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Neighborhood Stabilization Program
Land Bank Fact Sheet

Land Bank
NSP Definition of Land Bank  A land bank is a governmental or nongovernmental nonprofit entity established, at least in part, to assemble, temporarily manage, and dispose of vacant land for the purpose of stabilizing neighborhoods and encouraging re-use or redevelopment of urban property. For the purposes of the NSP, 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.
Housing and Economic Recovery Act

· Establish financing mechanisms for purchase and redevelopment of foreclosed upon homes and residential properties, including such mechanisms as soft-seconds, loan loss reserves, and shared-equity loans for low- and moderate- income homebuyers
· Purchase and rehabilitate homes and residential properties that have been abandoned or foreclosed upon, in order to sell, rent, or redevelop such homes and properties
· Establish land banks for homes that have been foreclosed upon
· Demolish blighted structures
· Redevelop demolished or vacant properties
Eligible activity
NSP funds used for land banking must correlate with an eligible activity under 24 CFR 570.201(a) Acquisition & (b) Disposition:
a) Acquisition in whole or in part by the recipient, or other public or private nonprofit entity, by purchase, long-term lease, donation, or otherwise, of real property (including air rights, water rights, rights-of-way, easements, and other interests therein) for any public purpose, subject to the limitations of Sec. 570.207.
b) Disposition, through sale, lease, donation, or otherwise, of any real property acquired with CDBG funds or its retention for public purposes, including reasonable costs of temporarily managing such property or property acquired under urban renewal, provided that the proceeds from any such disposition shall be program income subject to the requirements set forth in Sec. 570.504.  (Temporarily managing includes maintenance, assembly, facilitating the redevelopment of, and marketing of land banked properties.  NSP funds may be used for basic, reasonable maintenance intended to stabilize the property.)
1) What makes a NSP land bank activity different from other CDBG eligible activities?

Land banks are not allowed in the regular CDBG program because of the very high risk that the delay between acquiring property and meeting a national objective can be excessively long.  In the regular CDBG program (and in the NSP other than in an eligible land-bank use), a property acquisition activity is dependent on the national objective met by the subsequent reuse of the property in order to demonstrate program compliance.  

For purposes of land bank activities in the Neighborhood Stabilization Program, a land bank acquires foreclosed or abandoned properties that do not have a designated specific, eligible redevelopment use in accordance with NSP requirements.  HUD does not believe the benefits of just holding property are sufficient to stabilize most neighborhoods or that this is the best use of limited NSP funds absent a re-use plan.  Therefore, a land bank may only hold the property up to ten years before it obligates the property to an eligible NSP use.

2) How does one qualify a land bank activity under National Objectives?

If an assisted land bank is not merely acquiring properties, but is also carrying out other activities intended to arrest neighborhood decline, such as maintenance, demolition, and facilitating redevelopment of the properties, HUD will, for NSP-assisted activities only, accept that the acquisition and management activities of the land bank may provide sufficient benefit to an area generally (as described in 24 CFR 570.208(a)(1) and 570.483(b)(1)) to meet a national objective (LMMA) prior to final disposition of the banked property.  HUD notes that the grantee must determine the actual service area benefiting from a land bank’s activities, in accordance with the regulations.  

3) How does one report on land bank program activities in the Neighborhood Stabilization Program?

The definition of land bank and eligible uses under the NSP Notice is a narrower definition than a grantee’s land bank may pursue.  If a land bank intends to perform activities with NSP funds that do not meet the CDBG definition of acquisition or disposition, it must report it as an alternative NSP eligible use (i.e., financing mechanisms, purchase and rehabilitation, demolishing blighted structures, or redeveloping demolished or vacant properties).  For example, a land bank that undertakes a rehabilitation program should report the rehabilitation as a redevelopment eligible use and a CDBG rehabilitation eligible activity.
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http://www.hud.gov/offices/cpd/about/conplan/foreclosure/landbanks.cfm
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