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HDR CURRENT DEVELOPMENTS

Since RHA must have an inspection, appraisal, envi-
ronmental review, and, for properties over 50 years old,
a historic preservation review, it is difficult to compete
for a property on the open market, Morton said. An envi-
ronmental review takes a week to 10 days, and the his-
toric preservation review takes up to 30 days, and the
reviews must be completed before RHA can obligate
funds, Morton noted.

Property Search

Morton said that RHA searches for potential troubled prop-
erties by, for example, driving through neighborhoods to
scout out homes with lock boxes or a notice that that a
house has been winterized. At times, RHA has performed
an inspection before a property is officially offered for
sale.

RHA performs its own inspections, but contracts out
most of the rehabilitation work, and the city performs
environmental reviews. In this economy, bargains are
found for construction and appraisers, said Morton, who
added that the business has helped keep some contrac-
tors in business.

RHA could purchase additional foreclosed properties
if it had more funds, said Morton. RHA may get addi-
tional NHP formula funds through a state reallocation
this year, and it has been awarded $21.0 million in Ameri-
can Recovery and Reinvestment Act (NSP2) funds as the
lead agency for the consortium.

Under the plan it submitted, RHA would purchase about
200 vacant foreclosed homes for rehabilitation, includ-
ing energy-efficient improvements, over three years. A
portion of these homes would be resold at discounted
prices with grants and forgivable loans to eligible fami-
lies.

In addition, RHA would use properties it owns as col-
lateral for a $1 million loan from the Idaho-Nevada Com-
munity Development Financial Institution, Inc. to buy
additional properties in the NSP2 target areas.

This funding would be used to buy properties at auc-
tion when it is not possible to go through the federal
requirements for buying homes. In addition, the RHA
board has set aside 100 rental vouchers for investors that
purchase vacant foreclosed properties in NSP target ar-
eas, make energy-saving improvements, and submit them
to RHA for designation as project-based voucher dwell-
ings. In return for this private investment, RHA would
commit a rental subsidy for 10 years.

AFFORDABLE HOUSING

Los Angeles Finds Problems with
Neighborhood Stabilization Program

The Los Angeles neighborhood stabilization program
(NSP) has gotten off to a slow start, due in part to com-
petition for properties from investors and high rehabili-
tation costs, according to a third quarter 2009 report
from the city housing department.

The city received a $32.8 million NSP grant and oper-

ates a walk-in program that provides purchase and reha-

bilitation funding to eligible home buyers. Restore
Neighborhoods LA., Inc. (RNLA), a nonprofit, also pur-

chases real estate owned (REQ) properties for rehabilita-
tion and resale to home buyers.

In some of the lowest-income neighborhoods, there has
been unusually high demand for foreclosed properties,
with investors who are cash purchasers competing with
low- and moderate-income NSP buyers, the city said. Real
estate brokers reportedly prefer easy cash deals from sales
of “as is” properties that can close quickly.

Rehabilitation Needs

Rehab needs are substantial, and the city has found that
many problems are hidden from home buyers. Some NSP
sales have been canceled after inspection because the re-
habilitation cost exceeded the $75,000 limit the city has
set. The city also reports that many listing agents and
brokers for REO properties avoid FHA or VA financing
because of the inspection requirements.

To address these problems, the housing department has
held training sessions with over 700 lending and real
estate professionals. The city revised the purchase assis-
tance loan documents to remove reference to the reha-
bilitation requirements for the property.

Some lenders have refused to fund loans if these re-
quirements are mentioned, believing that their investors
will not buy the loans with this documentation. Instead,
the city has created separate loan documents to be ex-
ecuted by borrowers after the close of escrow.

The housing department said that if properties in the
walk-in purchase program can’t be rehabilitated to its
standards, it will transition the program primarily to sup-
port buyers of properties that have been purchased and
rehabilitated by RNLA prior to sale.

RNLA had reviewed over 90 properties referred through
the National Community Stabilization Trust and had 17
in its production pipeline in the third quarter. RNLA also
has taken steps to obtain properties from other sources,
including REO listing brokers and Fannie Mae.

MORTGAGE FINANCE

FHFA Issues Final Rules to Allow
Non-Insured CDFIs to Become
Federal Home Loan Bank Members

The Federal Housing Finance Agency (FHFA) has is-
sued final regulations implementing Housing and Eco-
nomic Recovery Act (HERA) provisions authorizing
community development financial institutions (CDFIs) to
become Federal Home Loan Bank (FHLB) members.

The rules were published in the January 5 Federal Reg-
ister and go into effect on February 4.

The newly eligible CDFIs include community develop-
ment loan funds, venture capital funds, and state-char-
tered credit unions without federal insurance that are
certified by the CDFI Fund. CDFIs which are federally
insured depository institutions were already eligible for
FHLB membership.

In a revision to the proposed regulations published on
May 15, 2009, the final rules make clear that CDFIs which
are holding companies for insured depository cannot ob-
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