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Section I:  Neighborhood Stabilization Framework 
 

What�’s in This Section 
 
An overview of the Supplementary Materials and the Framework for the Boot Camp. 
 
Supplementary Materials 
 
This set of supplementary materials is intended to provide a quick introduction to key 
concepts and resources for collaboratives seeking to significantly scale up their efforts to 
stabilize neighborhoods impacted by foreclosures.  Each section has a short essay that 
provides an introduction to key concepts, followed by a listing of additional resources, which 
may include citations, short case examples, and web pages or screen shots.  The sections 
were authored by members of the Living Cities Boot Camp team, including Kevin 
McQueen, Karen Murrell, Tamir Novotny, Craig Nickerson, Amanda Sheldon Roberts, 
Mary Tingerthal, and John Weiser.  Frank Alexander of the Emory University School of Law 
authored the sections on land banking and on legal strategies for vacant and abandoned 
property, and Alan Mallach contributed important material to the �“End Game�” section. 
 
Neighborhood Stabilization Framework  
 
Living Cities proposes a neighborhood stabilization framework for the Boot Camp that has 
three key elements: 
 

 Defining your end game 
 Targeting properties to reach a tipping point  
 Implementing your strategy 

 
These three elements draw together the myriad details and approaches to foreclosure 
mitigation in a way that enables collaboratives to craft successful strategies for dramatically 
increasing the scale and impact of their efforts on neighborhoods and markets.   
 
Defining your end game 
In order to have a significant impact on the current picture of foreclosure and default, it�’s 
essential to have a clear vision or �“end game�” for the results of neighborhood stabilization 
three to five years in the future.  This vision includes the proportion of home-ownership and 
rental in the future, the amount and type of green space, the number of residents and the 
changes in neighborhood amenities.  While the notion that every collaborative should have a 
vision for the results of its work may not seem new, it can easily get lost in the day-to-day 
demands of implementing intensive, complex responses to the crisis. 
 
The end games that are possible for a particular neighborhood are determined by the market 
conditions in that neighborhood (current, near-term and long-term), by the capacity of local 
institutions, and by the availability of national, state and local resources.  In Section II, we 
propose and define three archetypes of markets �– �“preservation,�” �“stabilization,�” and 
�“resuscitation�” �– and describe how the potential end games vary by each archetype. 
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The guide then offers a roadmap of new and existing strategies to get from current 
conditions to desired end-game states.  The roadmap includes strategies to acquire and 
control critical properties, including but not limited to REO, and strategies for influencing 
the management and disposition of other properties.  It also offers thoughts on shifting the 
emphasis of a collaborative�’s efforts as neighborhood dynamics change over time.  The 
roadmap might note, for example, that the work will start with a focus on occupancy 
through rental, and then move to a focus on increased home ownership as a market 
recovers.   
 
Targeting properties to reach a tipping point 
A critical element of every road map is the targeting of properties to help neighborhoods 
reach a �“tipping point�” back to stability.  Strategies for identifying and acquiring key 
properties for rehab and sale or management are central to all stabilization efforts.  An 
equally important issue involves strategies for �“influencing the market�”.  Given the reality 
that collaboratives can only acquire a small fraction of all of the properties that are in default, 
foreclosed and/or abandoned in a target community, collaboratives need to have an 
�“influence strategy�” as well as an acquisitions strategy.  They need to influence investors, 
servicers, homeowners, and others in what they acquire, and in how they manage and 
reinvest in properties they already own.  Actions to influence these groups can include 
incentives for development, marketing strategies for neighborhoods, and civic tools such as 
code enforcement and vacant property ordinances.   
 
The sourcing of properties that will be acquired is also critical.  In 2009, a significant portion 
of acquisition efforts focused on REO properties.  Techniques for acquisition of REO are 
described in Section III-A.  We expect that this focus will shift in 2010, with acquisition of 
properties in pre-foreclosure through short sale or deed-in-lieu becoming increasingly 
important.  Approaches to acquiring pre-foreclosure properties are described in Section III-
B.   
 
Implementing your plan 
In order to rehab and sell or manage the properties acquired, as well as influence the market 
for properties that are not acquired, collaboratives must drive the development of 
comprehensive teams with the right capacity, perspectives and experience.  In building the 
team, it is crucial to �“bring the whole industry together under one roof�”�—including groups 
sometimes thought of as having conflicting interests, such as non-profit and for-profit 
developers, contractors, brokers and investors.  This engagement is particularly important 
when it comes to influencing the market �– having allies among these key groups can both 
provide insight into what actions would be most productive and also help to engage 
powerful interests in supporting the plan.   
 
In addition to building comprehensive teams, many collaboratives are finding the need to 
ramp up their management systems.  Collaboratives are creating new systems for 
implementing and managing acquisition/rehab operations, as discussed in Section IV-A.   
They are also finding the need to expand asset management approaches, including 
management of scattered site rental, and management of vacant buildings and land through 
land banks and land trusts.  These are described in Sections IV-C and IV-D.   
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As noted above, many of the collaboratives that are attending the Boot Camp are already 
implementing all three of the elements of the Neighborhood Stabilization Framework, and 
in fact, the elements we�’ve proposed were derived in large part by distilling the approaches 
of successful collaborative efforts across the US.  The purpose of this set of supplementary 
materials is to make available promising practice from across the US, and to bring together 
in one place a range of useful resources for the work of collaboratives.  We hope that you 
find this set of materials useful, and look forward to a productive and engaging conversation 
on these issues at the Boot Camp. 
 



Supplementary Materials  Page 5 

 Section II: Defining Your End Game 

Section II:  Defining Your End Game 
 
 

What�’s in This Section 
 
How collaboratives can establish their �“end game�” - a clear vision for stable neighborhoods 
within a defined period of time - and create a roadmap for achieving that vision through 
neighborhood stabilization activities.  
 
Overview 
 
This section first describes the overall goal for an end game: the establishment of stable 
neighborhoods.  It then identifies describes three types of markets �– community 
preservation, community stabilization and community resuscitation �– and notes ways that 
strategies need to be adapted for the market dynamics ascribed to these archetypes.  It then 
describes potential elements of the "road maps" that cities can follow in moving towards 
their unique neighborhood stabilization objectives. Finally, this section closes with a list of 
the key tasks for collaboratives in launching or stepping up their neighborhood stabilization 
efforts. 
 
Neighborhood Stabilization: The End Game 
 
Ultimately, the �“End Game�” goal of neighborhood stabilization is to create or recreate 
communities in which people want to live and in which entities can invest in ways that promote efficient and 
equitable market functioning. Such communities have been called "Neighborhoods of Choice", 
areas in which houses meet specific threshold requirements, and buyers choose those within 
their means in ways that maximize housing quality, neighborhood stability, and amenity 
value. There are two critical decision makers in this process. One group consists of 
homeowners who already reside in the neighborhood, and are motivated to preserve and 
enhance the value of their own properties, as well as the overall quality of the area, in order 
to create the most favorable market for their assets. The other group consists of new 
homebuyers, whether already living in the neighborhood or elsewhere, who will typically 
begin their search by establishing certain limits based on their housing needs and financial 
means. 
 
To transition communities from their current state to one materially closer to 
"Neighborhoods of Choice" or the ideal End Game, effective collaboratives are adopting 
the approach of identifying and fostering the right mixes of property uses over time and on a 
neighborhood-by-neighborhood, or even block-by-block basis. These neighborhood 
stabilization strategies aim to be catalytic, creating a self-sustaining chain reaction �– a virtuous 
cycle of positive market change�—although this may require continued �“nudges�” from the 
collaborative over time. This change can be brought about by providing incentives to buy 
and rehabilitate vacant properties in order to create a climate in which the neighborhood in 
general, and the neighborhood�’s vacant properties in particular, gradually become more 
desirable to homebuyers, so that the incentives can be gradually reduced and eventually 
eliminated. 
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Core Strategy:  Aligning Market Dynamics with Market Interventions  
 
Achieving the desired End Game requires cities to fit the right approaches with the market 
dynamics of specific neighborhoods. Presented below are three market types that reflect 
specific neighborhood stabilization challenges and the strategies best suited to address them: 
 
1. Community Preservation Markets 
 
Four key factors characterize this market type. First, the geographic area covered by this 
market is often larger than a single �“neighborhood�”, and might encompass several 
communities. Second, while this market has foreclosed properties that are visible, the vacant 
units tend to be dispersed throughout the area rather than concentrated on specific blocks. A 
third element of this market type is that property demand is likely to increase as prices fall�—
in other words, the market functions with some semblance of normalcy. This is in part due 
to houses being generally well maintained and to the neighborhood having a moderate to 
high level of reinvestment or replacement in existing housing stock. In these market types, 
existing neighborhood stabilization efforts tend to focus on preserving diversity or 
affordable housing and/or targeted property reclamation to ensure a broader problem does 
not occur. 
 
Given the above characteristics, we propose that the stabilization objective for this market is to 
prevent the neighborhood from experiencing deeper distress. For this preventative approach, the following 
tactics can help cities achieve their desired End Game: 

o Aggressively maintain current occupancy conditions (owners vs. renters) 
o Where modest repairs to available properties are necessary, use direct homebuyer 

purchases with down payment assistance  
o Selectively acquire/renovate properties where necessary, using NSP funds  
o Use a "carrot and stick" approach with code enforcement 
o Ensure that mortgage capital is readily available 

 
2. Community Stabilization Markets 
 
This market type has a number of characterizing elements. First, while most properties in 
this market segment are generally well maintained under normal circumstances, increasing 
numbers are lost to vacancy and abandonment as foreclosures increase.  In addition, 
foreclosures and vacancy tend to accumulate fastest in specific blocks in the neighborhood. 
Moreover, the presence of deteriorating properties in this market type starts to infect 
resident attitudes and their willingness to invest or reinvest in their communities. As a result, 
the �“cancer blocks�” grow and spread, and neighborhood property values begin to sink faster 
than comparable properties in other parts of the city. 
 
In neighborhoods experiencing such a pattern of decline, we propose that the stabilization 
objective is to help the area transition into a "preservation" community by shrinking the frontiers of vacancy 
and disinvestment and focusing remediation efforts on troubled blocks. Success in these vulnerable and 
volatile markets depends on speed, scalability and strategic, data-driven targeting.  For cities 
using this "stabilization" approach, the following tactics can help them achieve the desired 
End Game: 
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o Establish a new, strong public, private, nonprofit collaboration, or focus the 
efforts of an existing one, to maximize leverage and impact of investments and 
comparative advantages of all partners 

o Strategically buy/rehab and reuse the most catalytic properties: use data and 
community partner market knowledge to support the targeting and concentration 
of resources on core �“cancer�” properties  

o Use interim developers and convey to new buyers upon renovation 
o Focus the use of NSP funds in catalytic ways, with a strong emphasis on leverage  
o Promote scattered site rental property management, since homebuyer demand 

may be weak, particularly in the early going 
o Engage community residents in the design and execution of the neighborhood 

plan  
 
3. Community Resuscitation Markets 
 
The factors that characterize this market type are largely a function of the (often already) 
high concentration of property abandonment and disinvestment. While some properties are 
well maintained, the increased concentration of foreclosed properties over already above-
average baseline levels can trigger or exacerbate rapid declines in values. These conditions 
also sap interest in the neighborhood among potential homebuyers and responsible 
investors. As a result, housing supply greatly exceeds demand. Lastly, negative socio-
economic factors (crime, high unemployment) contribute to low resident confidence in these 
neighborhoods, fueling pernicious cycles of disinvestment.  
 
In these neighborhoods, the stabilization objective is to fundamentally transform the neighborhood, a 
task that must address the area's redevelopment needs far beyond REOs and vacant 
properties. For cities using this "transformation" approach, the following tactics can help them 
achieve the desired End Game: 

o Intensive community engagement to restore confidence in and attachment to the 
neighborhood 

o Occupancy, not homeownership, may need to be the primary initial focus since 
homeownership is often unattainable initially 

o Land banking and other asset management strategies, including demolition and 
alternative disposition (e.g. side-lot expansions) will be critical tools alongside 
rehab and disposition/management 

o To make properties attractive to potential occupants, extensive rehab often is 
required in excess of after-rehab market value, since renovation costs tend to be 
high and often uneconomic 

o Acquired properties will need to be strategically targeted to preserve and expand 
pockets of stability and/or build around core assets 

o Leveraging other public and private capital will be necessary, ideally in 
conjunction with a focus on key community institutions and market assets  

 
 
Creating the Road Map �– Five Key Elements 
 
After identifying an overall strategy that matches the market dynamics of specific 
neighborhoods, cities can choose to follow various "road maps" towards achieving their 
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unique neighborhood stabilization objectives.  The following is a quick description of five 
key elements or guiding principles of many roadmaps. Each is explored in more detail in the 
sections that follow: 
 

1. Occupancy Comes First �– this is often the best short-term objective in many 
�“Stabilization�” and �“Resuscitation�” neighborhoods, where a critical mass of investment 
is required before normal market functions can begin to resume.  An �“acquire and 
hold�” strategy may be necessary, using local responsible investors and nonprofit or 
for-profit property management.  At the same time, it is critical to build homeowner 
demand.  This can be done through tactics such as providing attractive down payment 
assistance, and offering equity protection or property tax help.  Another tactic is to 
over-renovate some properties beyond the existing standard in the neighborhood, 
which can then serve as �“billboards of hope�” for new residents.   

 
2. Better Code Enforcement �– Reversing the effects of property disinvestment by 

penalizing real estate owners for failing to meet community standards is an essential 
objective in many �“Stabilization�” and �“Resuscitation�” neighborhoods.  Code 
enforcement can minimize property deterioration prior to purchase by a new owner, 
which is important both for the that property and for neighboring properties.  
Experience in many neighborhoods has also shown that incentive strategies (�‘carrots�”) 
work best with an accompanying �“stick�”.  However, it is important to distinguish 
between effective penalties (e.g. that lead to rapid response by investors or servicers) 
and counterproductive ones (e.g. those that leave properties in ownership limbo). 

 
3. Land Banking and Asset Management �– The acquisition and strategic 

redeployment of real estate is a critical component of the long-term approaches in 
rebuilding "Resuscitation�” neighborhoods. It is important to control assets that will be 
deployed now or later for neighborhood stabilization.  These long-term assets may end 
up being employed in either a rental or homeownership strategy�—or not as housing at 
all. 

 
4. Rental Housing �– As part of an �“occupancy comes first�” strategy, rental management 

can be an attractive complement or alternative to ownership strategies, as well as an 
End Game in itself.   Multifamily housing is often considered as one option, and can 
help meet the NSP 25% requirement.  Multifamily also enables a quicker process for 
purchasing units at scale.  Condominiums are a second option, although there can be 
significant challenges in aggregating the units back into rental housing that is 
financeable as a single entity.  
 
A third option is single family housing and scattered site rental strategies, although this 
is widely considered the most challenging of all options.  Property management for 
scattered site single-family and small multifamily units is difficult, and only a handful of 
property managers have done this successfully at scale.  It is difficult to assess the 
market demand for single family rental, and also to assess the impact of single family 
rental on the neighborhood more generally.  Nonetheless, this option is becoming 
more important as a strategy for addressing the growing levels of vacant single-family 
homes.   
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5. Homeownership As an End Game �– this is one of the key tools, but not the sole 
solution, to rebuilding all neighborhoods, if the appropriate market dynamics and 
resources are present.  Homebuyers can purchase REO directly from sellers, but often 
find it hard to compete against investors, and can run up against uncooperative REO 
brokers, who may prefer to find ways to sell in bulk.  For most markets, the best 
strategy may be an interim acquisition and development strategy by turnkey nonprofit 
and for-profit developers. This facilitates consistent and high quality renovation and 
improved targeting of property. 

 
Getting Started  
 
The process of developing an end game vision and an accompanying roadmap is complex 
and can take a long time.  The experience of collaboratives in a range of cities suggests that 
the following tasks are critically important in developing an end game vision and road map 
that gains wide acceptance and can be implemented quickly: 

 Analyze market strengths and weaknesses/challenges 
 Engage community residents 
 Identify available resources  
 Align interests among industry participants 
 Build a broad-based partnership from the outset of the process 
 Assess the readiness of all key partners and filling any capacity gaps that might 

exist 
 Establishing realistic timeframes with milestones  

 
With these tasks completed, cities and their partners will be well-positioned to develop an 
End Game that addresses the specific dynamics of the communities they are seeking to 
stabilize.  
 
 
Resources 

 "Building/Rebuilding Neighborhood Markets", Alan Mallach, National Housing 
Institute, 2008 

 
 "Managing Neighborhood Change: A Framework for Sustainable and Equitable 

Revitalization", Alan Mallach, National Housing Institute, 2008  
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Section III-A: Targeting REO Properties 
 

What�’s in This Section 
 
How NSP-funded community buyers can find and acquire sufficient foreclosed and 
abandoned REO property to successfully address neighborhood stabilization goals. 
 
Obstacles to Property Acquisition 
 
When NSP1 funds began reaching state and local grantees in March/April of 2009, REO 
inventories for most major financial institutions were at all-time highs.  Financial institutions 
were anxious to sell their foreclosed properties at significant discounts, particularly in 
distressed markets experiencing rapid price depreciation.   
 
One year later, state and local purchases of REO property are anemic.  What happened?  
While there are many obstacles to the effective purchase of REO properties and use of 
HUD Neighborhood Stabilization Program funds, below is a summary of the top obstacles. 
 

 Buyer Capacity �– Purchase of foreclosed and abandoned property is hindered by a 
lack of buyer REO transactional expertise, hesitancy regarding the buying process, 
and arduous local process.  Lack of asset management and land banking capability, 
too few �“turnkey�” developers, and incomplete management/exit strategies in many 
locales also limit local buyers�’ ability to purchase the number of properties necessary 
to achieve true scale.  
 

 Investor Competition �– Traditional Mom and Pop buyers and local, well-known 
property investors have been joined in the past year by a new type of investor buyer.  
These newly-formed and well-capitalized investor pools are scooping up low value 
REO properties quickly.  Ready cash and cozy relationships with seller brokers mean 
that �– without a �“first look�” option �– some NSP buyers cannot successfully compete 
for property.  

 
 NSP Requirements �– New HUD NSP requirements related to buying foreclosed 

and abandoned property kept evolving, causing some hesitancy on the part of local 
grantees.  Provisions regarding discount levels, tenant protection, environmental 
reviews, purchase agreements, URA, and other matters have caused caution. 

 
 Lack of REO Inventory �– REO inventory is way down compared to the first half 

of 2009 for many financial institutions, even though serious mortgage defaults and 
foreclosure filings are dramatically up.  Bank of America, Chase, and Wells Fargo 
REO inventories are one-third to one-half the inventories they posted last spring.   

 
To better under the opportunities for more scalable property purchases, the following pages 
will discuss who are the key sellers of REO, the most common buyer approaches that can be 
used, and offer some ideas on how to beat the investors at their own game while obtaining 
competitive prices for the properties that are consistent with federal requirements.  
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Who Are The REO Sellers? 
 
While searching for strategically important REO properties can sometimes feel like searching 
for a �“needle in the haystack�”, it may help to better understand the six top types of REO 
sellers. 
 

