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NARRATIVE 
 
Factor 1:  Need/Extent of the Problem (40 Points) 
 

a. Target Geography (10 points)  
 
Delaware 
In Delaware, there are three key foreclosure trends: 1) foreclosures in urban areas, often in 
already-struggling neighborhoods, largely within the City of Wilmington; 2) foreclosures in 
older inner-ring suburbs also already experiencing decline and an aging housing stock; and 3) 
foreclosures, sharp price declines and vacancies in new suburban communities that developed 
rapidly in the past decade.  In these areas, households stretched their budgets beyond their limits 
to afford larger, traditional, single-family homes, often also increasing their commuting costs as 
well.  This inflated demand also led to overbuilding and now a subsequent oversupply of 
moderate- to high-priced homes in areas where the local economy offers few jobs capable of 
truly supporting these housing costs.  Southern New Castle County, northern and central Kent 
County, and coastal Sussex County all have large inventories of recently-built, high-cost homes.  
 
As across the country, many homeowners in Delaware used the equity in their homes to support 
other household spending or reduce other debt.  As Delaware home values increased – almost 65 
percent from 2002 – 2007 - those years felt like a gold rush for homeowners.  However, as prices 
have fallen and job losses mounted, many homeowners have been left with no other resources 
and often with negative or near-negative equity.  Owners who were cost-burdened several years 
ago are even more cost-burdened now.  
 
Foreclosures in Delaware 
In 2000, there were 1,434 foreclosure filings in the state of Delaware.  By 2005, this had 
increased to 2,121 and by 2008, to 4,488 - an increase of over 200 percent over nine years.  The 
number of foreclosures begun in the first quarter of 2009 is close to the total number of filings in 
the year 2000.  According to the Mortgage Bankers Association National Delinquency Survey, 
as of the first quarter of 2009, in Delaware: 

• 7.24 percent of all loans were 30 days or more past due (12,132 loans);  
• 1,374 foreclosures were started during the quarter;  
• 5.01 percent of loans were seriously delinquent – either in foreclosure or 90 or more days 

past due (8,395 loans); and, 
• 22.5 percent of subprime loans were 30 or more days past due (3,717 loans) and 19.90 

percent were seriously delinquent (3,288 loans). 
 
From the first quarter of 2008 to the first Quarter of 2009, the number of loans seriously 
delinquent increased 54 percent - from 5,450 to 8,395. Disconcertingly, the number of prime 
loans that were seriously delinquent increased 45 percent - from 2,611 to 3,791. 
 
First American CoreLogic’s December 2008 Negative Equity Report, estimated to cover 85 
percent of the mortgages in the United States, reported that 40,317 mortgages in Delaware had 
negative equity or near-negative (less than 5 percent) equity.  These 40,000 mortgages account 
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for 27 percent of all mortgages in the state, and, compared to 2007 American Community Survey 
estimates, 17 percent of all homeowners in the state.  
 

Subprime Loans, Foreclosure Filings and Foreclosure Inventories 

Area ZIP 
Subprime 

Loans as of 
3/2008 

Owner 
Occupied 

Units (2000)*

Subprime 
Loans as % of 

Owner-
Occupied Units

Foreclosure 
Filings 
(2008) 

Foreclosure 
Filings  

(1/09 - 5/09) 

19701 771 9,395 8.21% 184 106Bear/Newark Area 
19702 951 11,143 8.53% 244 158

New Castle Area 19720 1,571 14,433 10.88% 486 244
19801 347 1,891 18.35% 130 51
19802 754 5,402 13.96% 255 131Wilmington 
19805 874 9,171 9.53% 260 140

Edgemoor 19809 206 4,401 4.68% 50 34
19901 390 6,909 5.64% 66 n/a
19904 557 6,336 8.79% 100 n/aNorthern Kent 
19977 156 5,349 2.92% 64 n/a
19962 151 1,589 9.50% 16 n/a
19946 65 1,080 6.02% 11 n/aMagnolia Area 
19979 n/a 208 n/a 2 n/a
19930 44 1,219 3.61% 16 11
19944 9 166 5.42% 7 2
19958 388 3,420 11.35% 94 43

Coastal Sussex 

19971 126 4,024 3.13% 65 43
New Castle County 2725 1,440

Sussex County 978 579
Kent County 785 399

Source: Lexis-Nexis Foreclosure Filings data, compiled by the Delaware State Housing Authority and First 
American Loan Performance Data; RealtyTrac 

 
Home Prices in Delaware 
National home prices indexes show unprecedented price increases in Delaware in the early 2000s 
and declines in recent years.  According to the Federal Housing Finance Agency’s House Price 
Index Reports, in the five-year period of 2002 – 2007, home prices in Delaware increased 67.94 
percent, or over 13 percent annually.  For several years, Delaware consistently ranked in the top 
15 states in home price appreciation, while from first quarter 2008 to first quarter 2009, the index 
shows Delaware home prices declining 3.30 percent.  Local data from real estate listings and 
sales in many cases shows even sharper price declines.  
 

Median Home Prices, Delaware Counties, 2006 - 2008 

Area Change  
2006 -2008 

1st Q 2008 Median 
Home Price 

1st Q 2009 Median 
Home Price 

Change Q108 
- Q109 

New Castle County 1.80% $261,000 $240,900 -7.70%
Sussex County -12.75% $275,000 $235,000 -14.55%
Kent County*  n/a  $217,900  $200,700  -7.89%
* Kent County prices for Q1 2008 and Q1 2009 are average home price, not median. 
Source: New Castle County Board of Realtors, Sussex County Association of Realtors, TREND MLS Market Watch Report 
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Another index, First American CoreLogic’s Loan Performance Reports, shows a 3.87 percent 
decline in home prices in Delaware from March 2008 to March 2009, a steady increase in the 12 
month change since it turned negative in April 2008.  While the decline in home prices has been 
slower to hit Delaware, recent trends as outlined above show conditions worsening as 
delinquencies and foreclosures continue to increase and home prices decline. 
 
Employment in Delaware 
While job growth in Delaware was strong in the mid-late 1990s, it was negative from 2001 to 
2003, modest from 2004 to 2006, and negative again since 2007.  Job losses and unemployment 
have increased significantly in the past year.  From May 2008 to May 2009, the Delaware 
Department of Labor reports that the state lost 18,900 jobs, a loss of 4.4 percent.  Industries 
losing the most jobs have included higher-wage industries such as Professional and Business 
Services and Manufacturing, which together lost 11,100 jobs.  In May 2009, Delaware’s 
seasonally-adjusted unemployment rate was 8.1 percent, up from 5.5 percent in May 2008.  
 
Even before the recession, employment growth in Delaware was projected to slow.  Projections 
from the Delaware Department of Labor’s Office of Occupational and Labor Market Information 
estimated annual job growth of 1.0 percent from 2006 to 2016, half the rate of growth Delaware 
experienced from 1986 to 1996 and down again from 1.5 percent from 1996 to 2006.  Even these 
projections have proved optimistic and challenging to meet as unemployment has increased and 
job growth slowed. 
 
In addition, Delaware’s higher-paying industries are struggling.  Apart from the Health Care 
industry, with wages close to the state average, the state is experiencing highest job growth in 
lower-paying industries with fewer advancement opportunities.  Growth in the Finance and 
Insurance sector, a strong high-wage industry in Delaware, particularly New Castle County in 
recent decades, has slowed significantly and indeed the industry may now be shedding jobs.  Of 
the top ten private industries projected to add the most jobs from 2006 to 2016, only two pay 
wages above the state average, and Delaware’s two highest-paying industries were projected to 
have sluggish growth at best.  For example, the “Retail Trade” and “Administrative and Support 
and Waste Management and Remediation Services”, with 2008 average wages of $25,479 and 
$31,748 respectively, have consistently been two of Delaware’s fastest-growing industries. 
 
Kent County 
New development – much of it larger, single-family homes – pushed real estate prices up in Kent 
County in the past decade.  Much of this development has been centered in northern and central 
Kent County.  As demand for this large supply of new homes declined, so have prices: from the 
first quarter of 2008 to first quarter 2009, home prices as according to the County Association of 
Realtors MLS systems, fell 8 percent in the County.  
 
Unemployment in Kent County in May 2009 was 7.8 percent, up from 3.9 percent in May 2008. 
Foreclosures in Kent County have increased from 72 in 2000 to 785 in 2008 – an almost 1,000 
percent increase.  In late June 2009, RealtyTrac, an online listing service for foreclosure sales 
and auctions, listed 373 currently available foreclosed homes in Kent County.  
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Northern Kent 
With a new highway making commuting to New Castle County and other points north much 
easier combined with low land prices, northern Kent County became a popular location for 
households looking for larger, newer, and more affordable homes and willing to commute longer 
distances to get to them.  Northern census tracts around Smyrna (402.02) are more “bedroom 
communities” for commuting households; the two more southern census tracts (418.01 and 405) 
adjoin the City of Dover area and include some of that city’s suburban growth.  As in other areas 
in Delaware where new construction was extensive, these areas also saw widespread volume of 
subprime and adjustable-rate loans.  These ZIP codes (19901, 19904 and 19977) have an 
estimated 11 – 18 months of available inventory.  
 
Magnolia Area 
Like northern Kent County, the Magnolia area in central Kent County has also experienced rapid 
development in the past decade, and many new developments are struggling with vacancies as 
demand for this type and price range of housing has fallen.  As a percentage of total units, ZIP 
codes covering this census tract (422.02) also have a high percentage of subprime loans.  Prices 
have fallen steeply in some ZIP codes – the 19946 ZIP code saw a decline of 16 percent in 
median home prices from 2006 to 2008, and an additional 17 percent from first quarter 2008 to 
first quarter 2009.  Both the 19946 and 19962 ZIP codes have very high available inventories 
compared to recent market absorption: over two years’ worth of current for-sale inventory.  
 
New Castle County 
New Castle County is Delaware’s most urban county, densely developed and populated.  Many 
households commute in and out of New Castle County to neighboring counties in Maryland, 
New Jersey and Pennsylvania.  Household incomes and home prices have typically been higher 
in New Castle County, especially as higher development and land costs increase the cost of new 
housing.  New Castle County is home to the state’s most diverse array of communities and 
housing types, ranging from urban to dense inner-ring suburbs in need of rehabilitation to the 
rural areas and small towns in Southern New Castle County, booming with development in 
recent years, flush with vacant, new for-sale stock.  
 
Overall, the housing market in the County has slowed, with 8 months of inventory currently on 
the market and an average days-on-market of 87 in the 1st Quarter of 2009.  Home prices have 
fallen five percent in the past year after holding fairly steady until 2008.  The number of 
foreclosures in the County more than doubled from 2000 to 2008, from 1,099 to 2,725.  
Foreclosures flood this market as the number of annual foreclosures (2,725) is close to the 
number of homes currently available for sale (3,257) – a major inventory of foreclosed homes for 
the market to work through.  A search of RealtyTrac in late June 2009 showed a current 
inventory of over 900 available foreclosed homes. 
 
