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EXECUTIVE SUMMARY (June 6, 2012) 

 

2012 promises to be one of Baltimore’s worst years for foreclosure.  The City has a better 
infrastructure of foreclosure-related services now than in 2007 when the foreclosure crisis 
began, but the scale of funding required to effectuate a full remedy dwarfs available 
government and non-profit resources.  Private investment must be incentivized.  
 
Anticipating a $10 million cash settlement payment to the City from its own litigation (not the 
AG Servicer Settlement), this Report recommends monetary payments for four programs.  It 
does not list them in order of priority.  It recounts the sums each project needs, but does not 
recommend what sum the City should allocate to each.  It predicts the likelihood that AG 
Servicer Settlement funds will be allocated to each project, but the RFP process for those funds 
is not finalized.  This Report also notes settlement items that fall outside the $10 million 
payment, which are accorded no cash value since they are financially beneficial to the lender.  
 

A. Baltimore Homeownership Preservation Council Home Saver Initiative: $4 million to 
establish a loan pool for a pilot program in Baltimore.  The Program will buy non-
performing loans in bulk, tentatively targeting homes in the Northeast region of the City 
and then work with the homeowners to keep them in their homes. Any settlement 
partner should also agree to sell the Initiative qualifying non-performing loans (no 
monetary cost/credit applied). 

B. Healthy Neighborhoods, Inc.: $8-$10 million to acquire, renovate, and sell an additional 
100 to 140 foreclosed, abandoned, or short sale homes.  HNI is a lean organization with 
proven track record.  Settlement partner should also contribute up to $17 million to 
HNI’s second loan pool (no monetary cost/credit applied for participation). 

C. Maryland Legal Aid Bureau Inc. Foreclosure Legal Assistance Project: $1.5 million (over 
3 years) to provide one-stop civil legal services to families experiencing disruption due 
to foreclosure (either as tenants or homeowners).  Facing drastic LSC and MLSC cuts, 
these vital legal services will be curtailed at a time of increased need.  Families facing 
foreclosure generally have a host of urgent legal needs, debt defense, public benefits, 
employment, landlord tenant, bankruptcy, etc.  

D. City DHCD’s Vacants to Value Program: $1 million to fund an additional 100 homebuyer 
boosters for families buying formerly uninhabitable homes.  Up to $24 million for 
demolition in distressed neighborhoods where the real estate market has collapsed.   
 
The last page of this Report contains a table of measureable outcomes for each 
recommendation. 
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Introduction   

The foreclosure crisis is only the latest development to negatively impact City real estate 

values and homeowner and investor equity, creating residential vacancies, urban blight, and 

cycles of disinvestment in City property.  Beginning in the 1950’s, Baltimore has experienced a 

middle class exodus to the suburbs (along with significant lost industrial and commercial 

enterprises); 1 this exodus is typical of American “Rust Belt” cities.  But our history of residential 

racial segregation, with redlining to deny access to credit in African-American and mixed race 

neighborhoods, makes us particularly vulnerable to disinvestment trends, and the foreclosure 

crisis has predictably inflicted disproportionate damage here.  Baltimore’s estimated 2,000 

foreclosure vacancies have added to and compounded preexisting vacancies.2  In this sense, 

Baltimore was the classic “eggshell plaintiff” when it came to foreclosure damage.  Thousands 

more vacancies here inflicted disproportionate damage compared to that suffered in 

unblemished housing markets.   

                                                             
1 Baltimore’s population has been steadily decreasing since its peak in 1950 at close to 1 million 
inhabitants, Antero Pietila, Not in my Neighborhood, How Bigotry Shaped A Great American City  
p. 217 (2010), to a recent low of 621,000. US Census Bureau, Profile of General Population and 
Housing Characteristics: 2010 Baltimore City, available at 
http://factfinder2.census.gov/faces/tableserivces/jsf/pages/productiveview.xhtml?src+bkmk 
(last visited April 18, 2012). It is only since the 1990s, however that Baltimore has experienced a 
loss of households. Prior to the 1990s population decrease resulted from reduction in the size 
of households (i.e. fewer children) and not because of a net loss of households.  See City of 
Baltimore Master Plan, at 51, available at 
http://www.baltimorecity.gov/Government/AgenciesDepartments/Planning/ComprehensiveMa
sterPlan/TheMasterPlan.aspx (last visited June 5, 2012). 
2  The Baltimore Department of Housing and Community Development (“DHCD”) estimates that 
of the 16,000, vacant uninhabitable properties in the City, close to 2,000 were foreclosed upon 
between January 1, 2007 and December 31, 2011.  Let us be clear, these are not temporary 
vacancies, but properties subject to a “Vacant Property Notice” which means they are 
uninhabitable.  

http://factfinder2.census.gov/faces/tableserivces/jsf/pages/productiveview.xhtml?src+bkmk
http://www.baltimorecity.gov/Government/AgenciesDepartments/Planning/ComprehensiveMasterPlan/TheMasterPlan.aspx
http://www.baltimorecity.gov/Government/AgenciesDepartments/Planning/ComprehensiveMasterPlan/TheMasterPlan.aspx
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An effective remedy to the damage inflicted in Baltimore by predatory lending should be 

part of the overall economic development strategy for the City.3  This Report identifies several 

initiatives that would contribute to and complement ongoing development strategy, building 

from areas of strength, relying upon anchor institutions, and targeting government intervention 

to initiatives that would not otherwise be addressed by the private for-profit or nonprofit 

sectors.   

The last program covered in this Report, the City Housing Department’s (“City DHCD”) 

Vacants to Value (“V2V”) Program, establishes the scale of the neighborhood stabilization 

problem the City faces.  V2V offers a major component of an economic recovery strategy, 

recognizing that large portions of the 16,000 uninhabitable homes in the City need to be 

demolished to forestall further deterioration in the surrounding neighborhoods and to make 

way for positive economic development, whether it be urban farming, community gardens, or 

medium to large scale residential and commercial development.   The first two phases of that 

demolition alone will cost $34 million.  Investment to carry out the ensuing development and to 

renovate and market the salvageable structures could require additional billions.  The sums are 

staggering. 