1. Large Financial Institutions �– Large banks/mortgage originators like Bank of 
America (Countrywide), Chase (WaMu), and Wells Fargo (Wachovia) own or 
manage a significant proportion of the REO inventory.  Their inventory tends to be 
a mix of properties on their own balance sheets (�“owned�”) and those serviced for 
other investors (�“managed�”).  The inventory for these institutions is way down from 
last spring due to many reasons, including Home Affordable Modification Program 
(HAMP) efforts, short sales efforts, charge offs (a.k.a. �“bank walkaways�”), concerns 
about saturating the market, and perhaps even balance sheet concerns.  
 

2. Fannie Mae and Freddie Mac �– Unlike the large financial institutions, the REO 
inventory held by the GSEs has not decreased measurably.  Collectively, the two 
GSEs have between 80,000 and 100,000 REO units at any one time.  Each GSE has 
a different approach to selling their REO that prioritizes purchase by public or 
nonprofit buyers.   

 
3. FHA, FDIC, VA �– Although they each dispose of REO properties in different 

ways, the key is that they tend to work through intermediaries (asset management 
firms) on the actual transfer of properties.  FDIC inventories are actually quite low 
and currently necessitate a minimum 30 day window for all bidders before a purchase 
can be consummated by the public/nonprofit buyer.  FHA offers a 10 percent or 30 
percent discount in �“revit areas�”, depending on the condition of the property.  
Efforts are underway to reconcile FHA �“revit areas�” and HUD �“NSP target areas�” 
in order to improve interdepartmental synergies.  

 
4. Regional and Community Banks �– While most prime market mortgage 

companies sold their originations to the GSEs or FHA/Ginnie Mae, some local 
banks typically held loans in portfolio.  They can be a rich source of properties 
whose purchase can often be negotiated locally.  OCC has demonstrated interest in 
being helpful here. 

 
5. Specialized Servicers �– There are scores of new and reconstituted servicers that 

specialize in servicing distressed assets.  The growth of this industry has complicated 
the REO buying process, because they often don�’t focus much on REO.  These 
entities are being paid by the investor or bank to service distressed mortgage assets 
and don�’t have any community ties.  This segment will be a growing challenge. 

 
6. Distressed Property Asset Managers and Small Investors �– Harder still to pin 

down, in some markets the small investor or asset manager holds on to key 
properties without any direct connection to local efforts.  They tend to be optimistic 
sellers and usually have to be contacted and negotiated with on a case-by-case basis.  
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Methods of Buying Property 
 
There are many acceptable methods for purchasing property to support a neighborhood 
stabilization program.  These include REO purchases completed by: 
 

 An existing nonprofit organization 
 A newly created single-purpose nonprofit organizations, established specifically for 

this role 
 A public or quasi-public entity (e.g. redevelopment agency or Public Housing 

Authority) 
 For-profit buyers, typically asset management or real estate firms 
 A �“homebuyer direct�” approach, where the individual home buyer is expected to 

find and purchase a home, usually with public down payment assistance 
 

The single buyer entity approach works well in many communities.  Accountability is clear 
when there is no competition for the properties among multiple socially motivated buyers.  
Some NSP localities have created a �“Community Coordinator�” role whereby a public or 
quasi-public agency manages the entire purchase decision process but delegates the actual 
purchase closing to select nonprofit organizations based on geographic or other conditions.   
 
In many communities, the homebuyer direct approach has proven unsuccessful.  
Communities piloting this approach cite problems adhering to HUD NSP guidelines, a slow 
closing process, and, of course, difficulty competing with aggressive investor buyers.  But 
some such approaches have been particularly successful, most notably in Phoenix, AZ. 
 
Beating the Investor to the Property  
 
Properties are typically purchased by NSP grantees are from a seller�’s REO aged (existing) 
inventory.  Unfortunately, this inventory may already have been �“picked over�” by investors 
and other buyers.  Still, this approach may prove advisable for communities seeking to buy 
mass quantities of properties over a broad target area that are in deteriorated condition for 
rehab or want to acquire and demolish low-value property.   
 
Some options that have proven to work in accessing property are described below. 
 

 National Community Stabilization Trust (Stabilization Trust) �– This national 
nonprofit created by Enterprise, Housing Partnership Network, LISC, National 
Urban League, National Council of La Raza and NeighborWorks facilitates the 
transfer of REO from financial institutions to local housing providers in order to 
spur neighborhood stabilization.  The Stabilization Trust has created a predictable, 
transparent system for NSP grantees and other socially motivated buyers to obtain 
property at affordable prices.   
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Based on their �“net realizable value�”1 approach, discounts to date on Stabilization 
Trust conveyed property have exceeded 15% of appraised value, saving over $15,000 
per property.  No fee is charged to the buyer. 
 
As of February 2010, more than 250 communities working through 120 NSP buyers 
are accepting property through NCST.  Sellers include all the major financial 
institutions including Bank of America, Chase, Citi, Fannie Mae, Freddie MAC, 
Wells Fargo, and many others.  
 

 REO Clearinghouse �– This intermediary works with communities to find and 
facilitate the acquisition of aged and distressed REO from an array of servicers.  
REO Clearinghouse works with many servicers and can often track down the 
owner/servicer of specific properties to arrange a property sale. Their services are 
provided at no charge to the buyer.  
 

 First Look �– Created initially by the Stabilization Trust and now also offered by 
several sellers directly, the �“first look�” approach allows a socially motivated buyer to 
see and selectively buy REO property best suited for their neighborhood 
revitalization efforts.  Buyers get access to property when they first hit the sellers 
REO inventory and before they are ready to be more broadly marketed.  As such, 
first look puts the NSP buyer in the �“drivers seat�” �– no competing with cash-ready 
investors and no endless searching for property holders of record.  More than two-
thirds of all NCST property sales are made through the �“first look�” program.   

 
 The Buyer Shopping List �– In 2009, most sellers and the Stabilization Trust 

pushed property out to participating localities on a zip code basis.  Sellers typically 
cannot identify property on a more specific, localized basis.  As a result, many 
properties shown to NSP buyers end up being outside of NSP target markets.  
Increasingly, however, new technologies are being created which will allow a �“reverse 
inquiry�”; in effect, allowing intermediaries like NCST and REO Clearinghouse to 
map vacant properties, obtain a buyer �“shopping list�” of properties that meet their 
geographic and other requirements, track down the seller for that property, and 
consummate a property transfer.    

 
 New Technologies �– With the advent of The Reinvesment Fund�’s PolicyMap, 

Mercy Housing�’s Community Central, the Stabilization Trust�’s REOMatchTM and 
other web-based mapping tools, community buyers in 2010 will have an easier time 
determining how to access and then manage the flow of properties in their 
neighborhood stabilization programs.    

 
 

                                                 
1 The Net Realizable Value Approach �“discounts�” the price offered by the seller by an amount comparable to 
what the servicer will save in asset depreciation, holding costs, and other liabilities resulting from holding the 
property for a projected period of time. 
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Section III-B: Targeting Pre-Foreclosure Properties  
 
 

What�’s in This Section 
 
How to find and acquire property in default that has not yet reached foreclosure. 
 
 
Why Finding Pre-Foreclosures Will Become Increasingly Important 
 
In 2009, a significant portion of the properties in default did not make it to REO status, and 
for most servicers, the REO inventory actually shrank over the course of 2009. These 
properties that are in default, but not yet in REO, are often called the �“shadow inventory�”.   
 
While most expect the size of the REO inventory to rise in 2010, the size of the shadow 
inventory is expected to rise even faster, so that the vast majority of the properties that are in 
default will not be in REO.  There are a number of reasons why the number of properties in 
default but not in REO is likely to grow quickly: 

1. Foreclosure filing delays �– the institutions responsible for overseeing the foreclosure 
process, particularly in judicial foreclosure states, have been overwhelmed, and the 
length of time to complete a foreclosure from the time of initial filing has grown 
significantly, reaching two years in some markets. This means that there is a 
significant time lag between the point that foreclosure filings start to rise and when 
units actually become REO.   

2. Short sales �– many servicers have indicated that they strongly prefer short sales where 
possible, due to lower costs, higher sales prices and shorter holding times.  Where a 
short sale occurs, the property moves directly from default to sale without ever 
entering REO.   

3. �“Defaulted but occupied�” and market saturation �“hold-backs�” �– in some regions, the 
marketing time required to sell a unit is long (a year or more) due to a very weak 
demand for housing.  In these areas, servicers may prefer to allow units to remain in 
default and occupied rather than to move them to REO and sit vacant for a year or 
more waiting for sale.  This raises the risk of �“strategic default�”, in which an owner 
deliberately stops paying his/her mortgage in anticipation of some benefit such as 
principal reduction or saving money in order to move into a new place, but does 
keep cash flowing while servicers wait for market demand to revive.   

4. Charge-offs of low-value properties �– in �“resuscitation�” markets, some properties have a 
market value that is lower than the cost of the foreclosure, cleanup and marketing 
process.  As a result, a strict �“ROI�” analysis would suggest that it�’s better financially 
to simply charge off the lien and walk away from the property than to pay to acquire 
it through foreclosure, clean it up and sell it.   

5. Balance sheet considerations �– a number of advocates have also alleged that servicers are 
holding back inventory from becoming REO because the mortgage owner has to 
take a charge against assets when the loan is written down at the point of the 
foreclosure, and therefore has a short-term incentive to delay foreclosure, even if it 
causes the servicer to take a bigger hit in the final analysis. 
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How to Find Pre-Foreclosure Properties 
 
The mortgage system is unfortunately set up in ways that make it quite difficult to find out 
which entity holds the mortgage on a property that has not yet been foreclosed upon.  This 
difficulty is compounded, counter-intuitively, by the fact that consumer protection laws may 
prohibit a financial institution from releasing names of individuals or properties that are in 
default but have not had a foreclosure filing.  Nonetheless, it is often possible through 
diligent research, the use of technology tools, or in some cases confidentiality agreements, to 
be able to find and contact the servicer for a particular property.  
 
If there is a particular property that you would like to acquire or influence, you would go 
through the following steps:  
 

1. If your organization is not participating in REOMatch:   Go to your county recorder and 
find out the name of the party that is registered as being the mortgagor.  Often, the 
name that is listed is a Trustee (for a mortgage held as part of a mortgage-backed 
security, or MBS).  You then need to contact that Trustee and ask them who the 
servicer is.  Many Trustees are not equipped to look up who the servicer is for a 
particular property.  If they are equipped to look up properties by servicer, they will 
be able to tell you who the servicer is, and you can then contact that servicer.  
Unfortunately, many Trustees do not have the technical capability to look up 
servicers, in which case you have reached a dead end.  
 
Another entity that will frequently show up is MERS, an entity created by the 
financial services industry to hold information about residential and commercial 
loans.  MERS has offered membership for free to all state, local and county 
governments.  MERS has a database of 58+ million loans, and these can all be 
accessed on-online by members.  Please see supplementary materials for more details 
or visit http://www.mersinc.org/index.aspx.  If the property is listed in MERS, you 
will be able to get complete information about the servicer.   

 
 

2. If your organization is participating in REOMatch:  a certain number of servicers and 
properties are participating in REOMatch, which has a �‘reverse inquiry�’ function.  
This enables a buyer to specify a geography or a set of addresses, and get 
information on the servicers/lien holders for each property.  This methodology is 
currently available through NCST�’s REOMatch, profiled in Section III-E. (Sample 
screenshot below)  
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This methodology allows a buyer to craft a �“shopping list�” and approach specific 
servicers/lien holders with a set of pre-foreclosure addresses for potential purchase.  See 
additional screenshots in following pages.  
 
 
How to Acquire Pre-Foreclosure Properties 
 
Once the property has been identified, there are three primary ways to acquire it before 
foreclosure: short sale, deed-in-lieu, and donation (for charge-offs or walkaways).  
 
Short Sales 
In a short sale, the lien holders permit the owner to sell the property for less than the total 
aggregate amount of all liens outstanding.  Many houses that are default have multiple liens, 
including the first mortgage, second mortgage, tax liens, mechanic�’s liens, condominium or 
homeowner association charges, etc.  All of the lien-holders need to agree to the sale price 
before the sale can be completed.  This requirement has meant that short sales can be time-
consuming and uncertain. 
 
In the typical short sale process, the owner lists the property for sale.  Once the owner has 
an offer, he/she then presents that offer to the servicer. The servicer then collects all the 
financial information required from the borrower, and decides if it finds the offer acceptable.  
If so, it then communicates with all of the other lien-holders to see if they will provide their 
assent.  If there is mortgage insurance, the mortgage insurance company needs to assent as 
well.  One of the typical �“sticking points�” in this process is when the second lien-holder 
refuses to assent to a price which is below the first mortgage amount (because that means 
the second lien holder will get nothing.)  The second lien-holder will try to extract some 
payment from the first lien-holder in return for allowing the sale to go forward.  Another 
sticking point can be created if one of the lien-holders will not fully release borrowers from 
future liability for the unpaid portion of the debt after the sale is complete. The borrower 
may then not be willing to go through with the short sale.    
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The federal government, the GSEs and private institutions are all working on ways to make 
short sales faster and more certain. The following are examples: 
 
Home Affordable Foreclosure Alternatives (HAFA) 
HAFA is a program developed by the US Treasury that applies to all servicers participating 
in HAMP.  It does not apply to GSE loans.  It was announced on November 30, 2009, and 
will go into force on April 15, 2010.  HAFA provides incentives in connection with a short 
sale or a deed-in-lieu of foreclosure used to avoid foreclosure on a loan eligible for 
modification under the HAMP program. These include providing the borrower with pre-
approved short sales terms before listing the property, and providing financial incentives:  
$1,500 for borrower relocation assistance; $1,000 for servicers to cover administrative and 
processing costs; and up to a $1,000 match for investors for allowing a total of up to $3,000 
in short sale proceeds to be distributed to subordinate lien holders.  (Please see additional 
resource materials at the end of this section for more details.)   
 
Financial Institution Programs 
Most of the major financial institutions are developing programs that will enable a significant 
increase in short sales.  One example is JPMorgan Chase�’s �“List Assist�”, which is aimed 
speeding up the short sale process for loans for which Chase is the servicer.  Instead of 
waiting to receive an offer on a short sale property, and then starting the review process, 
JPMorgan Chase is seeking to actively identify all properties that it services that have a 
market value less than the mortgage amount, and that are currently for sale.  It then contacts 
the borrower, and lets the borrower know that Chase is willing to start the short sale process 
before the borrower receives an offer.  If the borrower is willing, he/she submits all the 
paperwork, and Chase determines (together with the other lien-holders) the minimum 
acceptable price for a sale.  This is not shared with the borrower, because there is a 
possibility that the home may get offers that exceed the minimum price.  Nonetheless, when 
the borrower gets an offer, Chase can let the borrower know very quickly whether or not the 
offer is acceptable, greatly expediting the short-sale process and mitigating the risk of the 
distressed homeowner abandoning the property before foreclosure is completed.      
 
Deed-in-Lieu 
In the deed-in-lieu transaction, the borrower conveys all interest in a real property to the 
servicer to satisfy a loan that is in default and avoid foreclosure proceedings.  The deed-in-
lieu offers several advantages to both the borrower and the lender. The principal advantage 
to the borrower is that it immediately releases him/her from most or all of the personal 
indebtedness associated with the defaulted loan. The borrower also avoids the public 
humiliation of a foreclosure proceeding and may receive more generous terms than he/she 
would in a formal foreclosure. Another benefit to the borrower is that it hurts their credit 
less than a foreclosure does. Advantages to a lender include a reduction in the time and cost 
of a repossession, lower risk of borrower revenge (metal theft and vandalism of the property 
before sheriff eviction), and additional advantages if the borrower subsequently files for 
bankruptcy. 
 
A deed-in-lieu can be quite difficult to execute if there are secondary lien-holders, because 
the primary mortgage holder then becomes responsible for paying off the secondary holders 
once the property is transferred.  To make a deed-in-lieu attractive to the primary mortgage 
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holder, the secondary lien-holders need to extinguish all their rights to payment before the 
property can be transferred.  This can be difficult to negotiate. 
 
 
Using NSP Funds for Short Sales and Deed-in-Lieu 
It is possible to use NSP funds to acquire homes through short sales if the building is vacant.  
In this case, NSP funds can be used to purchase the building under �“Eligible Use E�”.  While 
this does enable acquisition, it is less than ideal.  One difficulty with this approach is that 
Eligible Use E doesn�’t allow NSP funds to be used for rehab.  Under Eligible E, NSP funds 
may be used for acquisition, disposition, and relocation, but not rehab.  In addition, the NSP 
grantee can only acquire under Eligible Use E if that use was specified in its submitted 
workplan.   
 
A second circumstance in which NSP funds can be used is when the short sale takes the 
form of a deed-in-lieu of foreclosure.  The regulations clearly indicate that a deed-in-lieu of 
foreclosure is subject to the same regulatory treatment as an REO, and so any use of funds 
that is permitted for an REO is also permitted for deed-in-lieu of foreclosure.   
 
Donations (for Charge-offs or Walkaways) 
In �“resuscitation�” neighborhoods, there are likely to be a number of abandoned properties 
whose value is so low that the sale price of the property will likely be less than the cost of 
completing the foreclosure and marketing the property.  In these cases, servicers may 
�“charge-off�” the property or, put simply, walk away.   

 
If a neighborhood stabilization entity can identify these properties, it may be able to 
persuade the servicer to donate (or sell them for a nominal amount) the mortgage(s) on the 
property.  The neighborhood stabilization entity can then complete the foreclosure, clear 
title, and determine the best use for the properties.   
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Section III-B: Additional Resources 
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Home Affordable Foreclosure Alternatives (HAFA) 
 
HAFA provides incentives in connection with short sales and deeds-in-lieu of foreclosure.  
 
The program:  
 

 Complements HAMP by providing a viable alternative for borrowers (the current 
homeowners) who are HAMP-eligible but nevertheless unable to keep their homes.  

 
 Uses borrower financial and hardship information already collected under HAMP.  

 
 Allows borrowers to receive pre-approved short sales terms before listing the 

property (including the minimum acceptable net proceeds).  
 

 Prohibits the servicers from requiring a reduction in the real estate commission 
agreed upon in the listing agreement (up to 6%).  

 
 Requires borrowers to be fully released from future liability for the first mortgage 

debt and, if the subordinate lien holder receives an incentive under HAFA, that debt 
as well (no cash contribution, promissory note, or deficiency judgment is allowed).  

 
 Uses a standard process, uniform documents, and timeframes/deadlines.  

 
 Provides financial incentives: $1,500 for borrower relocation assistance; $1,000 for 

servicers to cover administrative and processing costs; and up to a $1,000 match for 
investors for allowing a total of up to $3,000 in short sale proceeds to be distributed 
to subordinate lien holders.  

 
 Requires all servicers participating in HAMP to implement HAFA in accordance 

with their own written policy, consistent with investor guidelines. The policy may 
include factors such as the severity of the potential loss, local markets, timing of 
pending foreclosure actions, and borrower motivation and cooperation.  

 
 Does not take effect until April 5, 2010, but servicers may implement it before then 

if they meet certain requirements. The program sunsets on December 31, 2012.  
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HAFA TIMELINE 
 
Notification  
If a servicer has not already discussed a short sale or DIL with the borrower, it must notify 
the borrower in writing of these options and give the borrower 14 calendar days to 
respond, orally or in writing. If the borrower does not respond, that ends the servicer�’s duty 
to give a HAFA offer.  
 
