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REVIEW OF THE COMMUNITY DEVELOPMENT
BLOCK GRANT PROGRAM

THURSDAY, MARCH 14, 2002

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING AND COMMUNITY
OPPORTUNITY,
COMMITTEE ON FINANCIAL SERVICES,
Washington, DC.

The subcommittee met, pursuant to call, at 10:36 a.m., in room
2220, Rayburn House Office Building, Hon. Sue Kelly, [acting
chairwoman of the subcommittee], presiding.

Present: Chairwoman Kelly; Representatives Miller, Grucci,
Frank, Lee, Jones, Capuano Waters, Clay and Israel.

Chairwoman KELLY. The hearing will come to order. This hear-
ing of the Subcommittee on Housing and Community Opportunity
is on the Community Development Block Grant program. And we
welcome our first panel of witnesses here today: the Honorable
Christopher Shays, the Honorable Carrie Meek, and we understand
the Honorable Ileana Ros-Lehtinen is on her way.

The Chairwoman has asked me to take the chair here. She is on
her way to another hearing.

Ranking Member Frank, I want to thank you for agreeing to hold
the hearing today to review this Community Development Block
Grant program.

As we are all aware, the Administration has called for reforms
of the Community Development Block Grant program in the budget
submission. And we all need to give these proposals a close exam-
ination. CDBG grants distribute approximately $4.3 billion to over
1,000 cities, urban counties and the States each year. These funds
support various community development activities that are re-
quired to be directed primarily to low- and moderate-income per-
sons.

In my home county of Westchester County, New York, these
funds fill critical needs. Seniors, the disabled, low- and moderate-
income working families are dependent on the services these funds
provide. In addition, these funds help strengthen communities by
assisting towns with the proper growth and redevelopment of their
commercial and public areas.

On page 175 of the budget, the Administration calls for a redis-
tribution of the CDBG grant funds. In an effort to ensure that
these funds are truly targeted to poorer communities, the Adminis-
tration calls for a 50 percent cut of these funds to communities
whose per capita income is two times the national average.
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On the list of the towns and cities who qualify for this proposed
cut is one single county, one county and a number of other loca-
tions. But only one county has been chosen for this cut. That is
Westchester County, New York.

Because of this, Westchester would be subject to a $3.5 million
cut, which makes up 35 percent of the expected revenues of the
county. This proposal troubles me and my neighbors in Westchester
County. The needs of the county will only grow larger in the future.

Poor families will still need clean, safe, affordable housing. Sen-
iors and disabled residents will still need support services. In light
of all these needs, this proposed cut is unacceptable for West-
chester.

Secretary Martinez has assured me he is willing to work with us
on this issue. And I have found him to be a good and reasonable
man. It is my hope the testimony we hear today and the discus-
sions we will have will give us all a better understanding of the
issues involved.

I look forward to working with my colleagues on this sub-
committee and along with HUD, County Executive Spano and
County Legislator Oros as we seek to ensure that the Community
Development Block Grants continue to be distributed fairly and eq-
ulitably in this proposed cut and that the cut does not become a re-
ality.

At this time, I would like to ask if any other Member has an
opening statement.

[The prepared statement of Hon. Sue W. Kelly can be found on
page xx in the appendix.]

Mr. Frank.

Mr. FRANK. Madam Chairwoman, I agree with much of what you
have said. We have two separate proposals in the works here. One
is a proposal, long advocated by the gentlewoman from Florida,
who has been one of the most tenacious and forceful defenders of
social justice to serve in the House and has used her position on
the Appropriations Committee successfully to block some raids on
the Community Development Block Grant program that would
have tapped into funds regardless of any of the social require-
ments.

She has a piece of legislation. And I have been asking the sub-
committee leadership for some time to have a hearing on it. And
I a%preciate the fact that they have accommodated us in this re-
gard.

And the thrust of it, I think, is very important. I have some ques-
tions about the details and specifics.

But we have a program that is intended to benefit low- and mod-
erate-income people. And I think it is reasonable to say that no Ad-
ministration in the 22 years that I have been here, which encom-
passes both parties, has really enforced that.

And one of the things that we can do is to encourage HUD—a
relatively new HUD, so they come to this with a clean slate—to en-
force better than we have the requirement that low- and moderate-
income people be the beneficiaries. And I hope we can move in that
direction.

There is another proposal that the Chairwoman of the hearing
just mentioned, which is an Administration proposal to take CDBG
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funds away from about a dozen communities on the grounds that
they are too wealthy. Now, these two are interconnected in my
mind, because if we did a better job of enforcing the low- and mod-
erate-income requirement, you would not have an argument that
wealthy people were unduly benefiting.

That is, I do not think any of these communities has only rich
people. Every one of the communities, as is virtually—remember,
we are talking about communities of 50,000 or more. So we are not
talking about an enclave of 3,000 people. And I do not know of any
comnlrlunities of 50,000 or more that do not have some low-income
people.

So the remedy that you might, if you think there is a problem
of this not going where it is supposed to, the remedy is perhaps to
strengthen the requirement statutorily, as the gentlewoman from
Florida is trying to do, and certainly to enforce them administra-
tively. And I know, because I represent two of the communities
that are on the—what we would technically refer to as the “hit
list”"—that have substantial low-income populations. And they are
in the metropolitan area.

And as it will be shown, I think in testimony, they are both com-
munities that work very hard to try and promote diversity. They
are communities which, in the absence of Government action, local
government action, would be more homogeneously wealthy than
they are. And I do not want to see us take away from those com-
munities one of the major tools that they use to promote diversity.

It seems to me, in fact, in Massachusetts there has been a lot of
criticism of communities that are resisting low-income housing, re-
sisting doing things to make the communities more diverse. Here,
we have two communities that are at the top of the list in doing
that. And I do not want to take the funds away that allow them
to do that.

I am prepared to look at tighter requirements on the use of those
funds, both statutorily and administratively. So I do not regard
these two things necessarily as in conflict. I think that they can be
harmonized.

And the final thing I would say is this. We are told “Well, after
all, we want to give more money to the lower income communities
so we have got to take the money away from the top communities.”

I congratulate anyone who advances that with a straight face. If
you look at the total amount of money that these relatively small
communities get, it would amount to very, very, very, very little if
it was spread around.

I do think we should be spending more money on the lower in-
come people. But my own view is that the people in the lower in-
come areas are, at this point, in far graver danger from a number
of social and other kinds of ills than they are of being hit by a mis-
sile from North Korea.

So if we are looking for a source of funds better to support these
important community services, I have other places to look than
communities that are trying hard to promote diversity within
themselves.

Thank you, Madam Chairwoman.

Chairwoman KeLLY. Thank you, Mr. Frank.

Mr. Miller.
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Mr. MiLLER. Thank you, Madam Chairwoman. I would like to as-
sociate my comments with yours, Mr. Frank and the Chairwoman.
You have hit on issues that are very concerning for me.

I was a former Mayor of the city of Diamond Bar. And it was a
new city. And from the outside, it might appear to be a fairly pros-
perous community, but it is a low tax community too, because it
is a newer one. So the revenues to that city were very low com-
pared to some of the cities that might seen less affluent, because
they are older cities and they receive a higher tax generation.

Yet, I look at what Diamond Bar does with their funds on Meals
for Wheels and childcare through the YMCAs and other functions
that really benefit people who are in need. And I am concerned if
we throw the baby out with the bath water here by just taking a
generic look from the outside—this community needs it; this one
does not—yet not looking inwardly at the funds the cities actually
have and what they do with those funds, especially to benefit
CDBG funds to those communities and people who need people,
Whe];her it be seniors, children or just people who are struggling to
get by.

So I am interested in having this hearing, listening to the testi-
mony and hearing what your proposal might be.

I yield back the balance of my time.

Chairwoman KeLLY. Thank you, Mr. Miller.

Mrs. Jones.

Mrs. JONES. I am just coming from one hearing to another. I am
just glad to be here. I am looking forward to the testimony. The
Community Development Block Grants are very important to my
community in the development of opportunities for affordable hous-
ing.

Thank you very much.

Chairwoman KeLLY. Thank you.

Mr. Grucci.

Mr. Gruccl. Thank you, Madam Chairwoman. I have a prepared
statement that I will asked to be submitted into the record. Allow
me to associate myself with the remarks that are being made here
today.

I was a town supervisor. And for those who do not understand
what that is, it was tantamount to being the mayor of a small city.
My town was 450,000 people strong.

And while it may have an appearance of being an affluent area,
there are many pockets of poverty throughout the town who bene-
fited from the Community Development Block Grant program. And
in fact, every time the Federal Government would cut it back and
less money would come into those areas, the less we could do.

I always looked at this program as the conscience of Government,
where we were able to do those things for people who really and
truly needed the help—whether it was youth programs, youth
interventions, whether it was to help the elderly with Meals on
Wheels, whether it was to do things to improve the quality of life
in communities that had been forgotten for many a year, whether
that was to improve a park or put a pool into an area that allowed
people to enjoy a quality of life. Everyone in America should be
able to enjoy the riches and the beauty of this country and be able
to know that their Government is there to help and support them.
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I support the concept of taking money and putting it where it can
do the most good. I am a little apprehensive about how this pro-
gram is going to be implemented. I see that the Chairwoman’s dis-
trict is one of those districts that have been targeted. I am fearful
that the county I represent may be another one, because it does
have the pockets of affluence in it that could have a detrimental
effect on the computations of whether or not it should or should not
receive the funds.

I can assure you that, without the Community Development
Block Grant funds, many people will not have the help that Gov-
ernment ought to provide for those who are less fortunate.

And so, Madam Chairwoman, I appreciate the opportunity to be
here at this hearing. And I am eager to hear the testimony of the
esteemed panel. Thank you.

Chairwoman KELLY. Thank you very much, Mr. Grucci.

Mr. Clay.

Mr. Cray. Thank you, Madam Chairwoman. I too am eager to
hear from this esteemed panel. I am really interested in the pro-
posed legislation that Ms. Meek is proposing because, representing
the city of St. Louis, I know of projects that have gone to higher
income neighborhoods, to light bridges.

And I do not think that was the original intent of the CDBG pro-
grams and would like to tighten the rules and regulations. And
hopefully, that is what her bill proposes to do.

I am also interested in hearing from Mr. Shays in coming up
with another way to reward those communities that spend funds
in accordance with the letter of the law. So I will stop there and
look forward to this panel’s testimony.

Chairwoman KELLY. Thank you very much, Mr. Clay.

Ms. Lee.

Ms. LEE. Thank you very much, Madam Chairwoman. I look for-
ward to hearing the testimony from the panel. I think it is very im-
portant, at least for some of us, to look to be sure that Community
Development Block Grants are really benefiting those that I
thought it was intended to help, and that is low- and moderate-in-
come communities.

It is a pot of money. It is an instrument that we use very aggres-
sively to ensure not only housing, but economic development, which
creates jobs for those who need these types of jobs. So I just look
forward to the testimony.

Thank you very much for the hearing.

Chairwoman KELLY. Thank you very much.

I appreciate the statements from the panel members. I also
would like unanimous consent to insert into the record the state-
ment of Chairwoman Marge Roukema, Congressman Henry Wax-
man, Congressman Lincoln Diaz-Balart, the city of Palo Alto, Cali-
fornia and 22 other community letters that we have received on
this issue.

Mr. FRANK. Madam Chairwoman.

Chairwoman KELLY. Yes?

Mr. FRANK. May I also get unanimous consent? I know our col-
league, Mr. Waxman of California, has a statement. And there is
a statement submitted through Mr. Hoeffel of Pennsylvania for
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Lower Merion, Pennsylvania. So I would ask unanimous consent
that those and other statements on this be also part of the record.

Chairwoman KELLY. Yes, thank you. I had included Mr. Wax-
man. But I am glad we did it twice.

[Laughter.]

With that being said, we turn now to our first panel. We have
Honorable Christopher Shays from Connecticut, the Honorable
Carrie Meek from Florida and the Honorable Ileana Ros-Lehtinen
from Florida. We welcome the three of you.

We begin with Mr. Shays.

STATEMENT OF HON. CHRISTOPHER SHAYS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CONNECTICUT

Mr. SHAYS. Thank you, Chairwoman Kelly and Ranking Member
Frank. And thank you, other Members of this subcommittee. I am
impressed that you have such a large number of Members partici-
pating and appreciate it a great deal.

I am here to ask that you evaluate the CDBG based on how com-
munities spend their funds and to encourage you to reconsider the
Administration’s proposal to cut 50 percent of the CDBG funds
from the top one percent of the eligible communities. CDBG is the
largest source of Federal community development assistance to
State and local governments, as you know.

Frankly, I would add a third request that you increase the
amount from $4.3 billion and let it at least go up with the cost of
living. It is a very valuable program.

