the use of local funds, the City shall pursue and promote the following Implementing
Programs:

B-4.a Apply for State and Federal Funds to Support New Housing Construction

Identify and apply for funding at the State and Federal levels to finance the construction of
new affordable housing in the City. When possible, pursuit of State and Federal monies shall
be coordinated with other local agencies and jurisdictions, with private developers and/or with
local lending institutions.

Target date:  Apply for federal funds each year over the next 5 years and State funds as
they become available

Responsibility: Housing Program

B-4.b Provide Assistance for Private and Nonprofit Applicants to State and Federal

Programs

Assist private and nonprofit individuals or organizations in applying for State and Federal
funds. Assistance may take the form of information referral, consultation regarding program
applications, and/or lobbying by local officials on behalf of the applicant.

Target date: Ongoing
Responsibility: Housing Program
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Policy B-5:
Work in partnership with the local community organizations to support housing to meet
special needs

To ensure that housing in Merced responds to the full range of housing needs present in the
population, the City shall promote and pursue the following Implementing Programs:

B-5.a Promote and Develop Housing to Meet Special Needs

Work with private and nonprofit developers to finance, design, and construct housing to meet
special needs. Such projects might include, but are not limited to: senior housing, including
congregate care facilities; housing for people with physical and mental disabilities; and
housing for large families.

Target date: Ongoing

Responsibility: Housing Program

B-5.b Continue to pursue projects with the Central Valley Coalition for Affordable
Housing (a local CHDO)

The City of Merced will continue to work closely with the Central Valley Coalition for
Affordable Housing (a local CHDO) to develop projects to serve groups/individuals with
special needs. One source of funding is the HOME, CHDO Set-aside.

Obijective: Ongoing
Responsibility: Housing Program and Central Valley Coalition for Affordable Housing

B-5.c Partner with Community Development Based Organizations (CDBO) in the City.
Partner with Community Based Development Organizations to carry out certain activities to

include, but not limited to: affordable housing, community economic development, or energy
conservation projects.

Target date: FY 2015
Responsibility: Housing Program

Activity:
HUD Section 108 Loan Guarantee Payments (The Grove Apartments)

In October 2002, the City of Merced amended the FY 2002 HUD Annual Plan to approve the
financing package for the Grove Apartment project. The Grove Apartments consist of 204 new
apartment units on Parsons Avenue between Childs and Gerard Avenues in Southeast Merced.
Because the Grove utilized State tax-exempt housing bonds, State tax credits, Section 108 loan,
and HOME funds, all 204 units were set-aside for low and moderate-income tenants that meet
the strict income requirements of all these programs.

The funding package included a $4 million loan from the HUD Section 108 Loan Guarantee
Program. HUD 108 loans are guaranteed by future CDBG allocations to the City. The loan for
the Grove project is $4 million for a 20-year term at about 5 percent interest. If the Grove’s
income proves to be insufficient for debt service in any given year, repayment must come from
the City’s CDBG funds.
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Funding Source: CDBG Funds
Accomplishments/Outcomes:

Provide Section 108 Loan payments for the Grove Apartments until the complex becomes self-
sufficient and able to service the debt from income from the project. The City expects to make
these payments for the period covered by this plan.

AVAILABILITY OF DECENT HOUSING (DH-3)
Objective C: Housing Affordability (Homebuyer Assistance Programs)

Analysis - An income less than 80 percent of the median, adjusted for family size, is classified as
“lower income” by the U.S. Department of Housing and Urban Development. In 2000, the
number of lower income households in Merced increased to 39.5 percent. The 2006 to 2008
American Community Survey 3-year Estimates indicate a continued increase in the number of
“lower income” households in the City of Merced. This survey shows approximately 44 percent
of all households in Merced have incomes at 80 percent or less of the area median income, with
23.6 percent of all families living below poverty level.

New construction and rehabilitation activities help to increase and improve the stock of lower
rent units in the City, but they cannot entirely bridge the affordability gap that exists for many
very low-income households. In 2000, median family income for Merced was $32,470. Today,
it is $39,050. Fifty percent of the median family income is $19,550. Assuming that a household
pays 30 percent of its gross income on housing, a household with an annual gross income of
$19,550 can afford a monthly rent of $488. If a household’s income falls in the “extremely low
income” range, making 30 percent or less of the median income, that household could afford a
monthly rent $294.

The median rent in Merced in 2000, was $509. In 2010, the average rent for a one-bedroom unit
is $658. The majority of housing units in Merced City are renter occupied. The 2006-2008 ACS
estimates 60 percent of the housing units in Merced are renter occupied. In 2000, the median
gross rent for Merced was $435. The 2008 ACS reports the median gross rent as $727. A
household paying more than 30% of its income on all housing costs including utilities is
considered to be cost burdened. A household paying more than 50% of its income for housing is
considered to have a severe cost burden. 80% to 90% of very low-income households are cost
burdened. 30% to 85% of low-income households are cost burdened.

Central Merced and South Merced have a disproportionate number of households in the Low and
Very Low-income categories. In particular, there is a large disparity between the concentration
of low-income households in the tracts of North Merced and the tracts of South Merced, where
the most significant concentrations occur. While low and very low- income households
represent 40 percent of all households citywide, approximately 75-80 percent of the households
in South Merced fall into the low and very low-income categories.

Another pressing housing need in Merced is the number of low and moderate-income households
who are at the threshold of home ownership but unable to enter the sales market due to the
barrier of a down payment. These households are typically moderate-income households who
can afford monthly mortgage payments on a low-cost home but who do not have the resources
for a 5 percent down payment.
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While the City of Merced recognizes rental assistance as a pressing need in the City, it sees its
role as one of coordination and support in relation to other organizations in the City and County
that currently operate such programs, namely the Housing Authority of the County of Merced
(Section 8/Housing Choice Vouchers) and the Merced County Community Action Agency
(MCCAA). The City has also assigned priority to home buyer assistance for first-time
homebuyers and people who are homeless or have special needs.

Policies:

Policy C-1: Provide Down-payment Assistance to Qualifying Homebuyers

To make home ownership accessible to households of low and moderate income, the City
shall provide low-interest loans to assist such households with their down payments. To this
end, the City shall promote and pursue the following Implementing Program:

C-1.a Continue the First Time Home Buyers Program

Continue to provide low-interest loans to first-time low and moderate-income homebuyers
through the City's First Time Home Buyers Program.

Target Date: Ongoing

Objective: Provide Assistance to 5-8 homebuyers per year
Responsibility: ~ Housing Program, Redevelopment Agency, City Council
Funding Source: CDBG and/or HOME Funds

Activity:
First Time Homebuyers Assistance Program

Utilizing HOME funds, the City provides down payment and closing cost loans to assist first
time homebuyers to purchase their first residence through the First Time Home Buyers (FTHB)
program.

The current Program guidelines are as follows:
+ Maximum loan amount of $30,000.
+ The interest rate is 3% fixed, and

¢ The term of the loan is 30 years (deferred for the first five years).
Funding Source: HOME Funds

Accomplishments/Outcomes:

Provide a minimum of 5 loans per year to First Time Homebuyers throughout the period covered
by this Plan.
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C. PuBLIC HOUSING STRATEGY 91.215 (c)

33. Describe the public housing agency's strategy to serve the needs of extremely low-
income, low-income, and moderate-income families residing in the jurisdiction served
by the public housing agency (including families on the public housing and section 8
tenant-based waiting list).

34. Describe the public housing agency’s strategy for addressing the revitalization and
restoration needs of public housing projects within the jurisdiction and improving the
management and operation of such public housing.

35. Describe the public housing agency’s strategy for improving the living environment of
extremely low-income, low-income, and moderate families residing in public housing.

36. Describe the manner in which the plan of the jurisdiction will help address the needs of
public housing and activities it will undertake to encourage public housing residents to
become more involved in management and participate in homeownership. (NAHA Sec.
105 (b)(11) and (91.215 (k))

37. If the public housing agency is designated as "troubled"” by HUD or otherwise is
performing poorly, the jurisdiction shall describe the manner in which it will provide
financial or other assistance in improving its operations to remove such designation.
(NAHA Sec. 105 (9))

Section 8 Rental Voucher Programs along with public housing programs in the City of Merced
are operated by the Housing Authority of the County of Merced (HACM). The Housing
Authority currently owns 477 housing units that are rented to low to moderate income families in
the City of Merced. In addition the Housing Authority also operates the Housing Choice
Voucher program. Currently, they provide approximately 1911 vouchers to families living in the
City.

There are 4,648 families on the Housing Choice VVoucher waiting list. The Housing Authority
uses “Broad Base Rent” selection criteria to draw from the waiting list of prospective applicants.
The waiting list for this program opens and closes depending on waiting list volumes. The
Housing Authority also has programs to assist low-income household to purchase a home.
Through the Homeownership Program, down payment set aside funds and home buying
assistance is provided.

The Resident Opportunities for Self-Sufficiency (ROSS) program is also offered through the
Housing Authority. Through this program, families earn an escrow account that they receive
after they fulfill their Family Self Sufficiency (FSS) contract of becoming economically
independent. The Housing Authority provides case management and goal setting assistance.
There are currently approximately 130 families participating in this program.

The City of Merced has identified two strategies to address the needs of public housing in this
Consolidated Plan--1) the City will pursue funds to construct new affordable rental housing
units; and 2) the City to continue working with the Housing Authority to continue/expand the
Housing Choice Voucher program and other programs to help provide housing to low-income
families.
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VI. HOMELESS
A. PRIORITY HOMELESS NEEDS

*Refer to the Homeless Needs Table 1A or the CPMP Tool’s Needs.xls workbook
38. Describe the jurisdiction's choice of priority needs and allocation priorities, based on
reliable data meeting HUD standards and reflecting the required consultation with
homeless assistance providers, homeless persons, and other concerned citizens
regarding the needs of homeless families with children and individuals.

39. Provide an analysis of how the needs of each category of residents (listed in question
#38) provided the basis for determining the relative priority of each priority homeless
need category.

40. Provide a brief narrative addressing gaps in services and housing for the sheltered and
unsheltered chronic homeless.
A community should give a high priority to chronically homeless persons, where the
jurisdiction identifies sheltered and unsheltered chronic homeless persons in its
Homeless Needs Table - Homeless Populations and Subpopulations.

Given that facilities and services for homeless persons within the City are currently provided by
several non-City public and private service agencies, the City has not independently outlined any
necessary funding for programs or priorities. However, to the extent possible, the City shall
continue to coordinate with these agencies to address needs of families/individuals that have
been displaced from the housing market and will rely on these agencies to help guide the City’s
priorities for homeless funding. Funding and priority issues are addressed as part of the
Continuum of Care (CoC) Strategy.

The 2009 CoC placed permanent housing for the chronically homeless as the highest priority. If
funded, this project would provide eight permanent housing units for Merced’s chronically
homeless population. Turning Point, a local non-profit mental health provider, would operate the
program.

Another priority for the CoC is to develop a permanent housing committee to help identify other
possible resources to increase the permanent housing supply. The 2009 CoC identifies 341
persons experiencing homelessness. Of this number, 213 are unsheltered. The following table
identifies the number of sheltered and unsheltered individuals by sub-population.
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Figure 18
Sheltered Unsheltered Total

Chronically Homeless 21 30 51
Severely Mentally 11l 62 24 86
Chronic Substance Abuse 88 46 134
Veterans 9 13 22
Persons with HIV/AIDS 3 0 3

Victims of Domestic Violence 30 15 45
Unaccompanied Youth (under 18) 0 0 0

Total 213 128 341

In comparing the Continuum of Care’s sheltered population during the 2007 and 2009 point-in-
time counts, a decrease in the number of beds available for emergency domestic violence shelters
as well as the number of beds available for emergency shelter during the winter months was
revealed. This decrease can be attributed to the closure of A Woman’s Place and not operating
the Armory shelter during the winter months.

A Woman’s Place closed in 2009. This shelter offered 65 beds during the 2007 count. The
Valley Crisis Center took over the services of A Woman’s Place, but only provided 15 beds
during the 2009 count. This change resulted in a loss of 50 beds. However, due to this decrease,
other communities (outside of the CoC) have partnered with the Valley Crisis Center to assist
with shelter and help ensure this population remains off the streets.

Prior to the permanent homeless shelter being constructed, a winter shelter was provided at the
National Guard Armory. This shelter provided 100 beds during the winter months. The
permanent shelter provides 60 beds year-round, but the number of beds during the winter months
has been decreased by 40 beds.

The CoC also identified a 61% increase in the homeless population who has a chronic substance
abuse problem from the 2007 point-in-time survey compared to the 2009 survey. The CoC also
reported a 27% decrease in veterans as part of the homeless population.

Factors that may have contributed to the increase in the number of homeless with a chronic
substance abuse issue include overcrowding in jails, resulting in an early release of inmates that
have histories of substance abuse. In addition, it is thought the survey is reaching more of the
homeless population than in previous years and more of the homeless population are “trusting”
the process and feel safe disclosing information they may not have previously disclosed.

In 2009, the Merced Community Action Agency opened a shelter for homeless women and
children. This shelter, named Canal Creek, provides 16 beds, meals, self-sufficiency classes, and
permanent housing placement assistance. The Agency also offers “Homeless Prevention Funds”
in the form of a one-time cash payment to place the homeless in permanent housing, or to
maintain current housing. This program is available on an on-going basis until funds are
exhausted. All programs are designed to be a temporary fix to alleviate the discomforts
associated with homelessness, while attempting to place the customers in permanent, long-term
housing.

In an effort to find and assist homeless youth, the Merced Union High School District
(MUHSD), a partner of the CoC, employs a part-time homeless liaison. MUHSD received
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Recovery Act funding in the amount of $50,000 per year over the next 3 years to fund this
position. The liaison helps to identify and track homeless youth and their families, increase
homeless student’s access to school programs, increase coordination between schools and
agencies providing services to homeless children and youth, and increase referral services for
students and families to access mainstream resources.

In an effort to identify and engage individuals who sleep on the streets or in buildings that are
unsafe for human habitation, the City’s Code Enforcement Officers visit sites where transients
take refuge on the streets, canal banks, and under bridges. The officers speak with the homeless
regarding their basic needs and provide referrals as necessary. It should be noted that partial
funding for the Code Enforcement program is provided through CDBG funds.

The Merced County Human Services Agency also visits these sites to try to determine, on an
individual bases, if these individuals would access services or if there are services they are not
currently accessing. This process brings the information and services to the site instead of them
having to initiate and visit the Human Services Agency. In addition, the Merced County Mental
Health Department representatives conduct a weekly outreach to mentally ill homeless living on
the streets, in encampments, and in vehicles to offer services.

The City and other agencies of the Continuum of Care will work to determine if another
permanent homeless facility is needed or if efforts should be focused on transitional shelters. If a
project is feasible, the City will strive to provide funding, if possible.

B. HOMELESS STRATEGY 91.215 (d)

Homelessness:

41. Describe the jurisdiction's strategy for developing a system to address homelessness
and the priority needs of homeless persons and families (including the
subpopulations identified in the needs section). The jurisdiction's strategy must
consider the housing and supportive services needed in each stage of the process
which includes preventing homelessness, outreach/assessment, emergency shelters
and services, transitional housing, and helping homeless persons (especially any
persons that are chronically homeless) make the transition to permanent housing and
independent living.

42. Describe the jurisdiction’s strategy for helping extremely low- and low-income
individuals and families who are at imminent risk of becoming homeless.

As described above, the City works with other agencies to provide shelters and other housing
needs for the homeless community. Many of these agencies utilize the Homeless Management
Information System (HMIS) program to track the characteristics and needs of the homeless
population.

For several years, the City has worked with other agencies to help address the homeless needs of
our community. Beginning in 2004, the City and County of Merced have contributed $25,000
each (total of $50,000) for the preparation of the Continuum of Care Plan by the Merced County
Association of Governments (MCAG). The 2005 Merced County Continuum of Care Plan and
Grant Application was awarded $565,953 from HUD to fund the HMIS and a supportive housing
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project known as Project Home Start. The 2006, 2007, and 2008 Continuum of Care Plan and
Grant Applications were only awarded renewal funding to sustain the HMIS system. In 2009,
the Continuum of Care program received $81,163 to continue the HMIS project for gathering
characteristics of the homeless population and the services they are accessing.

In addition to the HMIS grant in 2009, Project Home Start received $134,466 to continue
providing permanent supportive housing to four chronically homeless, mental health clients. The
CoC also applied for funding for two new projects that will be operated in Merced County. First,
$248,783 (for 2 years) will provide funding for a permanent supportive housing project for six
chronically homeless adults. Supportive services, operations, and match requirement will be
provided by “Turning Point,” a local non-profit mental health provider.

The second project for $115,534 (for 2 years) will provide supportive services for a transitional
housing project operated by Community Social Model Advocates. The project will address the
need for residential care of homeless substance abusing women and homeless women with
children by providing housing and supportive services for 10 women with up to six children for a
minimum of 180 days to a maximum of 24 months. Community Social Model Advocates has
committed to providing the necessary cash match. As of May 3, 2009, HUD has not announced
the award of funds for new CoC projects.

In addition to these programs, MCAG is also in the process of working with jurisdictions,
government agencies, and homeless service providers to identify a funding source to develop a
10-Year Plan to End Chronic Homelessness. MCAG released a Request for Proposals (RFP) in
September 2009, to gage the costs of the 10 Year Plan. The City of Merced has allocated funds
to support this plan in the 2010 Annual Plan and expects to continue providing funding as
needed.

In 2006, the City contributed funds for the construction of a new homeless shelter in the City of
Merced, providing 60 beds. This shelter was opened in May 2007. The shelter is operated by
the Merced County Community Action Agency (a non-profit organization) and provides meals,
beds, showers, and laundry facilities. In addition, the shelter provides health care, including
mental health services, counseling, job searches, and classes in a variety of educational areas.

In 2009, the City was awarded $515,203 by HUD for the Homelessness Prevention and Rapid
Re-Housing Program (HPRP). These funds will be used to target individuals and families who
are currently in housing but are at risk of becoming homeless and those who are currently
experiencing homelessness. The funds will be distributed among continuum of care agencies
providing homeless services in the City of Merced to implement the program. This program will
target those who are at risk of becoming homeless as well as those who are currently
experiencing homelessness. Activities provided through this funding are focused on either
providing financial assistance to help pay for housing, or services to keep people in housing or to
find housing. HPRP assistance is not intended to provide long-term support. Assistance is
focused on housing stabilization, linking program participants to community resources and
mainstream benefits, and helping them develop a plan for preventing future housing instability.

Although there are several housing options available for the homeless community, many of them
choose not to take advantage of the shelters. There are various reasons individuals may choose
not to stay at a shelter including the fact that there are no shelters for couples, some have pets
they do not want to be separated from (even though kennels are provided at some shelters), or
they just don’t want to abide by the rules of the various shelters.
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Chronic Homelessness:

43. Describe the jurisdiction’s strategy for eliminating chronic homelessness. This should
include the strategy for helping homeless persons make the transition to permanent
housing and independent living. This strategy should, to the maximum extent
feasible, be coordinated with the strategy presented in Exhibit 1 of the Continuum of
Care (CoC) application and any other strategy or plan to eliminate chronic
homelessness.

44, Describe the efforts to increase coordination between housing providers, health, and
service agencies in addressing the needs of persons that are chronically
homeless.(91.215(1))

As previously mentioned, the City coordinates with the Merced County Association of
Governments (MCAG) to prepare and implement the Continuum of Care (CoC) programs. The
City will assist as much as possible in implementing the strategies and objectives identified in
the CoC and in coordinating efforts among different service providers. The following is
excerpted from the CoC describing the actions planned to address chronic homelessness:

“The CoC ranked a permanent housing project for the chronically homeless as the highest
priority in the 2009 CoC Plan. The project, if funded, will provide eight permanent housing
units for Merced’s chronically homeless population.

Additionally, the CoC will develop a permanent housing committee to begin identifying other
possible resources to increase the permanent housing supply. This committee will meet at least
quarterly beginning in January 2010.

Mental Health Services Act (MHSA) funding will be accessed to create 10 units of permanent
housing within a new construction project (Gateway Terrace). This project will serve
transitional youth age 18 and over, adult/older women and men who are homeless or at risk of
homelessness and have psychiatric disability.

Currently there are 4 beds available for chronically homeless persons. The CoC will strive to
create 6 new beds within the next year, an additional 5 beds over the next 5 years and a total of
30 beds within the next 10 years. The City will provide assistance, as needed, to help achieve
these goals.”

Homelessness Prevention:

45. Describe the jurisdiction’s strategy to help prevent homelessness for individuals and
families with children who are at imminent risk of becoming homeless.

As explained above, the City does not operate homeless facilities, but provides support and
funding as available. Therefore, the City relies on the strategy provided by the CoC. As part of
that strategy, the CoC will strive to create an apartment complex in the City of Merced where
some, if not all, the units will be designated for homeless families. Residents will be provided
with opportunities to develop skills through employment and vocational training to help them
gain self-sufficiency.
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The CoC indicates the current number of homeless families is 10, the CoC recognizes this
number is quite low compared to estimates received from the Merced County Human Services
Agency based on the number of families who have received some type of homeless assistance in
2008. The CoC will work to improve their method of calculating the number of homeless
households with children. Future counts will be coordinated with the local school districts in an
effort to achieve a more accurate count.

Although the City does not operate any homeless facilities, it does endeavor to provide
opportunities for more affordable housing through the Housing Program. This includes joint
projects with private developers, rehabilitation projects, and recently through the use of funds
awarded for the HPRP, which are being used by CoC agencies to implement or continue
programs to assist individuals and families who are currently homeless or art at risk of becoming
homeless.

The Community Action Agency also offers Homeless Prevention Funds are offered in the form
of a one-time cash payment to place the homeless in permanent housing, or to maintain current
housing. Additional information on this program was previously provided in this report under
“Priority Homeless Needs”.

Institutional Structure:

46. Briefly describe the institutional structure, including private industry, non-profit
organizations, and public institutions, through which the jurisdiction will carry out its
homelessness strateay.

Activities to achieve the strategies to address homelessness as described in the CoC will
primarily be carried out by CoC member organizations. The City will continue to provide
assistance and work with all organizations to address homelessness. In the past, the City has
developed projects and worked closely with the Central Valley Coalition for Affordable
Housing, the Merced County Housing Authority, the Merced County Community Action
Agency, and Merced County Mental Health Department. The City anticipates developing more
projects with some or all of these agencies over the next 5 years. In addition, the City will
continue to participate in the preparation of the “10-year Plan to End Chronic Homelessness”.

Discharge Coordination Policy:

47. Every jurisdiction receiving McKinney-Vento Homeless Assistance Act Emergency
Shelter Grant (ESG), Supportive Housing, Shelter Plus Care, or Section 8 SRO
Program funds must develop and implement a Discharge Coordination Policy, to the
maximum extent practicable. Such a policy should include “policies and protocols for
the discharge of persons from publicly funded institutions or systems of care (such as
health care facilities, foster care or other youth facilities, or correction programs and
institutions) in order to prevent such discharge from immediately resulting in
homelessness for such persons.” The jurisdiction should describe its planned activities
to implement a cohesive, community-wide Discharge Coordination Policy, and how the
community will move toward such a policy.
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The City does not have its own policy addressing discharge coordination, but relies on the CoC’s
policies and protocols for discharge planning. The CoC’s discharge planning program includes
food, housing, recovery programs, social activities, finances/budgeting, education, GED
counseling, and physical health. The CoC identifies policies and protocols used by different
systems of care to ensure persons are not routinely discharged into homelessness.

C. SPECIFIC OBJECTIVES/HOMELESS (91.215)

48. Identify specific objectives that the jurisdiction intends to initiate and/or complete in
accordance with the tables prescribed by HUD, and how Federal, State, and local public
and private sector resources that are reasonably expected to be available will be used to
address identified needs for the period covered by the strategic plan. For each specific
objective, identify proposed accomplishments and outcomes the jurisdiction hopes to
achieve in quantitative terms over a specified time period (one, two, three or more years)
or in other measurable terms as defined by the jurisdiction.

Complete and submit Table 1C Summary of Specific Objectives or, if using the CPMP
Tool, the Summaries.xls worksheets.

The City’s Objective to address homelessness is identified in Objective D — City Coordination.
Through this objective, the City provides CDBG funds to the Merced County Association of
Governments (MCAG) for the preparation and implementation of the Continuum of Care. In
addition, the City is participating in and providing for the preparation of the 10-year plan to end
chronic homelessness.