Servicers must consider HAMP-eligible borrowers for HAFA within 30 days after the 
borrower does at least one of the following:  

 Does not qualify for a HAMP trial period plan  
 Does not successfully complete a HAMP trial period plan  
 Is delinquent on a HAMP modification (misses at least 2 consecutive payments)  
 Requests a short sale or Deed-in-Lieu  

 
Short Sale Agreement  
The borrower has 14 calendar days from the date of the Short Sale Agreement (SSA) to 
sign and return it to the servicer. The SSA must give the borrower an initial period of 120 
days to sell the house (extensions permitted up to a total of 12 months).  
 
Purchase Offer  
Within 3 business days of receiving an executed purchase offer, the borrower (or agent) 
must submit a completed Request for Approval of Short Sale (RASS) to the servicer, 
including: 

 copy of the sale contract and all addenda  
 Buyer documentation of funds or pre-approval/commitment letter from a lender  
 All information on the status of subordinate liens and/or negotiations with 

subordinate lien holders.  
 
Within 10 business days after the servicer receives the RASS and all required attachments, 
the servicer must approve or deny the request and advise the borrower. 
  
Closing  
The servicer may require the closing to take place within a reasonable period after it 
approves the RASS, but not sooner than 45 days from the date of the sales contract unless 
the borrower agrees.  
 
The servicer must release its first mortgage lien within 10 business days (or earlier if 
required by state or local law) after receipt of sales proceed from a short sale or delivery of 
the deed in the case of a Deed-in-Lieu. Investor must waive rights to seek deficiency 
judgments and may not require a promissory note for any deficiency.  
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© Frank S. Alexander 2010 
 
What�’s in This Section:  
 
This section discusses legal strategies states and localities can adopt to better manage the 
effects and costs of vacant and abandoned properties.  Strategies explored in this chapter 
include property tax foreclosure reform, code enforcement, receivership actions, vacant 
property registrations, and mortgage foreclosure interventions. 
 
Overview:  
 
Our legal and political culture simply does not know how to deal with vacant, abandoned, 
and substandard properties.  In the 300 years of �“modern�” growth in this country, we have 
only experimented with affirmative land use planning and control for the last 80 years.  Our 
experience with housing and building codes is even more recent, arising primarily over the 
decades since World War II.   Even with the advent of zoning and building codes, our 
regulatory framework has two dominant characteristics.  First, it is overwhelmingly 
prospective and anticipatory in nature.  Second, it is largely locally driven with wide 
divergence among and within the states in both form and in substance. 

Thus far, our legal and political culture is one which has been strikingly unwilling to 
acknowledge, much less address, the impact of vacant, abandoned, and substandard 
properties.  In most jurisdictions, we are now willing to accept the proposition that advance 
planning and minimum standards redounds to the benefit of both individuals and the 
community.  However, we have been incredibly reluctant to confront the damages and the 
dangers caused by the functional abandonment of real property.  The financial and 
regulatory systems that evolved from the late 19th century to the end of the 20th century 
focused almost exclusively on facilitating development; they rarely anticipated the 
consequences of abandonment.  While some argue that this trend is consistent with an 
individual aversion to collective control over property usage, a more pernicious premise of 
the human condition seems to drive much of this attitude towards our land, our property, 
and our structures.  Our culture, at least thus far, is one which views real property as a 
disposable asset, a consumable item.  We use it only so long as it is useful to us, and then we 
�“dispose�” of it.  The catch, of course, is that land is not a disposable item, and not 
something to be consumed and then left behind.  Land, by definition, is a fixed commodity 
existing in inherent relationship with its surroundings.  Abandoned and substandard 
property imposes costs on neighbors, on the community, on local governments and indeed 
on our culture.  As Alan Mallach has so poignantly observed, �“vacant and abandoned 
properties are not victimless crimes.�” 

A reformation of the cultural false premise that land is a disposable item cannot be 
accomplished by the legal system.  Reforms in the legal and regulatory systems, however, can 
reverse the incentives that encourage abandonment, and add legal weight to the meaning of 
being a responsible property owner.  Because our existing systems were primarily formulated 
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in the late 19th and early 20th centuries, these very systems are part of the challenge to be 
addressed. 

In any community where there is more than a token amount of vacant and abandoned 
inventory, the initial task is to identify and evaluate the characteristics of that property.  A 
decade ago Paul Brophy laid out the commandment in this process �– �“Know thine 
inventory.�”  In some jurisdictions, the dominant characteristic of abandoned property is the 
prevalence of multiple years of tax delinquency.  In others, it is the absence of housing and 
building codes or general nuisance abatement ordinances, and in those communities with 
adequate ordinances, it may be the lack of any strong enforcement mechanism.  In yet other 
communities the dominant characteristic may be the nature of the mortgage foreclosure 
process with incentives for inaction rather than property preservation. 

General economic decline within a community �– with accompanying joblessness, population 
loss, and disinvestment �– may well explain a rise in vacant and abandoned property 
inventories.  It rarely, however, serves as an adequate justification for legal systems that 
encourage abandonment, and it never justifies having high rates of abandonment in 
concentrated neighborhoods in an otherwise stable community. 

All legal strategies dealing with vacant, abandoned and substandard properties have three key 
features.  The first is the ability to identify at all times the legal owner(s) of the property.  
The second is to impose legal liability for the financial costs of abandonment.  The third is to 
be able to force a transfer of ownership and control if the problems are not resolved. 

Property Tax Foreclosure Reform 

If our federal system of government is intended, at least in part, to permit experimentation 
among our various states in achieving the best forms of governance, then there should be 
clear models of excellence and efficiency in the collection of this tax.  Instead, there are over 
150 different systems in the United States for collecting the property tax.  Most states have 
at least two entirely different approaches for enforcing payment of the property tax, with 
one procedure having its origins in the mid-nineteenth century and an alternative second 
procedure, equally available for use by local governments, having been developed in the 
middle of the twentieth century.  Other states leave the enforcement of the property tax to 
local governments, with little consistency in procedures as one moves from city to county 
across a state. 

Complexity, rather than clarity and simplicity, characterizes property tax collection 
procedures in most jurisdictions.  Many jurisdictions currently utilize procedures involving 
two, three or four distinct steps to enforce a property tax lien.  Some states conduct two 
sales �– an initial sale of the property or the lien, followed by a statutory period of time before 
a final sale.  Others conduct a sale of the property, following by a statutory redemption 
period.   

One of the few generalizations that can be made about property tax enforcement 
proceedings in the United States is that they are largely inefficient and ineffective.  The 
procedures can take anywhere from two to seven years to be completed, and even then the 
purported new owner of the property lacks insurable and marketable title.  Throughout this 
time frame the underlying properties commonly decay and become greater liabilities to their 
communities. 
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Reforming state and local property tax enforcement procedures is not for the faint of heart, 
but it can be done, and done in a manner that creates an efficient and effective system 
consistent with all contemporary constitutional due process requirements.  In 1995 Georgia 
enacted an optional judicial in rem foreclosure statute, and in 1999 Michigan completely 
revamped its property tax foreclosure system �– resulting both in higher rates of payment and 
in compulsory transfers to local governments if the taxes remain unpaid. 

Code Enforcement 

The underlying substance of housing and building codes, and generalized nuisance 
abatement ordinances, have been revised in recent decades to reflect contemporary 
construction techniques and knowledge of public health, safety, and welfare.  The problem is 
not so much the creation of a code, but the failure of many local governments to modernize 
their codes. 

The adoption of modern codes and nuisance abatement ordinances are simply the first step.  
It is critical that liability for a violation exist as a lien on the property.  However desirable it 
may be to impose personal liability on the part of the property owner, our corporate 
structures of ownership make it relatively easy to create shells that cannot be penetrated.  
The key is the imposition of a lien on the property for every violation of a code and for 
every expenditure of public assets to remedy a violation.  The lien must be legally recognized 
as having �“super-priority�” status, thus making it a first lien on the property ahead of all 
mortgages and other encumbrances. 

A super-priority status code enforcement lien should then be capable of easy and quick 
enforcement through foreclosure resulting in insurable title to the property.  Tying the code 
enforcement lien to an efficient and effective property tax foreclosure system is one of the 
optimum approaches. 

Receivership Actions 

The fragmentation of ownership interests among large numbers of parties, or the inability to 
penetrate corporate forms of ownership to impose meaningful liability, creates barriers to 
local governments clamoring for elimination of the hazards of abandoned property.  Some 
jurisdictions, such as Cleveland, Ohio, are aggressively seeking judicial receiverships for 
vacant and abandoned properties �– allowing the court to appoint a neutral third party to 
manage, control and address the violations.   

Receivership actions commonly have the advantage of being available to any aggrieved party, 
meaning not just the local government but also the adjoining property owners who can 
demonstrate injuries (personal or economic) from the property in question.  A second 
advantage to receivership actions is that they are not premised upon first identifying the 
owner and the delays that can entail.  They are premised upon the harm being created and 
the need for resolution of that harm. 

Vacant Property Registration 

One of the newest approaches by local governments to address the problems posed by 
vacant and abandoned is the requirement that such properties be �“registered�” with the local 
government.  According to one estimate, over 240 local governments have moved ahead 
with some form of vacant property registration ordinance in the last decade.  There is a wide 
range of approaches within this category of vacant property registration.  Some jurisdictions 
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have the registration requirement triggered by vacancies of particular lengths of time; others 
trigger the requirement upon a specific event such as the initiation of a foreclosure action.  
Foreclosure related registration typically triggers a mandatory inspection of the property, and 
establishes the possibility of fines and penalties for unremediated violations.   One of the 
most innovative features of this new wave of vacant property ordinances is the imposition of 
financial liability on the mortgagee on the theory that the mortgagee has the contractual (if 
not statutory) right to manage and control the property once there has been a default. 

A vacant property registration ordinance triggered by a declaration of mortgage default 
provides: 

Any [beneficiary under deed of trust covering a property OR 
beneficiary/trustee who holds a deed of trust on a property OR mortgagee 
who holds a mortgage on real property] located within the [City Name] shall 
cause an inspection to be performed of the property that is the security for 
the deed of trust [within fifteen (15) days of issuing a notice of default to the 
trustor OR upon default by the trustor, prior to recording a Notice of 
Default].  If the property is found to be vacant or shows evidence of 
vacancy, it is, by this article, deemed abandoned and the beneficiary/trustee 
shall, within ten (10) days of the inspection, register the property with the 
[code enforcement officer] or his/her designee on forms provided by the 
City. 

Mortgage Foreclosure Interventions 

The mortgage foreclosure crisis of the past two years has resulted in a sharp increase in the 
number of properties that are vacant and abandoned.  What this crisis reveals �– at least from 
the perspective of this issue �– are the systemic inadequacies of existing legal and regulatory 
structures.  Mortgage laws, mortgage foreclosure laws, too often exacerbate the problems. 

One challenge is presented simply by the uncertainty of the identity of the lender seeking to 
pursue a foreclosure, or the identity of the purchaser at a foreclosure sale.  This uncertainty 
is magnified by the existence of the Mortgage Electronic Registration System (MERS), which 
was created a decade ago to facilitate the transfer of mortgages in the secondary mortgage 
market.  With MERS, mortgages are �“registered�” in an electronic database which refers to 
the securitization trust (or portfolio lender) that is the legal holder (at least in theory) of 
mortgages.  The legal difficulty is that MERS, as a corporation, disclaims ownership interests 
in the mortgages, acting solely as �“nominee�”.  This structure and system is largely 
inconsistent with all existing state real property laws and mortgage foreclosure laws.  
Jurisdictions have begun to address this hurdle by requiring that the identity of the 
foreclosing lender be filed in local real property records at the commencement of a 
foreclosure, or prior to the foreclosure sale. 

The MERS database can serve as a potential resource to local governments seeking to 
identify the servicer or agent on behalf of the mortgagee having authority or responsibility 
for the property during the foreclosure process, or following the completion of the 
foreclosure.  The mere existence of such a database, however, does not serve to create legal 
responsibility on the part of MERS or the servicer identified in its records. 

The imposition of a requirement for vacant property registration upon the mortgagee �– as a 
corollary to declaration of default �– is one example of seeking to impose responsibility and 
liability for vacant and substandard properties upon the entity with the largest interest in the 
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property.  Such an approach, however, may not be viable if the mortgagee makes a 
determination that it will not seek a foreclosure sale for the property.  When a mortgagee 
elects to �“walk away�” from the property after commencement of a judicial foreclosure 
action, the consequent legal uncertainties only serve to lock in for an indefinite period the 
ongoing harms being caused by the property to the neighborhood.  Legislation is under 
consideration in Ohio that would require mortgagees to bear some degree of legal and 
financial liability for these consequences. 

Another approach to modifying the legal system to internalize the external costs of 
foreclosure is the establishment of an assessment to be paid upon the filing of a foreclosure 
deed (or deed in lieu of foreclosure).  Such an assessment would not correspond to a tax, but 
would be an assessment or fee reflective of the costs imposed on the local governments as a 
result of increased fire, police, and building inspection activities that accompany foreclosed 
residential properties.  The assessment would be payable, much as document recordings are 
done, as a condition for the recordation of the instrument.  The payment of the assessment 
would also trigger an inspection of the property by the local government. 

The prevalence of vacant, abandoned, and substandard properties in many of the older 
industrial cities of the Great Lakes, in concentrated neighborhoods of our stable cities, and 
across the country where foreclosure rates have escalated to record levels is the invitation 
and the opportunity to re-examine or legal and regulatory systems. The time is long past for 
revision of our systems so that real property is no longer simply a disposable consumer item, 
but rather an integral part of our communities for which there is an on-going stewardship 
obligation. 

 
Frank S. Alexander is a Professor of law at Emory University School of Law in Atlanta and General 
Counsel of the Center for Community Progress. 
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Alexander, Frank S. 2000.  Tax Liens, Tax Sales and Due Process, 75 Indiana L. J. 747-807. 

Alexander, Frank S.  1998.  Dealing with Delinquent Property Taxes, Georgia County 
Government 27. 

Alexander, Frank S. 1995.  Property Tax Foreclosure Reform:  A Tale of Two Stories, Georgia Bar 
Journal. 

Apgar, William C. and Mark Duda. 2005. �“Collateral Damage:  The Municipal Impact of 
Today�’s Mortgage Foreclosure Boom.�”  Minneapolis: Homeownership Preservation 
Foundation. 

Community Research Partners and ReBuild Ohio, 2008. �“$60 Million and Counting:  The 
Cost of Vacant and Abandoned Properties to Eight Ohio Cities.�”  Cleveland. 

Immergluck, Dan. 2008. �“From the Subprime to the Exotic: Excessive Mortgage Market 
Risk and Implications for Metropolitan Communities and Neighborhoods.�”  Journal of the 
American Planning Association 74:59-76.  

Immergluck, Dan and Geoff Smith. 2005.  "Measuring the Effects of Subprime Lending on 
Neighborhood Foreclosures: Evidence from Chicago." Urban Affairs Review 40:362-389. 

Immergluck, Dan.  2006. �“The External Costs of Foreclosure: The Impact of Single-family 
Mortgage Foreclosures on Property Values.�” Housing Policy Debate 17 (1):57-80.  

Immergluck, Dan. 2006.  �“The Impact of Single Family Mortgage Foreclosures on Crime.�” 
Housing Studies 21 (6):851-866. 

Imergluck, Dan.  2009.  Foreclosed: High-Risk Lending, Deregulation, and the Undermining of 
America�’s Mortgage Market 152 (2009). 

Johnson, Creola. 2008.  Fight Blight: Cities Sue to Hold Lenders Responsible for the Rise in 
Foreclosures and Abandoned Properties, 2008 UTAH L. REV. 1169. 

Lind, Kermit J. 2008. The Perfect Storm: An Eyewitness Report from Ground Zero in Cleveland�’s 
Neighborhoods, 17 J. Affordable Hous. & Cmty. Dev. L. 237, 240. 

Mallach, Alan. 2006.  Bringing Buildings Back:  From Abandoned Properties to Community Assets. 
Montclair, NJ, National Housing Institute. 

Martin, Benton C. 2009. Vacant Property Registration Ordinances, (Unpublished Seminar Paper 
for Prof. Frank Alexander, Emory Law School). 

Norris, Patricia E. and Nigel G. Griswold. 2007. �“Economic Impacts of Residential Property 
Abandonment and the Genesee County Land Bank in Flint, Michigan.�” East Lansing: 
Michigan State University Land Policy Institute Report #2007-05. 
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Pagano, Michael A. and Ann O�’M. Bowman. 2001. Vacant Land in Cities:  An Urban Resource.  
Washington:  Brookings Institution. 

Radice, Gina 2006.  �“Abandoned Property in Indiana:  Legal, Practical, and Policy Effect of 
2006 Statutory Amendments.�”  City of Indianapolis. 

Research for Democracy. 2001.  Blight Free Philadelphia: A Public Private Strategy to Create and 
Enhance Neighborhood Value.  Philadelphia:  Temple University Center for Public Policy.   
Available at www.temple.edu/rfd/content/BlightFreePhiladelphia.pdf       

Safeguard Properties, Vacant Property Registration Ordinances Database (2009) available at 
www.safeguardproperties.com/vpr/city.php. 

Samsa, Matthew J. 2008.  �“Reclaiming Abandoned Properties: Using Public Nuisance Suits 
and Land Banks to Pursue Economic Redevelopment,�” Cleveland State Law Review 56:189-
232. 

Schilling, Joseph. 2009.  Code Enforcement and Community Stabilization: The Forgotten First 
Responders to Vacant and Foreclosed Homes, 2 ALB. GOV'T L. REV. 101. 
 
United States Conference of Mayors, 2006. Combating Problems of Vacant and Abandoned 
Properties: Best Practices in 27 Cities.  
 
 
Additional Resources �– Local Ordinances and Statutes 
 
 
Registration Triggered by Vacancy: 
 

Fresno, Cal., Municipal Code and Charter of Fresno, California, Article 6, Sec. 10-
617 (2008). 
 
City of Beaumont, California, Registration Form for Abandoned Residential 
Property. 
 
Smyrna, Del., Ordinance § 18-1557 (2007). 
 
Wilmington, Del., Code for the City of Wilmington, Delaware, ch. 4 §27, 125.00 
(2003)  
 
Springfield, Mass., Title 8, ch. 7.50 (2009), Regulating the Maintenance of Vacant 
and/or Foreclosing Residential Properties, available at 
www.safeguardproperties.com/vpr/docs/Springfield_MA_ordinance.doc. 
 
 

Registration Triggered by Initiation of Foreclosure Process: 
 

Belton. Mo., Ordinance No. 2009-3547 (2009). 
 
Chula Vista, Cal., Ordinance No. 3080 (2007).  
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Deerfield Beach, Fla., Ordinance No. 2008/020,  available at 
integratedservicesinternational.com/Documents/Ordinance-
Deerfield_Beach,_FL.pdf (requiring VPR after a trustor defaults). 
 
Springfield, Mass., Title 8, ch. 7.50 (2009), Regulating the Maintenance of Vacant 
and/or Foreclosing Residential Properties, available at 
www.safeguardproperties.com/vpr/docs/Springfield_MA_ordinance.doc. 
 
Lyndhurst, Ohio, Code of Ordinances Part 13, Title 5, ch. 1393 (2007). 