New Castle County has also faced some of the most intense job losses in the past year as several 
manufacturing plants have closed or announced upcoming closure, leaving thousands of workers 
unemployed, often having lost well-paying jobs.  Unemployment in May 2009 was 7.9 percent, 
up from 4.0 percent in May 2008.  In this same period, the county lost 14,800 jobs, including 
3,000 in Manufacturing and 4,500 in Professional Services.  
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Bear/Newark Area 
A largely suburban area, the Bear/Newark area includes numerous older single-family and 
townhome subdivisions as well as newer developments.  Some areas have had vacancy issues 
preceding the current subprime and foreclosure crises.  A spring 2009 survey from a local 
community development organization in the Bear/Glasgow area, for example, estimated that 10 
percent of properties in the area are presently vacant.  In some areas and particular 
developments, the housing stock is in fair to poor condition and many homes are investor-owned, 
not well maintained, and overcrowding is also a concern.  In some other less challenged but still 
struggling neighborhoods, bank ownership, increasing rental properties, and poor maintenance 
are growing problems that threaten neighborhood stability, where communities are experiencing 
increased foreclosures, code enforcement calls, and crime.  
 
New Castle Area 
The New Castle area includes some older suburban developments as well as areas with 
significant new development.  In the older areas, NSP2 plans to target the neighborhood of 
Wilton, a Planned Unit Development which includes apartments, condominiums, and 
townhomes accompanied by associated retail.  As in many older suburbs, design issues and 
changing demand for larger homes with more bathrooms and other modern amenities have made 
the housing less desirable.  Many homes are in fair to poor condition in this working-class area.  
 
The New Castle area also includes the Route 13/40 corridor, which has seen much new 
residential development in recent years.  Subprime and adjustable rate mortgages were 
commonplace in this area, particularly with newer homes, leading to high rates of foreclosure in 
some new neighborhoods.  First American Loan Performance data from early 2008 indicates that 
approximately 11 percent of units in the 19720 ZIP code had subprime loans, and this ZIP code 
has consistently been home to the most foreclosures in the state (486 in 2008).  In this area, 
incomes are more moderate, but households are still struggling, debt-burdened, and home prices 
are falling.  
 
Edgemoor Area 
Neighborhoods in the Edgemoor area were already struggling before the subprime and 
foreclosure crises.  For example, a neighborhood survey conducted in June 2009 indicated that 
approximately 25 percent of homes in Edgemoor Gardens, largely a townhouse neighborhood, 
were vacant.  Many homes in the area are owned by absentee landlords and are not well 
maintained, and crime has increased from 2008 to 2009.  Abandoned cars, trash and litter, and 
dumping in open spaces are all problems.  With support and community development, 
neighborhoods in the Edgemoor area would be desirable places to live – “walkable” 
communities with affordable housing prices.  
 
Wilmington 
Wilmington is home to many of Delaware’s largest businesses, but as a city has struggled for 
many years.  Many neighborhoods face low homeownership rates, crime issues, and other 
challenges.  The population of Wilmington is disproportionately low-income compared to the 
county as a whole, and while much affordable housing is concentrated in the city, it often also 
suffers from poor maintenance and absentee ownership.  Vacancy issues have also historically 
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been a serious problem in several neighborhoods, and Wilmington has worked diligently to 
reduce vacant properties and promote community development and housing rehabilitation.  
 
Foreclosures are also disproportionately located in Wilmington.  In 2008, 24 percent of the 
foreclosures in the county as a whole (547 of 2,725) were in Wilmington.  However, according 
to estimates from the 2005 – 2007 American Community Survey, Wilmington has only 8.3 
percent of the housing stock in New Castle County.  Some ZIP codes in Wilmington (particularly 
19801, 19805 and 19802, where all the NSP2 target tracts are located) have extremely high 
percentages of subprime loans.  These ZIP codes are also consistently among the top ZIP codes 
for foreclosure in the state.  
 

Median Home Prices 

Area ZIP 
Change in Median 

Home Price 
2006 -2008 

1st Q 2008 
Median Home 

Price 

1st Q 2009 
Median Home 

Price 

Change  
Q108 - Q109 

19701 0.66% $268,500 $258,700 -3.65%Bear/Newark Area 
19702 -2.36% $223,700 $221,100 -1.16%

New Castle Area 19720 -4.40% $192,400 $180,700 -6.08%
19801 n/a $310,400 $219,200 -29.38%
19802 n/a $152,100 $125,000 -17.82%
19805 n/a $162,500 $168,900 3.94%

Wilmington 

19809 -1.45% $194,200 $184,400 -5.05%
19901 -0.56% $277,500 $203,300 -26.74%
19904 -8.45% $199,100 $186,300 -6.43%Northern Kent 
19977 -3.85% $210,100 $206,600 -1.67%
19962 0.70% $264,400 $236,900 -10.40%
19946 -15.97% $160,000 $133,000 -16.88%Magnolia Area 
19979 1.46% $248,500 $120,000 -51.71%
19930 -26.36% $1,047,500 $600,000 -42.72%
19944 -21.88% * * *
19958 -7.98% $379,950 $246,300 -35.18%

Coastal Sussex 

19971 -20.16% $573,000 $520,000 -9.25%
* Only one home sold in 1st Q 2008 and 1st Q 2009 
Source: New Castle County Board of Realtors, Sussex County Association of Realtors, Kent County Association of 
Realtors, TREND MLS Market Watch Report 

 
Sussex County 
Sussex County is a mostly rural county experiencing rapid household growth, largely the result 
of in-migration of older retiring households.  The eastern part of the county is anchored by a 
large beach resort area and economy, while household incomes in the rest of the County remain 
fairly low.  The County has been overbuilt in recent years and has more than two years’ worth of 
inventory currently for sale.  From 2006 to 2008, the county-level median home price declined 
13 percent, and a further 14.5 percent from the first quarter of 2008 to first quarter of 2009.  
 
Foreclosures have increased 200 percent in the County since 2000, from 263 to 978 in 2008.  A 
late June 2009, search of RealtyTrac indicated 328 currently available foreclosed homes in the 
County.  As in the state as a whole, unemployment increased significantly in the past year, to 7.3 
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percent in May 2009, up from 3.9 percent in May 2008.  The resort and construction industries, 
typically strong employers in the County, have both taken major losses.  
 
Coastal Sussex 
Coastal Sussex is a resort area that consists of vacation homes, retirement communities, and 
permanent local residents.  Development has spurred in recent years because of Sussex County’s 
low property taxes, close proximity to East Coast urban areas, and popularity as a retirement 
destination, bringing in an influx of retirees, second home-owners, and investors.  This 
development has created a situation where local residents are forced to over-extend their 
financial ability to live and work in these areas, or they are required to make a lengthy commute 
in order to live affordably.  Coastal Sussex’s economy is driven primarily by the resort service 
and retail industries, which typically pay comparatively low wages.   
 
Foreclosures have increased significantly in this area.  Combined with a vast oversupply of 
housing, reduced demand for second homes and among investors, and a struggling local 
economy, high vacancy rates and plummeting property values are destabilizing this extremely 
important part of the county.  In all ZIP codes in coastal Sussex, prices dropped precipitously 
from 2006 to 2008 and again from 1st Quarter 2008 to 2009.  In some areas, such as ZIP code 
19958, the percentage of subprime loans is surprisingly high, indicating that even investors and 
retirees were stretching their budgets to buy into a very hot – and now quite cool - market.  
 

b. Market Conditions and Demand Factors (30 Points) 
  
 (1)  Projected Market Absorption   

 
Most real estate markets in Delaware are suffering, as in much of the rest of the country. 
Problems have increased in the past year, as we see MLS inventories rising and average days on 
market for sales increasing.  Using MLS inventories of listed homes as of mid-June 2009 and an 
absorption rate based on sales from the past 12 months, most of the ZIP codes containing 
Delaware’s proposed NSP2 target census tracts have significant inventories to work through. 
Further, MLS inventories do not often include foreclosure sales or homes for sale by owner, so 
the actual inventory of available homes in many cases may be much larger.  The market is not 
keeping current with the existing inventory as demand lags, and this will likely only worsen as 
more homes enter the market. As seen in the table below, sales are lagging further as the 
absorption rate as based on the past six months’ sales volume is in most cases lower than the rate 
when based on the past twelve months’ sales volume.  
 
\It is difficult to estimate the absorption rate and current market for foreclosed homes. The vast 
majority of sheriff sales result in the home being purchased by the bank, so this is not necessarily 
an indication of actual market demand. For example, from June 2008 – May 2009, of 742 sheriff 
sales in New Castle County, 81 percent (599 sales) were bank buybacks. Only 143 were sales to 
third parties. Over the same time period in Kent County, 249 of 322 sheriff sales ( 77 percent) 
were bank buybacks. The table below uses foreclosure sales data from RealtyTrac to estimate 
demand and current months of inventory. Sheriff sales data are included for informational 
purposes.  
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As seen in the tables below, all of Delaware’s proposed NSP2 target areas have significant 
existing inventories of foreclosure homes compared to recent foreclosure sales. The high 
percentage of bank buybacks is a hindrance to an estimation of actual demand for foreclosed 
homes, but suggests that demand is low.  
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Market Absorption Rates and Current Inventories 

Area ZIP 
6 mo. 

Absorption 
Rate* 

12 mo. 
Absorption 

Rate** 

Mid-June 
2009 MLS 
Inventory 

Estimated Months 
of Inventory  

(12 mo. Ab.Rate) 

Estimated Months 
of Inventory  

(6 mo. Ab. Rate) 
New Castle Area 19720 31 40 340 9 11 

19701 24 32 231 7 10 Bear/Newark 
Area 19702 32 43 315 7 10 
Edgemoor 19809 13 14 81 6 6 

19930 4 6 181 30 47 
19944 1 1 37 63 56 
19958 13 17 392 23 31 

Coastal Sussex 

19971 11 15 354 24 32 
Wilmington   66 878 13 22 

19901 10 17 322 18 31 
19904 22 26 292 11 13 Northern Kent 
19977 15 18 291 16 20 
19962 6 9 201 22 33 
19946 2 2 65 27 35 Magnolia Area 
19979 0 0 4 10 12 

6-month Absorption Rate: December 2008 – May 2009; 12-month Absorption Rate: June 2008 – May 2009 
Sources: Kent County Association of Realtors, Sussex County Association of Realtors, and New Castle 
County Board of Realtors 

 
Foreclosure Absorption Rates, Inventories and Sheriff Sales 

Area ZIP 
6-mo. 
Fcl. 

Sales 

6-month 
Fcl. Ab. 

Rate  

12-mo. 
Fcl. 

Sales 

12-mo. 
Fcl. Ab. 