Policies:

Policy D-4:
Coordinate with the County and Local Agencies to end Chronic Homeless by applying for
Continuum of Care grant funds

To work with relevant service agencies to provide assistance in locating housing and related
support services for those who have been displaced from the housing market. The City shall
coordinate with the County and other agencies and nonprofit service providers to secure
transitional housing to meet the temporary and supportive housing needs of these households.
To this end, the City shall promote and pursue the following Implementing Program:

D-4.a Continue to Support Efforts to Coordinate Homeless Services

The City continues to work with Merced County to provide funding to support the Continuum
of Care Plan efforts. Merced County Association of Governments (MCAG) has been selected
by the City and County to organize the meetings with the Community Action Partnerships,
County Agencies, United Way, Merced County Human Services Agency, the County Housing
Authority, local church groups, and other service providers to prepare the Continuum of Care
Plan for the entire County each year. Implementing this Program commits the City and
County to the preparation of a Continuum of Care Strategy Plan each year, headed by MCAG.
Objective: Submit CoC Plan to HUD for homeless funds each year for the next 5 years
Responsibility: Housing Program
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D-4.b Prepare a Continuum of Care Plan to address the City and County’s homeless
Needs

To ensure that adequate services and facilities for the Homeless are available in Merced, the
City will prepare a Continuum of Care Plan in conjunction with the Merced County
Community Action Agency. The plan will address gaps in current services and the need for
new services and/or facilities. The ultimate goal of the Plan will be to apply for federal
McKinney Act funds. The Plan will also address strategies to a) prevent homelessness; b) for
reaching out to homeless individuals and assessing their individual needs; c) to address the
emergency shelter and transitional shelter needs of homeless persons; and d) for helping
persons make the transition to permanent housing and independent living.

Responsibility: ~ Housing Program, Merced County, MCAG, Homeless Services Agencies
Funding Source: CDBG

Policy D-5:
Continue working with other organizations in the community for support and acquisition of
permanent homeless shelter facilities funding for populations in need.

To address the needs of families and individuals who have been displaced from the housing
market, the City shall promote and pursue the following Implementing Program:

D-5.a Explore the Feasibility of Developing Transitional Housing for the Homeless and a
permanent Emergency Shelter facility

Partner with other homeless services providers for development of transitional housing to
serve homeless families and individuals. In addition, work with other agencies and nonprofit
organizations to explore the need for developing an additional permanent emergency shelter
facility in the City.

Obijective: Assess the need for an addition permanent shelter and
other facilities in the City
Responsibility: Housing Program, Merced County, Community Action Partnership

The Continuum of Care (CoC) identifies five objectives to address the needs of the homeless
population. The following information was taken from the 2009 CoC describing the proposed
methods to address the needs of the homeless population.

1) Create new permanent housing beds for Chronically homeless individuals.

This objective and proposed actions were described in detail under the “Chronic
Homelessness” section. Please refer to that section for more information.

2) Increase percentage of homeless persons staying permanent housing over 6 months to at
least 77 percent.
The CoC has implemented a plan that has proven to be very successful in achieving this

objective. This plan provides at least 25 hours of weekly counseling, mental health care,
and good tenant training for the four residents of the Project Home Start facility. Weekly
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3)

4)

5)

meetings with project staff are held to coordinate housing and supportive services on site
at the residences. In addition, monthly meetings will be held with the agencies involved
and the tenants to address any problems, increase communication, and provide general
guidelines and information. As the number of permanent housing units increases, this
program will be expanded to reach all residents of the housing units.

According to the CoC, 100 percent of the persons in permanent housing have remained
for at least six month, with 80 percent remaining for 1 year. In 5 years, the CoC has set a
goal to have 85 percent of the persons in permanent housing to remain for at least six
months and 90 percent in 10 years.

Increase percentage of homeless persons moving from transitional housing to permanent
housing to at least 65 percent.

The CoC will improve the percentage of persons moving from transitional housing to
permanent housing by assessing each individual at the beginning of every program.
Goals and action steps will be created immediately upon entry into a transitional housing
program. Goal setting/action steps will include the transition out of managed care
(discharge planning). In addition, training will continue for all agencies involved
ensuring an understanding of the mainstream resources available to assist their clients and
provider meetings will be held to compare best practices.

Increase percentage of persons employed at program exit to at least 20 percent.

The CoC will continue to partner transitional housing programs with Worknet and the
Employment Development Department. Through these programs participants receive job
placement assistance, resume writing skills, and interview practice. The program also
assists participants with school enrollment and GED counseling.

The CoC reports that currently 27 percent of persons are employed at program exit. In 5
years, they hope to increase that to 29 percent and within 10 years to 32 percent.

Decrease the number of homeless households with children.

The CoC will strive to provide more housing for homeless households with children.
They hope to be able to construct an apartment complex in the City of Merced in which a
certain number of units would be set aside for homeless families. Residents of the
complex would also be able to learn self-sufficiency skills through employment and
vocational training.

The CoC indicates they will draft an action plan with the City of Merced by early 2011
and start construction within the next 5 years.
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VII. NON-HOMELESS SPECIAL NEEDS
*Refer to Table 1B Non-Homeless Special Needs or the CPMP Tool’s Needs.xls workbook

A PRIORITY NON-HOMELESS NEEDS 91.215 (e)

49. Identify the priority housing and supportive service needs of persons who are not
homeless but may or may not require supportive housing, i.e., elderly, frail elderly,
persons with disabilities (mental, physical, developmental, persons with HIV/AIDS
and their families), persons with alcohol or other drug addiction by using the Non-
homeless Special Needs Table.

50. Describe the basis for assigning the priority given to each category of priority needs.
51. Identify any obstacles to meeting underserved needs.

52. To the extent information is available, describe the facilities and services that assist
persons who are not homeless but require supportive housing, and programs for
ensuring that persons returning from mental and physical health institutions receive
appropriate supportive housing.

53. If the jurisdiction plans to use HOME or other tenant based rental assistance to assist
one or more of these subpopulations, it must justify the need for such assistance in the
plan.

There are several programs in the City of Merced that provide housing and housing related
services for people with special needs.

Elderly:

The issue of affordability is of particular importance to seniors because they usually live on fixed
incomes. As housing costs rise, the cost burden on senior households increases. The 2006-2008
American Community Survey (ACS) calculates the number of Owner-Occupied Elderly
Households age 65 or older as being 2,351 (63 percent of the overall number of owner-occupied
households age 65 or older). Of that number, 940 live alone. The number of Renter-Occupied
Elderly Householders 65 years and over was 1,391 (37 percent of age 65 and over householders).
The 2006-2008 ACS also estimates that 18.2 percent of all people age 65 and older live in
poverty.

Elderly persons in need of supportive housing services are primarily served through the Housing
Authority of the County of Merced. In addition, a number of elderly and frail elderly are served
by private nursing homes in the City as well as residential care facilities. In 1990, there were
347 individuals in nursing homes in Merced. In 1999, there were 339 individuals over 60 years
of age in nursing homes. Based on these figures, the number of housing units provided by
HACM and beds provided in group homes are sufficient to meet the needs of the elderly.

The Merced County Area Agency on Aging (AAA) and the Human Services Agency (HSA) also
provide many programs and services to assist the elderly. Many of the programs are aimed at
helping the elderly remain in their homes for as long as possible. They also have programs to
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provide housing assistance as well as other services such as providing food and help with
everyday chores.

Frail Elderly:

The City does not have an accurate count of the number of frail elderly living in the City.
However, the services listed above would also apply to the frail elderly.

Persons with Mental IlIness:

Housing services for people with mental illnesses are provided and coordinated by the Merced
County Department of Mental Health. The Department has the capacity to serve 6 individuals
(women only) in supportive housing sites in the county. The Department also provides referrals
to the Community Action Agency and other organizations that provide motel vouchers and
emergency shelter facilities. The Department estimates that there are 400 people in the county
with mental illnesses who are in need of supportive housing services of some type. The
Department works closely with other facility and service providers in the county, such as the
Community Action Agency and the Rescue Mission (a county-based shelter) to ensure that
clients receive housing services and other supportive services, such as rehabilitation and training
programs. Clients who are served include people returning to the community from mental health
institutions, veterans from the Vietnam War, substance abusers, people with schizophrenia, and
people with mute disorders. There is currently no supportive housing for persons leaving
mental/physical health facilities in Merced County.

The County Department of Mental Health also operates other programs targeted at assisting
persons with mental illness to find housing and integrate back into the community. One of those
programs is the CARE program. CARE uses an intensive team approach with emphasis on
housing first and the development of employment and /or educational opportunities. It is based
on the recovery philosophy of “whatever it takes” to integrate seriously emotionally disturbed
transition age youth and severely mentally ill adults back into the community, promoting
meaningful use of time.

Another program targeted at youth with mental illness is the Transition to Independence Process
(TIP) system. The mission of the TIP system is to assist young people with emotional and/or
behavioral difficulties in making a successful transition to adulthood to include education,
employment, living situation, and community life. The Transition to Independence Process
(TIP) Model was developed to engage youth and young adults in planning their own futures;
provide them with developmentally-appropriate services and supports; and involve them, their
families and other support figures in preparing for greater self-sufficiency and successful
achievement of goals. In the Transition to Independence Process, “transition facilitators” assist
young persons in making a successful transition into adulthood in order to achieve personal goals
in the transition domains of employment, education, living situation, personal adjustment, and
community life functioning.
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Persons with Disabilities:

There are no supportive housing services currently available for people with disabilities in
Merced County.

Persons with Alcohol and/or Other Addictions:

Housing services for people with drug and alcohol dependencies are also coordinated through the
County Department of Mental Health in their Division of Alcohol and Drug Dependencies. The
division funds two residential recovery centers

1) Hobie House: with 25 beds for men in the City of Merced; and

2) Tranquility Village: in the City of Atwater about 5 miles west of Merced, with 21 beds for
women and children and 36 beds for households without children.

Both facilities are operated by a private nonprofit organization (Community Social Model
Advocates) in the City under contract with the Department of Mental Health. In addition, the
division helps clients find appropriate housing services through referral to other service providers
when such services are available and division resources are inadequate for meeting such needs.

Persons with AIDS and Related Diseases:

Housing services for people with AIDS are provided through the Merced County Health
Department. The Health Department currently operates Parsons House (Permanent Supportive
Housing) with six-beds. The Health Department also provides rental assistance for those who
are in need of housing assistance. Other emergency shelter facilities are typically not
recommended due to the potential for exposure to diseases for persons with AIDS.

Victims of Domestic Violence:

Housing services for domestic violence are provided by The Valley Crises Center, a private
service organization. The City is committed to assisting with the promotion and development of
housing facilities should they be requested in the future. The City recognizes that it is critical
that successful transitional housing programs provide a wide range of flexible and optional
services that reflect the differences and individual needs of battered women and their children (or
individually), and that allows victims to choose the course o action that is best for them. Through
coordination with non-profit groups that serve these victims, the City supports efforts to seek
funding for such programs.

Farm Workers:

Farm workers provide an essential contribution to the agricultural economy of Merced County.
Merced County ranks fifth in the state in value of agricultural production. The farm worker
population experiences a distinct set of issues contributing to housing challenges, including
seasonal income fluctuations, very low incomes, and a severe deterioration of existing housing
stock. Among the farm worker population, there are several different groups—each with its own
housing problems.

Farm worker characteristics are difficult to determine due to a lack of data regarding farm
workers. This deficiency is caused by several contributing factors, potentially including limited
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English speaking abilities, low educational attainment levels, and a distrust of government
agencies, including those who work for the Census Bureau.

Regular or year round farm workers are defined by the Employment Development Department as
those working 150 or more days for the same employer. Seasonal workers are those who work
less than 150 days annually for the same employer. Migrant seasonal workers are defined as
those who travel more than 50 miles across county lines to obtain agricultural employment.

The 2000 U.S. Census estimates that there were approximately 6,529 workers employed in
Agriculture in Merced County. This figure includes farmers and members of their families who
were unpaid; regular and seasonal hired domestic workers; and agricultural workers brought to
California under contract from outside the United States.

Farm workers have the lowest annual household income of any occupation surveyed by the US
Census. The problem of low hourly wages is compounded by the seasonal nature of agricultural
employment, resulting in farm workers’ inability to compete for housing on the open market.

The Housing Authority of the County of Merced manages four migrant housing centers in the
County, totaling 255 units, which are available in the summer season only. These units are
reserved for farm workers only. The total number of units and center locations are:

= 62 units with daycare center, Atwater/Livingston

= 50 units with daycare center, Merced

= 56 units with daycare center, Los Banos

= 87 units with daycare center, Planada (Unincorporated Merced County)

In addition, there are 55 private farm worker camps in the County that are licensed by the State,
3 of which are in the City of Merced. There are approximately 100 units provided by these
camps in the City of Merced.

In 2000, agricultural employment was equal to 8.7 percent of the total workers in the farming
industry. According to MCAG’s Regional Housing Needs Plan, assuming that farm workers’
assisted housing need is equal to their proportion of the labor force, it can be estimated that 160
assisted housing units are currently needed. Based on that estimate, that need is assumed to be
met considering the 255 units offered by the Housing Authority as listed above. This was
confirmed by the Housing Authority representatives on the City’s Housing Element Task Force.

The quantitative aspects of farm worker demand for housing are often overshadowed by the
qualitative characteristics of the housing they occupy. Because most farm worker families have
low or very low incomes, the segment of the housing stock they occupy is typically substandard
(and as previously mentioned, overcrowded). Many farm labor residences within the City of
Merced consist of mobile homes, trailers, and literal “sheds” that are typically in substandard
conditions. The alleyways of south Merced give testimony to similar housing conditions.
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B. SPECIFIC SPECIAL NEEDS OBJECTIVES 91.215 (e)

54. Identify each specific objective developed to address a priority need by number and
contain proposed accomplishments and outcomes the jurisdiction expects to achieve in
quantitative terms through related activities over a specified time period (i.e. one, two,
three or more years), or in other measurable terms as identified and defined by the
jurisdiction.

The jurisdiction may satisfy this requirement by using Table 1C or, if using the
CPMP Tool, the Projects.xls worksheets

55. Describe how Federal, State, and local public and private sector resources that are
reasonably expected to be available will be used to address identified needs for the
period covered by the strategic plan.

Persons who are not homeless but who have special housing needs are another group that can
benefit from new construction activities. These persons may require specialized housing design,
such as accessible housing for persons with disabilities or a residential care facility for persons
with AIDS. City housing activities that encourage the construction of such housing can help to
meet these housing needs that would likely not be met by private developers alone.

To address the housing issues for those with special needs, the City adopted the following
Obijective, Policies, and Activities:

AVAILABILITY AND AFFORDABILITY OF DECENT HOUSING (DH-1)

Objective B: New Affordable Construction

Policies:

Policy B-5
Work in partnership with the local community organizations to support housing to meet
special needs

To ensure that housing in Merced responds to the full range of housing needs present in the
population, the City shall promote and pursue the following Implementing Programs:

B-5.a Promote and Develop Housing to Meet Special Needs

Work with private and nonprofit developers to finance, design, and construct housing to meet
special needs. Such projects might include, but are not limited to: senior housing, including
congregate care facilities; housing for people with physical and mental disabilities; and
housing for large families.

Target date: Ongoing
Responsibility: Housing Program
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B-5.b Continue to pursue projects with the Central Valley Coalition for Affordable
Housing (a local CHDO)

The City of Merced will continue to work closely with the Central Valley Coalition for
Affordable Housing (a local CHDO) to develop projects to serve groups/individuals with
special needs. One source of funding is the HOME, CHDO Set-aside.

Obijective: Ongoing
Responsibility: Housing Program and Central Valley Coalition for Affordable Housing

B-5.c Partner with Community Development Based Organizations (CDBO) in the City.
Partner with Community Based Development Organizations to carry out certain activities to

include, but not limited to: affordable housing, community economic development, or energy
conservation projects.

Target date: FY 2015
Responsibility: Housing Program

Activity:

Community Housing Development Organizations (CHDO)

The City will continue providing financial assistance for development of other affordable
housing projects targeting very low-income residents and those with special needs in the
community. The City works closely with the developers of affordable housing projects to bring
in more Federal and State funds. In addition, the City will provide CDBG and HOME loans
available to the developers of affordable housing projects.

Funding Source: CDBG Funds

Accomplishments/Outcomes: Complete a minimum of one project per year to serve those with
special needs.
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VIIl. COMMUNITY DEVELOPMENT
A PRIORITY COMMUNITY DEVELOPMENT NEEDS 91.215 (f)

*Refers to Table 2B or to the Community Development Table in the Needs.xls workbook.

56. Identify the jurisdiction's priority non-housing community development needs
eligible for assistance by CDBG eligibility category specified in the Community
Development Needs Table* — i.e., public facilities, public improvements, public
services and economic development.

57. Describe the basis for assigning the priority given to each category of priority needs
provided on Table 2B or the Community Development Table in the CPMP Tool’s
Needs.xls worksheet.

58. Identify any obstacles to meeting underserved needs.

Besides housing needs, the low and moderate-income residents of Merced are also in need of a
variety of public services and facilities. That need is especially critical in South Merced. There
are various infrastructure projects that will need to be undertaken in order to maintain a healthy
and safe living environment in South Merced. Such public improvement projects include
recreational facilities and sidewalks.

Partial funding is provided for four police officers whose primary focus is gang activity
prevention and intervention in low-income neighborhoods and school sites. These officers
participate in programs at the City’s middle and high schools to help educate our youth on the
dangers of gangs. In addition, they target existing gang members and the criminal activities
associated with gangs. The officers help remove guns and drugs from the streets to provide a
safer community. The City hopes to reach a minimum of 500 school aged children through the
police officers educational programs. This activity is funded with CDBG funds.

In addition to police officer funding, CDBG funds are used to provide the salary for a Police
Community Aide. The Police Department has two Community Aides — one for the Hispanic
community and one for the Southeast Asian community. While the aides work primarily with
the Southeast Asian and Hispanic communities, services are provided to all city residents in need
of assistance. Typical contacts involve assisting people to negotiate the criminal justice or legal
system. Common issues are landlord/tenant problems, juvenile delinquency, and neighbor
disputes.

The Police Community Aides are also involved in proactive programs such as "Kops for Kids,"
parenting empowerment classes, and serve as Community Builders. The Aides attend
neighborhood meetings and activities (such as Neighborhood Watch and Neighborhood Team-
up) and assist with the Hmong television program produced weekly for the local cable access
channel. There is also a great deal of contact with community agencies including schools, the
District Attorney’s Office, Child Protective Services, Adult Protective Services, Public
Defender’s Office, Victim Witness Program, and The Valley Crisis Center (domestic violence
shelter and service provider).

In an effort to eliminate blight and encourage pride in neighborhoods, CDBG funds are used to
help fund the City’s Code Enforcement Program. The City’s Code Enforcement Division
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currently consists of three full-time Code Enforcement Specialists (one assigned to each of the
three districts: North, Central, and South Police Districts). This program provides neighborhood
intervention in order to forestall deterioration. Those projects that meet the qualifications are
referred to the Housing Division for possible rehabilitation. Code Enforcement activities include
abatement of nuisances, such as abandoned vehicles, unsightly and poorly maintained properties,
and physically deteriorated structures. The premise of Code Enforcement is to gain voluntary
compliance in order to eradicate circumstances that if left unchecked, will lead to further
neighborhood deterioration. If voluntary compliance is not achieved, more strenuous measures
can be taken. Code Enforcement officers host Neighborhood Partnership workshops, attend
Neighborhood Watch, property owner associations, and other community meetings. They are
also engaged in neighborhood clean-up projects, the "adopt a park" program, and other such
neighborhood activities.

Community services directed at youth have been identified as a priority for the City. During the
last five years, the City has continued funding community services targeted at providing
activities and education for the youth of our City. Over the next 5 years, the City anticipates
providing funding for activities such as the Lao Family after-school program and for
improvement projects at City Parks in the South Merced area. In addition, the City will continue
moving forward with installing new sidewalks in the South Merced area.

COMMUNITY DEVELOPMENT/PUBLIC FACILITIES OBJECTIVES:

SUSTAINABILITY OF A SUITABLE LIVING ENVIRONMENT (SL-3)

Objective F: Improvement of the Quality and Quantity of Community Infrastructure and
Public Facilities

Analysis - The City of Merced is committed to increasing the level of youth services and
programs in the community, especially those targeted at young people who are “at risk” of
becoming involved in criminal activities. In the City’s 1997 Public Facilities Financing Plan, the
need for one youth center for each 50,000 people in the City was identified. In 2000, the City
contributed about $1 million toward the construction of a youth center at 15™ and M Streets in
Merced (within Census Tract 13 with a 67% low-mod population). The City will continue to
provide funding for these types of services as needed.

The City is also committed to ensuring the availability of necessary infrastructure throughout the
City. Infrastructure for industrial sites is especially critical given the need to provide jobs for the
many unemployed in Merced. The City is committed to pursuing such anti-poverty and
economic development programs. Recreational facilities in low-income neighborhoods also help
in anti-crime and gang prevention/intervention efforts. Improvements to such recreational
facilities will also be pursued.
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Policies:

Policy F-1:
To Ensure Funding for the Construction and Preservation of Youth Services and Meeting
Halls

The City of Merced shall implement the following Implementing Program:

F-1.a Fund the construction of youth centers in the community as needed

To ensure the construction of youth centers, the City shall provide funds for site acquisition,
construction and/or rehabilitation in cooperation with other community groups and the City
Redevelopment Agency.

Target date: Ongoing

Responsibility: ~ Redevelopment Agency, Housing Program, Other
Youth-Program organizations

Funding Source: CDBG, Redevelopment Agency

Policy Objective F-2
To Ensure the Funding for Improvements to Parks and Recreational Facilities in Eligible
Census Tracts

The City of Merced shall implement the following Implementing Programs:

F-2.a Fund improvements to neighborhood parks and other recreational facilities in
low-income census tracts.

Provide funding for improvements to neighborhood parks and other recreational facilities in
low-income census tracts in the City.

Target date: Ongoing
Responsibility: ~ Housing Program, Parks and Community Services
Funding Source: CDBG

Funding Source: CDBG Funds

Accomplishments/Outcomes:

Provide public facilities to serve the residents in income eligible census tracts. No specific plans
are in place at this time. If a project is feasible, the Housing Program will provide funding if
available.
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COMMUNITY DEVELOPMENT/PUBLIC IMPROVEMENTS OBJECTIVES:

SUSTAINABILITY OF A SUITABLE LIVING ENVIRONMENT (SL-3)

Objective F: Improvement of the Quality and Quantity of Community Infrastructure and
Public Facilities

Policy Objective F-3
To Construct Public Facilities and Infrastructure Projects in Low-Income
Neighborhoods as Needed

The City will pursue the following Implementing Program:

F-3.a Consider providing funding to construct various public facilities and/or
infrastructure projects in low-income neighborhoods on an annual basis.

The City will consider providing funding to various public facility and infrastructure projects.
Funds will be used for sidewalk, handicap access rams, curb/gutter, and street improvements
in the low-income neighborhoods of the City of Merced. The determination on which
projects will receive funding will be made each year by the City Council as part of the HUD
Annual Plan process.

Target date: Ongoing
Responsibility: Housing Program, City Council, Public Works
Funding: CDBG Funds

Activities:

Sidewalk and Alley Improvements & Repairs, South Merced - Although CDBG funds aren’t
allocated to this project on a yearly basis, additional program income, when available, are used
for this progect. In previous years, this program replaced the water main and reconstruct the alley
between 9" and 10™ Streets and “D” and “E” Streets, located in South Merced. Sidewalks and
alley improvements in South Merced have been underway since a survey done in 2001,
identified 640 locations in South Merced that were in need of sidewalks repair. To date, a total
of approximately 3,000 linear feet of sidewalks have been replaced and approximately 1,320
lineal feet of asphalt was replaced in alleyways in South Merced. The City has been awarded
over $300,000 of the CDBG-R grant, which has been set-aside for sidewalk installation in South
Merced.

Funding Source: CDBG Funds
Accomplishments/Outcomes:

To provide needed infra-structure in the South Merced area. As funding becomes available, the
City hopes to be able to undertake more projects. Currently, carry-over funds from previous
years are being used to continue the sidewalk project.
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COMMUNITY DEVELOPMENT/PUBLIC SERVICES OBJECTIVES:

NEIGHBORHOOD REVITALIZATION (NR-1)
Objective E: Improvement of the Quality and Quantity of Public Services

Analysis - The City of Merced is committed to ensuring the safety and well being of its citizens.
The size of the City’s police force is directly associated with these principles. In years past,
grant monies from various sources have been garnered to fund additional police officers thereby
ensuring that the City’s police force is at full staff. Additional funding is needed to match these
grant monies in order to ensure that these necessary personnel and their associated supplies will
be funded on an ongoing basis. These police officers will be stationed and patrol in South
Merced.

The City is also committed to ensuring that all its citizens’ service needs are met. Given the
City’s substantial Southeast Asian population, the Merced Police Department and Southeast
Asian Community have previously identified the need for an aide position, which would serve as
a facilitator between the Police Department and the Southeast Asian Community. Funding is
needed to ensure the continuation of this program. While the primary focus of this position is the
Southeast Asian Community, all low and moderate-income citizens are eligible for services.