It is within this context that BEEF makes its recommendations for allocation of 

approximately $10 million of City settlement funds.  This Report’s approach has been to review 

national and local models for addressing the foreclosure crisis and to evaluate not only their 

efficacy, but also the likelihood that they will be adequately funded absent City settlement 

funds.  The ultimate decisions concerning what programs can be funded by settlement sources 

the City controls will be strategic ones, dictated by a constellation of litigation factors beyond 

the purview of this Report (including, for example, what any “partners” to a settlement will find 

attractive).  However, City decision-making will also be informed by what other sources of 

funding are likely to be available to fund worthy foreclosure prevention and recovery measures. 

This Report strives to provide that analysis within the constantly shifting array of national 

settlements, federal and state foreclosure relief, and economic development funding.  The 

overall objective is to target government funds to leverage private investment.  

The foreclosure crisis occurred in large part because the federal government relaxed 

regulation of the mortgage industry and then largely failed to enforce what regulation there 

was.4  This regulatory environment incentivized predatory lending followed by predictable 

                                                             
3See e.g., Jennifer S. Vey, “Building from Strength: Creating Opportunity in Greater Baltimore’s 
Next Economy” (Brookings Institution Metropolitan Policy Program, April 26, 2012)(“Brookings 
Institution Report”)(a report on job development in the Baltimore region).   
4 James H. Carr & Katherine Lucas-Smith, Five Realities About Current Financial and Economic 
Crises, XLIV: 7 Suffolk University Law Rev. at 9-10 (2011). 
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foreclosures on a massive scale.  Entities controlling large sources of consumer capital 

developed enormously profitable models to place unsophisticated borrowers into loans they 

could not afford, sell off the risk of nonpayment on the secondary market by way of mortgage-

backed securities, and then profit again by acquiring the contracts to service the failing loans 

garnering late fees and foreclosure fees.  In Baltimore, as throughout the nation, the most 

economically vulnerable communities were targeted for predatory loans,5 and our African-

American neighborhoods were disproportionately impacted.6  As this subprime house of cards 

collapsed, the economy was thrown into a tailspin causing widespread devaluation of real 

estate, unemployment, and wage erosion for the average residential borrower.  Soon the 

second phase of the foreclosure crisis hit in which the number of prime loans in default eclipsed 

subprime loans.7  

The overall solution to the foreclosure crisis requires a realignment of financial 

incentives for private capital.  In the short run, this requires a regulatory context in which it is 

more profitable for the entities making decisions to forgive principal on a non-performing loan 

instead of foreclosing on the borrower and evicting the family from its home.  The AG Servicer 

Settlement and recent Justice Department, Federal Reserve, and HUD settlements move the 

incentives in the right direction, after several federal voluntary lender initiatives and 

                                                             
5 Debbie Grunstein Bocian, Wei Li & Keith Ernst, Center for Responsible Lending, “Foreclosure 

by Race and Ethnicity: The Demographics of a Crisis” (Durham, NC 2010), available at 

www.responsiblelending.org/mortgage-lending/research-analysis/foreclosures-by-race-and-

ethnicity.pdf; Justice Department Reaches Settlement with Wells Fargo Resulting in More Than $175 

Million in Relief for Homeowners to Resolve Fair Lending Claims, available at 

http://www.justice.gov/opa/pr/2012/July/12-dag-869.html. 

6 Arguments that the foreclosure crisis was caused by public policies to promote 
homeownership among low and moderate income and minority households are groundless.  
Less than 10% of subprime loans between 1998 and 2006, the height of subprime lending, were 
for first-time homeownership.  The majority of subprime loans during that period were for 
refinancing. Carr & Lucas-Smith, Five Realities About the Current Financial and Economic Crises,  
XLIV:7 Suffolk University Law Rev. p. 8 (2011).  Neither did the crisis result from Community 
Reinvestment Act (“CRA”) pressure on lenders to extend loans to unqualified borrowers.  The 
Federal Reserve Board reports that only 6% of high-cost subprime loans made to low and 
moderate income households were covered by CRA. Id.  
7 Carol Gilbert, Maryland DHCD,  “Foreclosure in Maryland: Trends, Policy & Programs at 8 
(March 2012)(In the first quarter of 2007 subprime mortgages constituted only 12.2% of the 
Maryland mortgage market, but 52% of foreclosures.  Prime mortgages in that first quarter of 
2007 were 79.1% of the market and only 29.3% of foreclosures.  During the fourth quarter of 
2011, subprime mortgages constituted 10.3% of the market and 34.7% of foreclosures; whereas 
prime mortgages were 70.8% of mortgages and 50.8% of all foreclosures in Maryland.)    

http://www.responsiblelending.org/mortgage-lending/research-analysis/foreclosures-by-race-and-ethnicity.pdf
http://www.responsiblelending.org/mortgage-lending/research-analysis/foreclosures-by-race-and-ethnicity.pdf
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homeowner foreclosure relief efforts have produced very limited results.8  But a global 

realignment of incentives is nowhere in sight.   

Meanwhile, Baltimore anticipates one of its worst foreclosure years since the crisis 

began in early 2007.  There was a significant lull in foreclosure filings in July 2010 when the new 

Maryland mediation statute took effect at the same time that the robo-signing investigations 

caused several of the biggest banks to institute a voluntary moratorium on foreclosures.  In 

June 2010, there were 10,319 Notices of Intent to Foreclose (“NOI”) 9 filed statewide; in July 

2010, there were only 1,692.  This lull created a backlog of foreclosures which banks have since 

been playing catch-up to file.  The number of NOI’s sent to Maryland homeowners slowly 

increased after July 2010 until it reached a high of 19,488 in April 2011 with approximately 

2,600 NOIs in Baltimore City alone that month.  DHCD reports that it anticipates over 5,000 

foreclosure docketings in Baltimore this year.  

