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The Honorable Susan Peppler

Assistant Secretary for Community Planning and Development

U.S. Department of Housing and Urban Development

451 7th Street, SW

Washington, DC 20410

RE:
Implementation of Division B, Title III, of the Housing and Economic Recovery Act

Dear Assistant Secretary Peppler:



The undersigned organizations, representing local elected officials and local and State CDBG practitioners, formed a working group to develop recommendations on the implementation of Title III of H.R. 3221.  Over the course of the last two weeks, the groups have met, along with local and State CDBG practitioners, to deliberately discuss and develop a collective set of recommendations that would be helpful to HUD and to CDBG grantees in implementing the program.  Collectively, our organizations represent the majority of CDBG grantees.  We urge HUD to implement our recommendations as part of the final program developed by HUD.

Recommendations

1.
Adhere to the legislative intent of H.R. 3221, which requires:

!
HUD to meet its deadline of developing the formula within 60 days and allocating the funds 30 days thereafter. 

!
Priority must be given to those areas with the greatest need, as defined by the statute.

!
The funds must be used for the eligible uses defined in the statute, with flexibility given to activities that directly support these eligible uses.

2.
HUD, the grantees, and subrecipients must be successful in allocating and using the funds in order to demonstrate the effectiveness of CDBG and to increase support for CDBG.
3.
Development of the Formula
!
The formula should be based on data that is applicable to as many jurisdictions as possible, to ensure fairness.
!
In gauging the number of foreclosures, HUD should use data that emphasizes the largest number of foreclosures as possible, which may entail examining data from as far back as two years ago or whenever the “peak” in foreclosures occurred.

!
In developing the formula, HUD needs to use data sets that capture all of the formula criteria outlined in H.R. 3221, which includes the number and percentage of home foreclosures in each State and unit of general local government, the number and percentage of homes financed by a subprime mortgage related loan in each State or unit of general local government, and the number and percentage of homes in default or delinquency in each State or unit of general local government. 

4.
Formula Allocation
The local elected official and practitioner groups represented on this letter strongly supports the  allocation scenario in the existing CDBG program, with 70% of the funds targeted to metropolitan cities and counties and the remaining 30% targeted to States, with two exceptions:

!
allow States the flexibility to distribute funds that they receive directly to entitlement communities, if they choose; and 

!
allow States to distribute funds directly to non-profit organizations or other organizations, if they choose

The Council of State Community Development Agencies (COSCDA) cannot support the position on the formula being advocated by the local government groups, as it would be in conflict with the current position of the National Governors’ Association which supports the funds being primarily allocated to States.
5.
Administrative Funding

Allow 20% for administrative costs.  In addition, allow grantees to recover project delivery costs.
6.
Income Targeting

H.R. 3221 requires that “not less than 25% of the funds appropriated” be used for the purchase and redevelopment of abandoned or foreclosed upon homes for persons at or below 50% of area median income.  The local government groups interpret this to mean the 25% targeting requirement applies to the overall $3.92 billion nationally and not on a per jurisdiction basis.  If the targeting is applied on a per jurisdiction basis, many communities will not be able to meet the requirement because of local priorities and time constraints.  In an effort to expend the funds in a timely manner, the local government groups recommend that the 25% targeting requirement should be applied nationally.  The targeting of the funds should be tracked over the life of the program (five years), not annually.

7.
18 Month Deadline
H.R. 3221 requires recipients of the funds to “use” them within 18 months from the date of allocation.  The definition of “use” is not defined within the statute.  It will be impossible for most communities to expend these funds within 18 months given the nature of the activities that will be funded (acquisition, rehabilitation, in particular).  To give communities the best chance of using the funds in a timely manner, we urge HUD to define the term “use” as the commitment of funds.  This is also in the best interest of the success of the program.

In addition, at the end of the life of the program (five years), allow grantees to retain program income instead of returning the funds to the U.S. Treasury.  This will ensure that the funds will be retained by CDBG grantees for the purposes outlined in H.R. 3221.  Per the statutory provision pertaining to program income, HUD must proscribe a process to make this possible, therefore, we ask that you include this in the Notice and Guidance you plan to issue next month.
8.
Program Income
Again, in the best interest of the program, communities should be allowed to expend their allocation prior to spending program income; otherwise, it will be difficult for many of them to meet the 18 month deadline.

9.
Planning and Citizen Participation
The planning and citizen participation requirements should be as flexible and expedited as possible to ensure the timely expenditure of the funds.  The process used for the disaster funds would be a good model.

10.
Waivers/Modifications
Q
When using “regular” CDBG and HOME program funds in conjunction with Neighborhood Stabilization funds in a project, in as much as possible waive the same requirements for the regular programs. This will make it easier to use the programs together in the same project.

Q
Consolidated Plan – Waive completely in favor of the disaster-style Action Plan.  Waive or significantly shorten the citizen participation requirement and waive entirely the public hearing requirement.  To expedite the process, create a template for the Action plan, and make it easy to submit, perhaps electronically.

Q
One-for-One Replacement – The One-for-One Replacement should be waived because many communities need to demolish units due to health and safety issues, but may not desire to replace the units given the housing and community development priorities of the community. 

Q
Section 3 – The Section 3 requirements need to be waived entirely for this program as they would add significant delay to the program. 
Q
Environmental Review/Section 106 – These processes cannot be waived; however, HUD should create an expedited process, whereby state housing preservation offices batch process properties within a community to allow quicker review and approval.

Q
Slum and Blight Criteria – The slum and blight criteria for the regular CDBG program must be modified if regular CDBG funds are used in combination with these funds (e.g., do not require that 25% of properties meet definition). In addition, we request a waiver of the prohibition of predetermined uses for the property site (s) if demolition occurs under this national objective. In these situations, a predetermined use may be just what is needed to leverage additional project financing and will help stabilize neighborhoods. 
Q
Clarify that regular CDBG program national objectives do not apply to the neighborhood stabilization program funds, therefore, for example, demolition and land banking would be allowed without having to document the national objectives.

Q
Definition of In Rem – The definition of “in rem” must include mortgage foreclosed properties instead of just tax foreclosed properties.  CDBG has “in rem” definition but it currently doesn’t include mortgage foreclosed properties. 

Q
“Change of Use” – Waive the “change of use” requirements if the property is sold within five (5) years of project closeout it must be sold at fair market value and waive the program income requirements.

11.
Definitions

!
Foreclosure - In terms of program/beneficiary eligibility, we urge HUD to give consideration to not only REO properties, but to properties in the first stages of foreclosure
!
Allow jurisdictions to establish the affordability of each project based on their housing markets 

Thank you for your consideration of our recommendations.  We stand ready with HUD to implement this very important source of funding for communities.

Sincerely,

U.S. Conference of Mayors


National Association of Counties

Council of State Community Development Agencies


National Association for County Community & Economic Development

National Association of Local Housing Finance Agencies

National Community Development Association