Community services directed at youth have been identified as a priority for the City. During the
last five years, the City has funded the following community services: 1) the Boys and Girls
Club (high-risk youth and gang prevention); 2) the Merced Community Action Network
"Merced Youth Tell A Vision" program (teaching high-risk youth with video production skills);
3) the Potter's Place (a community-based learning center and after-school program); and 4) the
Perry/Yokley Family Development Center (after school care, parenting classes, job preparation
and skill training, remedial education, drug and alcohol counseling, and job placement
programs). It is anticipated that during the next five years, the need for such services (but not
necessarily these same programs) will continue to be needed.

Policies:

Policy E-1:
To Ensure Partial Funding for Adequate Police Services for Gang Activity Prevention and
Intervention

To enhance crime awareness, the City shall promote and pursue the following Implementing
Program:

E-1.a Provide Financing for Police Officers in South Merced

To ensure that the City’s Police Department is adequately staffed, the City shall provide funds
to match existing grant monies. These funds will provide financing for police officers, which
shall be stationed in, and patrol the South Merced area.

Target date: Ongoing

Objective: Service to 2,500 individuals per year
Responsibility:  Police Department

Funding Source: CDBG funds
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Policy E-2:
Further Cooperation and Goodwill between the City Police Department and the Southeast
Asian Community

To further cooperation and goodwill between the City Police Department and the Southeast
Asian community, the City will pursue the following Implementing Program:

E-2.a Fund the Police Community Aide Position

To further cooperation and goodwill between the City's Police Department and the Southeast
Asian Community, the City shall fund a Police Community Aide position. This position shall
serve as a facilitator and will assist the City in meeting the needs of this segment of the
community.

Target date: Ongoing

Obijective: Service to 1500 clients over 5 years (300 clients per year)
Responsibility: Police Department

Funding: CDBG Funds

Policy E-3:

To Pursue Section 108 Loan and other Funds to Improve the Economic Opportunities for
Low-income Residents by Creating Jobs

The City will pursue the following Implementing Program:

E-3.a Provide Section 108 Loan and CDBG funds for economic development activities as
needed.

To provide economic opportunities for the very low and low-income residents of Merced, the
City will consider providing funding to various job-training programs.

Responsibility: Housing Program, Redevelopment Agency
Funding: CDBG and Section 108 Funds

E-3.b Partner with Community Development Based Organizations (CDBO) in the City.

Partner with Community Based Development Organizations to carry out certain activities to
include, but not limited to: affordable housing, community economic development, or energy
conservation projects.

Target date:  FY 2015
Responsibility: Housing Program
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Policy E-4:
To Support Youth Services, At-Risk Youth, Gang Prevention and Intervention, Childcare,
and other eligible Public Services Programs

The City will pursue the following Implementing Program:
E-4.a Consider providing funding to various youth service programs on an annual basis

To fill the gaps in funding for various youth-oriented community services, the City will
consider providing funding to various programs. The City Housing Division will make
community-based organizations aware of the availability of funds and assist the organization
with application procedures and eligibility requirements. The determination on which
programs will receive funding will be made each year by the City Council as part of the HUD
Annual Plan process, keeping in mind the 15% cap on Public Services for CDBG funds.

Target date: Based on funding availability

Obijective: To be determined each year with the goal of funding 2-3 programs per year
(about 10-15 programs over the next 5 years)

Responsibility: Housing Program Sub-recipients

Funding: CDBG Funds

Activities:
1) Public Service and Crime Awareness

Provide funding for Police Officers working the Gang Intervention Task Force. These officers
are trained in gang structure, gang criminal activities and the role of prison gangs in the City.
This unit works flex hours to be on the street when the gangs are active. GVSU officers respond
to complaints from citizens and to information gathered by operations division officers,
concerning gang problem in specific neighborhoods. They do in-depth investigations into gang
activity to interrupt the gang’s daily operations and have a long-term effect on the activities of
gang members. These officers also provide gang violence education and prevention programs
through the schools to try to reduce the number of kids who get involved in gangs.

Funding Source: CDBG Funds

Accomplishments/Outcomes:

Reach a minimum of 500 children per year of the Plan with gang education programs.

Make a minimum of 300 arrests per year of the Plan involving gang members to reduce crime
and remove illegal weapons and drugs from the streets.

2) Police Community Aide

Provide partial funding for Community Aides to serve the Southeast Asian and Hispanic
Community. The Police Department has two Community Aides — one for the Hispanic
community and one for the Southeast Asian community. While the aides work primarily with
the Southeast Asian and Hispanic communities, services are provided to all city residents in need
of assistance. Typical contacts involve assisting people to negotiate the criminal justice or legal
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system. Common issues are landlord/tenant problems, juvenile delinquency, and neighbor
disputes. The Police Community Aides are also involved in proactive programs such as "Kops
for Kids," parenting empowerment classes, and serve as Community Builders. The Aides attend
neighborhood meetings and activities (such as Neighborhood Watch and Neighborhood Team-
up) and assist with the Hmong television program produced weekly for the local cable access
channel. There is also a great deal of contact with community agencies including schools, the
District Attorney’s Office, Child Protective Services, Adult Protective Services, Public
Defender’s Office, Victim Witness Program, and The Valley Crisis Center (domestic violence
shelter and service provider).

Funding Source: CDBG Funds
Accomplishments/Outcomes:
The goal for this activity is for each aide to provide services to 500 residents per year of the Plan.

3) Code Enforcement Program

In an effort to eliminate blight and encourage pride in neighborhoods, CDBG funds are used to
help fund the City’s Code Enforcement Program. The City’s Code Enforcement Division
currently consists of three full-time Code Enforcement Specialists (one assigned to each of the
three districts: North, Central, and South Police Districts). This program provides neighborhood
intervention in order to forestall deterioration. Those projects that meet the qualifications are
referred to the Housing Division for possible rehabilitation.

Code Enforcement activities include abatement of nuisances, such as abandoned vehicles,
unsightly and poorly maintained properties, and physically deteriorated structures. The premise
of Code Enforcement is to gain voluntary compliance in order to eradicate circumstances that if
left unchecked, will lead to further neighborhood deterioration. If voluntary compliance is not
achieved, more strenuous measures can be taken. Code Enforcement officers host Neighborhood
Partnership workshops, attend Neighborhood Watch, property owner associations, and other
community meetings. They are also engaged in neighborhood clean-up projects, the "adopt a
park™ program, and other such neighborhood activities.

Funding Source: CDBG Funds

Accomplishments/Outcomes:

The three Code Enforcement Specialists will strive to handle a minimum of 2,500 cases per year
of the Plan. This achievement will help clean up and revitalize neighborhoods creating a better
environment for all residents.

4) Other Public Services

Community services directed at youth have been identified as a priority for the City. During the
last five years, the City has continued funding community services targeted at providing
activities and education for the youth of our City. Examples of Community Services that have
been funded in previous years are:

e Merced Lao Family (after-school program for youth of all ethnicities)

e Calvary Temple’s Program (food program and Sunday School program for youth).
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e Healthy House (translation service for medical needs)

The specific programs funded each year may vary according to need and availability of funds.
However, the City plans to provide funding for this activity throughout the life of this Plan.

Funding Source: CDBG Funds
Accomplishments/Outcomes:

The City will strive to reach as many youth as possible through the funding of Community
Services with a minimum goal of 50 youth per year of the Plan. These programs will help keep
the youth involved in fun, productive and/or educational activities.

COMMUNITY DEVELOPMENT/ECONOMIC DEVELOPMENT OBJECTIVES:

AVAILABILITY/ACCESSIBILITY OF ECONOMIC OPPORTUNITIES (EO-1)

Although the City does not have any specific activities funded to accomplish this objective, the
Housing Program works closely with the City’s Economic Development Department to help
provide economic opportunities to the community. The most significant effort taken by the City
of Merced in this area is the approval to borrow up to $2.6 million through the CDBG Section
108 Loan Guarantee Program. The funds were used to construct infrastructure improvements
needed to make the 100 acres of the South Airport Industrial Park (44 parcels) useable for
industrial development and job creation. To date, more than 600 jobs have been created by this
project.

The Economic Development Department has two plans currently in place to help draw
businesses to Merced, creating jobs. In 2006, the City approved the Economic Development
Business Plan called Prosper Merced. The plan contains six strategies and several action items
designed to increase job opportunities, investment, and prosper Merced. In 2007, the City also
adopted the Downtown Strategy which identifies tasks and actions to encourage business
opportunities and draw job generating development.

The Al identified specific job-related activities that would help improve the employment
prospects for the City’s resident’s and in turn help relieve housing problems. These activities
included increasing English language assistance for residents whose primary language is not
English, adding resources to existing job training programs in the City and development or
enhancing existing child care programs so that parents can seek employment.

Merced Adult School generally trains students who speak English as a second language. The
program also enhances basic skills needed to enter today’s job market including Microsoft
Office, business writing, and personal development.

In partnership with the Merced County Office of Education (MCOE), the City’s Economic
Development Advisory Committee (EDAC) drafted a Resolution supporting the need to
development more child care and pre-school facilities throughout the City. Subsequently, the
Council adopted the Resolution. The number of Head Start programs throughout the County
continues to increase. EDAC members and staff are working with MCOE to identify grant
opportunities to secure funding for child care and pre-school facilities. Furthermore, the Office
of Economic Development is working the Small Business Development Center to develop a
program to help entrepreneurs start child care centers. Several job training programs are offered
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through WorkNet of Merced County. WorkNet partners include Merced College and the Merced
County Department of Workforce Investment. If custom job training programs need to be
developed, Merced College is quick to respond through its Business Resource Center.

The City is also developing a program for economic development job creation through small
business assistance. Employment opportunities can be created for low and moderate-income
persons through business expansion. Business expansion can be fostered through a business
revolving loan fund and business management counseling.

Specific Community Development Objectives:

59. Identify specific long-term and short-term community development objectives
(including economic development activities that create jobs), developed in accordance
with the statutory goals described in section 24 CFR 91.1 and the primary objective of
the CDBG program to provide decent housing and a suitable living environment and
expand economic opportunities, principally for low- and moderate-income persons.

Complete and submit Table 2C Summary of Specific Objectives or, if using the
CPMP Tool, the Summaries.xls worksheets.

NOTE: Each specific objective developed to address a priority need, must be
identified by number and contain proposed accomplishments, the time period (i.e.,
one, two, three, or more years), and annual program year numeric goals the
jurisdiction hopes to achieve in quantitative terms, or in other measurable terms as
identified and defined by the jurisdiction. 24 CFR 91.215(a)(4)

SUSTAINABILITY OF SUITABLE LIVING ENVIRONMENT (SL-3)
Objective G: Planning for Future Housing and Community Needs

The City of Merced has identified the following goals related to planning for future housing and
infrastructure needs of the community:

[ | To pursue planning efforts to ensure future housing demands are met.

] Ensure accountability and success of the Housing Annual Action Plans and other HUD
documents and reports.

Analysis - The City of Merced is committed to planning for future housing, infrastructure, public
facilities, and economic development needs. In 1997, the City adopted the Merced Vision 2015
General Plan, which will serve as a blueprint for growth and development in the City and
surrounding areas through the Year 2015. A number of implementing actions are called for in
the General Plan, which will benefit low-income neighborhoods as well as the rest of the
community.

Such actions include the development of Specific Plans for three South Merced neighborhoods,
the update of the Parks and Open Space Master Plan for the entire community, revisions to the
City’s Zoning Ordinance that promote increased housing affordability and new affordable
housing construction, and the development of a new General Plan Housing Element by the Year
2002. Additional funding for these planning activities, beyond what is available from the City’s
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General Fund, are necessary. In addition, the City is committed to prepare and updated the HUD
related activities and environmental documents.

Policies:

Policy G-1:
Pursue Funding for Planning Activities Related to the Good Community Development,
Neighborhood Revitalization, Planning, and Capacity Building

To ensure the provision of adequate infrastructure and land inventory for new housing, the
City of Merced will pursue the following Implementing Actions:

G-1.a Provide funding for planning activities

To ensure the availability of housing and necessary infrastructure, the City shall pursue
planning activities related to neighborhood revitalization, affordable housing, and capacity
building.

Obijective: Fund planning activities each year for the next 5 years

Responsibility: ~ Planning Division

Funding Source: CDBG

Policy G-2:
Prepare and Update HUD Annual Plans, Consolidated Plans, CAPERs, and Other HUD
Documents and Environmental Reports

To ensure accountability to the City's Consolidated Plan goals and to ensure a Plan that is
responsive to changing needs

G-2.a Conduct an Annual Program Review and Evaluation

Direct City staff to review and evaluate program implementation on an annual basis and to
present the results of that review in written form to the City Council as part of the
Consolidated Annual Performance and Evaluation Report (CAPER). The review shall be
conducted in conjunction with the City’s annual budgeting process and shall include
expenditures and results by program, summary of success towards meeting stated targets, and
an update on progress towards longer-range goals. Recommendations for revisions and/or
specific program alteration may also be made and submitted for approval.

Target date: ~ Annual
Responsibility: Housing Program, Planning Division

Activities:

The City of Merced Development Services Department is comprised of the Inspection Services
Division, the Planning Division, the Engineering Division, and the Housing Program. The
Development Services Department will carry out a number of CDBG eligible activities in
furtherance of good community development, neighborhood revitalization, planning, and
capacity building.
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Planning Division Staff prepare the Annual Plan, the CAPER, and the Consolidated Plan. In
addition, Planning Staff along with Inspection Services Staff will provide priority permit
processing for all projects funded by the Housing Program.

Funding Source: CDBG & HOME Funds
Accomplishments/Outcomes:
Adopt Codes and Policies to help support Affordable Housing.

Help reduce the cost of projects by providing priority permit review on any projects funded by
the Housing Program. The number of permits will vary according to the number of projects
undertaken each year.

B. NEIGHBORHOOD REVITALIZATION STRATEGY AREAS 91.215(g)

60. If the jurisdiction has one or more approved Neighborhood Revitalization Strategy
Areas, the jurisdiction must provide, with the submission of a new Consolidated
Plan, either: the prior HUD-approved strategy, or strategies, with a statement that
there has been no change in the strategy (in which case, HUD approval for the
existing strategy is not needed a second time) or submit a new or amended
neighborhood revitalization strategy, or strategies, (for which separate HUD
approval would be required).

The City of Merced does not have any approved Neighborhood Revitalization Strategy Areas.

C. BARRIERS TO AFFORDABLE HOUsING 91.215 (h)

61. Describe the strategy to remove or ameliorate negative effects of public policies that
serve as barriers to affordable housing, except that, if a State requires a unit of
general local government to submit a regulatory barrier assessment that is
substantially equivalent to the information required under this part, as determined by
HUD, the unit of general local government may submit that assessment to HUD and
it shall be considered to have complied with this requirement.

Cost:

The greatest barrier to affordable housing is the cost, including land acquisition, construction,
and permit and development fees. While the City has no direct control over the cost of land or
construction, these costs are beginning to correct themselves with the changing economy. Land
costs had sky rocketed in Merced due to speculation based on the opening of UC Merced in
2005. As demand for housing increased, prices for construction, and of course the purchase
price of housing increased accordingly. As with land prices, these costs are also correcting
themselves making it more feasible to construct affordable housing.

Foreclosures:

Currently, due to the foreclosure crisis, housing is more affordable than it has been in many
years. There are hundreds of homes available at reduced prices due to foreclosure or through
“short sales.” (A “short sale” is a sale of real estate in which the proceeds from the sale fall short
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of the balance owed on a loan secured by the property sold. In a “short sale”, the bank or
mortgage lender agrees to discount a loan balance due to an economic of financial hardship on
the part of the mortgagor). Although many affordable housing units are available, many families
are still not able to purchase a home due to the decline in the job market. In addition, due to the
low prices associated with foreclosures and “short-sales”, many of the local people looking for
affordable housing to purchase have been unable to compete with out of town investors who can
offer more down payments, qualify easier for a loan, or offer a cash sale. However, the more
affordable a home is for a prospective landlord to purchase, the more likely it is the rent will be
more affordable as well.

Lack of Community Support:

Another barrier to affordable housing is the “NIMBYism” (Not In My Back Yard). Many people
do not understand what *“affordable housing” really means or that many of the people living in
“affordable housing” have jobs, but due to the cost of housing are unable to afford market-rate
housing.  Unfortunately, NIMBYism is generally based on a lack of knowledge. Many
established neighborhood are resistant to change. They fear their property values will drop
because of affordable housing in the area. In addition, they fear an increase in traffic,
preconceived notions of bad design, and feel an “affordable housing” development is
inappropriate for the neighborhood. Many times, these developments become politically
contentious which can add time to the approval process and cost to the overall project.

Governmental Policies/Fees:

In some cases, Government policy can have a negative impact on affordable housing. Although
Merced has made changes to its Zoning Ordinance to try to alleviate that impact, this doesn’t
always mean the process will be completely stream-lined. In some cases, Zone Changes and
General Plan Amendments are required, or other entitlements are necessary before construction.
Merced strives to move developments including affordable housing through the process as
quickly as possible. However, due to other requirements such as CEQA review and public
notice requirements, it is impossible to reduce the time it takes for processing applications.

Fees associated with development and building permits can be quite high. As previously
illustrated in Figure 12 these costs can be prohibitive to development. The City has been
reviewing these fees and has made adjustments to the public facility impact fees for in-fill
development. The City is also reviewing the connection fees associated with providing sewer
and water services. It’s anticipated these fees will be significantly reduced in FY 2010.

While the City is lowering some fees, after a review of development and permit fees in 2009,
these fees were increased. The previous Planning Division fees, established in 1998, did not
accurately reflect the actual cost to provide services, and the General Fund was being used to
cover costs. In addition, the Building Division fees were adjusted to simplify the fee
determination methodology and to add predictability of costs for the general public. Fire
construction and inspection permit fees, also established in 1998, did not accurately reflect the
actual cost to provide services. These fees will be adjusted annually to account for inflation by
using the Consumer Price Index (CPI) for the region closest to the City of Merced.

The Housing Program will work with developers to help acquire land at reasonable prices and
work with the City to provide expedited plan review to help reduce the “lag” time between plans
being prepared and the start of actual construction. The Housing Program will offer support
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when possible to assist in reducing the cost of constructing affordable housing in Merced.

Existing housing prices have also fallen to an affordable level within the City, however loans are
more difficult to obtain. Through the City’s First-Time Home Buyer’s Program, the Housing
Program strives to assist low-income families with a down-payment to purchase a home.

D. LEAD-BASED PAINT 91.215 (i)

62. Describe the jurisdiction’s plan to evaluate and reduce lead-based paint hazards and
describe how lead based paint hazards will be integrated into housing policies and
programs, and how the plan for the reduction of lead-based hazards is related to the
extent of lead poisoning and hazards.

The City will continue to implement the strategies to evaluate and reduce lead-based paint
hazards that were carried out through the previous Consolidated Planning period. These
strategies include:

¢  City staff shall continue to conduct lead based paint hazard inspection and
abatement as a priority activity under the City's Housing Rehabilitation Loan
Program;

+  Staff shall continue to work closely with the County Department of Public Health,
Environmental Health Division to support public education and the prevention of
lead-poisoning in the City; and

+  Continue to carry out the procedures in place to evaluate projects within the City's
Rehabilitation Loan and First Time Homebuyers Programs in order to meet federal
regulation, "Requirements for Notification, Evaluation, and Abatement of Lead-
Based Paint Hazards in Federally Owned Residential Property and Housing
Receiving Federal Assistance" (effective September 15, 2000).

These three programs will help ensure that lead-based paint hazard abatement becomes an
integrated activity of the City's housing policies and programs and will help reduce the incidence
of lead poisoning in children in Merced.

E. ANTIPOVERTY STRATEGY 91.215 (j)

63. Describe the jurisdiction's goals, programs, and policies for reducing the number of
poverty level families (as defined by the Office of Management and Budget and revised
annually

64. ldentify the extent to which this strategy will reduce (or assist in reducing) the number
of poverty level families, taking into consideration factors over which the jurisdiction
has control.

The City of Merced Housing Program works closely with the City's Economic Development
Manager to ensure that affordable housing efforts are properly coordinated with economic
development activities to reduce the incidence of poverty in the City of Merced. The City’s
Gateways Redevelopment Project Area covers most of South Merced. Through the Gateways
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Project, needed economic development activity (such as bringing in more commercial businesses
and industries) can be developed in the area. Funding for infrastructure and housing projects will
also be available through this source.

In 1997, the City of Merced received a $1.6 million Section 108 Loan to accomplish
infrastructure improvements in order to make 100 acres of industrial land available for
development at the South Merced Airport Industrial Park. As a result, 44 parcels of industrial
land were made available for economic development purposes in South Merced. Since 2002,
over 28 parcels have been developed in this area creating between 450 and 500 jobs (given
seasonal fluctuations). In 2008, 5 more jobs were added in the Industrial Park.

In 2009, the City approved an application for Wal-mart to locate a distribution center in
southeast Merced. The opening of the distribution center would create as many as 600 jobs in
Merced paying well above the current minimum wage rate. This project was originally
scheduled to begin construction in late 2006, or early 2007. However, due to Environmental
Review requirements and legal issues, the project has been delayed. The City is hopeful the
project will begin construction within the next year.

The City’s Economic Development staff is continually working with Industrial and Commercial
users to locate in Merced to help provide more jobs within the area. They place a special
emphasis on companies with a beginning pay scale higher than minimum wage. Such
development would bring needed jobs to the community benefiting low and moderate-income
households. The City of Merced is also committed to working with the Housing Authority of the
County of Merced, the Merced County Office of Education, and the Merced County Human
Services Agency on the programs described below.

The Housing Authority of the County of Merced has approximately 130 families throughout the
County enrolled in the Resident Opportunities Self Sufficiency (ROSS) Program. Under this
program for Housing Choice Voucher (formally Section 8) participants, the families develop
goals and a plan to work towards financial independence. Under this program, the family earns
an escrow account that they receive after they fulfill their Family Self-Sufficiency (FSS)
contract. Rent increases resulting from increased earned income are placed in an escrow
account, which is given to the family when they have completed their Family Self Sufficiency
Contract of becoming economically independent. The Housing Authority provides case
management and goal setting assistance.

The Merced County Office of Education runs the Head Start program within Merced County.
There are currently 16 centers throughout the County, serving approximately 1,060
children/families per year. Two of those centers are located within the City of Merced. These
centers serve 194 children within the City of Merced. Head Start is a national program that
provides comprehensive child development services which helps enrolled children and their
families achieve their full potential by experiencing a greater degree of social competence
through education, health, nutrition, disabilities, social services, parent involvement activities,
and training.

Head Start offers year round recruitment using an application process for an enrollment period of
August through May. The composition of Head Start consists of 90 percent of the children, ages
3 to 4, coming from families who fall within Federal poverty guidelines. A minimum of 10
percent of the enrollment will have children with a diagnosed disability and no more than 10
percent of the children may be from families whose income exceeds federal guidelines. The
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County Office of Education also runs the Constructing Connections program. This program is
dedicated to providing quality, affordable child care services throughout Merced County.

Merced County Human Services Agency administers the Welfare-to-Work (WtW) program for
Merced County residents. The primary goal of WtW is to assist recipients of Temporary
Assistance for Needy Families (TANF) in becoming financially independent through
employment. Clients become competitive in the work force by improvement of their math and
English skills, learning a vocational trade, and training in the employment process. The overall
goal of the Welfare-to-Work program is to eliminate the need for clients to become long-term
dependents of the welfare system.

The Department of Workforce Investment (DWI) offers employment and training services for
people who are out-of-work, laid off, have a low income, or receive financial help, such as food
stamps, welfare, or unemployment. Special programs are available for youth and adults, which
include on-the-job training, vocational training, work experience, Jobs for California Graduates.

In addition to these programs, the County operates the Private Industry Training Department
(PITD). PITD offers employment and training services for people who are out-of-work, laid off,
have a low income, or receive financial help, such as food stamps, welfare, or unemployment.
Special programs are available for both youth and adults and include on-the-job training,
vocational training, work experience, and Jobs for California Graduates. The City is committed
to continuing partnerships of these programs and agencies through the five year planning period.

F. INSTITUTIONAL STRUCTURE 91.215 (k)

65. Provide a concise summary of the institutional structure through which the
jurisdiction will carry out its consolidated plan, including private industry,
non-profit organizations, community and faith-based organizations, and public
institutions.

66. Provide an assessment of the strengths and gaps in the delivery system.

67. Describe efforts to enhance coordination with private industry, businesses,
developers, and social service agencies, particularly with regard to the development of
the jurisdiction’s economic development strategy. (91.215(1))

All of the activities specifically identified in the investment plan will be administered by the City
of Merced Housing Program. This does not preclude the Housing Authority of the County of
Merced or Central Valley Coalition for Affordable Housing from undertaking activities within
the City of Merced. Other, as yet unidentified nonprofit housing entities are likewise welcome to
participate in the delivery of affordable housing projects and activities.