The options for allocation of City settlement funds reviewed below include pilot models 

which can be replicated by larger sources of funds or adapted to the private market (BHPC 

                                                             
8 Neil Barofsky, “Statement of Neil Barofsky, Special Inspector General Troubled Asset Relief 
Program.” House Committee on Financial Services, Subcommittee on Insurance, Housing and 
Community Opportunity p. 3 (March 2, 2011), available at http://financial 
services.house.gov/media/pdf/030211barofsy.pdf (Home Affordable Modification Program  
falling far short of its projections to prevent 3 to 4 million homeowners from losing their homes 
in foreclosure in large part because the servicers that were intended to serve as the engines of 
HAMP are doing “a terribly inadequate job.”).  The Congressional Oversight Panel projects that 
only 276,000 foreclosures will be prevented by HAMP, and several researchers have concluded 
that HAMP will not arrest the foreclosure crisis, despite its $47 billion Troubled Asset Relief 
Program fund allocation. James H. Carr, Katrin B. Anacker, Michelle L. Mulcahy, Annie E. Casey 
Foundation, “The Foreclosure Crisis and its Impact on Communities of Color: Research and 
Solutions p. 10 (Sept. 2011).  Though HAMP sunsets this year, only $1.5 billion had been drawn 
down as of September 2011 because servicers have largely failed to cooperate and cooperation 
was voluntary.  Id. p. 15. 
9 A Notice of Intent to Foreclosure (“NOI”) must be sent to the homeowner (the record owner 
and the mortgagor) at least 45 days prior to filing or docketing a foreclosure action in court.  
Md. Code Ann. Real Prop. Sec. 7-105.1(c).   This NOI must also be filed with the Maryland 
Department of Labor Licensing and Regulation (“DLLR”).  Id.  While all NOIs do not result in a 
foreclosure suit being filed, DLLR and Maryland DHCD monitor the number and distribution of 
NOIs as an indicator of foreclosures to come. City DHCD is in the process of entering an MOU 
with DLLR to have access to the NOI data.  City DHCD obtains quarterly foreclosure filing data 
directly from the City Circuit Court.  And while all foreclosure actions filed do not result in 
foreclosure sales, filings are important indicators of foreclosure activity. There is no filing fee for 
an NOI whereas, the lender must pay $300 to file or docket a foreclosure action. Id. at 7-
105.1(d)(vii). 
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Home Saver Initiative, HNI acquisition and rehab of foreclosed, abandoned or short sale 

homes), or they fill gaps that private market conditions will not presently cover (V2V demolition 

and homebuyer boosters, LAB Legal Services).  

I. AG Servicer Settlement  

This Report recommends projects to be funded by settlement of City litigation.  

However, a potential alternative source of funds for the measures this Report recommends is 

the AG Servicer Settlement.  To understand the potential funding gaps for foreclosure 

programs, a general description of the AG Servicer Settlement is in order.  

Maryland has joined the national Attorney General Mortgage Servicer Consent Order 

announced at the end of February 2012 (“the AG Servicer Settlement”).  This is a settlement 

with the 5 largest servicers in the United States:  Ally/GMAC, Bank of America (Countrywide), 

Citibank, JP Morgan Chase (WaMu), and Wells Fargo (Wachovia), which service more than 60% 

of mortgage loans nationwide.  They own, or their parent bank owns, approximately 40% of 

those loans.  The Maryland AG is in the process of settling also with the next 9 largest servicers.  

The AG Servicer Settlement dictates a host of consumer friendly servicer standards, and 

provides $25 billion in monetary relief nationwide, including in Maryland: 1) $24 million in 

restitution to borrowers who lost their homes; 2) $64 million in benefit to borrowers through 

refinancing; 3) estimated $800 million in benefits through the National Consumer Relief 

Program including principal reduction.10  In addition, the servicers are paying $59,697,470 in 

cash, 10% of which ($5,969,747) is a civil penalty going to the Maryland General Fund.  The 

remaining $53,727,723 is required to be used for housing and foreclosure relief purposes and 

for related investigations and enforcement activities.  Quoting from the Servicer Settlement:  

  

These purposes and activities may include, but are not limited to, 
the provision of housing counseling, legal assistance, criminal and 
civil investigations of fraud related to housing and the 
securitization of mortgage loans, enforcement activities, 
foreclosure prevention, foreclosure remediation, restitution, and 
programs to address community blight or to fund other programs 
reasonably targeted to benefit persons harmed by mortgage 
fraud. 

 

                                                             
10 Only loans that are owned by the settling organizations are eligible for relief from the 

restitution, refinance and principal reduction settlement funds.    
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On May 30, 2012, Attorney General Gansler announced that he was accepting, with a 

couple of revisions, the recommendations of the AG Servicer Settlement Workgroup concerning 

how the almost $54 million discretionary fund can be most productively spent.  Baltimore City 

will receive $10 million from the AG Servicer Settlement to use for demolition and/or for 

Booster payments for buyers of formerly vacant homes.  Three chunks of money will be 

allocated to state DHCD to run an open RFP process for the next three years; it will likely take 

weeks if not months for initial allocations to be made.  Those pools are: $14 million for 

Neighborhood Stabilization, $8.6 million for housing counseling, and $6,227,863 for foreclosure 

legal services.  Three of this Report’s recommended programs (Home Saver Initiative, HNI 

acquisition/renovation/sale, LAB Foreclosure Legal Services) could potentially obtain funding 

through DHCD’s RFP process for the AG Settlement Funds. 

 

Housing counseling for distressed homeowners is key to retaining homes.  In fact, a 

study by the Urban Institute found that homeowners with access to housing counseling were 

approximately twice more likely to cure foreclosure than those without counseling.11  Maryland 

DHCD data indicate that 89% of Maryland completed housing counseling cases resulted in 

positive outcomes for the homeowners.12  For the foreseeable future, however, housing 

counseling appears likely to be funded at reasonable capacity in Maryland.  Because foreclosure 

filings are up, and a portion of every foreclosure filing fee goes to the state-wide Housing 

Counseling Fund, that fund is projected to provide $4 million in 2012.13 In addition, as noted 

above, the AG Servicer Settlement has provided an additional $8.6 million over three years to 

be allocated to the Housing Counseling Fund for distribution via an RFP process.  The 

Workgroup agreed that these amounts will provide relatively adequate housing counseling 

services for the next three years.  In addition, Baltimore City has historically allocated $700,000 

each year of its CDGB funds for housing counseling.  Because of these alternative sources of 

funding for housing counseling, even if the City were to redirect some of the ever dwindling 

CDGB funds to other critical needs, this area seems relatively well funded, and we do not 

recommend allocating any City settlement funds to housing counseling.   

