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STATE OF NEVADA 

 

 
 
 
 

DEPARTMENT OF BUSINESS AND INDUSTRY 

OFFICE OF THE DIRECTOR 
 

Written Comments Regarding the Office of the Special Inspector General for the 
Troubled Asset Relief Program Audit Report 

 
The Department of Business and Industry welcomes the recent audit from the Office of 
the Special Inspector General for the Troubled Asset Relief Program (SIGTARP), and 
wishes to express its intention to work closely with the U.S. Treasury in addressing the 
concerns raised.  In fact, many of these issues have been raised by the Department and 
its Housing Division for the last two years.  (See attached exhibit 1, a letter with 
attachments provided to the U.S. Treasury in October 2015.) 
 
There are, however, two areas of concern with the SIGTARP audit: 
 

1) Nevada Affordable Housing Assistance Corporation (NAHAC) is not a state 
agency and therefore the ability of the Department’s Housing Division to exercise 
the kind of oversight SIGTARP cited has been severely limited.  The Department 
has taken what steps it could under existing law, including several requests to the 
U.S. Treasury to take a much harder look at NAHAC practices.  This led to the U.S. 
Treasury issuing a performance memo on December 2, 2015.  (See attached 
exhibits 2 and 3, the U.S. Treasury memorandum and a summary of Housing 
Division steps taken.) 
 

2) Certain NAHAC expenses (such as rent and payroll) cited by the SIGTARP as 
problematic may be found to be allowable under federal rules, and so the 
Department is not prepared to accept the total dollar value expressed in the audit 
report. In fact, the Department believes that no more than $200,000 ultimately may 
be in question.  It will be up to the U.S. Treasury to determine the final number, and 
the Department will work closely with the federal government in that regard. 
Whatever the final number, those responsible should be held accountable.  

Despite these two concerns with the audit, the Department and it’s Housing Division are 
committed to rectifying the problems we have long pointed out to federal authorities and 
which are now raised in the SIGTARP report. Based on the audit, we have requested the 
Nevada Attorney General’s Office to immediately open an investigation. We have also 
asked the Nevada Attorney General to designate the appropriate staff and resources to 
work side-by-side with the U.S. Treasury and, if necessary, pursue action against those 
responsible for any misuse of taxpayer funds.  

 

BRIAN 
SANDOVAL 

BRUCE H. 
BRESLOW 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

Memorandum 
December 02, 2015 

TO: Nevada Affordable Housing Assistance Corporation (NAHAC) 
Nevada Housing Division (NHD)  

FROM: U.S. Department of the Treasury 

SUBJECT: NAHAC Hardest Hit Fund Performance to Date and Request for Formal Meeting 

This memorandum requests a formal meeting of the Nevada Affordable Housing Assistance 
Corporation (NAHAC), its board, Nevada Housing Division (NHD), and representatives from the U.S. 
Department of the Treasury (Treasury) to address inadequate performance to date and discuss potential 
solutions that have the support of all parties.  It identifies declining performance indicators and 
highlights several areas of concern.  Given the limited time left to deploy funds, Treasury believes 
significant structural and programmatic changes are warranted to meet the goal of responsibly utilizing 
these funds before December 31, 2017. 

Background:  NAHAC was allocated approximately $194.0 million from the Treasury’s Hardest Hit 
Fund program (HHF) to develop and implement innovative housing initiatives tailored to its local 
conditions to help prevent avoidable foreclosures and stabilize housing markets in Nevada.  Of this 
amount, approximately $169.0 million is designated for direct assistance to homeowners (program 
funds) and approximately $25.0 million is allocated for administrative expenses.  As of September 30, 
2015, the most recent quarter for which data is available, NAHAC spent approximately $87.4 million 
(52 percent of program funds) and committed $87.6 million (52 percent of program funds) on behalf of 
5,320 homeowners.  Based on performance trends, Treasury estimates that NAHAC will not utilize a 
significant portion of its HHF funds by December 31, 2017.  The table below indicates on a program 
by program basis the program funds spent, the number of homeowners assisted, the targeted number of 
homeowners NAHAC intends to assist by 2017, and percentage of target achieved as of September 30, 
2015: 

Program 
Program 

Allocation 
Program 

Funds Spent 

Percentage 
of Funds 

Spent 

Homeowners 
Assisted 

Targeted 
Number of 

Homeowners 
Assisted 

Percentage 
of Target 
Attained 

Principal Reduction 
Program 

$97,146,322 $50,180,916 51.7% 1,210 2,550 47.5% 

Second Mortgage 
Reduction Plan 

$35,942,324 $4,770,545 13.3% 414 1,300 31.8% 

Short-Sale 
Acceleration Program 

$289,179 $289,179 100.0% 104 100 100.0% 

Mortgage Assistance 
Program $34,056,581 $30,551,451 89.7% 3,693 3,900 94.7% 

Mortgage Assistance 
Program Alternative $1,613,278 $1,609,189 99.7% 226 218 100.0% 