The City of Merced Housing Program works closely with other housing-related organizations
and service providers in the County to ensure that the housing needs of City residents are
addressed to the best ability of the network of such providers given available resources.
Organizations and service providers in this network include:

¢  Other City agencies, including planning, building, and redevelopment (public)
¢ Housing Authority of the County of Merced (public)
¢  Merced County Planning Department (public)
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¢  Merced County Community Action Agency (nonprofit)
¢  Central Valley Coalition for Affordable Housing (nonprofit)
. County Bank of Merced (private)

. Merced Building Industry Association (private)

Public housing in the City of Merced is provided and managed by the Housing Authority of the
County of Merced. The City of Merced Housing Program works in conjunction with the
Housing Authority to ensure that the City and County housing programs work in tandem to
provide quality housing for all low-income City residents. Operations of the Housing Authority
are controlled by a 7-member Board of Directors, which are appointed by the Merced County
Board of Supervisors. Five members serve 4-year terms and two members are "Tenant
Representatives” and serve 2-year terms. The City of Merced is not involved in these
appointments. It should be noted that the Housing Authority of the County of Merced is not
designated a "troubled Public Housing Authority (PHA) by HUD.

The working relationship between the City and these organizations is good. Due to the City's
relatively small size, communication is typically direct and immediate. As a result, gaps in
program or service delivery are typically not the result of poor institutional structure or lack of
intergovernmental cooperation, but rather due to shortcomings in available resources.

The City of Merced's Housing Element and the description of Implementing Programs presented
in this Consolidated Plan, identify the City Departments and decision-making bodies responsible
for each implementing program. Overall coordination of affordable housing efforts, particularly
those to which federal funds are allocated, is provided by the City's Housing Program under the
direction of the Housing Program Manager and Director of Development Services. The five-year
strategy plan of this Consolidated Plan does not identify any significant gaps or needs in relation
to institutional structure. Therefore, the City of Merced Housing Program does not propose to
take any actions or steps to improve the institutional structure over the coming year.

G. COORDINATION 91.215 (1)

68. Describe the efforts to enhance coordination between public and assisted housing
providers and governmental health, mental health, and service agencies.

69. Describe efforts in addressing the needs of persons that are chronically homeless
with respect to the preparation of the homeless strategy.

70. Describe the means of cooperation and coordination among the state and any units
of general local government in the metropolitan area in the implementation of the
plan.

71. Describe efforts to enhance coordination with private industry, businesses,
developers, and social service agencies, particularly with regard to the development
of the jurisdiction’s economic development strategy.

72. Describe the jurisdiction's efforts to coordinate its housing strategy with its
transportation planning strategies to ensure to the extent practicable that residents of
affordable housing have access to public transportation.
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Coordination is addressed under Priority “D” under the “Special Housing Needs” section.
Priority “D” provides a detailed description of the coordination efforts that will be undertaken by
the City of Merced Housing Program over the five-year planning cycle to enhance coordination
between itself and other housing and service providers in the City. These providers include the
Housing Authority of the County of Merced, the Merced County Community Action Agency, the
Merced County Human Services Agency, and the County Departments of Public Health and
Mental Health.

H. MONITORING 91.230

73. Describe the standards and procedures the jurisdiction will use to monitor its
housing and community development projects and ensure long-term compliance
with program requirements and comprehensive planning requirements.

As part of its affordable housing efforts, the City of Merced will undertake an annual evaluation
of the housing programs included in the Consolidated Plan. To ensure that the City is meeting
the long-term comprehensive planning requirements, a Consolidated Annual Performance and
Evaluation Report (CAPER) will be compiled which will subsequently be submitted to HUD for
review and approval. When bidding and performing work financed by HOME and CDBG funds,
it is the adopted policy of the City of Merced to conduct outreach efforts to provide an equal
opportunity for the participation of licensed minority and female contractors.

The City Housing Division has established monitoring procedures for its Sub-recipients in order
to ensure compliance with all CDBG requirements and objectives. Those procedures include
written contracts with Sub-recipients before funds are distributed and workshops with applicants
and all new Sub-recipients to ensure that they understand all reporting requirements. In addition,
annual reports are required of each sub-recipient. The City also has a memorandum of
understanding with other City Departments (i.e. the Police Dept.) that receive CDBG funds.

City Housing staff also conducts site visits at least annually and verifies that Sub-recipients are
keeping required records and meeting eligibility requirements. If discrepancies are found, the
sub-recipient is informed immediately and a formal letter is mailed. The sub-recipient is then
given 30 days to correct the problem or provide a timeline for correction. The City will work
with the organization to understand requirements and to achieve compliance. Once compliance
has been achieved, the sub-recipient receives a closure letter from the City. The City Council is
informed of any unresolved problems during the budget process for the next fiscal year.
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Housing Opportunities for People with AIDS (HOPWA):

75.

76.

77.

78.

79.

*Refers to the HOPWA Table in the Needs.xls workbook.
74.

Describe the activities to be undertaken with HOPWA Program funds to address
priority unmet housing needs for the eligible population. Activities will assist
persons who are not homeless but require supportive housing, such as efforts to
prevent low-income individuals and families from becoming homeless and may
address the housing needs of persons who are homeless in order to help homeless
persons make the transition to permanent housing and independent living.

Identify any obstacles to meeting underserved needs and summarize the priorities
and specific objectives, describing how funds made available will be used to address
identified needs.

The Plan must establish annual HOPWA output goals for the planned number of
households to be assisted during the year in: (1) short-term rent, mortgage and utility
payments to avoid homelessness; (2) rental assistance programs; and (3) in housing
facilities, such as community residences and SRO dwellings, where funds are used
to develop and/or operate these facilities. The plan can also describe the special
features or needs being addressed, such as support for persons who are homeless or
chronically homeless. These outputs are to be used in connection with an
assessment of client outcomes for achieving housing stability, reduced risks of
homelessness and improved access to care.

For housing facility projects being developed, a target date for the completion of
each development activity must be included and information on the continued use of
these units for the eligible population based on their stewardship requirements (e.g.
within the ten-year use periods for projects involving acquisition, new construction
or substantial rehabilitation).

Provide an explanation of how the funds will be allocated including a description of
the geographic area in which assistance will be directed and the rationale for these
geographic allocations and priorities. Include the name of each project sponsor, the
zip code for the primary area(s) of planned activities, amounts committed to that
sponsor, and whether the sponsor is a faith-based and/or grassroots organization.

Describe the role of the lead jurisdiction in the eligible metropolitan statistical area
(EMSA), involving (a) consultation to develop a metropolitan-wide strategy for
addressing the needs of persons with HIV/AIDS and their families living throughout
the EMSA with the other jurisdictions within the EMSA,; (b) the standards and
procedures to be used to monitor HOPWA Program activities in order to ensure
compliance by project sponsors of the requirements of the program.

The City of Merced does not utilize HOPWA funds.
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Specific HOPWA Objectives:

80. Identify specific objectives that the jurisdiction intends to initiate and/or complete
in accordance with the tables* prescribed by HUD.

Complete and submit Table 1C Summary of Specific Objectives or, if using the
CPMP Tool, the Summaries.xls worksheets.

81. Describe how Federal, State, and local public and private sector resources that are
reasonably expected to be available will be used to address identified needs for the
period covered by the strategic plan.

The City of Merced does not utilize HOPWA funds.
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IX. OTHER NARRATIVES AND ATTACHMENTS

82. Include any Strategic Plan information that was not covered by a narrative in any
other section. If optional tables are not used, provide comparable information that is
required by consolidated plan regulations.

83. Attach copy of CHAS Housing Needs Data Tables from:
http://socds.huduser.org/scripts/odbic.exe/chas/index.htm

84. Section 108 Loan Guarantee

If the jurisdiction has an open Section 108 project, provide a summary of the project.
The summary should include the Project Name, a short description of the project and
the current status of the project, the amount of the Section 108 loan, whether you
have an EDI or BEDI grant and the amount of this grant, the total amount of CDBG
assistance provided for the project, the national objective(s) codes for the project, the
Matrix Codes, if the activity is complete, if the national objective has been met, the
most current number of beneficiaries (jobs created/retained, number of FTE jobs held
by/made available to LMI persons, number of housing units assisted, number of units
occupied by LMI households, etc.)

85. Regional Connections

Describe how the jurisdiction's strategic plan connects its actions to the larger
economic strategies for the metropolitan region. Does the plan reference the plans of
other agencies that have responsibilities for metropolitan economic development,
transportation, and workforce investment?

Neighborhood Stabilization Program:

In March 2009, the City was awarded $2,046,968 in Neighborhood Stabilization Program (NSP)
funds by the State Department of Housing and Community Development (HCD). The authority
to used funds was announced later in November 2009. The City has planned to spend about 70%
of this money for acquisition, rehabilitation, and re-sale of foreclosed properties within the City.
About 30% has been allocated for homebuyer’s program to provide loans in order to enable
qualified homebuyers to purchase foreclosed properties within the City. The City, so far, has
purchased about 15 properties and will soon rehabilitate these properties. The properties will
then be sold to qualifying home buyers and the money will be used as the program income to
acquire more foreclosed properties.

The City has described in its NSP goal to place as many families as possible into foreclosed
properties as quickly as possible. This goal will both increase the level of homeownership for
qualified very low and moderate-income households, and will stabilize neighborhoods impacted
by foreclosures. In addition to acquisition, the City estimates that up to 20 FTHB loans will be
made through the NSP funding.
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Homelessness Prevention and Rapid Re-Housing Program (HPRP):

In September 2009, the City was awarded a grant of $515,203 by HUD for HPRP. The Program
is focused on housing for homeless and at-risk households. It provides temporary financial
assistance and housing relocation and stabilization services to individuals and families who are
homeless or would be homeless but for this assistance. The funds under this program are
intended to target two groups facing housing instability:

1. Individuals and families who are currently in housing but are at risk of becoming
homeless and need temporary rent or utility assistance to prevent them from
becoming homeless or assistance to move to another unit (prevention), and

2. Individuals and families who are experiencing homelessness (residing in emergency
or transitional shelters or on the street) and need temporary assistance in order to
obtain housing and retain it.

HPRP is not a mortgage assistance program. Funds are only eligible to help the program
participant whether they are renters or homeowners about to become homeless. These funds are
to pay for utilities, moving costs, security deposits, rent in a new unit, storage fees, case
management, and other financial costs or services.

There are four categories of eligible activities for the HPRP programs:
e Financial assistance,
o Housing relocation and stabilization services,
o Data collection, and

e Administrative costs.

These activities are intentionally focused on housing, either financial assistance to help pay for
housing, or services to keep people in housing or to find housing. HPRP assistance is not
intended to provide long-term support for program participants. Assistance rather is focused on
housing stabilization, linking program participants to community resources and mainstream
benefits, and helping them develop a plan for preventing future housing instability. At least 60
percent of funds must be spent within 2 years of the date of grant agreement and all funds
received must be expended within 3 years.

CDBG-R:

In May 2009, HUD announced the funding availability for the program commonly referred to as
CDBG Recovery (CDBG-R) program in which the City of Merced was awarded $336,919. The
CDBG-R grant is a supplemental appropriation to entitlement communities to carry out eligible
activities under the CDBG program to create jobs and stimulate the economy. The City has
allocated the grant for installation of sidewalks on Childs Avenue and Martin Luther King Jr.
Way and improvements to sidewalks in other eligible census tracts in Central and South Merced.

The South Merced Sidewalks Project-11046 will improve pedestrian access and safety in South
Merced areas through the construction of new sidewalks and improved accessible ramps. The
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project is championed by Redevelopment Agency staff with Engineering, Housing and Public
Works acting as resources. South Merced community members greatly contributed to the
selection of project locations for the use of the stimulus funds. The general vicinity of these
improvements includes South Highway 59 and Childs Avenue as well as portions of West
Avenue and Lopes Avenue near the Sports Complex. A major portion of the project will
improve the key intersection of South Highway 59 and Childs Avenue for pedestrian
accessibility.

The project will entail the construction of 5,500 square feet of new standard sidewalks,
additional accessible ramps, the installation of pedestrian crossing devices, and improvements in
Caltrans right-of-way. Staff has met with Caltrans and an encroachment permit is being
prepared. Engineering staff will also prepare plans to include alternative designs for “N” and
“P™ Streets from Childs Avenue to the south and 13" Street to the north. These improvements
are in the general vicinity of Golden Valley Health Centers and Tenaya Middle School.
Accessible ramps are proposed to replace existing straight edge curbs. All of the proposed
improvements will link existing pedestrian facilities while adding to safety and access for South
Merced area residents.

HUD has established Specific requirements, activities, and timeliness to ensure grantees use the
funds in an expeditious manner. Based on the grant’s requirement, recipients shall give
preference to activities that can be started and completed expeditiously. Grantees are required to
award contracts based on bids within 120 days from the date funds are made available. The
City’s goal is to carry out these projects as soon as possible to create jobs and improve pedestrian
safety in the City.

Section 108 Loan:

In October 2002, the City of Merced amended the FY 2002 HUD Annual Plan to approve the
financing package for the Grove Apartment project. The Grove Apartments consist of 204 new
apartment units on Parsons Avenue between Childs and Gerard Avenues in Southeast Merced.
Because the Grove utilized State tax-exempt housing bonds, State tax credits, Section 108 loan,
RDA, and HOME funds, all 204 units were set-aside for low and moderate-income tenants that
meet the strict income requirements of all these programs.

The funding package included a $4 million loan from the HUD Section 108 Loan Guarantee
Program. HUD 108 loans are guaranteed by future CDBG allocations to the City. The loan for
the Grove project is $4 million for a 20-year term at about 5 percent interest. If the Grove’s
income proves to be insufficient for debt service in any given year, repayment must come from
the City’s CDBG funds.

Accomplishments/Outcomes:

The City will make Section 108 Loan payments for the Grove Apartments until the complex
becomes self-sufficient and able to service the debt from income from the project. The City
expects to make these payments for the period covered by this plan.

HUD Matrix Code:
19F

99



City of Merced
2010-2015 Consolidated Plan; 2010 Annual Action Plan

X. 2010 ANNUAL ACTION PLAN
A Executive Summary 91.220 (b)

1. The Executive Summary is required. Include the objectives and outcomes identified in
the plan and an evaluation of past performance.

The City of Merced is located in the fast-growing San Joaquin Valley in Central California. The
past decades have seen the Valley area change from an agricultural economy to a mixed
economy in which manufacturing is playing an increasingly important role along with
government, retail trade and service industries. Merced has opened its door to bring tremendous
opportunities for the region with the opening of the 10" Campus of the University of California,
Merced, which opened in the fall of 2005. From conducting world-class research to stimulating
future development opportunities, UC Merced is playing a significant role in the region’s
economy. As of Fall 2009, the University had 3,414 students enrolled. In addition to the
existing programs offered at the University, there are future plans to develop a medical program
on the campus. This should not only encourage more students and help the economy, but will
also help provide better medical care throughout the community.

Over the last 5 years, Merced has experienced significant growth in the number of housing units
in the City. With the much-anticipated opening of the 10™ University of California Campus in
the Merced area, growth began to increase at the beginning of 2000. From 2000 to 2006, 5,389
permits were issued for single-family dwellings. A total of 823 new multi-family units were
constructed during that time frame. In 2007, these numbers fell dramatically and have continued
to decline. In 2007, building permits for single-family dwellings dropped to 164 units and
permits for multi-family units dropped to 6 units. For 2008 and 2009, only 34 single-family
dwelling permits were issued and 1 permit for a duplex. This drastic decline has continued into
2010 and is not expected to change until 2011 to 2012. Any increase in the number of dwelling
units is not expected to be as significant as it was from 2000 to 2006, but instead a slow, steady
increase is anticipated.

To go along with the increased housing, Merced is looking for ways to improve the economic
climate and provide more jobs to the area. In March 2010, the unemployment rate was at a
record high of 22.1 percent. Some of the plans to improve the job market include the
construction of a Wal-mart distribution center. This project was expected to be open in 2010-
2011 but environmental issues have slowed the approval process. The City hopes these issues
will be resolved in the near future and construction can begin by early 2011. In addition to the
distribution center, a new state of the art hospital just opened in North Merced. There are still
preliminary plans for a new shopping center in southeast Merced and plans are in the approval
process for a 74,000 square foot office complex in North Merced that would include a pharmacy,
bank, restaurant, and hotel. The City’s Economic Development Department works diligently to
bring more industry to Merced as well as other businesses to provide more jobs to the residents.

In recent years, the City has annexed lands with multi-family land use designations. Although
many of these properties are vacant, they are ready for development as they have urban services
readily available. The City still has several annexations that have stalled due to the declining
housing market. As the market improves, the City anticipates these annexations will be activated
again along with others. These annexations will likely include land for both multi-family and
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single-family dwelling uses. Currently, the City has a large inventory of single-family dwellings
and vacant lots ready for development as the market for housing increases.

FY 2010 Annual Action Plan

The 2010 Annual Action Plan, in line with a five-year strategy of the 2010 Consolidated Plan, is
committed to pursuing all available federal, state and local resources to meet its housing and
community development needs. The City has been awarded $1,357,144 in Community
Development Block Grant (CDBG) funds and $666,386 in HOME Investment Partnerships
Program (HOME) funds for fiscal year 2010. The FY 2010 Action Plan details the various
projects and programs on which these funds will be spent. Funds will primarily be used for
housing and community livability activities.

The number of single-family home new construction and rehabilitation projects has been down
from previous years due in part to the City’s previous obligation to fund loan payments for The
Grove and Sunny View Apartment complexes. In addition, the cost of single-family
rehabilitation and new construction has increased dramatically over the last few years making it
difficult to fund a large number of owner-occupied projects. Because the previous loan payment
obligation for the Sunny View Apartments has been paid off and the cost of construction is
falling to a more reasonable level, we expect an increase in new construction and rehabilitation
projects for fiscal year 10-11. However, we will provide $339,550 to service the loan for The
Grove Apartments. The developer is required to reimburse the City based on the project’s cash
flow. This obligation will reduce the funding available for rehabilitation and new construction
projects, but The Grove project has provided 204 low-income housing units to the community.

Citizen Participation

The City of Merced has developed and follows a detailed Citizen Participation Plan that strongly
encourages the involvement of low, very low and extremely low-income residents, minorities
and the disabled in decisions regarding the expenditure of housing and community development
funds. Public meetings and hearings are publicized and conveniently scheduled, and the City
staff upon request provides technical assistance to citizens. A Public meeting will be held on
May 3, 2010 to allow citizen participation before the adoption of the FY 2010 Annual Action
Plan.

Community Profile

According to the 2000 Census, the City had a population of 63,893. The 2006-2008 American
Community Survey (ACS) 3-year estimates show the population at that time to be 74,135 (a 16
percent increase). Currently, the California Department of Finance (DOF) estimates show the
population has grown to 80,608, an increase of 26.2 percent from 2000. Due to the current
economic situation, it’s doubtful the City will see such a large increase in population over the
next five years. The opening of the 10" campus of the University of California on the edge of
the City created much of the growth seen over the last several years.

Median Family Income in Merced in 2000 was $32,470. Median Family Income in 2000 in
Merced was lower than Merced County ($38,009), and Median Household Income in Merced
($30,429) was also lower than the County’s ($35,532). Merced’s Median Family and Median
Household Incomes were significantly lower than California and the nation in 2000. The ACS 3-
year estimates indicate the Median Family Income at $36,432 (a 12 percent increase) and the
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Median Household Income for Merced at $34,955 (a 14.9 percent increase). These numbers are
still significantly below the median incomes for California and the nation.

According to City’s demographics, in 2000, the number of White population had decreased from
previous years to 52.4 percent. The ACS 3-year (2006-2008) estimates show a very slight
increase to 52.7 percent. The African American population also decreased 6.3 percent in 2000.
The ACS estimates indicate this number is unchanged. The percentage of Asian, Native
Hawaiian, and Pacific Islanders is showing a continual decrease. In 2000, this population was
11.6 percent (a decrease from 1990). The ACS shows a continual decrease at 10.1 percent. This
group is primarily comprised of Hmong and Laotian refugees and their families. The percentage
of American Indians and Alaskan Natives remained the same. The Hispanic or Latino (of any
race) population is continuing to grow. From 2000, this sector of the population increased from
41.4 percent to an estimated 48.5 percent according to the 3-year ACS estimates. The Hispanic
population is the second largest ethnic group in Merced, and has the highest birth rate.

The majority of racial and ethnic minority households are concentrated in South Merced, where
the occurrence of substandard housing is the highest. The City's Affordable Housing Action
Plan has set a goal of achieving a more equitable mix of affordable housing throughout the City.
However, it continues to be a difficult goal to achieve due to the higher land costs in the North
Merced area. Although property values have dropped significantly over the past 2 years, the
costs in North Merced continue to be higher. For the City to achieve its goal, it is more likely
that housing conditions for low-income families in South Merced will be improved through the
City's Housing Rehabilitation and Reconstruction Program that is designed to meet the needs of
those families. In recent years, over 430 affordable rental units were provided through City’s
support and joint funding efforts to develop three apartment complexes—The Grove, Sunnyside,
and Sunny View Apartment complexes.

Housing and Community Development Needs
Housing Needs

The greatest need for housing assistance is among extremely low and very low-income
households where the incidence of housing overpayment affects the vast majority of households,
particularly among renter households and among households making less than 30 percent of
median income. Elderly households also represent a significant assistance need, particularly
among elderly households with incomes of less than 30 percent of median and elderly household
renters. The housing needs of large family households are greatest among those households in
the very low income category where severe overpayment is widespread. For large family
households with incomes greater than 50 percent of median, the most significant housing
problem is overcrowding (CHAS Data — 2000 Census).

The City of Merced has made a very considerable effort to alleviate the shortage of larger rental
housing units in the past 5 years. Three large rental housing projects, whose development was
supported in a variety of ways with government assistance, have added more than 430 units of
affordable 3 and 4 bedroom housing to the City’s rental housing stock since 2004 (The Grove,
Sunnyside, and Sunny View). The City is to be commended for its actions and ongoing
commitment in support of these projects, and for seeing them through to completion.
Collectively they represent a direct and significant response to an Impediment to Fair Housing
Choice identified in the 2003 Analysis of Impediment to Fair Housing Report.
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Housing Market Conditions

Over the last 5 years, Merced has experienced significant growth in the number of housing units
in the City. With the much-anticipated opening of the 10™ University of California Campus in
the Merced area, growth began to increase at the beginning of 2000. From 2000 to 2006, 5,389
permits were issued for single-family dwellings. A total of 823 new multi-family units were
constructed during that time frame. In 2007, these numbers fell dramatically and have continued
to decline. In 2007, building permits for single-family dwellings dropped to 164 units and
permits for multi-family units dropped to 6 units. For 2008 and 2009, only 34 single-family
dwelling permits were issued and 1 permit for a duplex. This drastic decline has continued into
2010 and is not expected to change until 2011 to 2012. Any increase in the number of dwelling
units is not expected to be as significant as it was from 2000 to 2006, but instead a slow, steady
increase is anticipated.

In recent years, the City has annexed lands with multi-family land use designations. Although
many of these properties are vacant, they are ready for development as they have urban services
readily available. The City still has several annexations that have stalled due to the declining
housing market. As the market improves, the City anticipates these annexations will be activated
again along with others. These annexations will likely include land for both multi-family and
single-family dwelling uses. Currently, the City has a large inventory of single-family dwellings
and vacant lots ready for development as the market for housing increases.

Affordable Housing Needs

There is a shortage of housing units in the City of Merced that are affordable to very low and low
income households. Many low and very low-income households pay more than 30% of their
income on housing costs. In particular, there is a shortage of housing units that can meet the
needs of large family households with very low or low-incomes. These households currently
experience the highest incidence of housing overpayment, with nearly 100% of such households
with incomes below 30% of median paying more than 30% of their income on housing.

Using a variety of programs and incentives, since 2003, Merced has successfully added well over
430 units of new affordable rental housing to the City’s housing stock. Three privately
developed projects, The Grove, Sunnyside, and Sunny View Apartments, containing primarily 3
and 4 bedroom units, have been built. By virtue of their respective agreements with the City and
other funding requirements, all three projects have rent structures making all of their units
affordable to low and very low-income households. While these 3 projects undoubtedly have not
resolved the shortage of affordable rental housing in the City, or the overcrowding of larger
households, they surely have had a significant positive impact on both problems.

It might seem strange to maintain that a City in which the housing stock has increased at a faster
pace than its population nonetheless faces a major housing affordability problem. But, at least
for a very large segment of the City’s residents, that is sadly the case. Merced is today, by any
measure, a bargain hunter’s dream for potential single-family home buyers with sufficient
resources to make the requisite down payment, pay closing costs, and meet their monthly
mortgage payments. But for those in the rental housing market, particularly moderate, low, and
very low-income residents, housing affordability, and the range of housing choices, remains a
serious dilemma.
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The affordability problem for low and moderate-income Merced rental households is a matter of
basic supply and demand. Between 2000 and 2007 the total number of renter households in the
City increased by more than 3,500, representing an increase in the population of over 10,000
people. This latter figure exceeds the population increase for the entire City in this 7 year period.
During the same time, the total number of new housing units in multiple-dwelling structures (i.e.,
the units most likely to be rental properties) increased by just 1,455. This means that an ever
increasing number of renter households were competing for a proportionally smaller inventory of
available rental units.

