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§ 1600. Short title.§ 1600. Short title.§ 1600. Short title.§ 1600. Short title.    

This article shall be known and may be cited as the "land bank act". 

 

§ 1601. Legislative intent.§ 1601. Legislative intent.§ 1601. Legislative intent.§ 1601. Legislative intent.    

The  legislature  finds  and  declares that New York's communities are important to 

the social and economic  vitality  of  the  state.  Whether urban, suburban, or rural, many 

communities are struggling to cope with vacant, abandoned, and tax-delinquent properties.  

There exists a crisis in many cities and their metro areas  caused  by disinvestment  

in real property and resulting in a significant amount of vacant  and  abandoned  property.  

For example,   Cornell Cooperative Extension  Association of Erie county estimates that 

the city of Buffalo has thirteen thousand vacant parcels, four  thousand  vacant  structures 

and   an   estimated  twenty-two  thousand  two  hundred  ninety  vacant residential units. 

This  condition  of  vacant  and  abandoned  property represents  lost  revenue  to  local 

governments and large costs ranging from demolition, effects of safety hazards and  

spreading  deterioration of neighborhoods including resulting mortgage foreclosures. 

    The need exists to strengthen and revitalize the economy of the state and its local units 

of government by solving the problems of vacant  and abandoned property in a 

coordinated manner and to foster the development of  such property and promote 

economic growth. Such problems may include multiple  taxing  jurisdictions  lacking  

common  policies,  ineffective property   inspection,  code  enforcement  and  property  

rehabilitation support, lengthy and/or inadequate foreclosure proceedings and  lack  of 

coordination and resources to support economic revitalization. 

    There  is an overriding public need to confront the problems caused by vacant, 

abandoned and tax-delinquent properties through the creation  of new  tools  to  be 

available to communities throughout New York enabling them to turn vacant spaces into 

vibrant places. 

    Land banks are one of the tools that can be utilized by communities to facilitate  the  

return  of  vacant,   abandoned,   and   tax-delinquent properties  to productive use. The 

primary focus of land bank operations is the  acquisition  of  real  property  that  is  tax  

delinquent,  tax foreclosed,  vacant,  abandoned, and the use of tools authorized in this 

article  to  eliminate  the  harms  and  liabilities  caused   by   such properties. 

 

§ 1602. Definitions.§ 1602. Definitions.§ 1602. Definitions.§ 1602. Definitions.    

    The  following  words and phrases when used in this article shall have the meanings 

given to them in this section unless  the  context  clearly indicates otherwise: 

    (a)  "board of directors" or "board" shall mean the board of directors of a land bank; 

    (b) "land bank" shall mean  a  land  bank  established as a type C not-for-profit 

corporation under this chapter and in accordance with the provisions of this article and 

pursuant to this article; 

    (c)  "foreclosing  governmental  unit"  shall  mean  "tax district" as defined in subdivision 

six of section eleven hundred  two  of  the  real property tax law; 



    (d)  "municipality"  shall  mean a city, village, town or county other than a county located 

wholly within a city; 

    (e) "school district" shall mean a school district  as  defined  under the education law; and 

    (f)  "real  property"  shall mean lands, lands under water, structures and any and  all  

easements,  air  rights,  franchises  and  incorporeal hereditaments  and  every estate and 

right therein, legal and equitable, including terms for years and liens by  way  of  judgment,  

mortgage  or otherwise, and any and all fixtures and improvements located thereon. 

 

 

        § 1603. Creation and existence.§ 1603. Creation and existence.§ 1603. Creation and existence.§ 1603. Creation and existence.    

    (a)  Any  foreclosing  governmental unit may create a land bank by the adoption of a 

local law, ordinance, or resolution as appropriate to such foreclosing governmental unit 

which action specifies the following: 

    (1) the name of the land bank; 

    (2) the number of members of  the  board  of  directors,  which  shall consist  of  an  odd  

number of members, and shall be not less than five members nor more than eleven 

members; 

    (3) the initial individuals to  serve  as  members  of  the  board  of directors, and the 

length of terms for which they are to serve; 

    (4)  the qualifications, manner of selection or appointment, and terms of office of 

members of the board; and 

    (5) the articles of incorporation for the land bank,  which  shall  be filed  with the 

secretary of state in accordance with the procedures set forth in this chapter. 

    (b) Two or more foreclosing  governmental  units  may  enter  into  an 

intergovernmental cooperation agreement which creates a single land bank to act on behalf 

of such foreclosing governmental units, which agreement shall  be  authorized  by  and  be  

in accordance with the provisions of paragraph (a) of this section. Such  intergovernmental  

agreement  shall include provisions for dissolution of such land bank. 

    (c)  Any foreclosing governmental units and any municipality may enter into an 

intergovernmental cooperation agreement which creates  a  single land  bank  to  act  on  

behalf of such foreclosing governmental unit or units and municipality, which agreement 

shall be authorized by and be in accordance with the provisions of paragraph (a) of  this  

section.  Such intergovernmental  agreement shall include provisions for dissolution of 

such land bank. 

    (d) Except when a land bank is created pursuant to  paragraph  (b)  or (c)  of  this  

section,  in the event a county creates a land bank, such land bank shall have the power to 

acquire real property  only  in  those portions  of  such county located outside of the 

geographical boundaries of any other land bank created by  any  other  foreclosing  

governmental unit located partially or entirely within such county. 

    (e)  A  school  district may participate in a land bank pursuant to an intergovernmental   

cooperation   agreement   with    the    foreclosing governmental  unit  or  units that create 

the land bank, which agreement shall specify the membership, if any, of such  school  

district  on  the board  of  directors  of  the land bank, or the actions of the land bank 

which are subject to approval by the school district. 

    (f) Each land bank created pursuant to this act  shall  be  a  type  C not-for-profit  

corporation,  and  shall  have  permanent  and perpetual duration  until  terminated  and  

dissolved  in  accordance   with   the provisions of section sixteen hundred thirteen of this 



article. 

    (g)  Nothing  in  this  article  shall  be  construed to authorize the existence of more than 

ten land banks located in the state at one  time, provided  further  that  each  foreclosing  

governmental  unit  or units proposing to create a land bank shall submit such local  law,  

ordinance or resolution as required by paragraph (a) of this section, to the urban 

development  corporation, for its review and approval. The creation of a land bank shall be 

conditioned upon approval of the  urban  development corporation. 

    (h)  The  office  of the state comptroller shall have the authority to audit any land bank 

pursuant to this article. 

 

§    1604. Applicability of New York law.1604. Applicability of New York law.1604. Applicability of New York law.1604. Applicability of New York law.    

This  article  shall apply only to land banks created pursuant to this article. 

 

§ 1605. Board of directors.§ 1605. Board of directors.§ 1605. Board of directors.§ 1605. Board of directors.    

    (a)  (1)  The  initial  size  of  the  board  shall  be  determined in accordance with section 

sixteen hundred three of  this  article.  Unless restricted  by  the  actions  or agreements 

specified in section sixteen hundred three of this article, the  provisions  of  this  section  

shall apply. 

    (2)  The  size of the board may be adjusted in accordance with by-laws of the land bank. 

    (b) In  the  event  that  a  land  bank  is  created  pursuant  to  an intergovernmental  

agreement  in accordance with section sixteen hundred three of this  article,  such  

intergovernmental  cooperation  agreement shall  specify  matters  identified  in paragraph 

(a) of section sixteen hundred three of this article; provided, however, that each  foreclosing 

governmental unit shall have at least one appointment to the board. 

    (c)  Any  public  officer shall be eligible to serve as a board member and the acceptance 

of the appointment shall neither terminate nor impair such public office. For purposes of 

this section, "public officer" shall mean a person who is  elected  to  a  municipal  office.  

Any  municipal employee  or  appointed  officer  shall  be eligible to serve as a board 

member. 

    (d) The members of the board of directors shall select  annually  from among  

themselves  a  chairman,  a  vice-chairman, a treasurer, and such other officers as the board 

may determine,  and  shall  establish  their duties as may be regulated by rules adopted by 

the board. 

    (e)  The  board shall establish rules and requirements relative to the attendance and 

participation of members  in  its  meetings,  regular  or special.  Such  rules and regulations 

may prescribe a procedure whereby, should any member fail to comply with such rules and  

regulations,  such member  may  be disqualified and removed automatically from office by 

no less than a majority vote of the remaining members  of  the  board,  and that  member's  

position shall be vacant as of the first day of the next calendar  month.  Any  person  

removed  under  the  provisions  of  this paragraph  shall  be  ineligible  for reappointment 

to the board, unless such reappointment is confirmed unanimously by the board. 

    (f) A vacancy on the board shall be filled in the same manner  as  the original 

appointment. 

    (g)  Board  members  shall  serve without compensation, shall have the power  to  

organize  and  reorganize  the   executive,   administrative, clerical,  and other departments 

of the land bank and to fix the duties, powers, and compensation of all employees, agents,  

and  consultants  of the land bank.  The board may reimburse any member for expenses 



actually incurred in the performance of duties on behalf of the land bank. 

    (h)  The  board  shall meet in regular session according to a schedule adopted by the 

board, and also shall meet in special session as convened by the chairman or upon written 

notice  signed  by  a  majority  of  the members. 

    (i)  A  majority of the members of the board, not including vacancies, shall constitute a 

quorum for the conduct of business.  All  actions  of the board shall be approved by the 

affirmative vote of a majority of the members  of  that board present and voting; provided, 

however, no action of the board  shall  be  authorized  on  the  following  matters  unless 

approved by a majority of the total board membership: 

    (1) adoption of by-laws and other rules and regulations for conduct of the land bank's 

business; 

    (2)  hiring  or firing of any employee or contractor of the land bank. This function may, 

by majority vote of the total  board  membership,  be delegated  to  a  specified officer or 

committee of the land bank, under such terms and conditions,  and  to  the  extent,  that  

the  board  may specify; 

    (3) the incurring of debt; 

    (4) adoption or amendment of the annual budget; and 

    (5)   sale,  lease,  encumbrance,  or  alienation  of  real  property, improvements, or 

personal property. 

    (j) Members of a board shall not be liable personally on the bonds or other obligations 

of the land bank, and the rights of creditors shall be solely against such land bank. 

    (k)  Vote  by  proxy  shall not be permitted. Any member may request a recorded vote 

on any resolution or action of the land bank. 

    (l) Each director, officer and employee shall be a  state  officer  or employee  for the 

purposes of sections seventy-three and seventy-four of the public officers law. 

 

 

§ 1606. Staff.§ 1606. Staff.§ 1606. Staff.§ 1606. Staff.    

    A land bank may employ a secretary, an executive director, its own counsel and legal 

staff, and such technical experts, and  such  other agents and employees, permanent or 

temporary, as it may require, and may determine  the  qualifications  and fix the 

compensation and benefits of such persons. A land bank may also enter into contracts and 

agreements with municipalities for staffing services to be provided to the land bank by 

municipalities or agencies or departments thereof, or for a land bank to provide such 

staffing services to municipalities or agencies or departments thereof. 

 

§ 1607. Powers.§ 1607. Powers.§ 1607. Powers.§ 1607. Powers.    

    (a)  A  land bank shall constitute a type C not-for-profit corporation under New York 

law, which powers shall include all powers  necessary  to carry  out  and  effectuate the 

purposes and provisions of this article, including the following powers in addition  to  those  

herein  otherwise granted: 

    (1)  adopt, amend, and repeal bylaws for the regulation of its affairs and the conduct of 

its business; 

    (2) sue and be sued in its own name and plead and be impleaded in  all civil  actions, 

including, but not limited to, actions to clear title to property of the land bank; 

    (3) to adopt a seal and to alter the same at pleasure; 

    (4) to make contracts, give guarantees and incur  liabilities,  borrow money at such rates 



of interest as the land bank may determine; 

    (5)  to  issue  negotiable  revenue  bonds  and notes according to the provisions of this 

article; 

    (6) to procure insurance or guarantees from the state of New  York  or federal  

government  of  the  payments  of  any  debts  or parts thereof incurred by the land bank, 

and to pay premiums in connection therewith; 

    (7) to enter into contracts and other  instruments  necessary  to  the performance of its 

duties and the exercise of its powers, including, but not  limited  to, intergovernmental 

agreements under section one hundred nineteen-o of the general municipal law for the 

joint exercise of powers under this article; 

    (8) to enter into contracts and other  instruments  necessary  to  the performance of 

functions by the land bank on behalf of municipalities or agencies  or  departments  of  

municipalities,  or  the  performance  by municipalities or agencies or departments of 

municipalities of functions on behalf of the land bank; 

    (9) to make and execute contracts and other instruments  necessary  to the  exercise  of  

the  powers  of  the  land  bank; and any contract or instrument when signed by the 

chairman  or  vice-chairman  of  the  land bank,  or by an authorized use of their facsimile 

signatures, and by the secretary or assistant secretary, or, treasurer or  assistant  treasurer of 

the land bank, or by an authorized use of their facsimile signatures, shall be held to have 

been properly executed for and on its behalf; 

    (10) to  procure insurance against losses in connection with the real property, assets, or 

activities of the land bank; 

    (11) to invest money of the land bank, at the discretion of the  board of  directors,  in  

instruments,  obligations,  securities,  or property determined  proper  by  the  board  of  

directors,  and  name  and   use depositories for its money; 

    (12)  to enter into contracts for the management of, the collection of rent from, or the 

sale of real property of the land bank; 

    (13)   to   design,   develop,   construct,   demolish,   reconstruct, rehabilitate, renovate, 

relocate, and otherwise improve real property or rights or interests in real property; 

    (14)  to  fix, charge, and collect rents, fees and charges for the use of real property of the 

land bank and for services provided by the  land bank; 

    (15)  to grant or acquire a license, easement, lease (as lessor and as lessee), or option 

with respect to real property of the land bank; 

    (16)  to  enter  into   partnership,   joint   ventures,   and   other collaborative  

relationships  with  municipalities  and other public and private  entities  for  the  

ownership,  management,  development,   and disposition of real property; 

    (17) to inventory vacant, abandoned and tax foreclosed properties; 

    (18) to develop a redevelopment plan to be approved by the foreclosing governmental 

unit or units; 

    (19) to be subject to municipal building codes and zoning laws; 

    (20)  to  enter in agreements with a foreclosing governmental unit for the distribution of 

revenues to the foreclosing  governmental  unit  and school district; and 

    (21)  to  do  all other things necessary to achieve the objectives and purposes of the land 

bank or other laws that relate to the purposes  and responsibility of the land bank. 

    (b)  A  land  bank  shall  neither  possess  nor exercise the power of eminent domain. 

 

§ 1608. Acquisition of property.§ 1608. Acquisition of property.§ 1608. Acquisition of property.§ 1608. Acquisition of property.    



    (a) The real property of a land bank and its income and operations are exempt  from  all  

taxation  by  the state of New York and by any of its political subdivisions. 

    (b) The land bank may acquire  real  property  or  interests  in  real property  by gift, 

devise, transfer, exchange, foreclosure, purchase, or otherwise on terms  and  conditions  

and  in  a  manner  the  land  bank considers proper. 

    (c)  The  land  bank  may acquire real property by purchase contracts, lease purchase 

agreements, installment sales contracts, land  contracts, and  may  accept  transfers  from  

municipalities  upon  such  terms and conditions  as  agreed  to  by  the  land  bank  and  

the  municipality. Notwithstanding  any  other  law  to  the contrary, any municipality may 

transfer to the land bank real property and interests in  real  property of  the  municipality 

on such terms and conditions and according to such procedures as determined by the 

municipality. 

    (d) The land bank shall maintain all of its real property in accordance with the laws and 

ordinances of the jurisdiction in which the real property is located. 

    (e) The land bank shall not own or hold real property located outside the jurisdictional 

boundaries of the foreclosing  governmental  unit  or units  which  created the land bank; 

provided, however, that a land bank may be granted authority pursuant to  an  

intergovernmental  cooperation agreement with another municipality to manage and 

maintain real property located within the jurisdiction of such other municipality. 

    (f)  Notwithstanding  any  other provision of law to the contrary, any municipality may 

convey to a land bank real property  and  interests  in real  property  on  such  terms  and  

conditions,  form and substance of consideration, and procedures, all as  determined  by  

the  transferring municipality in its discretion. 

   (g)  The  acquisition  of  real property by a land bank pursuant to the provisions  of  this  

article,  from  entities  other   than   political subdivisions,  shall be limited to real property 

that is tax delinquent, tax foreclosed, vacant or abandoned; provided, however, that a land 

bank shall have authority to enter into agreements  to  purchase  other  real property 

consistent with an approved redevelopment plan. 

    (h)  The land bank shall maintain and make available for public review and inspection a 

complete inventory of all property received by the land bank. Such inventory shall include: 

the  location  of  the  parcel;  the purchase  price,  if  any,  for  each parcel received; the 

current value assigned to the property for purposes of  real  property  taxation;  the 

amount,  if  any,  owed  to the locality for real property taxation; the identity  of  the  

transferor;  and  any  conditions   or   restrictions applicable to the property. 

    (i)  All  parcels  received  by  the  land bank shall be listed on the received inventory 

established pursuant to paragraph (h) of this section within one week of acquisition and 

shall remain in  such  inventory  for one week prior to disposition. 

    (j)  Failure to comply with the requirements in paragraphs (h) and (i) of this section with 

regard to any particular parcel  shall  cause  such acquisition by the land bank to be null 

and void. 

 

 

        § 1609. Disposition of property.§ 1609. Disposition of property.§ 1609. Disposition of property.§ 1609. Disposition of property.    

    (a)  The  land  bank  shall  hold  in  its  own name all real property acquired by the land 

bank irrespective of the identity of the transferor of such property. 

    (b) The land bank shall maintain and make available for public  review and inspection a 

complete inventory of all real property dispositions by the land bank. Such inventory shall 



include a complete copy of the sales contract  including  all terms and conditions including, 

but not limited to, any form of compensation received by the  land  bank  or  any  other 

  party which is not included within the sale price. 

    (c)  The  land  bank  shall  determine  and  set forth in policies and procedures of the 

board of directors the general  terms  and  conditions for  consideration  to  be received by 

the land bank for the transfer of real property and interests in real property,  which  

consideration  may take  the  form  of monetary payments and secured financial 

obligations, covenants and conditions related to the present and future  use  of  the 

property,  contractual  commitments  of  the  transferee, and such other forms of 

consideration as are consistent with state and local law. 

    (d) The land bank may  convey,  exchange,  sell,  transfer,  lease  as lessor, grant, release 

and demise, pledge any and all interests in, upon or to real property of the land bank. 

    (e)  A foreclosing governmental unit may, in its local law, resolution or ordinance  

creating  a  land  bank,  or,  in  the  case  of  multiple foreclosing  governmental  units  

creating  a  single  land  bank in the applicable  intergovernmental   cooperation   

agreement,   establish   a hierarchical ranking of priorities for the use of real property 

conveyed by a land bank including but not limited to: 

    (1) use for purely public spaces and places; 

    (2) use for affordable housing; 

    (3) use for retail, commercial and industrial activities; 

    (4) use as wildlife conservation areas; and 

    (5)  such  other  uses and in such hierarchical order as determined by the foreclosing 

governmental unit or units. 

    (f) A foreclosing governmental unit may, in its local law,  resolution or  ordinance  

creating  a  land  bank,  or,  in  the case  of multiple foreclosing governmental units  

creating  a  single  land  bank  in  the applicable  intergovernmental  cooperation  

agreement,  require that any particular form of disposition of real property, or any  

disposition  of  real  property  located  within  specified  jurisdictions, be subject to 

specified voting and approval requirements of the  board  of  directors. Except and unless 

restricted or constrained in this manner, the board of directors  may delegate to officers 

and employees the authority to enter into and execute agreements, instruments of  

conveyance  and  all  other related  documents  pertaining to the conveyance of real 

property by the land bank. 

    (g)  All  property  dispositions  shall  be  listed  on  the  property disposition  inventory  

established  pursuant  to  paragraph (b) of this section within one  week  of  disposition.  

Such  records  shall  remain available  for  public  inspection in the property disposition 

inventory indefinitely. 

    (h) Failure to comply with the requirements in paragraph (g)  of  this section  shall  

subject  the land bank to a civil penalty of one hundred dollars per violation up to a 

maximum of ten thousand dollars  for  each parcel,  recoverable  in  an  action  brought by 

the attorney general or district attorney. The attorney general or district  attorney  may  also 

seek rescission of the real property transaction. 

 

§ 1610. Financing of land bank operations.§ 1610. Financing of land bank operations.§ 1610. Financing of land bank operations.§ 1610. Financing of land bank operations.    

    (a)  A land bank may receive funding through grants and loans from the foreclosing 

governmental unit or units which created the land bank, from other municipalities, from 

the state  of  New  York,  from  the  federal government, and from other public and private 



sources. 

    (b) A land bank may receive and retain payments for services rendered, for  rents  and  

leasehold  payments  received,  for  consideration  for disposition of real and personal 

property,  for  proceeds  of  insurance coverage  for  losses incurred, for income from 

investments, and for any other asset and activity lawfully permitted to a land  bank  under  

this article. 

    (c)  Upon  the  adoption  of  a local law, ordinance, or resolution by municipality, school 

district or any taxing district, fifty  percent  of the  real  property  taxes  collected  on  any  

specific  parcel of real property identified by such municipality, school district or any  

taxing jurisdiction  may  be  remitted  to  the  land  bank, in accordance with procedures 

established by regulations promulgated by the  department  of taxation  and  finance.  Such  

allocation  of real property tax revenues shall commence with  the  first  taxable  year  

following  the  date  of conveyance and shall continue for a period of five years. 

 

 

§ 1611. Borrowing and issuance of bonds.§ 1611. Borrowing and issuance of bonds.§ 1611. Borrowing and issuance of bonds.§ 1611. Borrowing and issuance of bonds.    

    (a)  A  land  bank  shall  have  power  to  issue bonds for any of its corporate purposes, 

the principal and interest of which are payable from its revenues generally. Any of such 

bonds may be secured by a pledge  of any  revenues,  including  grants or contributions 

from the state of New York,  the  federal  government,  or  any  agency,  and  

instrumentality thereof, or by a mortgage of any property of the land bank. 

    (b)  The  bonds  issued by a land bank are hereby declared to have all the qualities of 

negotiable instruments under New York state law. 

    (c) The bonds of a land bank created  under  the  provisions  of  this article  and  the  

income  therefrom  shall  at  all  times be free from taxation for the state of New York or 

local purposes under any provision of New York law. 

    (d) Bonds issued by the land bank shall be authorized by resolution of the board and 

shall  be  limited  obligations  of  the  land  bank;  the principal  and  interest,  costs of 

issuance, and other costs incidental thereto shall be payable solely from the income and 

revenue derived from the sale, lease, or other disposition of the assets of the land bank. In 

the discretion of the land bank, the bonds may be  additionally  secured by mortgage or 

other security device covering all or part of the project from  which  the revenues so 

pledged may be derived. Any refunding bonds issued shall be payable from any source  

described  above  or  from  the investment  of  any of the proceeds of the refunding bonds 

and shall not constitute an indebtedness or  pledge  of  the  general  credit  of  any 

foreclosing  governmental unit or municipality within the meaning of any constitutional or 

statutory limitation of indebtedness and shall contain a recital to that effect. Bonds of the 

land bank shall be issued in such form, shall be in such denominations, shall bear interest, 

shall  mature in  such  manner, and be executed by one or more members of the board as 

provided in the resolution authorizing the issuance thereof. Such  bonds may  be  subject  

to  redemption  at  the  option  of  and in the manner determined by the board  in  the  

resolution  authorizing  the  issuance thereof. 

    (e) Bonds issued by the land bank shall be issued, sold, and delivered in  accordance  

with the terms and provisions of a resolution adopted by the board. The board may sell 

such  bonds  in  such  manner,  either  at public  or at private sale, and for such price as it 

may determine to be in the best interests of the land bank.  The  resolution  issuing  bonds 

shall  be  published  in  a  newspaper of general circulation within the jurisdiction of the 



land bank. 