It is one of the most flexible and most successful programs the
Federal Government administers. And I would say to you that Mr.
Frank knows this in particular. My predecessor, Stewart McKin-
ney, was a strong believer in this program, a strong architect of it.
And I think we have seen tremendous good happen from it.

The Administration’s proposal includes, obviously, the rec-
ommendation to reduce the size of the grants for communities with
income two times the national average. But it begs the question:
many of those communities have three or four times the cost of liv-
ing.

As a Congress, we are committed to helping those in need and
those who are not in a position to help themselves. And I think the
message of this proposal is that those in need in communities of
wealth should not get the kinds of attention they need. For in-
stance, in one community impacted in my district, Greenwich, Con-
necticut, bordering your district, Ms. Lowey—excuse me, Ms. Kelly;
Ms. Lowey as well touches that district.

Greenwich has used this money for homeless shelters, for a food
bank, for drug liberation programs and for two youth homes. And
also, it has used this money for neighboring communities.

Chairwoman KELLY. Excuse me, Congressman Shays.

Mr. SHAYS. Sorry.

Chairwoman KELLY. Could you pull the microphone closer? We
are having a hard time hearing you up here.

Mr. SHAYS. Thank you very much. I am at a conclusion here.

[Laughter.]
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Let me then just be as wise as I can be and say I thought your
statement, Ms. Kelly, was awesome. I thought your statement, Mr.
Frank, was awesome. I totally concur with it.

And would just ask ultimately that we design a program based
on the merit of how the money is spent. And I can just tell you,
a wealthy community in my district, which gets some of these
funds—Greenwich—is spending this money on homeless shelters,
on food banks and so on and is spending a good chunk of it in the
surrounding areas where they have partnered.

And it has helped draw Greenwich into the rest of the area. And
this money has been spent well.

Where it is not spent well, then take it away.

[The prepared statement of Hon. Chris Shays can be found on
page XX in the appendix.]

Chairwoman KELLY. Thank you very much, Mr. Shays.

Mrs. Meek.

STATEMENT OF HON. CARRIE P. MEEK, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Mrs. MEEK. Thank you very much, Madam Chairwoman. And I
want to thank the Members of this subcommittee.

Chairwoman KELLY. Please get that microphone close to you.

Mrs. MEEK. Sorry.

Chairwoman KELLY. We do not have the new wonderful micro-
phones here. So you really have to get them pointed at you.

Mr. FRANK. And our ears are not so good either.

[Laughter.]

Chairwoman KELLY. Speak for yourself, Barney.

Mrs. MEEK. I am really grateful to the subcommittee for hearing
us today. And I really agree with everything I have heard so far
regarding Community Development Block Grant funds.

And I want to thank my colleague, Ileana Ros-Lehtinen. We are
almost like the gold dust twins. We go together in most of our pro-
grams to benefit the people of our area. And I must say that we
do fairly well—pretty well—in meeting those needs.

I do not need to lengthen this presentation by talking about the
needs of low- and moderate-income people. But I do not want you
to confuse the Administration’s proposal with this bill. They are
quite different, with two different concepts in mind.

We know that we have an affordable housing crisis. And each of
you has spoken to that.

But you must realize that Community Development Block Grant
funds follow the people, the lower income people. The real purpose
of the Community Development Block Grant funds. It does not
mean that high-income communities do not have low-income people
and do not have needs to that point.

But if you have distressed areas and you do have unemployment
in your areas and you have deteriorating areas, urban and rural
as well, that is why it is so important that we ensure that the
funds are used for the intended purpose of helping low- and mod-
erate-income.

Since 1974, this has been going on. It is a very good program.
It is a flexible source of Federal funds.
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You know, it is not revenue sharing. All people like me remem-
ber the revenue sharing program. This is not revenue sharing. It
is not meant simply to redistribute money from the Federal Gov-
ernments to the States and local government for any purposes
whatsoever.

Rather, the primary purpose of the CDBG program is to build
housing, to provide safe, healthy housing for people who cannot af-
ford market rents. It is meant to provide economic development
and jobs. I do not need to tell this subcommittee this. You know
more about this than I do.

I introduced this bill because I am very concerned that, while
many jurisdictions—and I must underline, Chris, many jurisdic-
tions—comply with both the spirit and the letter of the CDBG law,
many other jurisdictions are using CDBG funds for purposes far re-
moved from CDBG’s intended goal, to principally—and I must em-
phasize to principally—benefit low- and moderate-income persons.

At a time when community development corporations, individ-
uals and other agencies are focusing on trying to develop these
poorer neighborhoods, they are inadequately funded. Jurisdictions
should not use their poor neighborhoods to justify and obtain
CDBG funding, but then use these funds in their wealthier neigh-
borhoods. That is not the intent of the CDBG legislation.

Many of you may be familiar with recent reports of CDBG funds
being used to develop United States Post Office facilities, to repair
airport runways, renovate museums, build sports arenas and pour
miles of concrete in many jurisdictions. These may well be wonder-
ful projects. But they are not projects that should be funded
through CDBG.

It is time to do a better job to manage these scarce CDBG funds.
My bill, H.R. 1191, would seek to amend the statute to reflect and
to solve some of these problems and to go back to the original in-
tent of the law by focusing the grant program on low- and mod-
erate-income. It is sponsored by 59 Members of Congress who want
to see more of their monies used for low-income Americans.

And then, as a just cause, Madam Chairlady, let me highlight
some of the provisions of H.R. 1191. It would require grantees to
spend at least 80 percent of their CDBG funds to directly benefit
low- and moderate-income people, instead of the current 70 percent
threshold. That gives you a little bit better target than the 70 per-
cent.

My bill would require grantees to spend at least 40 percent of
CDBG funds to directly benefit low-income persons, those with in-
comes between 30 percent and 50 percent of the median income.
These are the people who are really low-income people. And they
need these funds.

Currently, there is no mechanism that HUD uses to prevent ju-
risdictions from spending all or most of their CDBG monies for
households at the relatively high income of 80 percent of the area
median income. Now I go way back with HUD to some of the peo-
ple who really, really put all of these things in. As they say in my
district “back in the day.” And they have never really, really, really
had an accountable way of measuring how CDBG monies are spent.

Finally, my bill would require proportional accounting so that
CDBG guarantees would calculate the benefits to low- and mod-
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erate-income people by using the actual percentage of lower income
persons residing in the census tracts that would be served by the
grant. And that highlights what some Members of this sub-
committee have already indicated.

The reason that many jurisdictions can claim that over 90 per-
cent of their expenditures benefit low- and moderate-income is be-
cause currently, CDBG law allows 100 percent of the money spent
on non-housing activities to count as benefiting lower income peo-
ple only if 51 percent of the beneficiaries are low- and moderate-
income. So you see that broad umbrella that is there.

For an example, if a jurisdiction spends $500,000 on a road im-
provement in a census tract where 51 percent of the households are
low- or moderate-income, that jurisdiction can report to HUD that
all $500,000 of that spending benefits low- and moderate-income

eople, rather than a proportionate amount of $255,000, which is

500,000 times the 51 percent of the population of lower income.
This lack of proportionate treatment inflates the benefit report by
49 percent.

So it just tells you that the benefit inflation is well documented.
In a 1993 audit of the HUD, the Inspector General reviewed CDBG
expenditures of 18 grantees and found that HUD’s low- and mod-
erate-income claims were significantly overstated. The audit shows
that when proportionate accounting was used, the actual benefits
to low- and moderate-income individuals were approximately 65
percent for the individual grantees, even though HUD continuously
reported the annual percentage of low- and moderate-income bene-
fits as exceeding 90 percent.

Madam Chairlady and Members of the subcommittee, propor-
tional accounting in the CDBG program is badly needed. And it
will bring out many of the things which each of you has indicated,
that the money will follow the need.

Counting all of the CDBG dollars spent on an activity as bene-
fiting lower income persons when it is known that a substantial
portion of those benefiting from the activity are higher income per-
sons is just plain wrong. The absence of proportional accounting
greatly exaggerates the CDBG program’s achievements in serving
low- and moderate-income.

The reforms included in my bill, H.R. 1191, have been around for
some time. As I said, I have been around. Starting out with Jack
Kemp, who was probably the guru of housing, under the first Bush
Administration, tried to pass these provisions into law.

These changes to the CDBG program raise the fundamental
issue of fairness. The Federal resources

Chairwoman KeLLY. Ms. Meek.

Mrs. MEEK. I could put the rest in the record.

Chairwoman KELLY. Could you do that?

Mrs. MEEK. I know I am going on and on. But I just wanted the
subcommittee to understand that this concept is quite different
from the one that has been presented by the current Administra-
tion. It is one that is asking for a proportional accounting so that
low- and moderate-income people, that the money will follow where
they are.

Thank you very much, Madam Chairwoman.
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[The prepared statement of Hon. Carrie P. Meek can be found on
page XX in the appendix.]

Chairwoman KELLY. We thank you. We also know that——

Mrs. MEEK. I also forgot to put in the record

Chairwoman KELLY. With unanimous consent, we will insert
your statement in the record.

Mrs. MEEK. Thank you, ma’am.

Chairwoman KELLY. I also know you have family that live in my
district.

Mrs. MEEK. That is true.

Chairwoman KELLY. So you know how hard Westchester County
is.

Mrs. MEEK. You better be good to me, Madam Chairlady.

[Laughter.]

Chairwoman KELLY. You know how hard we are going to get hit
if Westchester County has to take this on the chin, because you
have been all over my district. I know that.

So I really appreciate your presence and your testimony here
today. And we will include that with unanimous consent.

Mrs. MEEK. And I want to be excused. I have a hearing. Thank
you.

Chairwoman KELLY. We turn now to Ms. Ros-Lehtinen.

STATEMENT OF HON. ILEANA ROS-LEHTINEN, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF FLORIDA

Ms. Ros-LEHTINEN. Very few people, Madam Chairwoman, are
able to get Carrie Meek to stop talking. So I congratulate you.

[Laughter.]

We have never done it in the Florida House and in the Florida
Eeﬁiate. It is the first time I have ever seen it. What a sight to be-

old.

But thank you so much. I am here to testify on behalf of my very
good friend, Congresswoman Carrie Meek, on her bill, H.R. 1191,
the Community Development Block Grant Renewal Act. As you
know, this Act concerns one of the most significant sources of Fed-
eral funding for housing, economic development, job creation and
community revitalization.

The Community Development Block Grant Renewal Act would
target funds to low- and moderate-income communities by pro-
viding affordable housing, suitable living environment and expand-
ing economic opportunities. The CDBG—it sounds like one of the
clubs in my South Beach District. Not that I have ever been there,
but I hear it gets really good about 3:00 in the morning.

Mr. FrRANK. I think that one closed.

[Laughter.]

Ms. Ros-LEHTINEN. That one closed. You know, they close. They
open. You know? I do not know, I heard you were the one respon-
sible for closing it down, but I do not know.

[Laughter.]

But it was originally established as Title I of the Housing and
Development Act of 1974. The Act served to improve communities
by providing State and local governments with an elastic source of
money to use for the benefit of low- and moderate-income commu-
nities. Title I assured that, at minimum, 70 percent of the allocated
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funds would be used for those people earning low- and moderate-
incomes.

H.R. 1191 looks to improve the “Primary Objective” of CDBG to
ensure that at least 80 percent of such funds go directly to aid
those individuals and their families. The Act specifies even further
that at least, as has been testified before, 40 percent of the appro-
priated money is earmarked for people of lower income. And this
“Primary Objective” will help bring needed aid to a suffering hous-
ing industry and will help fill the gaps of the current law.

H.R. 1191 also enables the CDBG to give monies to non-profit or-
ganizations whose sole purpose is to help low- and moderate-in-
come people. This non-profit funding will promote greater public
participation and will provide a better forum to monitor the use of
CDBG funds. According to H.R. 1191, any business which receives
funds from CDBG still has to make sure that at least 51 percent
of any new or retained jobs would target lower income people.

It has strong support from several groups, such as the National
Council of La Raza, the National Low Income Housing Coalition,
the National Alliance to End Homelessness and our Miami-Dade
Board of County Commissioners. I would like to encourage all of
our colleagues to please support H.R. 1191, the Community Devel-
opment Block Grant Renewal Act, and help end the current hous-
ing crisis that so many of our communities are suffering.

So thank you very much, Madam Chairwoman. And I ask to
have it be entered in the record.

Thank you.

[The prepared statement of Hon. Ileana Ros-Lehtinen can be
found on page XX in the appendix.]

Chairwoman KErLLY. We thank you very much, Ms. Ros-
Lehtinen.

I have no questions of this panel.

Mr. FRANK. Just one point to reinforce what I hope is going to
be a consensus here, which is rather than exclude particular com-
munities, the answer is, for us, both statutorily perhaps and cer-
tainly administratively, to do a better job of enforcing the low-mod-
erate requirement for every community. And I think we can all
work together on that.

Chairwoman KELLY. That is right.

Mrs. MEEK. Thank you very much.