Another factor potentially affecting affordability in Merced is the extent to which renter
households are compelled to occupy single-family dwellings. Because the supply of multiple-
dwelling rental housing units has historically lagged far behind the demand for rental housing,
and continues to do so, it is apparent that a very sizeable segment of Merced’s renters live in
single-family dwellings. Even if one were to suppose that all housing units in multiple-dwelling
structures in Merced were occupied by renter households, there would still have been well over
3,000 renter households in single-family properties in 2000, and more than 5,600 by 2007.

The exact cost impact of so many renters in single-family properties is not clear. It may
reasonably be assumed, however, that such rentals are, on average, more costly than rental units
with the same number of bedrooms in multiple-dwelling structures, for at least 3 reasons. First,
single-family houses are typically larger than the average rental unit. Second, the cost of utilities
is likely to be greater on a per unit basis, even when compared to similarly sized rental units in
multiple-dwelling structures. And third, single-family properties offer more amenities (more
parking, yard space, and so on) than typical multiple-dwelling apartments, and can demand
higher rents accordingly. It is also reasonable to assume that there is a continuing high demand
for single-family rentals due to the continuing shortage of larger (3-4 bedroom) rental units
elsewhere in the City. With recent foreclosure activities, many of single family homes have been
purchased by investors and have entered the rental market. These additional rental units,
however, are offset by the number of households losing their homes due to foreclosure and
become renters.

To date, the centerpiece of the City's Housing Program effort has been the Housing
Rehabilitation Loan Program, representing the largest budget allocation for housing related
programs in the City. The program has been extremely popular and successful, providing low-
interest loan funds to eligible households and then revolving those funds into additional loans for
other households as they are repaid over time. The structural integrity of area housing stock was
surveyed in 2003. At that time, the survey revealed that over 300 units were in need of major
repair or demolition. In 2009, another survey was conducted by the City’s Building Division.
The survey concluded that approximately 95 percent of the housing units surveyed were rated
sound; 4 percent were rated having minor repairs needed; less than 1 percent were rated as
having moderate repairs; 0.1 percent were rated as having substantial repairs needed; and 3
percent were rated as having dilapidated conditions. Overall the majority of the City of Merced
existing housing is in sound condition.

From FY 2005 through FY 2009, 119 rehabilitation or reconstruction projects have been
completed through the Rehabilitation Program. The City also operates a Homebuyer Down-
payment Assistance Program. Prior to 2005, due to the housing boom, down payment assistance
was an active program. Despite the lower housing prices in recent years, between 2005 and early
2007, housing purchase has become more difficult due to high prices and after that due to tighter
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credit regulations. This has resulted in a much smaller number of loans over the last 5 years.
From FY 2005 through FY 2009, 25 loans have been closed using HOME, CalHome and BEGIN
funds. The City has also facilitated and contributed to funding for three affordable housing
projects (The Grove, Sunnyside, and Sunny View Apartments) in recent years. The Grove
provided 204 affordable units, Sunnyside provided 115, and the Sunny View Apartments
provided 113 affordable units. The Grove funding was provided by a Section 108, RDA, and
HOME funds and HOME funds were also used to provide a loan over a 3-year period for the
Sunny View Apartment project.

Homeless Needs

The City of Merced does not directly operate any homeless facilities or provide any other
services for the homeless. The City contributes funding annually to the Merced County
Association of Governments (MCAG) for the preparation of the Continuum of Care (CoC). The
CoC collects data on the homeless and assesses their needs as well as the facilities and services
available. The CoC staff perform interviews and attempt to collect as much information as
possible from the homeless community. The “Point-in-Time” count taken in January 2009,
revealed there were 372 homeless persons County-wide.

In an effort to help the homeless make the transition to permanent housing and independent
living, the CoC provides services through several agencies. The Community Social Model
Advocates Program houses up to 76 people and brings them through a substance abuse recovery
program over the course of 18 months. The Rescue Mission offers a year-long transitional
housing program including job training, life skills management, etc. to 21 adults. Mental Health
houses up to six mentally ill adults and provides life skills training, counseling, etc. until the
adults are able to move into permanent housing. Community Action Agency provides life skills
training, employment assistance, etc. to 24 people through their New Hope House. Meanwhile,
most CoC agencies help the homeless get connected with mainstream resources such as TANF,
SSI, SSDI, food stamps and other services. The Merced County Housing Authority also
provides hotel vouchers and referrals for other assistance.

Recently, the City of Merced was awarded $515,203 for the Homelessness Prevention and Rapid
Re-Housing Program (HPRP). This program is focused on housing for homes and at-risk
households. It will provide temporary financial assistance and housing relocation and
stabilization services to individuals and families who are homeless or would be homeless but for
this assistance. The City will distribute these funds to the some Continuum of Care agencies
providing homeless services within the City of Merced.

In FY 2007, the City contributed $300,000 towards the construction of the permanent shelter in
the City of Merced. In 2008, the Community Action Agency opened the doors to the shelter
providing 60 beds. The shelter offers showers, laundry facilities, and assists the homeless with
other needs. In addition to the 60 beds provided at this shelter, there are 186 beds provided by
other agencies. Citywide, there are 60 beds available for households with children and 186 beds
for households without children for a total of 244 beds available.
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Public and Assisted Housing Needs

Public housing in the City of Merced is provided and managed by the Housing Authority of the
County of Merced (HACM). The City of Merced Housing Program works in conjunction with
the Housing Authority to ensure that the City and County housing programs work in tandem to
provide quality housing for all City residents.

The Housing Authority currently owns 174 housing units that are rented to low to moderate-
income families in the City of Merced. This number was previously 417 units, but because many
of the units have been sold to former housing authority clients through the ROSS program, and
39 units were demolished to make way for a new project, the number of units has been
significantly reduced.

The HACM has plans to replace the 39 units that were demolished with 89 new units of
affordable housing for low-income families. Due to the current economy and funding issues,
however, the agency has been unable to move forward with the project. The Housing Authority
also operates the Housing Choice Voucher program. Currently, they provide approximately
1911 vouchers to families living in the City.

There are 4,648 families on the Housing Choice Voucher waiting list. The Housing Authority
uses “Broad Base Rent” selection criteria to draw from the waiting list of prospective applicants.
The waiting list for this program opens and closes depending on waiting list volumes. The
Housing Authority also has programs to assist low-income households to purchase a home.
Through the Homeownership Program, down payment set aside funds and home buying
assistance is provided.

The Resident Opportunities for Self-Sufficiency (ROSS) program is also offered through the
Housing Authority. Through this program, families earn an escrow account that they receive
after they fulfill their Family Self Sufficiency (FSS) contract of becoming economically
independent. The Housing Authority provides case management and goal setting assistance.
There are currently approximately 130 families participating in this program.

The City of Merced has identified two strategies to address the needs of public housing in this
Consolidated Plan--1) the City will pursue funds to construct new affordable rental housing
units; and 2) the City to continue working with the Housing Authority to continue/expand the
Housing Choice Voucher program and other programs to help provide housing to low-income
families.

There are several programs in the City of Merced that provide housing and housing-related
services for people with special needs. These programs provide assistance to the elderly, persons
with mental illness, substance abusers, persons with AIDS, victims of domestic violence and
farm workers. Many of these programs are operated in conjunction with or through the County
of Merced. While the City of Merced has not adopted a priority for providing housing assistance
to special needs populations, the City has assisted in the rehabilitation and re-construction of
residential units for low-income tenants and homeowners, as well as the rehabilitation of a day
care center, two recreation centers, and an alcohol/drug recovery center.

Barriers to Affordable Housing

Barriers to affordable housing consist of those considered to be “governmental constraints” and
“non-governmental constraints”. Governmental constraints refer to policies and regulation that
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can affect new residential development. The following is a summary of public policies that
impact the cost/and or delivery of housing in Merced.

e Open Space Requirements

e School Facilities Dedication and Impact Fees

e Offsite Improvements

e Permit Fees and Other Exactions

Fair Housing

The City of Merced updated its Analysis of Impediments to Fair Housing Choice (Al) in 2009.
The Al included an analysis to identify impediments to fair housing choice within the
community and taking appropriate action to overcome the effects of any discrimination practices
or other limitations identified. The Al was last updated in 2003. As a follow up to that Al’s
recommendation, the City has established a fair housing enforcement program with CDBG funds
to provide fair housing services. The Central Valley Coalition of Affordable Housing is the
service provider and has established a fair housing hotline, 1-888-MERCEDS, and will provide
referrals to outside agencies as required if complaints need to be filed. The Coalition also has a
Tenant and Landlord Education Program, which involves working with the Housing Authority of
the County of Merced, and other organizations in developing educational materials and
workshops to educate tenants and landlords on their rights and responsibilities.

Lead-Based Paint

In the City of Merced it is estimated that about 7,000 housing units occupied by low-income or
very low-income households contain lead-based hazards. Although accurate statistics are not
available, it is likely that many of these homes are concentrated in the South Merced area where
there is a concentration of families in poverty and substandard housing, two factors that are often
correlated with the incidence of lead poisoning. Lead based paint hazards represent an
immediate risk to children.

Lead poisoning education and abatement efforts in Merced are provided through the cooperative
efforts of the County Public Health Department, Environmental Health Division and Child
Health and Disability Program. The abatement of lead-based hazards is a vital component of the
City of Merced's Housing Rehabilitation Loan Program. All housing rehabilitation projects are
assessed for lead based paint and lead based paint abatements are performed by licensed
contractors.

Community Development Needs

The City of Merced is committed to ensuring the safety and well being of its citizens. The
overall non-housing priority is to improve the quality and quantity of community and
recreational services, public facilities, and infrastructure in eligible neighborhoods. Urgent
community development needs are to ensure funding for essential services in the community
including adequate police education and outreach services for gang prevention activities, further
cooperation and goodwill between the City Police and the Southeast Asian and Hispanic
Communities, and other needed public services and youth activities in the community. There is
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also concern regarding the escalation of gang related youth violence and criminal activity that
has to be addressed through establishment of suitable activities for youth.

Housing and Community Development Five-Year Strategy
Vision for Change

The City’s rehabilitation and reconstruction of substandard housing along with neighborhood
stabilization is the most significant need in the City of Merced. The City will continue to use
CDBG, HOME, and other available funds including Neighborhood Stabilization Program (NSP),
and CalHome funds to pursue the creation and preservation of all types of affordable housing.
The City also emphasizes in development of affordable rental housing. The emphasis for rental
housing is to assist rent-burdened and large families living in overcrowded situations. Aside from
housing, the City will continue to pursue funding for activities that will enhance and ensure
community safety, livability, and economic activities.

In January 2009 the City was awarded $2,046,968 in Federal Neighborhood Stabilization
Program funds. The City has determined to spend about 70% of this money for direct
acquisition, rehabilitation, and resale of foreclosed properties. The remaining 30% of the funds
are to be used to support FTHB loans to enable qualified homebuyers to purchase foreclosed
properties within the City.

The City has described its NSP goal to be the placement of as many families as possible into
foreclosed properties as quickly as possible, in order both to increase the level of homeownership
for qualified very low and moderate income households, and to stabilize neighborhoods
impacted by foreclosures. The City estimates that up to 40 acquisition and FTHB loans will be
made under the NSP initiative. A complete summary of the City's five-year priorities, goals, and
strategies is presented in the 2010 Consolidated Plan. Highlights of these priorities are discussed
below.

Housing Objectives

e Continued rehabilitation of existing housing structures through the City's HOME and
CDBG Housing Rehabilitation Loan Program.

e The creation and preservation of affordable rental housing for low income families.

e Provision of home ownership opportunities to low and moderate-income households
through the City's First Time Homebuyers Program.

e Continuation of the Code Enforcement Division's neighborhood revitalization efforts.

Non-Housing Community Development Priorities

e Ensure funding for adequate police education and outreach services for gang
prevention activities;

e Further cooperation and goodwill between the City Police Department and the
Southeast Asian and Hispanic Communities;

e Development of Youth Centers and other youth oriented facilities and programs;

¢ Planning for future housing and infrastructure needs;
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e Development of additional public facilities in South Merced; and

e Development of economic opportunities through and job creation for low-income
persons.

Anti-Poverty Strategy

The City of Merced Housing Program works closely with the City's Economic Development
Department to ensure that affordable housing efforts are properly coordinated with economic
development activities to reduce the incidence of poverty in the City of Merced.

The Economic Development Department works to recruit new industry to the City and expand
existing business. The goals, policies, and programs of the City of Merced's Housing Program
help to support these anti-poverty initiatives by helping to ensure an adequate supply of quality,
affordable housing in the community, thereby supporting business development activities.

The City of Merced along with its Redevelopment Agency (RDA) is also committed to working
with the Merced County Housing Authority, the Merced County Community Action Agency, the
Merced County Human Services Agency, and the Private Industry Training Department on such
anti-poverty programs as the Family Self-Sufficiency Program, Head Start, WorkNET,
Workforce Development Initiative programs, and CalWORKS job training programs.

In addition, the City is working to develop a program for economic development job creation
through small business assistance.  Employment opportunities can be created for low and
moderate income persons through business expansion. Business expansion can be fostered
through a business revolving loan fund and business management counseling.

Neighborhood Services Strategy

For many years, the City of Merced has instituted a "community-based" policing program in
order to combat crime through increased citizen involvement and communication within
neighborhoods. Beginning in FY 1999, the City of Merced expanded that concept by modifying
traditional programs and services to become more oriented toward neighborhoods. The goal is to
foster and sustain safe, viable, and vital neighborhoods through the City’s Code Enforcement
Program.

The Code Enforcement Specialists supported with CDBG funds, work with property owners in
low-income neighborhoods to restrain physical decline. Code Enforcement Division, overall,
works on both a citywide basis and in specific targeted areas. Problems such as accumulated
trash and debris, inoperable and unlicensed vehicles, and inadequately maintained or substandard
dwelling units lead to the impression and sometimes the reality that the neighborhood is in
decline. These physical conditions continue a vicious cycle that invites criminal activity and
further deterioration. The Code Enforcement Specialists would inform citizens on the
availability of City Housing resources for housing rehabilitation and rejuvenation and inform
property owners when repairs are necessary to combat unacceptable conditions. The Specialists
would also be responsible for gathering information regarding the need for public facility
improvements, so that neighborhoods located in the eligible census tracts would benefit from
CDBG and other available funds.
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Housing and Community Development Resources

Federal Programs: The primary federal resources are the HUD Community Development Block
Grant (CDBG) Program and the Home Investment Partnerships Program (HOME). CDBG funds
are provided to urban communities for use in neighborhood revitalization, economic
development, community facility improvement, prevention and elimination of slums and
activities aiding low-moderate income persons. The HOME Program is a flexible grant program
that provides money to participating jurisdictions for use in responding to local housing needs.
HOME funds may be used for acquisition, rehabilitation, new construction, tenant-based
assistance, homebuyer assistance, planning, and support services.

State Programs: The City of Merced Housing Program works closely with the State of California
Department of Housing and Community Development (HCD) to receive funding. In recent years
the City has been awarded CalHome, Building Equity and Growth in Neighborhoods (BEGIN),
and Neighborhood Stabilization Program. These funds deal with rehabilitation of owner
occupied residential units, assisting homebuyers with down payment assistance, and addressing
the foreclosure crisis in the community.

The City will work with private developers to obtain bond financing from the California Housing
Finance Agency (CalHFA) and other funds for the development of rental housing. Such funds
and financing agreements are between the State and the developers themselves. The Housing
Program provides assistance to developers in applying for those financing. The City of Merced
Housing Program will continue to apply for State and all other funds available to support
housing in the City of Merced.

Local Programs: The City of Merced Redevelopment Agency (RDA) provides funding for the
City's housing activities through tax-increment funds raised as the result of private investment in
the City's redevelopment area. State law requires that 20 percent of all property tax increments
in a redevelopment area be set aside to subsidize new, existing, or rehabilitated low- and
moderate-income housing.

By State law, 20% of the tax increment funds accruing to the City’s Redevelopment Agency
must be set aside for affordable housing related projects. On average, this amounts to
approximately $900,000 per year. Unlike Federal or State resources, RDA funds must be
utilized within the agency’s established “Project Areas.” At present, there are two such areas.
“Project Area 2” encompasses the heart of downtown Merced for 2 to 4 blocks on either side of
16™ Street, plus an area adjoining the Western Industrial Park. The “Gateways Project Area”
covers a sizeable portion of Central and South Merced, as well as segments of the Airport
Industrial Park and the University Industrial Park. Although a separate agency, the RDA works
closely with the City Housing and Planning Departments, and successfully coordinates its
housing related projects with other City housing activities.

In recent years RDA funding has been utilized to provide initial financial support for
construction of the Grove Apartment complex; to construct 24 units of affordable loft housing
above commercial properties in downtown Merced, the majority of which were for low and
moderate-income tenants; to convert the Merced Theatre into studio and 1 bedroom apartments,
4 of which are set aside for low income residents; and to work with Habitat for Humanity by
purchasing single-family homes or lots, which the agency then deeds over to the non-profit for
$100 per property for development of affordable units. In 2008, the agency purchased 3 such
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properties for $450,000. RDA funding is also routinely used for rehabilitation and
reconstruction projects. RDA also utilizes its resources to “bank” properties for future use as
affordable housing sites. Between 2000 and 2008, approximately 15 such properties were
acquired for future development.

Other projects include possible public amenity improvements (sidewalks, streetlights, ADA
accessible ramps and parking) to the mid-town area and three more affordable housing projects —
1) 73 South R Street; 2) 150 W. 19" Street; and 3) the 2800 block of North Highway 59. These
projects are in different stages of development, but RDA staff is hopeful they will all be
completed by 2015. The Redevelopment Agency has also implemented a fagcade improvement
program to improve the appearance of housing within their project areas.

Additionally, the City of Merced's Housing Program operates the housing rehabilitation loan and
First Time Home Buyer (FTHB) programs. These programs provide financing for qualified
homebuyers and the rehabilitation of housing units occupied by low-income households. Income
from these programs recycles back into new loans for homebuyer’s or rehabilitation projects. In
previous years, these funds would typically average over $1,000,000 in a single program year.
Unfortunately, due to the current economic situation, fewer loans are being paid off which has
resulted in much lower program income.

Non-Profit: While there are no nonprofit organizations that contribute significant financial
resources towards housing activities in the City, the Central Valley Coalition for Affordable
Housing (Coalition) works closely with the City to promote the development of affordable
housing projects. Coalition is also the City’s designated Community Housing Development
Organization (CHDO) and collaborates in development of affordable housing projects. The City
provides 15% of its HOME funds to a CHDO for the development of affordable housing
projects.

Coordination of Strategic Plan

In the 2010 Consolidated Plan, the City of Merced provides a detailed description of the
coordination efforts that will be undertaken by the City of Merced Housing Program over a five-
year period. The goal is to enhance coordination with other service providers in the City, namely
the Merced County Housing Authority, the Merced County Community Action Agency, the
Merced County Human Services Agency, the County Departments of Public Health and Mental
Health, and other affordable housing for-profit and nonprofit organizations.
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Funding Recommendation for the period July 1, 2010 to June 30, 2011

SOURCE CDBG HOME TOTAL
Grant FY 2010 $1,357,144 $666,386| $2,023,530
Carry-over from FY 2009 $10,000 $90,000 $100,000
Estimated Program Income FY 2010 $120,000 $80,000 $200,000
Total $1,487,144 $836,386] $2,323,530
ACTIVITIES
Housing Rehabilitation and Reconstruction $451,094|  $561,428] $1,012,522
*CHDO Set-Aside $101,958 $101,958
First Time Home Buyer Program $100,000 $100,000
Code Enforcement $240,000 $240,000
HUD Section 108 Loan (The Grove) $339,550 $339,550
**Police Officer Funding $168,500 $168,500
**Pglice Community Aide $40,000 $40,000
**Qther Public Services $10,000 $10,000
***P|anning/Urban Development $75,000 $30,000 $105,000
***Continuum of Care + 10 year Plan $55,000 $55,000
***Fair Housing Services $3,000 $8,000 $11,000
***|ndirect Admin Expense $105,000 $35,000 $140,000
Total $1,487,144 $836,386| $2,323,530
* 15% CHDO min. HOME set-aside = $101,958 (includes $2,000 for operation costs).

** 1506 Public Services Cap: FY 2010 CDBG grant ($1,357,144) + Prior FY (2009) CDBG

estimated $100,000 program income = $218,500.

**%  20% Planning and Admin Cap for CDBG: FY 2010 CDBG grant ($1,357,144) + projected

program income ($120,000) = $295,428; and

10% Planning and Admin Cap for HOME: FY 2010 HOME grant ($666,386) + projected

program income ($80,000) = $74,638.

Of the $370,066 cap, a total of $311,000 of CDBG and HOME is allocated for Planning and

Admin expense.

The $140,000 Indirect Admin Expense also includes admin expenses for the Code Enforcement.

Note:
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Description of Key Projects

The City of Merced One-Year Annual Action Plan for FY 2010 outlines the proposed use of
approximately $2,323,530 in CDBG, CDBG program income, HOME, HOME program income,
and carry-over from FY 2009. These funds will be spent on a variety of activities including:

$1,012,522 for housing rehabilitation/reconstruction loans/emergency loans to low-income
persons for the rehabilitation of substandard units (citywide);

$100,000 for homeownership assistance. These funds will provide down payment and
closing costs for first time homebuyers (citywide);

$339,550 for HUD Section 108 Loan for “The Grove” Apartment Project;

$240,000 for three Code Enforcement Specialists to provide code enforcement activities in
low and moderate-income neighborhoods;

$168,500 for police officer funding. This continues financial support for six additional
officers hired under a Federal Police grant to fund additional police officers (citywide);

$40,000 for a police community aide for the Southeast Asian Community (citywide);
$140,000 for indirect administrative expenses;
$105,000 for planning, urban environmental design, and capacity building;

$55,000 for additional planning funds for Continuum of Care Plan and 10-year plan to
address homelessness;

$11,000 for additional planning funds for Fair Housing Services; and

$101,958 in Community Housing Development Organization (CHDO) funding for
development of low-income housing.

Contact Person:

For additional information regarding HUD Annual Action Plan FY 2008 for the City of Merced,
please contact:

Mr. Masoud Niroumand

Housing Program Manager

City of Merced

678 West 18th Street

Merced, CA 95340

E-mail: niroumandm@cityofmerced.org

Phone: (209) 385-6863

TDD/TTY: (209) 385-6816
Fax: (209) 385-6810
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Annual Action Plan includes the SF 424 and is due every year no less than 45 days prior to the start of the grantee’s
program year start date. HUD does not accept plans between August 15 and November 15.

A CITIZEN PARTICIPATION 91.220 (b)

2. Provide a summary of the citizen participation and consultation process (including
efforts to broaden public participation in the development of the plan.

3. Provide a summary of citizen comments or views on the plan.

4. Provide a written explanation of comments not accepted and the reasons why these
comments were not accepted.

The City of Merced follows the Citizen Participation Plan that strongly encourages the
involvement of low, very low and extremely low-income residents, minorities and the disabled in
decisions regarding the expenditure of housing and community development funds. Public
meetings and hearings are publicized and conveniently scheduled, and the City staff upon request
provides technical assistance to citizens.

On April 3, 2010, a public notice appeared in the Merced Sun-Star announcing the availability of
the draft 2010 Annual Plan upon request and on the City's web site. Notices and various other
publications were also were also posted at Merced Lao Family, the bulletin board in front of the
Civic Center, and the City of Merced Housing web page. The notices also advised citizens of a
public hearing before the Merced City Council on Monday, May 3, 2010 regarding the 2010
Annual Plan. Verbal translations of the Executive Summary of the 2010 Annual Plan were
offered in English, Hmong, Lao, and Spanish upon request. Citizens were also advised that a
translator would be made available to help them review the entire document upon request.

City Council Review of Draft Annual Action Plan

The City Council reviewed and approved the DRAFT 2010 Annual Plan at their meeting of May
3, 2010.

Summary of Citizen Comments

No written comments were received. The City received several inquiries on the homebuyer’s
and owner-occupied rehab/reconstruction programs. Throughout the year, the public has also
emphasized the needs for development of affordable rental housing, neighborhood stabilization,
and public facilities needs. We also had inquiries on how the funding process worked and what
types of programs could be funded using CDBG and HOME funds. No other comments were
provided regarding the plan.
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B. RESOURCES 91.220 (C) (1)) AND (C) (2)

5. ldentify the federal, state, and local resources (including program income) the
jurisdiction expects to receive to address the needs identified in the plan. Federal
resources should include Section 8 funds made available to the jurisdiction, Low-
Income Housing Tax Credits, and competitive McKinney-Vento Homeless
Assistance Act funds expected to be available to address priority needs and specific
objectives identified in the strategic plan.