    (f) Neither the members of a land bank nor any  person  executing  the bonds  shall  be  

liable  personally  on any such bonds by reason of the issuance thereof. Such bonds or 

other obligations of a land  bank  shall not be a debt of any municipality or of the state of 

New York, and shall so  state  on their face, nor shall any municipality or the state of New 

York nor any revenues or any property of  any  municipality  or  of  the state of New York 

be liable therefor. 

 

 

 

§ 1612. Public records and public meetings.§ 1612. Public records and public meetings.§ 1612. Public records and public meetings.§ 1612. Public records and public meetings.    

    (a)  The  board shall cause minutes and a record to be kept of all its proceedings. Except 

as otherwise provided in this section, the land bank shall be subject to the open meetings 

law and the freedom of information law. 

    (b) A land bank shall hold a public  hearing  prior  to  financing  or issuance  of  bonds.  

The  land  bank  shall  schedule and hold a public hearing and solicit public comment. 

After the conclusion of  the  public hearing  and  comments,  the land bank shall consider 

the results of the  public hearing and comments with respect to the proposed  actions.  

Such  consideration  by  the  land bank shall include the accommodation of the  public 

interest with respect to such actions; if such  accommodation  is deemed  in  the  best  

interest  of the community proposed actions shall include such accommodation. 

    (c) In addition to any other report required by this chapter, the land bank, through its 

chairperson,  shall  annually  deliver,  in  oral  and written  form,  a  report  to  the  

municipality.  Such  report shall be presented by March fifteenth of each year to the 

governing body or board of the municipality. The report shall describe in  detail  the  

projects undertaken by the land bank during the past year, the monies expended by the 

land bank during the past year, and the administrative activities of the land bank during the 

past year. At the conclusion of the report, the chairperson  of  the land bank shall be 

prepared to answer the questions of the municipality with respect  to  the  projects  

undertaken  by  the authority  during the past year, the monies expended by the 

municipality during  the  past  year,  and  the  administrative  activities  of   the municipality 

during the past year. 

 

    

§ 1613. Dissolution of land bank.§ 1613. Dissolution of land bank.§ 1613. Dissolution of land bank.§ 1613. Dissolution of land bank.    

    A  land  bank  may be dissolved as a type C not-for-profit corporation sixty  calendar  

days  after  an  affirmative  resolution  approved   by two-thirds  of  the membership of the 

board of directors. Sixty calendar days  advance  written  notice  of  consideration  of  a  

resolution  of dissolution shall be given to the foreclosing governmental unit or units that  

created  the land bank, shall be published in a local newspaper of general circulation, and 

shall be sent certified mail to the trustee  of any  outstanding  bonds  of  the land bank. 

Upon dissolution of the land bank all real property, personal property and other assets of  

the  land bank  shall  become  the  assets of the foreclosing governmental unit or units that 

created the  land  bank.  In  the  event  that  two  or  more foreclosing  governmental  units  

create  a land bank in accordance with section sixteen hundred three of this article, the 

withdrawal of one  or more  foreclosing governmental units shall not result in the 

dissolution of the land bank unless the intergovernmental agreement so provides, and there 



is no foreclosing governmental unit that desires to  continue  the existence of the land 

bank. 

 

 

§ 1614. Conflicts of interest.§ 1614. Conflicts of interest.§ 1614. Conflicts of interest.§ 1614. Conflicts of interest.    

    No  member  of  the board or employee of a land bank shall acquire any interest, direct 

or indirect, in real property of the land bank, in  any real  property  to be acquired by the 

land bank, or in any real property to be acquired from the land bank. No member of the 

board or employee of a land bank shall have any interest, direct or indirect, in any contract 

or proposed contract for materials or services to be furnished  or  used by  a  land bank. 

The board may adopt supplemental rules and regulations addressing potential conflicts of 

interest and  ethical  guidelines  for members of the board and land bank employees. 

 

§ 1615. Construction, intent and scope.§ 1615. Construction, intent and scope.§ 1615. Construction, intent and scope.§ 1615. Construction, intent and scope.    

    The  provisions  of  this  article  shall  be  construed  liberally to effectuate the legislative 

intent  and  the  purposes  as  complete  and independent  authorization for the 

performance of each and every act and thing authorized by this  article,  and  all  powers  

granted  shall  be broadly  interpreted  to effectuate the intent and purposes and not as a 

limitation of powers. Except as otherwise expressly set  forth  in  this article, in the exercise 

of its powers and duties under this article and its  powers  relating  to  property held by the 

land bank, the land bank shall have complete control as fully and completely as if it 

represented a private property owner  and  shall  not  be  subject  to  restrictions imposed  

by  the  charter, ordinances, or resolutions of a local unit of government. 

 

 

§ 1616. Delinquent property tax enforcement.§ 1616. Delinquent property tax enforcement.§ 1616. Delinquent property tax enforcement.§ 1616. Delinquent property tax enforcement.    

    The  municipality may enter into a contract to sell some or all of the delinquent tax liens 

held by it to a land bank, subject to the following conditions: 

    (a) The consideration to be paid may be more or  less  than  the  face amount of the tax 

liens sold. 

    (b) Property owners shall be given at least thirty days advance notice of  such  sale in the 

same form and manner as is provided by subdivision two of section eleven hundred ninety  

of  the  real  property  tax  law. Failure  to  provide  such  notice  or  the  failure of the 

addressee to receive the same shall not in any way affect the validity of any sale of a tax lien 

or tax liens  or  the  validity  of  the  taxes  or  interest prescribed by law with respect 

thereto. 

    (c)  The  municipality  shall  set  the  terms  and  conditions of the 

  contract of sale. 

    (d) The land bank must thirty days prior to the  commencement  of  any foreclosure  

action  provide  to  the municipality a list of liens to be foreclosed. The municipality may, 

at its  sole  option  and  discretion, repurchase  a  lien or liens on the foreclosure list from 

the land bank. The repurchase price shall be the amount of the lien or liens  plus  any 

accrued interest and collection fees incurred by the land bank. The land bank  shall 

provide the foreclosure list to the municipality, along with the applicable repurchase price 

of each lien, by certified mail, and the municipality shall have thirty days from receipt to 

notify the land bank of its option to purchase one or more of the liens. If the  municipality 

opts  to  purchase the lien, it shall provide payment within thirty days of receipt of the 



repurchase  price  of  said  lien  or  liens.  If  the municipality  shall fail to opt to repurchase 

the lien or liens the land bank shall have the right to commence a foreclosure action 

immediately. 

    (e) The sale of a tax lien pursuant to this article shall not  operate to  shorten  the  

otherwise  applicable  redemption period or change the otherwise applicable interest rate. 

    (f) Upon the expiration of the redemption period  prescribed  by  law, the  purchaser  of  

a delinquent tax lien, or its successors or assigns, may foreclose the lien as in  an  action  to  

foreclose  a  mortgage  as provided  in section eleven hundred ninety-four of the real 

property tax law. The procedure in such action shall be the procedure prescribed  by 

article  thirteen  of  the real property actions and proceedings law for the foreclosure of 

mortgages. At any time following the commencement  of an  action  to foreclose a lien, the 

amount required to redeem the lien, or the amount received upon sale of a property, shall 

include reasonable and  necessary  collection  costs,   attorneys'   fees,   legal   costs, 

allowances, and disbursements. 

    (g)  The  provisions  of  title  five  of  article  eleven of the real property tax law shall 

apply so far as is practicable to a contract  for the sale of tax liens pursuant to this article. 

    (h)  If  the  court  orders  a  public sale pursuant to section eleven hundred thirty-six of 

the real property tax law, and  the  purchaser  of the  property  is the land bank, then the 

form, substance, and timing of the land bank's payment of the sales price  may  be  

according  to  such agreement  as is mutually acceptable to the plaintiff and the land bank. 

The obligation of the land bank  to  perform  in  accordance  with  such agreement  shall  

be  deemed to be in full satisfaction of the tax claim which was the basis for the judgment. 

    (i) Notwithstanding any other provision of law to the contrary, in the event that no 

municipality elects  to  tender  a  bid  at  a  judicially ordered  sale  pursuant  to  the  

provisions  of  section eleven hundred thirty-six of the real property tax law, the land bank 

may tender a  bid at  such  sale  in  an amount equal to the total amount of all municipal 

claims and liens which were the basis for the judgment. In the event  of such  tender  by  

the land bank the property shall be deemed sold to the land  bank regardless of any bids by 

any other third parties. The bid of the land bank shall be paid  as  to  its  form,  substance,  

and  timing according  to  such agreement as is mutually acceptable to the plaintiff and the 

land bank. The  obligation  of  the  land  bank  to  perform  in accordance   with   such  

agreement  shall  be  deemed  to  be  in  full satisfaction of  the  municipal  claim  which  

was  the  basis  for  the judgment.  The  land  bank,  as  purchaser  at  such sale shall take 

and forever thereafter have, an absolute title to the  property  sold,  free and  discharged  of  

all  tax  and  municipal  claims, liens, mortgages, charges and estates of whatsoever kind. 

The deed to the land bank  shall be executed, acknowledged and delivered within thirty 

days of the sale. 

 

§§§§    1617. Contracts.1617. Contracts.1617. Contracts.1617. Contracts.    

    (a)  The  land  bank  may,  in  its  discretion,  assign contracts for supervision  and  

coordination  to  the  successful   bidder   for   any subdivision  of  work  for  which  the  

land  bank  receives  bids.  Any construction, demolition, renovation and reconstruction 

contract awarded by the land bank shall contain such other terms and  conditions  as  the 

land  bank  may  deem  desirable.  The  land  bank  shall  not award any construction, 

demolition, renovation and reconstruction contract greater than ten thousand dollars 

except  to  the  lowest  bidder  who,  in  its opinion,   is  qualified  to  perform  the  work  

required  and  who  is responsible and reliable. The land bank may, however, reject any or  



all bids  or  waive  any informality in a bid if it believes that the public interest will be 

promoted thereby. The land bank may reject any bid, if, in  its  judgment,  the  business  

and  technical  organization,  plant, resources,  financial  standing,  or  experience of the 

bidder justifies such rejection in view of the work to be performed. 

    (b) For the purposes of article fifteen-A of the executive  law  only, the  land  bank  shall  

be deemed a state agency as that term is used in such article, and all contracts for 

procurement,  design,  construction, services  and  materials  shall  be  deemed  state  

contracts within the meaning of that term as set forth in such article. 
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  Responding to the Mortgage Crisis: 
Three Cleveland Examples 

 W. Dennis Keating* 
 Kermit J. Lind** 

 I. Introduction 

  Years before the mortgage crisis  fueled by subprime and preda-
tory lending became a national crisis in 2008, this emerging disaster 
was ravaging neighborhoods in Cleveland, Ohio. 1  Unlike cities in fast-
growing states like California, Florida, and Nevada that later suffered 
the highest rates of foreclosure and housing abandonment, Cleveland 
had never experienced a housing bubble. In a region with long term eco-
nomic problems and in a city whose population has declined steadily 
since 1950 (from 914,818 to 397,000 in 2010), 2  housing prices and val-
ues were among the lowest among major cities in the United States. 3  
Despite a relatively stable housing market, beginning in 1995 the fore-
closure fi lings increased sharply. 4  

 Investigations that followed revealed that homeowners were being 
persuaded to refi nance their mortgages and often to fi nance home repairs 

*J.D., University of Pennsylvania, Ph.D., University of California at Berkeley. Pro-
fessor of Urban Planning and Law, Colleges of Urban Affairs and Law, and Director, 
Master of Urban Planning, Design, and Development Program, Cleveland State Uni-
versity

** J.D., Cleveland-Marshall College of Law, Clinical Professor of Law Emeritus, 
Cleveland-Marshall College of Law.

1.  See  Kermit J. Lind,  The Perfect Storm: An Eyewitness Report from Ground Zero in 
Cleveland’s Neighborhoods , 17  J. Affordable Housing & Community Dev. L.  237, 
237-240 (Spring 2008) [hereinafter Lind,  Perfect Storm ] ; see also  W. Dennis Keating, 
Preventing Foreclosures, Rebuilding Neighborhoods: Cleveland 3-5 (2010) (unpub-
lished manuscript, on fi le with authors) [hereinafter Keating, Preventing Foreclosures]. 

 2.  See  Rich Exner,  Where Did All Those Clevelanders Go? ,  The Plain Dealer , 
Mar. 27, 2011, at B1 (noting that Cleveland’s population was 431,363 in 2009). 

 3.  See  Rich Exner,  Cuyahoga Home Sales and Home Prices Down Against This 
Year: Sunday’s Numbers ,  The Plain Dealer  (Nov. 27, 2011, 9:00 AM),  http://www.
cleveland.com/datacentral/index.ssf/2011/11/cuyahoga_home_sales_and_home_p.
html ;  see also  Michelle Jarboe McFee,  House Prices Take a Double Dip as Much-
Watched Indices Show Declines Nationwide, In Cleveland ,  The Plain Dealer  
(May   31,   2001,   11:13    PM),   http://www.cleveland.com/business/index.ssf/2011/05/
house_prices_take_a_double_dip.html. 

 4.  See   Zach Schiller & April Hirsh, Policy Matters Ohio, Foreclosure 
Growth in Ohio  9 tbl.4 (2008),  available at http://www.policymattersohio.org/pdf/
ForeclosureGrowthInOhio2008.pdf  
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 5. While in Cleveland January 4, 2012 to announce the appointment of Richard Cor-
dray to head the Consumer Finance Protection Bureau, President Obama made a highly 
publicized visit to the home of an elderly couple who ended up with an $80,000 loan by 
contracting for a $8,000 home repair job.  See  http://blog.cleveland.com/metro/2012/01/
obamas_visit_wednesday_is_life.html 

 6.  A Boom in Houses of Cards: By Flipping Inner-City Properties Owners Infl ate 
Prices and Snare Outside Buyers Who Pay Premium Prices ,  The Plain Dealer , Aug. 
28, 2000, at A1; Olivera Perkins,  Teetering on a Shaky Foundation; Court Cracks 
Down on Landlord’s Run-Down Houses ,  The Plain Dealer , Sept. 24, 2000, at 
A1;  see  Lind,  Perfect Storm, supra  note 1, at 239 n.7; Alex Kotlowitz,  All Boarded 
Up ,  N.Y. Times , Mar. 6, 2009,  available at  http://www.nytimes.com/2009/03/08/
magazine/08Foreclosure-t.html. 

 7.  See, e.g. , Mark Gillispie, Frank Viola, Uri Goffman sentenced to federal prison in 
mortgage fraud scheme,  The Plain Dealer,   http://blog.cleveland.com/metro/2012/01/
viola_gofman_sentenced_to_long.html . Mark Gillispie,  Mortgage Broker Sentenced in 
Slavic Village Fraud Case ,  The Plain Dealer , May 20, 2010, at B1; Karl Turner, 
 Cuyahoga County Investigators Bust $44 Million Mortgage Fraud Scheme ,  The 
Plain Dealer  (Aug. 27, 2009, 12:20 AM), http://blog.cleveland.com/metro/2009/08/
cuyahoga_county_investigators.html; 

 8.  See generally  Lind,  Perfect Storm, supra  note 1; Kotlowitz,  supra  note 6;  see also  
 Cleveland vs. Wall Street  , infra  note 67. 

 9.  See generally  Lind,  Perfect Storm, supra  note 1; Kotlowitz,  supra  note 6. 

and amenities through predatory lending, including adjustable rate 
mortgages with initial low interest rates (“teaser loans”). These loans 
typically had onerous terms that disadvantaged consumers. Many bor-
rowers, especially the elderly, had no understanding of these terms. 5  
Worse, in this initial period, speculators engaged in “fl ipping.” 6  This 
typically meant that they purchased homes with housing code viola-
tions, doing minimal cosmetic or no repairs, and then resold these homes 
at much higher prices. This involved fraud with “straw” purchasers, in-
fl ated appraisals and falsifi ed loan applications. Subsequently, several 
mortgage brokers and their accomplices were convicted of mortgage 
fraud. 7  Unfortunately, criminal prosecutions came long after the dam-
age to vulnerable homeowners and Cleveland neighborhoods had al-
ready occurred. By 2000, Slavic Village and other vulnerable Cleveland 
neighborhoods were fi ghting for their lives against the forces of a hous-
ing fi nance system running amok. 8  

 The Cleveland neighborhood of Slavic Village was especially hard 
hit, with massive amounts of mortgage fraud followed by hundreds of 
foreclosures of borrowers resulting in housing abandonment and wide-
spread blight. 9  This working class neighborhood historically populated 
with European immigrants working in the adjacent industrial valley had 
seen its population decline with the loss of manufacturing jobs. How-
ever, several community organizations had led efforts in the 1980s and 
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1990s to counteract decline. Most effective among these has been Slavic 
Village Development (SVD), which promoted affordable housing, com-
mercial development, and recreation attractions to retain residents and 
attract newcomers. 10  It had enjoyed considerable success in revitalizing 
the neighborhood. 11  By 1999 it was apparent that SVD’s investments 
in revitalization were being undermined by destructive housing market 
practices and mortgage fraud. 12  Millions of dollars in housing rehabili-
tation and new construction supported by restored or new infrastructure 
was being undermined by a fl ood of abandoned blighted houses with 
mortgage loans in deep default. By 2005 it was clear that Cleveland was 
at a crossroads and even suburban mayors were alarmed by the surge of 
foreclosures in their jurisdictions. 13  

 Just as SVD fought back against predatory lending, mortgage fraud, 
and speculator fl ipping, the City of Cleveland and Cuyahoga County 
also sought to prevent these practices and stem the rising tide of foreclo-
sures. This included legislation, litigation, and homeowner counseling. 14  
This article will focus on three examples of the response to the mort-
gage crisis in Cleveland: the Cleveland Housing Court, the Cuyahoga 
County Land Reutilization Corporation (land bank), and community 
development corporations (CDCs) and local intermediaries (namely, the 
Cleveland Housing Network (CHN) and Neighborhood Progress, Inc. 
(NPI)). Each of these entities has developed initiatives aimed at the cri-
sis, often in an innovative fashion. While many other cities have  similar 

 10.  See generally  Emily K. Miller & Jennifer L. Scofi eld,  Slavic Village: Incor-
porating Active Living into Community Development Through Partnerships , Robert 
Wood Johnson Foundation,  available at http://www.rwjf.org/fi les/research/4307.53036.
slavicmiller.pdf  

 11.  See  Norman Krumholz, W. Dennis Keating, Philip D. Star & Mark C. Chupp, 
 The Long-Term Impact of CDCs on Urban Neighborhoods: Case Studies of Cleveland’s 
Broadway-Slavic Village and Tremont Neighborhoods , 37  J. Cmty. Dev. Soc ’ y  33, 52 
(2006). 

 12.  See generally  Lind,  Perfect Storm, supra  note 1; Kotlowitz,  supra  note 6 (dis-
cussing background on the destruction that occurred in the Slavic Village neighbor-
hood). 

 13.  See generally   Alan Mallach, Lisa Mueller Levy, & Joseph Schilling, 
Cleveland at the Crossroads: Turning Abandonment into Opportunity  
(2005) (discussing the problems of vacant properties and abandoned buildings that had 
reached crisis proportions in Cleveland during the summer of 2004 and offering solu-
tions to remove blight and revitalize the city through a partnership of local government, 
community organizations, and the private development community). 

 14.  See generally   Claudia J. Coulton & Kathryn W. Hexter, Facing the Fore-
closure Crisis in Greater Cleveland: What Happened and How Communities 
are Responding  (July 2010) (documenting the foreclosure crisis in northeast Ohio 
and discussing several multi-faceted responses implemented in the City of Cleveland). 
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 15.  See  Allen Mallach,  Bringing Buildings Back: From Abandoned Properties 
to Community Assets , National Housing Institute (2006), pp. 29, 45-46, 136, 142. 

 16.  See   Zach Schiller & April Hirsh, Policy Matters Ohio, Foreclosure 
Growth in Ohio  9 tbl.4 (2008),  available at http://www.policymattersohio.org/
pdf/ForeclosureGrowthInOhio2008.pdf  (according to Schiller and Hirsh, there were 
3,345 new foreclosure fi lings in Cuyahoga County in 1995, and by 2007, this fi gure 
had increased fourfold to 14,946, representing a 346.8% increase over the preceding 
twelve-year period. Not incidentally, Schiller and Hirsh also report the number of new 
foreclosure fi lings quadrupled in all but twelve Ohio counties and nearly quintupled 
state-wide). 

 17.  See  Sandra Livingston,  Cuyahoga’s New Foreclosures up 13% for First Half 
of Year ,  The Plain Dealer,  July 19, 2010, at B1 ; see also  discussion  infra  note 91. 
This trend was also reported as occurring throughout the state of Ohio in 2009.  See  
 David Rothstein & Sapna Mehta, Policy Matters Ohio, Foreclosure Growth 
in Ohio  2 (Mar. 2009),  available at  http://www.policymattersohio.org/wp-content/up
loads/2011/09/ForeclosureGrowth2009.pdf. 

 18. Research is being conducted to fi nd out if mortgagees are not fi ling foreclosures 
in neighborhoods mortgage servicers are now identifying as having low-value housing 
stock. Government Accountability Offi ce , Mortgage Foreclosures: Additional Mort-
gage Servicer Actions Could Help Reduce the Frequency and Impact of Abandoned 
Foreclosures , GAO-11-93, November 2010: Michael Schramm, April Hirsh, Diwakar 
Vadapalli, Daniel J. Van Grol, Esq., Krista Moine Nelson, Esq., Claudia Coulton, Ph.D., 
 Stalling the Foreclosure Process: The Complexity Behind Bank Walkaways, http://blog.
case.edu/msass/2011/02/07/stalling_the_foreclosure_process_the_complexity_be
hind_bank_walkaways.html . Also, there is some question about the extent of strategic 
default in suburban neighborhoods where more upscale housing was purchased in the 
past fi ve years in anticipation of resale or refi nancing that is now impossible. 

 19. U.S. Census 2000, Summary File 1. 
 20. Though there is no consensus on the true number of vacant properties in the City 

of Cleveland, observers indicate there were over 11,000 vacant properties in 2010 and 
over 20,000 vacant properties in early 2011.  See   Re-Imagining Cleveland: Ideas to 
Action, Resource Book , at 5 (2011);  see also  Presentation to the Fed. Reserve Bank 
of Phila. by Frank Ford, Senior Vice President, Neighborhood Progress, Inc., Trends—
Abandonment, at 5 (May 12, 2010) [hereinafter Ford]. 

organizations, these Cleveland examples have been cited as models 
which provide lessons to other cities facing similar problems. 15  

 In the case of Cuyahoga County, residential mortgage loan foreclo-
sures more than quadrupled between 1995 and 2007. 16  Until 2009, a 
majority of these foreclosures were in the City of Cleveland. In 2010, 
the number foreclosures in suburban Cuyahoga County exceeded those 
in the City of Cleveland. 17  Increasingly, foreclosures involve prime 
rather than subprime mortgage loans and the major cause is believed 
to be more the result of economic problems, primarily unemployment 
due to the recession and diminishing equity for owners needing to sell 
or refi nance. 18  

 Along with the soaring number of foreclosures, the number of va-
cant, abandoned housing units also rose. In the 2000 United States 
census, 25,218 housing units in Cleveland were counted as vacant. 19  
In the 2010 census that number rose to 40,046. 20  This was an increase 
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 21. Statement by Edward Rybka, Dir., Cleveland Dep’t Bldg. & Hous. to the 
Cuyahoga Affordable Hous. Alliance (May 2, 2011) (on fi le with author). 

 22. The term “toxic title” was coined fi rst by Kermit Lind and has been since re-
ferred to in national conversations on the foreclosure crisis.  See generally  Lind,  Perfect 
Storm, supra  note 1; Kermit J. Lind,  Can Public Nuisance Law Protect Your Neighbor-
hood from Big Banks? , 44  Suffolk U. L. Rev.  89, 100 n.40 (2011) [hereinafter Lind, 
 Protect Your Neighborhood ];  see also  Keating, Preventing Foreclosures,  supra  note 1, 
at 4; Michael Orey,  Dirty Deeds ,  Business Week,  Jan. 14, 2008, at 1,  available at  http://
www.businessweek.com/magazine/content/08_02/b4066046083770.htm. 