Ms. Ros-LEHTINEN. Thank you very much.

Chairwoman KELLY. We thank you very much for appearing.
This first panel is excused. We now will seat the second panel.

The chair notes that some Members may have additional ques-
tions and may wish to submit those in writing of this panel. So
without objection, the hearing record will remain open for 30 days
for Members to submit written questions to the witnesses and
place their responses in the record.

We thank the panel for appearing with us today. We thank the
second panel.

On our second panel today is Mr. Roy Bernardi. He currently
serves as the HUD Assistant Secretary for Community Planning
and Development. Prior to this, Mr. Bernardi served two terms as
Mayor of Syracuse, New York, the first Republican to serve in that
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position in 24 years. Previous to being elected in 1993, he served
five terms as Syracuse City Auditor.

We welcome you, Mr. Bernardi. And we look forward to your tes-
timony. Please proceed.

STATEMENT OF HON. ROY A. BERNARDI, ASSISTANT SEC-
RETARY, OFFICE OF COMMUNITY PLANNING AND DEVELOP-
MENT, U.S. DEPARTMENT OF HOUSING AND URBAN DEVEL-
OPMENT

Mr. BERNARDI. Well, thank you, Madam Chairwoman. Good
morning, Ranking Minority Leader Frank, Members of the sub-
committee. My name is Roy Bernardi. I am Assistant Secretary for
Community Planning and Development at the Department of
Housing and Urban Development.

And I have with me today two members of my staff. To my left
is Deputy Assistant Secretary Nelson Bregon, who directs grants
programs. And to my right is Dick Kennedy, who is the Director
of the Office of Block Grant Assistance in our Department and has
great institutional knowledge.

On behalf of Secretary Martinez, I want to extend our commit-
ment to work with you to improve the effectiveness of the Commu-
nity Development Block Grant program and to ensure that Amer-
ica’s neediest communities receive adequate Federal resources to
meet the local development needs. We are certainly appreciative of
the additional $95 million proposed for the Department’s CDBG
formula programs for fiscal year 2003.

The increased funding will provide for larger allocations to our
grantees and result in more assistance being made available to
those that are most in need. These communities have fewer re-
sources for addressing housing, community and economic develop-
ment needs and are consequently in greater need of Federal finan-
cial assistance.

The lowest income residents of these communities deserve to
share in Congress’ vision of viable urban communities. The CDBG
program, authorized by the Housing and Community Development
Act of 1974, as amended, is one of the most successful Government
aid programs to have ever been created. A testimony to this success
is the longevity of the program and how it has adjusted over the
years in response to changes in public policy over the nearly 28
years since its inception.

The CDBG program remains one of the most flexible local tools
for revitalizing neighborhoods and encouraging economic develop-
ment. Since its inception, the CDBG program has provided approxi-
mately $100 billion to our Nation’s cities, towns, counties and
States, so they may undertake a wide range of activities that are
locally determined.

The imprint of the CDBG program can be seen in nearly every
jurisdiction of this great country of ours. As a former mayor and
municipal worker, I can attest to the significance of the CDBG pro-
gram. Each and every year, when Syracuse received its grant—
when I talk about flexibility and when I talk about local determina-
tion, that is the beauty of the program. And I was just very proud,
each and every year, to utilize those dollars to help the people that
were most in need.
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Immediately prior to accepting my current position at HUD, as
Madam Chair indicated, I served as the Mayor of Syracuse, New
York. And that provided me firsthand knowledge of the usefulness
of the CDBG program as a tool for housing and economic develop-
ment, and to providing a better quality of life for our people.

More than that, however, was the appreciation I developed for
the devolution of this wonderful Federal program back to the com-
munity level. I also appreciate the insightfulness of the designers
of this program in recognizing the basic truth that people know
what their needs are better than Government officials. I was also
old enough to remember revenue sharing, and I think this program
provides more opportunity for people in every jurisdiction.

As Mayor, I often interacted with other mayors and officials on
issues related to community development and the dwindling avail-
ability of resources. The CDBG program, however, has remained
one of the most useful and dependable sources of funding for mu-
nicipalities.

In fact, our proposed reduction—not elimination—of funding to
the more fortunate communities will still provide those commu-
nities with a steady annual funding stream, albeit it at a lower
level. There are currently 865 cities and 158 counties entitled to re-
ceive CDBG funds directly from HUD. These are entitlement com-
munities.

In addition, 49 States and the Commonwealth of Puerto Rico
award more than 3,000 grants to smaller cities and counties from
CDBG funds allocated to the State by HUD each year. Those are
all non-entitlement communities, the smaller cities and rural
areas.

I am very pleased to say we cover the entire spectrum of the
country. HUD also administers CDBG funds to Hawaii’s three non-
entitlement counties.

Within this vast number of grantees exist a wide variety of re-
cipients. Some are quite wealthy, especially when compared with
the poorest grantees. It is therefore quite understandable that calls
would be made to reevaluate the method of allocating the limited
resources of the CDBG program.

The continually increasing number of grant recipients has re-
sulted in CDBG funds being stretched further and further with, in
some localities, a continually increasing number of grand recipi-
ents. This has resulted in some localities, a lessening of the impact
CDBG dollars can have on local housing, neighborhood develop-
ment, public facilities, economic development and the provision of
social services.

Even though the CDBG formula funding has grown 11 percent
since 1980, many large cities have seen a decrease in their CDBG
funds, while some of their wealthier suburbs have received in-
creased funding. For example, New York City’s 2002 CDBG grant
was 16 percent less than its 1980 grant, while over this same time
period, Greenwich, Connecticut’s CDBG funding increased 43 per-
cent and Westchester County’s increased 51 percent.

Likewise, Boston’s funding decreased five percent, while Newton,
Massachusetts’ CDBG funding increased 11 percent over the same
period of time. Even some distressed cities have seen substantial
decreases in their CDBG funding over the past 20 years. St. Louis
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and Cleveland, each with per capita income less than three-fourths
of the national average, receive 21 percent less CDBG dollars today
than they did in 1980.

This proposal represents a small, but important step in re-
directing CDBG dollars from areas with sufficient fiscal capacity to
meet their housing and community development needs, to those
communities with greater needs and fewer resources. While the
CDBG program may be heralded as the dependable flagship of Fed-
eral financial resources, the Department clearly recognizes that
current economic realities require at least some rethinking of how
we do business.

The Department supports targeting of CDBG funds to provide as-
sistance to lower income persons to the greatest extent permissible
under the Housing and Community Development Act of 1974.

H.R. 1191, a bill introduced to amend this Act, proposes a fairly
stringent targeting of CDBG funds in an effort to assure that the
needs of the lowest income communities are met. With respect to
H.R. 1191, it would be premature for the Department to respond
to this bill at this time, since it has not yet been voted out of com-
mittee.

We recognize that there is some concern with this bill because
while it will demand more targeting, it will significantly limit, for
many communities, the very flexibility that has been the corner-
stone of the CDBG program. In addition, the Department was
asked by Congress to submit a study of the targeting of CDBG
funds and HUD’s administrative oversight of the program.

This study was delivered to the House Committee on Appropria-
tions yesterday, and emphasizes three things. First, targeting of
CDBG funds is accomplished by the formulas used in determining
allocations. Second, the program requires that 70 percent of a
grantee’s CDBG funds principally benefit low- and moderate-in-
come persons. And third, activities identified as principally bene-
fiting persons of low- and moderate-income generally assist persons
of whom at least 51 percent are low- and moderate-income.

Chairwoman KeLLY. Mr. Bernardi.

Mr. BERNARDI. Yes.

Chairwoman KEeLLY. The lights here indicate your testimony
time. And you have gone well over the 5-minute allocation. If you
could sum up, please know that your written testimony is included
in the record. It is a matter of our record. So we have the written
testimony and we are interested in having you sum up.

Mr. BERNARDI. Madam Chair, I will be happy to do that.

Chairwoman KELLY. Sorry for interrupting you.

Mr. BERNARDI. I feel very strongly that the written testimony
will answer the questions that you are possibly going to have.

In closing, the Administration looked long and hard at ways in
which we can provide additional dollars to the most needy people
in our country. As a matter of fact, when it comes to providing
CDBG funds, we are doing better than the 70 percent that is statu-
torily required. We are at 84 percent.

I think that the program works well. The flexibility of the pro-
gram is very important.

Right now, from the 1990 census, the population numbers and
growth lag have been entered into the formula for the 2003 year.



15

However, poverty and overcrowding and pre-1940 housing data will
not be available until the summer or fall of this year.

And so the formula will be changed. We will be conducting a
study which will be completed at some time next year.

Also, we have a comprehensive plan. Today, there is a meeting
in Washington. We are taking a look at the overall comprehensive
plan, how to streamline it, make it more effective, and eliminate
some of the red tape that the communities go through. There were
two of these meetings held around the country.

And the meeting that is being held in Washington today includes
providers. It includes local government. It includes HUD officials
and institutions that deal with CDBG.

In closing, we are here to answer any questions that you may
have. I appreciate your time.

[The prepared statement of Hon. Roy A. Bernardi can be found
on page XX in the appendix.]

Chairwoman KeLLY. We thank you very much.

Mr. Bernardi, I have a question about that formula that you
were talking about. The fact that the Administration is proposing
a redirection of the CDBG money and you are talking about doing
a study and coming up with a comprehensive plan next year, it in-
dicates to me that you have a lack of confidence in the grant for-
mula that was created back in 1974.

Now I want to know why the Administration has not simply pro-
posed a new formula right now for Congress to consider that will
account for the new needs in our communities.

Mr. BERNARDI. Well, we feel the formula works very well. And
the formula is looked at in a constant way, especially after the cen-
sus numbers are in. The 2000 census numbers, including popu-
lation and the growth lag are in; however, poverty and pre-1940
housing have not yet come in from around the country.

That is when the formula is looked at. And then proposals are
made, in conjunction with yourselves, as to any changes that might
take place to improve the formula.

As you know, there are two formulas. There is a formula that
helps cities that are growing. There is also a second formula that
helps cities that have population lag and increased poverty.

Chairwoman KEeLLY. Well, I would beg to differ with you, sir. I
think when you lop off 50 percent of these communities, in these
communities, that is a formula problem. And I question the criteria
in the formula. And I think that it is time that we take a look at
the criteria that you are using in that formula and make sure that
the criteria actually are reflective of what is within the commu-
nities themselves.

And so perhaps Congress should be working with you in setting
the criteria for evaluating who gets the CDBG grants.

Mr. BERNARDI. Well, this is just a work in progress, Madam
Chairwoman. These communities are at two times the per capita
income, and we are talking about $17 million. And with a reduction
of 50 percent. And that money would go to other CDBG commu-
nities.

The fact of the matter is there are communities that are better
able, that have the capacity building, the organizations, and mem-
bers in the community that perhaps can assist more. There are
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other communities, communities that I visit when I travel this
country, the colonias for example, where people have absolutely
nothing.

Chairwoman KELLY. I understand what you are saying about the
fact that your assumption is that certain communities can better
handle their own things. And that is probably so, in some in-
stances. But I think where you have a blanket cut in some commu-
nities that perhaps are based on inappropriate criteria, it is time
to change the criteria.

We need to take a look at the criteria before you decide how you
set this formula. And I would look forward to working with you.
I am very concerned about that.

HUD’s identified projects that I think that they think, for in-
stance in Westchester County, should not have been funded. I
would like to know what you think they are. I would like to know
what criteria you used to identify those.

Mr. BERNARDI. Which projects are you referring to?

Chairwoman KELLY. I understand that there are certain projects
in the Westchester Urban County Consortium that you have de-
cided were inappropriate. I would like to know what you think they
are.

Mr. BERNARDI. I do not know the projects that you are referring
to, Madam Chair.

Chairwoman KELLY. Why are you cutting funding?

Mr. BERNARDI. Well, it is to provide funding to communities that
are more distressed than Westchester County.

Chairwoman KELLY. If they are inappropriate, sir. Why cut the
funding if they are doing their job?

Mr. BERNARDI. They are not inappropriate, Madam Chair. I have
not looked at Westchester in particular, but I am sure they are
used according to the statutory regulations and for the needs that
the CDBG program was established.

The fact of the matter is that we are looking at ways, together
with you, to perhaps redo the formula in a way which would pro-
vide monies. Our goal here is to take the very low- and moderate-
income people and to provide them with more services and a better
quality of life.

Chairwoman KELLY. Are you planning to send us legislation with
these proposed changes in the formula so that we can take a look
at what criteria you are using on the formula?

Mr. BERNARDI. To make any proposals on a formula change, we
have to wait until the statistics come in from the 2000 census. So
that will be approximately 2003, by the time we have the informa-
tion.

Chairwoman KELLY. So you have no intention of changing the
formula?

Mr. BERNARDI. No.

Chairwoman KELLY. Changing the criteria, until after this year?

Mr. BERNARDI. That is correct.

Chairwoman KeLLY. Until next year. Why not?