6. Identify federal resources the jurisdiction expects to receive from the Housing and
Economic Recovery Act and the American Recovery and Reinvestment Act that
will be used to address priority needs and specific objectives identified in the plan.

Identify whether Neighborhood Stabilization Program funding is being used to
address priority needs.

Identify whether CPD funding will be coordinated with Department of Energy’s
Energy Efficiency and Conservation Block Grants, and the Department of Labor’s
Workforce Investment Act programs to provide opportunities for unemployed,
lower-skilled, and low-income women and men to advance along a middle class
career track of increasing skills and wages.

7. Explain how federal funds will leverage resources from private and non-federal
public sources.

Funding

The 2010 fiscal year is the first year of implementation for the five-year strategy presented in the
City of Merced 2010 Consolidated Plan. Table 1 (Page 6) provides a summary of the action plan
for the City of Merced's Housing Program in the 2010 fiscal year. The City of Merced’s CDBG
funding for FY 2010 is $1,487,144 (including $1,357,144 CDBG federal grant, $120,000
estimated CDBG loan repayment program income, and $10,000 of un-obligated carry-over from
FY 2009). HOME funding for FY 2010 is $836,386 (including $666,386 HOME federal grant,
$80,000 of estimated program income, and $90,000 carry-over from FY 2009). The total
funding for HOME, CDBG, program income, and carry-over for FY 2010 is $2,323,530.

Statement of Support for the Funding Applications of Other Entities

The City of Merced will support applications of other government entities and nonprofit
organizations in its jurisdiction to maximize the resources available for affordable housing and
community development efforts in the City.

Leveraging of Federal Funds and Matching Requirements

The City of Merced has indicated in the specific program activities section of this plan that it
plans to use non-federal funds either in combination or independently in order to achieve greater
leverage for HUD monies. This does not preclude the use of private funds in other project
activities. The City of Merced meets both of the distress criteria under HOME and receives a
100 percent reduction of match. In prior years, combinations of Redevelopment Agency
Housing Set-Aside funds and private monies have been used to build rental new construction or
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rehabilitation projects. Examples of this type of project are the Grove Apartments, the Sunny
View Apartment Project and the Sunnyside Apartments. Together, these developments added a
total of 430 affordable units to the City’s housing inventory.

Summary of Low-Income Housing Tax Credits and Competitive McKinney Vento
Homeless Assistance Act Funds

The Sunny View Apartment project applied for Low-income Housing Tax Credits. The project
received $1,761,000 in financial assistance from the City. This project, which consists of 113
affordable housing units, was completed in January 2008. In addition, Housing Tax Credits were
used for the Grove and the Sunnyside Apartments with 125 affordable housing units. The Grove
and Sunnyside Apartments were completed in 2003 and 2005, respectively, and have maintained
a high occupancy rate since opening.

The City and County of Merced have contracted with the Merced County Association of
Governments (MCAG) to develop a Continuum of Care strategy and apply for Federal Grant
funds. MCAG prepares an application for McKinney Vento Homeless Assistance Act funds.
These funds are used to provide services countywide to the homeless community.

Neighborhood Stabilization Program Funds

The City of Merced did not receive any direct Neighborhood Stabilization Program (NSP)
funding. Based on HUD methodology for allocation, California received $529.6 million of the
$3.92 billion available nationwide for the program. Over $384.5 million was allocated directly
to 46 CDBG entitlement counties or cities in California as determined by HUD. The remaining
$145,071,506 was allocated to the State of California to be administered by HCD. Based on the
allocation formula, the State allocated $2,046,968 of the funds to the City of Merced. As a result
of this funding, the following activities have been undertaken:

= 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.

= Purchase and rehabilitate homes and residential properties that have been abandoned or
foreclosed upon, in order to sell, rent, or redevelop such homes and properties.

The Grant allows 5% for the administrative costs at a maximum of $102,348. Of the remaining
$1,944,620, the City has planned to spend about 70% of this money for acquisition,
rehabilitation, and re-sale of foreclosed properties within the City. About 30% has been
allocated for homebuyer’s program to provide loans in order to enable qualified homebuyers to
purchase foreclosed properties within the City. These activities target household populations
with income of no more than 120% of the Area Median Income (AMI).

The NSP Home Buyer Assistance Program allows a maximum $30,000 loan.. The applicant must
be able to provide 1% of the sales price of the home and they must be able to qualify for a first
mortgage loan. The home purchased must be a foreclosed home and the applicant must have
lived or worked in the City of Merced for at least 6 months prior to obtaining the loan.
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HUD considers the implementation of the NSP an urgent matter. Therefore, specific
requirements, activities, and timeliness have been established to ensure grantees use the funds in
an expeditious manner. HUD requires all grantees to obligate funds within 18 months of grant
receipt and spend all funds within 48 months of grant receipt. The City’s goal is to place
families in homes as quickly as possible using NSP funds to help stabilize neighborhoods
impacted by the foreclosure crisis.

Homelessness Prevention and Rapid Re-Housing Program (HPRP)

The City was awarded a grant of $515,203 in HPRP funds. These funds are required to be used
for programs and activities focused on housing for homeless and at-risk households. The City of
Merced is using these funds to provide temporary financial assistance and housing relocation and
stabilization services to individuals and families who are homeless or would be homeless but for
this assistance. The funds under this program are intended to target two groups facing housing
instability:

= Individuals and families who are currently in housing but are at risk of becoming
homeless and need temporary rent or utility assistance to prevent them from becoming
homeless or assistance to move to another unit (prevention), and

= Individuals and families who are experiencing homelessness (residing in emergency or
transitional shelters or on the street) and need temporary assistance in order to obtain
housing and retain it.

The HPRP program is not a mortgage assistance program. Funds are only eligible to help the
program participant whether they are renters or homeowners about to become homeless. These
funds are to pay for utilities, moving costs, security deposits, rent in a new unit, storage fees,
case management, and other financial costs or services.

There are four categories of eligible activities for the HPRP programs:

e Financial assistance

o Housing relocation and stabilization services
e Data collection

e Administrative costs

These activities are intentionally focused on housing, either financial assistance to help pay for
housing, or services to keep people in housing or to find housing. HPRP assistance is not
intended to provide long-term support for program participants. Assistance, rather is focused on
housing stabilization, linking program participants to community resources and mainstream
benefits, and helping them develop a plan for preventing future housing instability. At least 60
percent of funds must be spent within 2 years of the date of grant agreement and all funds
received must be expended within 3 years.

The City is not directly administering these funds. Instead they have been distributed among
four of the continuum of care agencies providing homeless services in the City of Merced.
These agencies were invited to submit proposals for the use of the HPRP funds. The City
received five applications and has funded programs from four of the agencies. The City also set
aside 3% ($15,203) of the allowable 5 % for administrative costs. The remaining $500,000 has
been awarded as follows:
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Agencies Funded Amount
Merced County Community Action Agency $310,000
Sierra Presbyterian Church $100,000
Love INC. $90,000
Total $500,000

Energy Efficiency and Conservation Block Grant

The City of Merced was awarded $749,200 in Energy Efficiency and Conservation Block Grant
funds. This grant is part of the Federal Stimulus Package. The City of Merced developed a
strategy and subsequent programs to help reduce the total energy used by the City as a whole.
One of the programs that will be implemented is a loan program through the City’s Housing or
Redevelopment Agency (RDA) Programs. This program will provide funding and assistance to
developers of affordable rental housing or homeowners to make their home more energy
efficient.

Approximately $250,000 has been set-aside for Housing Programs. The specifics of the loan
program have not yet been determined; all projects using these funds will be required to provide
some form of energy conservation and efficiency. The projects will involve installing new
windows, new heating and air conditioning units, adding insulation, and installing weather-
stripping around doors and windows, installation of solar panels, or water heaters.

Community Action Agency Energy Efficiency Program

In addition to the City’s program, the Merced County Community Action Agency also operates a
program to help conserve energy. Their program goal is to provide free, or low-cost energy
conservation, and health/safety quality improvements that benefit low-income households. By
doing this, they hope to improve the cost, comfort, and energy consumption in the homes of
economically disadvantaged persons in Merced County.
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Table 1

Funding Recommendation for the Period July 1, 2010 to June 30, 2011:

SOURCE CDBG HOME Total
Grant FY 2010 $1,357,144 $666,386| $2,023,530
Carry-over from FY 2009 $10,000 $90,000 $100,000
Estimated Program Income FY 2010 $120,000 $80,000 $200,000
Total $1,487,144 $836,386| $2,323,530
ACTIVITIES

Housing Rehabilitation and Reconstruction $461,004|  $561,428| $1,022,522
*CHDO Set-Aside $101,958 $101,958
First Time Home Buyer Program $100,000 $100,000
Code Enforcement $240,000 $230,000
HUD Section 108 Loan (The Grove) $339,550 $339,550
**police Officer Funding $168,500 $160,000
**Police Community Aide $40,000 $40,000
**Qther Public Services $10,000 $18,500
***Planning/Urban Development $75,000 $30,000 $105,000
***Continuum of Care + 10 year Plan $55,000 $55,000
***Fair Housing Services $3,000 $8,000 $11,000
***|ndirect Admin Expense $105,000 $35,000 $140,000
Total $1,487,144 $836,386| $2,323,530

*kxk

*kk

Note:

15% CHDO min. HOME set-aside = $101,958 (includes $2,000 for operation costs).

15% Public Services Cap: FY 2010 CDBG grant ($1,357,144) + Prior FY (2009) CDBG
estimated $100,000 program income = $218,500.

20% Planning and Admin Cap for CDBG: FY 2010 CDBG grant ($1,357,144) + projected
program income ($120,000) = $295,428; and

10% Planning and Admin Cap for HOME: FY 2010 HOME grant ($666,386) + projected
program income ($80,000) = $74,638.

Of the $370,066 cap, a total of $311,000 of CDBG and HOME is allocated for Planning and
Admin Expense.

The $140,000 Indirect Admin Expense also includes admin expenses for the Code Enforcement.

All funds not expended in their respective categories and additional underestimated amount of
program income will revert to Housing Rehabilitation and Reconstruction activity.
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C. ANNUAL OBJECTIVES 91.220 (c) (3)

*If not using the CPMP Tool: Complete and submit Table 3A.
*1f using the CPMP Tool: Complete and submit the Summary of Specific Annual Objectives
Worksheets or Summaries.xls

8. Provide a summary of specific objectives that will be addressed during the program year.

The 2010 Consolidated Plan sets forth objectives to be accomplished through the implementation
of the Annual Plan for each of the five years included in the Consolidated Plan. For each
objective, the City has developed goals to help implement the objectives and measure success.

Obijective A: Housing Rehabilitation, Reconstruction, and Neighborhood Revitalization
Goals:

m Ensure quality affordable housing through the Rehabilitation and Reconstruction of the
existing housing stock.

B Support the Code Enforcement activities to diminish slum and blight and to revitalize
low-income neighborhoods.
Objective B: New Affordable Rental Housing Construction
Goals:
B Increase the Stock of Affordable Housing for Very Low, and Low-Income Households.

B Encourage a Mix of Housing Throughout the City To Meet The Needs of Different
Income Groups.

B Encourage the Construction of Housing and Facilities to Meet Special Needs, Including
Farm Workers, Homeless, Large Families, Seniors, and People with Physical or Mental
Disabilities.

Obijective C: Housing Affordability (Homebuyers Assistance Programs)
Goals:
B Increase Homeownership Opportunities for Low-Income Groups.

B Provide Financial Assistance as Needed to Very Low and Low-Income Renter
Households.
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Obijective D: City Coordination
Goals:

m Coordinate Innovative Housing Efforts with Private and Nonprofit Developers as well as
Other Jurisdictions and City Departments.

B Promote and Support Fair Housing Opportunities.
m Continue the Efforts to End Homelessness in Merced.

Objective E: Improvement of the Quality and Quantity of Public Services
Goals:
B To Ensure Funding for Adequate Police Community Services.
B Increase the Level of Youth Services, Child Care, and Other Public Services Programs in
the Community.
Objective F: Improvement of the Quality and Quantity of Community Infrastructure and
Public Facilities

Goals:
B To Ensure the Availability and Adequacy of Necessary Infrastructure to Accommodate
Qualified Residents, Business, and Industry.

B To Maintain High-Quality Public Facilities to Serve Low-Income Residents.

Objective G: Planning for Future Housing and Infrastructure Needs

Goals:
B To Pursue Planning Efforts to Ensure Future Housing Demands Are Met.

B Ensure Accountability and Success of the Housing Annual Action Plan and Other HUD
Documents and Environmental Reports.
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D. DESCRIPTION OF ACTIVITIES 91.220 (d) AND (€)

*If not using the CPMP Tool: Complete and submit Table 3C
*If using the CPMP Tool: Complete and submit the Projects Worksheets and the Summaries
Table.

9. Provide a summary of the eligible programs or activities that will take place during the

program year to address the priority needs and specific objectives identified in the
strategic plan.
Describe the outcome measures for activities in accordance with Federal Register Notice
dated March 7, 2006, i.e., general objective category (decent housing, suitable living
environment,  economic  opportunity) and  general  outcome  category
(availability/accessibility, affordability, sustainability).

Objective A: Housing Rehabilitation, Reconstruction, and Neighborhood Revitalization
1) Housing Rehabilitation Loan Program

This activity provides low interest rehabilitation/reconstruction loans to qualifying home owners
and owners of rental properties. Loan principal and interest are paid back over time and these
funds are used for eligible CDBG and HOME activities. This activity also includes emergency
loans, which provides funds to repair failing roofs, inoperable sewer lines, and other emergencies
regarding health and safety. The funds can also be utilized for sewer hook-ups.

In general, the main emphasis of the Housing Program has been placed on Housing
Rehabilitation and Reconstruction, where the need has continued to grow. This year, due to
contribution to the Grove apartments, CDBG funds are considerably less than the previous years.
In this FY $1,012,522 is set aside for this category ($451,094 CDBG and $561,428 HOME).
These projects consist of owner- occupied rehabilitation, reconstruction, and emergency
conditions. This category also includes activity delivery costs for the Housing Division.

Source of funds: CDBG, HOME, and program income funds

Expected Level of Funding, 2010: 1,012,522 Total [CDBG $451,094; HOME $561,428]
Clients to be served: Low-income households or renters

Number of households to be assisted: 5

General Objective Category: Decent Housing

General Outcome Category: Auvailability/Accessibility

2) Code Enforcement Program

This activity will provide partial funding for City Code Enforcement Specialist positions. These
persons will work in low-income neighborhoods to promote building rehabilitation, reduce crime
and improve the overall living environment for the residents of these neighborhoods.

Source of funds: CDBG

Expected Level of Funding, 2010:  $240,000

Clients to be served: Low-income persons
General Objective Category Suitable Living Environment
General Outcome Category: Sustainability
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3) Lead Hazard Evaluation and Abatement

This activity will continue the requirements of the City's Housing Rehabilitation Loan Program
to ensure that rehabilitation funds are available for the inspection and removal of lead-based
paint hazards. The City is taking all necessary steps to ensure compliance with revised federal
regulations regarding lead-based paint (effective September 2000) as outlined in the 2000 and
2005 Consolidated Plans. There are a number of certified contractors that perform the
inspection, abatement, and clearance on the projects and the costs are part of the loan awarded to
the clients. For the projects that require costly lead-based paint abatement, the City will develop
a formula to pay part or all of the lead-based paint related costs as a grant to the very low income
or senior clients on a case-by-case basis.

Source of funds: CDBG and HOME
General Objective Category Suitable Living Environment
General Outcome Category: Availability/Accessibility

Objective B: New Affordable Housing Construction
The following activities will be undertaken in the 2010 fiscal year to encourage the development
of affordable housing in the City of Merced:

1) Obijective Review Planning and Permitting:

This is an ongoing activity for the City, providing "fast-track" processing for development
proposals that include affordable housing. This helps to reduce the carrying costs for such
projects.

Source of funds: This is a procedural activity (covered under admin costs) that does not
require the expenditure of any additional Housing Program funds.

2) Housing to Meet Special Needs (CHDO Set-Aside):

The City of Merced Housing Program continues to focus on providing housing opportunities to
groups with special housing needs. A potential source of funding for such activities is the
HOME, CHDO Set Aside. The City of Merced works closely with the Central Valley Coalition
for Affordable Housing (a local CHDO) in trying to develop projects. At this time, a specific
project has not been determined for this Fiscal Year. In previous years, the City and the
Coalition performed a major rehabilitation on a 4-bedroom single-family unit to be used for
housing mental health clients of the Merced County Mental Health Department. The Central
Valley Coalition for Affordable Housing will purchase and rehabilitate an abandoned foreclosed
home for rent to very low-income households or those with special needs. For FY 2010, the set
aside amount for CHDO is $101,958, which includes $2,000 for operation costs.

Source of funds: HOME (CHDO) Set-Aside.
Expected level of funding, 2010: $101,958
Clients to be served: Low and very low-income households with special

housing needs (e.g., elderly, homeless, people with
AIDS, people with disabilities, etc.).

Number of households to be assisted: 1
General Objective Category Decent Housing
General Outcome Category: Availability/Accessibility
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3) Affordable Housing Projects (The Grove Apartments)

In FY 2004, the City paid from the CDBG funds for the first year of the loan while the project
was under construction. Since 2004, CDBG funds have been used to pay the loan due to lack of
sufficient cash flow from the project. The City provided $354,850 in funding for the loan
payment to HUD for FY 2008 and $350,000 in FY 2009. In FY 2010, the loan payment being
made by the City is $339,550. As the cash flow condition improves, the developer will pay all
shortfalls and unpaid balances of the loan to the City.

The City will continue providing financial assistance for development of other affordable
housing projects targeting very low-income residents of the community. The City works closely
with the developers of affordable housing projects to bring in more Federal and State funds. In
addition, the City will provide CDBG and HOME loans available to the developers of affordable
housing projects. In recent years, the City has also provided $1,761,000 of its HOME funds to
support the construction of the Sunny View Apartments, which provided an additional 113 units
for low-income families.

Source of funds: CDBG

Expected Level of Funding, 2010: $339,550

Clients to be served: Low to very low-income households
Number of households to be assisted: 204

General Objective Category Decent Housing

General Outcome Category: Affordability

Objective C: Housing Affordability (Assistance Programs)
1) Down Payment Assistance

This program, also known as the First Time Home Buyer Program (FTHB), provides low-
interest loans to first-time, low-income homebuyers. Loans are provided interest free for the first
five years, with a fixed three (3) percent interest rate, initiating on the 61st month. Debt is
amortized over the following 25 years and there are penalties for subsequent sale to non low-
income homebuyers. The Program has gone through several changes in the past. Among the
changes are: 1) an increase in the loan amount from $25,000 to $35,000; 2) modifying the
interest rate from 4% to 3% rate; and 3) increasing the maximum City funds on the down
payment to 10%.

Housing prices in the City of Merced have dropped dramatically over the last few years.
However, due to the high unemployment rate and the more stringent rules for obtaining a home
loan, this program has not been as productive as the City had hoped. While the funding for this
program in FY 2010 is still relatively low, it is anticipated that within the next few years, there
will be an increased demand for this program.

The City’s recent CalHome and BEGIN grant will also supplement the First Time Home buyer
Program. The City has been awarded $660,000 in BEGIN (Building Equity and Growth in
Neighborhoods) for the first time homebuyers and $600,000 in CalHome for first time
homebuyers and rehabilitation projects. In addition, the City has received $2,046,968 in
Neighborhood Stabilization funds. Of that amount, about $600,000 (close to 30% of funds) are
being used for first time homebuyer down payment and closing costs financing for the purchase
of foreclosed homes.
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Source of funds: HOME

Expected level of funding, 2010: $100,000 [HOME]

Clients to be served: Low-income first time homebuyers.
Number of households to be assisted: 5

General Objective Category Decent Housing

General Outcome Category: Affordability

Obijective D: City Coordination
1) Educational Programs

This activity will ensure that information on affordable housing issues and programs in the City
of Merced is made available to City residents, developers, and local lenders, by placing program
brochures, copies of City documents, and other pertinent information on the City’s website and
at the Merced Civic Center Housing Division. In addition, this information is made available to
community-based groups serving lower income residents.

Source of funds: This is a procedural activity (covered under administrative costs) that does
not require the expenditure of any additional Housing Program funds.

2) Fair Housing Programs:

As a result of the Analysis of Impediments to Fair Housing study done in 2003, the City
established a fair housing enforcement program with CDBG funds to provide fair housing
services. The Central Valley Coalition of Affordable Housing is the service provider to those
households who feel they have been discriminated against.

The Coalition has established a fair housing hotline, 1-888-MERCEDS, and provides referrals to
outside agencies as required if complaints need to be filed. All complaints are addressed within
30 days. In case of a high number of complaints, the Coalition will conduct fair housing testing
to determine the level of discrimination (if any) in the community. The Coalition also has a
Tenant and Landlord Education Program, which involves working with the County Housing
Authority, and other organizations in developing educational materials and workshops to educate
tenants and landlords on their rights and responsibilities. Several workshops are held each year.

Source of funds: CDBG, HOME

Expected level of funding, 2010: $11,000 [$3,000 CDBG; $8,000 HOME]
Clients to be served: Citywide

Number of households to be assisted: Undefined

General Objective Category Decent Housing

General Outcome Category: Availability/Accessibility

3) Continuum of Care Plan

The City and County of Merced have taken a lead role in providing resources to the homeless.
In FY 2002, Merced County Association of Governments (MCAG) was selected by the City and
County of Merced to develop a "Continuum of Care" (CoC) Strategy for the entire County to be
eligible for Emergency Shelter Grant (ESG) funds. The preparation of the Continuum of Care
Plan for Merced County is again a priority in the FY 2010 plan.

In 2004, the Plan received its first funding for the Homeless Management Information System
(HMIS). Funding has continued for the last several years. In 2007 and 2008, the plan received
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$327,494 and in 2009 received $81,163. The preparation and submittal of the plan is necessary
in order to receive the McKinney Act/Emergency Shelter Grant funds and to meet the needs of
the homeless people in Merced. MCAG continues to take the lead in the preparation of this plan.

As part of the Continuum of Care preparation, MCAG asks each participating jurisdiction to
provide information on the funding sources to be used each year. The City of Merced will
contribute $25,000 to the preparation and implementation of this plan. An additional $10,000
has been set aside toward the preparation of a 10-year plan to help end homelessness.

Source of funds: CDBG
Expected level of funding, 2010: $55,000 [CDBG]
Clients to be served: Homeless persons and persons with special housing

needs (elderly, people with AIDS, mental and
physical disabilities, etc.)

Number of households to be assisted: Undefined
General Objective Category Decent Housing
General Outcome Category: Availability/Accessibility

Objective E: Improvement of the Quality and Quantity of Public Services

1) Public Service/Crime Awareness:

This program utilizes CDBG funds as partial funding for the support of six additional police
officers, which were added in 1995 with assistance from a Federal Police Grant. The primary
focus of the officers is gang activity prevention and intervention in low-income neighborhoods
and school sites.

Source of funds: CDBG

Expected level of funding, 2010: $168,500 [CDBG]

Clients to be served: South Merced Residents
General Objective Category Suitable Living Environment
General Outcome Category: Availability/Accessibility

2) Police Community Aide

This program funds the salary of a police aide to assist the City's Police Department in meeting
the needs of the City's Southeast Asian and Hispanic communities. While the aides work
primarily with the Southeast Asian and Hispanic communities, services are provided to all City
residents in need of assistance.

Source of funds: CDBG

Expected level of funding, 2010: $40,000 [CDBG]

Clients to be served: Low-income residents
General Objective Category Suitable Living Environment
General Outcome Category: Sustainability
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Objective F: Planning for Future Housing and Infrastructure Needs

The City of Merced Planning and Permitting Division will carry out a number of CDBG eligible
activities in furtherance of good community development, neighborhood revitalization, planning,
and capacity building. Development of these plans will help determine future housing needs for
all income levels throughout the City. The City will be updating the Housing Element of the
General Plan this year in addition to other activities.

Source of funds: CDBG & HOME

Expected level of funding, 2010: $105,000 [$75,000 (CDBG) $30,000 HOME)]
Clients to be served: Residents citywide

General Objective Category Suitable Living Environment

General Outcome Category: Sustainability

Objective G: Planning for Future Housing and Community Needs

The City of Merced Development Services Division is comprised of the Inspection Services
Division, the Planning Department, the Engineering Department, and the Housing Program. The
Development Services Division will carry out a number of CDBG eligible activities in
furtherance of good community development, neighborhood revitalization, planning, and
capacity building.

Planning Department Staff prepare the Annual Plan, the CAPER, and the Consolidated Plan. In
addition, Planning Staff along with Inspection Services Staff will provide priority permit
processing for all projects funded by the Housing Program.