 23.  See  Lind,  Perfect Storm, supra  note 1, at 249. 
 24. As part of Cuyahoga County’s Foreclosure Prevention program, $1 million 

was allocated to the City of Cleveland for demolition purposes.  See   Alan C. Wein-
stein, Kathryn W. Hexter & Molly Schnoke, Responding to Foreclosures 
in Cuyahoga County: A Pilot Initiative — Interim Report  27 (May 12, 2008), 
 available at http://urban.csuohio.edu/publications/center/center_for_community_wplan
ning_and_development/foreclosures_05_12_08.pdf  [hereinafter Weinstein] ; see also  
Ford,  supra  note 20 (indicating that over the immediately following three-year period, 
300 closely-situated homes in the City of Cleveland are projected to be demolished 
pursuant to the City’s Opportunity Homes program, together with Neighborhood Prog-
ress, Inc). 

from 11.7% to 19.3%. A signifi cant number of those structures in 
2010 were abandoned, without prospective buyers (other than possibly 
speculative fl ippers), and blighted due to neglect and vandalism. This 
has required the City of Cleveland to greatly increase its spending on 
maintaining these abandoned structures in lieu of responsible absentee 
owners and in the case of thousands to eventually demolish them as 
nuisance properties. In 2010, the city’s building department estimated 
that approximately 7,067 abandoned residential buildings constituted 
blighted nuisances. 21  

 An additional problem associated with housing abandonment is 
the condition of the title. The term “toxic title” 22  has been applied 
to describe a title to real property where no one with a legal interest 
can realize a benefi t from the exercise of property rights suffi cient to 
justify the transaction costs. 23  Titles cannot be conveyed because of 
liens and liabilities costing more than the property is worth. Bankrupt 
owners who have lost control of their property cannot sell it or even 
give it away because of the liabilities attached. At a sheriff’s sale in 
a foreclosure proceeding, buyers will not pay the statutory minimum 
price nor will the judgment lien holder take ownership in exchange for 
the debt owed. In this limbo, the house may sit for years as a public 
nuisance bringing down the value and marketability of neighboring 
houses. 

 The number of demolitions by the city has risen steadily over the past 
several years. 24  But this has fallen far short of the number of nuisance 
properties. In 2010, the city spent approximately $7.5 million on nuisance 
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 25. Statement by Ed Rybka, Commissioner, City of Cleveland Department of Hous-
ing and Building, May 2, 2011. 

 26. Neighborhood Stabilization Program, Community Development Block Grant 
Action Program, Department of Community Development, City of Cleveland. 

 27. This early history of the Housing Court was recounted for this article in con-
versations with Rokakis, a friend of the authors. Rokakis reports that he got a B for 
the paper written for a political science course. In a similar fashion, Rokakis’ proposal 
received mixed reviews outside of the classroom.  See, e.g., Housing Court is Proposed , 
 The Plain Dealer , p. 19, Feb. 18, 1979 (“[A] housing court judge would have too 
much time to just twiddle his thumbs on the bench.“); Katherine Hatten,  The time for 
Cleveland Housing court is now ,  The Plain Dealer, Mar. 4, 1979, at 26;   Councilmen 
Get Help in Drive to Establish Housing Court for City ,  The Plain Dealer , Mar. 14, 
1979 (“the only hope for the city lies in . . . a comprehensive code enforcement pro-
gram. And a housing court is a prerequisite for any effective enforcement program.”). 

 28. A copy of SB 35, 113 th  General Assembly, 1979, is on fi le with the author. The 
provisions of the legislation are described in Frederic P. White,  The Cleveland Housing 
Court Act: New Answer to an Old Problem , 30  Clev. St. L. Rev. 41 ( 1981). 

 29.  See generally  Robert Jaquay,  Cleveland’s Housing Court: A Grassroots Victory 
25 Years Ago Paved the Way for a Reliable, Much Needed Institution ,  Shelterforce,  
May/June 2005,  available at  http://www.nhi.org/online/issues/141/housingcourt.html. 

abatement but recovered only about $2 million of these costs. 25  In a city 
with very limited fi nancial resources, the growing need for demolitions 
vastly exceeds the funds available, even with the addition of the federal 
Neighborhood Stabilization Program (NSP) created in 2008. In three 
rounds of NSP funding, Cleveland has received approximately $45 mil-
lion, most of which has been targeted for the demolition of blighted, 
abandoned housing. 26  In a very depressed housing market, there is little 
immediate prospect of replacing most of this lost housing with new 
construction, in part because the city’s reduced population has led to a 
surplus of vacant housing. Despite these discouraging data, the follow-
ing three examples of responses give hope that the challenges caused by 
this crisis can be met and the city’s neighborhoods can be rebuilt even 
with a reduced population and reconfi gured land uses. 

 II. The Cleveland Municipal Court, Housing Division 

 The Cleveland Housing Court started with a 1974 college term paper 
written by Jim Rokakis, an Oberlin College undergraduate from Cleve-
land. 27  In the following term, Rokakis worked for a State Senator, 
Charles Butts, whose interest in a housing court for Cleveland resulted 
in a bill in the Ohio General Assembly to authorize the establishment of 
housing divisions in Ohio municipal courts. 28  Two years later, Rokakis 
was elected to Cleveland City Council and, with another councilman, 
Terence Copeland, spent much of his fi rst year in council lobbying state 
legislators for the passage of the housing court bill. 29  After the bill was 
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 30.  See id . (“[I]n 1980 the creation of [the] Cleveland Municipal Housing Court by 
Ohio’s General Assembly was viewed as both an important urban reform and a grass-
roots advocacy victory.”). 

 31.  See, e.g., Landlord-Tenant Handbook: Rights and Responsibilities Under Ohio 
Law , 4,  http://www.hapcap.org/documents/LANDLORD.pdf . 

 32.  See infra  notes 95, 102-103, 113 and accompanying text. 
 33. Any consideration of the Cleveland Housing Court’s history, development and 

characteristics must rely, at least in part, on the publications of Frederic White, Dennis 
Keating, and Robert Jaquay.  See  White, supra note 28; W. Dennis Keating,  Judicial 
Approaches to Urban Housing Problems: A Study of the Cleveland Housing Court , 
19  Urb. Law. 345 (1987) [ hereinafter Keating,  Judicial Approaches ] ;  Jaquay,  supra  
note 29; Kermit Lind,  The People’s Court: Cleveland Housing Court Judge Raymond 
Pianka Uses Innovative Legal Tactics to Achieve Code Compliance, but is it Enough 
to Stabilize Neighborhoods? ,  Shelterforce , Mar. 23, 2012, http://www.shelterforce.
org/article/2482/the_peoples_court. 

passed near the end of the legislative session in 1979, opponents of 
the measure in Cleveland urged Republican Governor James Rhodes 
to veto the bill. Rokakis relates he made an urgent appeal to newly 
elected Cleveland Mayor George Voinovich, who persuaded the Gov-
ernor not to veto the bill and to let the legislation go into effect without 
his signature. Thus, in 1980, Cleveland’s Housing Court, the fi rst in 
Ohio, was established. 30  This new development was only one of several 
major housing initiatives of the 1970s. The decade of the 70s saw the 
establishment of fair housing advocacy and enforcement programs in 
Cleveland and its suburbs. A landlord-tenant act was enacted by the 
state legislature in 1974. 31  Neighborhood organizations attacked banks 
over red-lining and disinvestment of inner-city minority and racially 
diverse neighborhoods. Neighborhood advocates also railed at the city 
about the lack of code enforcement in the face of neighborhood decline. 
Cleveland got legislative authorization in 1978 to operate a land bank 
program to get access to unproductive tax-dead properties and put them 
back into productive use. 32  The Housing Court emerged in a period of 
concern and urgency about the decline of urban housing and neighbor-
hoods. It was thus cast from the outset as a court to meet the needs of 
people who were demanding a means to stop decline. 33  

 Housing courts, like other special purpose courts, have several dis-
tinguishing features. They have a specifi c and limited original subject 
matter jurisdiction. Their judges and other personnel are intended to 
have a high degree of knowledge and expertise in the subject matter 
of the court. They manage cases and adjudicate them to get a remedial 
result, preferring compliance over punishment. Often they are equipped 
with special personnel and resources to assist the court in carrying out 
its remedial purpose and to solve problems informally as well as to 
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 34.  Ohio Rev. Code Ann. § 1901.01 ( West 2011);  see  Jaquay,  supra  note 29 (“[A]
ttorneys and [housing] court offi cials look[] for innovative solutions that benefi t both the 
parties before the Court and the community at large.”); Keating,  Judicial Approaches, 
supra  note 33, at 348 (“One of the major features of a housing court [relative to tradi-
tional courts] is . . . a judge with a suffi ciently long term and experience to better deal 
with housing problems. . . .”); White,  supra  note 28, at 46 (discussing the role of the 
Housing Court Specialist as a mechanism for “steering homeowners to various loan and 
grant programs to secure funds for necessary repairs.”). 

 35.  Ohio Rev. Code Ann. § 1901.01 ( West 2011). 
 36. In Ohio, the jurisdiction of a municipal court may encompass more than one 

municipality. For instance, the Cleveland Municipal Court jurisdiction includes the Vil-
lage of Bratenahl. 

 37.  Ohio Rev. Code Ann. § 1901.01 ( West 2011). 
 38.  See id . § 1901.131. 
 39.  See id . § 1901.181. 
 40.  See id . § 1901.17. 

issue orders and judgments. Ohio’s enabling statute grants to statutory 
housing courts special tools and powers to be a problem solving and 
remedial court accessible by ordinary persons as well as those who are 
represented by legal counsel. 34  Thus, in housing courts people evicted 
from their home may be connected to social services to mitigate the 
disruption of their lives. Low-income housing code violators may get 
access to special community-based fi nancial assistance or home repair 
services. Defendants whose housing problems are part of other and 
larger legal problems may obtain advice or access to legal assistance in 
dealing with those collateral issues. Those whose capacity to comply 
with court orders is limited can get advice and guidance from Housing 
Specialists on the Court’s staff in executing an approved compliance 
plan. The criminal defendants in the courts are not charged with felo-
nies and, unless they are defi ant or chronic violators, are presumed to be 
persons who can be helped to solve a compliance defi ciency problem. 

 Chapter 1901 of the Ohio Revised Code governs the Cleveland Mu-
nicipal Housing Court. 35  Specifi cally, section 1901.01 establishes the 
Cleveland Municipal Court, and section 1901.02 provides that courts es-
tablished by section 1901.01 have jurisdiction within the corporate lim-
its of their respective municipal corporations and are courts of record. 36  
Section 1901.011 establishes the housing division in the Cleveland Mu-
nicipal Court. 37  The section was subsequently amended to establish a 
housing court in Toledo and an environmental court in Franklin County, 
which includes Columbus. This environmental division of the Franklin 
County Municipal Court lacks jurisdiction in landlord-tenant but is oth-
erwise endowed with all the powers, 38  subject matter 39  and monetary 40  
jurisdiction of housing divisions, plus some specifi cally designated ju-
risdiction granted pursuant to section 1901.183. 
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 41.  See id . § 1901.181. 
 42.  See id . § 1901.131. 
 43.  See  White,  supra  note 28, at 56. 
 44.  Id . at 52. 
 45.  Id . at 53 (discussing whether a Massachusetts decision allowing citizens to fi le 

criminal actions was a possible option in Ohio). 

 These special purpose housing divisions have specifi ed subject mat-
ter jurisdiction but are allotted powers within their subject matter ju-
risdiction that are greater than those of general divisions of municipal 
courts. A statutory housing court has exclusive jurisdiction in eviction 
and other civil matters involving housing or land use regulation in ad-
dition to misdemeanor criminal actions for violations of local building, 
housing, air pollution, sanitation, health, fi re, zoning or safety codes 
and for any regulation applicable to premises used or intended for the 
use as a place of human habitation, buildings, structures or any other 
real property subject to any such code or ordinance. 41  Where a case is 
brought with claims within the exclusive jurisdiction of the housing 
division, the court can adjudicate all related claims in the case and ex-
ercise all the power of a common pleas court to make fi ndings, render 
judgments or issue orders. 42  This augmented authority prevents defen-
dants from moving housing cases out of the housing division by raising 
counter-claims or cross-claims on matters not within the original juris-
diction of the housing division. 

 At the time of its initiation, it was not certain that the new court would 
be successful. Certainly, there were those who did not want it to be. 
However, Professor Frederic White was not one of them and supported 
his position in favor of the housing court in a 1981 law review article 
where he reported on the initial political and fi nancial obstruction of 
the court’s request for suffi cient resources to employ the staff needed 
to carry out the plan designed for operational effectiveness. 43  The court 
had to make due with a staff of 5, including the judge and his bailiff, 
instead of the requested 14. 44  There was also bickering over the source 
of the funds for the court. By law, the city must pay the expenses of the 
court, but the law does not specify from which fund and how much the 
court shall be allocated. The lack of support from the city council meant 
that cases languished on the crowded docket. One method of speeding 
up the process that was then explored was allowing citizens to come 
to court with a sworn statement about an unlawful condition and fi le a 
criminal complaint directly without waiting for the city’s inspectors and 
the Law Department to do this with time-consuming procedures that 
slowed the enforcement process. 45  In his 1987 article, Professor  Dennis 
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 46.  See  Keating,  Judicial Approaches, supra  note 33, at 351-57. 
 47.  See  Jaquay,  supra  note 29. 
 48. 2010 Ohio Courts Statistical Report, The Supreme Court of Ohio, June 2011, 

p. 93, http://www.sconet.state.oh.us/Publications/annrep/10OCS/default.asp. 
 49.  Id . at 202. 
 50.  Id . It is important to note that the collection of fi nes is not a function of the 

Housing Court but a function of the Municipal Clerk of Court. There was controversy 
reported in the local news at the end of 2010 over the fact that millions of dollars in 
fi nes levied by the court on large or out-of-state absentee property owners went uncol-
lected.  See generally  Sandra Livingston,  Cleveland Housing Court Issued $20 Million 
in Fines for Contempt by No-Show Companies, But Collections are Sparse ,  The Plain 
Dealer , Nov. 22, 2010 (discussing the role of the Clerk of Courts in collecting fi nes 
imposed by the Housing Court and noting the disparity in the amount of fi nes imposed 
relative to those collected). 

 51. J. Raymond L. Pianka,  Cleveland Housing Court , 7,  http://www.clevelandhous
ingcourt.org/clevelandmarshall.pdf  (last visited Dec. 14, 2011). 

 52.  Id . 
 53.  Id . 
 54.  See  Rich Exner,  2010 Census Population Numbers Show Cleveland Below 

400,000; Northeast Ohio Down 2.2 Percent ,  The Plain Dealer , Mar. 9, 2011 (noting 
that Cleveland’s population was 477,472 in 2000 and 396,815 in 2010). 

Keating reported on persistent resource defi ciencies that limited the 
ability of the Housing Court to achieve its code enforcement potential. 46  

 In its fi rst year of operation, the Housing Court handled 6,452 evic-
tion cases and 599 criminal code compliance cases. 47  Clearly there was 
a demonstrated need for the services of a housing court both for civil 
eviction cases and for criminal prosecutions brought by the City of 
Cleveland’s law department. Courts, after all, can only be available; 
cases are brought to them by litigants. After its fi rst decade, the capacity 
and case load in the Cleveland Housing Court grew rapidly. By 2010, its 
30 th  anniversary year, the court’s case load and the costs and fi nes col-
lected reached an all-time high. There were 11,555 civil cases, the vast 
majority of which were evictions. 48  There were 8,075 criminal cases. 49  
Fees and fi nes collected that year totaled $554,177. 50  No single judge 
in Ohio can match the current volume of cases heard by the Cleveland 
Housing Court judge. 

 Looking more specifi cally at the case load in the years of mortgage 
crisis, in 2000, there were 11,166 civil cases and 5,950 criminal cases 
fi led. 51  Over the ensuing decade the number of civil cases ranged from 
a low in 2003 of 10,565 to a high in 2008 of 12,385. 52  Criminal cases 
brought by city prosecutors had a wider range of variation from a low in 
2006 of 3,693 to the 2010 high of 8,075. 53  The steady volume of evic-
tions and the recent rise in criminal cases are all the more remarkable in 
face of the decrease in Cleveland’s population by some 81,000 people, 
17%, during the decade. 54  It suggests that the decline in economic and 
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 55. It must be noted that while fi nes are ordered by the Court, collections are done 
by the Clerk of Court, who in Cleveland is a separately elected offi ce holder. This 
fragmentation of functions results in some loss of coordination and interesting electoral 
politics.  See, e.g., Memo to the Housing Court: The Judge Fines; The Clerk Collects: 
Editorial ,  The Plain Dealer,  Nov. 26, 2010 (noting that large fi nes, while intended to 
force compliance, are ineffective unless they can be enforced). 

 56. The data reported here is from an internal document prepared by staff of the 
Housing Court a copy of which was provided to the author with whom it remains on 
fi le. 

 57.  Id . 
 58.  Id . 
 59.  See  discussion  infra  Section IIA: Defi ant Corporations and Absentee Investors. 

demographic strength results in more housing and neighborhood insta-
bility refl ected in evictions and especially in noncompliance with local 
residential codes. The data on fi nes and costs collected by the Munici-
pal Clerk of Court 55  is even more dramatic. In 2008 and 2009, collec-
tions jumped to an average of more than $650,000 and were $554,177 
in 2010. 56  Before that, collections topped $400,000 only twice, in 1998 
and 2005. 57  They slumped to $268,000 and $256,000 respectively for 
2006 and 2007. 58  Data on the amount of fi nes ordered by the court was 
not kept before 2010 so that it is impossible to compare collections 
with fi nes levied. However, in widely heralded cases, some multi-
million dollar fi nes were levied by the court against commercial dealers 
in foreclosed residential properties since 2009. 59  

 The current capacity of the Housing Court is greatly improved from 
what it was in the fi rst half of the court’s existence. In its 30 th  anni-
versary retrospective in 2010, Judge Raymond Pianka reported that 
the court’s personnel numbered 45—9 Housing Court Specialists, 
5 magistrates and 5 clerks, 12 bailiffs, plus administrative and part-time 
clerks and interns. The most important fi gure is, of course, the presid-
ing judge. Raymond Pianka has been judge in the Housing Court for 
the past 16 years. There is no doubt that his infl uence and leadership 
brought this court to national and international recognition, especially 
for its response to the conditions wrought by the mortgage crisis. 
Pianka’s resume is perfect for his offi ce. He was born, raised and educated 
in Cleveland, was founding director of one of the city’s most successful 
community development corporations, went on to serve on city council 
for ten years where he chaired the community development committee 
of the council, and was then elected in 1995 to serve as judge of the 
Housing Court. His knowledge of the city and its history is encyclope-
dic as is his familiarity with the city’s ordinances on housing and land 
use. Those who come into his court room leave impressed by the fair 
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 60.  See  Kotlowitz,  supra  note 6, at 6 (reporting statement of a defendant’s attorney 
that the court’s judgment was unconstitutional and that Destiny Ventures would no lon-
ger do business in Cleveland);  see also http://cleveland.craigslist.org/reo/2727693875.
html  (anonymous fl ipper of houses complains about “Judge Pianka’s hanging court.”). 

 61. Sterios Theologides, General Counsel senior vice president and general counsel 
for CoreLogic, a provider of consumer, fi nancial, and property information, analyt-
ics, and services to business and government and a former general counsel to Morgan 
Stanley’s residential mortgage business and to New Century Financial Corporation, an 
originator of subprime mortgage loans, made it clear that the general practice of ser-
vicers of bank-owned residential properties responsible for the maintenance low-value 
homes would refuse to repair or maintain them and get rid of them in their distressed 
condition instead of complying with local housing codes . Servicing REO Properties: 
The Servicer’s Role and Incentives ,  REO & Vacant Properties: Strategies for 
Stabilization , Federal Reserve Banks of Boston and Cleveland and the Federal Re-
serve Board 77—85 n.5 (2010); see also Kermit Lind,  Can Nuisance Law Protect Your 
Neighborhood From Big Banks?   44 Suffolk U. L. Rev.  89, 101-102; Frank Ford, 
 Cleaning Up After the Foreclosure Tsunami: Tackling Bank Walk-Aways and Vulture   
  Investors , Shelterforce, Fall/Winter; Sandra Livingston,  Cleveland housing court 
judge fi nes 2 real estate fi rms about $13 million for neglect , http://blog.cleveland.com/
metro/2010/06/cleveland_housing_court_judge_1.htmlf2009 

 62.  See A Boom in Houses of Cards, supra  note 6;  see also  Perkins,  supra  note 6. 

treatment he provides, even when they disagree about the judgment in 
their case. It is those who reject the Court’s jurisdiction and refuse to 
accept its judgments who have portrayed his decisions as harsh. 60  Those 
critics are, for the most part, lawyers representing corporate slumlords 
and businesses whose practices presume that compliance with housing 
laws in Cleveland is optional. 61  

 Evidence of the destabilization of the Cleveland housing market 
by neglectful or absentee owners showed up in the Housing Court by 
the mid-1990s. It appeared in the form of the frequent appearances 
by investor-owners for failure to comply with orders to correct code 
violations. 62  Purchasers of houses at foreclosure sales were buying di-
lapidated dwellings as investments but failing to maintain them. The 
investment and fl ipping practices of investors included mortgaging the 
properties for as much or more than the purchase price. The court ob-
served not only the unlawful failure to comply with housing codes but 
also the larger business practice of fl ipping the ownership of substan-
dard dwellings from one speculator to another and to inexperienced 
homeowners who failed to realize the extent of the repairs needed or 
the faulty quality of cosmetic repairs made by those fl ipping properties. 

 In one civil nuisance abatement case brought on behalf of SVD by 
the co-author’s law clinic at Cleveland State University, a bankrupt in-
vestor told the court that he was persuaded by television infomercials 
on buying and fl ipping houses was able to do so by getting individ-
ual mortgage loans for more than the purchase price of the houses he 
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 63. For a discussion on the complexity of predatory business operations in Cleve-
land, including in the Slavic Village neighborhood, see Lind,  Protect Your Neighbor-
hoods, supra  note 22, at 99-101;  see also  Jaquay,  supra  note 29; John Caniglia,  Feds 
Charge  ‘ Rehabber ’  with Fraud ,  The Plain Dealer , Feb. 25, 2005 (discussing a 70-
count federal indictment brought against real-estate rehabber, Raymond Delacruz, for 
engaging in widespread fraud in Slavic Village and other east-side neighborhoods). 

 64.  See, e.g., The CRA and Subprime Lending: Discerning the Difference ,  Bank-
ing and Community Perspectives 5  (Issue 1 2009) http://dallasfed.org/ca/bcp/2009/
bcp0901.pdf (fi nding that of the higher-priced loans originated in 2005 and 2006, fi fty-
fi ve percent were originated to middle and upper-income borrowers or borrowers in 
middle- and upper-income neighborhoods). 

bought. 63  His fi nancing was with “non-traditional” lenders and he was 
able to get loans even while in default on earlier loans. Led by his de-
sire to make money in real estate without investing his own cash, this 
speculator ended up simultaneously in bankruptcy, foreclosures, and on 
both the criminal and civil docket of the Housing Court. This business 
practice was rampant in Cleveland at the turn of the century. 

 While the Housing Court saw much of this information about the 
corruption of the housing market in vulnerable neighborhoods, the is-
sues before the court and the court’s prescribed authority to adjudicate 
prohibited it from holding perpetrators accountable. Although state 
and federal agencies ultimately prosecuted some speculators for their 
crimes, there was little recognition before 2008 by state or federal law 
enforcement or fi nancial institution regulators of the magnitude of pred-
atory lending and mortgage fraud schemes that resulted in widespread 
housing blight. In subsequent studies of predatory and subprime fi nanc-
ing, it has been shown that the crisis took root fi rst in predominantly mi-
nority and low-income neighborhoods, then moved into neighborhoods 
with higher priced housing fi nanced with new subprime loan products 
introduced after 2004. 64  The Housing Court saw a growing number of 
investor-owners and corporate owners on its criminal docket during the 
most recent decade. It could easily see the correlation between abusive 
home fi nancing and blighted houses, but it could only issue orders or 
judgments on cases brought to it and which were rigorously prosecuted. 
It lacked direct legal means to prevent the cause of blight or the persis-
tent appearance of “frequent fl iers” on its docket. 