Mr. BERNARDI. The formula has been changed already.

Chairwoman KELLY. Why are you proposing these changes? With
the 50 percent cut?

Mr. BERNARDI. It is a 50 percent reduction.
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Chairwoman KEeLLY. Yes, why? Why are you proposing that if
you do not even have the statistics to back up what you are saying?
I do not mean to put you in the hot seat here, but we need to work
together if we are going to be efficient and get that money to the
people who need it.

Mr. BERNARDI. Those statistics could change with additional in-
formation. Westchester County may not be in the top nine.

Chairwoman KELLY. But you are not sure. That is precisely my
point.

Mr. BERNARDI. There is a starting point. This is a proposal.
There is a starting point.

Chairwoman KELLY. It is a starting point? I think that for you
to cut 50 percent from these communities, without having—coming
here and being able to speak to us with the criteria that you have
used, show us what criteria and talk to us about the appropriate-
ness of this formula.

Mr. BERNARDI. Well, the criteria is two times the per capita in-
come.

Chairwoman KELLY. It is not just Westchester County that has
been cut. That is why these other people were here. That is why
these women were here from Florida and that is why Mr. Shays
was here. Mr. Frank has somebody that is being cut in his area.

Westchester happens to be the only county. You have cut an en-
tire county with Westchester County.

My concern is that these people have been cut and you are sit-
ting here telling me that you are not comfortable with the formula,
because you are going to study it and come up with something you
feel is more appropriate.

Mr. BERNARDI. The entire formula.

Chairwoman KELLY. But then if the entire formula is being ap-
plied to these areas that have been cut, why are you applying it
this way now? Why not wait and do what you have done before?

Mr. BERNARDI. When we have all of the information in from the
census, the proposal will be ready to implement, in conjunction
with this subcommittee and Members of Congress.

Chairwoman KELLY. My time is over. I have several other ques-
tions. If we have a second round, I will ask those questions. In the
meantime, I want you to know that I am going to submit to you
a group of questions in writing. And I am going to hold this hear-
ing record open for 30 days so that we can get those answers and
put them in the record, sir.

Mr. BERNARDI. Sure. Be happy to respond to your questions.

Chairwoman KELLY. Mr. Frank.

Mr. FRANK. Mr. Secretary, first, I was kind of struck by a rare,
if you will accept this, example of deference by the Administration
to the Congress. With regard to H.R. 1191, if I heard you correctly,
you said it would be, quote: “premature”—to comment, because the
bill has not yet been voted on by committee.

Is that a new Administration policy, that you are not going to
comment on legislation until the committees have acted? I would
welcome that.

[Laughter.]

Do I accurately understand you, sir?

Mr. BERNARDI. Well, that is an OMB policy.
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Mr. FRANK. That you are not to comment?

Mr. BERNARDI. Well, I can comment on it. But until we have the
particulars of the bill, it would be premature to make those com-
ments.

Mr. FRANK. So in other words, until—no, you did not say the par-
ticulars of the bill. Particulars of the bill have, in fact, existed be-
fore the committee process. Is this HUD policy now that you are
not going to comment on legislation until it has been voted on by
committee?

Mr. BERNARDI. Well, OMB would prefer that I not comment on
that legislation.

Mr. FRANK. A lot of people would prefer a lot of things.

Mr. BERNARDI. Well, I follow the company line.

Mr. FRANK. My question is: is this now HUD policy? Can we ex-
pect that there will be no HUD comment on pending legislation
until it has been voted out of committee?

Mr. BERNARDI. I can only speak for myself, sir.

Mr. FRANK. OK. Let me suggest, Mr. Secretary, that what we
have got here is a duck on a controversial issue. And it is particu-
larly troublesome to me for this reason.

You say in your testimony that cities like St. Louis and Boston
have lost money because of the formula. But you are not yet pro-
posing any change in the formula, which is what caused them to
lose money. Correct?

I mean, the money that Boston, St. Louis, the other communities
lost, they lost that because of the existing formula. Is that correct?

Mr. BERNARDI. Yes.

Mr. FrRaNK. OK. And you are proposing, as of this point, no
changes in that formula?

Mr. BERNARDI. The census tract takes population into consider-
ation. Each year, the formula changes based on population.

Mr. FRANK. Did they lose money because of population shifts, do
you think?

Mr. BERNARDI. In some instances, they did lose money because
of population shifts.

Mr. FRANK. Frankly, I think you gave a somewhat contrary sug-
gestion here because the suggestion was that they were losing
money because other communities were gaining the money, the
wealthier communities. That is the juxtaposition.

The total amount of money that would be saved by your proposal
to knock off the communities at two times and above is how much
money?

Mr. BERNARDI. It is $17 million.

Mr. FRANK. No, the total amount saved.

Mr. BERNARDI. About $8.6 million.

Mr. FRANK. $8.6 million. The total CDBG appropriation for this
year will be what?

Mr. BERNARDI. $4.4 billion.

Mr. FRANK. So you are going to alleviate some of these problems
by applying $8.6 million to a total of $4.4 billion. By my arithmetic,
that is .05 percent. I have never seen

Mr. BERNARDI. It is a little less than that.

Mr. FRANK. wielded as a weapon before in the battle against
poverty. But that is what you are doing.
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[Laughter.]

In fact, having resolved .05 percent of this problem, have you any
proposals to do the rest? I mean, you make a good point. Boston
should not be losing money. Cleveland should not be losing money.
St. Louis should not be losing money.

And you are going to give them .05 percent of that back. You got
any ideas for the other 99.95 percent? Or do we have to wait until
the committee acts before you can comment? Would it be pre-
mature for you to comment, in other words?

Mr. BERNARDI. When all of the census information is in and the
formula is looked at again, in conjunction with all of the Members
here, I am sure there will be proposals in how the formula should
be changed.

Mr. FRANK. OK, so then in other words, we should tell the nine
communities that are now on the list that they are only the early
ones? Because if you are going to hold the amount constant, you
are going to have to take money away from other communities as
well. Is that correct?

Mr. BERNARDI. There is a limited amount of dollars that are
going to be available, Congressman.

Mr. FRANK. So you contemplate, once you get the census and you
change the formula, do you contemplate taking money way from
other communities that are maybe at 1.8 times the median or 1.7,
to make up for these problems with Boston and St. Louis?

Mr. BERNARDI. The extra $95 million that is proposed for this
year is welcomed. There are additional monies that are always
needed for many programs. But dealing with reality and what we
have to deal with and what our charge is and what Secretary
Martinez

Mr. FRANK. My guess

Mr. BERNARDI. No, can I finish please?

Mr. FRANK. At this point, it looks to me like the thing you la-
ment, the lack, the loss of money for some of these big cities, is
going to be unchanged, certainly for this year. Correct?

Mr. BERNARDI. I am sorry. Could you please repeat the question?

Mr. FRANK. You have talked about how Boston has lost money
and St. Louis has lost money. And I know they appreciate your
sympathy. But can they expect to get any more than your sym-
pathy in the current year?

Mr. BERNARDI. No.

Mr. FRANK. In the 2003 budget? Boston and St. Louis and the
others?

Mr. BERNARDI. Depending on the formula. The formula that they
utilize, whether it is formula A or formula

Mr. FrRANK. Do you contemplate that they will be getting any of
that cost back in the next fiscal year?

Mr. BERNARDI. No. The answer is no.

Mr. FRANK. OK. Frankly, I am a little troubled that you invoke
their plight on behalf of your proposal to knock out these other
communities but now acknowledge to me that that is all they are
is kind of props, frankly, in the effort.

Mr. BERNARDI. I think it shows a comparison of communities
that have benefited to those that have not.
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Mr. FRANK. It does. But it also shows that you are not going to
do anything about it. And I think it is an inappropriate invocation
of their plight when you are going to wind up with $8 million.

Last question I have is this: with regard to the communities you
are going after, I would think——

Mr. BERNARDI. Congressman, we are not going after anyone real-
ly. It is a proposal.

Mr. FRANK. Well, the communities who will lose funding as a re-
sult of your beneficent actions. It would seem to me—and I would
just recommend this to you and then I have one other question that
I would ask for in writing—that what is relevant is not simply the
overall income, but the distribution within the communities. Cer-
tainly, the Federal Government is not suggesting that a community
which has a large number of wealthy people and a large number
of poor people should be one in which the wealthy people are indi-
vidually taxed locally to pay for certain kinds of services.

So if you were going to try and reallocate, I would urge you to
take in a formula. And statistical techniques can do this. You do
not simply look at the overall amount. A community in which ev-
erybody is making $70,000 probably needs the money less than a
community in which a number of people are making $150,000, but
a number are making $30,000 and $20,000.

In other words, even on your own terms, this is simplistic beyond
what we ought to be doing. You need to take some kind of matrix
approach.

Last point I would make is this. And I am touched by your con-
cern for the failure of the funds to reach the intended recipients.

You have been Assistant Secretary for how long, Mr. Bernardi?

Mr. BERNARDI. Eight months.

Mr. FRANK. During that period—and, in fact, during the 14
months of this Administration—would you submit in writing exam-
ples of interventions by HUD against inappropriate uses of CDBG
funds by recipient communities? That is, how many cases have you
found in which money was not being spent appropriately? It was
being spent other than

And in general, if you could give us a record of your enforcement
of the low- and moderate-income requirements, I would be pleased.

Thank you for your indulgence, Madam Chairwoman.

Chairwoman KEeLLY. Thank you, Mr. Frank.

Mr. Grucci.

Mr. Gruccl. Thank you, Madam Chair.

Mr. Bernardi, welcome. Good morning.

If I am correct in what I thought I heard, that there is going to
be a 50 percent reduction in the CDBG funds. Did I hear that cor-
rectly?

Mr. BERNARDI. On the nine communities in question, yes.

Mr. Gruccl. Low-income and moderate areas, low-income to
moderate communities that are adjacent to, in picking up from
what Mr. Frank was saying, let me give you an example. In the
district that I represent, I have a very affluent area known as the
Hamptons. South Hampton, East Hampton, they have very
wealthy areas, million dollar homes, multimillion dollar homes
along the oceanfront.
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Go about six blocks away from the oceanfront and there are peo-
ple struggling, who are living in what would be considered poverty.
They are struggling to make ends meet because the high cost of liv-
ing in that region causes the prices of houses to go up. The taxes
are hurting people. And one thing after another.

These areas should not be punished as a result of living next to
a community that has been blessed with affluence. And I see that
is what is going to take place.

And I said in my opening statement that as a supervisor, you un-
derstand this. That Community Development Block Grant money,
when it comes into your town or into your city, was enabling us to
do some great things for the people who were the least fortunate.

In infrastructure, it helped us to build the roads, the drainage,
the signage in communities where people did not even have signs
up on their blocks that tell law enforcement or emergency vehicles
what street they were coming down. Bringing fresh, clean water
into areas that had been polluted.

It built parks and it built ball fields and it built pools, as well
as the teen crisis centers and senior centers, as well as programs
like the teen pregnancy program, the battered women programs
and nutritional program centers. And the list just keeps going on.

If these communities are going to lose their money simply be-
cause they are fortunate—or misfortunate—enough to be in a cen-
sus tract that would demonstrate that that area is affluent, where
are they supposed to get their money from? Where are they going
to get their help?

The local government—and I do not know about the finances of
Syracuse, but I can tell you that the local finances of our local gov-
ernments are the least capable of helping these people. They have
the least amount of resources. And county governments are already
being besieged with burdens of mandated programs coming down
upon them. They cannot keep up with the mandates.

Are these people to just fall by the boards because they have the
misfortune of living next to an affluent community? How do they
get the help?

Mr. BERNARDI. Congressman, communities that have a signifi-
cant number of affluent people, as I mentioned earlier in my state-
ment, have the capacity, have the wherewithal, if you will, the
technical assistance. You look at city governments, town govern-
ments and county governments.

In certain areas, obviously, there are more people. There are
more people who do the work. There are more resources.

And this is just a proposal. We are not going to take any unilat-
eral action here on the part of HUD. Looking for ways, quite gen-
erally, to find ways in which we can help those that are less fortu-
nate, the people that you talked about, that live out on the water
in those mansions, in those other areas.

How can we provide them with additional assistance? That is the
proposal.

Mr. Gruccl. I would encourage you to do as much as we can. I
would encourage you to restore more money into the CDBG pro-
gram. Let’s do the things that that money can do.

I have watched as it has helped teenagers get a fresh start on
life. And I have also been there when the Federal Government has
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cut those programs and as a supervisor and a town board had to
make the decisions as to what programs could not get funded. And
we watched as programs that were helping the community fell by
the boards.

And there was no place for these people to get help. Instead of
looking to cut CDBG, I think we should be looking to increase it.
It is the conscience of Government that does the best for the people
who are least capable of helping themselves.

Mr. BERNARDI. Well, as I indicated, there is an appropriation of
$95 million more for the CDBG entitlement program, which is wel-
comed.