Rate 

RealtyTrac 
Inventory 
(6/30/09) 

Months of 
Inventory  

(6-mo. rate)

Months of 
Inventory 

(12-mo. rate) 

Sheriff 
Sales (6/08 

– 5/09) 

% Bank 
Buybacks

19701 25 4 45 4 51 12 14 38 84%Bear/ 
Newark 19702 35 6 56 5 89 15 19 70 83%
New Castle 19720 52 9 105 9 136 16 16 98 86%

19801 20 3 44 4 97 29 26 74 62%
19802 36 6 68 6 122 20 22 121 75%Wilmington 
19805 39 7 76 6 139 21 22 117 81%

Edgemoor 19809 3 1 7 1 18 36 31 15 87%
19901 7 1 23 2 56 48 29 35 83%
19904 25 4 38 3 82 20 26 44 89%

Northern 
Kent 

19977 19 3 31 3 46 15 18 37 86%
19962 6 1 11 1 16 16 17 10 80%
19946 0 0 1 0 10 12+ 120 8 100%

Magnolia 
Area 

19979 0 0 0 0 0 0 0 1 100%
19930 0 0 1 0 6 6+ 72 n/a n/a
19958 3 1 6 1 24 48 48 n/a n/a
19944 0 0 0 0 0 0 0 n/a n/a

Coastal 
Sussex 

19971 0 0 2 0 23 23+ 138 n/a n/a
Kent County 103 17 173 14 373 22 26 228 86%
New Castle County 267 45 522 44 934 21 21 734 81%
Sussex County 34 6 66 6 328 58 60 n/a n/a
Sources: RealtyTrac (www.realtytrac.com), County sheriff sales data as compiled by the Delaware State Housing Authority 
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In some areas – particularly expanding suburbs in southern New Castle County, northern Kent 
County, and the coastal resorts in Sussex, a very rapid pace of development in response to 
inflated perceived demand created an oversupply of larger, more expensive homes.  In southern 
New Castle and northern Kent Counties, this catered to a demographic of more moderate-income 
households moving south from northern areas and from other states, seeking larger, newer and 
more affordable homes.  In Sussex, this was targeted to a resort, investment and retirement 
market which, while it still exists and population projections for in-migration remain strong, will 
take years to absorb the extensively overbuilt supply. In the coastal Sussex ZIP codes, as in the 
County as a whole, there is a current MLS inventory of more than two years’ worth of stock.  
 
Delaware’s net migration is projected to slow from 2010 on, after being high in the past ten 
years, with the majority of this growth – and subsequent slowing of growth - concentrated in 
Kent and Sussex Counties.  For over a decade, population growth in New Castle County has 
been slow as the County itself is increasingly built out and the population has migrated to central 
Delaware and counties in neighboring states.  In New Castle County, net migration is projected 
to be only 2,647 people from 2010 -2015, and the overall population is only projected to increase 
14,435.  Particularly in New Castle County, new household growth and in-migration will not be 
strong sources of housing demand, and in Kent and Sussex, the strong housing demand in the 
early part of this decade fueled by high in-migration will slow significantly.  
 

Population, Household Growth and Migration, Delaware and Counties,  
2005 - 2015 

 Kent County New Castle County Sussex County Delaware 
Population Change* 

2005 16,507 17,485 21,124 55,116
2010 9,376 17,179 20,489 47,044
2015 8,461 14,435 19,476 42,372

Net Migration* (included in overall Population Change) 
2005 11,770 2,108 18,779 32,057
2010 4,793 2,931 18,469 26,193
2015 4,556 2,647 19,004 26,207

Household Change* 
2005 7,043 7,967 8,645 23,655
2010 4,373 8,821 7,901 21,095
2015 4,022 7,794 7,618 19,434

* Represents a five-year total 
Source: Delaware Population Consortium, 2008 Population Projection Series  

 
As noted in our response to 1.A. on the need for neighborhood stabilization, employment growth 
in Delaware was on a declining course even before the recent economic downturn.  Projections 
from the Delaware Department of Labor’s Office of Occupational and Labor Market Information 
estimated annual job growth of 1.0 percent from 2006 to 2016, half the rate of growth Delaware 
experienced from 1986 to 1996.  Even these projections have proved difficult to meet as 
unemployment has increased and job growth slowed.  Simultaneously, several higher-wage 
industries are shedding jobs as lower- and average-wage jobs are projected to experience the 
most growth in the coming decade.  
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With modest projected population and employment growth and high excess inventory, housing 
demand is likely to rebound slowly in Delaware, for moderate- to high-cost single family homes 
as well as lower-cost homes as households’ credit and savings are battered by job losses, 
foreclosures, and other debt.  
 
        (2)  Critical Market Factors 
 
In different areas of the state, overvaluation of housing, overbuilding, and loss of employment 
have all been critical factors causing foreclosures and vacancies.  Overvaluation has been an 
issue everywhere, but particularly in the newer communities in northern Kent County, Magnolia 
area, coastal Sussex, and to some extent, the Bear/Newark area.  In these same areas, 
overbuilding has been an issue, especially in coastal Sussex and northern Kent County.  Loss of 
employment has been a critical issue in the City of Wilmington and older suburbs in the 
Bear/Newark and New Castle areas.  

 
Kent County 
Northern Kent County and Magnolia Area 
Overbuilding and overvaluation are critical factors in the northern Kent County and Magnolia 
area.  Intense building occurred in response to inflated demand, with some basis in real 
household growth.  But the price of housing and the sheer volume of construction was out of line 
with household needs and realistic budgets.  New, modern housing stock, suburban amenities, 
less traffic and other congestion, easily available credit, and perceived low commuting costs 
combined to drive demand far beyond the actual real needs of households and prices far beyond 
the reality of what most households can truly afford.  Teaser rates, adjustable rate mortgages and 
exotic products were used to get minimally qualified buyers into homes. Loss of white collar 
jobs has exacerbated the issues of overbuilding and overvaluation in this area. 
 
Kent County saw building permits double from 2001 to 2005.  In northern Kent and the 
Magnolia area, new development was almost exclusively fairly large single-family homes in the 
$200,000 and up price range.  The issue was not just overbuilding, but overbuilding a stock at 
inflated prices most households could not actually afford without exotic mortgage products.  
 
New Castle County 
City of Wilmington 

Building Permits, Delaware and Counties, 2001 – 2009 YTD 

  2001 2002 2003 2004 2005 2006 2007 2008 Jan – Apr. 
2009 

Change 
2005 - 08 

Total Production (Single-family and multi-family units) 
NCC 2,546 2,255 2,432 2,937 2,209 1,752 1,314 822 179 -62.8%

Wilmington 118 124 124 160 172 154 120 113 12 -34.3%
KENT  1,088 1,452 2,170 2,133 2,270 1,840 1,282 988 186 -56.5%
SUSSEX  2,029 2,624 3,184 3,512 4,050 3,086 2,347 1,536 364 -62.1%
Mobile Home Sales 940 1,128 1,191 1,110 1,302 1,203 752 524 n/a -59.8%
STATE 6,603 7,459 8,977 9,692 9,831 7,881 5,695 3,870 729 -60.6%
Source: U.S. Bureau of the Census 
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In the City of Wilmington, unemployment has been a critical factor. Wilmington consistently has 
the highest unemployment in the state, 11.4 percent in May 2009, compared to 7.9 percent in 
New Castle County as a whole, and up five points from 6.4 percent in May 2008.  In some areas 
which experienced gentrification over the past decade, overvaluation has also been an issue.  
However, home prices in Wilmington for the most part have not fallen as quickly or as far as in 
some other areas. Demand remained fairly constant and never reached the extreme levels that 
grossly inflated prices in some other areas of the state.  
 
 Bear/Newark Area and New Castle Area 
The primary factor affecting homeowners in these areas and resulting in the abandonment and 
foreclosure of properties is the large hit to the employment sector in the area, including several 
major plant closures.  With the Chrysler plant closing last year, the impending closure of the GM 
plant, an Avon factory and packaging plant in the process of closing now, and the housing 
market crash which has left many in construction and the building trades unemployed, many 
blue-collar workers in this area have been unable to keep or find jobs.  With few assets or other 
resources to weather a financial storm, these households are particularly vulnerable to 
foreclosure.  
 
In the newer, more moderate-income neighborhoods in this area, white-collar pay cuts and job 
losses have affected household incomes and foreclosures.  In these areas, overbuilding and 
overvaluation have also been issues.  Prices were at their peak when much of this area’s new 
stock came on the market, and the use of exotic mortgage products was common to stretch 
moderate household incomes to the limit.   
 
Edgemoor Area 
Though the current economic conditions have been harmful to Edgemoor, the area has long-
standing economic issues. A large number of households live below the poverty line.  The recent 
housing price plunge and wave of unemployment has put more homeowners and more rental 
property owners in greater risk of going into foreclosure.  Job losses in the service and retail 
industries have further worsened conditions for many households.   
 
Sussex County 
Coastal Sussex 
The extremely rapid development in Sussex County, particularly the coastal area, has lead to 
substantial overvaluation.  Due to the desirable location of coastal Sussex County, high demand 
for second and retirement homes and demand further inflated by investor activity, a real estate 
boom from 2003 to 2006 led to significant overbuilding since cut short by the recent economic 
downturn.   
 
Building permits in Sussex County doubled from 2001 to 2005, reaching a high of 4,050 before 
falling back to 1,536 in 2008, and as of mid-June 2009, the County’s Multi-Listing Services 
(MLS) showed an inventory of over 4,800 homes.  The ZIP codes which include coastal 
Sussex’s target census tracts also show current inventories of more than two years worth of 
homes and sharp price declines from 1st Quarter 2008 to 1st Quarter 2009.  Still, prices in this 
resort market have not and most likely will not decrease enough to allow low- and moderate-
income members of the local workforce to purchase homes without assistance.   
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 (3)  Income Characteristics  

 
Median family incomes vary widely across Delaware, and are typically much higher in New 
Castle County where several higher-wage industries are concentrated than in Kent and Sussex 
Counties and the City of Wilmington.  
 

HUD 2009 Area Median Income (Family of four) 
 30% 50% 80% 120% 

Kent County $17,850 $29,750 $47,600 $71,400 
New Castle County $23,350 $38,900 $62,250 $93,360 
Sussex County $17,600 $29,300 $46,900 $70,320 
Delaware $21,240 $35,400 $56,640 $84,960 
Source: U.S. Department of Housing and Urban Development (HUD) 

 
Since the 2000 Census, cost-burdened households have increased significantly in Delaware, both 
in number and as a percentage of households.  This has been a particularly strong trend among 
households that own their own homes.  In 2000, 15.8 percent (34,057) of owner-occupied 
households were cost-burdened; in the 2005 – 2007 American Community Survey estimates, this 
has increased to 26.3 percent (62,120) of owner-occupied households. Across all three Counties, 
between 25 and 30 percent of owner-occupied households are cost-burdened.  
 
By income, cost burden among owner-occupied households is most predominant among 
households with lower incomes.  Statewide, 68 percent of homeowner households with incomes 
below $20,000 are cost-burdened; 47 percent of homeowner households with incomes between 
$20,000 and $34,999; and 40 percent of homeowner households with incomes between $35,000 
and $49,999. Households with incomes below $49,999 – a rough approximation of about 80 
percent of HUD 2009 AMI comprise 68 percent of all cost-burdened homeowner households in 
the state, a figure that is fairly consistent across the three Counties.  For homeowner households 
with income over $75,000, which approximates households at or above 120 percent of HUD’s 
2009 AMI, cost burden is a less pressing issue, with only an estimated 7 percent of homeowners 
in this income category experiencing cost burden.  
 
Continuing a historical trend, cost-burden tends to be higher among renter households and 
remains so, as cost-burden has increased among renter households as well.  In Delaware from 
2005 – 2007, 45 percent of renter households were estimated to be cost-burdened, up from 34 
percent in 2000. In 2005 – 2007, 40-46 percent of renter households in the three Counties were 
cost-burdened and 52 percent in the City of Wilmington.  
 