 New features of the mortgage crisis created new problems for the 
Housing Court. The court found that foreclosed bank-owned houses, 
bank real estate owned (REO), were inspected but owners were very 
diffi cult to identify and to notify. City code enforcers were spending 
extra time trying to track ownership of blighted, vacant houses to perfect 
the service required by law. Owner-occupants and nonprofi t  community 
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 65.  See   Mallach, Levy & Schilling,   supra  note 13, at 14. 
 66.  See generally  Weinstein,  supra  note 24. In an attempt to address the rising tide 

of foreclosures and vacant and abandoned properties in Cuyahoga County, the County 
implemented a Foreclosure Prevention pilot program in 2006. As part of this program, 
Cuyahoga County authorized a total of $3 million from the County’s Delinquent Tax 
Administration and Collection funds to be directed at preventing foreclosures ($1.5 
million) and abating residential nuisances ($1.5 million).  Id . at 27. Similarly, during 
this pilot program, then Cuyahoga County Treasurer, James Rokakis, began support-
ing a proposal for what would become the Cuyahoga County Land Bank, arguing that 
a county wide land bank is a necessary mechanism to address the “growing problem 
posed by abandoned and vacant properties.”  Id . at 14. 

 67.  See, e.g. , Lind,  Perfect Storm, supra  note 1; Kotlowitz,  supra  note 6 ; see also  
 Cleveland vs. Wall Street  (Saga-Productions et. al. 2010).  Cleveland vs. Wall 
Street , by Swiss director Jean-Stephane Bron, was shot documentary-style during sev-
eral trips to Cleveland and spotlights the impact of the mortgage crisis on residents of 
Cleveland’s Slavic Village neighborhood. The fi lm was entered in the Cannes Interna-
tional Film Festival in April 2010.  See also A Local Look at the National Foreclosure 
Crisis: Cleveland Families, Neighborhoods, Economy Under Siege from the Subprime 
Mortgage Fallout: Hearing Before the J. Econ. Comm. , 110 th  Cong. (2007) (statements 
of James Rokakis, Treasurer Cuyahoga County, Ohio & Anthony Brancatelli, City 
Councilman, Slavic Village, Ohio),  available at  http://jec.senate.gov (search “Slavic 
Village”); Alyssa Katz,  Prime Suspect ,  Mother Jones  (Sept./Oct. 2006), http://mother
jones.com/politics/2006/09/prime-suspect. 

developers complained that the corporate owners of houses sold at sher-
iff sales were not fi ling deeds, that abandoned houses were growing in 
number and having a deterrent effect on the well-established and largely 
successful neighborhood recovery investments being made in chal-
lenged inner-city neighborhoods. In addition, there were many cases 
when corporations or absentee owners simply ignored summonses and 
complaints that were served. As was concluded in an important study 
called “Cleveland at the Crossroads,” in 2005, it was too cheap and 
easy to speculate in blighted housing in the city. 65  The costs of holding 
defective housing could easily be dumped off to the public simply by 
ignoring the law and the weak law enforcement institutions, by paying 
fi nes or evading them by transferring property and, ultimately, by not 
paying property taxes for a few years. As a result, the city was spending 
more and more on nuisance abatement and demolition while the prop-
erty tax collector, the county treasurer, saw tax collection and property 
values diminish. 66  

 After 2005, Cleveland emerged on the national scene as a poster child 
for the destructive force of predatory and subprime mortgage fi nancing, 
and the Slavic Village neighborhood was pinpointed as the epicenter of 
the mortgage crisis. 67  As the national and international media came to 
take a closer look, the Housing Court attracted much of the attention for 
a variety of reasons. One very obvious reason is that the Court was in 
session every day of the week. The criminal docket was active no less 



Responding to the Mortgage Crisis 15

 68.  See, e.g. , Mhari Saito,  Judge May Hold Investors Responsible for Blight ,  NPR  
(Aug. 11, 2010),  http://www.npr.org/templates/story/story.php?storyId=129108026 . 

 69. See Lind,  The People’s Court, supra  note 33, at 77. As this article was being 
prepared for publication the Cuyahoga County Prosecutor announced the indictment 
of a notorious fl ipper of houses who had used a false name to purchase, own and sell 
houses in northeastern Ohio and several other states. Some forty separate cases of hous-
ing code violations are pending and contempt fi nes in excess of $9.5 million are waiting 
for this defendant in Cleveland’s Housing Court.  See  Gabriel Baird,  Cuyahoga County 
Prosecutor Charges House Flipper From Florida ,  The Plain Dealer , Dec. 29, 2011. 

 70. Olivera Perkins,  City’s Housing Offi ce a Wreck ,  The Plain Dealer , Sept. 30, 
2006; Christopher Evans,  Slackers & Shacks ,  The Plain Dealer , Sept. 14, 2008. 

than three days each week and the civil docket had hearings every day. 
So, the Housing Court was a convenient place to get a story. Also, the 
Housing Court had acquired considerable experience with and infor-
mation about the mortgage crisis. Many of the key actors in the prob-
lematic conduct were in its records. The court’s reputation for rulings 
and programs designed to cope with emerging housing problems was 
growing so that many people engaged in community development and 
housing matters had strong opinions about the court and its work. Thus, 
the Cleveland Housing Court and its judge were the subject of a great 
deal of media coverage both in the U.S. and abroad. 68  

 As the volume of mortgage foreclosures reached new heights, the 
Housing Court became the fi rst public institution to register alarm at 
the nature and dimension of the disaster being visited on the City of 
Cleveland. Although the court did not have mortgage foreclosures on 
its docket, it found many of its code violation defendants coming to 
court saying that even though the records showed the title to a blighted 
house to be in their names, they had lost the house in foreclosure. In 
addition, the Court was seeing national and global banks on its crimi-
nal docket with greater frequency than ever and they generally ignored 
local law enforcement efforts aimed at their houses with nuisance con-
ditions. Perhaps worst of all were those absentee investors who bought 
low-value houses from banks after the banks purchased those houses 
at foreclosure sale. They invested in the worst of the housing stock and 
implemented business plans that contemplated no signifi cant expendi-
ture for code compliance. They engaged in manipulation of title records 
to evade liability for their illegally maintained houses. 69  They essen-
tially thumbed their noses at the code enforcement by the city and the 
summonses to appear in Housing Court. To make matters worse, in the 
early years of the new century, the housing and building department 
of the City of Cleveland was notoriously lacking in capacity and com-
petence. 70  In resources, equipment, personnel, training and dedicated 



16 The Urban Lawyer  Vol. 44, No. 1  Winter 2012

 71.  See  Kotlowitz,  supra  note 6, at 5-6 (describing the work of the court and its 
signifi cance). 

 72.  See  Kotlowitz,  supra  note 6, at 8-14 (describing, in detail, the challenges fac-
ing Cleveland’s code enforcement system. This description illuminates the lawlessness 
built into the business plans and practices of entrepreneurs and big banks in distressed 
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 73.  See, e.g. , Sandra Livingston,  Stand Before this Judge or Face Contempt Charges 
Absentee Landlords on Notice that Hard Times Call for Tough Measures ,  The Plain 
Dealer  (June 18, 2009) (discussing Judge Pianka’s strategy of imposing fi nes against 
companies found to be in contempt for failing to appear). 

 74. Lind,  The People’s Court, supra note 33.  

work ethic, it was no match for the mortgage crisis and the resulting 
blight that it spawned in the city’s poorest neighborhoods. 

 In the face of this escalation of egregious destruction of neighbor-
hood dwellings, the Housing Court fought back with an array of in-
novative measures. The Housing Court presided over by Judge Pianka 
became identifi ed as Cleveland’s primary institutional defender in the 
mortgage crisis in the fi rst years of the new century. 71  We now examine 
those programs and actions. 72  

 A. Defi ant Corporations and Absentee Investors 

 Corporations and limited liability companies from out of state often 
neglect to respond to summonses or make appearances in Housing 
Court when prosecuted by the City of Cleveland for failure to comply 
with local ordinances. The Court publishes a list of persons subject 
to warrants and arrest for not answering criminal charges of failing to 
comply with housing and building code citations. The city typically 
names corporations as defendant-owners rather than specifi c corporate 
offi cers. Corporations and limited liability companies show up on the 
list of those wanted on criminal charges, but not individuals respon-
sible for corporation conduct. This means no human person is subject 
to arrest on a warrant for failure to appear at court. So beginning in 
2007, the court conducted special hearings for corporations which had 
been summoned to court and, when they failed to appear, a plea of not 
guilty was entered for them by the clerk. 73  Then the court scheduled 
a trial which was conducted without the corporate defendant present. 
The court heard forty-seven trials  in absentia  and sentenced the miss-
ing defendants to a total of $1.37 million in criminal fi nes and costs. 74  
Trials  in absentia  were discontinued when appeals from the sentences 
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 75.  See Cleveland v. Washington Mut. Bank , 125 Ohio St. 3d 541, 2010-Ohio-2219, 
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 76.  See   Ohio Rev. Code Ann.  § 2705.02(A) (West 2011). 
 77. Lind,  The People’s Court, supra  note 33. 
 78.  See   Housing Court Initiatives ,  Cleveland Mun. Ct. Hous. Div.  (Aug. 31, 

2010) (on fi le with author) (report prepared and issued by the Housing Court). 
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Paramount Land Holdings, No. CA-10-96181 (Ohio Ct. App.); City of Cleveland 
v. Paramount Land Holdings, No. CA-10-96182 (Ohio Ct. App.); City of Cleveland v. 
Paramount Land Holdings, No. CA-10-96183 (Ohio Ct. App.). Note that these three 
cases are not the same cases as those involving Paramount referenced  infra  at notes 81 
and 82. The four consolidated cases were decided by the court of appeals on October 20, 
2011. City of Cleveland v. Paramount Land Holdings, 2011 Ohio 5382, 2011 Ohio App. 
LEXIS 4454. 

 80. City of Cleveland v. Paramount Land Holdings, 2011 Ohio 5382, 2011 Ohio 
App. LEXIS 4454. 

 81. In early 2010, Cleveland Municipal Housing Court Judge Raymond Pianka im-
posed criminal fi nes in an amount that exceeded $13 million against three commercial 
homeowners for repeated violations of Cleveland’s residential building and housing

by corporations resulted in an adverse procedural ruling by the Ohio 
Supreme Court. 75  

 Presently, the court deals with absent and defi ant corporations by 
sending notices of hearings requiring an appearance to corporate offi -
cers and to offi cers personally to show cause why the corporation should 
not be held in contempt of court for ignoring court-orders after the de-
fendants received summonses and complaints. The court then holds 
hearings for contempt of court and issues substantial daily fi nes against 
non-responding corporations in accordance with Ohio statutes grant-
ing judges the authority to punish disobedience or resistance to “lawful 
writ[s], order[s], process[es], rule[s], judgment[s] or command[s] of a 
court or offi cer.” 76  As of July 2010, more than $15 million in fi nes for 
contempt of court were levied and converted into civil judgments. 77  The 
Court reported that this measure is having good results. 78  On October 
20, 2011 Ohio’s 8 th  District Court of Appeals heard an appeal by Para-
mount Land Holdings on the issue of whether the contempt hearings 
and sanctions are criminal or civil in character and whether the defen-
dant had an opportunity to be heard. 79  The court of appeals affi rmed the 
trial court’s decision that there was no due process violation as this was 
a matter of civil law and Paramount Land Holdings was given notice 
and an opportunity to be heard. 80  

 When owners who persistently defy orders to comply with housing 
codes are fi ned, the court responds with substantial punishment. The 
case of two related companies from South Carolina makes the point. 81  
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code. On May 20, 2010, Stonecrest Investments, LLC was fi ned $5,000 for each vio-
lation, resulting in a total fi ne of $190,000. City of Cleveland v. Stonecrest Inv., No. 
09-CRB-42705 (Ohio Cleveland Mun. Ct. Hous. Div. May 20, 2010) ( docket available 
at  http://clevelandmunicipalcourt.org/pa/prodpa.urd/pamw2000.docket_lst?3622715) (Judg-
ment Entry, consolidating 38 cases). On June 18, 2010, South Carolina-based Para-
mount Land Holdings, LLC and Interstate Investment Group were each fi ned $1 million 
and $11.9 million respectively. City of Cleveland v. Paramount Land Holdings, No. 
09-CRB-44396 (Ohio Cleveland Mun. Ct. Hous. Div. June 18, 2010),  available at www.
clevelandhousingcourt.org/pdf/Paramount_6-18-10.pdf  (Judgment Entry, consolidating 
8 cases); City of Cleveland v. Interstate Inv. Grp., No. 09-CRB-44442 (Ohio Cleve-
land Mun. Ct. Hous. Div. June 18, 2010) ( docket available at http://clevelandmunicipa
lcourt.org/pa/prodpa.urd/pamw2000.docket_lst?3631742 ) (Judgment Entry, consoli-
dating 10 cases). As of this writing, none of the three commercial defendants have 
satisfi ed their judgments, either in whole or in part. While both Paramount and Inter-
state appealed their consolidated judgment entries, Stonecrest has expressed interest in 
working with the Cuyahoga County Land Bank so as to mitigate its fi nes and reduce 
the negative impact its properties have on the community. Notwithstanding, the gravity 
of these fi nes sends a clear message to banks and bulk purchasers of real property that 
local, municipal laws are not to be ignored in favor of maintaining a profi table business 
model. 

 82.  See  City of Cleveland v. Interstate Inv. Grp., No. 09-CRB-44442 (Ohio Cleve-
land Mun. Ct. Hous. Div. June 18, 2010),  available at  www.supremecourt.ohio.gov/
rod/docs/pdf/8/. . ./2011-ohio-3384.pdf; City of Cleveland v. Paramount Land Hold-
ings, No. 09-CRB-44396 (Ohio Cleveland Mun. Ct. Hous. Div. June 18, 2010),  avail-
able at  www.clevelandhousingcourt.org/pdf/Paramount_6-18-10.pdf ; see also  Sandra 
Livingston,  Cleveland Housing Court Judge Fines Two Real Estate Firms About $13 
Million for Neglect ,  The Plain Dealer ( June 22, 2010, 10:06 AM), http://blog.cleve
land.com/metro/2010/06/cleveland_housing_court_judge_1.html. 

 83.  See  City of Cleveland v. Interstate Inv. Grp., No. 09-CRB-44442 (Ohio Cleve-
land Mun. Ct. Hous. Div. June 18, 2010) ( docket available at  http://clevelandmunicipal
court.org/pa/prodpa.urd/pamw2000.docket_lst?3631742). 

 84.  See id . at 7-10. 
 85.  Id . at 13. 

They were fi ned a total of $13 million for neglecting compliance on 
13 properties so dilapidated that the city had to demolish them to protect 
the public. 82  The court’s judgment included a detailed rationale for the 
fi nes which weighed the reasons for punishment and the aggravating 
facts against the mitigating facts. 83  Here, the defendant failed to appear 
in several instances and then pleaded “no contest” in all cases, failed 
to spend any money to make repairs, failed to pay property taxes and 
failed to make any other effort to take any action which the Court could 
consider in mitigation of a sentence. 84  The judgment concluded with the 
following statement: 

 Despite Defendant’s complete and total disregard for the laws—and the citizens—of 
the City of Cleveland, the Court remains committed to its problem-solving mission. 
Should Defendant change its behavior and resolve the aforementioned violations, the 
Court may consider mitigation. Using the mitigating factors discussed in this entry 
as a guide, Defendant may formulate a plan and execute it. Should Defendant make 
real and demonstrable progress toward abating the nuisance posed by its properties, 
Defendant may fi le a motion to mitigate its sentence. 85  
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 86. An eviction case is a civil action invoking the equitable jurisdiction of a court. 
 87. This doctrine states that “he who comes into equity must come with clean hands.” 
 88. Judge Pianka’s approach to managing evictions served to complement the Pro-

tecting Tenants at Foreclosure Act, passed by Congress in 2009.  See  Helping Families 
Save Their Homes Act of 2009, Pub. L. No. 111-22, Div. A, Title VII, § 701, 123 Stat.

 This conclusion to a severe sentence of a criminal defendant who 
ignored multiple opportunities over more than a year to mitigate the 
sentence show how determined the court is to trade sentences and fi nes 
for compliance, even for the most egregious of offenders. 

 B. Comprehensive Plea Agreements 

 The court uses plea bargains and the mitigation of sentences to obtain 
increased compliance by defendants. In an unstable housing market, 
buyers, many of whom have wildly unrealistic notions about home 
ownership as a result of get-rich-quick seminars or real estate infomer-
cials on television, end up in court for violations on one or two proper-
ties while owning several more that are in bad condition. Whenever 
possible, the Housing Court prefers plea agreements and sentences that 
include solutions to all the problem properties of a defendant. In such 
cases, the court wants the owner to repair all its properties, not only the 
ones cited. By putting its other properties into compliance with housing 
codes, owners are able to get jail sentences and fi nes suspended. Simi-
larly, the prosecutor can reduce the charges where defendants cooperate 
in the development of plans to get their houses into compliance before 
their trial date. 

 C. Evictions With Clean Hands 

 It came to the Court’s attention that eviction actions 86  were being fi led 
by corporate owners against residents in dwellings while those owners 
had outstanding warrants for failure to appear in the Housing Court to 
answer charges in criminal code enforcement cases. Thus, the Housing 
Court was being asked to authorize the dispossession of residents by 
owners who were refusing to appear before the court in housing code 
violation cases. The court then imposed the equitable doctrine of “clean 
hands.” 87  Based on this principle, the court refused to proceed on an evic-
tion where the plaintiff-owner of the dwelling was subject to an arrest 
warrant for failure to appear before the court to answer criminal charges. 
Thus, plaintiffs are required to deal with their pending criminal cases 
before they dispossess occupants of the houses the plaintiffs purchased 
at sheriff’s sales. 88  
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1632, 1660, (2009) (codifi ed at 12 U.S.C. § 5201 and amending 42 U.S.C. § 1347(o)(7)) 
(modifi ed by Mortgage Reform and Anti-Predatory Lending Act, Pub. L. No. 111-203, 
Title XIV, Subtitle G, § 1484, 124 Stat. 2136, 2204 (2010). Before Congress passed 
the federal legislation, tenants residing in a foreclosed residence had little protection 
against a subsequent owner-in-interest and were often evicted by the new owner without 
regard to the tenant’s original lease terms. The federal legislation changed this practice 
with respect to foreclosure sales, by requiring subsequent owners-in-interest provide all 
tenants with a notice to vacate, 90-days in advance of any eviction. In this regard, Judge 
Pianka afforded more protection to tenants than did the federal legislation. 

 89.  See  C leveland Housing Court , http://www.clevelandhousingcourt.org. 
 90.  See  Livingston,  Cuyahoga’s New Foreclosures up 13% for First Half of Year, 

supra  note 17. 

 D. Public and Community Service Programs 

 The Housing Court engages in a variety of programs to inform the pub-
lic, specifi cally those directly affected by foreclosures, on both their 
rights and responsibilities. Its website 89  offers articles, bulletins, and 
videos to inform the public about preventing nuisance conditions. The 
court also sends a letter to defendants in mortgage foreclosure cases 
encouraging them to remain in their homes as long as possible and in-
forming them that until the house is sold to a new owner, code compli-
ance is their responsibility even if they abandon possession—neither 
bankruptcy nor a foreclosure alone will end their responsibility for the 
condition of their house. Each year since 2007, the court has sent as 
many as 7,500 such letters. 90  When letters are returned because of va-
cancy or with a reply from an occupant, the court collects the informa-
tion. Postal records of vacancies are forwarded to the Court of Common 
Pleas where nearly all foreclosures are adjudicated. 

 Another initiative to mitigate the effects of abandonment is the use 
made of the Court Community Service (CCS) program. The Cleveland 
Municipal Court system may, when appropriate, sentence criminal de-
fendants to supervised community service. The Housing Court may 
order the CCS staff to supply workers sentenced to community service 
to clean up vacant lots, perform yard work, secure vacant structures and 
make minor repairs at properties that are the subject of pending cases 
in the court. 

 When an abandoned vacant property is the subject of a case pend-
ing before the court, the court orders a bailiff to put up a notice on the 
premises forbidding trespassing and providing information about who 
is responsible for the condition of the property, along with contact in-
formation. This notice provides neighbors with information about who 
to contact regarding any problems with the property and where to get 
information about the status of the case in Housing Court. 
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 91.  See id.; see also   Rothstein & Mehta,   supra  note 17. 
 92.  See   Carol Poh Miller & Robert Wheeler, Cleveland: A Concise His-

tory,  1796-1990 (1990) ; see also  Exner , supra  note 54 (discussing a declining trend in 
Cleveland’s population). 

 93.  See  Frank S. Alexander, Local Initiatives Support Corporation,  Land Bank Au-
thorities: A Guide for the Creation and Operation of Local Land Banks  6 (April 2005) 
(citing  Susan Olson & M. Leanne Lachman ,  Tax Delinquency in the Inner 
City: The Problems and its Possible Solutions  1 (1976)),  available at  http://www.
communityprogress.net/fi lebin/pdf/new_resrcs/alexander_land_bank_lisc.pdf. 

 94.  See  Les Christie,  Foreclosure’s Other Victims—Those Left Behind ,  CNN Money,  
Nov. 28, 2007,  available at  http://money.cnn.com/2007/11/28/real_estate/Slavic_vil
lages_othervictims/index.html. 

 95.  See  1976 House Bill 1327, No. 4-415 (1976) (enacting  Ohio Rev. Code  
§ 5722.01 to .14). 

 III. Cuyahoga County Land Bank 

 In addition to the wave of foreclosures that engulfed Cleveland due to 
predatory subprime mortgage lending and outright fraud, foreclosures 
also began to increase in many cities in suburban Cuyahoga County. 
While the county government increased funding to the courts to accel-
erate the processing of foreclosures and funded several agencies begin-
ning in 2005 to provide counseling to homeowners in danger of losing 
their homes through foreclosure, by 2009 the number of foreclosure 
fi lings in suburban Cuyahoga County exceeded those in the City of 
Cleveland. 91  Cuyahoga County Treasurer Jim Rokakis was alarmed not 
only by this increase in the volume of foreclosures but also by the loss 
of property tax revenue due to abandoned foreclosed homes with “toxic 
titles” that could not be resold in an economy hit by a major recession 
and an increasing number of tax appeals by homeowners citing the de-
clining market value of their homes. 

 A similar pattern of abandonment had occurred in the 1970s but was 
largely confi ned to the City of Cleveland itself. The combination of de-
industrialization resulting in a massive loss of jobs, continued suburban-
ization, and “white fl ight” triggered by cross-town busing as part of the 
remedy in the Cleveland public school desegregation lawsuit caused an 
almost one-quarter loss of population. 92  The City of Cleveland found it-
self with thousands of abandoned homes with unpaid taxes (as well as 
industrial and commercial buildings), many becoming nuisance proper-
ties eventually requiring condemnation and demolition. 93  Neighborhood-
based organizations complained about the negative impact of these dete-
riorating structures on their neighborhoods. 94  

 In response to this crisis, the City of Cleveland persuaded the Ohio 
legislature to authorize in 1976 the creation of a land bank. 95  Under 
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  96. Frank S. Alexander, Center for Community Progress,  Land Banks and Land 
Banking  (June 2011),  available at  http://www.communityprogress.net/fi lebin/pdf/new_
resrcs/LB_Book_2011_F.pdf. 