Mr. GRuccl. But if areas of the country that were once receiving
these funds—and I am not sure my county will be part of that
county cut that was talked about. We will know that when the new
census tract numbers come out and all the information comes out.

But the fact of the matter is, if it indeed does, and it has been
getting cut year after year as a result of whatever reasons HUD
has been cutting that money, people have been hurting and pro-
grams have been falling by the boards. And this money ought not
to be—we ought not to take from this program to find monies to
help balance budgets or to put things into perspective. This area
is where Government ought to shine its best.

And I would encourage you to do all that you can to not just put
$95 million in, but also to make sure that the areas that were re-
ceiving these funds are not asked to take a bigger cut and be asked
to make the sacrifice so that other areas of the country can be
helped. It would be wrong to ask the poor people of one region to
be impacted even further so that they can help poor people in other
areas.

And I yield back the remainder of my time.

Chairwoman KeLLY. Thank you, Mr. Grucci.

We go now to Mr. Clay.

Mr. Cray. Mr. Bernardi, in your testimony, you extolled the vir-
tues of benefits to a community of flexibility in the program. I
know, for instance, in St. Louis and in my neighborhood in par-
ticular, they have used CDBG funds to erect gates, close streets,
special lighting. I think that may be where the problem exists in
the program is that this flexibility allows communities like where
I live, which is probably one of the better parts of St. Louis, to use
those funds in a manner which I do not think they were initially
intended to be used for.

Don’t you see some areas where that flexibility could allow for
abuse in the program?

Mr. BERNARDI. Well, the eligible activities that are statutorily re-
quired between headquarters and the field offices and our integra-
tion disbursement information system, we do track how commu-
nities use that money and that they reach that 70 percent thresh-
old. And the average is even more than 70 percent. About 84 per-
cent of the dollars spent each year by the grantees, on an average,
go to benefit low- and moderate-income people.

But I am sure there are situations that occur where that money
could be utilized in a different way. But I think to take away that
flexibility, you would really hamper the local decision-making proc-
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ess. The decisions are made locally, as they should be, with the
community development boards in each locale.

Mr. CrAay. OK, what about what Representative Meek talked
about in her testimony, that the original intent is to build decent
and affordable housing? We know that home ownership creates
wealth. We know that.

Can you point to many instances in cities such as mine where
the dollars have actually gone toward building decent and afford-
able housing? Giving people the opportunity to own a home for the
first time?

What I know about in St. Louis City is that these funds have
gone to benefit supporters of the mayor and have not necessarily
gone to create housing. Of if they have created housing, it has been
substandard. I mean, can you point to instances where they have
actually gone to build affordable, decent housing?

Mr. BERNARDI. Mr. Kennedy indicates to me that St. Louis has
a very good record in housing and will be happy to get that infor-
mation to you.

Mr. CrAaY. Would you be willing to point that out?

Now also in your testimony, you point to the fact that St. Louis
and Cleveland, with per capita incomes less than three-fourths the
national average, received 21 percent less CDBG dollars today than
they did in 1980. Can you tell me what are the reasons for this?

Mr. BERNARDI. The population decrease.

Mr. CrAY. The population shift.

Mr. BERNARDI. Primarily. Yes, the shift.

Mr. CLAY. I know in St. Louis, that population has decreased.
However, what is left are that you have more and more poor. So
don’t you think maybe the formula may need to be tweaked in
order to address the increased amount of poor?

Mr. BERNARDL It is a very complex formula. But the fact is is
that the decrease or the shift in population primarily led to the re-
duction. But there are other factors as well, I am sure.

Mr. CrAY. The other factors are?

Mr. KENNEDY. If I could just comment generally that, with re-
spect to the formula changes, HUD simply cannot launch a study
of what is happening with the 2000 census data until we have all
the data in. We expect to have that in by the fall.

And then we can do a complete study that will look at the effects
of the 2000 census changes. And we expect those changes to be
fairly substantial.

We want to be able to present to Congress a thought out evalua-
tion of what those effects are and allow you to perhaps make some
suggestions regarding changes to improve the formula. Certainly,
that is a congressional activity. We want to be able to present the
facts to you, once we have the data in, with respect to the overall
formula.

Chairwoman KELLY. Excuse me, sir. But you are not a listed wit-
ness at this hearing.

Mr. KENNEDY. I am sorry.

Chairwoman KELLY. I would like to have you identify yourself for
the record, please.

Mr. KENNEDY. I apologize, Madam Chairwoman. My name is
Richard Kennedy. I am the Director of the Office of Block Grant
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Assistance. And I work for Assistant Secretary Bernardi and Mr.
Bregon. I apologize.

Mr. CLAY. In conclusion, Madam Chairwoman, let me also ask
that when you do give me that information on St. Louis housing,
would you also look at the fact that the fact that the funding was
used to build a convention center and hotel and tell me if that is
proper or not.

Mr. BERNARDI. That was economic development. Section 108
monies, I believe, were involved in that.

Mr. CrAY. But would you put that in writing?

Mr. BERNARDI. Of course.

Mr. CLAY. Thank you.

Chairwoman KeLLY. Thank you.

Ms. Lee.

Ms. LEE. Thank you, Madam Chair.

Mr. Secretary, let me just ask you about the proposed cut and
at least where the budget summary says you intend to put the rev-
enues that you receive from the cut. The comments indicated that
the savings would fund a regional initiative to enhance affordable
housing, economic opportunities in the colonias? Is that accurate,
in terms of where you intend to put the money?

And I just want to find out where these colonias are. It says they
are within 150 miles of the U.S.-Mexican border. And they lack in-
frastructure. And all the descriptions of what these colonias are.

The criteria and the lack of infrastructure appears to be already
late to qualify for existing funds. So why would you have to cut any
to put the money there? Why couldn’t you fund them with existing
funding?

Mr. BERNARDI. The money from the proposal would go back to
the formula for redistribution to the remaining entitlement commu-
nities. The colonias is 150 miles of area along the Texas-New Mex-
ico-California border, where there are communities that are really
not communities.

They are basically outside of the towns in that particular area.
They have tremendous poverty and no infrastructure.

The Secretary is very committed to putting together a proposal
to help those people. There is money earmarked for that purpose
that is separate from what we are talking about here. We have $16
million earmarked for that.

Ms. LEE. Is it coming from CDBG though?

Mr. BERNARDI. No.

Ms. LEE. At least the budget summary indicates that the savings
from, as a result of the cuts, would go to fund this regional initia-
tive. And I am just asking that because it seems to me that we
should fund that anyway.

Mr. BERNARDI. It will give us more room in the budget to have
the $16 million to help the colonias. But it is not coming from the
CDBG program.

Ms. LEE. It is not coming from the CDBG?

Mr. BERNARDI. No, that money will go back to be redistributed
amongst the remaining entitlement communities, as I understand
it.
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Ms. LEE. It is in your budget proposal, where it indicates that
the savings from this proposal, which we are talking about today,
would go to fund these colonias. Unless I am misreading.

Chairwoman KeELLY. Mr. Bernardi, what she is asking, I believe,
is for clarification, because in the proposal, while you talk about
it—in basically the information you sent out about what you are
proposing, you do not define the colonias. And it just says, actually
let me read from this: “The savings from this proposal will fund a
regional initiative to enhance the availability of affordable housing,
economic opportunity and infrastructure in the colonias.”

We do not know where that is. We do not have a definition of
that. And we are sitting here wondering why you are not talking
about things like the Appalachian region, the Mississippi Delta re-
gion. What is the colonias?

In other words, we need a geographic definition. That is what
she is asking.

Ms. LEE. And also, Madam Chairwoman, in addition to the geo-
graphic definition, what I am also asking is why can’t these com-
munities access CDBG funding now? And why do we have to estab-
lish a new pot of money for these communities?

Mr. BERNARDI. They are not entitlement communities. And with
the redistribution of the dollars, they would go to the remaining en-
titlement communities.

Communities within those States could provide assistance and
some already have. I know that the Texas legislature has passed
money to help the colonias.

Ms. LEE. OK. So then you are saying again—I need to clarify
this, as we move forward—you are saying this money, the proposed
cuts that you are presenting to us today do not go to fund, the sav-
ings do not go

Mr. BERNARDI. No. They go back to the formula and will be re-
distributed to the remaining entitlement communities.

Mr. FrRANK. If the gentlewoman would yield?

I think it is very clear. First of all, there appears to have been
a change from the budget proposal where it talked about putting
the money into the colonias. But I think what you have here is one
more effort to get some sympathy for this proposal by invoking a
very worthy, but legally, quite irrelevant issue.

Ms. LEE. Thank you very much, Mr. Frank.

Thank you, Madam Chair. I understand now. I get it.

Chairwoman KeLLY. Thank you.

Mr. Bernardi, we need a definition. And we need a geographic
definition, a better definition of what this is because you have not
defined it. And it is necessary if we are going to seriously
pursue——

Mr. BERNARDI. It is not part of the program and the reduction.
But I will get you the definition, all of you.

Chairwoman KeELLY. Thank you.

Mrs. Jones.

Mrs. JONES. Am I the last one?

Chairwoman KELLY. No, no.

Mrs. JONES. Let me pass.

Chairwoman KELLY. All right. Then we go to Ms. Waters.

Ms. WATERS. Thank you very much.
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I do not know, Mr. Bernardi, you have not been around here very
long maybe. You have not been doing this very long.

You have to understand that we decide to support efforts in var-
ious ways. For example, it would be very attractive—it would seem
very attractive—for me to accept the idea that you are doing some-
thing to give more money to the poorest areas of the country. It
would be easy for me to grab hold to that.

But I have learned to be very selective about doing that kind of
thing because we all define these needs in various ways at various
times. For example, when I look at your proposal where it says,
“Our 2003 budget proposes reducing the annual CDBG allocation
to the wealthiest one percent of eligible grantees.”

Now, I use that kind of language with tax cut when I talk about
who should be given a tax cut and who should not be given a tax
cut. And I say that the wealthiest people in this country should not
be given a tax cut.

But the Administration rejects that kind of thing. They believe
that the tax cut that they have given, that the wealthiest people
should benefit from it. So, on that occasion, we differ.

On this occasion, where you are using that same kind of argu-
ment, I differ with you because I have learned that once you give
somebody some money, you are not going to get it back. And when
you have, in this case, Republicans who come from wealthy commu-
nities who like this money and they are accepting this money and
they honestly believe that, despite the fact they have a wealthy
community, there are pockets in those communities that benefit.

And as was described, maybe even more when you have a com-
munity where you may have $150,000 incomes and pockets of
$30,000 incomes than where you have everybody getting $70,000.
So, you are going to lose that one.

And I think what we are all saying is this. And I use that argu-
ment too with Social Security. I am selective. And Social Security,
when they try to make the argument that wealthy people should
not benefit from it, I say, “No, no, no, no, no, no. I reject that be-
cause I want to keep everybody in the loop so that we join hands
and get as much money as we can.”

So, you find yourself in a position where the Administration’s ar-
gument will not work with one. What we are going to do is we are
going to join hands and we are going to all say, “Well, we need
more money. We need more money. We are not going to let you cut
out these wealthy communities. They are our friends on this one.”
OK?

[Laughter.]

We are going to support them. We are not going to let you sepa-
rate us out.

Mr. BERNARDI. I am so happy I could bring you all together.

[Laughter.]

Ms. WATERS. So my advice to you is number one, first of all, it
is not enough money that you are going to take from them to really
spread out to do anything. And you got caught talking about the
colonias and some other places that are not going to benefit at all.
So, we caught you.
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And having caught you, I hope this is a nice little, you know, be-
ginning lesson for you. What you should be doing with all of this
now is recognize that we all love CDBG. It is extremely important.

We depend on it. We love it. It works in poor communities. It
works in not-so-poor communities. We are all together on this.

We need more money for CDBG so that we can have more money
to spread around. Now, there may be some places that do not use
this money appropriately. And it is OK. You go look for those and
find those and try to extract those. And then, we will all join
hands, perhaps, on that one.

But on this one, uh-uh. Nope. It is not going to work.

So, take the message back. Do what you have to do. But I am
going to support Westchester.

[Laughter.]

Mr. BERNARDI. If we took more, could we change your mind?

Ms. WATERS. Huh? Nope, will not work on this one.

Mr. BERNARDI. Thank you. Thank you for your comments.

Ms. WATERS. And understand, there are some times when what
appears to be logic does not fit. And this is one of them. Sorry.

Mr. BERNARDI. Thank you. Thank you for your comments.

Chairwoman KELLY. Thank you very much, Ms. Waters.

We go to Mr. Capuano. Oh, I am sorry.

Mrs. Jones.

Mrs. JONES. Thank you, Madam Chairwoman. I talk loud so I do
not really need a microphone.