 
Requirement of Registration upon Foreclosure Sale: 
 

See An Act Concerning Neighborhood Protection, Connecticut Public Act No. 09-
144 (Oct. 1, 2009), available at www.cga.ct.gov/2009/ACT/PA/2009PA-00144-
R00SB-00951-PA.htm  (requiring all properties obtained after October 1, 2009 due 
to foreclosure to be registered with the town clerk in the local municipality where the 
property is registered or, alternatively, with MERS) 

 
 
Requirement of Insurance on Vacant Properties: 
 

Chicago, Ill., Municipal Code § 13-12-125 (2008). 
 
Bellwood, Ill., Code of Ordinances Title XV, §153.31(C) (2002). 
 
An Act relating to municipal registration of vacant buildings; providing a penalty, 
Texas Local Government Code §1, ch. 214 (2009), available at 
www.legis.state.tx.us/tlodocs/81R/billtext/pdf/HB03065I.pdf (last visited Dec. 10, 
2009) (expressly allowing local municipalities to enact VPR ordinances, including 
insurance requirements, and makes it a misdemeanor to violate a local VPR 
ordinance) 
 

Special Assessments Depending on Structure Characteristics or Length of Vacancy: 
 
Altoona, Pa., Ordinance 5564, § 1003.3 (2008), available at 
www.altoonapa.gov/altoona/lib/altoona/vacant_property.pdf 
 
Portsmouth, Va., Code Ch. 17 §134 (2004). 
 
Baytown, Tex., Code Ch. 18 Art. 15. §18-1301-1315 codified through Ord. No. 
11,030, §2 (2008) 
 
Holyoke, Mass., Eighth Amendment to Chapter 18 of the Revised Code of 
Ordinances of the City of Holyoke, Massachusetts (1997), available at 
www.safeguardproperties.com/vpr/docs/Hoyyoke_MA_ordinance_form_fees.pdf  
 
Miami, Fla., Code of Ordinances Ch. 10, Art. IV (2008), available at 
www.municode.com/resources/gateway.asp?pid=10933&sid=9 
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Section III-D: Influencing the Market 
Working with Owners, Investors and Real Estate Professionals to Keep Homes Occupied 

 
 
What�’s in This Section 
 
What collaboratives can do to keep homes occupied without acquiring them directly, by 
influencing the actions of owners, investors, developers and real estate professionals.   
 
Overview 
 
First, the section addresses why it�’s important to influence these actors in order to keep 
homes occupied.  Next, the section focuses on three important ways of keeping homes 
occupied: 

1) Keeping current owners in their homes 
2) Influencing developers and investors to get vacant homes occupied 
3) Working with real estate professionals to attract new buyers 

 
The Importance of an Influence Strategy  
 
Vacant and abandoned properties in US cities have reached crisis proportions despite valiant 
efforts by municipalities to put these properties back into productive use. Accurate data on 
vacancy and abandonment are difficult to obtain and vary widely.  However, estimates of the 
abandoned housing stock range from 4 to 6 percent in �“declining cities�” to 10 percent or 
more in �“seriously distressed�” cities (Mallach, 2002).  The abandonment problem is even 
more profound (and perhaps less amenable to reversal) in cities of less than 100,000 that 
have lost 25 percent or more of their population over the last few decades. 
 
Consequently, even a city�’s best efforts are likely to impact only a small percentage of the 
vacant and abandoned properties in a given neighborhood.  To maximize the impact in 
neighborhoods, cities need a strategy to control properties and to influence others 
stakeholders that have an impact in the community, including other owners in the 
neighborhood, as well as investors, developers, and real estate professionals.   
 
Keeping Homes Occupied 
 
The precipitous fall in home prices has been a significant cause of default and foreclosure.  
But there is a silver lining to this cloud.  Lower home prices mean lower monthly payments, 
which can make homes affordable again.  Several leading financial institutions are pioneering 
ways to keep homeowners in their homes �– sometimes as renters �– by finding ways to turn 
lower values into lower monthly costs for current owners.  This section profiles two 
strategies.  One strategy, implemented by Fannie Mae and others, allows people who have 
lost their homes to foreclosure to rent them back from the lenders that repossessed them.  
Another strategy to keep homes occupied is by acquiring REOs and reselling them to the 
former homeowners as done by Boston Community Capital.  The key theme with both of 
these programs is that if a buyer has income and their property value has declined, a 
payment model can be structured based on the new value so the home can remain occupied.  
These two models don�’t directly �“influence the market�” the way the others in this section do; 
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rather, by keeping homes occupied, they help buoy neighborhood property markets without 
requiring a traditional acquisition/ rehab approach. 
 
Fannie Mae�’s Deed for Lease Program 
Fannie Mae�’s Deed-for-Lease Program (D4L) is designed to minimize family displacement 
and neighborhood deterioration caused by vandalism and theft. D4L allows qualifying 
borrowers of properties transferred through deed-in-lieu of foreclosure (DIL) to remain in 
their home and community by executing a lease of up to 12 months. Investment properties 
that are tenant-occupied may also be considered as long as the borrower is cooperative in 
providing information from the tenant to facilitate the D4L.  
 
With the D4L program, servicers are expected to follow their regular process in considering 
a borrower for a DIL in accordance with Fannie Mae�’s workout hierarchy. Once the servicer 
determines a borrower is eligible for a DIL through its normal course of business, the 
servicer will notify Fannie Mae that the borrower may also be eligible for D4L based on an 
initial screening of predetermined eligibility criteria. Fannie Mae, or its designee, will take the 
steps necessary to further verify property and borrower eligibility, determine the rental rate, 
and, if appropriate, execute the lease agreement. To qualify for D4L, the occupant of the 
property must have the ability to pay market rent not to exceed 31 percent of his or her 
monthly gross income. The lease agreement will be contingent on successful completion of 
the DIL. 
 
Servicers must use the following documents when participating in the D4L program: 

 Interim Instructions for Servicers (.pdf): 
https://www.efanniemae.com/sf/servicing/d4l/pdf/d4lservicerinstructions.pdf  
 

 Instructions for Borrowers (.pdf): 
https://www.efanniemae.com/sf/servicing/d4l/pdf/d4lborrowerinstructions.pdf  
 

 Program Referral Form (Form 187): 
https://www.efanniemae.com/sf/formsdocs/forms/187.jsp  
 

 Program Cancellation Form (Form 188): 
https://www.efanniemae.com/sf/formsdocs/forms/188.jsp  

 
Deed-for-Lease Servicing Guidelines Links 

 Announcement 09-33: 
https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2009/0933.pdf  
 

 Frequently Asked Questions: 
https://www.efanniemae.com/sf/servicing/d4l/pdf/d4lfaqs.pdf  
 

 Loan Workout Fact Sheets: 
https://www.efanniemae.com/sf/servicing/pdf/loanworkoutfactsheet.pdf  
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Boston Community Capital�’s SUN program 
Boston Community Capital (BCC) created a unique retail approach to working with troubled 
homeowners based on focus groups with local residents who were struggling through the 
loan modification process.  BCC�’s program involves acquiring REOs and reselling them to 
the former homeowners and is called �“Stabilizing Urban Neighborhoods�” (SUN). BCC 
acquired 45 units through the end of '09 and has another 80 prospects in their pipeline.  
 
Legal Services of Boston provides the introduction to homeowners, whose properties are 
underwater and facing foreclosure due to hardships and predatory lending scams. BCC 
identifies the mortgage holder and provides them with zip code-level data on current 
housing values, to negotiate a discount based on the real market potential for the property. 
BCC has been able to buy the properties for around 50 to 60 cents on the dollar. After 
acquiring the property, they resell it to the homeowner with a 30-year fixed rate mortgage, 
plus a shared appreciation second mortgage at 0% with no amortization. Upon resale, BCC 
would split any appreciation with the owner based on their percentage of the original 
mortgage value. Here's an example: 
 

1. An owner can't make the monthly payments on a $100,000 mortgage.  
2. The property goes into foreclosure and BCC acquires it for $50,000.  
3. BCC resells the property to the original owners for $50,000 (no down payment). 
4. The owner resells the property for $70,000, with $10,000 of the profit going to the 

owner and $10,000 to BCC. 
 
The homeowner is required to deposit paychecks with BCC, from which the mortgage 
payments are collected every two weeks. Also, BCC has added a $29 per month servicing 
charge into each loan. Furthermore, BCC saves the REO seller a portion of the brokerage 
commission by acting as the real estate agent in the transactions, since real estate lawyers in 
the state can qualify as brokers. 
 
BCC using its own capital has raised $3 million from investors for these transactions. It is 
trying to raise $50 million. The fund has a 25% reserve, and BCC is planning to hold and 
season mortgages before selling them on the secondary market. 
 
Boston Community Capital Website: www.bostoncommunitycapital.org/   
 
Working with Investors and Developers 
 
In cities across the country, both large and �“mom and pop�” investors are snapping up vacant 
properties before cities have an opportunity to purchase them.  In many cities, investors own 
an increasing share of the neighborhoods their cities are trying to stabilize.  Admittedly, 
many of these investors do not share the city�’s stabilization goals, but because investors own 
a significant percentage of homes in these neighborhoods, cities need to identify creative 
strategies to work with--rather than against--them.   Similarly, developers play a major role in 
transforming vacant property into productive use, and mutually beneficial partnerships need 
to be nurtured. There are several examples of positive outcomes resulting from cities 
collaborating with investors and developers including the Twin Cities Community 
Development Corporation, Milwaukee Rental Rehabilitation and Buy in Your 
Neighborhood programs, the Housing Development Fund and the Community Asset 
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Preservation Corporation. With each of these examples, it is clear that investors and 
developers don�’t have to be �“the enemy.�” Instead, they can be key partners to stabilize 
neighborhoods. 
 
Twin Cities Community Development Corporation, Fitchburg, MA 
This project targets the Elm Street neighborhood, the poorest neighborhood in North 
Central Massachusetts, with dozens of foreclosed or abandoned properties. It builds upon 
the organization's 3-year community planning process to determine resident priorities for 
improving their neighborhood. Monthly resident meetings over the past year resulted in the 
recent formal launching of the Elm Street Neighborhood Association. Despite these efforts, 
the neighborhood is in decline due to foreclosures. Its housing stock is primarily 2 and 3-
unit small rental properties, many of which are investor-owned. In order to stabilize the 
neighborhood, the CDC will engage these small investors. The project will work with the 
new neighborhood association to: create a landlord directory so that residents know who 
owns which building; develop a landlord referral service so neighborhood residents can help 
good landlords fill their units; and design a landlord training class to encourage better 
property management practices. The CDC will also provide good landlords with first access 
to rehab funds while seeking code enforcement on those who are unresponsive.  
 
Twin Cities CDC website: http://www.twincitiescdc.org/  
 
 
Milwaukee Rental Rehabilitation and Buy in Your Neighborhood   
The city of Milwaukee operates a number of NSP programs including two that target small 
scale investors�—Rental Rehabilitation and Buy in Your Neighborhood.  The programs help 
investors to rehabilitate foreclosed homes in their NSP Rental Rehab program.  Investors 
apply to the program prior to purchasing a foreclosed home in the city�’s target area. The city 
checks the landlord's history on tax payments, code violations, etc. and certifies that the 
property is NSP eligible.  Next, the city gives the investor approval to close on the purchase, 
using his or her own funds.  NSP funds are available on a matching funds basis in the form 
of a forgivable loan (up to $35,000 for a duplex), to pay for needed rehab. The city�’s staff 
technical specialists monitor construction and provide technical assistance.  The programs 
have been successful in ensuring properties are rehabbed to a high standard (focusing on 
exterior and energy efficiency upgrades) and are rented to low income households.   
 
Although the city does have a focus on homeownership, they recognize that there are many 
2-4 unit properties where homeownership is not likely and which investors are already 
purchasing.  Using NSP funds in the Rental Rehab program ensures that the homes are 
rehabbed to a high standard and complement other NSP activities.  The city approved loans 
in this program for 28 residential units and has additional properties in the pipeline.  The 
requirement that funding for the purchase comes from private sources, and that the rehab 
funds are a match of private funding and investor funding leads to a very high leverage 
factor in this program. 
  
The city also has a small investor targeted program, the NSP Buy in Your Neighborhood 
Program.  This is a niche program designed to pair with the Rental Rehab program.  It 
provides low interest loans for up to 20% of the purchase price of the home, for individuals 
who want to purchase a foreclosed home within three blocks of their primary 
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residence to manage as affordable rental property.  The intent of the program was to reduce 
the cash investment that banks are requiring for otherwise qualified borrowers to borrow to 
purchase an investment property and that if the property is within three blocks of the buyers 
home, they would be motivated to manage it responsibly.  The city successfully ran a similar 
program in the past, but the credit climate, borrowers are having trouble with financing.  
Therefore, they have yet to close a loan in the Buy in Your Neighborhood program using 
NSP funds.   
  
Rental Rehabilitation and Buy in Your Neighborhood programs: 
http://www.mkedcd.org/milwaukeestrong/Investors.html 
 
The Housing Development Fund 
The Housing Development Fund of Bridgeport, CT, is a CDFI with distinct bank loan pools 
for multifamily lending to developers, and a $36 million dollar pool for second mortgages to 
owner-occupants of 1-4 family houses.  The Housing Development Fund has set up their 
NSP administration of City of Bridgeport funds in the following way: 
 

1.  Establishment of an LLC to take title of REOs and manage light to moderate rehab. 
2. Approval of a $2 million line of credit from HPN to cover bulk sale REO purchases 

(The line of credit has not yet been used because their state/city would not allow 
them to pass through the carrying costs.) 

3. Use of a $200,000 zero interest recoverable grant from JP Morgan Chase to cover 
due diligence and deposits on REO. 

4. Ongoing intake, assessment and readiness of the end NSP purchasers. 
5. Underwriting NSP purchasers to size them appropriately for each property. In some 

cases, NSP funds will be left in the end purchase as subordinate, patient debt that is 
due on subsequent sale. 

6. Replicating the intake and placement procedures in place for the last 4 years in 
managing the inclusionary units (BMR) produced by private developers in Stamford 
and Norwalk. 

 
The Housing Development Fund website: www.hdf-ct.org 
 

 
Working with Real Estate Professionals 
 
In order to successfully combat urban blight, cities need to pinpoint strategies to attract 
home buyers to neighborhoods with vacant and abandoned property.  Some nonprofit 
organizations have explored developing mission-driven real estate brokerages, which enable 
them to expand their continuum of services, correct market failure, and compete with less 
scrupulous brokers.  Another strategy has been to collaborate with real estate professionals.  
Examples of these programs are the Los Angeles Neighborhood Housing Services (LA 
NHS) program and the joint initiative by the National Community Stabilization Trust (The 
Stabilization Trust) and the National Association of Realtors® (NAR).  Another program 
that successfully connects responsible home buyers to available homes is an effort in 
Minneapolis known as the NoMi Campaign. The unifying theme of each of these efforts is 
that a concerted effort to promote homes in a targeted community can get homes occupied 
and spur neighborhood stabilization. 
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LA NHS 
Like many other housing counseling organizations, 75 percent of LA NHS�’s clients didn�’t 
take advantage of the one-stop shopping opportunities available through the organization. 
Instead, the bulk of its clients attended homebuyer education classes, but used their own 
brokers when they decided to buy a home, often resulting in less than desirable outcomes. 
As a result, in 1996 LA NHS started its real estate brokerage efforts, NHS Neighborhood 
Redevelopment Corp (NHS NRC) so their client would achieve positive outcomes when 
working with real estate professionals.   
 
Before the foreclosure crisis, LA NHS helped its clients buy homes by providing two 
seasoned real-estate agents and establishing an aggressive referral network. The brokerage 
operated on the premise that its fees should never prevent a deal from closing, and 
occasionally the entity reduced its fees based on the needs of its clients.  
 
In early 2008, as the foreclosure rate in Los Angeles more than doubled from the previous 
year, LA NHS began looking for ways to help soften the landing for families with no hope 
of remaining in their homes while ensuring that their homes were transferred responsibly to 
buyers of modest means. The core focus of the brokerage shifted to pairing families selling 
homes under distress with potential buyers, facilitating the transaction at both ends. LA 
NHS has also escalated its purchase/rehab activities in order to begin stabilizing 
neighborhoods by helping first-time buyers acquire rehabbed foreclosed homes. Through 
these efforts, LA NHS hopes to facilitate up to 20 property acquisitions and as many as 30 
new buyers each month.  
 
To provide additional capacity for meeting the anticipated demand, LA NHS has added 
another full-time staff member to its brokerage team, bringing the total to six licensed 
realtors. 
 
LA NHS Website: www.lanhs.org  
Living Cities case study on Mission-Driven Brokerage :  
http://www.livingcities.org/innovation/rapid/brokerage/ 
 
The Stabilization Trust and NAR 
The National Community Stabilization Trust and the National Association of Realtors® 
(NAR) recently launched a new initiative to help connect state and local Realtor® boards to 
local neighborhood stabilization collaborations - community based public-private-nonprofit 
partnerships with the goal of rebuilding targeted distressed neighborhoods affected by high 
levels of foreclosures and vacant properties. The leadership of NCST is working with NAR 
to educate Realtors® on HUD�’s Neighborhood Stabilization Program (NSP), about models 
to use NSP funds for property acquisition, renovation and reuse, and how to more 
effectively engage key Realtor® resources to spur neighborhood stabilization efforts.  
 
While NAR and the Stabilization Trust will be working nationwide on this new initiative, a 
targeted focus will be placed on enhancing capacity in states experiencing the highest levels 
of foreclosure and abandonment, property disinvestment, plummeting housing prices and 
low resident confidence.  
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This collaboration seeks to better integrate Realtors® into a growing network of local highly 
focused stabilization efforts and has established the following goals: 

 Devise strategies for providing high-impact training and tools necessary for success 
in mitigating the negative effects of foreclosures on local communities. 

 Use Stabilization Trust relationships in cities severely impacted by foreclosures to 
establish connections for Realtors® in local government, allowing them to influence 
program strategies. 

 Provide hands-on NAR and Stabilization Trust assistance in initiating and 
maintaining a Realtor® presence in local planning and implementation of 
neighborhood stabilization efforts. 

 
The Stabilization Trust Website: www.stabilizationtrust.com/   
NAR Website: www.realtor.org/  
 
NoMi Campaign 
In an effort to attract buyers to purchase property in the North Minneapolis neighborhood, 
residents of the neighborhood launched the "Get to NoMi" (North Minneapolis) campaign.  
Although NoMi is not a program specifically targeting real estate professionals, the program 
does do an effective job of attracting responsible buyers to neighborhoods that need 
stabilization. 
 
NoMi is a branding campaign that promotes the city's arts, parks, businesses, affordable 
housing and other amenities, and focuses attention on the positive attributes of the 
neighborhood rather than on the pockets of crime and vacant, foreclosed homes.  NoMi's 
positive message is being spread via a brochure, events, postings on neighborhood 
association websites and home buyer tours.   
 
To further promote NoMi, there have been three walking tours aimed at whetting the 
appetites of prospective home buyers. The tours included houses for sale ranging from 
foreclosed fixer-uppers that start at $50,000 to upper-bracket houses along Victory Memorial 
Drive.  Information on home-buyer assistance programs was also made available on the 
tours. 
 