  97. Great Lakes Environmental Finance Center & Maxine Goodman Levin College 
of Urban Affairs, Cleveland State University,  Best Practices in Land Bank Operation , 
13 (June 2005),  available at  http://urban.csuohio.edu/publications/center/great_lakes_
environmental_fi nance_center/land_bank_best.pdf. 

  98.  See  Alexander,  supra  note 93. 
  99.  Id . at 47. 
 100.  See  Great Lakes Environmental Finance Center,  supra  note 97, at 13. 
 101.  See  Christopher Warren,  Housing: New Lessons, New Models, in   Cleveland: 

A Metropolitan Reader  (W. Dennis Keating, Norman Krumholz & David C. Perry, 
eds., 1995). 

 102.  See   Elise M. Bright, Reviving America ’ s Forgotten Neighborhoods: An 
Investigation Of Inner City Revitalization Efforts,  (2000); Norman Krumholz & 
Brian Lloyd,  Land Banking and Neighborhood Revitalization ,  Planners ’  Case-
book, American Institute of Certified Planners  (Summer 2002).  See generally  
Catherine J. LaCroix,  Urban Agriculture and Other Green Uses: Remaking the Shrink-
ing City , 42  Urb. Law . 225 (2010) (describing the process of land banking in Cleve-
land). 

 103. Data obtained from the City of Cleveland’s Department of Development.  See  
The City of Cleveland Land Bank Property Search Available Lots,  http://cd.city.cleve
land.oh.us/scripts/cityport.php  (last visited December 14, 2011). Through the City of 
Cleveland’s Land Reutilization Program, the Cleveland land bank will transfer prop-
erties to individuals, developers, and not-for-profi t organizations for redevelopment 
purposes. 

this legislation, Cuyahoga County transferred tax-delinquent properties 
that had been foreclosed and were now vacant to the City of Cleveland 
at the city’s request. 96  Cleveland established its land bank in the Real 
Estate section of its Community Development Department. 97  The city 
accepted only vacant lots and separated these lots into buildable and 
non-buildable parcels according to the size of the parcel and the ap-
plicable zoning. 98  The former were the sold for a nominal sum ($100) 
to developers. 99  Most went to the city’s growing number of community 
development corporations (CDCs) for non-profi t development of below 
market affordable housing. 100  Some of the strongest CDCs formed the 
Cleveland Housing Network in 1981 and later created a Homeward 
program to promote home ownership for eligible purchasers (usually 
moderate-income fi rst time homeowners) of newly-constructed hous-
ing. 101  The non-buildable lots were offered to adjacent property owners 
(for $1 and the cost of recording title) who might use the vacant lot 
for yard expansion, gardening, or parking. 102  Over its life, the City of 
Cleveland’s land bank has contributed to the reclamation and re-use of 
thousands of vacant lots and, through the CDC network, the rebuilding 
of neighborhoods addressing blight and abandonment. The city’s land 
bank held 7,399 parcels for future use as of December, 2011. 103  
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 104. Anne Trubek,  The Man Who Saw the Mortgage Crisis Coming ,  Miller-McCune 
( Nov. 21, 2011),  available at http://www.miller-mccune.com/business-economics/the
man-who-saw-the-mortgage-crisis-coming-37756/ . 

 105. Land Bank Fast Track Act, H. 4483, 92d Leg., Reg. Sess., (Mich. 2003) (codi-
fi ed at  Mich. Comp. Laws  §§ 124.751-124.774 (2004)). 

 106.  Id . 
 107.  Id . Though the Land Bank Fast Track Act authorized the formal establishment 

of land banks, Genesee County’s land reutilization efforts began in 2002 with the cre-
ation of the Genesee County Land Reutilization Council. The Land Reutilization Coun-
cil was Genesee County’s response to the rising number of tax delinquent properties 
and was the predecessor to the county’s land bank.  See  Alexander,  supra  note 93, at 7 ; 
see also  Urban Cooperation Act, 1967 Ex. Sess. Act 7, §§ 124.501 to .512 (Mar. 1968) 
(codifi ed at  Mich. Comp. Laws  § 124.501-.512 (1967)) (authorizing the creation and 
operation of the Land Reutilization Council),  available at  www.legislature.mi.gov/%28
S%28qtukdv45ddmigs55kngfp33d%29%29/mileg.aspx?page=GetObject&objectname=
mcl-Act-7-of-1967-Ex-Sess-. 

 108.  Genessee County Land Bank , http://thelandbank.org/aboutus.asp. 
 109.  Id . 

 In confronting the most recent crisis, however, this type of land bank 
is insuffi cient. It does not deal with blighted structures, their rehabili-
tation or demolition. It has no funding to develop housing. It has no 
authority to strategically assemble vacant land for development. Its 
authority and capacity to engage in collaboration with municipalities 
or with businesses is limited. Most importantly, it has no independent 
source of funding to acquire and maintain abandoned vacant properties. 

 In addressing the county-wide mortgage crisis, Rokakis and others 
looked toward a different model—the Genesee County Land Bank Au-
thority (GCLBA). 104  In 2003, Michigan enacted the Land Bank Fast 
Track Act. 105  It authorized the creation by counties of city and county 
land bank authorities with powers to assemble, sell, or redevelop tax-
foreclosed properties in an expedited process and also enabled counties 
to plan brownfi eld redevelopment. 106  The GCLBA was created under 
this legislation in 2004. 107  Its focus has been primarily on the City of 
Flint, hit hard for many years by the loss of jobs in the auto manufac-
turing industry. 108  It works closely with the County Treasurer, who is 
responsible for foreclosing on tax delinquent properties. 109  It also ac-
quires properties from public and private entities and receives property 
transfers. A 2009 HUD report on land banks described its activities: 

 The GCLBA operates 10 different programs designed to ensure productive reuse of 
tax-foreclosed properties through foreclosure prevention, housing renovation, side 
lot transfer, clean and green (vacant lots are converted into gardens and green space), 
planning and outreach, demolition, property maintenance, sales, development, and 
brownfi eld redevelopment. Since most of the properties acquired by the land bank 
are either vacant or in severe disrepair, the GCLBA categorizes them for demolition, 
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 110. U.S. Dep’t of Hous. & Urb. Dev., Offi ce of Policy Dev. & Research,  Revital-
izing Foreclosed Properties with Land Banks  10 (Aug. 2009),  available at http://www.
huduser.org/portal/publications/landbanks.pdf  (citing Genesee County Land Bank Au-
thority,  Genesee County Land Bank Programs );  see also  Matthew J. Samsa,  Reclaiming 
Abandoned Properties: Using Public Nuisance Suits and Land Banks to Pursue Eco-
nomic Redevelopment , 56  Clev. State L. Rev.  189 (2008). 

 111.  See  Genesee County Land Bank,  Genesee County Land Bank 2002-2010 An-
nual Review , at 2-3 (Winter 2011),  available at  http://www.thelandbank.org/down
loads/LBANewsletter-Annual-Report-Winter-2011.pdf. 

 112.  See  Trubek,  supra  note 104. 
 113.  See  Creation of Land Reutilization Corporations—Reclamation—Abandoned 

or Unclaimed Property—Urban Renewal, S. Res. 353, 127 th  Gen. Assemb., Reg. Sess. 
(Ohio 2008). The legislation authorized the creation of a land reutilization corpora-
tion to facilitate the reclamation, rehabilitation, and reutilization of vacant, abandoned, 
tax-foreclosed, or other real property. Notably, although the 2008 legislation autho-
rized Ohio’s fi rst county-wide land bank, the City of Cleveland had been operating 
a land bank since 1976.  See  1976 House Bill 1327, No. 4-415 (enacting  Ohio Rev. 
Code  § 5722.01-.14).  See generally   Ohio Rev. Code  § 5722.01 (Apr. 7, 2009);  id . 
§ 5722.02(A), (B) (Apr. 7, 2009) (authorizing a county to establish a land reutilization 
corporation).  See also id . § 1724.01, (Apr. 7, 2009) (providing that a county land reuti-
lization corporation shall be organized as a not-for-profi t corporation under chapters 
1724 and 1702 of the Ohio Revised Code). 

 114.  See  Creation of Land Reutilization Corporations—Reclamation—Abandoned 
or Unclaimed Property—Urban Renewal, S. Res. 353, 127 th  Gen. Assemb., Reg. Sess. 
(Ohio 2008). This two-year limitation was removed by an amendment less than a year 
later. 

rehabilitation, or for rent or sale to interested parties. Neighborhood revitalization, 
homeownership, and increasing housing opportunities for low-income families are 
top priorities at the GCLBA. 110  

 During the period beginning in 2002 and ending in 2010, the GCLBA 
has sold 2,138 properties, demolished 1,181 structures, and in 2010, the 
GCLBA had an inventory of 6,235 residential properties, with 3,952 of 
those properties being vacant. 111  Inspired by this model, land bank pro-
ponents in Cleveland sought to develop a county-wide land bank with 
capacities and characteristics to deal with the rising and foreseeable 
volume of abandoned parcels of land. 112  Rokakis led a working group of 
experts in public fi nance, banking, local government and real estate law 
in the design of a land bank with the tools to work collaboratively with 
all public entities and with private fi nancial and real estate businesses. 
Legislation was drafted and was introduced in the Ohio legislature in 
2008 to create the state’s fi rst countywide land bank. 113  It was approved 
and signed by the governor in early 2009, initially on a 2-year experi-
mental basis. 114  

 The Cuyahoga County Land Re-utilization Corporation (CCLRC)
(hereinafter referred to as the “Cuyahoga County land bank” or the 
“land bank”) is not part of the government of Cuyahoga County (which 
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 115. Though organized as a private corporation with a business plan that includes 
governmental activities, the CCLRC was incorporated by the Cuyahoga County Trea-
surer with the authorization of the County Board of Commissioners. Consequently, the 
land bank is not entirely free from those provisions that govern public entities.  See, e.g. , 
 Ohio Rev. Code  § 1724.11 (2011) (addressing Ohio’s Public Records Law); s ee also  
Cuyahoga County Land Reutilization Corporation,  Public Records Policy ,  Cuyahoga 
Land Bank  (May 22, 2009)  available at http://www.cuyahogalandbank.org/docu
ments/policies/00496436_PUBLIC_RECORDS.pdf  (acknowledging compliance with 
Ohio’s Public Records Law). 

 116.  See   Ohio Rev. Code Ann.  § 1702 (West 2011). 
 117.  See  Cuyahoga County Ohio Land Bank, About Us,  http://www.cuyahogaland

bank.org/aboutUs.php  (last visited Dec. 26, 2011). 
 118.  See   Ohio Rev. Code Ann.  §§ 1724.02, .10 (West 2011);  Ohio Rev. Code 

Ann.  § 5722 (West 2011) ; see also  Agreement & Plan of Reclamation, Rehab., and 
Reutilization of Vacant, Abandoned, Tax-Foreclosed or Other Real Prop. in Cuyahoga 
County Ohio between the County of Cuyahoga, Ohio & the Cuyahoga County Land 
Reutilization Corp., Article II,  Actions in Furtherance of the Plan  (June 4, 2009),  avail-
able at http://www.cuyahogalandbank.org/documents/organizational/ Agreement_and_
Plan.pdf. 

 119.  See   Ohio Rev. Code Ann.  § 122.65 (West 2011); s ee also   Ohio Rev. Code 
Ann.  §§ 307.01, 307.07, 307.09-.10, 307.12, 307.64, 307.698, 307.78-.781, 321.261,

was re-organized as of January 1, 2011). 115  Instead, it is a special pur-
pose, non-profi t corporation authorized under R.C. 1724. It is governed 
by a board of corporate directors established and authorized by Ohio’s 
nonprofi t corporation statute, R.C. 1702. 116  In addition to the provisions 
governing nonprofi t corporations, land reutilization corporations are 
subject to state open meetings and sunshine regulations plus the special 
scrutiny of Ohio’s Secretary of State and Attorney General. The land 
bank’s mission is to “strategically acquire properties, return them to 
productive use, reduce blight, increase property values, support com-
munity goals, and improve the quality of life for county residents.” 117  
Its powers include: 

 1. purchasing, receiving, transferring, holding, managing, and leas-
ing real property; 

 2. engaging in code enforcement and nuisance abatement (including 
demolition); 

 3. acquiring or managing unimproved (vacant) underutilized prop-
erty and forfeited lands; 

 4. purchasing delinquent property tax lien certifi cates; 
 5. issuing bonds, applying for grants, making loans, and borrowing 

money. 118  

 The CCLRC receives its funding from a variety of traditional and 
nontraditional sources. 119  However, a primary source of the land bank’s 
funding comes from interest and penalties on unpaid or delinquent 
real property taxes and assessments collected by the Cuyahoga County 
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1724.02, 5705.19(EE), (UU), 5721.19, 5722.08 (West 2011).  See generally   Legis. 
Serv. Comm ’ n, Bill Analysis — SB 353 — Final, Act Summary & Content and 
Operation ,  CLRC Sources of Funding and Asset Acquisition  (2009),  available at 
http://www.legislature.state.oh.us/analyses.cfm?ID=127_SB_353&ACT=As%20En
rolled . For a discussion of how modern land banks, including the Cuyahoga County 
Land Bank, utilize innovating funding methods, see Thomas J. Fitzpatrick,  How Mod-
ern Land Banking Can Be Used to Solve REO Acquisition Problems ,  REO & Vacant 
Properties: Strategies for Neighborhood Stabilization  145, 147-149 (Fed. Re-
serve Banks of Boston & Cleveland and the Fed. Reserve Bd. 2010). 

 120. Under the fi rst round of NSP funding (NSP1), as authorized by The Housing 
and Economic Recovery Act, only states and units of local governments could apply 
for, and be awarded, NSP1 funds.  See  Housing and Economic Recovery Act of 2008, 
Pub. L. No. 110-289, Div. B, Title III, § 2301(a), (b), 122 Stat. 2850 (2008) (codifi ed at 
42 U.S.C. § 5301),  amended by  American Recovery and Reinvestment Act, H.R. 1-103 
to 105, 111 th  Cong. (2009). Conversely, nonprofi t land banks, whether governmental or 
nongovernmental entities, were precluded from applying for NSP1 funds directly.  See  
73 Fed. Reg. 58330, 58332 (Oct. 6, 2008). Rather, recipients of NSP1 awards could 
choose to allocate a portion of their total award to newly created, or pre-existing, land 
banks, provided the land bank would operate in a specifi c, defi ned geographic area and 
use the funds to purchase foreclosed properties and then maintain, assemble, facilitate 
the redevelopment of, market, and dispose of those properties.  See  74 Fed. Reg. 29223, 
29224 (June 19, 2009) (amending 73 Fed. Reg. 58330 (Oct. 6, 2008)). Accordingly, 
the CCLRC was allocated a portion of the NSP1 funds that were awarded to Cuyahoga 
County.  See  73 Fed. Reg. at 58348 (Oct. 6, 2008) (providing a list of NSP1 recipients) ; 
see also  NSP Quarterly Reports, Cuyahoga County Department of Development, NSP 
Quarterly Performance Report 2 nd  Quarter 2009 (2009) (allocating certain NSP1 awards 
to the CCLRC). 

 121.  See  Press Release, City of Cleveland, County Land Reutilization Corp. 
Cuyahoga County and CMHA Partnership Receives $40.8 Million in NSP2 Funds (Jan. 
14, 2010),  available at  http://www.cuyahogalandbank.org/clippings/20100114_pr_
consortium_nsp2_award.pdf. 

 122. Dennis Keating,  Cuyahoga County Land Reutilization Corporation: The Begin-
ning, The Present, and Beyond, available at  http://www.community-wealth.org/_pdfs/
news/recent. . ./report-keating.pdf. 

 123. The CCLRC received its grant as part of a larger $78.9 million initiative by 
the EPA to help communities in forty states clean up, revitalize, and sustainably reuse 
contaminated properties.  See  Press Release, FY10 Brownfi elds Assessment, Cleanup, 
and Revolving Loan Fund Grants, Region 5, at 8 (April 2010),  available at  http://www.
epa.gov/brownfi elds/grant_announce/selectedgrants.pdf. 

 Auditor. The land bank also received funding through HUD’s Neigh-
borhood Stabilization funds. In the fi rst round of NSP funding, the 
land bank received $1 million for acquisition and demolition in thirty 
municipalities. 120  In the second round, it led a consortium which in-
cluded the City of Cleveland, the Cuyahoga Metropolitan Housing 
Authority and the County government which received $41 million. 121  
In December, 2010, the land bank successfully obtained $9 million 
from its fi rst bond sale. 122  Finally, the land bank received a $400,000 
grant from the U.S. Environmental Protection Agency (EPA) to as-
sist with assessment of environmental contamination in industrial and 
commercial sites. 123  These accomplishments in its fi rst year demon-
strate the nimble and fl exible capacity of the land bank in collaborating 
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 124. Keating,  Cuyahoga County Land Reutilization Corporation, supra  note 122, 
at 16. 

 125.  Id . 
 126. Mike Gaynier,  Home in the Heights Sells First Renovated Vacant House , 

Heights Observer June 2, 2009,  available at http://media.heightsobserver.org/issue_
pdfs/TheHeightsObserver_Vol_02_Issue_06.pdf . 

 127.  See  Sandra Livingston,  Fannie Mae and the New Cuyahoga County Land Bank 
Forge Unique Agreement ,  The Plain Dealer , Dec. 16, 2009 (explaining that in ad-
dition to the $3,500 contribution by FNMA, the initial agreement between FNMA and 
the CCLRC allowed the land bank to acquire properties owned by FNMA for $1.00). 

 128.  See  Press Release, U.S. Dep’t of Hous. & Urban Dev., HUD Expands Neigh-
borhood Stabilization Program in Cuyahoga County: Deep Discounts on HUD Homes 
to Help Recovery Act Program Work More Effectively in Cleveland Metro Area, HUD 
No. 10-141 (July 2, 2010),  available at  http://portal.hud.gov/hudportal/HUD?src=/press/
press_releases_media_advisories/2010/HUDNo.10-141. 

with different types and levels of public entities to obtain and manage 
resources. 

 The Cuyahoga County land bank began operations in the summer 
of 2009. Its primary operational focus has been on demolition of badly 
blighted nuisance structures. In 2010, it acquired 495 properties and 
demolished 147 abandoned housing units, with another 100 scheduled 
to be demolished. 124  It transferred 80 empty lots, mostly to the City of 
Cleveland’s land bank. 125  In September, 2010, it sold its fi rst renovated 
house. 126  

 Signifi cant achievements in its initial period of operation included 
agreements with fi fteen municipalities, initially with the City of Cleve-
land, detailing how the land bank would operate within their bound-
aries. Most importantly the land bank agreed that it would generally 
abide by their priorities in acquiring properties and then disposing of 
them for re-use. Land use regulation is done by separate municipalities 
within Cuyahoga County. While this results in fragmented planning and 
discordant development, until land use planning and regulation is more 
regional, the land bank must operate with multiple and varied voluntary 
agreements with individual municipal jurisdictions. 

 The land bank also negotiated the fi rst agreement in the country with 
the Federal National Mortgage Association (FNMA) under its First 
Look program. This agreement not only gives the land bank the fi rst 
right to acquire FNMA’s foreclosed properties in Cuyahoga County but 
also has FNMA contributing $3,500/property toward the demolition of 
badly blighted properties. 127  This is roughly half the cost of demolition 
of single-family houses. Later, the land bank negotiated an agreement 
with HUD whereby HUD agreed to give the land bank the fi rst right to 
acquire low value properties ( i.e. , those under $20,000) for the nominal 
price of $100. 128  In 2011 the land bank began negotiating agreements 
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 129. E-mail from Gus Frangos, President, Cuyahoga County Land Reutilization 
Corporation, to authors (June 3, 2011) (on fi le with authors and reiterating what has 
been reported at public meetings). 

 130.  Id . 

with big banks for disposition of low value properties owned by 
the banks or bank trusts after mortgage foreclosures. These private 
agreements will provide for payment of demolition costs for bank-
owned houses. 129  These agreements prevent these nuisance properties 
being bought at auction by speculators who then resell them without 
fi rst bringing them into compliance with local housing codes. Of the 
more than 300 properties demolished by the land bank since it began 
operations most have been FNMA- and HUD-owned properties. 130  As 
this article was being written, the land bank was in negotiation with 
other mortgage and REO servicers for agreements on the disposition 
of houses mortgagees were abandoning. Orderly disposition of what 
is actually solid waste in cooperation with a land bank is a benefi t to 
municipalities in terms of cost and its protection of the public health, 
safety and welfare. 

 While the land bank is still in the early stage of its operation, it is 
already viewed as a key agency in addressing the impact of the mort-
gage crisis in Cuyahoga County and in the rebuilding process of those 
cities and neighborhoods most heavily impacted by foreclosures and 
abandonment. It is a model for other Ohio urban counties interested in 
creating similar land banks. 

 IV.  Rebuilding Neighborhoods: the Community 
Development Community 

 The Cleveland Housing Court and the Cuyahoga County land bank rep-
resent two of the most effective organizations responding to the mort-
gage crisis and the housing abandonment that it has caused. A third 
important responder is the combination of community development 
organizations (CDCs) and the two major local “intermediaries” that 
support networks of CDCs—the Cleveland Housing Network (CHN) 
and Neighborhood Progress, Inc. (NPI). They are in the forefront of 
the efforts to rebuild the neighborhoods in which they have worked for 
the past three decades or more and which have been damaged in this 
crisis. Moreover, the neighborhood-based organizations in Cleveland 
were, and remain, a critical force for the establishment and integrity 
of the Housing Court and the Cuyahoga County Land Reutilization 
 Corporation. 



Responding to the Mortgage Crisis 29

 131. The CHN lease-purchase program has received national acclaim, in part, be-
cause it was the fi rst of its kind to use federal Low Income Housing Tax Credits in 
connection with a lease-purchase strategy to facilitate home ownership. In 2006, former 
President Bill Clinton celebrated the program’s success, and in 2010, the city of Ur-
bana, Illinois proposed creating a rent-to-own development that was modeled in part on 
CHN’s lease-purchase program, but would use state, rather than federal, tax credits.  See 
generally  Memorandum from Elizabeth H. Tylor, Dir. Cmty. Dev., to Laurel Lunt Pruss-
ing, Mayor of the City of Urbana (Oct. 13, 2010) (referenced within the Kerr Avenue 
Project Status Update). For a thorough synopsis of CHN’s lease-purchase program, see 
 Innovations in Community Development: Lease Purchase Paves a Path to Homeowner-
ship ,  Enterprise Found.  (2004),  available at http://www.practitionerresources.org/
cache/documents/19725.pdf . 

 132. Since 1981, the Cleveland Housing Network has made $484 million in capital in-
vestments in the city of Cleveland and has developed 4,485 affordable homes for rent and 
ownership to over 1,700 Cleveland families.  See   Cleveland Housing Network ,  2009 
Community Report , at 18,  available at http://www.chnnet.com/chn_report_09.pdf . 

 133.  Neighborhood Progress,   http://neighborhoodprogress.org/home.php  (last 
visited Dec. 14, 2011). 

 134.  See generally  Krumholz, Keating, Star & Chupp,  supra  note 11. 

 CHN began in 1981 as an association of six CDCs and has grown 
to have seventeen CDC members. CHN has provided fi nancing for 
CDC-sponsored affordable housing, much of which it manages. Its 
lease-purchase program modeled on one initiated by the Famicos Foun-
dation following the 1966 Hough riot to renovate housing and promote 
low-income home ownership has gained acclaim as a way in which 
lower-income families can become responsible homeowners. 131  It also 
began its Homeward program to produce more affordable new housing 
as part of the City of Cleveland’s efforts to retain residents and attract 
new homeowners. Over its 30-year life, CHN and its member CDCs 
have produced several thousand affordable housing units and allowed 
several hundred participants in the lease-purchase program to become 
homeowners. 132  NPI was formed in 1988 to channel funding from cor-
porations and foundations in collaboration with the City of Cleveland 
to CDCs for neighborhood redevelopment. Its primary objective has 
been to recreate markets and support the development of housing and 
related facilities in selected neighborhoods. 133  It has provided access to 
capital to fi nance projects and organizational support to what has been 
considered the strongest of the CDCs. 