Total : $169,047,684 $87,401,280 51.7% 5,320 1 N/A N/A 

1 Unique homeowners assisted, as reported on Nevada’s Q3 2015 Quarterly Performance Report. 
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While Nevada’s Hardest Hit Fund programs saw strong growth from 2011 through 2013, performance 
has since fallen behind other HHF states on key measures, including loan approvals, pull-through rate2, 
implementation timelines, and commitment rates.  NAHAC closed its Principal Reduction Program 
(PRP) and Second Mortgage Reduction Program (SMRP) in November 2012. At that time, 60 percent 
of disbursed HHF funds had been spent under these two programs. The effects of these closures were 
substantial.  As of September 30, 2015, approximately 92 percent of total spent program funds were 
disbursed prior to December 31, 2013, and 94 percent of cumulative homeowners assisted to date were 
approved prior to December 31, 20133.  At its peak level of production in the first quarter of 2013, 
NAHAC disbursed $22.7 million in program funds on behalf of 1,015 unique borrowers; by 
comparison NAHAC disbursed only $450,000 in program funds on behalf of 14 unique borrowers in 
the third quarter of 2015.  Furthermore, during the third quarter of 2015, Nevada’s HHF programs 
registered a pull-through rate of 14 percent, the third lowest rate among all state HHF programs during 
that time period.  This indicates NAHAC has approved less than one out of every seven applicants for 
assistance. 

Furthermore, as program fund expenditures continue to decline, the portion of funds disbursed for 
administrative expenses has increased relative to total disbursements quarter over quarter. In the 
second and third quarters of 2015, NAHAC spent more administrative funds than program funds.  This 
metric raises a concern as to whether funds covering administrative costs are generating an appropriate 
level of benefit to struggling homeowners in Nevada through the HHF program. 

Q4 2014 Q1 2015 Q2 2015 Q3 2015 

Program Funds Disbursed $942,723 $700,902 $491,899 $449,727 

Administrative Funds Disbursed $629,761 $630,427 $660,054 $534,584 

Although Nevada’s unemployment rate has declined since the early years of the program (in October 
2015 it was 6.6 percent, down from 13.6 percent in June 2010), Nevada still has the nation’s third 
highest unemployment rate and the highest underemployment rate at 14.8 percent.4  Similarly, 
although Nevada’s housing markets have improved since the nadir of the financial crisis, 20.6 percent5 
of Nevada homeowners remain underwater, the highest rate in the nation, and 4.6 percent6 are more 
than 90 days delinquent on their mortgages, the tenth highest rate in the nation. These data points show 
the continued need for additional housing assistance for Nevada homeowners. 

In recent months, NAHAC, with the help of Treasury, has attempted to improve its program 
production. In June 2015, NAHAC reopened their PRP and SMRP programs, which had been closed 
since 2012. Treasury visited NAHAC’s offices on June 22, 2015, to discuss program performance and 
request a plan from NAHAC to achieve program targets through 2017. During the site visit, Treasury 
expressed the view that NAHAC would need to assist an average of approximately 90 new 
homeowners a month and disburse $2.9 million on average in monthly assistance in order to spend its 
full allocation of HHF dollars by December 31, 2017. Unfortunately, according to monthly data 

2 Treasury defines the pull-through rate as borrowers receiving assistance/ (applications denied + applications withdrawn + 
borrowers receiving assistance). 
3 As reported on Nevada’s Q4 2013 Quarterly Performance Report.  Percentage based on production by Q4 2013 and 
Nevada’s cumulative production to date. 
4 As reported by the Bureau of Labor and Statistics: http://www.bls.gov/web/laus/laumstrk.htm 
5 CoreLogic Q2 2015 Equity Report 
6 Mortgage Bankers Association Q3 2015 National Delinquency Survey 

http://www.bls.gov/web/laus/laumstrk.htm
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provided by NAHAC, production has actually decreased since June 2015. In the three months prior to 
Nevada’s June 2015 program changes, Nevada assisted an average of 8 new borrowers per month 
while providing an approximate average of $164,000 in monthly assistance. During Q3 2015, Nevada 
has reportedly assisted an estimated average of 5 new borrowers per month while providing an 
approximate average of $150,000 in monthly assistance. To date, Treasury has not received the 
requested plan establishing program targets or alternate estimations for assistance through 2017. 

