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Introduction



Step 1: Defining the Problem









Step 2: Policy Evaluation Criteria

neighborhood stability







Step 3: Policy Alternatives





 

 
 

 
 

 

 

 

 



 

 

 

 

 



 

 

 

 



 

 



 
 
 
 
 
 
 
 
 







Table 1: Comparison of NSP1, NSP2, and NSP3 attributes

NSP1 NSP2 NSP3

Year

Act passed in 2008 (Division
B, Title III of the Housing
and Economic Recovery Act
[HERA] of 2008)

Announced and applications due in 2009
(Title XII of Division A of the American
Recovery and Reinvestment Act of 2009,
[the Recovery Act]. Awards announced
2010.

Passed July 2010 (Dodd Frank
Wall Street Reform and
Consumer Protection Act).

Amount $3.92 billion $2 billion ($50 million set aside for technical
assistance)

$1 billion (up to 2% set aside for
technical assistance)

Methodology
of Awards

HUD provided grants to all
states and selected local
governments on a formula
basis.

Competitive application process open to
local governments and nonprofits;
collaborations were encouraged and could
include private sector partners. Grantees
were selected on the basis of foreclosure
needs in their selected target areas, recent
past experience, program design and
compliance with NSP2 rules.

Distributes funds by the formula
allocation used for NSP1.

Eligible Uses

NSP funds may be used for
activities which include, but
are not limited to:

Key Changes: Key Changes:

Establish financing
mechanisms for purchase
and redevelopment of
foreclosed homes and
residential properties.

Minimum purchase discount changed
from 5% to 1% for individual properties, and
from 15% to 5% average for the overall
portfolio.

Funds available until
expended.

Purchase and rehabilitate
homes and residential
properties abandoned or
foreclosed.
Establish land banks for

foreclosed homes.

In April, 2010, HUD changed the
definitions of �“foreclosed�” and �“abandoned�”
for the purposes of identifying eligible
properties for NSP1 and NSP2 to include
properties where the mortgage is 60 days
delinquent or tax payments are at least 90
days delinquent. This allows for a property
to be acquired through a short sale, and was
intended to streamline the process of
acquisition. Changes are retroactive to NSP1.

Grantees have 2 years from
the date HUD signs their grant
agreements to expend 50% of
the funds and 3 years to expend
100%.
Establishes a minimum grant

size of $1 million for cities and
counties.

Demolish blighted
structures.

Permits redevelopment or
rehab of �“vacant�” properties to
qualify for the 25% low income
set aside (previously only
�“abandoned or foreclosed�”
homes counted).

Redevelop demolished or
vacant properties

Number of
Applicants N/A 482 N/A

Number of
Awards 309 56 270

Deadlines

Funds are to be obligated
within 18 months of
availability to recipient; and
expended within 4 years.

Recipients must expend 50% of allocated
funds within 2 years of the date funds are
available to the recipient, and 100% of funds
must be expended within 3 years.

Grantees have 2 years from the
date HUD signs their grant
agreements to expend 50% of
the funds and 3 years to expend
100%.



Step 4: Evaluation of Policy Alternatives

 Benefits to the Community=15%
 Political Viability=25%
 Administrative Operability=30%
 Equity=15%
 Sustainability, Affordability, and Risk=15%

regional resilience
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Step 5: Policy Evaluation Matrix



Table 2: Policy Evaluation Matrix
                                                   Policy Alternatives 
Criteria Weight NSP 1 WS* NSP2 WS* NSP3 WS* 

Community 
Benefits 15% 

 Wide range of uses 
 Restrictive regulations 
 Dependent on local civic 

infrastructure/resilience 
 Dependent of local market conditions 
 Dependent of size of grant relative to 

need 

0.9 

 Higher capacity required to receive 
funds 

 Leveraging of funds encouraged by 
structure of grant 

 Competition encouraged well 
designed programs 

 Enhanced geographic targeting 
 

1.2 

 Significantly less funding 
available 

 Fewer units in raw numbers 
 Potential for better program 

design based on improved 
capacity over time/experience 
 

0.6 

Political 
Viability 25% 

 Federal support for policy due to 
crisis environment and bargaining 
ability 

 Local support for policy due to high 
need and wide distribution of funds 

 Policy helpful to private market as 
well 

2 

 Problems from jurisdictions not 
funded 

 Potential political cover from not 
“wasting” funds through direct 
allocations regardless of capacity 

1.2 

 Less funding so less visible 
 Continued threat of defunding 

by House republicans 
1.3 

Administrative 
Operability 30% 

 CDBG “chassis” easier from HUD’s 
perspective, difficult from local 
perspective 

 Highly regulated 
 Restrictive use of funds 
 Problem adapting to evolving 

foreclosure landscape 
 Problems administering for “new” 

grantees or less resilient grantees 

1.2 

 Definitions of eligible properties 
expanded 

 Enhanced capacity and 
comprehensive planning required 

 Additional capacity building and 
technical assistance provided 

 Better control at HUD and easier to 
monitor (fewer grantees) 

1.8 

 Additional flexibility in low-
income targeting eligibility 

 Smaller grants easier to 
administer at local level 

 Local jurisdictions had base of 
experience to build from 

 Potential trouble from new 
rental and vicinity hiring 
requirements 

1.8 

Equity 15% 

 CDBG protections  
 25% low-income set aside 
 Minimum period of affordability 
 Potential problems in meeting low-

income requirements 
 Horizontal equity difficult to achieve 

based on available funds—dependent 
on program design 

1 

 Problems with vertical and horizontal 
equity 

 Areas without program capacity left 
out 

 Otherwise same basic protections 
0.6 

 New focus on affordable rental 
housing 

 Vicinity hiring 
 Low level of funding leaves 

problems of horizontal equity 
 Dependent of program design 
 Otherwise same basic 

protections 

0.9 

Sustainability/ 
Affordability/ 
Risk 

15% 

 Ability to reinvest funding granted 
after initially being prevented 

 Few restrictions of leveraging funds—
highly dependent on program design 

 High risk of running afoul of 
regulations 

 Policy changes create moving target 

0.8 

 Per unit subsidy levels reduced and 
leveraging increased 

 Better planning and capacity means 
fewer risks of program failure 

 Energy efficiency for better long-term 
affordability/sustainability  

 Potential problems with new types of 
grantees 

1 

 Relaxed regulations increase 
ability to meet statutory 
requirements 

 Less funding to address problem 
and lack of leverage required 

 Risk of legislative program 
termination 

0.8 

Total Score: 100% 5.9 5.8 5.4

*WS=Weighted Score

Color Key

0.1 0.8
0.9 1.4
1.5 2.0



Discussion and Conclusions



Recommendations

1. Do not be afraid to create a new program.

Develop a better understanding of the relationship between organizational

capacity, market conditions, and the design of effective foreclosure responses.

forthcoming

quantify

Clarify program objectives.
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