 The efforts of CHN and NPI have helped to revitalize many Cleve-
land neighborhoods, even as those neighborhoods continued to experi-
ence many serious challenges, including declining population, poverty 
and unemployment, crime, substandard housing, and troubled public 
schools. Two examples of the positive impact of the work of CDCs 
could be found in the Slavic Village and Tremont neighborhoods. 134  
The progress that has been made was being signifi cantly undermined 
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 135.  See  Lind,  Perfect Storm, supra  note 1, at 230 n.7; Kotlowitz,  supra  note 6; s ee 
also   Cleveland vs. Wall Street ,  supra  note 67. 

 136.  See   Mallach, Levy & Schilling,   supra  note 13 (setting forth fi ve steps that 
stakeholders should take to prevent, reclaim, and reuse Cleveland’s vacant and aban-
doned property, and for each step, proposing several strategies and recommendations 
for effective implementation). 

 137.  Id . 
 138.  Id . at 26. 
 139.  See   Coulton & Hexter ,  supra  note 14, at 6. 
 140. Lind , Perfect Storm, supra  note 1, at 8. 

by the impact of vacant and abandoned foreclosed housing. Slavic Vil-
lage was a much-published example of the devastating impact of this 
phenomenon. 135  

 To counter this crisis, NPI, CHN and partner CDCs have combined 
to launch several initiatives to counter housing abandonment and begin 
to rebuild key neighborhoods. In 2004, NPI invited a team from the 
National Vacant Properties Campaign to conduct a strategic assessment 
of the existing system for returning vacant, abandoned, and blighted 
properties to productive use. It produced a report in 2005 with numer-
ous recommendations. 136  Their recommendations addressed strengthen-
ing the city’s code enforcement policies, restructuring and expanding 
the city’s land bank, registering vacant properties, establishing an ag-
gressive, targeted nuisance abatement program (including expanding 
the use of receivership), regulating mortgage companies and lending to 
prevent foreclosures, designing and creating a land assembly program 
in cooperation with CDCs, and developing a property information sys-
tem to provide an early warning capability about properties in danger of 
foreclosure and identify vacant properties. 137  They also recommended 
creation of an ongoing vacant property committee to act as a catalyst 
for change. 138  This helped to spur the creation of the Vacant and Aban-
doned Properties Action Council (VAPAC) with representative mem-
bership from the City of Cleveland, a suburban municipal coalition and 
county agencies, community development corporations, and funders. 139  
VAPAC’s convener, NPI, provided special staff assistance from Cleve-
land State University and Case Western Reserve University. 

 Also in 2004, NPI announced a program called the “Strategic In-
vestment Initiative” (SII). Supported by the City of Cleveland, the 
Cleveland Foundation, and the Gund Foundation, the SII strived for 
neighborhood stabilization by concentrating resources in six neigh-
borhoods selected in a competitive process, and within these neigh-
borhoods, ‘model blocks’ were chosen for initial investment. 140  By 
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 141.  Neighborhood Progress ,  NPI to Expand the Successful Strategic Investment 
Initiative, http://neighborhoodprogress.org/uploaded_pics/NPI%20SII%20expansion_
fi le_1290020774.pdf  (last visited Dec. 26, 2011). 

 142.  See   Coulton & Hexter  , supra  note 14, at 21. 
 143.  See id . at 21. 
 144. E-mail from Frank Ford, Vice President Research & Dev., Neighborhood Prog-

ress, Inc., to authors (June 2, 2011) (confi rming remarks from oral presentation on May 
20, 2011) (on fi le with authors). 

2010, NPI had announced the expansion of SII to nine neighbor-
hoods. 141  

 Similarly, in October, 2008, NPI unveiled its related “Opportunity 
Homes” program. Like SII, the target areas for this 3-year program 
were located in six Cleveland neighborhoods and all but one of these 
neighborhoods were also participating in the SII. 142  Despite the down-
turn of the housing market in Cleveland which had all but halted the 
CHN’s housing production programs, the Opportunity Homes program 
was designed to demolish blighted, abandoned houses, renovate those 
that can be saved, and identify and counsel homeowners in danger of 
foreclosure. This program has been implemented through partnerships 
developed with NPI and CHN, the City of Cleveland, the Ohio Hous-
ing Finance Agency, Living Cities, Enterprise Community Partners, 
the Federal National Mortgage Association (FNMA), and several lend-
ers. 143  To facilitate neighborhood planning, NPI created a Neighbor-
hood Stabilization Team to assist participating CDCs in assessing the 
condition of housing and the likelihood of additional foreclosures. As 
of spring, 2011, the SII and Opportunity Homes programs together had 
demolished 145 homes; acquired 50 homes, of which 45 were rehabbed 
and 36 sold; and avoided 33 foreclosures. 144  

 These modest results must be viewed in the context of the continuing 
housing crisis, credit crunch, and population decline affecting Cleve-
land and other U.S. cities. In 2011, NPI and the City of Cleveland using 
federal Neighborhood Stabilization Program (NSP) funding also spon-
sored revitalization planning by CDCs in fi fteen targeted sites within 
the SII areas to further promote small scale redevelopment with the 
hope that, if successful, this would serve as a model for future larger 
scale revitalization. 

 Finally, in 2009, NPI initiated the “Re-Imagining a More Sustainable 
Cleveland” project to promote the re-use of vacant land resulting from 
abandonment and the demolition of thousands of foreclosed properties. 
The previous year, NPI commissioned a study of vacant land which was 
mapped by the Cleveland Urban Design Collaborative (CUDC). The 
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 145.  See generally  Catherine J. LaCroix,  Urban Agriculture and Other Green Uses: 
Remaking the Shrinking City , 42  Urb. Law . 225, 285 (2010) (discussing Cleveland’s 
Urban Garden district as a mechanism to facilitate the productive use of land and evalu-
ating the accompanying regulatory challenges). 

 146. See discussion on calculating vacancies,  supra  note 20. To combat this epi-
demic, the Re-Imagining Cleveland report identifi es several redevelopment proposals 
to consider when planning community land-use projects. 

 147. Among these leaders were Cleveland Housing Court Judge, Raymond Pianka; 
Cuyahoga County Treasurer, Jim Rokakis; Slavic Village Development Director and 
then Cleveland City Council member, Tony Brancatelli; NPI’s Vice-President for 
Research and Development, Frank Ford; NPI’s Vice President for Programs, Bobbie 
Reichtell; CHN Executive Director, Rob Curry; and CDC directors like Marie Kit-
tredge, who serves as Tony Brancatelli’s successor at Slavic Village Development. 

Re-Imagining project was funded by the City of Cleveland with NSP 
funds. In a competitive process fi fty-six proposals were selected, with 
the hope that they would be completed in 2010 and would also serve as 
models. Many of the funded projects involved urban agriculture; Cleve-
land has over two hundred community gardens, and in 2007 the city le-
galized agricultural land uses. 145  While many of these projects have yet 
to be completed, they hold promise for re-use of much of the thousands 
of acres of vacant land with more land becoming vacant in the City of 
Cleveland due to future demolitions. 146  

 V. Lessons Learned 

 What can be learned from the responses of these public and non-profi t 
actors to the mortgage and abandonment crisis in Cleveland? First, 
Cleveland benefi tted from having experienced leaders who rallied 
against the emerging crisis, called for action, and implemented impor-
tant reforms. 147  These leaders were able to gain public attention; help 
create new organizations like the Cuyahoga County Land Bank; and de-
velop other innovative responses, including litigation strategies and the 
Re-Imagining Cleveland program. Unfortunately, their proposals for 
legislative reforms were too often ignored or blunted by unsympathetic 
conservative state legislators and some of their efforts were dismissed 
by state and federal courts. In addition, the amount of funding avail-
able to demolish or renovate blighted houses was insuffi cient to address 
the magnitude of the need. Counseling of borrowers threatened with 
foreclosure was not adequately funded and the record of servicers in 
making loan modifi cations continues to be erratic and insuffi cient. Nev-
ertheless, the City of Cleveland and the non-profi t sector have fought 
back against the impact of the mortgage crisis with increasing effective-
ness with the limited funding available. 
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 148.  See, e.g. , Catherine J. LaCroix,  Urban Green Uses: The New Renewal , 63  
Plan. & Envtl. L.  3 (May 2011) (observing how many rustbelt cities, including 
Cleveland, are coupling economic development with innovation for the purpose of re-
vitalizing vacant land, and focusing particularly on the green renewal efforts used by 
Cleveland in its recovery from the mortgage crisis). 

 149.  See  Wendy A. Kellogg & W. Dennis Keating,  Cleveland’s EcoVillage: Green 
and Affordable Housing Through a Network Alliance , 21  Hous. Pol ’ y Debate 69  
(2011). 

 Second, as the crisis unfolded and continued to devastate neighbor-
hoods, particularly those located on the east side of Cleveland, the CDCs 
and intermediaries recognized the value of collaboration and knew that 
collectively pursuing a shared strategy, together with other CDCs, pub-
lic agencies and local municipalities, would be the only way to salvage 
Cleveland’s hardest hit neighborhoods. Together, they would attempt to 
counter abandonment by instituting targeted reinvestment projects, such 
as the Strategic Investment Initiative and Opportunity Homes. They 
built upon their experience through the previous two decades of build-
ing community development networks that served as a national model. 
They also served as a constant catalyst drawing various public agencies 
into new collaborations and programs. It is hoped that the Cuyahoga 
County Land Reutilization Corporation will continue its critical role 
in preparing for rebuilding Cleveland neighborhoods through clearing 
and assembling land for new uses. Its performance in just two years has 
demonstrated the benefi ts of its structure and the ability of its leadership 
to engage with municipalities on one hand and fi nancial institutions on 
the other to establish game changing programs. 

 Third, in addition to these demonstration programs in targeted neigh-
borhoods, the Re-Imagining Cleveland project is tied to Cleveland’s 
efforts to promote sustainability, a process that began in 2010. 148  The 
Opportunity Homes program and CHN is promoting green and energy 
effi cient housing that has become city policy. 149  These two examples 
give hope that out of the wreckage caused by the crisis, better housing 
and stable neighborhoods will emerge through the rebuilding process. 

 Fourth, the Cleveland Housing Court demonstrated that an active ju-
diciary, which uses creative means to fi nd solutions, is essential to the 
success of any shared community effort. In Cleveland, Judge Raymond 
Pianka is leading this effort. Judge Pianka is undertaking innovative 
actions and is developing compliance-oriented policies to prevent irre-
sponsible ownership of blighted properties and to protect homeowners 
and tenants to the extent possible within the limits of the law. 

 Fifth, Cleveland has recognized the importance of having strate-
gic and nimble code enforcement methods in place. Like many cities, 
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 150.  See  Lind,  Protect Your Neighborhood, supra  note 22, at 91-93. 
 151.  Mark Frater, Colleen M. Gilson, Ronald J.H. O ’ Leary, The City of 

Cleveland Code Enforcement Partnership  (2009),  available at  http://www.com
munityprogress.net/fi lebin/pdf/CLE_CE_Partnership.pdf;  see also Community Groups 
Teaming with Cleveland to Fight Neglect and Blight ,  The Plain Dealer , Feb. 27, 
2011. 

 152. Though unsuccessful in holding Wall Street banks accountable, the lawsuit 
brought by the City of Cleveland did provide an unexpected benefi t, in that the case was 
the basis for the movie, “Cleveland Versus Wall Street,” which shed light on the struggle 
of consumer of housing against abusive fi nancing that is destroying neighborhoods.  See  
 Cleveland vs. Wall Street ,  supra  note 67. 

 153. Willy Staley,  Federal Flip-Flop on Flippers in Cleveland ,  Next American 
City,  Nov. 23, 2010,  available at  http://americancity.org/columns/entry/2736/. 

Cleveland has long had ineffective housing code enforcement, but with 
this recognition, a partnership between the City of Cleveland and sev-
eral CDCs was developed to reform how the city views code enforce-
ment. 150  Enhanced data systems and better use of data is a key feature 
of the new program. The aim is to deploy limited resources more ef-
fectively in two directions: (1) to help responsible owners comply with 
minor defects before code enforcement is required, and (2) to attack 
severely blighted properties before the impact of their nuisance condi-
tions further destabilizes the neighborhood. 151  

 Finally, the efforts of both the City of Cleveland and the CDCs to use 
public nuisance law in the court system to curtail destructive business 
practices by big banks and other absentee owners exemplifi es the dif-
fi culty of a scaled-enforcement action, as the efforts in Cleveland have 
had mixed results. The lawsuit brought by Cleveland against twenty-
one Wall Street fi nancial institutions was hastily removed from state 
court to federal court where the case was fi nally dismissed. 152  Com-
paratively, the suits brought by CDCs demonstrated the effectiveness 
of Ohio’s residential nuisance abatement statute in the Cleveland Hous-
ing Court, but also demonstrated the reality that municipalities might 
fi nd themselves unable to enforce their own statutes in their own courts 
against large corporations, simply because these corporations are so 
large, and because our federal judiciary seems increasingly willing to 
rule on their behalf. One observer put it this way: “Federal courts are 
governing bodies that seem less interested in the welfare of people and 
places as they do the welfare of corporations. The courts, in essence, 
are protecting fi nancial institutions from having to face the realities of 
what the foreclosure crisis is doing to cities like Cleveland. There’s no 
justice there.” 153  
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 VI. Conclusion 

 These lessons from Cleveland offer both encouragement and a warning. 
Fighting back against the mortgage disaster can be effective at the local 
level. It requires strong, collaborative and creative civic leadership able 
to make long-term commitments to stabilizing neighborhoods using 
multiple means to accomplish that goal. While elected offi cials tend 
to be distracted by electoral and political matters, their recognition of 
the long-term impact of the crisis and the need to engage in developing 
new institutional tools at the local level is critical. Neither Wall Street 
nor Washington has so far produced effective solutions for communities 
and neighborhoods. 

 However, the mortgage crisis is far from over. Predicted dates for 
the end of disaster and the beginning of recovery are history. Financial 
stability and housing market recovery are, for many weak market places 
like Cleveland, years away. Even though the fi nancial industry is con-
ceding to some realities about their fl awed business models, there is no 
reason to expect them or the federal and state lawmaking institutions 
infl uenced by their lobbyists to repair the damage to urban neighbor-
hoods hardest hit by the mortgage crisis. 

 It is, then, up to existing local institutions to respond and up to local 
government and civic leaders to provide new institutions like housing 
courts, land reutilization authorities and community public interest net-
works with the right tools for recovery and renewal. The mortgage cri-
sis has produced a nationwide land use crisis with different versions in 
each locality. The use of land is truly a local matter and abuse of land 
by profi teers in the mortgage crisis will persist where solutions to land 
use problems are not locally effective.     
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EXECUTIVE SUMMARY 
 
Stressed by the catastrophic mortgage foreclosure crisis and the long-run decline 
of older, industrial regions, more and more communities around the country are 
struggling with vacant and abandoned properties.  To alleviate this drag on 
national prosperity, the federal government should advance policies that support 
regional and local land banking for the 21st century. 
 
Land banking is a process by which public authorities manage excess inventories 
of real estate by removing properties from the market and strategically returning 
them to productive uses, like affordable housing.  By turning vacant and 
abandoned properties into community assets, land banking fosters greater 
metropolitan prosperity and strengthens broader national economic well-being. 
 
America’s Challenge  
During the mortgage crisis of the past two years, the nation has seen the number 
of foreclosures double, and almost 600,000 vacant, for-sale homes added to 
weak real estate markets.  In older industrial regions, chronic economic and 
population losses have also led to vacancies and abandonment.  When left 
unaddressed, these problem properties impose severe costs on neighborhoods, 
including reduced property values and tax revenues; increased arson and crime; 
and greater demands for police surveillance and response.  Eight cities in Ohio, 
for example, had to bear $15 million in direct annual costs and over $49 million in 
cumulative lost property tax revenues from 25,000 vacant and abandoned 
properties.  Such negative consequences drain community resources and keep 
cities and towns—and the nation—from fully realizing productive, inclusive, and 
sustainable growth. 
 
Limitations of Existing Federal Policy  
The Emergency Assistance Act in the Home and Economic Recovery Act of 
2008 is the first express recognition of land banking in federal legislation, but it 
has weaknesses.  In the short term, a lack of clarity regarding the scope and 
target for the allocated funding, may hinder effective policy implementation.  
Moreover, as an emergency response to the immediate mortgage crisis, it does 
not provide well for addressing the concerns of land banking over the longer 
term.  In particular, the act’s $3.92 billion does not come close to meeting the 
costs associated with the two million foreclosures projected by the end of 2008 
and the local revenues lost from vacant and abandoned properties.  
 
A New Federal Approach 
Federal policy should support effective and efficient land banking.  In the short 
term, the federal government should deploy the Emergency Assistance Act with 
local and regional flexibility for determining funding priorities.  Over the long term, 
a new, comprehensive federal land banking program would:  
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 Capitalize local and regional land banking with sufficient funding to 
address the several million properties that are being foreclosed upon or 
are already vacant 

 Incentivize local and state code and tax reform to ensure that land 
banking is not hampered by outdated rules and procedures 

 Advance regionalism by encouraging new inter-jurisdictional entities to 
align the scale of land banking authorities to the scale of metropolitan land 
issues  
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I. Introduction 

The recent credit-related panic on Wall Street underscores the depth and far-
reaching consequences of the mortgage crisis of the past two years.  There have 
been record numbers of residential foreclosures throughout most of the United 
States, with some communities experiencing price declines of 25 percent and 
overwhelming concentrations of foreclosures in particular neighborhoods.  The 
prevalence of subprime mortgage products and the irrational desire of the private 
secondary mortgage market to invest in mortgage securities regardless of the 
risk led to the collapse in 2008 of much of the secondary mortgage market.  The 
governmental restructuring of the two largest guarantors of residential 
mortgages, Fannie Mae and Freddie Mac, and the largest insurance company, 
AIG were successive exclamation points on the inability of the real estate market 
to function efficiently.   

In the past 24 months residential mortgage foreclosures have reached levels not 
experienced in 75 years, and the number of vacant properties has reached 
record levels in the hundreds of thousands.  In addition to such a sudden and 
dramatic shift  in economic conditions, when a real estate boom quickly turns to 
bust, excess supplies of real estate can occur for other reasons as well.  It can 
happen gradually over a period of years as populations shift from urban centers 
to suburban and exurban rings or from one region in the county to another.  It 
can also occur when there is a loss of dominant employment centers leading to 
residential and economic abandonment.  This is the story of the urban cores in 
our major industrial cities over the past 30 years.   

Together, the ongoing mortgage crisis and the economic decline of older, 
industrial areas have created increasing numbers of vacant and abandoned 
properties that are stressing more and more communities nationwide. Though 
the sudden collapse of mortgage markets and high foreclosure rates may be 
most intense in southern and southwestern communities and the gradual 
economic decline and abandonment may be more characteristic of cities in the 
Northeastern and Midwestern parts of the county, some communities—most 
notably Cleveland, Ohio and Detroit, Michigan—are burdened by both pressures.  
What characterizes all of these metropolitan areas, however, is that their 
neighborhoods, schools, and local governments must bear the greatest costs 
induced by these large inventories of foreclosed, vacant, and abandoned 
properties.  When demand for housing and new development disappears, what 
may have once been a strong and vibrant neighborhood or community can 
become a declining wasteland.   Most local governments lack efficient and 
effective tools for preventing or reversing such a serious consequence. 

The prosperity of urban and suburban communities is the central concern of the 
Blueprint for American Prosperity.  This multi-year initiative of the Brookings 
Institution’s Metropolitan Policy Program advances an integrated federal policy 
agenda for helping metropolitan areas develop the innovation, human capital, 
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infrastructure, and quality places (all brought together by good governance) that 
drive prosperous—i.e., productive, inclusive, and sustainable—growth.  Given 
that stable neighborhoods are a prerequisite for true prosperity, this Blueprint 
paper asserts that rising numbers of vacant and abandoned properties have 
become a serious national concern and calls for new federal efforts to support 
land banking as way to help state and local governments manage excess 
supplies of land and address its negative consequences on communities.    

Land banking is a way for states, localities, and regions to literally remove 
properties from the market, thereby responding to the inability of the real estate 
market itself to function efficiently.  By doing so, they mitigate the external costs 
of vacancies and abandonment and stabilize neighborhoods and communities.  
Land banking can remove legal barriers to the market conversion of land into 
new productive uses or hold land in reserve for long term strategic planning.  The 
role of land banking is not to replace or supplant the open market; it steps in 
when there is a failure of market conditions.  Nor, does land banking replace or 
supplant land use planning; rather, it acquires inventory that has been 
abandoned and makes it available for planning.  Land banking can involve 
various activities, but one thing it does not involve is the involuntary transfer of 
property through eminent domain. 

Effective federal engagement in land banking would build on the appropriate 
roles of federal, state, and local government policies.  The federal role, in 
particular, would be to provide initial capital funding for local and regional land 
banking programs to acquire and manage surplus inventories, encourage land 
banking initiatives and entities, and create incentives for regional collaboration. 

In setting forth the federal role in land banking, this paper begins by discussing 
the concept of land banking and identifying the dominant factors that have led to 
excess supplies of real estate across the country and the costs imposed by 
vacant and abandoned properties.  The paper then discusses the barriers that 
currently stand in the way of minimizing such costs and returning properties to 
productive uses.  Finally, the paper examines the limitations of existing federal 
policy for addressing these barriers and proposes a new federal approach, both 
in the short-term, in light of the recent Housing and Economic Recovery Act of 
2008, and over a longer time horizon.  The paper concludes by highlighting 
examples of the type of successful land banking programs that federal policy 
could promote and envisioning the potential that land banking could achieve as 
part of a new metropolitan land policy aligning federal, state, and local 
government efforts.   

 

II. Land banking is a relevant and flexible policy tool 

Land banking is a recent concept in historical terms.1  First proposed as a new 
form of urban land planning in the 1960s, it began to take root in the experience 
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of a handful of metropolitan communities in the last 25 years.2  As with most new 
approaches to land use and land planning, some of these recent efforts have 
been more successful than others, but they all share common characteristic:  the 
ability to address real estate market inefficiencies and the possibility of bringing 
together federal, state and local policies to build inclusive and sustainable 
communities for the future. 

Land banking can be a valuable land use tool to have under current market 
conditions 

In strong economic contexts, housing and building codes, which first began to 
emerge in the late 19th century, and zoning laws, which evolved over the past 75 
years, have been vitally important and effective tools for local government land 
use planning and control.  However, in downturns, when real estate markets are 
cool, as they are currently, neither housing codes nor zoning regulations can deal 
effectively with the excess of supply over demand.  During such times, and even 
more generally, confronting the ebb and flow of market demands for real estate 
has always been one of the toughest challenges for local governments.   

Markets for land rarely, if ever, operate with anything close to market efficiency.  
By definition, a parcel of land is a unique commodity fixed in location and not 
interchangeable with competing products.  Unlike demand for discrete products 
that are fungible in nature, the supply and demand for land are often not 
sufficiently flexible for prices and consumption to adjust to relative demand and 
available supply.  Furthermore, property titles consist of sets of separable but 
connected interests which, when held by parties disconnected from each other 
and from the land, leads to a variety of dysfunctional conditions.  Land banking 
offers an approach to resolving these market inefficiencies. 

Land banking can help achieve different goals and be undertaken by 
different types of entities 

Land banking is the process or policy by which local governments acquire 
surplus properties and convert them to productive use or hold them for long term 
strategic public purposes.  Land banking does not have as its goal the large 
scale acquisition of properties simply in order to hold a large public inventory of 
land.  The most commonly held goal for land banking programs is to convey 
properties to not-for-profit entities for affordable housing, including both 
homeownership and rental programs.  The second focus generally is to foster 
economic redevelopment by conveying properties to a not-for-profit entity, or a 
for-profit entity, for creation of mixed use developments or mixed-income 
housing.   