Data from the 2000 CHAS, while dated, give a similar picture of cost-burden being most 
concentrated among low income households and higher among renters than homeowners, with 
almost 70 percent of extremely low-income homeowners paying more than 30 percent of their 
income for housing costs and 49 percent of homeowners with income between 30 percent and 50 
percent of area median family income.  
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Households by Income and Cost Burden, 2005 - 2007 

 
Kent 

County 
New Castle 

County 
Sussex 
County 

City of 
Wilmington Delaware 

Total Households 55,685 193,434 72,629 26,690 321,748
Median Household Income $50,112 $61,045 $48,615 $36,284 $55,303
Median Family Income $56,130 $75,682 $55,700 $46,424 $66,828
All Households 
Income < $20,000 9,446 22,955 11,999 6,715 44,400

Cost Burdened 6,894 18,467 8,533 5,098 33,894
Percent 72.98% 80.45% 71.11% 75.92% 76.34%

Income $20.000 - $34,999 8,145 26,194 12,507 5,450 46,846
Cost Burdened 4,580 16,348 5,764 3,515 26,692
Percent 56.23% 62.41% 46.09% 64.50% 56.98%

Income $35,000 - 49,999 8,918 26,622 11,308 3,962 46,848
Cost Burdened 3,727 11,191 2,999 1,590 18,017
Percent 41.79% 42.04% 26.52% 40.13% 38.46%

Income $50,000 - $74,999 11,371 36,643 14,693 3,719 62,707
Cost Burdened 2,882 8,573 2,761 513 14,216
Percent 25.35% 23.40% 18.79% 13.79% 22.67%

Income > $75,000 16,338 77,076 19,942 5,978 113,356
Cost Burdened 721 5,160 1,353 201 7,294
Percent 4.41% 6.69% 6.78% 3.36% 6.43%

Total Households 55,685 193,434 72,629 26,690 321,748
Cost Burdened 18,804 59,739 21,410 10,917 100,113
Percent 33.77% 30.88% 29.48% 40.90% 31.12%

Source: U.S. Census Bureau, 2005 - 2007 American Community Survey Estimates 
 

Tenure and Cost Burden, Delaware, Counties and Wilmington, 2000 

 Kent County New Castle 
County Sussex County City of 

Wilmington Delaware 

 Renters Owners Renters Owners Renters Owners Renters Owners Renters Owners
Total Households 14,133 32,993 56,451 132,450 12,035 50,531 14,051 14,018 82,623 216,026
Household Income <30% MFI 2,562 1,896 12,169 7,455 2,421 3,490 4,753 1,647 17,169 12,861

Cost Burden >30% 68.5 72.2 70.0 68.8 59.1 69.7 64.9 70.2 68.2 69.5
Cost Burden >50% 55.9 52.8 54.0 49.1 42.6 52.6 44.2 49.3 52.6 50.6

Household Income Between 30 
and 50% MFI 2,532 2,422 9,429 10,289 2,046 4,418 2,447 1,603 14,016 17,150

Cost Burden >30% 59.5 51.5 70.0 46.9 46.8 51.3 59.0 50.8 64.8 48.7
Cost Burden >50% 21.4 32.2 17.5 24.2 16.9 26.7 18.1 21.3 18.2 26

Household Income Between 51 
and 80% MFI 3,248 5,257 13,324 19,797 2,619 8,293 3,155 2,638 19,180 33,338

Cost Burden >30% 31.2 38.6 23.8 36.9 27.9 35.7 19.4 29.9 26.5 36.9
Cost Burden >50% 2.7 10.9 1.8 7.7 2.7 9.5 1.7 6.1 2 8.7

Household Income >80% MFI 5,791 23,418 21,529 94,909 4,949 34,330 3,696 8,130 32,258 152,677
Cost Burden >30% 3.2 9.7 4.0 7.1 2.4 9.9 0.9 5.3 3.6 8.1
Cost Burden >50% 0.1 1.2 1.5 0.5 0.5 1.3 0.3 0.3 1.1 0.8

Source: U.S. Department of Housing and Urban Development, CHAS 2000 
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(4)  Other Factors 
 
New Castle County 
Bear/Newark and New Castle Area 
The wave of job losses in the manufacturing and financial sectors in New Castle County is a 
serious challenge for the low- and moderate-income households who relied on these industries. 
While Chrysler pledged funds of $10,000 per worker for retraining and education when they did 
their final round of layoffs, that money has yet to appear, and it is unlikely it will ever 
materialize due to the company's current fiscal instability.  This has left many workers with an 
obsolete skill set and few means to finance the education needed for a new career path. While 
there are some resources available through the state and federal government for job training, 
often the people in the community are unaware of the resources available to them.  Many end up 
in low-paying service sector jobs to keep some income coming into the household, but it is often 
not enough to pay the bills, or they take multiple low-paying jobs and are unable to properly 
supervise their children, resulting in the increase of delinquency and petty crime among the 
young people of the community.  This is especially true during the summer months when school 
is out of session. 
 
In older suburban neighborhoods, condition is an increasing concern.  Homes built in the 1970s 
and 1980s are reaching the age where more system replacements are necessary and deferred 
maintenance results in more severe issues.  At the neighborhood level, numerous homes in poor 
to fair condition contribute to overall decline.  The building boom in the first half of this decade 
resulted in the creation of many new, larger, often lower-density homes in other parts of the 
County, which has made higher-density, older suburban communities less desirable, where 
homes may not have numerous bathrooms, central air conditioning, and other amenities 
considered standard in new construction.  The locational assets of these older neighborhoods – 
good public transportation, access to services and businesses – are often not marketed or 
appreciated.  
 
Sussex County 
Coastal Sussex 
The rapid growth of the Sussex County resort areas has led to a severe housing imbalance in the 
county.  The coastal area has attracted a flood of wealthy families for a vacation hotspot and new 
retirees interested in a resort lifestyle.  The long-time residents of this area have been pushed 
further and further west in order to maintain an affordable standard of living.  Residents who 
work in the area do not receive the level of income necessary to live there.  Instead they are 
plagued by commuting costs or inflated rental prices.  The employment available in these areas is 
primarily service-related and the income levels of the affected residents have traditionally been 
lower than the state averages.  Even moderate-income households in somewhat higher-wage 
positions in health care, education, and public service struggle to afford homes in the area.  

 
The overwhelming number of expensive foreclosed properties on the market, with few 
prospective buyers, has led to high vacancy rates and over-grown properties.  Ideally, the Sussex 
County work force should be able to take advantage of this basic supply and demand: increased 
houses on the real estate market should lead to a general decrease in prices in order to increase 
demand.  However, the location precludes owners of foreclosed properties in this region from 



Delaware State Housing Authority  Application # 895736474 

Page 16 of 39 

reducing prices, regardless of current market conditions – even resort prices at a bargain are too 
high for most moderate-income households.      

 
The fact that the service industry is the dominating employment provider as well as inflated real 
estate costs inhibits residents who are college graduates from seeking careers locally.  Instead, 
they are driven north to more urban areas like Wilmington, Philadelphia, and Baltimore where 
they can obtain jobs that allow them to afford more affluent housing. Neighborhood Stabilization 
funding will allow the county to encourage young professionals and first-time homebuyers to 
return to the county.  This, in turn, will help support the expansion of the professional sector in 
coastal Sussex. 
 

   (5)  NSP2 Stabilization Activities 
 
Kent County 
As much of the housing stock in northern Kent County and the Magnolia area is fairly new, the 
main strategy in these areas will be the use of financing mechanisms to help low- and moderate-
income homebuyers afford higher-cost foreclosed or vacant homes. Without NSP financing 
mechanisms, much of this housing stock will remain out of line with what households working in 
these areas can afford, even as prices decline. The substantial available new stock does not in 
many cases meet the housing demand that remains in these areas – low- and moderate-income 
homebuyers.  As there is some older stock in both areas, both in towns and in older suburbs, we 
also expect to do some purchase/rehabilitation where appropriate, targeting households with 
incomes below 50 percent of median.  
 
New Castle County 
On the whole, New Castle County has a higher absorption rate but a very large number of 
properties. It also has many foreclosures concentrated in older inner-ring suburbs where housing 
condition is a concern.  The bulk of NSP2 activity in New Castle County will be purchase and 
rehabilitation for-sale.  In areas with newer stock where vacancies in new development are a 
greater concern, our NSP2 activities will include some financing mechanisms to help low- and 
moderate-income buyers afford the available stock for which there is otherwise low demand.  
 
In the City of Wilmington, where the housing stock is significantly older and in many cases in 
poorer condition, purchase and rehabilitation will be the main neighborhood stabilization 
strategy.  Housing demand for affordable homes in the city has remained fairly strong – there is a 
good market for rehabilitated, affordable homes in Wilmington.  Our proposal also includes a 
few units of financing mechanisms in the city in areas where prices may be higher and out of 
reach for low- and moderate-income households.  
 
Sussex County 
In the coastal Sussex area, the housing stock is mostly quite new or otherwise in good condition. 
In this area, a key housing challenge is the ability of local low- and moderate-income workers to 
afford homes.  Many who work in the area’s schools, medical centers and public services 
commute long distances to work in the area.  Financing mechanisms will be used to create 
affordable homeownership opportunities for income-qualified households, while simultaneously 
reducing the foreclosed housing stock in the area.  There is a present demand for housing in this 
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area for low- and moderate income residents, but is currently unattainable.  Reduced prices 
combined with financing mechanisms will provide the push necessary to enable these residents 
to live where they work.  In this area, the stabilization strategy will be to match homebuyers to 
homes of their choice and provide gap funding to make homeownership possible in this resort 
area.  
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Factor 2: Demonstrated Capacity of the Applicant and Relevant Organizational Staff 
 
a. Past Experience of the Applicant (30 points) 

 
(1) City and Regional Planning 

 
DSHA provides tools and technical assistance to local governments throughout the state to assist 
them with maintaining a balanced housing stock to address their housing needs and challenges.  
DSHA has developed a number of resources for local governments to use as they plan around the 
housing needs of their citizens.  These resources are available through our Affordable Housing 
Resource Center on the DSHA website at: 
http://www.destatehousing.com/services/ot_toolbox.shtml.  In addition to developing and 
assembling these resources, DSHA staff assists local governments in their planning around the 
affordable housing needs of their citizens.  DSHA staff assisted in the design and implementation 
of a Moderately Priced Housing Unit (MPHU) Ordinance in Sussex County, and has supported 
New Castle County in passage of an Accessory Dwelling Unit Ordinance. 
 
In addition to assisting local jurisdictions with housing strategies as part of their land use 
planning, DSHA is also the consolidated planning entity for Kent and Sussex Counties in 
Delaware and conducts statewide planning of affordable housing strategies and priorities for 
numerous federal and state programs.  The City of Wilmington and New Castle County are also 
Consolidated Planning entities, and all of the proposed NSP2 subrecipients prepare regular 
Comprehensive Plans for land use, including housing.  
 

(2) Acquisition and Disposition of Foreclosed Real Estate  
 
DSHA is a recipient of NSP1 funding.  Through an RFP process, NSP1 funds were awarded to 
local governments to work with partners to implement neighborhood stabilization strategies in 
their communities.  As the administrator of NSP1 in Delaware, DSHA is monitoring 
purchase/rehabilitation, financing and other NSP1 activities for an estimated 192 foreclosed 
units.  The proposed NSP2 subrecipients – the City of Wilmington, New Castle, Kent and Sussex 
Counties – are all also NSP1 grantees and as such are actively engaged in the acquisition and 
disposition of foreclosed real estate.  
 