 

On the other hand, since mortgage servicers benefit directly from the work of nonprofit 

housing counselors, in outreach to distressed borrowers who will not respond to the lender, in 

assembling documentation permitting refinancing, and generally providing a professional 

                                                             
11 Urban Institute, National Foreclosure Mitigation Counseling Program Evaluation, Final Report 
Rounds 1 and 2 (December 2011). 
12 Maryland Housing Counselors Network, Inc, et al. “Impact of Maryland Housing Counselors 
(undated, attached).   
13 Carol Gilbert, Maryland DHCD, “Foreclosure in Maryland: Trends, Policy & Programs (March 
2012).   
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advocate interface between the borrower and the lender, a servicer settling with the City could 

be required to agree to a “fee for service” arrangement to reimburse housing counseling 

agencies who assist the settling bank’s distressed borrowers.  This arrangement should be 

accorded no settlement value, however, since it furthers the servicer/lender’s financial interest.  

This settlement aspect should be “stepped” to encourage the lender to streamline its dealings 

with housing counselors requiring it to pay more for counselor services where more of a 

counselor’s time is required for a borrower workout.  

 

Wells Fargo has already initiated a limited, but in many ways excellent, version of a fee-

for-housing-counseling-service system in its Early Resolution Counseling Portal (“ERCP”).  This 

model should be improved and adopted by other servicers.  Wells Fargo should make this 

system accessible to all HUD certified housing counseling agencies in Baltimore City,14 and it 

should improve its payment scale.  With such changes this non-monetary aspect of a 

settlement could meaningfully defray the costs of providing housing counseling to distressed 

homeowners in Baltimore. 

 

None of the programs which this Report recommends for funding are likely to be fully 

funded by the AG Servicer Settlement funds.  The likelihood (or in the case of Vacants to Value 

demolition, the certainty of $10 million) of partial funding from this source, and from other 

available sources, is analyzed in the “Funding Sources” section of each program 

recommendation below. 

 

II. Recommended Programs 

 

A. Baltimore Homeownership Preservation Coalition (BHPC):  
Home Saver Initiative: $4 million 
 

In early 2011, BHPC formed a Home Saver Workgroup to explore the feasibility for 

Baltimore of various financing and acquisition models for keeping homeowners in their homes 

when they default on their mortgages.  The Workgroup is comprised of representatives from 

Abell Foundation, Baltimore Neighborhood Collaborative, Enterprise Community Partners, 

Federal Reserve Bank of Richmond (Baltimore Branch), Healthy Neighborhoods Inc., as well as 

City and State DHCD.  The Abell Foundation ($5k), Enterprise ($10k), Baltimore Housing CDBG 

($10k), and Baltimore Neighborhood Collaborative ($5k) provided seed funding (total $30k) to 

                                                             
14 Currently ERCP is only available to housing counseling agencies which submit 25 or more loan 
modification applications each month.  Only 11 housing counseling agencies are participating 
nationwide with St. Ambrose the only Baltimore participant.   
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facilitate the Workgroup’s investigation and development of a model tailored to Baltimore for 

keeping defaulting homeowners in their homes.   

The Workgroup studied, obtained briefings, and/or conducted site visits of Boston 

Community Capital’s Stabilizing Urban Neighborhoods (“the SUN Initiative”),15 New Jersey’s 

Community Asset Preservation Corporation (“CAPC”),16 and Chicago’s Mortgage Resolution 

Fund.  The Workgroup determined that a version of Chicago’s Mortgage Resolution Fund 

(“MRF”) would work best in Baltimore.  This model is being promoted nationwide by the 

National Community Stabilization Trust in its “Getting to Scale” initiative, so Baltimore can 

expect their assistance in implementation.   

The MRF model is to buy a mortgage that is in default before it goes into foreclosure.  

The new nonprofit note holder then works with the homeowners to determine whether they 

can afford to stay in the home with significantly reduced mortgage principal and monthly 

payment, as a renter in a lease to own agreement, in a long term lease, or whether they need a 

soft landing out of the home.  Under the MRF model, a “stabilization trust” entity purchases 

non-performing mortgages in bulk and at deep discount off their face value.  The model 

anticipates that servicers/lenders are willing to sell mortgages that are in default at great 

discount, because they know they will lose most of the value of a loan through the foreclosure 

process.  The trust’s bulk purchase is targeted to mortgages on properties in specific geographic 

locations where there exist robust non-profit housing counseling resources, home prices 

appreciated significantly during the housing bubble of the 1990s, and which have been heavily 

impacted by foreclosures.   

The BHPC Home Saver Initiative Workgroup has tentatively identified Northeast 

Baltimore, including Belair-Edison, as an appropriate site for a pilot roll out.  The Initiative hired 

Joe Cronyn of Lipman, Frizzell & Mitchell as a consultant to develop a feasibility study by late 

summer 2012.  Cronyn will conduct due diligence of the model and reach out to a range of 

industry stakeholders for advice.  If his analysis shows that that a note-purchasing (or other 

similar) model could be effective in Baltimore, then Cronyn will develop specifications for the 

Initiative’s capital needs and identify potential sources.  He will also elaborate an operating 

model for an ongoing program including exit strategies.  This model will necessarily include 

                                                             
15 Elyse Cherry & Patricia Hanratty, “Purchasing Properties from REO and Reselling to Existing 
Occupants: Lessons from the Field on Keeping People in Place,” Federal Reserve Banks of 
Boston and Cleveland and the Federal Reserve Board (2011); Sasha Abramsky, “Fighting 
Foreclosure in Boston,” The Nation (July 4-11, 2011). 
16 Harold Simon, “The Community Asset Preservation Corporation: A New Approach to 
Community Revitalization,” Federal Reserve Banks of Boston and Cleveland and the Federal 
Reserve Board (2011). 
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analysis of the impact of related issues (2nd or 3rd mortgages, investor ownership, property 

conditions) and how to screen the defaulting borrowers for Home Saver options.  According to 

assumptions within the MRF model (which will be vetted and adjusted by Cronyn), an initial $4 

million loan pool will allow the Home Saver Initiative to buy approximately 50 non-performing 

mortgages and refinance 60% of those loans.  The performance estimates for this model in 

Chicago are that 40% of the families in default will not qualify for the new MRF subsidized 

loans, but will be provided housing counseling assistance to transition to rental housing (usually 

through a deed in lieu and not a foreclosure), including possibly remaining in their own homes 

as renters.  For the 60% of families who will qualify for MRF refinancing, the family remains in 

their home with a fixed rate mortgage at an affordable loan to debt ratio and a principal 

balance in line with present market value of their home.  Once a family makes consistent 

payments on its new mortgage for a trial period, it will be able to be refinanced into a new 

mortgage, freeing the Initiative funds to purchase and refinance additional non-performing 

mortgages and help other families.    

