PENCST

May 30, 2025

The Honorable Frank Cassidy

Principal Deputy Assistant Secretary

U.S. Department of Housing and Urban Development
451 7th Street S.W.

Washington, DC 20410

RE: Mortgagee Letter 2025-13: Updates to Claims Without Conveyance of Title (CWCOT) Post Foreclosure
Sales Period and HUD Real Estate Owned Properties (REO) Exclusive Listing Period.

Dear Principal Deputy Assistant Secretary Cassidy,

The National Community Stabilization Trust (NCST)' is pleased to offer comments on the Federal Housing
Administration’s (FHA) Mortgagee Letter 2025-13,2 which makes programmatic updates to the Claims Without
Conveyance of Title (CWCOT) and the Department of Housing and Urban Developments (HUD) Real Estate
Owned Properties (REO) Sales and Exclusive Listing Periods.

NCST is extremely appreciative of this Administration’s commitment to increasing homeownership in urban,
suburban and rural regions alike, and we applaud the Department’s efforts in trying to place more properties
directly in the hands of Owner-Occupants. While these efforts are not without good intention, it is our belief that
ML 2025-13 runs contradictory to this very mission and, if executed in full, will have devastating consequences
for homeownership in America both now and for years to come.

Proven Success of NCST’s First Look Program

NCST'’s notable flagship property acquisition program, First Look,® delivers real estate-owned (REO) inventory
to nonprofits with affordable homeownership as central to their mission. First Look gives our local community
buyers the opportunity to obtain properties in their respective market areas before the units are marketed more
broadly. In many cases, REO properties can be acquired at discounted rates to assist the financial feasibility
for nonprofit buyers to rehabilitate these properties for new homeowners. NCST’s First Look approach has
proven to be a best practice in making more single-family homes available to eligible households and
nonprofits, and we have successfully produced over 28,000 nationwide transactions totaling over $1.8 billion,
and have provided over $325 million in savings to our community buyers. Since the Program’s inception, over
65% of CWCOT properties shown through our platform have resulted in that of Owner-Occupancy.

" NCST is a national nonprofit that supports families and communities by restoring distressed single-family homes, strengthening
neighborhoods, and increasing sustainable and affordable homeownership opportunities. As a national nonprofit, our organization
offers a multifaceted approach to revitalize vacant and abandoned properties, further best practices for community development across
the nation, and advance federal policies to support affordable homeownership.

2 Mortgagee Letter 2025-13, (April 28, 2025). HUD.

3 Property Acquisition, (2025). NCST.



https://ncst.org/property-acquisition/
https://www.hud.gov/sites/default/files/OCHCO/documents/2025-13hsgml.pdf?utm_medium=email&utm_source=govdelivery
https://ncst.org/
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Our success and experience in the distressed asset field led NCST to be a natural partner for HUD’s National
First Look Program,* where we helped to facilitate FHA's First Look REO sales from 2011 to 2016. During this
same period of time, NCST also served as the designated nonprofit partner for the Neighborhood Stabilization
Initiative (NSI)° — a joint effort developed by FHFA, Fannie Mae and Freddie Mac, intended to stabilize
neighborhoods hit hardest by the housing downturn and reduce inventory of REO properties held by the
Government Sponsored Entities (GSEs). NSI’s pilot successfully demonstrated the positive impacts of
providing local community buyers with the exclusive opportunity to purchase REO properties before market
listing, so much so that the program expanded to 18 different metropolitan statistical areas (MSAs) by the end
of 2016.

Given our time and dedication to increasing homeownership through an outcome-based, nonprofit delivery
system, we were extremely pleased to see the FHA issue Mortgagee Letter 2022-08,° which effectively helped
to improve the program’s CWCOT process as a means to expand affordable housing supply. This regulatory
action — which implemented a 30-day exclusive period, giving buyers (Owner-Occupants, HUD-approved
nonprofits, and Government Entities) an opportunity to bid on foreclosed properties ahead of investors —
offered an opportunity for Owner-Occupants and HUD-approved nonprofits to meaningfully compete in the
marketplace and ultimately increase homeownership nationwide.

As evident, the First Look Program is an essential tool in stabilizing distressed neighborhoods and promoting
affordable homeownership. However, there is an overwhelming need to improve programmatic inefficiencies to
truly reap optimal results, as further outlined in NCST’s joint publications entitled “Tackling Vacancy and
Abandonment,”” and “Do Property Rehabs Affect Neighboring Property Prices?”® As such, it is our
fundamental belief that inadequate outcomes of the CWCOT Program, as highlighted in this ML, are a
direct result of outdated internal inefficiencies and lack of programmatic oversight. In order to
maximize CWCOT to its fullest potential and place more homes directly in the hands of
Owner-Occupants — HUD and FHA must work diligently to make strong, structural changes to the
Program’s foundation — not further deplete the already minimal resources that currently exist.