Websites promoting Minneapolis/St. Paul neighborhoods: 
www.livemsp.org 
http://www.historicsaintpaul.org/node/340 
http://www.tcdailyplanet.net/events/saint-paul-welcome-home-tours-920-and-927-payne-
phalen-daytons-bluff-frogtown-and-north-end 
http://www.startribune.com/homes/28142374.html 
http://site.folwell.org/2010/02/16/get-to-nomi-day-in-minneapolis-february-14-2010/ 
http://wcco.com/video/?id=75099@wcco.dayport.com 
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SECTION III-E: TECHNOLOGY TOOLS TO THE RESCUE 
 

 
What�’s in This Section 
 
An overview of six information platforms that neighborhood stabilization collaboratives can 
use to access information on homes and economic trends, and to manage acquisition/ 
rehab/disposition pipelines. 
 
Overview 
 
Developing a realistic end game and implementing targeted acquisitions effectively requires 
good data.  But up until recently, getting access to that data was both time-consuming and 
expensive. Over the past several years, however, university institutes and nonprofit 
organizations in many metro areas have developed technology tools to collect, organize, 
analyze and present information in ways that have dramatically lowered the cost and time 
involved to get and use the data. These tools provide three critical functions (with some 
tools providing multiple functions and others focusing on just one):  
 
 Neighborhood Planning �– this function enables the user to access, analyze and display 

important planning data such as population characteristics, housing characteristics, 
educational attainment, employment, residential mobility, etc.   

o Tools available nationally: Policy Map and Social Compact.   
o Tools available regionally:  NEO CANDO (Ohio) and Data Driven Detroit.   

 
 Targeting Properties �– this function allows the user to access information on a parcel level, 

including mortgage status, occupancy status, servicer, outstanding liens, etc.  A 
particularly important feature is �“reverse inquiry�”, which enables the user to specify a 
parcel and find out the servicer and mortgage status.   

o Tools available nationally: REO Match.   
o Tools Available regionally:  NEO CANDO.   

  
 Managing Systems for Acquisition/Rehab/Disposition �– this function enables the user to track 

the status of the entire disposition pipeline, including properties available for bid, status 
of offers, outstanding liens and title issues, status of financing, rehab documents and 
process, and sales or demolitions.   

o Tools available nationally: Community Central (Through Mercy Housing) 
 
It is important to note that Community Central can be used in partnership with PolicyMap 
and REOMatch, to create a complete data analysis and information management platform 
on troubled properties and REOs in neighborhoods across the country. 
 
The following pages provide a summary of each of the six information systems. 
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PolicyMap 
 

Key Function: Neighborhood Planning 
 
PolicyMap is geographic information system with mapping services that can create custom 
maps, tables, and charts. It provides the ability to map over 10,000 indicators of 
neighborhood economic health. It is accessible through the web browser on any operating 
system. PolicyMap interfaces with Community Central to provide a complete data analysis 
and information management platform on properties in neighborhoods across the country.    
http://policymap.com/index.html 
 
 
Details 
 
 Rich Data -- Access to over 10,000 indicators related to demographics, real estate, 

crime, money and income, jobs, education, energy, and public investments. Premium 
Subscribers can have their own data uploaded. 

 
 Sophisticated Mapping System -- Search functionality for a location by address, census 

tract, county, state, zip code, school district, state legislative or Congressional district, 
MSA or CBSA. Subscribers can also create unique custom regions. 

 
 Export Maps, Tables and Reports �– Ability to save any map, table, report or analytic 

as a jpeg or a PDF for use in presentations or reports. 
 
 The Widget �– Ability to embed fully interactive maps on one�’s own. 

 
 
Costs 
Standard:  $2,000 per year for one user, $5,000 per year for five users.  
 
 
Contacts 
 
Maggie McCullough, Director of PolicyMap, The Reinvestment Fund, (215) 574-5800, 
Maggie.mccullough@trfund.com 
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REOMatch 
 
Key Function: Targeted Acquisition  
 
REOMatch is the new property transaction mapping tool and online portal for transacting 
property transfers through the National Community Stabilization Trust. It is able to show 
properties to participating local property buyers within the exact neighborhood boundaries 
of existing neighborhood stabilization plans.  It can also provide �“reverse inquiry�”, showing 
the lienholders for a set of specified properties.  Finally, it can interface with Community 
Central to create a complete data analysis and information management platform. 
http://www.reomatch.com/ 
 
 
Details 
 
 Local NCST buyers have the ability to establish their NSP target neighborhoods on a 

Google map platform by exact street level boundaries. 
 
 Identifies the status of every house within a defined area including REO, Pre-

Foreclosure, Notice of Foreclosure Sale, and severe delinquency.  
 
 Additional functionality allows more efficient identification of Servicers/Lien Holders 

of properties (Reverse Inquiry). 
 
 Improves property selection procedures for NCST, Buyers and Sellers and facilitates 

better response and communication. 
 
 Working on enabling REOMatch to import and export data for ad-hoc reporting and 

integration with other applications such as PolicyMap and Community Central. 
 
 
Costs 
 
Currently being offered with basic functionality at no cost. 
 
Contacts 
 
Danny Gardner, Chief Operating Officer, National Community Stabilization Trust, (214) 
710-3400, dgardner@stabilizationtrust.com 
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Community Central 
 
 
Key Function: Pipeline Tracking and Management 
 
Community Central provides a web-accessible platform for the information management 
and reporting necessary in neighborhood stabilization projects funded with federal dollars.  
It enables asset tracking, geospatial mapping, and reporting (including DRGR) capacity. 
http://www.mercyhousing.org/MPS/Default.aspx 
  
 
Details 
 
 Provides asset and project management capacity over a full lifecycle of evaluation, 

acquisition, rehabilitation and disposition 
 
 Aligns with specific HUD Substantial Amendment and DRGR Action Plan 

 
 Provides oversight and compliance reporting with risk management, dashboards, DRGR 

reporting, financials, obligations, qualifications capacity 
 
 Enables user to maintain PDF images of all files and documents pertinent to each 

property in one place (including legal, construction and reporting) 
 
 Secure web-based access through Internet Explorer 

 
 Interfaces with PolicyMap's interactive maps to track key market indicators in target areas 

and identify potential properties for acquisition 
 
Costs 
 
 Implementation, customization and initial training: $15,000 to $50,000 
 Ongoing monthly fees:  $100 per month per $1.0 million dollars in funding +  $1000 per 

month for hosting  
 
Contacts 
 
Bill Goldsmith, President, Mercy Portfolio Services, (312) 447 4544, 
bgoldsmith@mercyhousing.org  
 
 



Supplementary Materials  Page 50 

  
 Section III-E:  Technology Tools to the Rescue 

 
Social Compact 

 
Key Function: Neighborhood Planning 
 
Social Compact develops and deploys a collection of innovative economic and demographic 
analyses custom tailored for inner-city neighborhoods.  Unlike most other methodologies, 
Social Compact�’s analyses are not derived from census data and are calibrated to measure the 
vibrant, informal economies of underserved urban areas, integrating information about real 
estate, consumer expenditures, utility usage, bill payments and other critical 
factors.  www.socialcompact.org 
 
Details 
 
 The spatial tool creates a comprehensive and common information platform that can 

be easily used by a wide range of stakeholders. Because the tool employs user-friendly 
and cutting-edge technologies all that is required to use the tool is access to a 
computer and the Internet. The use of the tool has no technological prerequisites (i.e. 
GIS). Social Compact uses the same technologies employed by NASDAQ- easy to 
modify and update as frequently as necessary. 

 
 The application allows users to easily upload their own unique datasets in commonly 

used formats (e.g. Excel, csv files); all typical tool functionalities (e.g. querying, charts, 
reporting, comparison, etc) can be applied to these new datasets. In addition, the 
information platform has been designed with different control levels to manage access 
barriers for different users. 

 
 Datasets (which can be defined at the point/parcel level) are based on address level 

information; as a result no �“subjective filters�” are applied to these datasets. For 
example, point-level information is not lost within aggregating the datasets to block 
groups. 

 
 Because the information is built on addresses and points, users can aggregate the data 

based upon the exact boundaries they want, with calculations (e.g. average sales, 
average household income etc) recalibrating automatically as the geography of the 
inquiry is modified. This gives very unique power to the user to analyze information, 
not based on rigid census tract boundaries, but rather based on practical boundaries, 
while controlling for the presence of geographic barriers (i.e. rivers). 

 
Costs 
 
Varies depending on degree of customization.  
 
Contact 
 
John Talmage, President and CEO, (202) 547-2581 jtalmage@socialcompact.org 
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NEO CANDO 
 
Key Functions: Neighborhood Planning and Targeted Acquisition 
 
NEO CANDO allows users to access social and economic data for the entire 17 county 
Northeast Ohio region, or for specific neighborhoods within the region. NEO CANDO 
compiles data from many different sources and links to data provided by public agencies in 
order to have the most recent data available. NEO CANDO is a one-stop shop for 
identifying vacant and abandoned properties. http://neocando.case.edu  
 
 
Details 
 
 Access multiple data sources to get accurate and timely information.  

o The property data component of NEO CANDO allows users access to property 
characteristics, tax delinquency, and sales information in Cuyahoga County. 
These data are available at the individual property level and can be extracted for 
an entire census tract or neighborhood. Users can also query the data to meet 
specific needs such as just properties that have sold within the last month or 
those with values between $50,000 and $100,000. Data can be mapped or 
exported to EXCEL or a DBF for further analysis. 

o The social and economic data component of NEO CANDO contains data on 
population characteristics, housing characteristics, educational attainment, 
employment, residential mobility, vital statistics, and mortgage lending for 17 
counties in Northeast Ohio. In Cuyahoga County, data are also available on child 
maltreatment, public assistance and juvenile delinquency. Currently, crime and 
school attendance indicators are only available for the city of Cleveland. 

 Map information using GIS (layering) technology.  
 Review trend lines over many years to understand what is going on in an area.  
 Easily generate reports on property data, and social and economic data.  
 Create quick profiles of the data most useful for a geographic area.  

o The Quick Profiles are intended to provide an overview of the demographic, 
social and economic characteristics for multiple geographies within each county 
in Northeast Ohio. The profiles are available for the block groups, census tracts 
and cities, villages and townships in each of the 17 counties in Northeast Ohio. 
These quick profiles can also be generated for locally defined geographies such as 
Cleveland neighborhoods and wards. 

 
Costs 
 
None.   
 
Contacts 
 
Claudia Coulton, Co-director, Center on Urban Poverty & Community Development, Case 
Western Reserve University, (216) 368-2290 claudia.coulton@case.edu 
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Data Driven Detroit (D3) 
 
Key Functions: Neighborhood Planning and Targeted Acquisition 
 
D3�’s goal is to be the "one-stop shop" for data about the City of Detroit and the Detroit 
metropolitan area.  D3 disseminates information to a wide variety of constituencies, thus 
providing Detroit city and metropolitan-area officials, community leaders, private 
foundations, and other key decision-makers with the comprehensive information they need 
to promote economic prosperity throughout southeastern Michigan. This shared knowledge 
will help metro-Detroit-area stakeholders make coordinated, evidence-based planning, 
program and policy decisions, and unite their efforts to improve the quality of life for 
residents of southeastern Michigan. 
 
 
Details 
 
D3 operates on the belief that better information leads to better communities and that 
quality data and research empowers communities.  Its primary functions include: 

 Collaborating with local governments, community agencies and other regional 
entities to access and develop unique datasets; 

 Conducting original research to gather, analyze and interpret data so as to 
document a broad range of demographic, socioeconomic, economic, and housing 
conditions and trends; 

 Applying advanced technology to gain new data and insights that improve local 
decision-making; and, 

 Measuring results and reporting the outcomes of a wide variety of investments in 
community change. 

 
 
Costs 
 
None. 
 
Contact 
 
Kurt Metzger, Center Director, Detroit Area Community Indicators System, 
kurt@cityconnectdetroit.org, (313) 887-6511 
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SECTION IV: 
IMPLEMENTING YOUR STRATEGY 
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Section IV-A: Building a Broader Team for Speed and Scale 
 
 
What�’s in This Section 
 
Information and examples for how community leaders can create teams that draw from a broad 
array of stakeholders to increase the ability to respond effectively and at scale to the challenges 
created by the foreclosure crisis.   
 
Overview  
 
The enormity of the current foreclosure crisis has overwhelmed traditional resources in communities 
across the country, displacing hundreds of thousands of families and leaving behind more than a 
million vacant properties.  In a number of cities and regions, leaders in communities hard-hit by 
foreclosures have recognized that their communities can recover only if they take a coordinated 
approach to solving the problems.  By working in a coordinated manner, finding areas of common 
interest, eliminating duplication and sharing a vision of what they want their communities to look 
like when the crisis is over, these leaders can maximize the effectiveness of limited resources. 
 
Effective Approaches for Building and Coordinating Teams 
 
Every community is different, so the coordination techniques that work in one place may need to be 
modified for another, but there are some common themes among the successful models: 
 
 Find ways to bring everyone to the table �– For many communities, the search for solutions 

starts with local governments and non-profit community organizations because these are often 
the parties that see the problem first and have the strongest incentives to respond.  Local 
governments feel the impact of vacant properties as they experience an increase in complaints 
about maintenance and crime at vacant properties at the same time they see their property tax 
revenues fall.  Social service organizations see an increase in the number of families contacting 
them about evictions and problems making debt payments, making response a mission-critical 
activity. 

 
It is important that these �“first responders�” recognize that they alone don�’t have enough tools 
and resources to turn neighborhoods around.  The following are some of the parties that need to 
come to the table to provide a well-rounded set of solutions: 
 

o Local government agencies �– often it is a community�’s redevelopment authority that will take 
the lead, but many other parts of local government need to bring their talents to the 
table, including city councils/county boards, mayors/county supervisors, code 
compliance departments, public utilities, public housing authorities, property tax and 
registration department, city/county attorneys , resident hot-line services, etc. 

o Mortgage lenders/servicers: 
 Intermediaries like NCST can make this process more efficient for obtaining 

information about vacant and foreclosed properties from many loan servicers. 
 Mortgage lenders will be critically important to provide financing as 

neighborhoods begin to recover. 
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o Housing counseling organizations 
 Foreclosure prevention can be a critical part of the strategy to keep more homes 

from becoming vacant. 
 Counseling organizations can also provide pipelines of buyers, particularly useful 

for homesteading strategies, and renters who have recently lost their homes to 
foreclosure but can sustain tenancy. 

o Private developers and rehab contractors 
 Private capital will play a critical role in most communities, so engaging private 

developers and housing rehabilitation contractors in the process early can result 
in these private dollars, and the activities they finance, supporting the vision for 
the future of the neighborhoods. 

o Realtors, especially those specializing in REO properties 
o Local philanthropy 
o Lenders �– community banks, community development departments of larger banks, CDFI loan funds 

 Lenders with a community focus can help to bring special financing programs to 
the table to help stabilize communities when lenders less familiar with these areas 
may be reluctant to lend 

 Many community banks also have REOs and properties in default held in their 
own portfolios, making them potential partners for property acquisition. 

o Local legal community 
o Asset management and maintenance organizations 

 Can be valuable partners for scattered-site rental management and for sharing 
functions that local CDCs do inefficiently or ineffectively on their own (See 
Section IV-D) 

o Community/neighborhood organizations 
 These groups are essential for ensuring that End-Game plans line are responsive 

to resident �“demand�”.   
o Local media 

 Can draw attention to collaborative efforts and support the neighborhood �“re-
branding�” process�—or they can do the opposite, if not supplied with positive 
information about the neighborhood market. 

o Non-profit development organizations, including citywide or regional development 
organizations, Habitat for Humanity chapters, Neighborworks organizations, LISC and 
Enterprise affiliates 

o Local advocacy organizations 
o State housing finance agencies 

 State HFAs can offer programs and tools to support all phases of the 
development process, from acquisition and predevelopment to rehab to 
downpayment assistance. 

 Housing authorities can, furthermore, use tenant- and project- based subsidies to 
support rehab to high standards, whether or not the collaborative has acquired 
the property directly. 

 These entities may also have extensive holdings in or near collaboratives�’ target 
neighborhoods, allowing collaboratives to leverage these existing investments. 

 
 Find an effective means of coordinating these diverse efforts and driving to a shared goal 

�– The Minneapolis/St. Paul metropolitan area provides an interesting example of a coordinating 
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approach.  Formed in 2007, the Minnesota Foreclosure Partners Council includes 
representatives of many of the stakeholders mentioned about.  It meets on a monthly basis and 
has adopted a Coordinated Plan.  It measures progress against key components of the 
Coordinated Plan, and counts on leaders within various subject areas to drive progress in those 
areas.  The Partners Council is largely a volunteer effort, with very modest administrative 
support to coordinate the logistics of meetings and reporting.  A copy of the Partners Council 
Coordinated Plan and a progress report for 4th quarter of 2009 is included in these materials. 

 
 Be willing to consider having organizations take on non-traditional roles �– The city of 

Chicago presents an interesting example of engaging a single non-profit entity to coordinate 
neighborhood stabilization activities under contract with the city.  Community leaders came 
together in 2007, with the MacArthur foundation playing a catalytic role in urging civic leaders, 
lenders and non-profit organizations to work together to design coordinated solutions to the 
city�’s growing foreclosure problem.  In early 2009, the city completed an RFQ process and 
selected Mercy Portfolio Services to play a central coordinating role.  In this role, Mercy 
Portfolio Services works with hundreds of other local parties selected through RFQ processes to 
manage the acquisition, redevelopment and disposition of vacant single-family and multifamily 
properties in target communities selected by the city.  A simplified diagram of the Chicago 
program and a description of Chicago�’s target area criteria are included in these materials. 
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Section IV-A: Additional Resources 
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�• TargetAreas (6 to 20 square blocks) within areas of
greatest based on proximity to recent public and private
investments (e.g., housing, public transit, schools, police
stations, retail) and other community anchorsand job
centers (e.g., universities, hospitals, commercial
corridors).

�• Developer / Market interest (rental / for sale).

�• Goodphysical bones (brick, historic, small MF,
bungalows) and social bones (NCP, Alderman,
Homeowners, invested developers).

�• Criticalmass of NSPeligible properties.

�• Foreclosuresare threatening investments that have
beenmade over the past two decades.

�• Interventionsmust be strategic and targeted to protect
these investments and have anmeasurable impact.

Review of Chicago NSP1
Under NSP1 the City of Chicago received$55.2M to acquire and rehab approximately 1,400
units of housing in 25 Areas of Greatest Need.
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Review of Chicago NSP1
MPS and City of Chicago formed sub grantee partnership to maximize velocity
and impact.



Supplementary Materials  Page 60 

  
 Section IV-A:  Building A Broader Team for Speed and Scale  

 



Supplementary Materials  Page 61 

  
 Section IV-A:  Building A Broader Team for Speed and Scale  



Supplementary Materials  Page 62 

  
 Section IV-A:  Building A Broader Team for Speed and Scale  

 
 
 



Supplementary Materials  Page 63 

  
 Section IV-A:  Building A Broader Team for Speed and Scale  

 
 
 



Supplementary Materials  Page 64 

  
 Section IV-A:  Building A Broader Team for Speed and Scale  

 
 
 



Supplementary Materials  Page 65 

  
 Section IV-A:  Building A Broader Team for Speed and Scale  

 
 



Supplementary Materials  Page 66 

  
 Section IV-B:  Bringing Private Capital to the Table �– Development Finance 

Section IV-B:  Bringing Private Capital to the Table to Support Strategy 
Part I �– Development Financing 

 
What�’s in This Section 
 
Development finance for acquisition and rehab of properties.  
 