In both contexts, the land banking authority is well aware that simply holding 
ownership of vacant properties achieves little.  Their desire is to have properties 
reoccupied and returned to the property tax rolls as soon as possible.  There are 
only two programmatic exceptions to these goals.  The first is in those rare 
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situations where there is simply no market at all for development or reuse and 
the property simply needs to be removed from the market indefinitely 
(necessitating demolition and environmental clean-up as part of the holding 
process).  The second is when a land bank acquires title to certain properties 
which it elects to hold for longer term strategic purposes, such as affordable 
housing in a market experiencing gentrification, or as locations for future parks 
and green spaces. 

Land banking activities can be carried out by existing public entities or new, 
specially created institutions. In some communities, existing redevelopment 
authorities can and should serve a modified land banking function, and in others, 
these efforts could be managed by the local housing and community 
development department.  In recent decades, however, redevelopment 
authorities have tended to be narrowly focused in a specific geographic area or 
on a specific redevelopment project, and they often lack the flexibility to acquire 
surplus properties wherever they may exist or convert individual properties into 
productive use as new single family residences.  Similarly, housing and 
community development departments commonly lack capacity for property 
management and are constrained by state and local laws in the terms for 
disposition of property.  When existing authorities and departments lack the legal 
or managerial capacity to specialize in a program of land banking, it is 
appropriate to move to the creation of a new, independent, specialized entity. 

Land banks are public authorities that focus exclusively on land banking 
activities.  Land banks as originally proposed were intended to be public entities 
that would engage in early and significant land acquisition in anticipation of urban 
growth and urban and suburban sprawl.  Conceived of as a flexible tool to 
mitigate the static nature of exclusionary zoning and to provide for an inventory of 
land to meet future strategic public needs, the early proposals for a federal-state 
partnership did not move forward.3  Instead, during the last quarter of the 
twentieth century five metropolitan areas—St. Louis, Cleveland, Louisville, 
Atlanta and Flint—moved to create their own land banks.  These five land banks 
share a common dominant focus on the acquisition and conversion of 
abandoned tax delinquent properties into new productive use.  Each of these five 
land banks has also been able to learn from, and build upon, the experiences of 
its predecessors, with the result that each land bank has been successively 
broader, stronger, and more productive.4  Following the creation of the first land 
bank in Michigan—the Genesee County Land Reutilization Authority—the state 
of Michigan enacted the broadest and strongest state land bank statute in the 
country.5  As a result, numerous local land banks across Michigan are now 
acquiring surplus abandoned tax delinquent properties and converting them to 
productive use.  
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Land banking has broad potential as a part of 21st century metropolitan 
land planning 

Land banking, either through an existing or restructured governmental entity or 
through the creation of a land bank, can, and should, be an integral part of 
metropolitan land policy.  Land banking can fulfill the original vision of being a 
new urban planning tool; it can specialize in managing the market distortions that 
create a sudden excess supply of properties; and, it can serve true “bank” 
functions by moderating real estate liquidity and capitalization. Moreover, land 
banking is the best potential model for a new approach to metropolitan land 
planning in which all three levels of government—local, state, and federal—play 
vital roles.   

The role of local governments would be to acquire, manage, and convey 
properties in accordance with public priorities and reach across jurisdictional 
lines to plan regionally for the use of surplus properties and address legal 
barriers that currently are beyond the powers of any given locality.  For localities 
to have such power and flexibility, state governments need to reconstruct 
traditional home rule doctrines to provide statutory authority to cities and towns to 
act regionally and create land banking programs either within existing agencies 
or as new, independent entities.  The federal government—which has historically 
been absent from all local land use planning—must serve as a catalyst for local 
and regional land banking by deploying appropriate incentives and sufficient 
funding to initialize land banking programs in supportive policy environments with 
enough capital for the acquisition and maintenance of surplus properties.   

 

III. The need for land banking is acute as worsening trends in vacant and 
abandoned properties threaten neighborhoods nationwide 

Many local governments, whether they are large industrial cities or smaller rural 
communities, face abandonment of their urban neighborhoods and downtown 
areas.  Other communities that quite recently were the paradigms of thriving 
economic investment and hot real estate markets suddenly find themselves 
confronting large inventories of vacant and foreclosed real estate.  All of these 
American cities now confront overlapping problems:  vacant and abandoned 
properties and the economic and social costs they impose on the community at 
large; the difficulty of using traditional local government powers to address issues 
that are multi-jurisdictional in nature; and the lack of capital funds to acquire, 
manage, and control these surplus properties. 

Chronic employment and population loss can lead to large excess 
inventories of real estate in some communities 

The mismatch between the supply and demand of real estate may be due to a 
wide variety of contributing causes.  In some communities, particularly older 
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industrial cities, this condition arises because of employment losses and 
population migration to suburbs and ex-urban areas.  For example, the sharp 
declines in the domestic automobile industry in the 1980’s and 1990’s, led to over 
12 percent of the housing stock in Flint, Michigan being empty in 2000, resulting 
in over 5,000 housing units vacant or abandoned.6  In 2007, there were over 
15,000 vacant and abandoned residential buildings in just eight Ohio cities, 
together with an additional 10,000 vacant and abandoned lots.7  And, the city of 
Detroit owns between 30,000 and 40,000 parcels of land, the overwhelming 
majority of which are tax-reverted, vacant and abandoned.8 

The sudden collapse of real estate finance and housing prices has also led 
to large surpluses of available property 

With sharply different causes but similar effects, the residential mortgage 
foreclosure crisis of the past two years has resulted in a dramatic and sudden 
increase in the number of vacant homes.  The number of mortgages nationwide 
entering foreclosure more than doubled from the end of 2005 to the end of 2007, 
and foreclosure rates are the highest ever recorded.9  By the first quarter of 2008 
almost 9 percent of all residential mortgages were delinquent or in foreclosure.10  
In just one month alone—August, 2008—one of every 416 households in the 
country received a foreclosure notice.11 

The myriad influences that contributed to this mortgage crisis have resulted in 
two clear consequences: a sharp decline in residential property values and a 
sharp increase in the number of vacant properties.  Between June 2007 and 
June 2008, the average home price in 20 metropolitan areas fell 15.9 percent, 
the sharpest decline on record.12  Jurisdictions with weak economies, a high 
incidence of sub-prime lending, or both are especially vulnerable to significant 
concentrations of foreclosures.13 This foreclosure wave dramatically increased 
the number of vacant residential properties.  The number of vacant homes that 
are for sale increased 46 percent in just two years, adding almost 600,000 
vacant, for-sale homes to weak real estate markets.14 

Regardless of cause, vacant and abandoned properties impose the same 
costs on communities 

Residential properties that are vacant as a result of the mortgage foreclosure 
crisis are not necessarily the same as those left vacant due to population loss or 
the closing of a major employment center.  Not all foreclosed homes are vacant, 
and not all vacant homes are abandoned.  In most cases, foreclosed real estate 
that is owned by a bank (“REO”) continues to be marketed for sale.  The length 
and depth of the current economic downturn already suggest, however, that the 
time required for the market to absorb this excess inventory of vacant, for-sale 
properties will be at least one to three years—once the bottom of the market is 
reached.15  With this time frame, there is little difference in the nature of the 
deteriorating property based upon why it became abandoned. 
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When properties remain vacant any significant length of time, the frequency of 
vandalism increases, and the decline in property values and neighborhood 
stability accelerates.  To the extent that mortgage foreclosures in today’s market 
result in long-standing vacant properties, they impose the same costs on 
communities and local governments that are felt in older industrial cities from 
vacancies and abandonment caused by other economic issues.   

Vacant and abandoned properties bring severely negative spiraling 
consequences on neighborhoods 

Vacant and abandoned properties are not victimless crimes.16  They quickly 
become liabilities to the surrounding community.  When owners chose to ignore 
their responsibilities, the costs of these properties are imposed on everyone else.  
The external costs of vacant and abandoned properties occur across a number 
of categories: 

 Declining property values of adjacent properties 
 Declining property tax revenues from nonpayment of taxes 
 Declining property tax revenues from declining property values of 

adjacent properties 
 Increased costs of police and public safety surveillance and 

response 
 Increased incidence of arson and costs of fire prevention 
 Increased costs of local government code enforcement activities 
 Increased costs of judicial actions 

 
In addition to these objective and empirical costs, vacant and abandoned 
properties result in a broad range of intangible costs to the community: 

 Decline in neighborhood confidence and social cohesion 
 Instability in school age populations and weakening of public school 

resources 
 Loss of incentives to invest and maintain existing occupied 

properties 
 Fear of social engagement 

 
A detailed study of mortgage foreclosures in Chicago in 2005 revealed that a 
foreclosure resulting in a house or building that is boarded and secured may 
impose only $430 in direct costs on the city.17  Properties that are abandoned 
prior to foreclosure impose costs of almost $20,000, and when the property has a 
building damaged by arson the costs reach $34,000.   
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When multiple foreclosures leave vacant properties concentrated in a single 
neighborhood, the costs and losses are dramatically higher because it destroys 
the housing wealth of the neighborhood.  Mortgage foreclosures by themselves, 
independent of subsequent abandonment, were found to reduce property values 
within one-eighth of mile of the foreclosure by 0.9 percent in value, and multiple 
foreclosures had even greater cumulative adverse effects.18  In Flint, Michigan an 
analysis revealed that property within 500 feet of a vacant and abandoned 
structure lost 2.26 percent of its value.19 In Philadelphia in 2000, properties lost 
$7627 in value if they were located within 150 feet of an abandoned house.20   A 
study of eight cities in Ohio found that 25,000 vacant and abandoned properties 
imposed $15 million in direct annual costs to the cities and over $49 million in 
cumulative lost property tax revenues.21 

The direct and indirect financial costs of mortgage foreclosures and vacant and 
abandoned properties are measures that can be quantified.  Often, however, the 
greatest costs come with no price tag, despite being well known.  For example, a 
one percentage point increase in single family residential mortgage foreclosures 
has been found to increase the number of violent crimes (not property related 
crimes) by 2.33 percent.22  With record numbers of recent foreclosures and 
vacant properties concentrated in certain neighborhoods, the city of Atlanta has 
created a special police task force focused just on these properties.23 

 

IV. Most places currently face barriers to implementing an effective land 
banking program  

Successfully confronting excess inventories of land is frequently beyond the 
resources, policies, and practices of states, cities, and towns.  Acting alone, state 
and local governments cannot often deal with the social, economic, and 
institutional costs of vacant and abandoned properties.  Most notably, they face 
particular barriers on these fronts: funding, state and local code reform, and 
regionalism. 

Lack of adequate funding can limit the reach of land banking programs 

States and localities have generally not focused much attention on capital 
funding for land banks to acquire vacant and abandoned properties, other than 
those that are tax foreclosed.  Over the past twenty-five years, dealing with tax 
foreclosed properties was the dominant justification for creating independent land 
banks, and strategies to acquire land by other means, such as strict code 
enforcement or foreclosure on a nuisance abatement lien, were given little or no 
consideration.  The initial land banks amassed inventory primarily as a result of 
properties that “reverted” to local governments or were deemed “sold to” local 
governments after unsuccessful foreclosure sales.  These land banks were 
responsible for receiving title to these properties and were authorized to convert 
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them to productive use.  (Their land banking efforts, however, remained 
hampered by the constraints of inefficient tax foreclosure laws.) 

Two of the land bank authorities—Atlanta and Genesee County—have taken a 
different approach to working with their respective inventories.  With the power to 
waive or extinguish delinquent taxes, the Atlanta Land Bank Authority has 
elected to focus on a program of voluntary transfers of tax delinquent properties 
to the land bank.  After the property transfer, the Atlanta land bank would forgive 
any taxes owed and immediately convey the property with requirements that it be 
developed for specific public purposes.  This “conduit transfer” program relies 
primarily upon community development corporations and other not-for-profit 
entities to acquire the properties with delinquent taxes, and allows the Atlanta 
Land Bank Authority to operate with minimal on-going real property inventory.  
The Genesee County Land Bank Authority, in contrast, relies on a revised state 
tax foreclosure law which transfers to the county treasurer all tax delinquent 
property not redeemed by a final date. 

For operational funding, land banking programs to date have primarily relied on 
modest allocations from local government general revenue.  Although recovery of 
operational costs may be possible through land disposition, land banks find that 
such financial considerations often compete with the stated public priorities for 
the use of the land.  Land bank authorities in Michigan, however, are in a far 
stronger position to fund their transactions involving previously tax delinquent 
properties.  The recent state statute permits land banks to receive 50 percent of 
all property taxes for a five-year period of time following the conveyance of the 
property to a third party for redevelopment.24 

For land banking programs to successfully address rising numbers of vacant and 
abandoned properties—caused by both the sharp contraction of mortgage 
markets and long-drawn out economic decline—they must have the funding 
necessary to expand their reach beyond just tax foreclosed properties.  Only then 
can land banking programs acquire and manage properties left vacant and 
abandoned from other causes.  But funding for land banking activities can be 
hard to come by.  Local governments are already stretched beyond existing 
resources in responding to the costs imposed by vacant and abandoned 
properties and the declining tax base.  State governments, facing similar 
constraints, are not in a position to fund a land acquisition program.25   

Existing state and local laws often pose barriers to handling problem 
properties 

Existing laws too often create financial incentives for property owners to neglect 
and abandon their property.  Owners may choose to defer maintenance and 
upkeep, withdrawing all income and equity from the property for use or 
investment in other locations.  The result is deterioration in the quality of the 
homes and increased incidence of housing and building code violations.  While 
these codes may set strong minimum standards for new development and 
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construction, these state statutes and local ordinances are far less effective in 
dealing with older properties that are in violation of the codes.  When a 
responsible owner can be found, a remedy may be available, but when the owner 
has chosen to walk away from the property, the legal remedies have been far 
less effective. 

While, the enforcement of housing codes is (and should be) the responsibility of 
local governments, they can only act in an efficient and effective manner if state 
governments have granted them sufficient constitutional or statutory power.  
Furthermore, most places have not modified the internal substantive 
requirements of their housing codes in decades, and even when they have, local 
governments are reluctant to spend their general revenues to remedy the 
problems left unaddressed by private owners.  The burden is almost always 
exclusively on cities and towns to spend public funds to preserve, protect, clean, 
maintain, and if necessary, demolish those homes and buildings left vacant and 
abandoned.     

If local governments cannot, or will not, take control of vacant and abandoned 
properties, they cannot begin to achieve the advantages of a land banking 
program.  Code reform could make local control more possible.  For example,    
housing codes and nuisance abatement procedures could be reformed in a 
manner that permits all government expenditures on behalf of a vacant or 
abandoned property to become a first priority lien on the property.  Such a 
“super-priority” lien must then be able to be enforced in an efficient procedure 
that results in a transfer of ownership either to a new private owner or to the local 
government.  Other keys to effective local government control that could be 
included in code reforms include vacant property registration requirements and 
imposing vacant and abandoned property assessments. 26 

Existing property tax foreclosure laws and practices can also be roadblocks to 
bringing vacant and abandoned properties back into use.  State laws typically 
provide that at property tax foreclosure sales, the minimum bid must equal the 
amount of delinquent taxes.  But these tax sales “fail” when the aggregate 
amount of delinquent taxes exceeds the fair market value of the property.  This 
situation is not uncommon in the urban cores of older metropolitan areas. As 
owners abandon properties in these places, they cease paying property taxes 
and no longer care about over-assessed property valuations in declining 
markets.  The result is that delinquent taxes, accruing at high rates of interest, 
overwhelm the property’s fair value, leaving it unmarketable and abandoned.27  In 
some other jurisdictions, tax liens may be sold to third party investors who have 
little interest in investing in property maintenance or in improvements.   

First created in the late 19th century, the property tax foreclosure laws in most 
states have been, until recently, woefully inefficient for addressing present-day 
needs and largely out of compliance with federal constitutional due process 
mandates.28  These outdated procedures could take as long as three to seven 
years to complete a tax foreclosure, and even then may only result in creating 
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unmarketable titles to the property—real barriers to returning foreclosed 
properties to productive uses.  In some states, significant reform of state tax 
foreclosure laws have begun to occur, often in a manner that ties tax 
foreclosures into transfers to local land banks.29 

Barriers to regional planning may prevent land banking programs from 
achieving their full potential 

The highly fragmented structure of local governance in the United States can 
confound cities and towns as they attempt to devise creative, new ways to deal 
with vacant and abandoned properties.  It has become abundantly evident over 
the past 40 years that urban sprawl and the corresponding abandonment of 
central cities is due, in significant part, to the ability of residents and businesses 
to relocate to “bedroom communities” and economic centers with the lowest tax 
rates and smallest transaction costs.  As local governments compete with one 
another, the one that loses the critical mass of population is left with all of the 
economic and social costs, while the winner captures all of the benefits. 

The historic allocation of power between state and local governments plays 
directly into this divide and unfortunately, only encourages inter-jurisdictional 
competition.  Though local governments are, for the most part, creatures of state 
law, the trend for the past 75 years has been the creation of new and smaller 
municipalities, rather than the consolidation of local governments.  Because land 
use planning and zoning, as well as housing and building codes, are largely a 
prerogative of local government power, such authority has been used to 
maximize internal benefits while transferring costs to others.  However, an 
imbalance in the supply of land, or housing, relative to demand is not something 
that can be addressed solely within the limited legal authority of a given 
municipality.  This sort of challenge demands that local governments find ways to 
bridge territorial boundaries and enter into regional planning.30   

“Home rule” is the legal doctrine that underlies the nature and extent of local 
government powers.  It is the rallying cry for cities and counties that seek 
authority to act where none is given by the state constitution or the state 
legislature.  The clear value of home rule authority is that it permits a local 
government to fashion policies, priorities and procedures most directly tailored to 
the needs and visions of that community.  The clear trade-off, however, is that 
home rule tends to lead to the proliferation of small communities determined to 
maximize internal benefits while imposing maximum costs on others. 

Land banking is most effective when it has the authority to reach across the 
jurisdictional lines of a single city or a single county.  Most—but not all—of the 
major land banks today possess some aspect of a multi-jurisdictional approach.  
Two examples of the value of governmental collaboration are the enforcement of 
delinquent property taxes and the provision of affordable housing. 
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In many states, property taxes are commonly assessed and collected at the 
county level, with tax rates and tax expenditures primarily set at the municipal or 
city level.  This difference leads to a disconnect between county policies on tax 
collection and localities’ needs to address neighborhoods with high 
concentrations of severely tax delinquent properties.  An intergovernmental 
agreement authorizing regional land banking can serve as a regional (county-
wide) catalyst of enhanced tax enforcement laws by creating one recipient of tax 
foreclosed properties.  In this way, land banking can create a needed bridge 
between home rule and regional planning.31  In the rare instances of local 
government consolidation, the need for regional planning is already partially met, 
and land banks in the merged governmental entities are recognized.32 

The provision of affordable housing is one of the public purposes that can be 
served through land banking, and it can be done best with some 
intergovernmental collaboration.33    As reflected in the federal policies that drive 
HOPE VI redevelopment of public housing facilities, the high concentration of 
large scale subsidized housing in particular neighborhoods rarely succeeds.  
Low-density, scattered-site facilities in economically integrated neighborhoods 
are far more likely to be sustained over time.  Land banking can play a pivotal 
role in meeting this goal by facilitating land availability in regions that move from 
exclusionary zoning to inclusionary zoning.  Pressures towards gentrification in 
one community can be mitigated by the strategic advance acquisition of land for 
future use as affordable housing, while pressures towards abandonment in 
another community can be mitigated by the strategic advance acquisition of land 
for mixed income housing. 

 
 

V. Federal policy takes a first step toward land banking  

Historically, the federal government has had no direct voice in the creation of 
land banking.34  But the sheer scale of the most significant residential mortgage 
foreclosure crisis since the Depression has focused congressional attention 
appropriately on ways to solve the adverse consequences of vacant and 
abandoned properties.   With so many communities around the country 
simultaneously struggling with vacant and abandoned properties, the challenge is 
clearly a national issue with national ramifications on maintaining economic well-
being and strengthening real estate markets.  States and localities each have 
different levels of capacity, so it becomes incumbent on the federal government 
to help ensure that every affected region of the country has sufficient resources 
to contain and tackle the problems that come with vacancies and abandonment. 

The bulk of the proposed federal legislation in 2008 pertained to the refinancing 
of vulnerable mortgages by the Federal Housing Administration and the 
restructuring of oversight of federally related mortgage entities, but several 
legislative proposals expressly addressed the burdens imposed on local 
governments by vacant properties.35  



FINAL DRAFT 
 

BROOKINGS · October 2008 
 

17

Enacted in July 2008, the Housing and Economic Recovery Act of 2008 includes 
the first express recognition of land banking in federal legislation.36  One of the 
most extensive forms of federal housing legislation in many decades, this 
expansive law has one brief section entitled “Emergency Assistance for the 
Redevelopment of Abandoned and Foreclosed Homes.”37  This Emergency 
Assistance Act is striking in several key respects.  It is the first federal recognition 
of the severe costs being borne by neighborhoods and local governments as a 
result of the rise in vacant and abandoned properties.38  It is the first federal 
appropriation of funds ($3.92 billion) for acquisition, management, and 
disposition of these properties.39  It is also the first express recognition in federal 
law of the targeted role of land banking.40   

Recognizing the wide diversity of economic and social conditions across the 
country, the Emergency Assistance Act does provide an appropriately broad 
range for the use of the funds.  In addition to the express statutory authorization 
to “establish land banks for homes that have been foreclosed upon,” funds may 
be used for the acquisition and financing of properties as well as the 
rehabilitation or demolition of structures.41 Congress did elect to target all of the 
emergency assistance funding to persons of low and moderate income.  All of 
the funds must be used “with respect to” individuals and families at or below 120 
percent of area median income and 25 percent of the funds must be targeted to 
those at or below 50 percent of area median income. 

But for all its sound measures, the Emergency Assistance Act is only a first step 
for federal policy, and it faces certain short- and long-term weaknesses. 

In the short-term, several policy questions are outstanding 

In the short-term, the effectiveness of the Emergency Assistance Act in 
addressing the rising number of vacant and abandoned properties in older 
industrial areas and the sudden growth of foreclosed vacant properties 
nationwide will depend, at least in part, on how the statutory language is 
interpreted in implementation.  A lack of clarity around the scope of the act and 
the targeting of the appropriated funds leaves this an open question. 

On scope, several mentions in the statute make reference to “abandoned and 
foreclosed” homes, leaving it unclear as to whether these are two separate 
categories, or whether the funds are restricted to properties that are both 
foreclosed and abandoned. 42  One subsection of the statute provides that funds 
may be used to acquire “foreclosed upon homes and residential properties” and 
properties that have been “abandoned or foreclosed upon.”43  In this way, this 
federal statute is ambiguous as to the permitted scope of use of these federal 
funds. 

For targeting the funding, the act charges the Secretary of Housing and Urban 
Development (HUD) to allocate funds to “states and units of general local 
government with the greatest need” but provides limited statutory guidance for 
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creating the mandated allocation formula.44  The statue does identify three 
categories of variables that should bear on the allocation formula: 

(A) the number and percentage of home foreclosures in each State 
or unit of general local government 

(B) the number and percentage of homes financed by a subprime 
mortgage related loan in each state or unit of general local 
government 

(C) the number and percentage of homes in default or delinquency 
in each state or unit of general local government 45 

But these variables are not meant to be exclusive, and HUD is granted discretion 
in identifying other relevant factors for use in determining the allocation formula.  
Indeed, the statutory priority for the use of the funds, which also involves 
determining the areas of “greatest need”, is subtly yet significantly different.  This 
part of the statue directs that the funds are to be use in those areas — 

(A) with the greatest percentage of home foreclosures 
(B) with the highest percentage of homes financed by a subprime 

mortgage related loan 
(C) identified by the State or unit of general local government as 

likely to face a significant rise in the rate of home foreclosures46 

Across neither of these sets of variables does the Emergency Assistance Act 
specify the weight to be given to each of the identified factors; identify the 
aggregate pool, or denominator, to be applied in determining percentages; or 
differentiate between the commencement of foreclosures and the completion of 
foreclosure sales.47  Furthermore, neither “foreclosures” nor “subprime mortgage 
related loan” are defined in the statute. 