Source of funds: These activities are covered under the Planning and Urban Development
activities in Objective F and through permit fees paid for specific projects.
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FUNDING RECOMMENDATION FOR THE PERIOD JULY 1, 2010 TO JUNE 30, 2011:

SOURCE CDBG HOME Total
Grant FY 2010 $1,357,144 $666,386| $2,023,530
Carry-over from FY 2009 $10,000 $90,000 $100,000
Estimated Program Income FY 2010 $120,000 $80,000 $200,000
Total $1,487,144 $836,386| $2,323,530
ACTIVITIES
Housing Rehabilitation and Reconstruction $461,004|  $561,428| $1,022,522
*CHDO Set-Aside $101,958 $101,958
First Time Home Buyer Program $100,000 $100,000
Code Enforcement $230,000 $230,000
HUD Section 108 Loan (The Grove) $339,550 $339,550
**Police Officer Funding $160,000 $160,000
**Pglice Community Aide $40,000 $40,000
**Qther Public Services $18,500 $18,500
***Planning/Urban Development $75,000 $30,000 $105,000
***Continuum of Care + 10 year Plan $55,000 $55,000
***Fair Housing Services $3,000 $8,000 $11,000
***|ndirect Admin Expense $105,000 $35,000 $140,000
Total $1,487,144 $836,386| $2,323,530
* 15% CHDO min. HOME set-aside = $101,958 (includes $2,000 for operation costs).

o 15% Public Services Cap: FY 2010 CDBG grant ($1,357,144) + Prior FY (2009) CDBG estimated

$100,000 program income = $218,500.

falakad 20% Planning and Admin Cap for CDBG: FY 2010 CDBG grant ($1,357,144) + projected program income

($120,000) = $295,428; and

10% Planning and Admin Cap for HOME: FY 2010 HOME grant ($666,386) + projected program income

($80,000) = $74,638.

Of the $370,066 cap, a total of $311,000 of CDBG and HOME is allocated for Planning and Admin

Expense.

falaked The $140,000 Indirect Admin Expense also includes admin expenses for the Code Enforcement.

Note:
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E Geographic Distribution/Allocation Priorities 91.220 (d) and (f)

10. Describe the geographic areas of the jurisdiction (including areas of low income
families and/or racial/minority concentration) in which assistance will be directed
during the next year. Where appropriate, the jurisdiction should estimate the
percentage of funds the jurisdiction plans to dedicate to target areas.

11. Describe the reasons for the allocation priorities, the rationale for allocating
investments geographically within the jurisdiction (or within the EMSA for
HOPWA) during the next year, and identify any obstacles to addressing underserved
needs.

The City of Merced has significant concentrations of low-income households and racial/ethnic
minorities in Central and South Merced. The target area for all activities and services as outlined
in this annual Action Plan for FYY 2010 is the entirety of the City of Merced, with a concentration
of activities in South and Central Merced.

According to the 2000 Census, Census Tracts in Central, South, and portions of North Merced
have significant concentrations of low and moderate-income residents. Census Tracts 10.03 and
10.05, located just north of Bear Creek and west of R Street in North Merced have 68.9 and 66.0
percent low and moderate-income residents respectively. Census Tracts 13.01, 13.02, and 14.01
in Central Merced have 67.6, 75.0, and 57.7 percent. Census Tracts 15.02, 15.03, 16.01, and
16.02 in South Merced have 74.8, 80.4, 83.9, and 78.5 percent respectively. Census Tracts 17.00
and 18.02 in Southeast Merced (northeast of Highway 99 and south of Highway 140) have 53.8
and 72.5 percent.

Figure 14 of the 2010 Consolidated Plan shows that both of the tracts in South Merced have
significant concentrations of racial and ethnic minorities. In particular, the concentration of
people identifying themselves as Asian or Pacific Islander (primarily Hmong and Laotian in
Merced) is more than twice the citywide concentration. Likewise, the concentration of people of
Hispanic origin is more than one and a half times the concentration Citywide.

Merced's current mix of racial and ethnic groups makes it one of the most diverse cities in the
country. It also has several important impacts on the local housing market. Most importantly,
many Hmong, Laotian and Hispanic households fall into the moderate, low and very low-income
categories. Thus, there is a higher degree of housing overpayment in these groups than there is
among Whites. It is also more likely that households in these groups will require housing
assistance, will live in substandard housing, and/or will live in overcrowded conditions.
Overcrowding, in particular, is a widespread problem among these groups due to large family
size and the desire to live in extended family situations. The dominant pattern of housing
construction in Merced, as in most of the U.S., does not respond to the needs of these families,
and the few large homes that exist are typically out of these families' range of affordability.

In addition, the majority of racial and ethnic minority households are concentrated in South
Merced, where the occurrence of substandard housing is the highest. The City's Consolidated
Plan has set a goal of achieving a more equitable mix of affordable housing throughout the City.
Housing conditions for low-income families in South Merced will also be improved through the
City's Housing Rehabilitation Program and new construction or rehabilitation that is designed to
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meet the needs of large families. Because of the Central and South Merced status, the City of
Merced directs most CDBG and HOME activities in South and Central Merced.

Obstacles to Meeting Underserved Needs:

The largest obstacle to meeting underserved needs is funding. With the large number of
households with some type of housing problem, it’s difficult to stretch the available funds to
meet all the needs. In addition, governmental controls such as density requirements, the permit
process, and especially the fees associated with new construction and some rehabilitation
projects present an obstacle to development. Finally, community opposition or “NIMBYism”
(Not In My Back Yard) presents an obstacle to meeting needs when new facilities are developed.

Section “C” of the City’s Strategic Plan (Section IV of the 2010 Consolidated Plan) identifies
various land use controls and development fees that may result in obstacles to affordable
housing. Two strategies and their associated activities have been identified to address these
possible negative effects (Section 1V, subsection D of the 2010 Consolidated Plan). In summary,
these strategies and activities include:

¢  Policy B-1: Support increased densities in residential areas. There are several activities
associated with this strategy that are intended to help alleviate the negative effects that City
land use policies have on the development of affordable housing. These activities include
a comprehensive review of residential densities (Implementing Program A-1a), with the
goal of increasing the density in residential areas that are 1) within one-quarter mile of
school facilities, retail areas, or employment districts; or 2) within three city blocks of
major arterials and public transportation routes. This program will be part of the City’s
comprehensive General Plan Update expected to be completed in late 2011. Other
activities that are intended to alleviate any potential negative effects of City land-use
policies include Implementing Program A-1b that promotes the use of the Residential
Planned Development Zoning designation. This designation will be used to encourage
innovative site planning and clustered housing designs and is widely used in new growth
areas by developers to develop single-family homes on smaller lots (2,800 to 4,000 s.f.)
than what is allowed under the City’s R-1 ordinance.

Additionally, the City recently amended our Zoning Ordinance to bring our rules on
second units in residential zones (Granny Units) into compliance with state law. The new
ordinance allows removes the occupancy requirements from second units. This allows the
second units to be occupied by anyone rather than only those related by blood or marriage.
The amendment also increased the maximum size requirement for secondary units
allowing units up to 1,200 square feet. It is anticipated that these changes will help
facilitate more affordable housing in the City of Merced. However, the draft Analysis of
Impediments (Al) encourages the City to explore the necessity of requiring

¢  Policy B-3: Provide priority review and permitting for affordable housing projects. This
is an ongoing program of the City that helps to reduce the impact of the permitting process
on the schedule and cost of affordable housing developments.

The City recognizes the constraint placed on development as a result of these fees and, as
previously mentioned, has recently reduced the PFIF for residential construction within in-fill
areas. The City is currently conducting a study on the sewer fees for all types of construction. If
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approved, the sewer fee could be reduced by as much as half. It’s anticipated a reduction in fees
will be approved by July 2010.

The City will continue discussions with members of the Merced Building Industry Association,
to identify additional strategies by which the cost impact of required off-site improvements can
be minimized without compromising public health and safety or community quality.
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Figure 18
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F Annual Affordable Housing Goals 91.220(g)

*If not using the CPMP Tool: Complete and submit Table 3B Annual Housing Completion
Goals.
*If using the CPMP Tool: Complete and submit the Table 3B Annual Housing Completion
Goals.

12. Describe the one-year goals for the number of homeless, non-homeless, and special-
needs households to be provided affordable housing using funds made available to the
jurisdiction and one-year goals for the number of households to be provided affordable
housing through activities that provide rental assistance, production of new units,
rehabilitation of existing units, or acquisition of existing units using funds made
available to the jurisdiction. The term affordable housing shall be defined in 24 CFR
92.252 for rental housing and 24 CFR 92.254 for homeownership.

Homeless:

The City does not directly provide any homeless services. The City works with other local
agencies to provide shelters and other housing needs for the homeless community. In Fiscal
Year 2010, the City will continue to provide funds for the preparation of the Countywide
Continuum of Care to address the needs of the homeless community. In addition, funds will be
used to help prepare a 10-year plan to end homelessness.

In 2006, the City contributed funds for the construction of a new homeless shelter in the City of
Merced, providing 60 beds. This shelter was opened in May 2007. The shelter is operated by
the Merced County Community Action Agency (a non-profit organization) and provides meals,
beds, showers, and laundry facilities. In addition, the shelter provides health care, including
mental health services, counseling, job searches, and classes in a variety of educational areas.

In 2009, the City was awarded $515,203 by HUD for the Homelessness Prevention and Rapid
Re-Housing Program (HPRP). These funds will be used to target individuals and families who
are currently in housing but are at risk of becoming homeless and those who are currently
experiencing homelessness. The City has set aside 3 percent ($15,203) of the funding of the
allowable 5 percent for administrative costs. The remainder of the funds will be distributed
among continuum of care agencies providing homeless services in the City of Merced to
implement the program. This program will target those who are at risk of becoming homeless as
well as those who are currently experiencing homelessness.

Activities provided through this funding are focused on either providing financial assistance to
help pay for housing, or services to keep people in housing or to find housing. HPRP assistance
is not intended to provide long-term support. Assistance is focused on housing stabilization,
linking program participants to community resources and mainstream benefits, and helping them
develop a plan for preventing future housing instability. These funds will be distributed as
follows:

Merced County Community Action Agency $310,000
Sierra Presbyterian Church $100,000
Love INC. $90,000

Total $500,000
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Special Needs Households:

As defined in Policy B-5.b of the City’s 2010 Consolidated Plan, the City will continue to work
closely with the Central Valley Coalition for Affordable Housing (a local CHDO) to develop
projects to serve groups/individuals with special needs.

For many years, the City has assisted disabled individuals through the Housing Rehabilitation
and Reconstruction Program. These projects are not reported separately from other rehabilitation
projects. Since 1994, the City has assisted 85 households through this Program. Improvements
made to theses homes include handicap-accessible kitchens and bathroom, and ramps for
wheelchair accessibility. Any of the rehabilitation or reconstruction projects under taken in FY
2010 will be considered for handicap accessible improvements as needed.

The City’s goal for FY 2010 is to assist at least one special needs household with CDBG funds.
This will be accomplished either through a joint project with the Central Valley Coalition for
Affordable Housing or through the rehabilitation/reconstruction program.

Non-Homeless Special Needs:

The City of Merced contracts with the Merced County Association of Governments to prepare
and implement the Continuum of Care strategy. Strategies to prevent homelessness and address
the special needs community who are not homeless include activities to prevent low-income
individual persons and families from becoming homeless by providing free finance management
classes, life skills training, counseling, utility and rental assistance, free furniture, clothes, meals,
and groceries. There are a number of privately and publicly funded organizations, including the
County of Merced, participating in these efforts.

Rental Housing:

As part of the financing package for the Grove Apartments, a $4 million loan from the HUD
Section 108 Loan Guarantee Program was obtained. HUD 108 loans are guaranteed by future
CDBG allocations to the City. The loan for the Grove project is $4 million for a 20-year term at
about 5 percent interest. If the Grove’s income proves to be insufficient for debt service in any
given year, repayment must come from the City’s CDBG funds. In FY 2010, the City will pay
$339,550 in CDBG funds to pay the Section 108 loan. This funding continues to provide
affordable housing for 204 rental households.

Rehabilitation/Reconstruction Program

Through the Rehabilitation/Reconstruction Program, affordable decent housing is provided to
low-income households. These activities constitute a scope of work that restores or replaces the
dwelling unit to fully acceptable standards. This category also includes single-family new
construction projects on vacant lots and emergency loans. Emergency Loans are issued to
correct deficiencies in a short time frame that if left uncorrected would lead to greater
deterioration or make the property uninhabitable. Examples of such activities are roof repairs
and sewer line replacements. Due to the debt service obligation for the Grove, funding for this
program has less for the last several years. In FY 2010, the City has a goal of assisting 5
households through this program.
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First Time Home Buyers Program

The City’s First Time Home Buyer Down Payment Assistance program uses HOME funds to
provide low-interest loans to qualified home buyers. Loans are provided interest free for the first
five years, with a fixed three (3) percent interest rate, initiating on the 61st month. Debt is
amortized over the following 25 years and there are penalties for subsequent sale to non low-
income homebuyers. The maximum loan amount is $30,000, with a 3 percent interest rate. The
City has a goal to provide loans to at least 5 first time home buyers in FY 2010.

Neighborhood Stabilization Program

In January 2009, the City was awarded $2,047,000 in Federal Neighborhood Stabilization
Program (“NSP”) funds. The City determined to spend approximately 30% of this money to
support FTHB loans to enable qualified homebuyers to purchase foreclosed properties within the
City. The other 70% of the funds are to be used for the direct acquisition, rehabilitation, and
resale of those foreclosed properties. The City has, so far, purchased approximately 15
properties and will soon be rehabilitated them for resale to qualifying home buyers.

The City has described its NSP goal to be the placement of as many families as possible into
foreclosed properties as quickly as possible, in order both to increase the level of homeownership
for qualified very low and moderate income households, and to stabilize neighborhoods
impacted by foreclosures. The City estimates that up to 50 FTHB loans will be made under the
NSP initiative.

G PusLIC HOUSING 91.220(H)

15. Describe the manner in which the plan of the jurisdiction will help address the needs
of public housing and activities it will undertake during the next year to encourage
public housing residents to become more involved in management and participate in
home ownership.

16. If the public housing agency is designated as "troubled" by HUD or otherwise is
performing poorly, the jurisdiction shall describe the manner in which it will provide
financial or other assistance in improving its operations to remove such designation

Public housing in the City of Merced is provided and managed by the Housing Authority of the
County of Merced. The City of Merced Housing Program works in conjunction with the
Housing Authority to ensure that the City and County housing programs work in tandem to
provide quality housing for all low-income City residents. Operations of the Housing Authority
are controlled by a 7-member Board of Directors, which are appointed by the Merced County
Board of Supervisors. Five members serve 4-year terms and two members are "Tenant
Representatives” and serve 2-year terms. The City of Merced is not involved in these
appointments. It should be noted that the Housing Authority of the County of Merced is_not
designated a "troubled Public Housing Authority” (PHA) by HUD.

The Housing Authority of the County of Merced has created a full-time position responsible for
the implementation of resident initiatives. The Housing Authority offers a home ownership
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program. Numerous residences have been purchased by the Authority and have subsequently
been renovated. The Authority is now offering the residences to qualified families with a
minimum 50% earned income. The rent on these residences is increased gradually and a portion
is automatically put into a reserve account for the residents. A non-routine maintenance account
is also established. The residents are required to attend personal finance and home improvement
workshops. The income accrued in the reserve account is ultimately used for a down payment to
purchase the property from the Housing Authority. The Housing Authority of the County of
Merced is not currently providing a resident manager program.

The City of Merced has identified two strategies to address the needs of public housing in the
2010 Consolidated Plan--1) Implementing Program B-4c that calls for the City to pursue funds to
construct new affordable rental housing units; and 2) Policy C-2 which calls for the City to
continue working with the Housing Authority to continue/expand Section 8 programs.

H HOMELESS AND SPECIAL NEEDS 91.220(1)

17. Describe, briefly, the jurisdiction’s plan for the investment and use of available resources and
describe the specific planned action steps it will take over the next year aimed at eliminating
chronic homelessness.

18. Describe specific action steps to address the needs of persons that are not homeless identified
in accordance with 91.215(e).

19. Homelessness Prevention—Describe planned action steps over the next year to address the
individual and families with children at imminent risk of becoming homeless.

As previously mentioned, the City coordinates with the Merced County Association of
Governments (MCAG) to prepare and implement the Continuum of Care (CoC) programs. The
City will assist as much as possible in implementing the strategies and objectives identified in
the CoC and in coordinating efforts among different service providers. The following is
excerpted from the CoC describing the actions planned to address chronic homelessness:

The CoC ranked a permanent housing project for the chronically homeless as the highest priority
in the 2009 CoC Plan. The project, if funded, will provide eight permanent housing units for
Merced’s chronically homeless population. Additionally, the CoC will develop a permanent
housing committee to begin identifying other possible resources to increase the permanent
housing supply. This committee will meet at least quarterly beginning in January 2010.

Mental Health Services Act (MHSA) funding will be accessed to create 10 units of permanent
housing within a new construction project (Gateway Terrace). This project will serve
transitional youth age 18 and over, adult/older women and men who are homeless or at risk of
homelessness and have psychiatric disability.

Currently there are 4 beds available for chronically homeless persons. The CoC will strive to
create 6 new beds within the next year, an additional 5 beds over the next 5 years and a total of
30 beds within the next 10 years. The City will provide assistance, as needed, to help achieve
these goals.”
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The City relies on the strategy provided by the CoC to implement homelessness prevention
programs. As part of that strategy, the CoC will strive to create an apartment complex in the
City of Merced where some, if not all, the units will be designated for homeless families.
Residents will be provided with opportunities to develop skills through employment and
vocational training to help them gain self-sufficiency.

The CoC will also work to improve their method of calculating the number of homeless
households with children. Future counts will be coordinated with the local school districts in an
effort to achieve a more accurate count.

Although the City does not operate any homeless facilities, it does endeavor to provide
opportunities for more affordable housing through the Housing Program. This includes joint
projects with private developers, rehabilitation projects, and recently through the use of funds
awarded for the Homelessness Prevention Rapid Re-Housing Program (HPRP) which are being
used by CoC agencies to implement or continue programs to assist individuals and families who
are currently homeless or art at risk of becoming homeless.

The Community Action Agency (another member of the Continuum of Care) also offers
Homeless Prevention Funds that are offered in the form of a one-time cash payment to place the
homeless in permanent housing, or to maintain current housing. Additional information on this
program was previously provided in this report under “Priority Homeless Needs”.

| BARRIERS TO AFFORDABLE HOUSING 91.220(3)

18. Describe the actions that will take place during the next year to remove barriers to
affordable housing.

The barriers to affordable housing include economic, governmental, and political. The City has
little control over the economic barriers. However, the City Housing Programs described in the
previous sections of this plan, strive to provide affordable housing opportunities to the
community. With the declining cost of housing, it could be assumed that more people would be
able to afford to purchase a home. However, with the decline in the cost of housing, the job
market has also seen a dramatic decline. In March 2010, the unemployment rate for Merced
County was at an all-time high of 22.1 percent.

The Housing Program works closely with the City’s Economic Development Department to help
provide economic opportunities to the community. The most significant effort taken by the City
of Merced in this area is the approval to borrow up to $2.6 million through the CDBG Section
108 Loan Guarantee Program. The funds were used to construct infrastructure improvements
needed to make the 100 acres of the South Airport Industrial Park (44 parcels) useable for
industrial development and job creation. To date, more than 600 jobs have been created by this
project.

The Economic Development Department has two plans currently in place to help draw
businesses to Merced, creating jobs. In 2006, the City approved the Economic Development
Business Plan called Prosper Merced. The plan contains six strategies and several action items
designed to increase job opportunities, investment, and prosper Merced. In 2007, the City also
adopted the Downtown Strategy which identifies tasks and actions to encourage business
opportunities and draw job generating development.
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Governmental constraints to affordable housing include land use policies and development costs.
The City has taken a number of steps in recent years to encourage increased density and more
affordable housing. The City addressed many of the land use policies identified in the 2003
Analysis of Impediments as barriers to affordable housing.

The Zoning Ordinance has been modified to give a broader definition of a household and
removed the definition of “family” which limited the number of un-related individuals who
could occupy a single dwelling. In addition, the second-unit ordinance was amended to comply
with state law allowing the second dwelling unit to be larger in size than previously allowed and
removed the limitation requiring someone related by blood or marriage occupy the second unit.
These changes along with the implementation of the Residential Planned Development (RPD)
zoning designation and the adoption of small lot design guidelines allowing higher density
development have made development of affordable housing more feasible for many developers.

The final barrier that the City has control over is the cost of development fees. The City is
currently reviewing the sewer facility fees. The high costs of these fees have been a major
barrier to development. It is anticipated that a reduction in these fees will be approved in July
2010. Other fees that have created a barrier to housing are the City’s Public Facility Impact Fees
(Public Facilities Impact Financing Plan). In 2009, these fees were reduced for infill sites within
the Central and South Merced. The majority of the eligible census tracts are in these areas.

One of the most difficult barriers to overcome is that of neighborhood opposition to affordable
housing developments. NIMBYism (Not In My Back Yard) is an impact that is often difficult to
overcome. The City encourages developers of affordable housing to host neighborhood
meetings to help educate the neighborhood on affordable housing issues prior to seeking City
approval. Not all developments require special approval such as a conditional use permit or
other entitlement.

If a development only requires a building permit, the opportunity for NIMBYism is reduced.
However, when entitlements are required and public hearings are held as required by law,
NIMBYism can be a formidable barrier that may be difficult to overcome. Although there are
laws in place limiting the reasons a City can deny an entitlement for affordable housing,
neighborhood opposition can be a deterrent to development. The City will strive to educate the
community on affordable housing issues and to work with developers to construct attractive
developments that will be an asset to a neighborhood and the community.

J OTHER ACTIONS 91.220(K)

19. Describe the actions that will take place during the next year to address obstacles to
meeting underserved needs, foster and maintain affordable housing, evaluate and reduce
the number of housing units containing lead-based paint hazards, reduce the number of
poverty-level families develop institutional structure, enhance coordination between
public and private agencies (see 91.215(a), (b), (i), (j), (k), and (I)).

20. Describe the actions to coordinate its housing strategy with its transportation planning
strategies to ensure to the extent practicable that residents of affordable housing have
access to public transportation.
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Actions to Address Obstacles to Meeting Underserved Needs and to Foster and Maintain
Affordable Housing:

Expanding the supply and improving the quality of affordable housing are high priority goals
identified in the 2010 Consolidated Plan to address obstacles to meeting underserved needs and
to foster and maintain affordable housing. In order to accomplish these goals, the City of
Merced will implement actions to:

e Provide housing rehabilitation and repair assistance to extremely low, very low, low, and
moderate income households through the City’s Rehabilitation/Re-construction Program
using CDBG and HOME funds;

o Work with private developers to leverage funds, including state and federal funds, to
acquire, rehabilitate, or construct new affordable multi-family housing;

e Increase homeownership opportunities for extremely low, very low, low, and moderate
income households through the City’s First Time Homebuyer’s Program, the CalHome
and BEGIN programs, and Neighborhood Stabilization Program funding;

e Work with the City’s CHDO to help provide housing for individuals with special needs;
and

e Work to revitalize neighborhoods and improve the quality and quantity of public services
by eliminating blight, reducing crime, and providing public facilities by providing partial
funding for the City’s Code Enforcement, Police Officers, Police Community Aides, and
the construction or repair of public facilities (i.e., parks, streets, alleys, and sidewalk
improvements, and other infrastructure needs).

The following is a summary of the key strategies needed to address aforementioned priorities.

Housing Rehabilitation and Reconstruction

Rehabilitation and Reconstruction is a central strategy for maintaining the City’s existing stock
of affordable housing. The Consolidated Plan gives high priority to continuing the City’s
Housing Rehabilitation Loan Program.

Also included in this strategy is contingency funding for unforeseen housing emergencies. This
activity provides loans to low-income property owners to repair failing roofs, inoperable sewer
lines, and other emergencies regarding health and safety. The funds can also be utilized for
residential sewer hook-ups. This program has been folded into the Housing Rehabilitation
Program for funding purposes.

Joint Development Agreements

The Consolidated Plan supports City staff efforts towards working with private developers to
construct affordable housing in Merced. Through creative joint development projects, the City is
able to leverage its funds for the development of new affordable housing units. Monies for such
projects may be targeted to land acquisition or write-down, equity participation, or low interest
financing in return for affordability guarantees. This is an important mechanism for encouraging
new construction of multi-family units and housing to meet special needs.
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Priority Review and Permitting

The City of Merced is committed to providing expedient processing of development proposals
that include affordable housing. This helps to reduce the carrying costs of such projects.

Housing to Meet Special Needs

The City is committed to seeking and assisting with quality housing projects targeted towards
groups in the City with special housing needs throughout the next five years and beyond.

Code Enforcement:

The City is committed to ensuring that its various land use regulations are fully and fairly
enforced by providing ongoing funding for three full-time City Code Enforcement Officers.
These officials will intervene in low and moderate-income neighborhoods to promote building
rehabilitation, reduce crime, and improve the overall living environment for the residents of
these neighborhoods.