In particular, the City of Wilmington has been engaged in the acquisition and disposition of 
foreclosed real estate for over 20 years.  In July 2007, the City Department of Real Estate and 
Housing (RE&H) began to more actively target and acquire foreclosed properties at monthly 
County Sheriff Sales as a means of stabilizing neighborhoods.  Between July 2007 and July 
2009, the City of Wilmington pursued 368 properties at Sheriff Sale, with 65 of these coming 
into the city’s inventory.  Wilmington has also acquired numerous properties through the Real 
Estate Owned (REO) and short-sale processes.  
 
As part of its disposition process, the Department of Real Estate and Housing formally advertises 
requests for proposals (RFPs) in local newspapers as well as on the City of Wilmington website.  
These RFPs are often precipitated by the receipt of a letter of interest from prospective parties, as 
RE&H actively markets the disposition effort.  If a RFP is determined to be viable, formal 
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development agreements are put in place.  Over the past two years, agreements have been 
reached with various nonprofit and private parties for the disposal of 125 properties.  The vast 
majority of these dispositions are for homeownership, either new construction or rehabilitation. 
 
As local governments, the NSP2 sub-recipients have also foreclosed on properties for non-
payment of taxes. The City of Wilmington, in the past two fiscal years (July 2007 – June 2009), 
has administered the foreclosure on and disposition of 160 properties, with 95 of these sold to 
private bidders. Kent County has foreclosed on and disposed of 20 properties in 2007 and 2008.  
 

(3) Rehabilitation of Housing 
 
As the Community Development agency for Kent and Sussex Counties, DSHA has years of 
experience in managing and monitoring rehabilitation of housing in the CDBG and HOME 
programs.  In FY 2008 (July 2007 – June 2008), DSHA’s subgrantees (Kent and Sussex 
Counties) managed the rehabilitation of 111 homes through the CDBG and HOME programs. In 
FY 2009 YTD (July 2008 - May 2009), 98 homes were rehabilitated, for a total of 209 homes in 
the past 24 months.  New Castle County also operates several rehabilitation programs for 
owner-occupied housing.  
 
As administrator of the state’s housing trust fund, the Housing Development Fund, DSHA has 
supported and monitored numerous housing rehabilitation projects, many funded in partnership 
with New Castle County and/or the City of Wilmington as parts of broader community 
development initiatives to improve housing stock, revitalize neighborhoods, and reduce vacant 
properties.  
 
The City of Wilmington also has a very active rehabilitation program.  In some cases, the City 
has elected to handle the redevelopment of for-sale, owner-occupied vacant properties in-house, 
taking advantage of the depth of experience staff has in the area of rehabilitation.  RE&H has a 
number of rehabilitation programs that it manages and oversees directly, including owner-
occupied and investor rehabilitation programs, residential and commercial façade programs, and 
lead abatement.  In addition, RE&H staff provides construction oversight services to many City-
supported Low Income Housing Tax Credit projects.  RE&H has staff that is trained in spec 
writing, contract management, and cost estimating, as well as having certifications in lead testing 
and abatement.  These various skills and experiences have enabled RE&H to be involved in the 
rehabilitation of 200-300 units in a typical year. 
 

(4) Redevelopment of Vacant Property 
 
As the largest city in the state of Delaware, the City of Wilmington has extensive experience in 
the redevelopment of vacant property.  This has been an important strategy as part of the city’s 
overall community development activities in recent years.  In the past two years, the city has 
funded, monitored or managed the disposal and redevelopment of 125 vacant properties. 
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(5) Program Marketing and Management of Waiting Lists for Potential Residents 
 
As the central coordinating agency and administrator of Delaware’s NSP1, DSHA initiated a 
central marketing campaign for the program, including billboards, television commercials with 
Delaware Governor Jack Markell, radio commercials, and printed materials. Local government 
subgrantees have knowledge in local program marketing and waiting list management from their 
experience managing housing rehabilitation, downpayment and settlement assistance and other 
programs.  
 
Beyond NSP1, DSHA markets its own numerous programs, including mortgage assistance, 
downpayment and closing cost assistance, and many others, and manages waiting lists for its 
Public Housing and Housing Choice Voucher Programs.  
 

(6) Accessing Operating and Investment Capital  
 
As a whole, DSHA manages more than $1,200,000,000 annually in total financial assets. DSHA 
has a current fiscal year budget of approximately $280,000,000 and manages approximately 
$47,000,000 in federal programs.  DSHA receives approximately $8 million in state funding and 
the remainder comes from a combination of other sources including interest payments, bond 
proceeds and loan repayments.   
 

(7) Working Productively with Other Organizations 
 
As the state of Delaware’s lead housing agency, Housing Finance Agency, and Community 
Development Agency, DSHA has a long history of working productively with other 
organizations, bringing together and facilitating new partnerships across a range of sectors and 
interests. In all its programs, DSHA works with numerous partners in the finance industry, 
nonprofit sector, local government, other funders, and community groups. Some key examples 
include: 
 

1) Delaware Interagency Council on Homelessness – DSHA has been a lead agency and 
provided staff support and leadership to this group composed of state agencies, nonprofit 
organization, advocates and others charged with developing and implementing a 10-Year 
Plan to End Chronic Homelessness. This process has resulted in several new programs, 
improved communication and cooperation and ultimately a more cohesive and effective 
system of care for the homeless in Delaware.  

2) Live Near Your Work Program – DSHA led the development of this unique partnership-
driven program, in which local employers provide assistance to employees, matched by 
DSHA, to help them purchase homes near their place of employment. The program has 
more than 20 participating employers.  

3) Neighborhood Stabilization Program – DSHA is administering the Neighborhood 
Stabilization program at the state level, working with five local jurisdictions in the 
implementation of local neighborhood stabilization strategies.  

4) Community Development Block Grant – DSHA administers CDBG funds for Kent and 
Sussex Counties in Delaware, and has worked productively with both Counties for many 
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years to efficiently and effectively engage in community development activities, 
particularly housing rehabilitation.  

5) Lt. Governor’s Foreclosure Task Force – DSHA was a lead agency in the Lieutenant 
Governor’s Foreclosure Task Force, created in the early years of the foreclosure crisis. 
This initiative led to the development and funding of a foreclosure prevention loan 
program, successful program development and application to bring the National 
Foreclosure Mitigation Counseling program to Delaware, partnerships with national 
initiatives to bring resources to Delaware, such as the 1-800-HOPE-NOW default hotline, 
and significant improvements in local data collection to guide further efforts.  

 
Other Relevant Neighborhood Stabilization Activities 
 

(1) Financing Mechanisms 
 
DSHA, as the state’s housing finance agency, has extensive experience in the use of financing 
mechanisms for a variety of purposes and uses.  In just the past 22 months (July 2007 to May 
2009), DSHA’s Single-Family Mortgage Revenue Bond program has helped 2,129 Delaware 
households become homeowners. In addition to the bond program, DSHA also administers 
closing cost and downpayment assistance programs. In the past 24 months (July 2007 – May 
2009), these programs have assisted 938 households. All use soft second mortgages.  
 
As CDBG and HOME entitlement jurisdictions, Delaware’s proposed NSP2 subrecipients also 
have experience in the use of financing mechanisms, particularly soft second mortgages.  
 

(2) Housing Counseling 
 
All NSP2 homebuyers will receive housing counseling from accredited counseling agencies.  
DSHA regularly funds and monitors the Delaware Federation of Housing Counselors to provide 
homeownership counseling to buyers in its bond program (350 in the past two years). In 
addition, DSHA funds NCALL Research, Inc. to provide homeownership counseling to very and 
extremely low-income homebuyers using USDA Rural Development loan products (60 in the 
past 24 months).  
 
Agency members of the Delaware Federation of Housing Counseling will be providing 
homeownership counseling to NSP2 homebuyers through partnerships with the local government 
subrecipients. In the past two years (2007 and 2008), member agencies of the Federation have 
assisted clients with 1,696 completed mortgage closings.  
 
In addition, DSHA manages the National Foreclosure Mitigation Counseling (NFMC) program 
in Delaware.  In this program, nonprofit counseling agencies provide foreclosure prevention 
education and counseling. In the past 24 months, 580 homeowners have been assisted through 
the NFMC program.  
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b. Management Structure (10 points)  
 

(1)   NSP2 Management Structure and Organizational Chart 
 
As a small state, Delaware has the ability to address foreclosure on a statewide basis and still 
make a major impact in those neighborhoods most affected.  DSHA is a Cabinet level agency 
reporting directly to the Governor.  The NSP2 would be run from the DSHA Planning and 
Community Development section with support from the Housing Finance and Financial 
Management sections.  The DSHA Planning and Community Development Section will manage 
contracts with each County and the City of Wilmington to carry out the activities under NSP2.  
Each of these units of local government will have staff responsible for NSP.  The following 
people will be the key staff for NSP for each jurisdiction: 
 
Organization: Delaware State Housing Authority 
 Key Staff:  Kimberly Brockenbrough 
 Title:  Director of Planning and Community Development 
 NSP2 Role: To provide coordination, oversight and direction in the administration 
 of the NSP2. 
 
 Key Staff: Victoria Powers 
 Title:  Management Analyst II 
 NSP2 Role: To provide coordination, processes draws, and monitor the NSP2. 
 
Organization:  New Castle County 
 Key Staff:  Anne Farley 
 Title:  General Manager of Community Services 
 NSP2 Role:  To provide oversight and direction. 
 
 Key Staff: Carey Casey 
 Title:  Community Services Administrator 
 Role:  To provide coordination between DSHA and nonprofit partners and to oversee 
 implementation by the county. 
 
Organization:  City of Wilmington 
 Key Staff:  Timothy Crawl-Bey 
 Title: Director, Department of Real Estate and Housing 
 NSP2 Role:  To provide oversight and direction. 
 
 Key Staff: Susana Casado 
 Title:  NSP Administrator 
 NSP2 Role: To provide coordination between DSHA and nonprofit partners and to 
 oversee implementation by the city. 
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Organization: Kent County 
 Key Staff:  MaryEllen Gray 
 Title: Division Head – Kent County Division of Planning 
 NSP2 Role: To provide oversight and direction. 
  
 Key Staff: Albert Biddle 
 Title: Housing & Community Development Supervisor 
 NSP2 Role: To provide coordination between DSHA and non-profit partners and to  
 oversee implementation by the county. 
 
Organization: Sussex County 
 Key Staff: Brandy Bennett 
 Title: Housing Coordinator 
 NSP2 Role: To provide coordination between DSHA and non-profit partners and to 
 oversee implementation by the county. 
 
 Key Staff:  Bradley Whaley 
 Title: Assistant Director, Community Development and Housing 
 NSP2 Role: To provide oversight and direction as well as oversee the financial model.  