The funding allocation formula released by HUD in late September 2008 provides 
more guidance on these statutory variables, but the exact, total amount available 
to local governments to deal with the problems they face on-the-ground from 
vacant and abandoned properties still remains uncertain.48   

HUD’s allocation formula distributes the appropriated funds to both state and 
local governments.  The grantee universe consists of the “1,201 state and local 
governments which were funded in FY 2008 under the regular Community 
Development Block Grant.”49  Given the statutory emphasis to target foreclosed 
homes, the allocation formula gives significant weight to the number and percent 
of foreclosures: “70 percent of the funds are to be allocated based upon the 
number and percent of foreclosures, 15 percent for subprime loans, 10 percent 
for loans in default, and 5 percent for delinquent loans.”50   

The appropriated funds are allocated in a two-step process, with roughly half 
going to states and the other half to the “entitlement” cities that directly receive 
funding from HUD.51  The first step in the allocation determines the total state 
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allocation.52  The second step is a separate formula used to divide up the total 
state allocation based upon greatest proportional need.53  Here, the minimum 
allowable statewide allocation is subtracted from the total state allocation 
determined in the first formula.54  The remainder is divided up by jurisdictional 
need.55  Where an individual jurisdictional amount is determined to be less than 
$2 million, the amount is “rolled up” into the overall statewide allocation.56   

States are responsible for distributing their allocated funding further to their local 
jurisdictions, based on their own understanding of areas of “greatest need”.  
States are given broad discretion for this process.  For example, states may 
choose to direct the funding to those jurisdictions facing very high incidence of 
foreclosure and abandonment.  Or, states may decide that funding may be best 
targeted to those jurisdictions with more limited numbers of foreclosed, vacant, 
and abandoned properties, where the associated negative consequences are 
easier to contain, and the community has greater chances of returning quickly to 
relative stability. 
 
Over the long-term, policy impact may be limited 
 
For the long-term, the Emergency Assistance Act’s short timeframe and funding 
appropriations limit its ability to serve the continuing (and growing) need of states 
and localities to effectively handle the costs of vacant and abandoned properties.     
 
On timing, the act is clearly an emergency and short-term measure in response 
to the recent mortgage foreclosure crisis.  The funding made available under this 
Act must be utilized by state or local governments within 18 months of receipt.57  
Of course, the problems this funding is meant to address—those of vacant and 
abandoned proprieties—will continue well beyond this short window. 
 
With the allocation formula in place, HUD has charged state and local 
governments with submitting plans detailing how the funds will be obligated by 
December 1, 2008.  This is a phenomenally short timeframe for these 
jurisdictions to make the most informed and responsible decisions for ensuring 
that the funding goes to public entities that are capable of adequately negotiating 
the acquisition, rehabilitation, management, and, if needed, rental, of foreclosed, 
vacant, and abandoned properties.   

 
On funding levels, $3.92 billion is a critically needed infusion of capital for land 
banking activities and may strengthen the resources of those communities 
receiving fund, but it does not come close to the dollar value of the roughly two 
million residential foreclosures projected for 2008 or lost property tax revenues of 
local government. 
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VI. Toward more focused federal engagement 

The needed federal policy intervention to alleviate the negative consequences of 
the mortgage crisis precipitated the federal government’s initial move to support 
land banking.  To ensure that federal efforts succeed with the most short-term 
impact and to begin crafting longer term structures to support this vital 
metropolitan activity, Washington should take a series of short- and long-term 
steps.   
 
Short-term policy implementation matters 
 
In the short-term, the federal government—specifically the Secretary of Housing 
and Urban Development—should implement the Emergency Assistance Act to 
have the greatest possible impact in those communities struggling most with the 
costs of vacant and abandoned properties.   
 
First, HUD should interpret the statutory language to provide states and localities 
as much flexibility as possible within the law to determine their own priorities for 
using the federal funds.  HUD’s allocation formula does an admirable job granting 
states flexibility in determining their own ways for distributing their allocated 
funding to localities.58  But, HUD should take one step further and revisit the 
allocation formula guidelines to allow that the appropriated funds be used to 
acquire vacant and abandoned properties that are not just the result of 
foreclosures.   This would be especially beneficial to those communities where 
lenders elect to simply follow the owners and abandon the property without a 
foreclosure action.  Also, funds should be allowed to be used for acquiring vacant 
foreclosed homes for which there is no likely subsequent purchaser and for 
resolving complex title questions that limit marketability of properties.  Indeed, 
over the coming months, as states and localities labor to put their allocated 
funding to the best uses, HUD may likely receive multiple requests for waivers 
based on these concerns. 

 
Second, in targeting the appropriated funds, there must be a deep understanding 
of “greatest need.”   Completed foreclosures do not, by themselves, necessarily 
correlate with destabilization of existing neighborhoods as a result of being 
vacant and abandoned properties. If the federal funds are to be targeted to the 
areas of “greatest need”, there must be a realization of the underlying nature of 
the problems posed by vacant and abandoned properties.  Not all foreclosed 
homes become vacant.  Not all vacancies are an indication of abandonment.  
Residential mortgage foreclosures become a major economic and social burden 
for communities primarily when they result in abandonment and secondarily 
when there are high vacancies. 

The nature of “greatest need” will certainly vary according to the different 
economic and social trends in widely disparate communities.  A metropolitan 
area confronting long term economic decline and record high residential 
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foreclosures faces a different set of challenges than an area with record high 
residential foreclosures which follow upon superheated residential price 
appreciation.  In both instances, however, the common variable is not the 
number or the percentage of foreclosures but the relative concentration of 
foreclosures and abandoned within a single neighborhood.  Five residential 
foreclosures in an otherwise stable geographically large residential community 
may not have significant adverse impact; five residential foreclosures on a single 
street have a dramatically larger effect. 

In light of this understanding, the federal funds deployed through the Emergency 
Assistance Act should be based not just on the relative rates for residential 
foreclosures but also on the degree of concentration of such foreclosures within a 
single geographic area.  For these purposes, the concentration of increased 
foreclosures within each census tract, or within each postal zip code (either 5 
digit o 9 digit), would be a far more accurate indicator of the likelihood of 
significant external costs being imposed on neighborhoods, communities and 
cities.59  The aggregate grants can still be made to the states, but the state share 
would be based on a combination of concentrated foreclosures and subprime 
delinquencies. 

Long-term efforts should motivate a new metropolitan land policy 
 
Over the long term, the federal government should establish a federal land 
banking policy to have a supportive role in metropolitan land policy.  It should do 
so in a manner that strengthens the opportunity to address the complex costs of 
vacant and abandoned properties but not in a way that undermines the strengths 
of a flexible program.  It should draw upon a new collaboration of federal, state, 
and local roles in addressing those barriers currently faced by communities 
interested in land banking: insufficient capitalization, inadequate code and tax 
reform, and lack of regionalism.   
 

 Capitalization. The federal land banking program would help to 
capitalize local and regional land banking.  The amount of funding 
made available for land banking activities should be enough to 
empower local governments to address the several million properties 
that are being foreclosed upon or are already vacant.  Bills circulating 
in the House of Representatives, before the recent Housing and 
Economic Recovery Act was passed,  would have provided $15 billion 
in loan and grant funds. 

 
 Code and tax reform. Grants provided through the federal land banking 

program should incentivize the reform of local code enforcement 
procedures and state tax foreclosure procedures to better address the 
costs of vacant and abandoned properties.  While property acquisition 
and land banking are crucial first steps to respond to the problems 
from abandonment and vacancy, these state and local laws are also 
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important subsidiary elements for effectively resolving the issues 
involved. Accordingly, the local and state jurisdictions that undertake 
the development or redevelopment of effective procedures would 
receive preferences in land banking capitalization.  Those localities or 
states needing help with such reforms would receive technical 
assistance from the federal government, who could share lessons from 
other jurisdictions that have successfully tackled such laws.   

 
 Regionalism. Federal funding for land banking capitalization should 

also incentivize the development of inter-jurisdictional entities (e.g., 
new urban cooperative agreements and intergovernmental authorities) 
that address vacant and abandoned properties across city and county 
boundary lines.  Facilitating and supporting regionalism in this capacity 
could help align the scale of the authority to the scale of the issues 
involved in land banking.  In encouraging intergovernmental 
cooperation, the federal government should be clear about the range 
of permitted uses for federal funding, but it should be careful not to 
supplant the ability of localities and regions to determine their own on-
the-ground needs and priorities.  Flexibility to make final decisions 
concerning the priority use of the funds is best left at the local or 
regional level, where an understanding of economic trends can be 
most accurate and particularized.   

 

VII. States and localities are innovating in land banking  

Even with informed federal policies, land banking programs, as with other 
innovations in government, are likely to face obstacles to their implementation.  
There may be reluctance on the part of existing local government departments or 
agencies to support the restructuring or reallocation of land acquisition, 
management, and disposition functions.  There may be concern on the part of 
private investors that land banking programs will remove investment 
opportunities, and private developers may fear competition.  Given the strength 
and pride of home rule authority in many cities and towns, there may likely be 
some hesitancy in turning toward regional and inter-jurisdictional programs.   

Rarely, however, are these obstacles insurmountable.  Indeed, over the past few 
years, a broad and growing number of communities across the country have 
moved to create land banks with flexible acquisition, management, and 
disposition authorities.  They have done so largely as part of state and local 
legislative reforms involving amendments to tax foreclosure laws, housing and 
building code enforcement procedures, and, recently, to residential mortgage 
foreclosure laws.   

In Michigan, land banks have been created in ten separate counties, since the 
enactment of the strong statewide land bank legislation in 2003.60  In Georgia, 
five land banks have been created or are under active consideration.61  In Texas, 
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both Houston and Dallas have begun implementing local land bank programs.62 
And Maryland has recently enacted legislation that authorizes the creation of a 
land banking program in Baltimore.63   Abandoned property legislation is under 
consideration in Ohio that directly ties to the strengths of the local land banks.64 
Similar legislation has been proposed in such diverse communities as 
Birmingham, AL, San Diego, CA, Huntington, WV, Fort Collins CO, and Buffalo, 
NY.65 

One of the newest land banks in the country, and the most successful, is the 
Genesee County Land Bank Authority in Flint, Michigan.66  After its inception, the 
Genesee Land Bank moved quickly to become the owner of 8000 separate 
parcels of land, almost 5 percent of the entire property inventory in the county.  
Because of the sheer volume of properties and the weakness of city agencies, 
the land bank emerged with a lead role in land use planning, neighborhood and 
community stabilization and revitalization, and affordable housing.  It has become 
a major developer—or redeveloper—of abandoned properties and has made 
possible regional collaboration in addressing common problems.   

With its inventory derived overwhelmingly from tax foreclosed properties, the 
Genesee Land Bank has required minimal capitalization for direct market 
purchases.  By using statutory authority to classify tax foreclosed properties as 
“brownfields”, the Genesee Land Bank is able to use brownfield redevelopment 
financing to demolish abandoned structures.  One study has estimated that a 
demolition expenditure of $3.5 million increased neighboring property values by 
more than $109 million.67 

 

 

Best in class: the Genesee County Land Bank 
 
The Genesee County Land Bank, was initially created in 2002 under 
Michigan state laws permitting urban cooperation agreements.  It expanded 
following the enactment of the Michigan Land Bank Act in 2004.  The land 
bank acquires an average of 1000 abandoned properties each year and has 
been the catalyst for increasing property values by more than $100 million.  It 
has developed hundreds of units of affordable housing, renovated major 
commercial buildings in downtown Flint, and remediated over 1000 
“brownfield” properties.  It efforts have received national recognition.  The 
land bank earned the 2007 Innovations in Government Award from the Ash 
Institute at the Kennedy School of Government, Harvard University.   
 
For more information see www.thelandbank.org. 
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All of the recent land banking initiatives share common features.  They are 
motivated by the conviction that vacant and abandoned properties are imposing 
significant costs and losses on the fiscal and cultural health of the surrounding 
communities.  They are shaped by the realization that existing state laws and 
local ordinances are insufficient to stop private market speculation and 
abandonment of properties.  They are grounded in the determination to acquire 
control of properties and convert them to productive uses consistent with local 
government policies.  And, their chances of success can be bolstered by 
supportive federal engagement.  

 

VIII. Land banking provides a robust framework for a new, federalist approach 
to metropolitan land policy 

Land banking is a process that draws appropriately on the strengths of local, 
state, and federal roles.  It is a policy that the federal government can promote 
and guide, but whose implementation can be tailored specifically to meet state 
and local circumstances.  At its fullest potential, land banking can serve the 
broad responsibilities of metropolitan planning and development through asset 
banking, market stabilization, capital reserve formation, and regulation of 
targeted land use activities. 

Land banking will succeed best when it draws upon a collaboration of 
local, state, and federal roles  

While federal policy may promote the general concept of land banking, strategic 
implementation of land banking programs will vary across the country, as it 
should, to be most responsive to local and regional situations.  For example, the 
legal authority that communities need to undertake land banking will usually 
require a state enabling statute, but it will also depend on the local determinants 
of home rule and regional planning.  Further, the precise organizational structure 
of land banking programs, whether through fully independent public corporations, 
or within existing agencies and authorities, will depend on local traditions and 
allocations of power.  And the priorities and purposes for land banking will be 
determined by local governments in coordination with state statutes.   

Local governments are in the best position to create and operate land banking 
programs, target them to specific geographic areas of greatest need, and 
determine the priorities for short- and long-term reuse of properties.  Specifically, 
local governments need to first assess the volume, location, and condition of 
vacant and abandoned properties.  Second, they need to assess the barriers to 
bringing these properties to market, such as tax foreclosure status, fractured or 
divided forms of title, or public nuisance abatement liens.  Third, local 
governments must evaluate the extent of their legal discretion in acquisition and 
—most importantly—the disposition of property.  Fourth, and finally, local 
governments need to determine the extent of their property management 
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capacities relative to vacant residential units, vacant properties, and structures 
requiring rehabilitation. 

The role of state governments is to authorize localities to engage in flexible land 
banking programs and to encourage regional and inter-jurisdiction land banking 
initiatives.  At the state level, the first step towards implementing land banking 
programs is a careful revaluation of existing property tax foreclosure laws and the 
title problems they may inadvertently create regarding the subsequent 
marketability of foreclosed properties.  In parallel fashion, states should also 
examine their mortgage foreclosure laws to ensure that there is full transparency 
at the time of a foreclosure sale as to the identity of the party conducting the 
foreclosure and the identity of the purchaser.  The second step for states is an 
assessment of the degree of state control over the terms and conditions for local 
government transfers of property.  The third step is the creation, to the extent 
necessary, of the authority and incentives required for regional collaboration in 
land banking programs. 

The federal government can be a valuable partner in land banking by providing 
initial capital funding for land acquisition and creating incentives for the type of 
state and local practices, such as regional or inter-jurisdictional collaboration, that 
can efficiently and effectively convert vacant and abandoned properties into 
productive use.  Through the Emergency Assistance Act, the federal government 
has taken a small, but essential, step in driving land banking to be a part of 
metropolitan land policy.  By providing initial capital resources to areas hardest 
hit by vacant, abandoned, and foreclosed properties, it is providing the seed 
funding for inventory control and acquisition.  By affirming that the funding is 
available for the establishment of land banks, it is laying the foundation for future 
efforts.  However, as federal statutory language is interpreted in implementation 
during the coming months and years, attention needs to be given to ensure that 
localities are given the discretion necessary to use federal funds in a manner 
consistent with local conditions and priorities.   

Land banking can be an integral part of a new approach to metropolitan 
land policy 

Given a supportive partnership between local, state, and federal governments, 
land banking can chart new territory for metropolitan land policy in the 21st 
century.  Land banking programs can serve four functions that are directly 
analogous to the role of the federal banking regulatory institutions:  (1) asset 
banking; (2) secondary market stabilization; (3) capital reserves; and (4) banking 
regulation.   Instead of focusing on cash and cash equivalents, however, land 
banking programs specialize in land.  Instead of focusing on national and 
international markets, land banking specializes in neighborhood and community 
stability and planning.  Instead of focusing on private market institutions, land 
banking specializes in bridging access from private markets to land. 

1. Land banking can engage in asset banking 
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Land banking engages in “asset banking” by acquiring inventories of real 
property from five primary sources: (i) tax delinquencies and tax foreclosures; (ii) 
excess residential real estate foreclosures; (iii) nuisance abatement lien 
enforcement; (iv) direct market purchases; and (v) “deposits” by third parties of 
properties to be held pending redevelopment.  Properties acquired by local 
governments through tax foreclosures and nuisance abatement lien foreclosures 
are the primary inventory of land banks thus far.  Federal capitalization of a land 
banking program could make possible the acquisition of vacant foreclosed 
residential properties and possibly direct strategic market purchases of other 
properties.   

The fifth potential inventory source is one that has not been explored to any 
significant degree but is one that holds potential for a dramatic impact on 
metropolitan land policy.  This potential category of inventory is those properties 
that have been identified by governmental entities or not-for-profit entities for 
future development (over a two to five year time horizon), yet for which there is 
no present market capacity or market demand that will drive the development.  A 
“deposit” based land banking program would permit a governmental entity or not-
for-profit entity to transfer ownership of property to a land banking entity, 
reserving the right to “withdraw” the property at any time upon reimbursement of 
all holding costs attributable to the property.  The land banking entity would also 
have a right to compel a withdrawal at any time, and if the depositor declines to 
accept a re-conveyance of the property, it becomes an unrestricted asset of the 
land banking program.  Upon withdrawal or other transfer, property from the land 
banking entity is subject to the established public priority development or use 
restrictions.  During the period of time in which the land banking program holds 
the property as a deposit, it also manages and maintains the property.  The 
Atlanta Land Bank approved a new policy authorizing such a formal land banking 
program in December 2007.68   

A key feature of an asset banking function of a land banking program is the 
capacity to design the program in a manner that accommodates “deposits” of real 
property that is encumbered by a mortgage held by the depositor or a third 
party.69  This asset banking program opens up directly the possibility of 
negotiated acquisition of the existing excess inventory of foreclosed residential 
real estate owned by lenders. 
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Land banking activities bring properties back to 
productive uses
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2.  Land banking can carry out market stabilization 

Land banking engages in the equivalent of property market stabilization by 
creating the functional equivalent of a publicly controlled secondary market for 
the property.   The role of land banking would be to intervene in property 
transactions in order to address the contraction and expansion of property 
“liquidity” relative to demand.  The potential sources of inventory are limited to 
surplus or excess land for which there is no readily available private market.  
Land banking would not focus on land for which there is private market demand, 
leaving any appropriate private development regulation to the more traditional 
forms of local zoning and land use planning.  Correspondingly, land banking 
would not engage in involuntary acquisitions or transfers, except insofar as 
properties acquired as a result of public lien foreclosures (property taxes and 
nuisance abatement liens).  No existing land bank has the power of eminent 
domain, and use of potential federal funding in eminent domain proceedings 
would be severely limited.70   

3.  Land banking can maintain capital reserves 

Land banking can also serve the functional equivalent of maintaining “capital 
reserves” with respect to the supply of land.  Land banking programs would 
maintain real property reserves to respond to future strategic needs of the 
community such as affordable housing, green spaces, or particularized 
community needs. 

When there is strong private market demand for available property, rapid price 
escalation is the normal market response.  While few communities resist strong 
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market conditions, the price effects frequently make it simply too costly to 
undertake broader public goals.  The most common example of this is in 
communities with strong demand for upper income residential properties, making 
it cost prohibitive to develop and operate affordable housing programs.  In these 
communities, a land banking program could acquire and hold available surplus 
parcels of property for long term strategic planning for affordable housing.71   

4.  Land banking can serve a “bank regulatory” function  

As part of a public agency, or as a separate public authority, a land banking 
program is, and should be, required to exercise its authority consistent with the 
common good.  In serving a “bank regulatory” function, all the real property 
transactions of land banking programs should fall within clearly stated purposes 
and priorities on land use.  These purposes and priorities may be established at 
the state legislative level, by intergovernmental contracts, or by the local 
government that creates the land banking program.  The goals should be clearly 
and objectively set forth, such as the promotion of affordable housing (with 
specific definitions of affordability), or the removal of vacant structures in 
neighborhoods (with specific definitions of vacant).  The goals and priorities must 
also be flexible and capable of adjustment by the appropriate governmental 
entities as market conditions change.  Though present economic conditions 
reflect widespread weak markets, the day will surely return when strong markets 
are dominant.  All dispositions by land banking programs must contain 
mechanisms by which the stated purposes and goals can be legally enforced 
upon the transferee.  Contractual obligations, restrictive covenants, subordinate 
financing, and rights of first refusal are all available strategies for enforcement. 

 

IX. Conclusion 

The available 20th century tools for metropolitan land use are not sufficient to 
plan and manage the growth and redevelopment of metropolitan areas in the 21st 
century.  Land use regulations in the form of zoning ordinances and housing and 
building codes play a vital role in new development and certainly shape the 
character of our communities in strong economic markets.  What is missing from 
the current inventory of tools is an efficient and effective method for addressing 
vacant and abandoned properties.  As our metropolitan areas redesign and 
restructure their visions for this century it will be essential to have a tool to deal 
with surplus properties. 

Because of the unique nature of each parcel of land and its static location, 
general supply and demand markets do not reach efficient results when the 
supply of properties exceeds the demand.  Whether as a result of long term 
economic trends or shorter and more sudden declines in the housing market, an 
express supply of land leaves no positive market for unused properties.  Instead, 
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vacant properties become the targets of vandalism, simply accelerating their 
liabilities.  Direct and indirect costs are imposed on the neighborhood, the 
community, and the city. 

Local and regional land banking programs are governmental initiatives that 
specialize in surplus properties resulting from market distortions.  Their overriding 
fundamental goal is to convert surplus properties from liabilities into productive 
assets.  Land banking programs fill the gap existing in metropolitan land policy.   

More broadly, land banking programs can become depository institutions for 
surplus lands.  They can engage in asset banking and eliminate the danger of 
municipal land becoming abandoned and a community-wide liability.  Land 
banking programs can engage in real estate market stabilization when supply 
suddenly exceeds demand by temporarily reducing the supply and returning it to 
the market only when private demand returns.  They can serve as capital 
reserves of property pending future development capacity or future public needs.  
These programs can also regulate the short- and long-term use of the surplus 
properties they acquire, ensuring that they become assets for the community and 
not liabilities. 

Federal policy can facilitate the creation of local and regional land banking 
programs in a way that would bring together local, state, and federal government 
roles in a constructive approach not witnessed in decades.  The local 
government’s role is to establish land banking programs with sufficient autonomy 
to act expeditiously, yet with sufficient guidance to achieve clear policy 
objectives. The state’s primary role is to authorize local governments to create 
land banks with flexible powers to acquire, manage, and convey surplus 
properties consistent with public goals.  The state’s grant of authority must 
resolve questions of home rule and encourage multi-jurisdictional collaboration.  
The federal government’s role is to provide the initial capitalization for acquisition, 
maintenance, and rehabilitation of vacant properties; to target these resources to 
the communities most adversely affected; and to create incentives for regional 
planning.  The federal government has taken a step toward capitalization through 
the Emergency Assistance Act of the Housing and Economic Recovery Act of 
2008, but Washington needs to do more to ensure sufficient funding, state and 
local code reform, and regionalism for land banking to succeed long-term. 

Land banking’s ultimate objective is to provide a multi-jurisdictional response to 
inefficient markets in land and the reallocation of land for inclusionary, 
sustainable purposes.  Forty years ago, land banking was encouraged to be a 
part of federal housing and urban development policy.  It is time for it to be 
implemented.  The need is greater than ever; the time is now; and the 
opportunity is here. 
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67 Norris and Griswold, Economic Impacts of Residential Property Abandonment. 
68 “Policies and Procedures for Land Banking,” Fulton County/City of Atlanta Land Bank 

Authority,” (as approved December 4, 2007). 
69 An appropriate consent and subordination agreement would be required that would 

provide that the security interest is non-recourse as to the land bank, with no cash 
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