Mr. Secretary, thank you very much for appearing here today. I
was reading through your testimony. And at page four, it says: “St.
Louis and Cleveland, with per capita incomes less than three-
fourths the national average, receive 21 percent less CDBG dollars
today than they did in 1980.”

I represent the great city of Cleveland. Can you be a little more
specific? Or could you have your staff submit to me information
with regard to the city of Cleveland and CDBG grants and why our
grants have gone down?

Mr. BERNARDI. Yes, I will be more than happy to get you all that
information.

Mrs. JONES. I would deeply appreciate it. Let me ask you another
question. At page five of your testimony, it says: “With respect to
H.R. 1191, it would be premature for the Department to respond
to this bill at this time, since it has not yet been voted out of com-
mittee.”

Even though the bill has not been voted out of committee, we are
here to discuss conceptual things, what would best work for the
CDBG community. Could you discuss with me conceptually some
things that would either support or not support the legislation and
on and on and on that would be great to improve the CDBG?

Mr. BERNARDI. If we had a copy of a bill that is in final form,
we would be happy to. We want to work with you on it. If there
are things in the bill that would be of a benefit to especially low-
and moderate-income people, of course. We are all working toward
the same goal.

But that is a proposal that you had. And we will look at it. And
we will get back to you on it.
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Mrs. JONES. But you do not have any responses for me this
morning?

He can talk for himself. You do not have to bug him. He is a big
guy, he can handle it.

[Laughter.]

Mr. BERNARDI. Well, the

Mrs. JONES. Who is this guy whispering in your ear?

Mr. BERNARDI. This is Nelson Bregon. I introduced him earlier.
He is the Deputy Assistant Secretary for the grants program, the
CDBG program that we are speaking of.

Mrs. JONES. Well, pass him the microphone.

Mr. BERNARDI. OK, I would be happy to.

Chairwoman KELLY. Sir, will you identify yourself for the sub-
committee, please?

Mr. BREGON. Yes, honorable Chairwoman. My name is Nelson
Bregon. I have been a career HUD employee for over 22 years. And
I am the Deputy Assistant Secretary for the Office of Grant Pro-
grams.

Mrs. JONES. So are you permitted in your capacity to respond to
that question I just asked?

Mr. BREGON. No, not without the permission of my boss.

[Laughter.]

Mrs. JONES. Well, what good are you?

[Laughter.]

I am joking. Really, I am. I am just having fun this morning.

Mr. BREGON. I understand.

Mrs. JONES. I do not want you all to take me too seriously.

OK, Mr. Secretary, let’s go to another page of your testimony.
You are going to get something back to me so that we can have a
real discussion about CDBG programs?

Mr. BERNARDI. Yes.

Mrs. JONES. In your statement, you say that just yesterday, you
submitted to the Appropriations Committee—this is at page five:
“In addition, the Department was asked by Congress to submit a
study of targeting of CDBG funds and HUD’s administrative over-
sight of the program. That study was delivered yesterday.” Did you
happen to bring a copy along for us?

Mr. BERNARDI. Yes, we have copies here.

Mrs. JONES. OK. It says the report emphasized three things: tar-
geting of funds, the program that requires 70 percent and activity.
I am not reading all of this, this is for the record. “And three, ac-
tivities identified as principally benefiting persons of low- and mod-
erate-income generally assist persons of whom at least 51 percent
are low- and moderate-income.” This is page six of the report.

I do not want to spend all of our time—because I probably do not
have any time left actually—on this. But for future, it would be
nice for us to have something like that before the day before the
hearing so we could spend some time reviewing it to be able to
make some reasoned inquiry into some of those things. Is that
something you could facilitate for us, sir?

Mr. BERNARDI. We would be happy to do so. The Congress asked
us to give it to the Appropriations Committee.

Mrs. JONES. I understand.
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Mr. BERNARDI. Double check with the Appropriations Committee.
If they are fine with it, we are fine with it.

Mrs. JoNES. OK.

But this is the Housing Subcommittee on Banking, over which
we do have oversight.

Chairwoman KELLY. Financial Services. You are fined $1.

Mrs. JONES. Right. Financial Services Committee. And this is the
Housing Subcommittee. And we do have jurisdiction over HUD. So
I do not think you have to get the Appropriations Committee ap-
proval to give us information that is applicable to that department.

Somebody else is whispering in your ear. Go ahead, tell me your
name.

Mr. FRANK. He has already identified himself.

Mr. BERNARDI. That is OK.

Mrs. JONES. OK. Great. Thank you very much.

Chairwoman KeLLY. Ms. Waters, have you a question?

Ms. WATERS. Yes, I guess I do. And I guess what I am saying
to you is what is the likelihood of us—is it too late? Well, no, it
is not too late—of us working at some formula changes to accom-
modate the loss of population, so that we can make up for the dol-
lars that are lost in these cities where they have lost money, maybe
due to population changes? And at the same time, not touching the
communities where you are talking about taking this meager
amount anyway, that will not really make up for that loss?

I mean, I think that is where we need to be going with this. In-
crease above and beyond what appears to be about a two percent
increase in CDBG, so that that increase will accommodate the pop-
ulation losses that are changing the formula and leave those other
communities alone.

W‘?at is the likelihood that we may be able to advocate in that
way’

Chairwoman KELLY. We spoke with Mr. Bernardi just now. And
he indicated he would work with us. Because part of the problem
is not just the formula, but the criteria used within that formula.
And we need to work together.

That is part of the reason why I am very happy to have him here
in front of us today, because I think it is very clear, from what we
have all heard in this room so far, that there is a need for us to
take a look at the criteria, take a look at the formula. And based
on ‘lche 2002 census figures, then they will come up with a new for-
mula.

The problem is they are trying to do something now without that
new formula, without the new criteria. And so that is where we are
going. That is exactly where we are heading. And your question is
very appropriate and a good one.

Mr. BERNARDI. When we look at the formula, and have all of the
information from the 1990 census, we will come back to you to dis-
cuss what the information is, what it shows and look for your input
as well as to how we can improve it.

Ms. WATERS. I guess what I am saying is, just my initial review
of this, it may require a small increase to cover what needs to be
covered. So that I do not want to see anything that is done to try
and not support an increase so that it would leave those commu-
nities intact.
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Chairwoman KELLY. Mr. Israel, we have been called for a vote.
I am going to ask Mr. Israel to present his questions, then I will
recess.

Mr. ISRAEL. Thank you, Madam Chair. In the interest of time
and because we have a vote, I will be very brief.

Mr. Bernardi, did you have a chance to read Secretary Martinez’
testimony to this subcommittee on the budget several weeks ago?

Mr. BERNARDI. Yes, I looked at it.

Mr. ISRAEL. You did read it? Do you recall reading that portion
of the testimony where I asked him if HUD would reevaluate the
formulas that are being used as a basis to reduce CDBG allocations
in so-called wealthy communities with pockets of poverty?

Mr. BERNARDI. The Secretary is committed to working with the
Members of Congress on this. This is not unilateral. We are just
making a proposal here.

Mr. ISRAEL. Do you recall that in the testimony, the Secretary
did, in fact, commit that he would work with my office and other
offices to revisit that issue?

Mr. BERNARDI. I did not see the testimony. But I know the Sec-
retary, the person that he is. Of course, he would do that.

Mr. ISRAEL. He did, in fact, commit to that. I would just comment
to your attention that my office has been trying to contact the Sec-
retary’s office in order to begin to shape that dialogue. And we
have been rebuffed every step of the way. Was the Secretary being
inconsistent when he pledged that he would meet with us?

Mr. BERNARDI. No, not at all.

Mr. ISRAEL. Can we get a meeting with him?

Mr. BERNARDI. Let me get back to you as to working with that
particular program. I think you have some of the gentlemen right
here at the table that we would be happy to meet with you.

Mr. ISRAEL. Can we get a meeting with somebody at HUD to dis-
cuss this? A human being?

Mr. BERNARDI. Sure, I will meet with you.

Mr. ISRAEL. You will?

Mr. BERNARDI. Yes.

Mr. ISRAEL. Thank you. I appreciate it.

In the interest of time, Madam Chair, I will yield back.

Chairwoman KeLLY. Thank you, Mr. Israel.

Mr. Bernardi, as you can see, there is a tremendous amount of
concern and a strong need that we feel to be able to be a part of
the process. So I would urge you to please meet with all of us. You
could meet with people as requested. But more importantly, I think
that what we are asking for is a certain amount of transparency
in the process of what you are doing with regard to this formula
and the criteria that are being a part of the formula.

You have withstood our questions very well. This has been a
tough panel. And you are new at the job. And we appreciate very
much the fact that you were here, you were open, as honest as you
possibly could be.

And with that, I am going to excuse this panel. And I am going
to ask the third panel to be seated. We are going to go for our vote.
We have a 15-minute vote and then a 5-minute vote. So we will be
back in approximately 20 to 25 minutes.

Mr. BERNARDI. Thank you, Madam Chair.
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Chairwoman KELLY. And I will keep this record open for 30 days
for the written questions and statements by the Members of the
subcommittee.

[Recess.]

Chairwoman KeLLY. Will people please take their seats?

We welcome our panelists for this panel. We have before us the
Honorable Andrew Spano, who was elected in 1998 as County Ex-
ecutive for Westchester County, New York. Prior to his election, he
was the Westchester County clerk.

As County Executive, Mr. Spano has streamlined government
services by restructuring the county’s department of social services
and creating a new Office of Economic Development. He believes
that state-of-the-art technology can be used to deliver more services
at less cost.

Next, we have the Honorable George Oros, who was elected to
the Westchester County Board of Legislators in 1995. He chairs the
board’s Special Committee on Economic Development. Known as a
determined tax cutter and fiscal reformer, Mr. Oros has a long
record of community service, having served as Cortland town coun-
cilman, chair of the Cortland Zoning Board of Appeals and as
Cortland’s Assistant Town Attorney.

They also happen to come—both of them—from Westchester
County, where I reside. And I welcome both of them.

We follow that with Mr. David Cohen, currently serving in his
second term as Mayor of Newton, Massachusetts, having previously
been a member of the Massachusetts House of Representatives for
more than 20 years. Since becoming Mayor in 1998, Mr. Cohen has
promoted efficient and cost effective delivery of public services. He
has a strong interest in affordable housing.

We have next Ms. Josephine McNeil. She is the Executive Direc-
tor of CAN-DO, an affordable housing development organization in
Newton, Massachusetts. As a real estate attorney, Ms. McNeil’s
practice focused on affordable housing. She also served as the
project manager for a for-profit housing development.

Following her is Yvonne Gonzalez, the CEO of the Rio Grande
Valley Empowerment Zone Corporation in Mercedes, Texas. The
corporation was founded in 1994, one of only three rural empower-
ment zones in the Nation.

Following that, we have Ed Gramlich, who is a Research and
Community Development Specialist with the Center for Commu-
nity Change in Washington, DC. He joined the center since 1979
and since then, has become a noted authority on the CDBG Block
Grant program and other programs at HUD, providing low-income
community organizations with technical assistance. He has lec-
tured widely and written numerous guidebooks for local organiza-
tions on UDAGs, enterprise zones and CDBG.

Following him, we have Mr. Greg Hoover, who is the Director of
Development of Davenport, Iowa’s Housing and Neighborhood De-
velopment Department. He currently serves as President of the Na-
tional Community Development Association. The association is a
national, non-profit organization comprised of more than 550 local
governments across the country that administer federally-sup-
ported community and economic development housing and human
services programs.
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I want to welcome this panel. We look forward to your testimony.
And we would begin with you

Mr. FRANK. Madam Chair, just before you do, let me particularly
welcome the Mayor of my hometown, David Cohen, with whom I
had the pleasure, 24 years ago, of serving in the Massachusetts
Legislature before I came here. And he and Josephine McNeil have
both distinguished themselves by their advocacy in a generally
wealthy community, on average, for the kind of inclusive housing
and other policies that I believe are at issue here.

So I am particularly pleased that Mayor Cohen and Ms. McNeil
were able to join us. Thank you.

Chairwoman KELLY. Thank you. If there are no other opening
statements, we are going to begin with our witnesses on our first
panel. We thank all of you for joining us here today to share your
thoughts on these issues.

Without objection, your written statements will be made part of
the record. You will each now be recognized for a 5-minute sum-
mary of your testimony.

There is a light here in front of you that will indicate how much
time you have. The green light means that you have 4 minutes in
your summary. The yellow light means you have 1 minute remain-
ing. When the red light turns on, it means your time has expired
and we would appreciate your ending the testimony.

We will begin with you, Mr. Spano.

STATEMENT OF HON. ANDREW SPANO, COUNTY EXECUTIVE,
WESTCHESTER COUNTY, NY

Mr. SpaNO. Madam Chair, Congressman Frank, Members of the
subcommittee, I would like to thank you for the opportunity to tes-
tify here today on the importance of retaining the Community De-
velopment Block Grant formula as it is. As you know, a proposal
has been made to cut Westchester County’s CDBG grant in half to
$3.5 million and use the savings for infrastructure improvements
near the Texas-Mexican border, at least that is, I thought, where
that was going.