 
 
 

Delaware NSP2 Organizational Chart 
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(2) References  
 
Financing References 
 

(1) Ricardo Rodriguez 
 Morgan Stanley/Global Capital Markets 
 1585 Broadway, Floor 04 
 New York, NY  10036 
  Phone:  (212) 761-2079 
  Fax:     (212) 507-2438 
  E-mail:  Ricardo.Rodriguez@morganstanley.com  

 
(2) Matthew Parks 
 Discover Bank 
 502 East Market Street 
 Greenwood, DE 19950 
 Phone: (302) 349-0201 
 Email: matthewparks@discover.com  

 
Purchase/Rehabilitation References 
 

(1) Gary Pollio, Executive Director 
Interfaith Community Housing of Delaware, Inc. 
613 Washington St. 
Wilmington, DE  19801 
Phone: (302) 652-3991 
E-mail:  gpollio@ichde.org 

 
(2) David Moore, Chief Executive Officer 

Milford Housing Development Corporation (MHDC) 
 977 East Masten Circle 

Milford, DE 19963                    
Phone: (302) 422-8255 
Fax: (302) 422-8260 
E-mail:  dmoore@milfordhousing.com  
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Factor 3:  Soundness of Approach (45 points)  
 

a. Proposed Activities (15 points)  
 

(1) Description of proposed neighborhood stabilization program.  
 
As in Delaware’s NSP1, for NSP2 DSHA proposes to work with local government sub-
recipients, who will carry out direct program implementation with nonprofit partners. This 
structure takes advantage of existing capacity: planning, administration and monitoring at the 
state level; detailed neighborhood knowledge, development capacity, and existing nonprofit 
partnerships at the local level.  
 
Some of the target census tracts are in ZIP codes targeted in Delaware’s NSP1, including 19904, 
19977, 19801, 19802, 19805, 19701, 19702, and 19720, covering areas in northern Kent County, 
Wilmington, and the Bear/Newark and New Castle areas in New Castle County.  In these areas, 
NSP2 activities will build upon and contribute to the success of NSP1, allowing for increased 
volume in some particularly troubled areas and new activities in others.  In many of the state’s 
most challenged areas, the condition of housing is of great concern and a barrier to neighborhood 
stabilization.  In these areas where NSP1 is actively acquiring and rehabilitating properties, 
NSP2 will further support neighborhood stabilization with rehabilitation, helping build a critical 
mass of rehabilitated, owner-occupied properties which would otherwise be contributing to 
continued neighborhood decline by their poor condition or vacancy.  
 
Delaware’s proposed NSP2 activities will result in stabilization of the housing markets in the 
proposed areas by: 
 
• Reducing the supply of foreclosed and abandoned homes – taking them off the market and 

reducing the inventory that pushes down prices and creates vacancies, contributing to 
neighborhood decline.  

• Increasing demand for homes through the availability of financing mechanisms to assist low- 
and moderate-income buyers to afford homes. 

• Helping struggling neighborhoods to maintain or improve their homeownership rates, 
improve the condition and quality of housing, and reduce vacancies. 

• Providing a stock of permanently affordable homes through use of the Diamond State 
Community Land Trust 

 
Some of these benefits will take effect as soon as activities can begin.  The reduction in supply 
will occur as soon as local government subgrantees and their partners can begin to identify and 
acquire homes in the target areas.  As the program’s financing mechanisms are marketed to and 
used by potential buyers, the increase in demand will be reflected in key real estate statistics like 
average days on market, sales volume, and home prices.  By working with homeownership 
counseling agencies, we hope to identify buyers for financing mechanisms quickly from the pool 
of households already actively engaged in homeownership counseling, allowing this aspect of 
the program to kick off quickly as well and contribute to market stabilization.  
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Long-term economic benefits include: increasing homeownership rates in struggling 
neighborhoods, creating wealth-building opportunities for low- and moderate-income households 
through homeownership, and much-needed investment in Delaware’s older communities and 
housing stock, ideally acting as a catalyst for further private investment in target neighborhoods.  
 

(2) Use of Funds and Firm Commitments  
  

(a) Uses of NSP2 Funds 
 
The chart below provides details on how DSHA proposes to use $13,425,000 in NSP2 funding to 
make 139 foreclosed houses in at-risk neighborhood homes for low- and moderate-income 
households.  In addition, DSHA intends to use $5.2 million in New Markets Tax Credits 
(NMTC) equity to return another 46 units to use, for a total of 185 units returned to service. 
 
NSP2 Funds Use by Target Area and Activity 
Responsible 

Entity 
Census 
Tracts 

Number  
of Units Financing Purchase 

Rehab Sub Total Admin TOTAL 

148.06  11 $105,000 $902,800 $1,007,800     
147.05(T) 3 $0 $338,550 $338,550     
148.08(T) 3 $0 $338,550 $338,550     
149.02 11 $105,000 $902,800 $1,007,800     
149.03 3 $0 $338,550 $338,550     
139.02(T) 8 $105,000 $564,250 $669,250     
163.03 3 $105,000 $0 $105,000     
149.05 11 $105,000 $902,800 $1,007,800     
107 (T) 5 $70,000 $338,550 $408,550     

New Castle 
County 

152  3 $0 $338,550 $338,550     

TOTAL NCC 10 Tracts 61 $595,000 $4,965,400 $5,560,400   $5,560,400 
16 (T) 6 $70,000 $451,400 $521,400     
9 (T) 6 $105,000 $338,550 $443,550     
6.02 (T) 4 $35,000 $338,550 $373,550     
8 (T) 5 $35,000 $451,400 $486,400     
5 (T) 4 $70,000 $225,700 $295,700     
3 (T) 5 $70,000 $338,550 $408,550     
7 (T) 5 $35,000 $451,400 $486,400     
21 (T) 5 $70,000 $338,550 $408,550     
22 (T) 6 $35,000 $564,250 $599,250     

Wilmington 

23 (T) 6 $105,000 $338,550 $443,550     
TOTAL 
WILM 10 Tracts 52 $630,000 $3,836,900 $4,466,900   $4,466,900 

509 6 $600,000 $0 $600,000     
512 3 $300,000 $0 $300,000     Sussex 
511 3 $300,000 $0 $300,000     

TOTAL 
SUSSEX 3 Tracts 12 $1,200,000 $0 $1,200,000   $1,200,000 

402.02 3 $120,000 $0 $120,000     
405 4 $120,000 $235,000 $355,000     

Kent 

418.01 4 $120,000 $235,000 $355,000     
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422.02 3 $150,000 $0 $150,000     
4 Tracts 14 $510,000 $470,000 $980,000   $980,000 

TOTAL 
KENT   139 $2,935,000 $9,272,300 $12,207,300     

            $1,217,700 $1,217,700 
      TOTAL $13,425,000 

(T) Next to census tract number in chart above indicates that census tract is transit accessible - 
in a census tract with convenient bus service (local bus service every 20 minutes during rush 
hour or an express commuter bus) 
 
If awarded NSP2 funding, DSHA plans to leverage an additional $5,200,000 in equity from 
NMTC.  These funds will be used to assist additional homes in the targeted neighborhoods.  
Using NMTC will allow us to be flexible and responsive to the markets in these census tracts.  
At least 50 percent of the funds will be invested in census tracts 3, 5, 6.02, 7, 8, 9, 16, 21, 22, 23, 
107, 149.05 and 152 which are identified as distressed areas for the purposes of NMTC.  
Jurisdictions will use the NMTC funds to complement the NSP2.  Funds from NMTC will not be 
targeted to specific census tracts or regions at this time, but will allow us to respond to the 
market to balance the number of investor/rental properties in an area with affordable 
homeownership opportunities and to take advantage of opportunities to purchase multiple 
properties on a block or in a neighborhood.  NMTC funds can also be flexible in what activity 
can be funded.  For instance, if we find that financing mechanisms are more effective than 
purchase/rehabilitation, we can make adjustments.  We would expect to do at least 46 additional 
homes using NMTC bringing our total units to 185 and our average per unit cost to $72,568.00. 
 

(b) Briefly Describe the Proposed Activities in a Narrative, Including the Range of 
Interest Rates (if any); Duration or Term of Assistance; Tenure of Beneficiaries (e.g., 
rental or homeownership; and location or address information).  

 
DSHA expects to use most of the NSP2 funds to assist credit-worthy households with incomes at 
or below 120 percent of AMI to become homeowners.  We expect our financing of soft second 
mortgages to be at 0 percent and forgivable as described in section (d) below which describes 
long- term affordability strategies.  Most of the people assisted in the 50 percent of AMI and 
below income range will be people who are receiving assistance from a nonprofit organization 
that has identified affordable housing as a barrier for their target population.  These homes will 
be managed by nonprofit organizations as rentals for low-income people.   
 
DSHA intends to make extensive use of the community land trust model using the Diamond 
State Community Land Trust, a statewide nonprofit that develops and manages community land 
trust homes.  The land trust model will be an integral part of our program providing permanently 
affordable homes throughout the State.  In addition, DSHA is encouraging jurisdictions to 
explore the possibility of displacement prevention with NSP2 funds, whereby nonprofit 
organizations would purchase real estate owned properties from the banks and manage them as 
rentals or community land trust homes after a coordinated foreclosure process where the 
homeowner lost ownership but not occupancy of the home.   
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(c) Identify Whether the Other Funds are Firmly Committed (legally obligated to a 
specific activity or under your control and budgeted for a specific activity) or not. See 
II.A.5 and Rating Factor 4.    

 
DSHA has received a letter of commitment from Morgan Stanley New Markets Tax Credits, Inc. 
for an allocation of $18,500,000 if we are awarded a NSP2 grant of $13,425,000. 
 

(d) Demolition and Preservation.  
 

(i) Market Conditions Leading to focus on Preservation of Housing Units 
DSHA proposes to use only two activities in our NSP2 proposal financing mechanisms and 
purchase/rehabilitation.  Only the Wilmington census tracts, and possibly one New Castle 
tract identified would have a need for demolition and other funds are available to address 
those needs.  In Sussex and Kent Counties and much of New Castle County, the newer 
housing stock makes financing mechanisms appropriate for homes in move-in condition and 
purchase/rehabilitation appropriate for homes in need of repair. However, few dollars have 
been available in Delaware to provide deep subsidy to make homeownership a possibility for 
many low- and middle-income households.  NSP2 will provide homeownership opportunities 
for people such as retail and customer service workers, as well as teachers and police 
officers.  These service jobs make up an increasingly large percentage of Delaware’s 
workforce, but these workers often do not have the income to allow them to purchase homes 
at market rates without excessive cost burden.  NSP2 will provide opportunities for these 
people to purchase homes in neighborhoods identified as at risk.  Sometimes the risk is 
obvious, there are vacant housing units, the area is blighted and property values are low.  
Other times the neighborhood may not appear distressed, but there are increasing numbers of 
investor-owned rentals and the homeownership rate is in danger of slipping.  Financing and 
purchase rehabilitation will allow us to work in a variety of situations to lessen the impact of 
foreclosures on the neighborhoods in which foreclosures are most common. 

 
(ii)  and (iii) No demolition is planned, no exception on demolition activities requested. 