The Home Saver Initiative suggests an aspect of a City settlement that would be 

accorded no monetary cost/credit for a settling lender.  A lender could be required to offer 

bundled non-performing loans in a designated neighborhood or neighborhoods at a specified 

discount to the BHPC Home Saver Initiative.  The three lenders with the most mortgages 

subject to a recent foreclosure activity in the Belair-Edison neighborhood are: Bank of America 

(servicer for 325, secured party for 66), Wells Fargo (servicer for 227, secured party for 217), 

and JP Morgan/Chase (servicer for 140, secured party for 75).17  

Funding Sources  

This proposal could be attractive to foundations.  The Home Saver Initiative Workgroup 

proposal to the AG Servicer Settlement Workgroup states that they will seek other grants to 

provide the operating expenses for its loan pool, and that it initially reached out to the AG 

settlement workgroup specifically for the purchase and refinancing portion of the program.  

Foundations might also be interested in contributing to the loan pool.   

The AG Servicer Settlement establishes a $14 million Neighborhood Stabilization Fund at 

state DHCD, which will administer a competitive RFP process.  The Homesaver Initiative will 

likely submit a proposal.  The BHPC Home Saver Initiative was ranked high among the proposals 

considered by the AG Settlement Workgroup, but there is no guarantee that DHCD will allocate 

settlement funds to this Initiative.   

                                                             
17 These properties were subject to a Notice of Intent to Foreclosure between the dates 
10/1/2011 and 4/24/2012. 
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According to the National Community Stabilization Trust, there is currently a “vibrant 

market for purchasing non-performing loans.”18  However, the private market model answers 

to the dictates of private capital for quick return on investment, and the National Community 

Stabilization Trust estimates that only 30% of defaulting homeowners succeed in retaining their 

homes when private for-profit investors buy their non-performing mortgages.  The private 

market model is not tied to any neighborhood development strategy but rather to the bundling 

that the servicer/lender offers.  So there are clearly advantages from a homeowner and 

neighborhood perspective to the MRF non-profit model, which results in twice as many 

homeowners remaining in their homes and impact in one concentrated area.  One must weigh 

these benefits against the benefits that will be foregone by using some portion of $4 million for 

this project and not another worthy project. 

The other substantial source of funding for refinancing of non-performing mortgages is 

the principal reduction portion of the AG Servicer Settlement, which is estimated to be $800 

million over five years for Maryland.  Any distressed homeowner, who is screened to qualify for 

this fund, should be channeled to the AG Settlement Fund and should not be offered an MRF 

refinancing unless rejected by the lender holding their loan.  The AG Servicer Settlement will 

theoretically cover most non-performing loans for the five biggest lenders/servicers in the 

Baltimore market: Wells Fargo, Citibank, Bank of America, JPMorgan-Chase, and GMAC.  And 

while the Maryland AG has not yet obtained Maryland data, nationwide, approximately 40% of 

all residential loans are owned by these five servicers or their parent banks.  So a substantial 

portion of underwater loans in Maryland should qualify.  The Servicers/Lenders have a financial 

incentive to refinance loans and reduce principal because if they do not meet their nationwide 

goal for principal reduction, they will each have to make additional cash payments to the states.  

Lenders would much rather gain credit in the Settlement by refinancing a loan that will produce 

an income stream into the future, and not make a hard cash payment to the states.  However, 

the Servicers/Lenders are likely also to screen out the most distressed homeowners.  They 

obtain the same credit for principal reduction when they refinance a homeowner who is only 

behind on payments by a small amount, than when they refinance a homeowner who has not 

made a mortgage payment in months.  As a result, the neediest homeowners are not likely to 

obtain relief through the AG Servicer Settlement principal reduction provisions.   These 

homeowners will also present greater risks of nonpayment for the BHPC Home Saver Initiative. 

The other major mortgage holder is Fannie Mae, which owns 60% of mortgages 

nationwide; because it has pursued a policy of purchasing non-performing mortgages from 

other banks, its loans are disproportionately non-performing.  Fannie has piloted its own 

                                                             
18 National Community Stabilization Trust, “Distressed Note Purchases and Community 
Stabilization (March 2011)(attached). 
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principal reduction homeowner preservation program in Florida, but I have not obtained 

evaluations of that program.  To date, Fannie Mae has been adamantly unwilling to engage in 

widespread principal reduction, and there is little indication that it is likely to change in the near 

future.  

The complications presented by the AG Servicer Settlement and any future AG settlement 

with the next 9 largest banks are exactly the factors which the Initiative’s consultant will digest 

while elaborating program specifications.  In any event, it is likely that a significant number of 

non-performing loans in Northeast Baltimore will not obtain principal reduction and avoid 

foreclosure through AG Settlement efforts.  In other words, Baltimore still needs the Home 

Saver Initiative. 

 
B. Healthy Neighborhoods Inc.—$8 to $10 million  
 
Healthy Neighborhoods Inc. (“HNI”) finances and guides renovation and rehabilitation 

activities in 41 Baltimore neighborhoods which have stable but vulnerable real estate markets 

impacted by foreclosures.  It does this through its subsidized loan pool, its support to 

neighborhood promotion activities, and by financing non-profits to renovate foreclosed or 

abandoned properties.  This Report recommends funding for the third arm of HNI, acquisition 

and renovation, in addition to requiring the settling lender to participate in the first arm, the 

HNI loan pool. 

 

1. Loan Pools: HNI raises and manages two loan pools; the first $40 million loan pool 

recently closed, and the second $23 million pool is still accepting additions, with the 

goal of reaching $40 million.  The loans pools finance low-interest purchase, refinance, 

or home-improvement loans with better than market terms and no income restrictions 

for homeowners in the targeted neighborhoods.  Banks participate in the loan pool to 

obtain Community Reinvestment Act  (“CRA”) credits, but also obtain excellent returns 

on their investments.  Local foundations (Abell, Goldseker, and Casey) as well as the 

Maryland Housing Fund guarantee the first 10% of any losses on the loans, and because 

neighborhood organizations, and then HNI itself, carefully screen and underwrite 

borrowers,19 and because borrowers have access to housing counseling and free 

architectural consulting and contractor management, the loan pools have experienced 

far lower rates of default than the general market.  M&T administers the loans, so the 

                                                             
19 HNI’s underwriting standards –credit score of no lower than 620—mean that families who 
have recently experienced foreclosure will not qualify for loan pool loans.  This settlement 
support item is thus focused on helping neighborhoods heavily impacted by foreclosure, but 
not the foreclosed homeowners themselves. 
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participating banks have almost no overhead expenses on the loans, but they generally 

keep them on their books because their terms make them difficult to sell in the 

secondary market or to Fannie Mae or Freddie Mac.    