Overview 
 
In communities devastated by foreclosures and vacant properties, community leaders face the 
enormous task of organizing enough capital, focused community effort and influence to bring these 
neighborhoods back to a positive tipping point.  Dollars available through the federal Neighborhood 
Stabilization Program (NSP) have been a major catalyst in support of these efforts, but communities 
that got an early start on stabilizing neighborhoods now realize that NSP dollars alone are 
insufficient to support the level of effort that is needed to turn some neighborhoods around.  
Because of the tight time constraints for obligating funds under the NSP program, many 
communities have been very focused on simply spending the money quickly without much 
consideration of how those NSP dollars could be used to attract private capital to the communities 
and increase the overall impact of neighborhood stabilization efforts. 
 
Attracting Private Capital to Increase Impact 
 
The purpose of this section is to provide a brief discussion of how private capital can be used to 
expand the impact of a community�’s neighborhood stabilization program and provide a few 
examples of programs that have been organized to support neighborhood stabilization efforts. 
 

 More capital can mean more houses rehabilitated faster �– The fundamental reason to 
pair private capital with NSP dollars is to have a bigger impact on neighborhoods by 
acquiring and rehabilitating more properties and doing it more quickly.  In many 
communities, it is important for current residents to see that real progress is being made in 
getting rid of vacant and abandoned properties.  It may mean that they decide to stay in the 
neighborhood because they have hope that the neighborhood will stabilize and property 
values will recover.  Even a very simple model of using NSP dollars to acquire properties 
(and leaving subsidy in the properties to make up any value gap) and using private capital to 
finance the cost of rehabilitation can increase production by 25%, with all of that increase 
occurring in the first crucial year.  An example of how this simple leverage model could 
work is included in the following page.  

 
 Private capital can fund complementary activities �– When community leaders take a 

comprehensive look at the communities they target for neighborhood stabilization, it is 
quickly apparent that there are numerous activities for which NSP dollars cannot be used.  It 
may be vacant commercial buildings that are creating an eyesore or it may be houses and 
apartment buildings that don�’t meet the technical definitions of eligible properties for NSP.  
Identifying these needs and having private capital available to address them can be critical to 
success.  The Twin Cities Community Land Bank is developing a program using New 
Markets Tax Credits that will provide financing for commercial properties in their 
neighborhood stabilization communities. 
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 Different loans for different needs �– As NCST and its sponsor organizations have worked 

in more than 100 communities across the country, they have identified the need for three 
different kinds of financing to complement neighborhood stabilization programs.  The 
NCST has designed a program, with the support of the Ford Foundation, to provide such 
financing.  A general term sheet for products offered by the NCST REO Capital Fund is 
included in these materials.  The following is a brief description of these loan types and how 
they might be used: 
 

o Bridge financing �– This is capital that allows developers to quickly acquire key vacant 
and foreclosed properties when they are available and then seek reimbursement for 
these acquisition costs from NSP grantees.  
 

o Acquisition/rehabilitation financing �– This is the traditional type of financing program 
for the acquisition and rehabilitation of properties.  It is typically available for terms 
of 12 to 24 months and can be used for financing any combination of acquisition 
and rehabilitation costs and is typically repaid when the property is sold or enters a 
lease purchase program. 
 

o Acquisition/rehabilitation/hold financing �– This is a less common form of financing, 
typically available for terms up to 7 years.  It would allow a developer to acquire and 
rehabilitate a property that would be used either short-term or long-term as rental 
property.  The longer term would allow time for the homebuyer market to recover, 
in which case the short-term rental use would be converted to homeownership and 
the loan would be repaid from the proceeds of the sale.  In the case of long-term 
rental, the longer term of the loan would allow the developer time to arrange long-
term financing sources, including possible subsidy sources like the low income 
housing tax credit, with the loan being repaid when the property is refinanced. 

 
 Local and state programs focused on neighborhood stabilization financing �– In a 

number of communities, leaders have tapped into existing housing finance sources to craft 
lending programs to support neighborhood stabilization efforts.  The following are just two 
of many examples: 
 

o  In Massachusetts, the state Department of Housing and Community Development 
(DHCD), the Massachusetts Housing Investment Corporation (MHIC) and the 
Massachusetts Housing Partnership (MHP) have teamed up to create the $22 million 
Neighborhood Stabilization Loan Fund.  The fund provides loans to for profit and 
non-profit developers to finance projects that support local neighborhood 
stabilization efforts.  A term sheet describing the types of loans offered by this fund 
is included in these materials.   
 

o In the Twin Cities, the Twin Cities Family Housing Fund formed the Home 
Prosperity Fund to support neighborhood stabilization efforts.  They have combined 
resources from Minnesota Housing, banks and foundations to form a $25 million 
fund which is almost completely deployed to 14 different organizations.  A 
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description of the Home Prosperity Fund and a status report as of December 31, 
2009 is included in these materials. 
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Section IV-B �– Development Finance 
 

Additional Resources 
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Section IV-B: Bringing Private Capital to the Table 
Part 2: Financing Homeownership Programs 

 
What�’s in This Section 
 
In this ever-changing housing market of 2010, is there flexible mortgage money for new 
homebuyers?  This section explores the myths and realities of the current mortgage market, 
describes some of the latest trends in conventional and FHA mortgage financing, and clarifies how 
the lending community and GSEs currently view soft seconds.  
 
Mortgage Myths and Realities 
 
The permanent mortgage market has changed measurably over the past three years.  We have 
moved from a highly competitive, wild west of subprime excesses, exotic products, no-money-down 
financing offers, and FHA irrelevance to a lack of high loan-to-value financing for even strong credit 
borrowers and a virtual dependence on FHA.  
 
But the mortgage markets are beginning to recover from the �“head-in-the-sand�” approach of the 
past year.  Let�’s look at some of the most prevalent myths and realities regarding the availability of 
the current market in the spring of 2010. 
 
Myth #1 �– Only FHA insured mortgage financing is available. 
 
The Facts:  While FHA has grown from less than 5% of the market in 2006 to 50% of originations 
in late 2009, the fact is that recently announced pricing and underwriting changes at FHA, coupled 
with the slow re-emergence of conventional mortgage products, portends an increasingly more 
robust and competitive mortgage market for the remainder of this year.  There is very little liquidity 
(or appetite, for that matter) for the no-money-down, no-questions-asked approaches of the past, 
but the affordable 30 year (and 40 year) fixed rate mortgage money will be available. 
 
Myth #2 �– Nobody wants to lend in �“declining markets�”. 
 
The Facts:  For the past few years, �“declining markets�” became the two most dreaded words in the 
English language for the lending community.  Mortgage lenders, GSEs, and mortgage insurers 
established tight standards on originating and insuring mortgages in defined �“declining markets�”.  By 
even labeling some markets as officially �“declining markets�”, the mortgage industry may have sealed 
the fate of such areas, further discouraging homebuyer demand and accelerating home value 
declines.   
 
But yesterday�’s stigma can be tomorrow�’s opportunity!  NSP and similar efforts have the potential to 
turn a negative into a big positive.  By acquiring deteriorated and abandoned properties, fully 
renovating these homes, and providing flexibly down payment and closing cost subsidies to the new 
buyers, we are making available low LTV mortgages on high-quality homes.  Moreover, in the 
Neighborhood Stabilization Program and other publicly supported programs, the prospective 
homebuyer must be fully prepared with a minimum of 8 hours of homebuyer education.  Many large 
and small mortgage lenders are slowly shedding their preconceived notions of these hard-hit markets 
and are beginning to increase the flow of mortgage capital. 
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Myth #3 �– The private mortgage insurers are not participating! 
 
The Facts:  While the PMI industry has been very quiet over the past few years, we are seeing signs 
of new engagement.  Very little private mortgage insurance was available for mortgages with LTVs 
above 90% since early 2008.  Fannie Mae and Freddie Mac still do purchase mortgages originated 
with LTVs as high as 97%, but without the MI participation that option has been dormant for the 
past few years. But, three of the big mortgage insurers have recently announced changes that will 
permit insurance on mortgages with LTVs up to 95%.  One MI, United Guaranty (UGI) has even 
very recently announced insurance up to 97% LTV for stronger credit borrowers (over 700 credit 
score).   
 
Myth #4 �– Lenders will not originate mortgages with soft seconds!  
 
The Facts:  This myth probably grew out of the reality that lenders in recent years did not want to 
originate conventional �“affordable loans�” with low down payments to first time homebuyers.  
Further, FHA guidelines made it difficult to get approval of innovative soft second structures.  
Today, both Freddie Mac and Fannie Mae offer very flexible definitions of soft seconds, when used 
in conjunction with their flagship affordable mortgage products.  See below for a description of 
these mortgage products.  The subordinate financing can even be treated as a �“gift�”; thereby making 
it possible to provide a total loan to value up to 105%.   
 
Soft seconds will receive the most favorable treatment by the two GSEs when the terms are flexible.  
For example, Freddie Mac �“Affordable Seconds�” may be excluded from debt-to-income ratios if 
there are no monthly payments required on the subordinate financing for the first 61 months or if 
repayment of the Affordable Second amount is due only upon sale or default of the property. 
 
FHA Mortgage Products and Changes 
 
FHA remains the most popular means of financing home purchase and home acquisition and 
renovation.  Most mortgage originators now feature FHA products.  Due to higher loan limits, 
lower home prices, and low down payment requirements, FHA now has become the most popular 
mortgage option in the nation, particularly for first-time homebuyers with limited credit and cash.  
In fact, half of FHA�’s current portfolio was originated in 2009 and FHA loans comprise almost 50 
percent of the entire home-loan market right now.   
 
Key elements attractive to buyers include a 3.5% down payment requirement, flexible credit scores 
(down to the low 600s), and the ability to wrap the insurance premium into the mortgage amount.  
In addition, sellers can contribute up to 6% of the purchase price. 
 
However, the FHA times are a-changing!  The new team at FHA is tightening up credit 
requirements, increasing insurance premiums, and pushing for better performance from their 
approved lenders.  From January 2008 to August 2009, the average credit score for FHA-insured 
mortgage loans increased from 621 to 692.  
 
Some additional changes designed to make FHA-insured mortgages more sustainable include: 
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 The upfront mortgage insurance premium will increase from 1.75 to 2.25 percent of the 
mortgage. 

 Borrowers with credit scores below 580 will need at least a 10 percent down payment. 
 Seller concessions will be reduced to 3 percent from 6 percent. 
 The FHA annual insurance premium may be increased above the current cap of .55 percent 

(likely to .85 percent). 
 
Still, FHA will be a very competitive product, particularly for first-time buyers.   
 
In addition, the 203(k) program is a flexible mortgage for direct homebuyer acquisition and 
rehabilitation activities.  The same 3.5 percent down payment is required of the full acquisition and 
rehab amount and the borrower may defer up to 6 months of monthly payments into the mortgage, 
while construction is occurring.  A fact sheet has been provided below.  
 
Conventional Mortgages Re-Emerge 
 
Conventional mortgage capital will increase in 2010, as the PMI companies increase their geographic 
and loan flexibility and as FHA pricing comes more into alignment.  Of course, the two GSEs, 
Fannie Mae and Freddie Mac, are essential to the vibrancy of these mortgage options, providing 
liquidity, stability and affordability. 
 
Fannie Mae�’s flagship affordable mortgage product for low-to-moderate income borrowers is 
MyCommunityMortgage.  On a single family home, MCM can be made available to owner-occupants 
with as little as 0 percent down from the borrower on a 97 percent or lower LTV loan.  Mortgage 
insurance can be financed into the mortgage up to a 97 percent LTV, and the total loan to value can 
reach as high as 105 percent with an approved Community Second.   
 
The Fannie Mae automated underwriting tool, Desktop Underwriter (DU), is used by lenders to 
assess mortgage term acceptability, so there is not a fixed minimum credit score.  Mortgage 
acceptance is determined based on a risk assessment that evaluates many factors.  However, when 
scored manually the minimum credit score for a single family home is 660.  The minimum score is 
higher for high LTV borrowers. 
 
Freddie Mac�’s flagship affordable product is Home Possible.  Similar to MCM, Home Possible can be 
made available to owner-occupants with little or no money down from the borrower on mortgages 
including a 30 year and 40 year fixed rate.  First mortgages up to 97 percent LTV can be originated 
and debt-to-income ratios tend to be somewhat more flexible at Freddie Mac.  Home Possible 
mortgages are typically run through Loan Prospector, their automated underwriting system.  LTVs, 
borrower contributions, and credit standards are more restricted for two to four unit properties. 
 
In early 2010, three financial institutions �– Bank of America, Chase, and Wells Fargo �– were 
originating over 50 percent of all mortgages in America �– FHA and conventional.  These three 
institutions are also major holders and managers of REO property.  Increasingly, Bank of America, 
Chase, and Wells Fargo are finding ways to link and leverage their REO and lending engagements in 
targeted neighborhoods.  By making available more focused mortgage capital and short-term 
investment capital for acquisition/rehab activities, these institutions are ensuring that property 
values stabilize.    
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The Impact of CRA 
 
Since its inception in 1977, The Community Reinvestment Act has been instrumental in encouraging 
banks and savings associations to meet the needs of all borrowers including low-and-moderate 
income families in areas where they receive deposits.  CRA has been less relevant since 2008, as 
many institutions focused efforts to survive the housing crisis.  Moreover, some pundits even 
accused the CRA as a key factor in the housing collapse, dampening its importance, though that 
assertion has been largely proven untrue based on empirical analysis by the Federal Reserve, the 
FDIC, and the Office of the Comptroller of the Currency (OCC).   
 
In the near future, we can expect the CRA to once again become an important consideration.  
Regulatory agencies have increased their guidance to depository institutions regarding neighborhood 
stabilization and foreclosures.  For example, the OCC in 2009 issued guidance to regulated 
institutions about how the investment, lending and service criteria for CRA apply to neighborhood 
stabilization activities.  See attached guidance. 
 
 
Specialized New Mortgage Options 
 
The use of new and revised mortgage tools will be needed to provide the array of solutions 
necessary to revitalize distressed neighborhoods.  Here are some key recent developments of 
importance: 
 

 Lease-to-Own Financing �– While lease-to-own programs have been around for decades, 
they are taking on greater significance in the current market.  Owners at risk of losing their 
home to foreclosure are being offered a lease arrangement by socially motivated investors in 
some markets, with the prospect of regaining fee simple ownership of their property again in 
the future.  New prospective homebuyers lacking the credit record or cash to qualify today 
are participating in lease-to-own programs where they can demonstrate their financial 
management readiness by paying rent for a period of two to four years.  
 
One particularly intriguing new product is the Self Help Credit Union�’s Lease Purchase 
Program, which is attempting to get to scale with the active engagement of local CDCs in 
select markets and access to flexible Fannie Mae mortgage products.  Materials are in this 
package.  
 

 Shared Equity �– Another financing approach with a rich history is the shared equity model.  
In the neighborhood stabilization context, it affords some important benefits to local 
communities using NSP or other pubic subsidies.  Rather than providing soft seconds that 
are deferred until sale of the property some day in the future, or deferred payment loans 
forgiven over a period of years, shared equity subordinate financing can provide some key 
benefits: 

 
1. Non-amortizing funds to write down the first mortgage, adding no further 

monthly payment burden to the homebuyer. 
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2. Recapture of some portion of future equity at sale or transfer of the property, so 
as to replenish flexible funds for assistance to additional buyers. 

3. The level of equity recovered by the public agency is in proportion to the original 
investment and related to the level of accrued equity to the homeowner.  
 

A recent paper on shared equity and sustainable homeownership, drafted by David Abromowitz 
and Rick Jacobus, is available at 
http://www.americanprogress.org/issues/2010/02/shared_equity.html . 
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Section IV-B �– Financing Homeownership 
 

Additional Resources 
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Section IV-C: Neighborhood Stabilization and Land Banking 
 

Frank S. Alexander 
Professor of Law, Emory University School of Law 
General Counsel, Center for Community Progress 

© Frank S. Alexander 2010 
 
 
What�’s in This Section 
 
This section discusses the purpose and advantage of land banking as a property management tool to 
achieve the goal of neighborhood stabilization. 

 
Introduction 
 
The Housing and Economic Recovery Act of 2008, with its much-needed Neighborhood 
Stabilization Program, is the first federal recognition of the severe costs borne by neighborhoods 
and local governments when properties are vacant or abandoned.  For the first time, Congress has 
appropriated funds for the acquisition, management, and disposition of such properties�—and has 
recognized the role of a tool called land banking.  Today, as more communities deal with a wave of 
foreclosures, more and more are likely to make use of land banking. 

Land-Banking Basics 

A land bank is not the same as a land trust, in which property may be held in perpetuity for a 
community purpose such as conservation or affordable housing.  It is more like a bank into which 
one deposits valuables until such time as they are needed. 

Land banking is a useful tool because markets for land rarely, if ever, operate with market efficiency.  
By definition, a parcel of land is a commodity fixed in location and hence not interchangeable with 
similar products.  As a result, when supply and demand fluctuate, land prices and consumption do 
not adapt as they would for other products. 

In the current economic climate, with demand for housing and new development receding, some 
previously strong and vibrant neighborhoods are being severely stressed.  Land banking can allow 
regions, states, and municipalities to remove abandoned properties from the market and either 
convert them into new, productive uses or hold them in reserve for long-term strategic planning.  
The idea is not to replace or supplant either the open market or land-use planning but to step in 
when there is a failure of market demand, acquiring abandoned inventory, and making it available 
for other land-use planning. 

First proposed as a form of urban planning in the 1960s, the concept has taken root in several 
metropolitan communities in the last 25 years.  As with other new approaches to land use and 
planning, some efforts have been more successful than others.  But all land-banking initiatives share 
the ability to address inefficiencies in real estate markets and the potential to bring together federal, 
state, and local policies to build stronger communities. 



Supplementary Materials  Page 97 

  
 Section IV-C:  Neighborhood Stabilization and Land Banking 

Community Goals 

Communities that employ land banking do not do so with the idea of holding a large public 
inventory of land.  Their most common goal is to convey properties to not-for-profit entities for the 
development of affordable housing, including both homeownership and rental programs.  The 
second most common goal is to foster economic redevelopment by conveying properties to for-
profit and not-for-profit entities that will create mixed-use developments or mixed-income housing.  

Land bank proponents are well aware that simply holding vacant properties achieves little and that 
getting them reoccupied and returned to the tax rolls expeditiously is critical.  There are only two 
exceptions.  The first occurs when there is no market at all for development or reuse and the 
property must be removed from the market indefinitely (often demolition and environmental clean-
up are needed).  The second kicks in when there are longer-term strategic purposes, such as future 
parks and green spaces or affordable housing in a market where gentrification is causing concern. 

Strengthening Neighborhoods 

During the last quarter of the 20th century, the cities of St. Louis, Cleveland, Louisville, Atlanta, and 
Flint moved to create public authorities that focus exclusively on land-banking activities.  These 
cities�’ land banks focus on acquiring abandoned tax-delinquent properties and converting them into 
new, productive uses.  For example, the Genesee County Land Bank in Flint, acquires an average of 
1,000 abandoned properties each year and has been the catalyst for increasing property values by 
more than $100 million.  It has developed hundreds of units of affordable housing, renovated major 
commercial buildings, and remediated more than 1,000 brownfield properties.  