In response to its continued low production and feedback from Treasury, NAHAC proposed additional 
changes to the PRP and SMRP programs to expand eligibility and allow more homeowners to receive 
assistance. These changes were approved by Treasury and went into effect in October 2015. However, 
Treasury remains concerned that these changes, while necessary, will not be enough to significantly 
increase performance.  At the current rate of assisting 5 new homeowners and disbursing $150,000 in 
assistance per month, NAHAC will not fully disburse its remaining program funds by December 31, 
2017, and is falling far short of its program goals. 

Request for Action:  Treasury strongly recommends that NAHAC take immediate action to improve 
its performance.  We believe fundamental structural changes are warranted at this point, and we would 
like to see a direct oversight role for NHD.  The pace of assistance must reach at least $3 million 
disbursed per month by the end of the first quarter of 2016 to meet target assistance levels.  Possible 
actions could include leveraging the experience of another state with similar programs to boost 
performance and utilizing counseling agencies and other state resources to increase outreach.  Treasury 
requests a meeting with NAHAC, the NAHAC board, NHD and other representatives from the federal 
and Nevada state government no later than January 31, 2016, where a consensus plan (agreed to by 
both NHD and NAHAC) to improve program performance will be discussed.   

The purpose of HHF is to develop and implement programs that prevent avoidable foreclosures in a 
way that addresses the unique needs of each jurisdiction.  Please be advised:  If the Nevada Hardest Hit 
Fund Program fails to significantly improve performance, Treasury reserves the right to exercise its 
contractual option to declare NAHAC in default of its HFA Participation Agreement. Treasury, 
NAHAC, and NHD share the goal of ensuring that HHF funds are responsibly utilized while they are 
still available, in a way that leads to the prevention of avoidable foreclosures and the long-term 
stability of Nevada’s housing market.  Collaborative action must be taken to achieve this goal. 
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Exhibit 3 
 
 

Steps Taken Since April 2016 to Improve the Nevada’s Hardest Hit Fund 
 
 

The US Treasury Department Performance Memorandum led to the resignation of the 
majority of NAHAC’s Board of Directors.   The subsequent restructuring of NAHAC bylaws 
once again allowed the State of Nevada to have three appointed positions making up the 
majority of the NAHAC board.  This restructuring and changing of the guard has allowed the 
State and its Housing Division to provide direct oversight of Nevada’s Hardest Hit Fund 
program.   
 
Once the new NAHAC board members were appointed in April 2016, it allowed for these 
progressive steps to be taken to improve the Hardest Hit Fund program and oversight: 
 
1. Removed previous Chief Executive Officer at May 23, 2016 Non-profit Board meeting 

with his last date of employment being July 31, 2016.  New non-profit board abided by 
terms of existing employment agreement in providing 60 days’ notice of termination. 
  

2. The non-profit board of directors instituted open public meetings.  The Board’s actions 
are now transparent and board meetings are conducted in compliance with the Nevada 
open meeting law. 

 
3. The NAHAC board of directors hired a new Chief Operating Officer at its May 23, 2016 

board meeting with her first day of employment beginning June 8, 2016.  The newly 
hired executive is well qualified and has proven track record of managing the Nevada 
loan mediation program run by the State of Nevada Supreme Court. 
  

4. NAHAC’s new management is now welcoming the partnership with the U.S. Treasury 
and the Nevada Housing Division and their joint mission to quickly distribute the hardest 
hit funds to those most needy. 

 
5. NAHAC’s new board of directors has engaged a Las Vegas CPA firm to replace its 

former interim Controller to provide professional accounting and financial reporting 
services in compliance with federal grant regulations. 
 
 
 

BRUCE BRESLOW 
Director 

CJ MANTHE 
Administrator 
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6. NAHAC has re-engaged partnerships with Nevada based non-profit financial counseling
agencies who will assist getting the funds into the hands of those most needing help.
These agencies will provide face-to-face counseling sessions, help distressed
homeowners apply for the Hardest Hit Fund program and provide support at all stages of
the assistance process.

7. The Nevada Housing Division is now working with the new non-profit Chief Operating
Officer to develop short-term and long-term action plans to improve Hardest Hit Fund
program performance.   This includes a revised application intake system which will be
easier to use, opening a call center and expanding outreach of program availability.

8. NAHAC is reviewing its Hardest Hit Fund program parameters and processes to improve
eligibility and help more Nevada households who are still struggling to make their
mortgage payments.
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