 

Despite these advantages for banks, only smaller banks with a large Baltimore presence 

have participated in the pools to date.  None of the 5 banks in the AG Servicer Settlement have 

participated in a loan pool, explaining variously that they do not need CRA credits because they 

are not in acquisition mode, or that they cannot deal with the unusual loan pool model because 

it is too complicated, it does not fit their institution’s structures, or they do not understand it.   

The loan pool is hugely beneficial to Baltimore City as it makes it more desirable to live 

in the targeted neighborhoods that have been impacted by foreclosures.  It drives up real 

estate values by making favorable loans available for greater-than-present-value investments.   

Baltimore should require any bank in settlement to participate in the second loan pool at a level 

of $17 million.  This item should not be accorded any monetary settlement value because it is 

profitable to the banks and garners them valuable CRA credit. 

2. Neighborhood Promotion: HNI helps to market its target neighborhoods by funding a 

$40,000 marketing position, and creating a neighborhood website.  It also provides 

grants to market and improve the communities with front porch lighting, street paving, 

tree planting and park improvements.  In addition, HNI in partnership with the  

Goldseker Foundation invests in schools within the target neighborhoods.  

 

3. Rehabbing Foreclosed and Abandoned Homes:  HNI applied for and obtained $26 

million of federal NSPII funds to acquire, rehabilitate and sell “foreclosed, abandoned or 

short sale homes.”  HNI has acquired 125 such homes and will acquire another 75 this 

year, which it finances non-profit and for-profit developers to rehab and then sell.  

These properties can only be sold to income eligible owner-occupants, and the program 

provides closing costs and up to $150,000 in subsidies for home purchase.  Amenities of 

the rehabbed homes include, all-new kitchens and systems, granite countertops and 

hardwood floors, fully finished basements, porch fronts, off-street parking, and fully 

lead free homes.  The operation recoups some of its costs and recycles the remaining 

funds to acquire and rehab additional properties.  To date, 54 properties have been sold 

to homebuyers, and 39 are under construction.  $20 million of the total has been spent 

or committed, so HNI is on track to meet the federal requirement of spending the 

money by February of 2013.  
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Funding Sources 

HNI submitted a proposal to the AG Servicer Settlement Workgroup for an additional $8 to 

$10 million for its third arm, the rehabbing of foreclosed, abandoned, or short sale homes.  This 

will fund them to acquire, rehab, and sell from 100 to 140 foreclosed, abandoned, or short sale 

homes.  They have a high functioning but extremely lean infrastructure and proven track 

record.  HNI is likely to respond to the state DHCD RFP for allocation of the $14 million AG 

Servicer Settlement Funds allocated to the Neighborhood Stabilization Fund.  Even if they 

obtain some millions from this fund, they have the capacity to use more and this seems like a 

wise investment of settlement funds.  Moreover, it would likely be attractive to any settlement 

partner because photo opportunities of happy home buyers in newly renovated homes make 

for good publicity.  This program seems less likely to garner foundation support because even 

the largest foundations do not make multi-million dollar grants for housing rehab to expand a 

preexisting program.  The BHPC Home Saver Initiative (Option A above) is perhaps more likely 

to garner foundation support since local foundations have invested in the development of the 

idea and it is a new program piloting an innovative model.  

 

C.  Legal Aid Bureau, Inc., Foreclosure Legal Assistance Project— $1.5 million ($500,000 per 

year for 3 years) 

With the economic down turn and reduction of interest rates to near zero, sources of 

funding for legal services for the poor have suffered significant cuts.  Maryland Legal Aid Bureau 

Inc. (“LAB”) reports its budget has been cut $1.35 million for this year.  (Federal LSC has cut 

$800,000 and MLSC intends to cut $550,000 effective July 1, 2012.)  Baltimore City reduced its 

grant to LAB from $250,000 in 2007 to zero this fiscal year.  While housing counseling services 

are relatively well-funded, legal services for low and moderate income families are in scarce 

supply, and yet anyone undergoing foreclosure is likely to have a host of urgent legal needs.     

 

 When families default on their mortgages and face foreclosure, they have invariably 

short-changed other financial obligations in a desperate attempt to forestall loss of the home.  

Whether they lose their home or not, they usually emerge from foreclosure with ruined credit, 

which in turn inhibits their ability to obtain employment, quality rental housing, insurance, and 

a host of other societal amenities.  When illness or loss of employment occasioned the 

foreclosure, the families will usually qualify for, but will often require legal assistance to obtain, 

unemployment compensation, disability, medical, or other public benefits.  Bankruptcy will 

often present a productive avenue for financial recovery, and/or distressed homeowners can 

require legal defense under the Fair Debt Collection Practices Act or the Maryland Consumer 

Protection Act.  In other words, families undergoing or recovering from foreclosure experience 

a host of legal needs but have little or no access to legal counsel.   
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 Since 2010, LAB has run a Foreclosure Legal Assistance Project, which offers one-stop-

shop civil legal services to income eligible clients throughout Maryland, utilizing a 

disproportionate share of its resources in Baltimore.  LAB spends $9 million of its $24.6 million 

budget in Baltimore.  Put another way, Baltimore has approximately 28% of the population 

which income qualifies for LAB services, and yet LAB devotes 36% of its resources here.  For this 

reason, LAB cuts will produce a substantial, negative impact in Baltimore City.  

 

LAB reports that it currently has 59 open Baltimore City foreclosure cases.  Since 

October, 2010, when its Legal Assistance Project started, LAB has represented 206 Baltimore 

City clients with foreclosure issues with one attorney split between the City and another heavily 

impacted jurisdiction.  Because housing in many City neighborhoods is low cost, homeowners in 

Baltimore often qualify for LAB legal services.20  In fact, given the low real estate values, 

homeownership for family of three or four in Baltimore City is likely more affordable than 

renting.21  Legal services in these predominately African-American neighborhoods preserve 

individual homes and prevent vacancies.   