R mmendations on W Improve CWCOT

Reverse ML 2025-13 to reinstitute a 30 day First-Look period. In addition to the reasons outlined above,
maintaining a 30 first look period has proven benefits not described within ML 2025-13. Most notably, this
exclusive period prevents corporate or other large-scale, institutional investors — whose missions are not
always that of homeownership or community stabilization — from purchasing properties in bulk. One
compelling example derives from Minnesota, where the state Attorney General sued a large corporate landlord
for failing to provide adequate living conditions, misrepresenting its property maintenance and repair practices,
and for violating laws regarding lead paint removal. Following the settlement of this case, a large property
portfolio was transferred to a group of local nonprofit partners to rehabilitate these properties and eventually
sell them to owner-occupants.

4 EHA First Look Sales Method for NSP_Grantees, (2024). Department of Housing and Urban Development.
5 Neighborhood Stabilization Initiative, (2025). FHFA.
¢ Mortgagee Letter 2022-08, (May 2022). Department of Housing and Urban Development.

7 Tackling Vacancy and Abandonment: Strategies and Impacts after the Great Recession, (2021). Federal Home Loan Bank of Atlanta.
8 Do Property Rehabs Affect Neighboring Property Prices?, (August 6, 2024). Emory University.



https://download.ssrn.com/2024/8/14/3794796.pdf?response-content-disposition=inline&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEJ3%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCXVzLWVhc3QtMSJHMEUCIQDLYA%2F5sBXliiH1nmtn0H0Y4utbRaMsPU%2B8blRuXNiiMAIgaVJA9PxVWPwcjaa9XvkmJR7WszL8yxKZrc7JtD4ktPwqvQUIRhAEGgwzMDg0NzUzMDEyNTciDMDRRyYSUDOIcaWSdCqaBe0pd6t7DOucfg%2BZoVZWZCAnR4jOlqdRFxFX5d5fEE%2B4TRSQJP8k32vdsRaEal9vZhfQyBocwhlmcKMCzxFPC46K%2Fh8dwm3eZ5CflaSMwJmvSE%2FiTTLjWCR4Chn09z500NLBrG4r6XxkzwGSleodR8BJ3qvsF%2BoUiLN0rFmNls%2BGejrDjm1%2B6zjyKj5wHnaE3PVmOJYlQiC6vyun1ROusLrIZGBr3RJQQIr0jY3oX8HUiqiwTNqP067Z1oJxgHVvb42Xu81ZCwxA6cOFLvcob4Q7uZrqhtAFp7D6%2F818LxdSIfQ2vL3q%2BLdfobZqskNsmtC%2BScyDka76aCGsExCoA1VOBPFeumrOhX%2B33FusYY4ZOCMnNek7tIvW60HI1ytxx2JQECvLffwEyIxjLV5VpEieV9lIsMaJcrrCwkHfDtntzZulkgkgp4RLM1PbidgKEnr2pv4hhtPxfcNVpd6KpTZ0co2sEqUfI%2FlOfq3SIsrqYWr0V8ChO750vycwqLAV4jw%2FFHZvU7grIk0T%2FVBy35kpTTNe1Zi%2BdW%2FFYT6fIGh7kuuIj5uw6VMbybSA1Oat3sP3AriyRsmF9pOViw0sX7DSPBAtwNtn2gYQTdqO5cbyMM5LJIfsFo1r1zMK5M7TLMdz5UbtjC50eumhsYV3vsJdpx7G4HRPSzWXvIbMYVRz6xsWxnZ4FkGuKxoVXGNf9GewaEP%2Fp%2FsVlL49M0VsG1%2BLt0ga0IfOjautGZk19CM3SMDFIGDUpIr2qJBfooE73s%2BE7sj0zZ3pY2QeYnSiVcccjFgNZ1FQVqFKzIIRmtQGgMpKKAbeuEPeJqBxjuhFWuq2a5doR%2BHOGJosu%2FRR7UM2ieKYqlGvBoSZBN8BbFVv8wtET3qmWORpcDDUkOjABjqxAbkDWiO12XSXsY%2Bo2spM2Jkwu9BspTmnaTYj8%2B35BFvcalLGNwF4QcFdDPYiOeIub0KVzSVtQBGmwwjN3Gv2UPGQYNIZ5MhtGfCxLdg7dNsgK8r7Vk8HMdbudKbmAj%2FJVrjoy1yLNdmoTVwGy%2B5%2Fhtu3rC%2FTel4LR2k7rkH4fMftpVTec1La8DQflcxQbMe8X8W44KhtrM%2B8RPK2Qm%2FAFW%2Bdt8uz%2BzmF46sp7ID%2BuHQeVQ%3D%3D&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20250506T132907Z&X-Amz-SignedHeaders=host&X-Amz-Expires=300&X-Amz-Credential=ASIAUPUUPRWEYAM6IY7U%2F20250506%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=f766e2b583030e674f0b2ca7ee3342f5f9d4c4cfb7ec6ac43fc96733b2ae2417&abstractId=3794796
https://www.atlantafed.org/community-development/publications/special/tackling-vacancy-and-abandonment#:~:text=and%20their%20impacts.-,Tackling%20Vacancy%20and%20Abandonment%3A%20Strategies%20and%20Impacts%20after%20the%20Great,and%20researchers%20looking%20to%20better
https://www.hud.gov/sites/dfiles/OCHCO/documents/2022-08hsgml.pdf
https://www.fhfa.gov/media/49606
https://www.hudexchange.info/programs/nsp/fha-first-look-sales-method-for-nsp-grantees/
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Expand the pool of eligible buyers; Create a Certified Buyer Program. One major fault of the current
CWCOT Program is its limited pool of certified buyers. If FHA intends to facilitate a meaningful number of
home sales through the CWCOT program — as implied in ML 2025-13 — it is absolutely imperative to expand
the number of eligible purchasers beyond the current HUD-approved list. In order to effectively expand the pool
of certified buyers and ensure these properties end up in the hands of responsible entities who have
community revitalization at top of mind, HUD should establish a Certified Buyer Program, managed by an
experienced third-party provider on behalf of HUD, dedicated to verifying buyer identity, eligibility and
Owner-Occupant outcomes.