  
 

b. Project completion schedule. (5 points)  
 

Month Activity Metric Result 
1 • DSHA signs contract 

with HUD 
• Subrecipients sign 

contracts with DSHA 
• Marketing to potential 

homebuyers begins 

• Signed contracts 
• No. people 

enrolling in 
housing counseling 

• Activities begin 

2 • Subrecipients begin 
identifying properties 

• No. properties 
reviewed 

• Activities in progress 

3 • Subrecipients acquire 
properties for 
purchase/rehabilitation 

• No. properties 
acquired 

• Activities in progress 

4 • Quarterly report due by • Report timely and • Activities in progress 



Delaware State Housing Authority  Application # 895736474 

Page 29 of 39 

10th of the month 
• Rehabilitation activities 

begin 
• Financing activities begin 

correct 
• No. houses 

rehabilitated 
• No. income eligible 

households using 
NSP2 financing 

5 • All NSP2 activities in 
progress 

• All above 
• No. rehabbed 

homes sold to 
income eligible 
households 

• Activities in progress 
• At least 5 NSP2 homes sold using 

financing mechanisms 

6 • All NSP2 activities in 
progress 

• All above • At least 1 NSP2 purchase/rehabs 
completed and sold 

• At least 5 NSP2 homes sold using 
financing mechanisms 

7-9 • Quarterly report due by 
10th of the  7th month 

• All above • At least 13 NSP2 purchase/rehabs 
completed and sold 

• At least 10 NSP2 homes sold using 
financing mechanisms 

10-12 • Quarterly report due by 
10th of the 10th month 

• All above • At least 23 NSP2 purchase/rehabs 
completed and sold 

• At least 19 NSP2 homes sold using 
financing mechanisms 

13-15 • Quarterly report due by 
10th of the 13th month 

• All above • At least 33 NSP2 purchase/rehabs 
completed and sold 

• At least 27 NSP2 homes sold using 
financing mechanisms 

16-18 • Quarterly report due by 
10th of the 16th month 

• All above • At least 43 NSP2 purchase/rehabs 
completed and sold 

• At least 35 NSP2 homes sold using 
financing mechanisms 

19-21 • Quarterly report due by 
10th of the 19th month 

• All above • At least 53 NSP2 purchase/rehabs 
completed and sold 

• At least 43 NSP2 homes sold using 
financing mechanisms 

22-24 • Quarterly report due by 
10th of the 22nd  month 

• Month 24  50% of NSP2 
funds expended 

• All above • At least 63NSP2 purchase/rehabs 
completed and sold 

• At least 51 NSP2 homes sold using 
financing mechanisms 

25-27 • Quarterly report due by 
10th of the 25th  month 

• All above • At least 73 NSP2 purchase/rehabs 
completed and sold 

• At least 59 NSP2 homes sold using 
financing mechanisms 

28-30 • Quarterly report due by 
10th of the 28th  month 

• All above • At least 83 NSP2 purchase/rehabs 
completed and sold 

• At least 67 NSP2 homes sold using 
financing mechanisms 

31-33 • Quarterly report due by 
10th of the 31st month 

• All above • At least 93 NSP2 purchase/rehabs 
completed and sold 
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• At least 75 NSP2 homes sold using 
financing mechanisms 

34 • Quarterly report due by 
10th of the 34th month 

• All above • At least 103 NSP2 purchase/rehabs 
completed and sold 

• At least  82 NSP2 homes sold using 
financing mechanisms 

36 • 100% funds expended • All above • 185 foreclosed homes occupied 
 
 

 
c. Income Targeting for 120% and 50% of Median (5 points)  

 
All NSP2 funds will be used to benefit persons and households whose incomes do not exceed 
120 percent of AMI.  A minimum of 25 percent of any awarded funds will be used for the 
purchase and redevelopment of abandoned or foreclosed upon homes or residential properties 
which will be used to house individuals or families whose incomes do not exceed 50 percent of 
AMI. DSHA and its local government partners will meet these requirements by: 
 

• Targeting some homeownership to households below 50 percent of AMI, via partnerships 
with: 

o The Diamond State Community Land Trust (CLT).  The land trust model 
provides additional affordability and support for homeowners, which is a 
particular concern when targeting homeownership to very low-income 
households.  

o Habitat for Humanity. Wilmington also plans to work with Habitat for Humanity 
of New Castle County to complete purchase/rehabilitation of homes in the city. 
All of Habitat for Humanity of New Castle County’s homes are sold to 
households with incomes below 60 percent of AMI, with most below 50 percent.  

• Partnerships with local nonprofit service providers to provide rental housing for 
populations with special needs.  Homes will be acquired, rehabilitated, and turned over to 
the nonprofit for use as rental housing for individuals who are homeless or with 
disabilities as permanent supportive housing.  Delaware has a strong community of 
several highly experienced nonprofit providers of these services.  

 
These strategies are both also in use in Delaware’s NSP1, so structures and partnerships are 
already in place for these activities.  
  

d. Continued Affordability (5 points)  
 
In its NSP1, DSHA has strongly encouraged local jurisdictions to also ensure that homes assisted 
through the program remain affordable for the longest feasible period, with the minimum 
restrictions of the HOME program set as a threshold.  All jurisdictions have tailored their 
continued affordability restrictions to meet their unique housing markets and neighborhoods, 
within the HOME minimum restrictions.  DSHA and all of the participating jurisdictions have 
experience in the use and administration of such restrictions through HOME, local funding 
sources, and NSP1.  The main mechanisms used in Delaware’s NSP1 are: 
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1) Soft second mortgages requiring prorated recapture of NSP1 subsidies at resale, or 
transfer to a new qualified buyer;  

2) Permanent affordability through the community land trust model, working with 
Delaware’s statewide community land trust, the Diamond State CLT; and 

3) Transfer of rehabilitated units to local nonprofit service providers for permanent use as 
supportive housing for individuals who are homeless or who have disabilities.  

 
Permanently affordable owner-occupied homes under the CLT model remain affordable from 
generation to generation, dramatically increasing the benefit of public investments like NSP2, 
HOME, and CDBG.  Over the 99-year time span of a CLT ground lease, the CLT model saves 
over $500,000 in demand for continuing investment of public funds for a single affordable home. 
The CLT model produces over seven times the amount of affordable housing than traditional 
short-term affordable housing methods given the same public investment. 
 
All three of these mechanisms will also be used in Delaware’s NSP2.  To promote continuity 
with the existing NSP1 neighborhood stabilization activities and administration, Delaware’s 
NSP2 will again use the HOME Program standards as the minimum requirements for continued 
affordability and encourage jurisdictions to tailor restrictions to their markets and target 
neighborhoods. 
 
Recognizing that in many cases, purchase/rehab activities in NSP2 will require high levels of 
subsidy, for units with subsidies above $75,000, longer-term, less lenient recapture provisions 
will be promoted.  For example, instead of forgiving 100 percent of the subsidy amount over 15 
years, the program may forgive only 50 percent of the subsidy amount over a longer period of 
time. Particularly in the coastal Sussex resort areas and other higher-cost areas (such as newer 
subdivisions in Kent County and some areas of New Castle County) where homes are more 
likely to subsequently be attractive to higher-income households and affordability lost, long-term 
restrictions that promote resale to qualified buyers will be preferred.  
 
At least 25 percent of the funds will be used for producing units that will be affordable to people 
at 50 percent of AMI and under.  These units will require the highest levels of subsidy, but in all 
cases retain permanent affordability.  DSHA and its sub-recipients intend to use a combination of 
land trust and rental opportunities to make homes affordable to people with these very low 
incomes. 
 

e. Consultation, Outreach, Communication 
 
(1) Consultation with Units of Local Government  

 
DSHA began discussing the NSP2 with the local government and nonprofit partners involved in 
NSP1 in our bi-weekly NSP conference call on May 6, 2009.  Everyone was encouraged to 
review the HUD May 4, 2009, NSP2 notice and provided an overview.  DSHA staff understood 
that several local governments were interested in applying.  On May 27, 2009, DSHA 
coordinated a meeting to discuss Delaware’s need for NSP2 and how to develop a competitive 
application.  At our NSP conference call on June 3, 2009, it was agreed that as DSHA had set up 
an infrastructure for managing NSP1 and had the best access to statewide data, that DSHA 
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should be the lead applicant.  DSHA asked that one person from each jurisdiction be designated 
the application contact and that this team would write the application together with DSHA 
serving as the lead.  The application team has met weekly through June and has input into every 
aspect of the application. 
 
The local governments interested in the NSP2 application included City of Wilmington, New 
Castle County, Kent County and Sussex County.  Each of these received an allocation of NSP1 
funding from DSHA through a competitive RFP process and each participates in the CDBG 
program.  If DSHA is provided an NSP2 allocation, we will consult with these local 
governments much as we have done under NSP1.  We have an NSP coordinator dedicated to the 
program and constantly available to the local governments through e-mail and phone.  In 
addition, DSHA hosts bi-weekly conference calls and coordinates training for those 
implementing the program. 
 

(2) Proposed Outreach and Affirmative Marketing Actions  
 
DSHA, along with those funded by DSHA to implement the NSP1, have implemented a 
comprehensive marketing campaign as a part of NSP1.  This marketing campaign was designed 
to inform income-qualified families to contact DSHA about NSP, and our staff directs them to 
the qualified housing counseling agencies in their area.  Marketing efforts were designed to 
ensure affirmative marketing. Television and radio ads featuring Governor Jack Markell are 
being run on a variety of channels and at a variety of times.  We are also using billboards placed 
on busy commuter routes and in low-income neighborhoods to make people aware of the 
program.  In addition we have developed flyers and a NSP website to inform people about 
opportunities under the NSP. 
 
The primary purpose of this effort was to develop interest in the NSP early on in our timeline to 
ensure that households received housing counseling and were mortgage ready during the 
program timeframe. The effort, which began on May 18, 2009, has generated much interest in 
the first month, generating over 50 calls and 809 unique hits to the NSP website in the month of 
June. 
 
An allocation of NSP2 funds in early 2010 would likely benefit from these earlier marketing 
efforts.  Housing counseling agencies will be monitoring what percentage of their clients take 
advantage of the NSP and demographic information about them related to fair housing to ensure 
that no protected class appears to be excluded from participation.  Our monitoring systems for 
NSP1 will be used with NSP2, if we find that certain protected classes appear to be under 
represented among NSP beneficiaries, we can adjust our marketing strategies to more effectively 
target that population. 
 
In addition, subgrantees under the NSP2 will be required to complete a Fair Housing and Equal 
Opportunity Self Assessment Questionnaire, which will assist DSHA in ensuring that all NSP2 
activities are conducted  to meet fair housing and equal opportunity requirements. 
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(3) Communication 
 
Communicating to the Public 
DSHA has developed a website www.nspdelaware.org which has information about the NSP1 
program design, opportunities and in the future will report progress and results.  DSHA has 
marketed this website address broadly using T.V. and radio ads featuring Delaware’s Governor, 
Jack Markell.  We have also used billboards and flyers to inform people about opportunities 
under the NSP and to provide citizens information about the program. 
 
Communicating to HUD 
DSHA has had one update call with our HUD Philadelphia Field Office on our NSP1 and plan to 
have such calls or visits on a quarterly basis.  Our HUD representatives have expressed interest 
in touring neighborhoods where we have NSP activities and in meeting with people benefiting 
from the NSP.  We would include NSP2 in this regular communication with HUD on NSP 
activities. 
 
Handling Complaints 
Complaints may come from many sources in the NSP2.  It is expected that most complaints will 
be resolved with the subrecipients or grantees using their internal grievance or complaint 
process.  Complaints not resolved at that level may be directed to DSHA.  DSHA will require 
that complaints are in writing detailing information about previous efforts at resolution.  DSHA 
will review the complaints and consult with HUD, DSHA attorneys, and other experts as needed 
to resolve the complaint.  If the complaint appears to be of a fair housing, EEO or violation of 
fair labor standards, DSHA will direct the complainant to the appropriate agency to resolve the 
issue. 
 

f. Performance and Monitoring (10 points)  
 

(1) Describe your Monitoring Plan   
 
DSHA staff will do a combination of desk monitoring and on-site monitoring to ensure 
compliance with HUD requirements.  Draws will require detailed information about the location 
of the property, including address and census tract, as well as information about the homebuyer 
and their income.  DSHA will also require detailed quarterly reports and will do annual 
monitoring visits at the sites where staff will review NSP2 files and financial records. 
 