 In general, LAB represents working poor clients in Baltimore.  These clients are familiar 

with financial setbacks and are usually able to begin getting back on financial footing in 

relatively short order through a combination of part-time and full-time jobs that pay an hourly 

(often minimum) wage.  Since their mortgage balances are relatively low (below $100k), and 

most qualify for FHA mortgages (at interest rates around 4%), there are a number of loss 

mitigation tools from FHA that can enable Baltimore homeowners to remain in their homes.  As 

a result, LAB representation at foreclosure mediation proceedings is far more likely to have 

positive outcomes for Baltimore City clients, than for clients in jurisdictions with higher home 

prices.  Even though LAB clients often acknowledge that they should have contacted housing 

                                                             
20 A household of four would qualify for LAB services with income up to $4250/month.   

21 Trulia lists 95 Baltimore neighborhoods with average home listing prices under $100,000. See 
www.trulia.com/home_prices/Maryland/Baltimore-heat_map/.  Seventy -two of those 
neighborhoods have average home listing prices under $80,000, 43 are under $60,000, and 25 
are under $50,000. Assuming a home worth $60,000 has a $60,000 mortgage at 10% fixed rate 
for 30 years plus Baltimore City tax rate of 2.268, a total house payment would be about 
$700.00 per month. In a random sample of 21 of the LAB 59 open cases, 19 are African 
American clients.  The average monthly mortgage payment is $751/mo.  The median payment 
is $800.  The lowest payment is $205/month and the highest is $1508. The average family size is 
three, most typically a mother and two children. 

 

 

http://www.trulia.com/home_prices/Maryland/Baltimore-heat_map/
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counseling agencies, LAB reports that its Baltimore clients usually have not contacted housing 

counseling agencies prior to coming to LAB.  If they arrive at LAB prior to a foreclosure being 

noticed (receiving an NOI), LAB refers them to housing counseling.  Sadly most already face 

foreclosure however, and it is too late for housing counseling. 

Funding Sources 

 LAB submitted a proposal to the AG Servicer Settlement Workgroup requesting that $8 

million be allocated statewide for foreclosure-related legal services.  The AG has allocated 

$6,227,863 of the Servicer Settlement for legal services, and these funds are likely to be 

targeted disproportionately to legal services providers linked to housing counseling providers.  

The legal services providers who most obviously fit that bill, like St. Ambrose Housing 

Counseling with lawyers and counselors at one site, will provide their clients services related 

only to the foreclosure proceedings.  As to the host of other legal problems these clients face, 

they are referred to LAB if they income qualify.  But LAB is under-capacitated, facing attorney 

layoffs from additional cuts this year, and they already turn away more clients than they accept.   

 

 LAB is expert at fundraising.  Under current stewardship, LAB’s budget has increased 

from $9 million in 1996 to $24.6 million in 2011.  LAB is already maximizing all available 

corporate giving, individual sponsors, and foundation funding sources as government support 

shrinks.  Nevertheless LAB is facing $1.35 million cuts across the state at a time when more 

middle class families are falling into the low-income eligibility bracket and unmet legal needs 

are expanding.  The City should consider directing settlement funds to LAB to make up for the 

loss of government funds in Baltimore City.  As the economy recovers, legal needs of the poor 

will shrink and government revenues rebound.  A one-time grant spread over three years can 

provide important bridge funding.  

 

 With a grant of $500,000 for three years, LAB can hire two attorneys dedicated to 

Baltimore City foreclosure assistance at $125k each (salary plus benefits and overhead), one 

paralegal at $92,000, and one social worker at $105k.  With this level of support, each attorney 

can handle 150 foreclosure clients each year, a total of 300 clients (half of those will require 

only limited legal services, and the other half more involved services).   

 

D. Vacants to Value (“V2V”): $1 million for 100 additional booster payments for homebuyers 

and up to $24 million for first phase demolition 

Launched in July 2011, this City DHCD program has two main components, both of 

which need funding: the V2V Booster to stimulate demand for formerly vacant homes and 

demolition funds to stimulate creation of marketable supply.  
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V2V Booster: First, in economically stable neighborhoods, where a viable real estate 

market exists, DHCD’s Code Enforcement Division uses the law to ensure that vacant homes are 

maintained, renovated, and sold.  Vacant homes are monitored for code compliance, and 

repeated citations result in escalating fines, receivership, and even condemnation.  This effort, 

coupled with the City’s vacant property registry, requiring a $100 annual payment for a vacant 

residence, Balt. City Code Art. 13 Sec. 4-8(b), have made it expensive to continue to maintain a 

vacant property; owners who do not maintain vacant properties soon lose them.  Once in the 

City’s inventory, DHCD is employing strategies to streamline the sale process from offer to 

settlement in order to maximize market participation in the rehabilitation of vacant property.  

This effort has been bolstered on the demand side by $10,000 incentive payments for the first 

50 homebuyers who purchase formerly vacant homes.  As of May 7, 2012, every one of the 50 

incentive payments had been committed.  The V2V plan is for 2,000 scattered-site vacant 

homes in viable neighborhoods to be renovated and reoccupied over the next 5 years.   A 

booster for all 2,000 new homeowners would cost $20 million.  Mark Sissman, President of 

Healthy Neighborhoods Inc., and Michael Braverman, Baltimore City Deputy Commissioner for 

Code Enforcement, report this Booster is a helpful driver for marketing rehabbed properties. 

V2V Demolition: The second component of the V2V program focuses on the largest 

block of uninhabitable vacant properties in the City—10,000 out of the 16,000 total vacants—

which are located in severely distressed areas where there is currently insufficient demand to 

support rehabilitation.  Much of this housing was substandard when built and/or has been 

poorly maintained for decades.  The housing market in these areas has largely collapsed.  Large 

scale demolition of these buildings is the only way to address deeply embedded blight and to 

improve the health, safety, and real estate market of these neighborhoods.  Once land is 

cleared of these blighting structures, it is freed for repurposing as green space or for 

development in larger parcels. 