Lead Based Paint Hazard Reduction

The City of Merced Housing Program aims to abate lead based paint hazards in the City by
working with the County Department of Public Health and certified contractors in the Housing
Rehabilitation Program to identify and reduce lead hazards in the City's housing stock.

Down-payment Assistance

To assist low-income households in becoming homeowners, the Consolidated Plan gives high
priority to continuing the City’s First Time Home Buyers Program. Down-payment assistance is
provided to eligible first-time homebuyers in the form of a low or no interest loan to be paid back
over the course of several years or at the time of resale.

Police Officers (Gang Prevention/Intervention Activities)

The City is committed to ensuring the safety of its residents and private property. The City
intends to match existing Federal Grant funds to finance police officers and their necessary
supplies to achieve this goal. The officers will be assigned to duty at the South Merced Police
Station and will patrol the South Merced area, which has a high concentration of low-income
individuals and families.

Community Police Aide

Given the City's increasing Southeast Asian population, the Merced Police Department and the
Southeast Asian community feel it would be beneficial to create a Community Police Aide
position. The qualified individual will help the City's Police Department meet the special needs
of this segment of the community.

Lead-Based Paint Hazard Abatement

The five-year plan of the Consolidated Plan includes three strategies for addressing lead-based
paint hazards in the City:
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¢  City staff shall continue to conduct lead based paint hazard inspection and
abatement as a priority activity under the City's Housing Rehabilitation Loan
Program;

+  Staff shall continue to work closely with the County Department of Public Health,
Environmental Health Division to support public education and the prevention of
lead-poisoning in the City; and

. Implement new procedures within the City's Rehabilitation Loan and First Time
Homebuyers Programs in order to meet federal regulation, "Requirements for
Notification, Evaluation, and Abatement of Lead-Based Paint Hazards in Federally
Owned Residential Property and Housing Receiving Federal Assistance™ (effective
September 15, 2000).

These three programs will help ensure that lead-based paint hazard abatement becomes an
integrated activity of the City's housing policies and programs and will help reduce the incidence
of lead poisoning in children in Merced.

Activities to Prevent Homelessness and to Address the Special Needs Persons Who Are
Not Homeless

The City of Merced contracts with MCAG to prepare and implement the Continuum of Care
strategy. Strategies to prevent homelessness and address the special needs community who are
not homeless include activities to prevent low-income individual persons and families from
becoming homeless by providing free finance management classes, life skills training,
counseling, utility and rental assistance, free furniture, clothes, meals, and groceries. There are a
number of privately and publicly funded organizations, including the County of Merced,
participating in these efforts. In addition, the City is applying for a grant from the Homelessness
Prevention Fund. These funds can be used to provide rental assistance and housing relocation,
stabilization services (i.e., mediation, credit counseling, security or utility deposits, moving costs,
and case management).

Anti-poverty Strategy:

This strategy manages to ensure that affordable housing efforts are properly coordinated with
economic development activities to reduce the incidence of poverty in the City of Merced. The
City’s Gateways Redevelopment Project Area covers most of South Merced. Through the
Gateways Project, needed economic development activity (such as bringing in more commercial
businesses and industries) can be developed in the area. Funding for infrastructure and housing
projects will also be available through this source.

In 1997, the City of Merced received a $1.6 million Section 108 Loan to accomplish
infrastructure improvements in order to make 100 acres of industrial land available for
development at the South Merced Airport Industrial Park. As a result, 44 parcels of industrial
land were made available for economic development purposes in South Merced. Since 2002,
over 28 parcels have been developed in this area creating between 450 and 500 jobs (given
seasonal fluctuations). In 2008, 5 more jobs were added in the Industrial Park.

In 2009, the City approved an application for Wal-Mart to locate a distribution center in
southeast Merced. The opening of the distribution center would create as many as 600 jobs in
Merced paying well above the current minimum wage rate. This project was originally
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scheduled to begin construction in late 2006 or early 2007. However, due to Environmental
Review requirements and legal issues, the project has been. The City is hopeful the project will
begin construction within the next year.

The City’s Economic Development staff is continually working with Industrial and Commercial
users to locate in Merced to help provide more jobs within the area. They place a special
emphasis on companies with a beginning pay scale higher than minimum wage. Such
development would bring needed jobs to the community benefiting low and moderate-income
households. The City of Merced is also committed to working with the Housing Authority of the
County of Merced, the Merced County Office of Education, and the Merced County Human
Services Agency on the programs described below.

The Housing Authority of the County of Merced has approximately 130 families throughout the
county enrolled in the Resident Opportunities Self Sufficiency (ROSS) Program. Under this
program for Housing Choice Voucher (formally Section 8) participants, the families develop
goals and a plan to work towards financial independence. Under this program, the family ears an
escrow account that they receive after they fulfill their Family Self-Sufficiency (FSS) contract.
Rent increases resulting from increased earned income are placed in an escrow account, which is
given to the family when they have completed their Family Self Sufficiency Contract of
becoming economically independent. The Housing Authority provides case management and
goal setting assistance.

The Merced County Office of Education runs the Head Start program within Merced County.
There are currently 16 centers throughout the County, serving approximately 1,060
children/families per year. Two of those centers are located within the City of Merced. These
centers serve 194 children within the City of Merced. Head Start is a national program that
provides comprehensive child development services which helps enrolled children and their
families achieve their full potential by experiencing a greater degree of social competence
through education, health, nutrition, disabilities, social services, parent involvement activities,
and training. Head Start offers year round recruitment using an application process for an
enrollment period of August through May. The composition of Head Start consists of 90 percent
of the children, ages 3 to 4, coming from families who fall within Federal poverty guidelines. A
minimum of 10 percent of the enrollment will have children with a diagnosed disability and no
more than 10 percent of the children may be from families whose income exceeds federal
guidelines. The County Office of Education also runs the Constructing Connections program.
This program is dedicated to providing quality, affordable child care services throughout Merced
County.

Merced County Human Services Agency administers the Welfare-to-Work (WtW) program for
Merced County residents. The primary goal of WtW is to assist recipients of Temporary
Assistance for Needy Families (TANF) in becoming financially independent through
employment. Clients become competitive in the work force by improvement of their math and
English skills, learning a vocational trade, and training in the employment process. The overall
goal of the Welfare-to-Work program is to eliminate the need for clients to become long-term
dependents of the welfare system.

The Department of Workforce Investment (DWI) offers employment and training services for
people who are out-of-work, laid off, have a low income, or receive financial help, such as food
stamps, welfare, or unemployment. In addition to these programs, the County operates the
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Private Industry Training Department (PITD). PITD offers employment and training services for
people who are out-of-work, laid off, have a low income, or receive financial help, such as food
stamps, welfare, or unemployment. Special programs are available under both programs for both
youth and adults and include on-the-job training, vocational training, work experience, Jobs for
California Graduates.

Coordination Efforts:

Coordination is addressed under Priority “D” in the “Special Housing Needs” section of the 2010
Consolidated Plan. Priority “D” provides a detailed description of the coordination efforts that
will be undertaken by the City of Merced Housing Program over the five-year planning cycle to
enhance coordination between itself and other housing and service providers in the City. These
providers include the Housing Authority of the County of Merced, the Merced county
community action board, the Merced County Human Services Agency, and the County
Departments of Public Health and Mental Health.

Institutional Structure:

The City of Merced Housing Program will administer all of the activities specifically identified
in the investment plan. This does not preclude the Housing Authority of the County of Merced
or Central Valley Coalition for Affordable Housing from undertaking activities within the City
of Merced. Other, as yet unidentified nonprofit housing entities are likewise welcome to
participate in the delivery of affordable housing projects and activities.

The City of Merced Housing Program works closely with other housing-related organizations
and service providers in the County to ensure that the housing needs of City residents are
addressed to the best ability of the network of such providers given available resources.
Organizations and service providers in this network include:

¢  Other City agencies, including planning, building inspection,
and redevelopment (public)

Housing Authority of the County of Merced (public)

Merced County Planning Department (public)

Merced county community action board (nonprofit)

Central Valley Coalition for Affordable Housing (nonprofit)
County Bank of Merced (private)

¢ Merced Building Industry Association (private)

* & & o o

Public housing in the City of Merced is provided and managed by the Housing Authority of the
County of Merced. The City of Merced Housing Program works in conjunction with the
Housing Authority to ensure that the City and County housing programs work in tandem to
provide quality housing for all low-income City residents. Operations of the Housing Authority
are controlled by a 7-member Board of Directors, which are appointed by the Merced County
Board of Supervisors. Five members serve 4-year terms and two members are "Tenant
Representatives” and serve 2-year terms. The City of Merced is not involved in these
appointments. It should be noted that the Housing Authority of the County of Merced is not
designated a "troubled Public Housing Authority (PHA) by HUD.
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The working relationships between the City and these organizations are strong and facilitative.
Due to the City's relatively small size, communication is typically direct and immediate. As a
result, gaps in program or service delivery are typically not the result of poor institutional
structure or lack of intergovernmental cooperation, but rather due to shortcomings in available
resources.

The City of Merced's Housing Action Plan and the descriptions of Implementing Programs
presented in this Consolidated Plan identify the City departments and decision-making bodies
responsible for each implementing program. Overall coordination of affordable housing efforts,
particularly those to which federal funds are allocated, is provided by the City's Housing
Program under the direction of the Housing Program Manager and Director of Development
Services. The five-year strategy plan of this Consolidated Plan does not identify any significant
gaps or needs in relation to institutional structure. Therefore, the City of Merced Housing
Program does not propose to take any actions or steps to improve the institutional structure over
the coming year.
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VI. PROGRAM SPECIFIC REQUIREMENTS
A. CDBG 91.220(I)(1)

1. Identify program income expected to be received during the program year, including:
e amount expected to be generated by and deposited to revolving loan funds;
e total amount expected to be received from each new float funded activity included in
this plan; and
e amount expected to be received during the current program year from a float funded
activity described in a prior statement or plan.
2. Program income received in the preceding program year that has not been included in a
statement or plan.
3. Proceeds from Section 108 loan guarantees that will be used during the year to address the
priority needs and specific objectives identified in its strategic plan.
4. Surplus funds from any urban renewal settlement for community development and housing
activities.
5. Any grant funds returned to the line of credit for which the planned use has not been
included in a prior statement or plan.
6. Income from float-funded activities.
7. Urgent need activities, only if the jurisdiction certifies.
8. Estimated amount of CDBG funds that will be used for activities that benefit persons of
low- and moderate income.

The following table shows the CDBG funding available for FY 2010:

CDBG Grant - FY 2010 $1,357,144
Carry-over from FY 2009 $10,000
Estimated Program Income FY 2010 $120,000
Total $1,487,144

All CDBG funding is used to benefit persons of low and moderate income.
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B. HOME 91.220(I)(1)

1.

Describe other forms of investment. (See Section 92.205)

If grantee (PJ) plans to use HOME funds for homebuyers, did they state the guidelines of
resale or recapture, as required in 92.254.

If grantee (PJ) plans to use HOME funds to refinance existing debt secured by multifamily
housing that is being rehabilitated with HOME funds, state its refinancing guidelines
required under 24 CFR 92.206(b).

Resale Provisions -- For homeownership activities, describe its resale or recapture
guidelines that ensure the affordability of units acquired with HOME funds? See 24 CFR
92.254(a)(4).

HOME Tenant Based Rental Assistance -- Describe the local market conditions that led to
the use of a HOME funds for tenant based rental assistance program. If the tenant based
rental assistance program is targeted to or provides a preference for a special needs group,
that group must be identified in the Consolidated Plan as having an unmet need and show
the preference is needed to narrow the gap in benefits and services received by this
population.

If a participating jurisdiction intends to use forms of investment other than those described
in 24 CFR 92.205(b), describe these forms of investment.

Describe the policy and procedures it will follow to affirmatively market housing
containing five or more HOME-assisted units.

Describe actions taken to establish and oversee a minority outreach program within its
jurisdiction to ensure inclusion, to the maximum extent possible, of minority and women,
and entities owned by minorities and women, including without limitation, real estate
firms, construction firms, appraisal firms, management firms, financial institutions,
investment banking firms, underwriters, accountants, and providers of legal services, in all
contracts, entered into by the participating jurisdiction with such persons or entities, public
and private, in order to facilitate the activities of the participating jurisdiction to provide
affordable housing under the HOME program or any other Federal housing law applicable
to such jurisdiction.

If a jurisdiction intends to use HOME funds to refinance existing debt secured by
multifamily housing that is rehabilitated with HOME funds, state its financing guidelines
required under 24 CFR 92.206(b).

Resale Provisions

For first-time home ownership activities, the jurisdiction must describe its resale or recapture
guidelines that ensure the Affordability of units acquired with HOME funds.

92.254(a)(4).

First Time Home Buyer Assistance Program

The City of Merced has been operating a successful First Time Home buyer Assistance Program

since 1993.

It is the City’s intention to continue this program with the use of HOME funds

(federal HOME funds and program income from previous State HOME funds). The Program

provides loan funds of up to $30,000 to households meeting the eligibility guidelines. These

guidelines are consistent with HOME Program regulations, when applicable.
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The First Time Home Buyer Assistance Program (FTHB) has gone through several changes to
meet the market demand. The program was last updated in August 2005 to address the
escalating housing prices in the City. These changes are intended to help make home ownership
more accessible to first-time homebuyers who meet the minimum qualifications of the program.
The program calls for the funds to be loaned for a period of 25 years with a deferral of payments
and no interest during the first 5 years (60 months). Beginning on the 61% month, interest at the
rate of three (3) percent will begin to accumulate and payments at an amount necessary to pay
off the principal and interest during the next 25 years will begin. The full amount of the HOME
subsidy is recaptured and is utilized for other loans to first-time homebuyers meeting the HOME
Program income guidelines. The interest rate was reduced from four percent (4%) to three
percent (3%) for these loans.

The City has also been allocated $660,000 in funding from the BEGIN program to help provide
down payment assistance for first-time homebuyers with moderate to low-income. The City has
been awarded an additional $600,000 funding from the CalHome program. These funds will be
used to provide down payment assistance for first-time home buyers, as well as, funds for the
rehabilitation of existing owner-occupied units. These funds will be targeted to assist people
with low to very low-income.

Affirmative Marketing

The jurisdiction must describe the policy and procedures it will follow to meet the affirmative
marketing and minority and women business outreach requirements as defined in 24 CFR
§92.350 and §92.351, respectively.

It is the affirmative marketing goal of the City of Merced to assure that individuals who normally
might not apply for the vacant rehabilitated units because of their race or ethnicity are informed
of the vacancies, are encouraged to apply and are given the opportunity to rent the units.

Methods

The City of Merced Housing Division shall be responsible for implementing the Affirmative
Marketing Policy and evaluating its effectiveness concurrently with the HOME Program:

e The Housing Division shall inform the public about the Affirmative Marketing Policy
through handouts and application forms, periodic advertisements in general circulation
newspapers, and regularly scheduled public meetings.

e The City shall at times display informational posters in the Merced City Hall Lobby, open to
the public. All graphic presentations concerning the HOME Program shall display the HUD
Equal Housing Opportunity logo or slogan.

e The owners of buildings selected for rehabilitation shall likewise be informed about the
City’s Affirmative Marketing Policy at the time that an application is submitted to the
Housing Division.

e The City shall also provide tenants and rental property owners with copies of the “Landlord-
Tenant Fact Sheet” produced by the State Department of Consumer Affairs.

e The City shall continue its practice of providing general information and telephone reference
numbers to persons contacting the Housing Division with questions regarding affirmative
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marketing, federal fair housing, tenant’s rights, assisted housing, and correction of
substandard conditions in tenant-occupied dwellings.

The City shall continue the services of the Fair Housing Services provider for all Merced
residents. In addition to the toll-free hotline 1-888-MERCEDS, the services are to provide
free seminars, educational pamphlets, and counselors to assist renters and landlords with any
fair housing questions or problems.

Requirements and Practices Each Owner MUST Follow

It is the City of Merced’s policy to require that each owner of a rental project completed using
funds from the HOME Program:

Use the “Equal Housing Opportunity” logo type or slogan on all correspondence prepared
relating to the HOME Program;

Use ads in the Merced Sun-Star, Merced County Times, and/or any other general circulation
newspapers for advertising vacant units if it is feasible to advertise in advance of selecting a
tenant without holding units off the market. All ads must contain the Equal Housing
Opportunity logo type or slogan;

Notify the Housing Authority of the County of Merced when vacant units are available for
renting;

Notify the City’s Housing Division when vacant units are available for renting.

Procedures and Policies

In order to solicit applications from persons in the housing market area who are not likely to
apply for housing under the HOME Program without special outreach, each owner will be
required to:

Send notices of vacant units, or units that will become vacant within 30 days to churches in
the area, Veterans Administrations Office, Social Security Office, Housing Authority of the
County of Merced, various community temporary shelter services, and other agencies where
these individuals may visit or assemble;

Contact the Merced county community action board and outreach programs in the
community of Merced and request that they make information available on vacant units
available to their clients.

Records That Will be Kept Describing Actions Taken by the City of Merced and Owners to
Affirmatively Market Units and Records to Assess Actions:

The City of Merced will keep records of the following:

Copies of ads which the City of Merced Housing Program places in the Merced Sun-Star,
City’s website, and/or other area news media;

Copies of correspondence of ongoing contracts and tenant surveys conducted before and after
rehabilitation of the rental rehabilitation units;

148



City of Merced
2010-2015 Consolidated Plan; 2010 Annual Action Plan

e Monthly reports from the fair housing services provider staff on fair housing activities,
educational programs, information on clients seeking information or references pertaining to
affirmative marketing, federal fair housing laws, or related cases.

The City shall also request owners of property assisted under the HOME Program to maintain
records of how vacancies were advertised within ninety (90) days following completion of
rehabilitation, and the responses received for applications by Hispanics, Blacks, and
Asian/Pacific Islanders. The City shall request that the property owner release such information
to the Housing Program staff who conducts the annual compliance inspection as described under
the “Assessment” section of this Affirmative Marketing Policy.

The City of Merced’s Assessment of Affirmative Marketing’s Success and Corrective
Actions where Affirmative Marketing Requirements are Not Met

The City will assess the effectiveness of its Affirmative Marketing Policy on an annual basis and
will include a summary of the good faith efforts taken by the City and by participant property
owners. The City will compare the information compiled in the manner described above,
“Record keeping”, and will evaluate the degree to which statutory and policy objectives were
met. If the required steps were taken, the City will determine that good faith efforts have, in fact,
been made.

To determine results, the City or the designated Fair Housing Services provider, will examine
whether or not persons from a variety of racial and ethnic groups in the City of Merced applied
for or became tenants of units that were affirmatively marketed. If the City finds that a variety of
ethnic groups is represented, particularly Hispanics, Blacks, Asians and Pacific Islanders, the
City will assume that the affirmative marketing procedures were effective. If one or more groups
are not represented within the context of existing neighborhood composition, the City will
review its procedure to determine what changes, if any, might be made to make the affirmative
marketing efforts more effective.

The City of Merced will take corrective action if it is determined that a participating property
owner has failed to carry out affirmative marketing efforts as required by the participation
agreement. If a participant property owner continues to neglect responsibilities made incumbent
by the terms of the participation agreement, the City will consider taking one or both of the
following actions:

o Declare the property owner disqualified from any further assistance made available under the
HOME Program; or,

¢ Notify the borrower of HOME Program funds that he/she is in violation of the terms of the
participation agreement and that the City may exercise the stipulation clause and require
immediate repayment of the loan.

The Housing Division shall not proceed with corrective action without allowing sufficient time
and effort by staff to counsel the property owner. The City of Merced will carry out assessment
activities and complete a written assessment of affirmative marketing efforts in time to report
results in the APR to HUD. This assessment will apply to units rehabilitated and first made
available for occupancy during the program year.
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Minority/Women’s Business Enterprise Policy and Procedures:

It is the policy of the City of Merced to provide an equal opportunity for the participation of
licensed minority and female contractors in bidding and performing work that is financed by the
HOME and CDBG funds. Furthermore, the Housing Division will conduct periodic outreach
efforts to inform minority and women licensed contractors of the opportunities to take part in the
competitive bidding process by direct mailing to minority and women-owned firms, public
notices, and invitations to attend contractor meetings sponsored by the Housing Division and
other agencies.

The City of Merced will utilize state and federal governmental publications, which list minority
and female licensed contractors to stay informed of the availability of local minority and women-
owned construction firms to be contracted for inclusion on the Rehabilitation Contractors List.
Staff will contact the listed businesses to invite their participation in the CDBG and HOME
activities administered by the Housing Program.

Contractors who perform work that is administered by the City of Merced and paid for by CDBG
or HOME funds must comply with the equal opportunity requirements stated in the project
general specifications, including certification of an employer Affirmative Action Plan. Such
contractors are also required to furnish the City with records of the employees on the HUD-
funded project by occupation, ethnicity, and sex. The information provided by the contractor on
HUD form EEO-4 is transmitted to HUD Regional Offices for review by the offices of Fair
Housing and Equal Opportunity.

Because minority and women contractors are often at a financial disadvantage when competing
for large projects, or in some cases may not hear about upcoming contracting business
opportunities, the following affirmative steps will be taken by the City of Merced, to the extent
possible, to ensure those contractors who are interested receive a fair chance for bidding on
projects:

¢ Including qualified Minority Business Enterprise (MBE) and Women Business Enterprise’s
(WBE) on all solicitation lists;

e Assure that small minority and women businesses are solicited whenever they are potential
sources;

o When economically feasible, divide total requirements into small tasks or quantities so as to
permit maximum small minority and women business participation.

o Where the requirement permits, establish delivery schedules that will encourage participation
by small minority and women businesses;

e Use the services of Small Business Administration, Minority and Women Business
Development Agency, State Department of General Services, Office of Small and Minority
Business, and any other agencies that are aware of small and minority and women business
sources, qualifications and/or skills;

e Assist minority and women contractors with understanding cost estimating and/or bid
procedures.

The City will maintain centralized records with statistical data on the utilization and participation
of MBE’s and WBE’s as contractors and subcontractors in all HUD-assisted programs by using
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HUD’s Semi-Annual Minority Business Enterprise Report. This report will be revised to include
Women Business Enterprise activities in HUD-assisted programs.

C. HOPWA 91.220(I)(3)

1. One year goals for the number of households to be provided housing through the use of
HOPWA activities for: short-term rent, mortgage, and utility assistance to prevent
homelessness of the individual or family, tenant-based rental assistance, units provided in
housing facilities that are being developed, leased, or operated.

The City does not receive HOPWA funding.
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Xl. OTHER NARRATIVES AND ATTACHMENTS
Inventory of Vacant Land for Residential Development
Average | Average' | Maximum | Maximum?®
Dwelling | Dwelling | Dwelling Dwelling

Vacant | Units Unit Units Unit

Acres | Per Acre | Potential | Per Acre Potential

(City- (City-
Zone Wide) Wide)
LR (Limited Residential) 35 3.0 10 3.0 10
P-D (Planned Development —
Low Density) 622.3 4 2,489 6 3,734
P-D (Planned Development —
Low-Medium Density) 1,078.1 8 8,625 12 12,937
P-D (Planned Development —
High-Medium Density) 69.2 16 1,107 24 1,661
P-D (Planned Development —
Village Residential) 115.8 21 2,432 30 3,474
R-1-20 (Low Density) 17.7 2.0 35 3.0 53
R-1-10 (Low Density) 5.6 3.0 17 4.0 22
R-1-6 (Low Density) 211.9 5.0 1,060 7.0 1,483
R-1-5 (Low Density) 361.4 6.0 2,168 8.0 2,891
R-2 (Low-Medium Density) 6 10 60 15 90
R-3-1.5 (High-Medium Density) 1.3 20 26 29 38
R-3-2 (High-Medium Density) 10.0 12.1 121 22.0 220
R-4 (High Density) 10.0 304 304 43.0 430
R-MH (Mobile Home Park) 2.9 6.0 18 10.0 29

Total 2,768.9 N/A 18,472 N/A 27,072
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Vacant Parcels by Size and Zoning within the City Limits

10,000
10,000 | Sqg.Ft. | Oneto | 10 Acre
Sq. Ft. or | to One 10 &
Zone Less Acre Acres | Greater

LR (Limited Residential) 0 0 1 0
P-D (Planned Development — Low 997 29 4 11
Density)
P-D (Planned Development — 598 7 7 5
Low-Medium Density)
PD (Planned Development — High- 1 0 5 3
Medium Density)
PD (Planned Development — 71 0 7 5
Village Residential)
R-1-20 (Low Density) 1 1 0 1
R-1-10 (Low Density) 0 7 0
R-1-6 (Low Density) 283 52 18 1
R-1-5 (Low Density) 4191 9 17 8
R-2 (Low-Medium Density) 25 2 1 0
R-3-1.5 (High-Medium Density) 2 2 0 0
R-3-2 (High-Medium Density) 0 1 4 0
R-4 (High Density) 4 0 1 0
R-MH (Mobile Home Park) 0 0 1 0
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