Other local governments, whether large industrial cities or small, rural communities, also face 
property abandonment.  Some areas were paradigms of thriving economic investment and hot real 
estate markets that suddenly have large inventories of vacant and foreclosed properties�—and all the 
accompanying economic and social costs.  Local governments may lack the power to address the 
new, multijurisdictional challenges or to access the capital necessary for acquiring, managing, and 
controlling a large number of properties.  There is also the concern that vacant real estate attracts 
vandalism and that lower property values and neighborhood instability soon follow.  

Fortunately, the Neighborhood Stabilization Program provides funding that can be used to establish 
land banks for homes that have been foreclosed upon�—and the resources to acquire the homes and 
rehabilitate or demolish them.  Moreover, although the NSP contains an unusually tight time frame 
(18 months) for spending most of the funding, land banks are exempted and may hold properties 
for up to 10 years. 

Land Banks and the Housing and Economic Recovery Act of 2008 

The statutory provision authorizing the creation of what is known today as the Neighborhood 
Stabilization Program is found in section 2301 of the Housing and Economic Recovery Act of 2008, 
as amended by the American Recovery and Reinvestment Act of 2009.  That statute simply says, in 
section 2301(c)(3) that �“amounts made available under this section may be used to �… (c) establish 
and operate land banks for homes and residential properties that have been foreclosed upon;�” 

The Neighborhood Stabilization Program regulations published in the Federal Register on October 
6, 2008 provide the following description of a land bank: 

 
�“A land bank is a governmental or nongovernmental entity established, at least in part, 
to assemble, temporarily manage, and dispose of vacant land for the purpose of 
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stabilizing neighborhoods and encouraging re-use or redevelopment of urban property.  
For purposes of the NSP program, a land bank will operate in a specific, defined 
geographic area. It will purchase properties that have been abandoned or foreclosed 
upon and maintain, assemble, facilitate redevelopment of, market, and dispose of the 
land-banked properties.  If the land bank is a governmental entity, it may also maintain 
abandoned or foreclosed property that it does not own, provided it charges the owner 
of the property the full cost of the service or places a lien on the property for the full 
cost of the service.�”2 
 

With respect to the 10-year provision, the HUD regulations state the following: 

 
�“An NSP-assisted property may not be held in a land bank for more than 10 years 
without obligating the property for a specific, eligible redevelopment of that property in 
accordance with NSP requirements.�”3 

Similarity to Banks 

Land banks serve four functions that are directly analogous to more familiar forms of banking: 
storing assets; stabilizing secondary markets; holding capital reserves; and operating within a 
regulatory framework.  The biggest difference might be that whereas traditional banking often 
focuses on national and international markets, land banking specializes in neighborhood and 
community stability and land-use planning. 

Asset Banking 

Land banking engages in asset banking by acquiring inventories of real property, primarily from five 
sources: (1) tax delinquencies and tax foreclosures; (2) excess residential real estate foreclosures; (3) 
foreclosure of government liens arising from housing and building code violations; (4) direct market 
purchases; and (5) third parties�’ �“deposits�” of properties to be held pending redevelopment.  A sixth 
source is property which has been identified as holding potential for development (over a two- to 
five-year time horizon) but for which there is no present market demand.  

A deposit-based program can permit a governmental or not-for-profit entity to transfer ownership 
of property to the land bank, reserving the right to �“withdraw�” the property at any time after paying 
the land bank for holding costs. 

Secondary Markets 

Land banking engages in the equivalent of property-market stabilization by creating the functional 
equivalent of a publicly controlled secondary market.  Its ability to acquire inventory when land has 
no readily available private market lets it address the contraction and expansion of property 
�“liquidity�” relative to demand.  Regulation of private development, traditional zoning initiatives and 
land-use planning are not affected. 

                                                 
2�“Notice of Allocations, Application Procedures, Regulatory Waivers Granted to and Alternative Requirements for
Emergency Assistance for Redevelopment of Abandoned and Foreclosed Homes Grantees Under the Housing and
Economic Recovery Act, 2008.�” Federal Register 73 (6 October 2008): 58330 58349.

3 Ibid.
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Capital Reserves 

Land banking also can serve the functional equivalent of maintaining �“capital reserves.�”  Land-
banking programs maintain real property reserves to respond to a community�’s future strategic 
needs, such as affordable housing, green space, and the like. 

Regulatory Aspects  

As part of a public agency, or as a separate public authority, a land banking program is, and should 
be, required to exercise its authority consistent with the common good.  All real property 
transactions must fall within clearly stated purposes and priorities on land use. These purposes and 
priorities are established by state legislatures, by intergovernmental contracts, or by the local 
governments that create the programs.  

Looking Ahead 

Land banking has come of age.  The time for scaling it up is now, as communities nationwide 
struggle with the impact of record numbers of foreclosures and as funding is made available for the 
first time from Washington.  

Consider all that land banks can do.  They can become depository institutions for surplus lands.  
They can engage in asset banking and eliminate the danger of abandoned land becoming a liability.  
By temporarily reducing the supply and returning it to the market only when private demand 
returns, they can engage in real estate market stabilization when supply suddenly exceeds demand.  
They can create capital reserves of property pending future development capacity or public need.  
Finally, they can regulate the short- and long-term use of the surplus properties they acquire, 
ensuring that they become assets for communities and not liabilities. 

Land banking�’s ultimate objective is to provide a multijurisdictional response to inefficient land 
markets and to reallocate land for inclusionary, sustainable purposes.  Forty years ago, advocates 
urged its adoption as part of federal housing and urban development policy.  The need is greater 
than ever, and the opportunity is here. 

 
Frank S. Alexander is a Professor of law at Emory University School of Law in Atlanta and General Counsel 
of the Center for Community Progress.   This article is drawn from Neighborhood Stabilization & Land 
Banking, COMMUNITIES & BANKING, 20:3 (Federal Reserve Bank of Boston, Summer 2009) and 
from  Land Banking as Metropolitan Policy (Washington, DC: Brookings Institution, 2008). 
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Section IV-D: Rental Strategies to Stabilize Neighborhoods 
 

What�’s in This Section 
 
The role that rental strategies play in getting to end games for different types of markets, and 
specific choices and options for rental strategies.   

 
Overview    
 
Rental is a critical tool for neighborhood stabilization.  It offers an expedient means of keeping 
properties occupied and maintained, both directly and indirectly.  As mortgage financing remains 
tight, foreclosed homeowners seek new accommodations, the recession pushes more families to 
seek rental housing, and the NSP deadline looms, rental strategies can be used to help stabilize 
households and neighborhoods simultaneously.  A number of factors will affect the shape and 
prominence of a city�’s rental strategy, including the current state and end-game of the target 
neighborhood(s), the capacity of acquisition and management partners, the nature of the housing 
stock, the concentration of the rental units, and the variety and terms of capital.  Despite these 
differences, every city every city can integrate rental to some extent into its larger neighborhood 
stabilization strategy.   
 
This section proposes a framework for fitting rental property management into end-game strategies 
for different types of markets, discusses key strategic and operational considerations for those 
designing rental programs, and presents brief examples of promising approaches. 
 

 
I.  Rental Strategies for Different Market Types  
 
For Community Stabilization Markets, rental is often an important interim and/or longer-term strategy 
to keep properties occupied.  Foreclosures are more concentrated in Stabilization Markets than they 
are in Preservation Markets, so asset management can be more efficient.  Given the critical 
importance of occupancy in stabilization markets, rental should be strongly considered as a primary 
strategy.  

 
Rental is a critical long-term strategy for Community Resuscitation Markets.  The siting and blend of 
rental properties is crucial.  For example, acquisition may be concentrated more carefully around 
existing anchors (e.g. employment centers, transit lines, relatively healthy blocks within these 
neighborhoods), while properties farther from these neighborhoods, or properties that are located 
within these neighborhoods but whose acquisition, rehab and maintenance costs exceed projected 
rents, may be likelier targets for other strategies such as demolition and land banking.  In addition, 
because of the prevalence of foreclosures and the weak homeownership markets in these 
neighborhoods, it is critical to influence the management behaviors of other rental property owners.   
 
Community Preservation Markets are not likely to find rental strategies ideal.  Foreclosed properties may 
be too scattered, and the competition for these properties too intense, for rental to be a cost-
effective, scalable approach.  A possible exception is the facilitation of property transfer to �“mom-
and-pop�” landlords who can, with some support, rehab and manage homes to an acceptable 
standard, help keep properties occupied and even preserve affordable housing. 
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II. Strategic and Operational Considerations  

 
Mixing rental and homeownership activity over time 
Those designing and implementing end-game rental strategies must consider a number of factors in 
deciding the mix of rental and homeownership properties over time.  These include: 

 The current characteristics of the market, including: 
 The current homeownership and rental mix ; 
 Housing density; 
 The blend of single-family homes and multifamily housing; 
 Homeownership and rental demand; 
 Availability of residential mortgage financing; 
 The readiness of the target market for homeownership (particularly given current 

economic conditions); 
 Community preferences for homeownership versus rental; 

 Foreclosure-related factors such as: 
 The projected rate of foreclosures and vacancies in the neighborhood over the next 

three to five years: the greater the rates, the more emphasis rental (and demolition) 
may merit over homeownership; 

 The projected absorption rate of the foreclosed properties, to the extent that such 
projections can be confidently made during this volatile period; 

 The breadth across which the foreclosed properties are scattered�—the wider the 
area, the more difficult and expensive it will be to manage the properties; 

 Revenue and Financing Sources:   
 The sources of acquisition capital, including NSP, tax credits, and debt and equity, 

and their terms (e.g. property eligibility, length of loan term, rehab reserves); 
 The projected rents relative to the cost of maintenance.  As one interviewee stated:  

�“Eventually you�’re going to have to sell this stuff.  What�’s your strategy for managing 
when you get below the level that the revenue stream covers your costs?�”   

 The composition of the overall rental portfolio.  �“Bringing [all] properties into the 
black is the ultimate goal,�” stated a housing authority official interviewed for this 
piece, �“but there are projects�…that we can only fix so much�…knowing this, a 
portfolio balance sheet is as important as individual property balance sheets.�”  Rehab 
reserves and the potential for cross-subsidy are particularly important considerations 
in determining the mix of properties within the rental portfolio. 

 Management Factors: 
 The diversity and capacity of the entity/ies that would manage the assets�—entities 

without the skill sets or balance sheets to manage rental housing risk bankrupting 
themselves and returning properties to vacancy and abandonment in the process; 

 The managing entity or entities�’ current holdings in the target neighborhood.  As one 
interviewee explained:  �“If you can only pick up two additional properties [in a given 
neighborhood] and you already have five, you can take advantage of economies of 
scale that you otherwise couldn�’t;�” and 
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 The number and proximity of properties that partners can acquire and manage over 
time.  Without a critical mass of properties, particularly for scattered-site, 
management and maintenance can become prohibitively inefficient and expensive. 

 
Balancing multifamily and scattered-site:  
Discussions about rental management often start with the question:  �“Are we talking about 
multifamily or scattered-site?�”  The reclamation of single- and multifamily properties can have 
differential effects on resident and investor perceptions of a neighborhood�’s future.  For example, in 
one neighborhood, a flagship multifamily renovation project may be more powerful than the 
rehabbing of a few properties within a half-mile radius, while the opposite may be true in, say, a 
neighborhood where that same building is less integrated into the fabric of the community (e.g. 
physically isolated from other housing stock).  
 
However, such strategic questions often give way to discussions of the very real operational 
differences between large multifamily and scattered-site property management.  The field has 
generally shown far more proficiency managing large multifamily housing developments, particularly 
due to perceived efficiencies and economies of scale in management and maintenance. As one 
interviewee put it, �“many developers will say they�’ve nailed down property management.  But the 
caveat is that they�’re talking about multifamily.�”  Moreover, a general bias in public and nonprofit 
policy towards homeownership may further discourage scattered-site rental management as an 
alternative to single-family and small multifamily homeownership strategies.  However, as 
foreclosures have climbed, disposition financing has tightened and neighborhoods have deteriorated, 
the pursuit of both multifamily and scattered-site rental has become a necessity.  The strategic and 
operational benefits and limitations of each strategy are discussed below. 
 
Multifamily properties can be strategically vital to stabilizing neighborhoods.  When they fall into 
severe distress, they can be particularly cancerous.  Sometimes, as in Chicago, multifamilies may be 
sited in prominent positions, such as on street corners, where their abandonment can overshadow 
nearby neighborhood stabilization projects.  And in stabilization and resuscitation neighborhoods, 
multifamily buildings are the least likely to be purchased by an entity that will return it to productive 
use without outside assistance:  the rents generated are too low to merit extensive rehab, and even 
�“unscrupulous�” investors may struggle to assemble the capital to acquire these properties given the 
current credit crunch.  As a result, these properties are likely to remain vacant and abandoned longer 
if cities don�’t take action to restore them to productivity.  Finally, the rehab of a disinvested 
multifamily building is a particularly visible signal�—a �“billboard of hope�”�—to other homeowners 
that investment may be returning to a neighborhood. 
 
Multifamily rental also has a number of practical advantages over scattered-site management.  As 
mentioned above, multifamily properties are less expensive and more efficient to rehab, manage and 
maintain on a per-unit basis.  In addition, because the units are concentrated and often relatively 
self-contained, managers of multifamily buildings typically have an easier time controlling the quality 
of their buildings and, to some extent, their tenants�—these are particularly important considerations 
in neighborhoods markets made volatile by foreclosures. In addition, multifamily properties offer 
easier opportunities for integrating low- and extremely-low-income households (particularly useful 
for the satisfaction of NSP requirements, where such properties are eligible) into mainstream 
developments by providing opportunities for cross-subsidy and a locus for supportive services.   
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Moreover, as several interviewees indicated, multifamily acquisitions offer two ways to help cities 
�“stop the clock�” on the NSP deadline.  First, as one interview noted, cities face less competition 
from speculators for large multifamily buildings: 

 
There�’s lots of competition for buildings under $40,000 from investors with cash.  But we bought a 46-unit 

building for $1.2 million�—fewer cash investors can do that.  And because nobody�’s lending, it�’s harder for 
investors to get financing for these acquisitions.  The City gets one of every three smaller buildings it pursues, but it 
has a higher success rate with bigger buildings.   

 
Secondly, while multifamily buildings have longer underwriting and predevelopment processes, they 
can help acquire property more quickly on a per-unit basis, deploying NSP funds faster in the 
process. 
 
While more challenging in some respects than multifamily, scattered-site rental offers some strategic 
advantages.  First, it diversifies the holdings of the acquiring and managing entities, giving them 
some flexibility in site selection and, to an extent, mitigating risk (for example, a fire may burn down 
a whole multifamily building but is unlikely to destroy a whole scattered-site portfolio).  At the same 
time, it enables the owner/manager to spread investment through a target neighborhood, potentially 
encouraging nearby homeowners to improve or take better care of their own homes.   Finally, it 
enables cities to enlist more parties to rehab and management, such as mom-and-pop investors, 
owner-occupant landlords, and, to the extent advisable, CDCs. 
 
The primary operational advantage is somewhat less labor-intensive acquisition�—it takes less capital 
to buy and rehab one 1-4 unit property than a 500-unit building, and it frees the developer from 
dependence on tax credit markets, a particular benefit over the next few years.  In addition, once 
systems are put in place to manage the additional costs of scattered site management (e.g. for bill 
payment, rent collection and tenant management), some economies of scale can be achieved.  The 
more tightly clustered the properties are, the fewer units it takes to reach the critical mass needed to 
manage these sites sustainably.   Finally, just as it is easier to acquire and rehab a smaller unit, it may 
also be easier to sell an individual unit, though many other factors also influence the salability of a 
given home.  One disadvantage to scattered-site that should be noted is that rental management 
does not offer any advantage in buying foreclosed properties over an acquisition leading to 
disposition by sale. 
 
In many neighborhoods, both multifamily and scattered-site rental strategies are likely to be 
important.  A scaled, efficient scattered-site model in a given neighborhood might not be enough to 
counter the blighting influence of just one prominent multifamily �“cancer property�” in the 
community.  Similarly, while addressing that multifamily �“cancer property�” may have particularly 
stabilizing effect on a block, a neighborhood pock-marked by scattered single-family foreclosures 
may not revive just because the cancer is excised�—and not all of the pock-mark properties can be 
reclaimed and sold at once.  

 
Choosing Partners for Asset Management 
Potential partners for asset management come in all different shapes, sizes, and sectors.  Each has its 
own benefits and limitations.  Potential partners include: 

 Nonprofit property managers:  The Cleveland Housing Network is one of the largest of the 
scattered-site property managers, and The Community Builders is one of the largest 
multifamily scattered site developers.  However, large, high-capacity, nonprofit scattered-site 
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managers are rare, and small nonprofits rarely manage scattered-site rental effectively, 
efficiently or sustainably.  To address the problems created by lack of scale, CDCs in some 
cities, including Boston, are exploring models to share asset management functions. 

 Housing Authorities and Redevelopment Agencies:  These entities are potential partners in 
both development and asset management.  They often already own or subsidize other assets 
in target neighborhoods, have capital resources beyond NSP, as well operational and human 
resources at their disposal, and may be able to achieve greater economies of scale.  
Moreover, in certain markets neighborhood stabilization strategies may overlap with existing 
revitalization or public housing transformation strategies (such as in Sacramento and 
Chicago, respectively), creating the potential for more powerful end-game outcomes.  Where 
the Housing Authority and Redevelopment Agency are merged, the opportunities for 
leverage and increased impact become even more powerful. 

 For-profit managers:  As one interviewee for this section put it, �“the big boys don�’t play in 
the [scattered site] game.  Too much pain for too little money.�”  However, for-profit 
developers and managers may have interest in multifamily development, and initiatives are 
under way in a handful of cities to support �“mom and pop�” investors interested in acquiring 
properties in target neighborhoods, and helping them manage those assets in socially 
responsible ways.  Tools and approaches for potentially influencing those managers are 
discussed below. 

 
III. Financing Rental Development 
 
Financing rental development can be difficult for a multitude of reasons.  These include: 

 Regulatory impediments to using NSP (and NSP II) for acquisition.  Key issues include 
difficulty in finding properties eligible for NSP funding, difficulty in getting developer 
fees paid out and restrictions imposed by the Uniform Relocation Act for working with 
tenants of foreclosed properties; 

 Frozen Tax Credit Markets, and frozen credit markets more generally; 
 Difficulty projecting revenues from target rental properties in light of neighborhood 

market volatility; and 
 Budget shortfalls at the state and local levels limiting the availability of subsidies, credit 

enhancements, and other fiscal tools 
 
Despite these and other challenges, there are some options for financing development in the next 
three to five years.  Where NSP funds can be used, rental strategies can help localities meet their 
ELI requirements and leverage other rental resources (e.g. vouchers).   In addition, some developers 
have been able to advance tax credit deals despite the frozen markets�—McCormack Baron Salazar, 
for example, was recently able to do this in the rehabilitation of the Hurricane-damaged CJ Peete 
Housing Complex in New Orleans.   In addition, public entities such as housing and redevelopment 
authorities have an array of subsidies and incentives, such as vouchers, construction loans and other 
tools, to finance the work.  Also, where NSP funding is not used, cross-subsidy remains an option.  
Credit enhancements from foundation, government or nonprofit lenders may be particularly 
important in the coming years as traditional development lenders remain conservative (this 
proposition, however, is not unique to rental).  Finally, other traditional public finance tools, where 
available, can be used.  The Sacramento case below, for example, illustrates the value of a Tax 
Increment Financing District to the reclamation of a cluster of distressed multifamily properties.  
Public financing, however, is not the only option for financing rental development.  The Chicago 
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case study illustrates an approach that integrates, but does not rely exclusively on, NSP as the source 
of rehab financing for rental that ultimately functions like a mortgage. 
 