It has been suggested that we in Westchester, New York City’s
northern neighbor, are too rich to deserve this money and should
have our CDBG funds cut. If this proposal goes through, we would
be the only county in the United States and the only municipality
in New York State to be so cut.

Indeed, only nine of 1,000 entities nationwide that receive money
from the $4.75 billion CDBG program are targeted for cuts. And
our consortium of 40 Westchester communities is being asked to
shoulder the burden of more than one-third of the total cut.

I have a quick way to make sure that funding for Westchester’s
consortium is not slashed. I can ask three of our wealthiest commu-
nities—Scarsdale, Bronxville and Pound Ridge—to leave our con-
sortium. If you take them out of the group, we are no longer double
the national average in income. But to omit from the consortium
our longtime partners make no sense and punishes people in those
communities who need our help.

I am talking here about senior citizens on fixed incomes, whose
homes have been rehabilitated with the help of this money, who
without this help would be forced to either live in an unsafe home




33

or move. The CDBG funds that have gone to these communities
have been used to help people who need this help.

I do not think omitting these three communities from our pro-
gram is just a solution. Instead, it is a Hobson’s choice: which
needy people should you cut? I believe that forcing Westchester to
bear the cuts being proposed unfairly singles us out and would se-
verely hurt people in our county, people of limited or modest means
who need and rely on the kinds of neighborhood revitalization,
housing and job creation programs that these funds go to.

It will hurt our senior citizens, thousands of whom each day use
senior centers that have been built with the help of these funds.
Without this money, some of these seniors would have to place to
go for companionship and a hot meal, or help with housing, coun-
seling and other referral services.

It will hurt our youth, about 1,000 of whom have a safe place to
go for daycare after school because this money has helped build
youth centers and playgrounds. Without this money, some of these
teens and preteens would be out on the streets in trouble.

It will hurt our families, thousands of low- and moderate-income
households that have been helped by these funds that have reha-
bilitated dilapidated housing units to make them decent and safe.
}Nithout this money, some of these people might have been home-
ess.

It will hurt our low- and mid-income workers, many of whom are
working today because of economic opportunities created by these
funds that have revitalized neighborhoods and business districts or
because of daycare, senior centers and subsidies that have allowed
them to feel comfortable, knowing their children and their elderly
parents were in safe places while they worked. Without this money,
some of these people might be on welfare today.

People who do not know Westchester think we have the prover-
bial streets of gold. And the proposal to cut our funding reflects
this false notion.

Let me give you the facts. Eighty-seven thousand people in West-
chester live below the poverty level. And that number increased by
50 percent since 1990. Almost 40,000 of these people are children.
Our average salaries may be high relative to much of the Nation,
but so too are our housing costs.

Take a two-income Westchester family of four with a moderate
income of $73,000. With that income, the family could qualify for
a $200,000 mortgage in Westchester. Elsewhere in the Nation, that
might buy a luxurious home. Here in Westchester, where the me-
dian cost of housing last year was $450,000, that home might be
nonexistent. And if that house is found, the chances are it will be
in great need of repair.

And it is just not our houses that are costly, but our rental units
as well. Someone working minimum wage has to work 27 hours a
day to be able to afford a two-bedroom apartment at fair market
rent.

It is no surprise to us that the National Low Income Housing Co-
alition gives us the dubious distinction of being sixth on the list of
the least-affordable places to live. Maybe that is why we have the
highest per capita rate of homelessness in the United States. And
almost 30 percent of the housing stock in our consortium was built
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before 1940; meaning unless we renovate, our housing shortage will
get even worse and possibly our homeless population even larger.

Our population is aging as well. One in every five of our county
residents is over 60, putting us 50 years ahead of the national av-
erage, placing us on an increased demand for services. And while
yes, we have perhaps more of our share of millionaires, we also
have 17,000 families with low-income enough to qualify for food
stamps and over 40,000 families receiving medical assistance. And
last year, there were five million visits by our residents to local
food pantries and soup kitchens.

Our consortium is made up of 40 diverse communities, some of
them very urban, some suburban and others more rural. But our
poverty is dispersed within them all. And our anti-poverty pro-
grams must recognize this.

Our county is composed of 15 percent African-American and 16
percent of the people are of Hispanic origin.

Chairwoman KELLY. Mr. Spano.

Mr. SpANO. Yes?

Chairwoman KELLY. I am going to have to ask you to sum up.

Mr. SpANO. That is our fastest growing segment of the popu-
lation. If you withdraw these funds from us, which represents half
of the money we are getting now, it will cause a severe hardship
on the people of Westchester County. And I urge you not to do that.

Thank you very much.

[The prepared statement of Hon. Andrew Spano can be found on
page XX in the appendix.]

Chairwoman KELLY. Thank you very much.

Next we have Mr. Oros. And please gentlemen and Mr. Cohen,
Ms. McNeil, just make sure that the microphone is very close to
your mouth. These are not particularly good microphones.

STATEMENT OF HON. GEORGE OROS, MINORITY LEADER,
WESTCHESTER COUNTY, NEW YORK, BOARD OF LEGISLATORS

Mr. Oros. Chairwoman Kelly and Ranking Member Frank,
thank you for this opportunity to share with you and the sub-
committee a perspective of what Community Block Grants mean to
the communities I represent as a member of the Westchester Coun-
ty Board of Legislators. During my tenure on the board, I have
served as Chairman of the Board and now Minority leader. During
the 1998-99 session, I was appointed Chair of our Committee on
Community Affairs and Housing, which oversees and votes on the
annual CDBG appropriations.

Now earlier, I was struck by Congresswoman Waters and Con-
gressman Frank and Congresswoman Kelly joining hands and say-
ing this joins hands. And I want to point out, the county executive
is here. He is the executive branch. I am the legislative branch.

He is a Democrat. I am the Minority leader, the Republican Mi-
nority leader of our legislature. So clearly, in our county, we have
crossed and joined hands as well on this issue.

In this limited timeframe, allow me to focus on several key
points. The vernacular of a block grant is somewhat of a misnomer.
These funds are more of an investment than a grant or an expendi-
ture.
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And they are an investment not only in housing, infrastructure
and services, but an investment in people. The City of Peekskill,
one of three municipalities I represent, was the only city in New
York State to actually gain population in the last census, after los-
ing population in the 1980s and 1990s as business and industry
left.

That growth in population was due in part to the wise invest-
ment over the past 20 years of almost $12 million in CDBG money.
That investment, leveraged with other Federal, State and county
funds and matched with Peekskill’'s own dollars, is improving a
community that has a median income of $16,589, a minority popu-
lation of 25 percent, substantial unemployment and stagnant eco-
nomic growth.

In two of the block groups, the low- to moderate-income popu-
lation exceeds 70 percent. Unemployment in this area amongst
aflults over 16 is 45 percent. And 72 percent of the housing is rent-
al.

CDBG has made Peekskill a more desirable community. People
have stopped fleeing and are actually moving into the city and in-
vesting their future there. In making that choice, they continue to
revitalize an economy and become more productive citizens. But
more needs to be done.

Peekskill is a HUD-approved Neighborhood Revitalization Strat-
egy Area, having in place a 5-year plan to undertake comprehen-
sive infrastructure and community projects with CDBG funds.
These projects include housing, streetscapes, a neighborhood facil-
ity and park improvements for the 7,108 residents that live in the
strategy area.

This strategy includes a gateway off the Hudson River leading
into the downtown. The uninhabitable houses, boarded up stores
and vacant lots will be turned into affordable homes, busy shops
where people can work and a safe community center to keep our
children off the streets.

But that will happen only if you in Congress decide to continue
this important investment in CDBG funds. Should Congress ap-
prove the proposal that is on the table here, this strategy would be
stopped dead in its tracks.

Another example. The Hudson River Health Center used a
$125,000 Community Development Block Grant and a $300,000
CDBG loan to fundraise another $580,000. And this is only the sec-
ond phase of a $3.2 million dollar project. This investment will
allow the Hudson River Health Center to expand its service beyond
the current 40,680 patient visits it handles each year. These are
people who otherwise could not afford appropriate healthcare or
would needlessly clog emergency rooms at area hospitals.

Fifty nine percent of the population they serve is uninsured. The
preventive medicine, counseling and drug rehabilitation programs
run at this facility ultimately save all taxpayers by improving the
quality of health and life. But again, CDBG is crucial to the success
of this project.

Peekskill is only one community that I represent. And I am only
one of 17 county legislators. If time permitted, each my colleagues
could tell you firsthand the needs of the other 39 municipalities
that utilize the investment dollars of CDBG.
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Earlier, I referenced that CDBGs and the word grants is a mis-
nomer. I think another misnomer is the idea that Westchester is
a wealthy community.

On behalf of my constituents and all the taxpayers of West-
chester County, it is respectfully requested that you do not adopt
this proposed change in the CDBG formulas. Thank you for your
time.

[The prepared statement of Hon. George Oros can be found on
page XX in the appendix.]

Chairwoman KELLY. Thank you, Mr. Oros. And thank you for
watching your own time.

[Laughter.]

Next, we go to Mayor Cohen.

STATEMENT OF HON. DAVID COHEN, MAYOR, NEWTON, MA

Mr. CoHEN. Chairwoman Kelly and Ranking Member Frank and
Members of the subcommittee, thank you very much for this oppor-
tunity to speak before you today. My name is David Cohen. I am
the Mayor of Newton, Massachusetts, which is a community of ap-
proximately 82,000, just west of Boston.

I want to urge you to oppose the proposal to cut CDBG funding
to communities whose per capita income is twice the national aver-
age. Newton is such a city. And over the past decade, the low- and
moderate-income people living in the city of Newton have benefited
greatly from the generosity of the Federal Government.

Since 1991, the city has used $3.7 million in CDBG funds and
$1.3 million in HOME funds to help leverage construction of 605
units of affordable housing. Now I know that 605 units over 10
years may not seem like a lot. But Newton is a community with
almost no vacant land.

In excess of 99 percent of the land is in use. And the construction
of 600 units represents a huge effort in terms of finding sites and
putting together packages.

And it has made a difference. Some 1,000 people are living in
good homes in Newton. Many of those people might otherwise not
have a place to live at all. And almost all of those people would not
have a place to live in Newton, but for your program.

The City of Newton cares very much about diversity. The diver-
sity of its population enriches all of us, giving a greater under-
standing and respect for the traditions of our neighbors and a deep-
er appreciation of our own heritage. The availability of affordable
housing is critical to our maintaining a degree of income diversity.

And over the years, the city of Newton has taken many steps to
increase that diversity. In the early 1970s, when I was a member
of the Board of Aldermen, we enacted the first legislation in the
State to require developers to provide 10 percent of their units for
low- and moderate-income housing.

And this past fall, the city of Newton people, in a referendum
voted on by the entire city, chose to increase their annual taxes in
order to build more affordable housing. And last year, the city ap-
proved the largest ever affordable housing development in its his-
tory. And it was passed unanimously and with the active support
of the residents in the surrounding neighborhood.



37

The city of Newton has also put CDBG money to use over the
years in making sure that eligible residents in housing lived in
housing that meets applicable building codes. Since 1991, we have
used some $5 million of your money to do 220 major rehabs of sub-
standard units and 750 minor ones.

I think it is very important that those people needing affordable
housing have access to a wide range of communities in our metro-
politan area. Low- and moderate-income individuals should not be
restricted to living in the core cities for lack of affordable housing
elsewhere.

The best tool that we have available to us in order to achieve this
very important end is the CDBG program. And I hope our access
to these funds will not be reduced.

Although Newton is a community that is well-off—indeed,
wealthy by many standards—not every individual living in the city
of Newton is wealthy. In fact, there are many low- and moderate-
income people who live in our city. According to the 1990 census,
of the 29,000 households, some 7,500 fall below 80 percent of the
median income.

If you are the State or a private funding source not from Newton,
it is easy to overlook these families. After all, Newton has so much.

So in the competition for these funds, we have not fared well.
The one place Newton’s low- and moderate-income population has
received support has been from the Federal Government in CDBG.
We have tried to expend those funds wisely in order to provide
suitable living environments for low-income people.

We believe that our full participation in this program furthers
the purposes of this Act in an important way. We ask only that we
be allowed to continue at that same level of participation.

Thank you.

[The prepared statement of Hon. David Cohen can be found on
page XX in the appendix.]

Chairwoman KELLY. We thank you, Mr. Cohen.

Next we move to Ms. McNeil.

STATEMENT OF JOSEPHINE McNEIL, DIRECTOR, CITIZENS AF-
FORDABLE HOUSING DEVELOPMENT ORGANIZATION OF
NEWTON, MA

Ms. McNEIL. Thank you, Madam Chairwoman Kelly, Ranking
Member Congressman Frank, who is—I am happy to say—my con-
gressman. I am thankful for the opportunity to speak to you today
about the issue that is before us with respect to reducing the allo-
cation of monies to so-called wealthier communities.