Each sub-recipient will be expected to collect and report information about the use of funds, 
including, but not limited to: 
 

• Project name 
• Activity 
• Location  
• National objective 
• Funds budgeted and expended 
• Funding source and total amount of any non-funds 
• Numbers of properties and housing units 
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• Beginning and ending dates of activities 
• Numbers of low- and moderate-income persons or households benefiting 
• Purchase amount for each property 
• Appraisal amount for each property 
• Sales amount for each property    
• Discount amount 
• Data needed to support performance measures 
• Subsidy amount 

 
Quarterly Reporting 
Each grantee must submit a Quarterly Performance Report, as DSHA prescribes, no later than 15 
days following the end of each quarter, beginning 30 days after the completion of the first full 
calendar quarter after grant award and continuing until the end of the 15th month after initial 
receipt of grant funds.   
 
Monthly Reporting 
In addition to this quarterly performance reporting, each grantee will be permitted to draw funds 
on a monthly basis provided documentation on obligations and expenditures has been provided. 
 
Record Keeping 
The address, appraised value, purchase offer amount, and discount amount of each property 
purchase must be documented in the grantee’s program records.    
 

(2) Internal Audit Requirement 
 
DSHA will develop an internal control document that will govern the internal audit of DSHA’s 
NSP2.  This internal control document will identify internal control processes for DSHA, as well 
as identify staff responsible and frequency of an internal audit.  The internal audit will occur 
once a year and will review that internal control practices are in compliance with the processes 
outlined in the internal control document for NSP2.  DSHA’s Financial Analysis and Reporting 
Section Manager will be responsible for ensuring that an NSP2 internal control document is 
completed and that the internal audit is completed. 
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Factor 4: Leveraging Other Funds or Removal of Substantial Negative Effects (10 points)     
 

a. Leveraging  
 

The sub-recipients of the NSP2 would be jurisdictions already working in NSP1.  Through 
NSP1, each of these jurisdictions pledged a portion of their NSP allocation to our statewide 
NMTC structure to bring additional funds to the communities in need.  NMTC are a complicated 
financial mechanism that require close monitoring to ensure that investors get the tax credits and 
the communities get the benefits of additional investment.  We are currently setting up the 
required structures for accessing and monitoring the NMTC under NSP1.  If awarded,NSP2 
funds will be invested in these same structures. 
 
By matching the entire request of $13,425,000 with NMTC, Delaware could receive an 
allocation of NMTC of $18,500,000 for additional NSP activity in the targeted census tracts.  
$18,500,000 in tax credits would bring an additional $5,200,000 in private equity to stabilize 
Delaware neighborhoods, increasing the total funds available for NSP2 activities to $18,545,000, 
a 38 percent leveraging effect.  This investment would be expected to allow DSHA and the sub-
recipients assist an additional 46 units, for a total of 185 foreclosed units put back into use and 
made affordable for low- and moderate-income households. 
 
DSHA has received a letter from Morgan Stanley New Markets, Inc. pledging $18,500,000 in 
NMTC for our NSP2 activities, which is attached as Appendix 2. 
 
The City of Wilmington Department of Real Estate & Housing has been fortunate to be able to 
leverage federal resources such as NSP1, CDBG, and HOME with local resources.  The City of 
Wilmington created a housing strategic fund in 2007 for the specific purpose of leveraging 
federal housing dollars.  This fund has been funded to the tune of $7.3 million thus far and has 
already been used in the acquisition of some NSP1 properties.  Such a strategic use would 
continue with NSP2.  In addition, City capital and general fund dollars have and will be used to 
assist with program administration, acquisition, and property management.  The City anticipates 
that for every NSP2 dollar allocated, the City of Wilmington will be able to provide an additional 
$.25-$.30 in funding from non-federal sources.  This is in addition to the significant CDBG and 
HOME resources that would also be targeted to assist NSP2 efforts. 
 

b. Removal of Substantial Negative Effects (Use Rubric in Appendix 3) 
 

    Not applicable. 
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Factor 5: Energy Efficiency Improvement and Sustainable Development Factors  
(10 points)  
 
DSHA uses the Delaware Building Code as our standard for our typical rehabilitation activities, 
but are collaborating with the Delaware Weatherization Program to improve energy efficiency in 
our regular CDBG program.  The Delaware Building Code can be found at 
http://delcode.delaware.gov/title31/c041/sc02/index.shtml.  DSHA intends to require that 
building requirements under the NSP2 use Energy Star products and that sub-recipients consider 
other green building efforts and provide documentation as to why they were not selected when it 
is impossible or impractical to adopt these practices in a specific project. 
 
The NSP2 homes that will be purchased, rehabilitated and resold to qualified buyers and those 
that will be purchased, rehabilitated and provided to nonprofit organizations for rental housing 
for very low-income people will be required to be built to maximize energy efficiency and lower 
maintenance costs.  DSHA is asking for significant subsidy for many of these homes, so that they 
may be made affordable to moderate- and low-income households. By imposing stricter building 
requirements, DSHA and the local jurisdictions will ensure that the maintenance and energy 
costs do not become barriers to families being able to continue to afford their homes.  DSHA will 
require subgrantees to strategically incorporate modern, green building and energy-efficiency 
improvements in all NSP activities to provide for long-term affordability and increased 
sustainability and attractiveness of housing and neighborhoods 
 

a. Transit Accessibility (5 points) 
 
Transit accessibility is an issue for much of Delaware, including many of the census tracts 
identified in this application.  However, 15 of the 27 identified census tracts do have convenient 
bus service or commuter rail service.  In addition, 84 of the anticipated 139 homes to be assisted 
will be in one of these census tracts with good transit accessibility.  All of the Wilmington census 
tracts are served by buses that run on a regular schedule with bus service every 20 minutes 
during rush hour.  In the Newark area there is bus service on a less frequent basis, but commuter 
rail is available, and in Kent County census tract 405 has an express commuter bus that provides 
fast and economical transportation to job centers in New Castle County and north.  The other 
census tracts in northern Kent County are adjacent to the census tract served by the express bus 
and could easily drive to the park and ride at the Smyrna rest area in under 15 minutes.   
 
In Sussex County, public transportation and express services are available in the targeted areas in 
the summer months when tourists are in the area, but transit is severely cut back during the fall, 
winter and spring months.  However, we will be targeting NSP2 homes in Sussex County 
specifically to people who work in Sussex County and not likely to be dependent or transit to 
regional employment centers. 
 

b. Green Building Standards (3 points)   
 

DSHA does not anticipate that any new homes will be built using NSP2 funds.  For all gut, and 
moderate rehabilitation DSHA will require that all procurement policies for NSP2 indicate that 
Energy Star products will be used in all rehabilitation.  Work write-ups and specifications for 
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rehabilitation work necessary to bring the dwelling unit up to housing code standards shall 
require ENERGY STAR qualified products and procedures.  Sub-recipients shall utilize HUD’s 
“Energy Efficient Rehab Advisor” website at: http://rehabadvisor.pathnet.org/index.asp and the 
Energy Star website at:  http://www.energystar.gov/ to determine the recommended energy-
efficient specifications for rehabilitation and remodeling.  The recommendations on these 
websites shall be followed for all required work and materials, including, but not limited to:  
windows, heating and air conditioning systems, ventilation, insulation, air sealing, water heaters, 
light fixtures, lighting, and doors.  In addition, DSHA will require the building standards 
attached as appendix 2-c in all rehabilitations unless documentation is provided that such 
practices would provide no long-term financial or comfort advantage to the homebuyer, but 
would add significant cost to the project. 
 

c. Re-use of cleared sites (1 point) 
 
We are not proposing any demolition using NSP2 Funds. 
 

d. Reconstruction (1 point) 
 
DSHA will encourage the use of deconstruction techniques in all gut and moderate rehabilitation 
activities. 
 

e. Other Green Practices (1 Point) 
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Factor 6: Neighborhood Transformation and Economic Opportunity (5 points)  
 
HUD will award the points under this factor if you:  
 
(1) Certify that proposed NSP activities are consistent with an established plan. 
 
Delaware’s proposed NSP2 strategies of investing in, preserving and stabilizing existing 
neighborhoods are consistent with established local Comprehensive Plans, completed every five 
years by all counties and municipalities in Delaware addressing land use, transportation, housing, 
and economic development.  The County plans can be viewed at the following websites: 
 
Kent County 
http://www.co.kent.de.us/Departments/Planning/Zoning/compplanupdate.htm  
 
Sussex County 
http://www.sussexcountyde.gov/compplan/ 
 
New Castle County 
http://www2.nccde.org/landuse/Planning/ComprehensivePlan/default.aspx  
  
The activities proposed by this NSP2 application are also consistent with the housing goals of 
2006 Delaware CEDS, a Comprehensive Economic Development Strategy for the State of 
Delaware, five year strategy developed by the Delaware Economic Development Office (DEDO) 
and available at http://dedo.delaware.gov/ceds/ceds_final_summary.shtml. 
 
(2)  How proposed NSP2 activities relate to and increase the effectiveness of the Identified Plans.  
 
Kent, New Castle and Sussex Counties’ Comprehensive Plans all identify reinvestment in older 
communities, rehabilitation of existing housing, and expansion of homeownership opportunities 
for low- and moderate-income households as key housing strategies.  
  
These strategies are also consistent with Delaware’s Strategies for State Policies and Spending, 
also referred to as Livable Delaware, the framework for land use, transportation, economic 
development and housing planning for the state, intended to advance more sustainable, compact, 
transportation-oriented modes of development in the state.  These strategies note that housing 
costs seem cheaper in new suburban developments, but transportation costs and the increased 
public spending required to expand services often offset these savings.  Also, new low density, 
large-lot suburban homes, while seemingly meeting demand now, are not appropriate for 
Delaware’s future population as it ages, forms smaller households, and must be less automobile-
centered.  Key strategies consistent with Delaware’s proposed NSP2 activities include: 
• Improve housing quality, variety and affordability for all income groups 
• Encourage redevelopment and improve the livability of existing communities and urban 

areas 
 
While the foreclosure crisis had not yet hit Delaware in 2006 when the CEDS was developed, 
affordable housing was cited in all areas of the state as an area of concern.  Committee members 
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at both the local and statewide committee levels spoke of how housing costs had gotten out of 
balance with the incomes in Delaware, creating difficulty for our current workforce and creating 
a barrier to recruiting new businesses to the state.  The statewide impact was described in the 
CEDS as: 
 

“While the state enjoys a relatively strong economy overall, including the real 
estate market, the rapid escalation of housing prices has reduced the availability 
and accessibility of affordable housing throughout Delaware. The lack of 
affordable owner- and renter-occupied housing may discourage new workers, 
especially young people, from coming into the state or moving within the state, 
and may prompt others to leave the state entirely.” 

 
By targeting households with 120 percent AMI and less, this application for funding 
under NSP2 would be targeting a large portion of Delaware’s workforce.  The CEDS 
specifically encouraged financing mechanisms be developed to increase affordability, 
especially through community land trust and inclusionary zoning models that maintain 
long-term affordability.  