Blending acquisition and influence to �“change the game�” 
As is the case with homeownership approaches, rental strategies offer opportunities both to control 
properties directly through acquisition and management as well as to influence the acquisition, rehab 
and management behaviors of other buyers.  Public financing can be particularly valuable here.  NSP 
has been used successfully to influence rehab for both homeownership and rental.  In Sacramento 
and Chicago, for example, NSP funds have been used to provide rehab loans, ensuring that 
properties are repaired to an acceptable standard.  Another approach has been to provide developer 
fees to rehabbers who have met certain standards for NSP-eligible properties, though this strategy 
may be more common with for-sale properties.   Outside of NSP, vouchers can help fill single-
family and small multifamily units and, potentially, as leverage to ensure proper maintenance of 
these properties.  Project-based subsidies for owners who agree to keep rents affordable for a 
defined period of time have been used in the past and may be especially appealing in today�’s market.   
 
Non-financial approaches can also be valuable to influencing rental management, both for 
foreclosed properties and for other properties near them.  For example, landlord and property 
management education, especially when paired with rehab financing or vouchers, can be a relatively 
low-cost way to influence disposition and help investors �“do the right thing.�”  And in 
neighborhoods or developments where rental conditions are influenced by tenant organizations, 
strategic acquisition or community organizing can help pressure landlords to maintain their 
properties at a higher standard, reducing the acquisition pressure on the city.  This section stops 
short of recommending one strategy or tactic, financial or otherwise, over another in a given 
situation, but this issue merits further consideration.  In many cases, we suspect that both are likely 
to be called for in a given neighborhood. 
 
Another subject that merits further exploration is approaches to influencing �“e-bay landlords�”�—
investors from faraway lands who purchase properties on the internet, sight unseen, and arrive to 
find their nest-eggs in great disrepair and often with liens that, combined with rehab costs or even 
by themselves, exceed the potential return on further investment.  These properties may be targets 
for discounted acquisition from such buyers, but specialized programs for these investors, 
potentially offering features such as expedited processing of (or perhaps even amnesty from) fines 
and liens incurred prior to purchase (or transfer of these liens to the seller in cases where they were 
not properly disclosed), technical assistance and landlord training, and/or contract rehab and asset 
management, may benefit from further discussion. 
 
 
IV. Conclusion 
 
Despite the philosophical and operational bias of neighborhood stabilization programs towards 
disposition for homeownership, rental remains a critical strategy for stabilizing both neighborhoods 
and households. It is a vital strategy for keeping homes occupied in the short- and medium term, 
preserving affordable housing in the medium- to long- term, and offers another approach and set of 
tools to influencing the acquisition and management of properties in markets where public and 
nonprofit action and financing are insufficient on their own.  Though the field has long been 
challenged to develop and implement successful, sustainable models, particularly with scattered-site, 
the foreclosure crisis has sparked some innovative approaches, and drawn attention to more 
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established ones, as ways to stabilize neighborhoods.  These innovations offer valuable lessons for 
those seeking to design the future of the field.   
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Case Studies of Rental Strategies 
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Scattered-Site Property Management: 
Cleveland Housing Network (CHN) 

 
Contact:  Rob Curry, Executive Director, CHN, (216) 774-2340, rcurry@chnnet.com 
 
CHN has the largest nonprofit scattered-site portfolio in the country.  In order for an of-scale 
affordable housing property management firm to be successful in managing a scattered site 
portfolio, CHN Executive Director Rob Curry emphasizes that it is important for the firm to 
understand the significant differences between multifamily property management and single family 
property management. 
 
First, he argues, scattered-site management relies far more on the tenant to engage in basic 
maintenance.  Whereas multifamily developments have sufficient resources and on-site capacity to 
do landscaping, change light bulbs, and so on, CHN�’s model relies on the homeowner to do much 
of this work.  The model also requires CHN to prioritize maintenance�— Curry points out that a 
property manager could easily spend thousands of dollars per home per year on maintenance�—far 
more than it would receive in rent�—if it is not judicious about the maintenance it chooses to do.  
Prioritizing maintenance, without building up a backlog of deferred maintenance costs, can be tricky. 
 
In addition, Rob acknowledges that doing scattered-site management requires the owner to 
understand the limits of its control.  �“As a rising tide lifts all boats, a falling tide sinks them�”, Curry 
says.  This means that a highly scattered-site model requires an acknowledgement that the owner has 
limited control over the value of its property in light of other dynamics, particularly foreclosures and 
neighborhood crime.  As a result, Curry points out that CHN has become much more intentional 
about its siting.  It has been concentrating efforts, for example, in six neighborhood �“Strategic 
Investment Initiative�” target areas that were selected based on various anchor projects that are 
positively impacting market dynamics.  Fundamental to this decision is an acknowledgement that 
Cleveland is a shrinking city and that investment around economic assets is much likelier to yield 
positive results over time. 
 
Finally, scattered-site development requires different systems than multifamily.  The manager has to 
be able to manage a higher volume of individual transactions (e.g. property tax bills, utility bills, etc.)  
Once the systems are in place, Curry argues, the number of properties is less material, but he also 
acknowledges that the larger the number of properties owned, the greater the economies of scale. 
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Rental Strategies in Resuscitation Neighborhoods: 
Sacramento Housing and Redevelopment Agency (SHRA) 

 
 
Contact:  Geoffrey Ross, Redevelopment Manager, Housing and Community Development, 
SHRA, (916) 440-1357, gross@shra.org  
 
Sacramento has engaged in one of the most robust geographically targeted multifamily efforts in the 
country.  Multifamily is one piece of a three-prong NSP strategy�—the other two pieces are (1) 
partnering with builders that are under contract to purchase properties with their own resources, 
then receive a rehabilitation loan from SHRA (the Agency provides rehab loans to ensure that the 
development meets its rehab standards), and upon sale to an NSP eligible homeowner-occupant the 
participating builder receives a developer fee; and (2) acquisition and transfer of SHRA purchased 
NSP properties to mission-driven developers to help meet ELI requirements and create affordable 
housing.  Each of these strategies consumes about one-third of Sacramento�’s roughly $30 million 
NSP allocation. 
 
The City of Sacramento�’s multifamily strategy is focused in the Phoenix Park (Fmr. Franklin Villa) 
neighborhood, and integrates NSP funding into an existing neighborhood revitalization strategy.  
According to Ross, Franklin Villa was developed in the late 1960s as a senior citizen condo 
community in five separate subdivisions 
represented by five distinct homeowner 
associations (HOAs) in the Franklin Villa 
community.  The neighborhood has a total of 
943 units comprised of 700 �“fourplex�” units 
and 243 townhouse units.  The fourplexes are 
located in the northern section of Franklin 
Villa, while the townhouses are located in the 
southern section (see Figure 1).  The HOAs 
for each subdivision, comparable to co-op 
boards on the East Coast, have fairly strong 
authority to enforce common maintenance 
and property treatment standards.  Over the 
decades, unfortunately, absentee landlords 
and investors came to control significant 
portions of the housing stock in Franklin 
Villa, preventing other residents from 
exercising control over the condition of their 
neighborhoods�—a problem further 
exacerbated by the recent spike in 
foreclosures in the neighborhood.  
 
SHRA had already committed to reclaiming 
this neighborhood through three strategies:  1) 
an aggressive acquisition and rehabilitation 
initiative by SHRA, 2) implementation of 
crime prevention measures, and 3) enhanced coordination of social services.  Within their first 

Figure 1: Map of Phoenix Park / Franklin Villa
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strategy, SHRA�’s goal is to gain enough control of blocks of fourplex housing to take majority stakes 
in Homeowners�’ Associations, using this position to get the flippers and investors out of power in 
these neighborhoods.  SHRA was already acquiring fourplexes in the neighborhood before NSP, but 
NSP presented the Agency its first truly project-appropriate funding source to continue its efforts 
since completing the first phase of the neighborhood transformation.  In its first phase of 
acquisition, SHRA purchased and combined two subdivisions (400 units as part of an $80 million 
project) in the center of Franklin Villa, transforming it into the core of what is now known as 
Phoenix Park.  SHRA has continued to concentrate other acquisitions around the area to gain 
control of the remaining three HOAs.  Initially as part of NSP, SHRA designed a new phase of 
acquisitions to focus on the Morrison Creek Estates subdivision (one of the remaining three 
subdivisions of the Franklin Villa neighborhood) as a 40-unit project.  The limits of NSP and market 
realities have required SHRA to remain fluid and resize the project to seek the acquisition of 20 
units.  As part of the first phase of Phoenix Park, SHRA already owned 57 units in Morrison Creek 
and as part of the NSP activities has purchased 4 additional units with 15 more targeted.   

 
Many of the properties acquired or soon to be acquired by SHRA are adjacent to each other, but 
some are one or two units away.  According to Ross, the units are generally close enough together 
and of sufficient number to represent a critical mass (about 50 units, Ross estimates) to make on-site 
property management feasible.  Moreover, the concentration of affordable housing makes it possible 
for the Agency to offer supportive services to residents without overly concentrating poverty 
(Phoenix Park also has several market-rate units as part of the townhouses in the southern portion 
of the neighborhood in which the Agency has not had to intervene, and many of the properties 
acquired can be inhabited by households earning up to 120% of AMI). 

 
Several factors are critical to the success of SHRA�’s efforts so far.  One is the leadership of a merged 
housing authority/redevelopment agency.  The Agency has construction and management all in-
house, and the staff talk to each other.  These networks help the Agency design and manage 
programs and support the alignment of the local, state and federal resources at SHRA�’s disposal.  
Second is the existence of a TIF district in direct proximity to Phoenix Park, from which resources 
can be drawn to support the Phoenix Park initiative.  While Ross argues that the Agency could move 
forward with its plan without the TIF district (albeit somewhat scaled back) in Morrison Creek, he 
acknowledges the critical role that TIF financing, and the structure of the TIF itself�—generally 
uncommon outside of California�—has played in helping leverage additional resources (particularly 
important since leverage from NSP on multifamily is about .5:1).  Finally, the rental strategy helps 
the Agency meet its ELI requirement under NSP, which it would be challenged to do otherwise. 

 
According to Ross, the end-game strategy for Phoenix Park is �“to re-integrate it back into the larger 
community.  Historically,�” he says �“you avoided this area unless you had to [be there].�”  The Agency 
consciously seeks to use the HOA structure to influence properties it doesn�’t own.  They see the 
strategy taking at least another five to ten years to succeed, but are committed to the initiative for the 
long-haul. 
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Rental in Stabilization Neighborhoods:  City of Chicago 
 
 
Contact:  Susan Leske, Senior Program Manager, Chicago Housing Authority, (312) 913-
7602, SLeske@thecha.org    
 
Katie Ludwig, Assistant Commissioner, Chicago Department of Community Development, 
(312) 744-0268, katie.ludwig@cityofchicago.org  
 
Also consulted:  Bill Goldsmith, President, Mercy Portfolio Services 
 
As part of its neighborhood stabilization strategy, Chicago has three critical components to its 
approach to rental.  First, Mercy Portfolio Services, a quasi-public entity formed by the City and 
Mercy Housing, serves as a conduit for foreclosed properties to responsible owners and developers.  
As part of this process, MPS has begun to convey properties for homeownership, rental and (a few 
for) demolition.  Progress was slowed for a time as the collaborative assembled its financing 
vehicles, but multifamily properties are now being underwritten.    
 
According to Goldsmith and Ludwig, the City and Mercy make building typology and exit strategy 
tenure choices based on three factors: 

1) Which buildings will have the greatest stabilizing impact: Multifamily buildings, because of 
their size and location, usually on corners, are particularly important for this purpose; 

2) Meeting the 18-month NSP requirement: as mentioned earlier in this section, larger 
buildings help the city alleviate the time pressure on deploying NSP funds by buying more 
units at one time and by occupying a niche that fewer investors can inhabit in the current 
credit environment; and 

3) Market Conditions:  Though Chicago faces downward pressures on rent, increasing the 
risk factor for multifamily rental, MPS still considers it a safer bet than single family in 
most but not all cases.  �“Single family rental may be an option down the road�”, says 
Goldsmith, "but we are not there yet." 

Second, the Community Investment Corporation (CIC), a consortium of banks and other lenders, is 
using its own capital, reimbursed by NSP funds, for construction loans to rehabbers of multifamily 
properties, thus ensuring that rehab is done to an acceptable standard.  CIC also makes a permanent 
loan that repays a portion of the NSP funds on each property. The income from these properties 
then pays back the loan.  CIC�’s existing network of mom-and-pop developers and property 
managers, as well as the property management and other trainings it offers its borrowers, presents a 
promising platform for rental activities in the context of neighborhood stabilization.   
 
Finally, the Chicago Housing Authority (CHA) has worked to integrate neighborhood stabilization 
goals into its larger public housing transformation process.  CHA is a �“Moving to Work�” Housing 
Authority. By agreement with HUD, the Authority has, as part of a series of reforms, transferred 
property management functions to outside entities and made use of vouchers and other tools to de-
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concentrate public housing tenants, helping them move to areas of greater opportunity4.  This 
arrangement makes it more difficult for the Housing Authority to concentrate its activities in some 
of the same neighborhoods that MPS does.  However, it does allow the Authority to target 
neighborhoods adjacent to MPS�’ target communities, compounding the effect of their investments.  
The Authority can purchase properties, rehab them (or rehab properties purchased through MPS) 
and lease them.  Susan Leske, Senior Project Manager at CHA, sees this strategy as essential to 
preserving the stability of these neighborhoods.  �“There�’s definitely a [rental] market now with 
everything that�’s happened.  If you want to occupy units you have to offer that.�”  

 
  

 
 
 
 

                                                 
:

http://www.hud.gov/offices/pih/programs/ph/mtw/chicago.cfm
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Section IV-E: Key Federal Programs Addressing Foreclosure  
 

Program 
Name

Dept/ 
Agency Recipients Funding

For Additional 
Information

Neighborhood 
Stabilization 
Program 
(NSP1) HUD

308 states, cities 
and counties.  Cities 
and counties 
received funds based 
on HUD's needs 
analysis formula.  

Each state received 
at least $19.6 
million; each 
city/county grantee 
received at least $2 
million.

www.hud.gov/nsp               
http://hudnsphelp.info

NSP2 HUD

Awarded by 
competition to 56 
grantees in 28 
states.  36 of the 
awardees are 
consortiums.

$2 billion from the 
2009 American 
Recovery and 
Reinvestment Act 
(ARRA) Stimulus 
bill.  

http://www.hud.gov/offices/
cpd/communitydevelopme
nt/programs/neighborhood
spg/arrafactsheet.cfm

NSP 
Technical 
Assistance HUD

Awarded by 
competition to 10 
technical assistance 
providers; 3 are 
regional providers.

$50 million from the 
2009 ARRA 
Stimulus Bill.

http://hudnsphelp.info/        
http://www.hud.gov/offices/
cpd/communitydevelopme
nt/programs/neighborhood
spg/nspta.cfm

Public-Private 
Investment 
Program 
(PPIP)

FDIC/ 
Treasury/ 
Federal 
Reserve

Directs capital to 
banks with troubled 
assets through the 
Legacy Loans and 
Legacy Securities 
Programs.

$40 billion in 
purchasing power: 
$30 billion of TARP 
funding and $10 
billion in private 
equity capital.

http://www.financialstabilit
y.gov/roadtostability/public
privatefund.html

Hope for 
Homeowners 

HUD/ 
FHA

Will offer 30-year 
fixed-rate mortgages 
to borrowers 
struggling to pay 
their mortgages.

FHA will insure up 
to $300 billion in 
new loans.

http://www.hud.gov/hopefo
rhomeowners/

National 
Foreclosure 
Mitigation 
Counseling 
Program 
(NFMC)

Neighbor-
Works

160 direct grantees; 
1700 subgrantees. 
Neighborworks-
certified counselors 
and state Housing 
Finance Agencies. 

4 rounds of funding 
since 2008, totaling 
$475 million 

http://www.nw.org/network
/nfmcp/

Making Home 
Affordable --
Home 
Affordable 
Modification 
Program 
(HAMP)

Treasury/ 
Federal 
Housing 
Finance 
Agency 
(FHFA)

Provides financial 
incentives to banks 
and servicers modify 
loans, and incentives 
to borrowers to keep 
current on their 
payments.

$75 billion to keep 
up to 3 to 4 million 
Americans in their 
homes (same $75 
billion as Making 
Home Affordable).

http://makinghomeaffordab
le.gov/

Making Home 
Affordable -- 
Home 
Affordable 
Refinance 
Program 
(HARP)

Treasury/
FHFA

Provides financial 
incentives to banks 
and servicers 
refinance loans.

$75 billion to keep 
up to 3 to 4 million 
Americans in their 
homes (same $75 
billion as Making 
Home Affordable).

http://makinghomeaffordab
le.gov/

Home 
Affordable 
Foreclosure 
Alternatives 
Program 
(HAFA) Treasury

Provides financial 
incentives to 
borrowers, servicers, 
and investors to 
improve the short 
sale process.  

Part of the $75 
billion of Making 
Home Affordable.  
Program will take 
effect April 5, 2010.

https://www.hmpadmin.co
m/portal/docs/hamp_servi
cer/sd0909.pdf

Description

Support local/state efforts to stabilize 
neighborhoods hard hit by the 
foreclosure crisis.   Eligible uses 
include financing mechanisms, 
acquisition/rehabilitation, land banking, 
demolition, and redevelopment.

A second round of funding for the NSP 
program.  Same eligible uses, but in 
addition to states/cities/counties, 
consortiums with nonprofits and for-
profits are eligible.

Support localities to deploy NSP1 and 
NSP2 funds.  Operates on a demand-
response system whereby HUD directs 
technical assistance to grantees.  
Primary focus is on NSP1 grantees.

Refinancing for borrowers who are 
current on their mortgages but have 
been unable to take advantage of low 
interest rates because of decreased 
home values. Fannie Mae and Freddie 
Mac will allow the refinancing of 
mortgage loans that they own or that 

Streamlines the short sale and deed-in-
lieu of foreclosure process and provides 
incentives to borrowers and servicers to 
avoid foreclosure.

Designed to improve the health of 
financial institutions holding real estate-
related assets by increasing the flow of 
credit throughout the U.S. economy. 
Seeks to improve liquidity, promote 
price discovery, free up capital, and 

Refinance mortgages for borrowers who 
are having difficulty making their 
payments, but can afford a new loan 
insured by FHA.  The goal is to reduce 
mortgage foreclosures.
Build the capacity of counseling 
organizations engaged in foreclosure 
and default mitigation counseling.  
Counselors assist distressed borrowers 
and help them get into more affordable 
loans.

Gives homeowners with loans owned or 
guaranteed by Fannie Mae or Freddie 
Mac an opportunity to refinance into 
more affordable monthly payments.  
The goal is to increase and speed up 
loan modifications for troubled 
borrowers.

 