Offer additional, targeted discounts on occupied property sales. CWCOT property discounts currently
vary by state. While this general deduction is certainly a welcome offer for small nonprofits, HUD should
consider offering additional discounts for the purchase of occupied properties.

Occupied properties have proven to be an extremely difficult sell, as a tenant is often displaced during the
transaction process. The additional time and resources it takes to engage with said tenant — whether it be
relocation or a cash for keys exchange — makes it especially daunting for a small nonprofit with minimal
internal capacity to undertake. Therefore, HUD should provide a steeper discount of an additional 8-15% to
cover these expenses when purchasing a property that is occupied.

Provide complete and accurate CWCOT data to the public. ML 2025-13 states that HUD data shows mixed
results from the CWCOT program, claiming very few properties were actually sold to the intended audience of
the First Look period. However, our data that we have recorded both internally and in conjunction with our
national partners shows a very different trend than that of the data published in ML 2025-13.

NCST Closed CWCOT Properties
Seller/Buyer Type 2022 2023 2024 2025 Total Closed

Hubzu 0 0 3 0 3
Private Non-Profit 0 0 3 0 3
Service Link 0 0 0 1 1
HUD non profit 0 0 0 1 1
Xome 9 29 10 3 51
Private Non-Profit 5 12 2 21
HUD non profit 4 0 14
Private For Profit 0 1 12
Government Entity 0 0 -4
Total Closed 9 29 13 4 55

Source: NCST Internal CWCOT Data, April 2025

NCST'’s current programs require, at minimum, quarterly updates from each of our community buyers on the
rehab and disposition of all properties. We track this data for all First Look properties, including CWCOT
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properties, purchased through our partnership with Xome, Hubzu and ServiceLink. NCST encourages HUD to
institute similar reporting requirements in order to avoid confusion, promote transparency, and successfully
verify qualified outcomes.

Allow Home Equity Conversion Mortgages (HECMs) to be disposed of through CWCOT provided there
is an exclusive 30-day First Look Period. In order to sell more properties to Owner-Occupants and other
HUD-approved nonprofits, the Department should allow HECMs — also known as reverse mortgages — to
flow and be disposed of through the CWCOT Program.

Incorporating HECMs — which are often vacant and turnkey ready — is an easy and effective way to place
more homes in the hands of homeowners. Including these properties into the CWCOT Program may also help
promote neighborhood stabilization by not allowing a house to sit vacant and neglected for too long, which can
subsequently lead to dilapidation and decreased home prices in the surrounding area.

The Importance of Engaging with an Outcome-Based and Nonprofit Delivery System

Robust engagement with on-the-ground, mission-driven practitioners is a central component in revitalizing the
nation’s housing stock and enhancing opportunities for equitable homeownership. Embracing an
outcome-based, nonprofit delivery system as a method to responsibly rehabilitate and resell distressed
properties guarantees these units are kept in the hands of Owner-Occupants now and for generations to come.

We thank you for your time and consideration of our comments. For any questions or points of clarification
please contact NCST President Christopher J. Tyson (ctyson@ncst.org).

Sincerely,

NCST