DHCD has conducted a detailed block by block inventory of the uninhabitable vacant 

property within the City and the cost of demolition.  As explained in its proposal to the AG 

Settlement Workgroup, “Unfortunately, vacant properties are not always adjacent to one 

another.  Even on the most distressed of blocks it is rare that every house is vacant.  Costs for 

demolition rise exorbitantly when even a single unit on a distressed block remains occupied as 

acquisition and relocation of an occupant, and/or the necessity of constructing party walls are 

added to the equation.”  Baltimore Housing Proposal to AG Settlement Workgroup, at 3 (April 

4, 2012).   

DHCD provided several demolition projections to the AG Settlement Workgroup, 

requiring different levels of funding.  With $8.5 million, DHCD could demolish 652 vacant 

buildings without any relocation of occupants or construction of any party walls.  An additional 
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$8.5 million could demolish 521 other buildings without any relocation, but would require the 

construction of one wall for each block or half block removed.  An additional $2.8 million would 

remove 166 buildings without relocation but requiring construction of two walls each block or 

half block. In all, $19,921,000 could remove 1339 buildings located on 77 whole or half blocks. 

DHCD projects it can accomplish this expeditiously because no occupants would need to be 

relocated and DHCD could readily acquire title to the privately-owned vacants post-demolition.   

Cognizant that parcel size often determines the viability of development, V2V  maps the parcel 

size this first phase demolition would create: 20 vacant lots greater than 2.5 acres in size, 18 

greater than 1.72 acres.  

DHCD projects that an additional $14,176,000 would permit it to demolish an additional 

929 buildings where acquisition and one or two households would need to be relocated, and 

zero, one, or two walls would be constructed.  Combining these two phases of the V2V 

demolition requires a total of $34,097,000 to demolish 2,268 buildings.  This phase two 

demolition would create an additional 21 parcels greater than 2.23 acres in size. 

Funding Sources   

Demolition is tough to fund and is a costly endeavor.  The V2V priority demolitions 

described above cost $34 million, and after that is spent, there will still be 7,732 vacant 

buildings in severely distressed neighborhoods and an additional 4,000 uninhabitable vacants 

scattered elsewhere in more stable neighborhoods.  

The areas targeted for demolition in the V2V Program do not have a viable real estate 

market, so private investment is generally not an option.  Neither is foundation or corporate 

philanthropy likely to provide a significant source of funds for this purpose, unless it is coupled 

with a job program for low skilled workers22 or a proposal for urban farming or the like.  There 

is little disagreement on the fundamental fact that significant numbers of blighted buildings in 

Baltimore need to be torn down. 

City DHCD will soon receive $10 million from the AG Servicer Settlement, half of the $20 

million it requested.23  The City also requested an additional $1 million to fund 100 more V2V 

homebuyer boosters, so it will be in the City’s discretion to spend some of its $10 million 

allocation for that purpose. 

                                                             
22 One such program is the Deconstruction Job Training Program developed by Hathaway 
Ferebee at the Safe and Sound Campaign, in conjunction with Maryland Department of Juvenile 
Services.  A similar job training program is run by Second Chance.  Trent Wolbe, 
“Deconstructing Baltimore,” available at 
http://www.marketplace.org/topics/tech/deconstructing-baltimore. 
23 The Ohio AG allocated $75 million of its national settlement fund for demolition. 

http://www.marketplace.org/topics/tech/deconstructing-baltimore
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The FY2013 Maryland Capital Budget allocates $2.5 million for the purpose of strategic 

demolition to be administered by State DHCD.  City DHCD is well positioned to garner a 

significant portion of these capital funds, having already mapped the City’s vacant inventory 

and determined a budget for the initial priority stages of demolition.  City DHCD is poised to 

present State DHCD with demolition proposals on a moment’s notice.  No other region of the 

state suffers from the concentration of vacants that Baltimore suffers, and the leadership of 

State DHCD recognizes this fact; however, the fact that Baltimore (and Prince George’s County) 

received the lion’s share of jurisdiction-specific AG Servicer Settlement funds might cause DHCD 

to allocate these Capital Budget funds to other parts of the state.24 

The only thing certain at this point is that the money available for demolition in the City 

will provide a bare beginning in the face of a huge need.  The City’s $10 million allocation of AG 

Servicer Settlement funds is $24 million short of the $34 million it projects it needs for its initial 

priority stages over three years.  Allocating up to $24 million of City settlement funds for this 

purpose would allow V2V to move to its next phase of redevelopment all the sooner.   

As mentioned above, all of the 50 funded V2V Homebuyer Booster payments are 

already committed just 8 months after program launch.  The AG Servicer Settlement allocation 

to the City can be used to cover an additional requested 100 boosters at the cost of $1 million.  

The V2V plan projects the rehabilitation and sale of 2,000 scattered vacant properties in stable 

neighborhoods over the next 5 years; if this many vacants are rehabbed, up to an additional 

$18.5 million could be spent on Boosters to provide incentives to most purchasers of formerly 

vacant homes.  

                                                             
24 Another potential source of demolition funds for Park Heights might be the slots allocation for 
neighborhoods impacted by gambling.  The projections of revenue from this source would 
barely put a dent in the demolition needs of that neighborhood however.  
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BEEF Settlement Recommendations 

Program Name Allocation Amount 

Baltimore Homeownership Preservation Council Home Saver Initiative $4M 
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# NPL purchased 50 (approx.)  

# refinanced   

# modified   

# deed in lieu    

# short sale   

# homeowners to renters in place   

# homes saved 35 (approx.)  

exits by type   

Healthy Neighborhoods Inc. $8-10M 
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# homes acquired    

# homes renovated   

# homes sold   

Funding for 2d loan pool   

Lending 2nd loan pool 

Data on real estate value trends in target 

neighborhoods 

  

Maryland Legal Aid Bureau Inc. Foreclosure Legal Assistance Project $1.5M over 3 years 
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# of clients full representation   

# of clients for brief advice   

# referred to housing counseling   

# pre and post filing mediations   

# of LAB related cases by type:   

# foreclosures avoided 

 

  

Homebuyer Boosters $1M (100 boosters) 
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 # of boosters committed   

# of vacant homes sold to booster holders  

 

 

Demolition up to $24 million 
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# of buildings demolished   

# of walls constructed   

# of acquisitions   

# of relocations   

# of parcels created >1 acre   

# parcel size >2 acres   

Data on real estate value trends in target 

areas 

  