We live in an area in metro Boston where housing costs are be-
yond belief. A person would have to make $50,000 in order to af-
ford a two-bedroom apartment in metro Boston. And in Newton, I
would daresay that they have to earn even more.

So people in our community are very concerned about the issue
of affordable housing. Newton has had a history—as the mayor
mentioned—of supporting affordable housing in many ways.

I am the director of an affordable housing organization known as
CAN-DO. And we were created by the city as part of the HOME
program, which requires municipalities that receive HOME funding
to establish what 1s called a CHDO, which means that a third of
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the people on our board are people who could be recipients of the
housing which we create.

We started off in 1994 and developed our first project with the
help of consultant in 1996. When the city began to realize how the
increase in the real estate market, the detrimental impact that was
having on the community and, in terms of maintaining the eco-
nomic diversity, which the mayor has referred to, the city decided
that one way that they could use the CDBG funds, which is an ac-
ceptable use, is to increase the capacity of our organization.

And in 1999, I became the executive director of that program.

In the subsequent years, we have continued to advocate and to
try to develop housing. The real estate market is so hot that it is
very difficult for us to compete with private developers. And there
has been a lot of development going on in the community.

And indeed, as I said, the community has become very concerned.
And 2 years ago now—it is hard to believe it was that long—Con-
gressman Frank actually came to a meeting that we sponsored.
We, CAN-DO, is a part of an advocacy group called Uniting Citi-
zens for Housing Affordability in Newton.

We had standing room only. We had people outside of the doors.
And the information we shared with people, people were just ut-
terly surprised. People who had lived in the community for a long
time had no idea that it was so expensive to live in the city.

I would like to share with you some information about one pro-
gram or project that we are currently engaged in that uses CDBG
money. And we are renovating an existing historic property to cre-
ate five units of housing for single mothers and children.

And we are working with one of the social service agencies in the
city, known as the Young Parent Program. And that program pro-
vides some supportive services and we will provide supportive serv-
ices for the women and children who will be living in the house.

So we are providing housing and helping people to become more
self-sufficient so that, in the future, they will not need assistance.
And for me and my board, one of our goals is to move people out
of the need for subsidized housing and into an environment where
they will be able to take care of themselves.

So funding for CDBG is important. And I guess my biggest con-
cern is that we are going to, if this proposal is enacted, we are relo-
cating poor people from a wealthy community, where there are
good schools, where there is a good quality of life, into perhaps
poorer communities and exacerbating the conditions for the people
who are living in those communities.

And I thank you for the opportunity.

[The prepared statement of Josephine McNeil can be found on
page XX in the appendix.]

Chairwoman KELLY. I thank you, Ms. McNeil.

Ms. Gonzalez.

STATEMENT OF YVONNE GONZALEZ, CEO, RIO GRANDE
VALLEY EMPOWERMENT ZONE CORPORATION, MERCEDES, TX

Ms. GONZALEZ. Thank you and good morning. Chairwoman Kelly,
Ranking Member Frank and Members of the subcommittee, who
apparently are not quite here this morning. They are voting and
out.



39

Chairwoman KELLY. They went to the vote and there are many
other hearings.

Ms. GONzALEZ. Right. Right.

Chairwoman KELLY. So that is where a lot of people are.

Ms. GONZALEZ. Yes, ma’am.

Mr. FRANK. Right. And there are also airplanes.

Ms. GONZALEZ. I am sorry?

Mr. FRANK. And there are also airplanes.

Ms. GONZALEZ. Oh, yes, yes. I currently serve as the Chief Exec-
utive Officer of the Rio Grande Valley Empowerment Zone Cor-
poration. And I have been with the Empowerment Zone Corpora-
tion since 1995. The Rio Grande Valley Empowerment Zone Cor-
poration is a 501c3, a non-profit corporation. And we are one of
what I call the “original old fogies.” We are one of the original
Round I Rural Empowerment Zone designations.

On behalf of the RGVEZC and other numerous public-private
partner sectors, I would like to thank you for the opportunity to ad-
dress this subcommittee. I also serve as one of the co-chairs of a
group called the Southwest Border Region Partnership. This is a
network representing over 84 counties along the U.S.-Mexican bor-
der, from Brownsville, Texas to San Diego, California.

The SBRP, the Southwest Border Region Partnership, realized
that in order to have true sustainable community economic devel-
opment, the private sector needed to be at the table. And I will
speak to you about our relationships in leveraging those dollars
with the private sector.

There is a group that is called the Border Trade Alliance. And
they have relationships with both borders. Actually, they like to
say they have relationships with one border, which is one border
around the United States. But they have relationships in the
northern border and in the southern border.

They are a trade and commerce advocacy organization. And they
have worked with grass roots communities to address the issue of
sustainable economic development.

You know—I am not saying anything new—the Community De-
velopment Block Grant program works largely to ensure decent af-
fordable housing, provide services to the most vulnerable of our
communities, to create jobs and expand business opportunity.
CDBG funds have made considerable differences in the lives of gen-
erally distressed communities, as so witnessed by these witnesses
this morning.

The RGVEZC itself, the Empowerment Zone Corporation, does
not receive CDBG funding. But the communities that we work
with, in our specific census tracts, do.

The housing and economic development work that we engage in
is structured so that the original SSBG dollars are only a seed in-
vestment. We busily go about creating partnerships. We believe
very strongly—very strongly—that communities themselves must
feel a sense of ownership and accountability to the project in order
for it to succeed and be sustainable.

With the Empowerment Zone dollars and leveraging CDBG dol-
lars and private investment dollars, we have implemented and
have expanded on water wastewater treatment plants, boys & girls
clubs, health clinics, rural health clinics, have assisted in revolving
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loan programs so that we have businesses that have been created.
Noted in our successful record is the fact that out of the original
$40 million, we have contracted and/or allocated $38.5 million and
have leveraged an additional $416 million dollars into these com-
munities.

Through the support of Senator Hutchison and Congressman
Hinojosa, the Border Trade Alliance and the Southwest Border Re-
gion Partnership came together, created an assessment of commu-
nities and centered on best practices in these communities, identi-
fied two issues: small business development, affordable housing
and looking at bridging the digital divide.

I cannot speak to all or about all of the communities on the bor-
der. I am only the CEO of the Rio Grande Valley Empowerment
Zone. But I can tell you that the work that we do as a corporation
is centered on some very key principles: community participation,
a bottoms-up approach; establishment of public-private partner-
ships; fiscal and programmatic accountability; leveraging of other
dollars; and sustainability.

In a time of limited resources and critical community challenges,
we do not have the luxury of reinventing the wheel. It is our belief
that these common issues can be addressed by continued invest-
ment in programs and organizations that have a proven track
record.

Thank you.

[The prepared statement of Yvonne Gonzalez can be found on
page XX in the appendix.]

Chairwoman KELLY. Thank you, Ms. Gonzalez.

We go now to Mr. Gramlich.

STATEMENT OF ED GRAMLICH, RESEARCH AND COMMUNITY
DEVELOPMENT SPECIALIST, CENTER FOR COMMUNITY
CHANGE

Mr. GRAMLICH. Good afternoon. I am Ed Gramlich. I am from the
Center for Community Change, which is a national non-profit orga-
nization that provides free technical assistance to low-income com-
munity organizations all around the country.

Since the beginning of the CDBG program, both CCC and I have
helped to inform low-income community groups all about the
CDBG program—the law, the regulations and HUD policy.

Based on the CDBG problems that CCC observes in its daily
work with low-income community groups, we know that these
CDBG problems exist in jurisdictions large and small all across the
country. Therefore, we fully support endorse H.R. 1191.

We think that H.R. 1191 is an excellent bipartisan approach to
addressing CDBG problems; bipartisan because two of the impor-
tant features of H.R. 1191 are redolent of changes that were sug-
gested in 1989 by HUD Assistant Secretary Anna Kondratas.

The modifications that H.R. 1191 seeks are not radical. They are
firmly rooted in CDBG’s primary objective which, as you have
heard today, is to principally benefit low- and moderate-income
people.

But the CDBG program has diverged from the primary objective.
It has become too place-based, forgetting the law’s goal of making
places better principally for low- and moderate-income people.
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CDBG is a great potential resource for helping to address the af-
fordable housing and other needs of low- and moderate-income peo-
ple. But it is too often used in ways that do not benefit low- and
moderate-income people. It does not meet their needs.

One of the key provisions of H.R. 1191 would raise the primary
benefit to low- and moderate-income people from 70 percent to 80
percent of the funds. Since most jurisdictions have reported that
they already meet a 90 percent benefit level, there should not real-
ly be any objection to making this simple change now.

In addition to the jurisdictions not taking low-income benefits se-
riously, there are five technical reasons why 90 percent of CDBG
money does not really benefit low-income people. These technical
problems give the impression that low- and moderate-income peo-
ple are benefiting.

My written testimony goes into great detail about these technical
things. But I would especially urge you to read about the propor-
tionate accounting provisions. Without them, low-income benefit re-
porting is greatly inflated.

H.R. 1191’s fixes to the statute are not dramatic. Three or four
of them actually use existing language from HUD’s own regula-
tions.

Probably the most important provision of H.R. 1191 is the intro-
duction of a second tier of targeting; that is, ensuring that, at a
minimum, 40 percent of CDBG funds go to directly benefit people
whose incomes are below 50 percent of the median, roughly
$27,200 this year. Jurisdictions consolidated plans universally
identify the needs of those with incomes below 50 percent of the
median as being by far the greatest. Yet, advocates all around the
Nation note that CDBG money is not allocated to low-income
households commensurate with their needs.

Now some opponents of H.R. 1191 might worry that a second tier
of targeting would destroy the flexibility of the CDBG program. We
disagree.

Jurisdictions will still have 60 percent of their money to use for
meeting the housing and community development needs of those
whose incomes are $54,400 a year. Even within that second tier of
targeting, that 40 percent, jurisdictions will have a great deal of
flexibility. The types of activities that could be funded remain
largely unchanged.

And then finally, some might argue that a second tier of tar-
geting would convert the CDBG program into an anti-poverty pro-
gram. Our response to that is that the law has always sought to
principally benefit moderate and low-income people. However, low-
income people have not seen their fair share of the program’s
funds.

A second tier of targeting would not be a fundamental shift in
the program. On the contrary, a second tier would help to reestab-
lish a kind of balance within the program, a balance which is con-
sonant with the primary objective and as well as with the pro-
gram’s weighted allocation formula.

Thank you very much.

[The prepared statement of Ed Gramlich can be found on page
XX in the appendix.]

Chairwoman KELLY. We thank you.
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Mr. Hoover.

STATEMENT OF GREG HOOVER, PRESIDENT, NATIONAL COM-
MUNITY DEVELOPMENT ASSOCIATION; DIRECTOR, HOUSING
AND NEIGHBORHOOD DEVELOPMENT DEPARTMENT, CITY
OF DAVENPORT, IA

Mr. HOOVER. Thank you, Madam Chairwoman, Ranking Member
Frank.

I am Greg Hoover, Manager, Housing and Neighborhood Devel-
opment for the city of Davenport, Iowa, which is—until recently
with redistricting—the home of Congressman Leach and will be the
district of Congressman Nussle, should he be successful in next
year’s elections.

I am here representing the National Community Development
Association as their president, but also here on behalf of the U.S.
Conference of Mayors, the National Association of Counties, the
National Association for County Community and Economic Devel-
opment and the Council of State Community Development Agen-
cies. I am here to speak in strong opposition to H.R. 1191.

I dispensed my remarks to a few sheets here, but I am even
going to divert from that.

I want to give a very quick history lesson, because what you have
heard this morning is some informed and a lot of misinformed con-
ceptions about CDBG. CDBG was not an anti-poverty program that
grew out of the 1968 Johnson Administration. It began in 1974
with the Model Cities Program and of the Nixon Administration.

It is a program that is designed to benefit communities—yes,
principally low- and moderate-income people. And there seems to
be a disagreement on the definition of what principally means. But
I will tell you that in our city and the communities that NCDA rep-
resents, it has been a tool for economic change. It has been a tool
that will allow us to move people, to de-concentrate those folks who
are low- and moderate-income people from those areas in which
they currently live to other, better, more affluent areas and also to
bring in people of higher and moderate income into those poorer,
distressed neighborhoods.

If you would continue and pass this bill, I can tell you, as a prac-
titioner, the real-life effect will be that you will concentrate low-
and moderate-income people in the neighborhoods in which they
are currently living. And that flies in the face of other Federal leg-
islation of affirmatively furthering fair housing. So this bill would
put us in conflict with another—and I think higher—authority bill.

Excuse me. I would like to also address the issue of raising the
aggregate amount of CDBG. In Davenport, we have done an excel-
lent job, I believe. And 50 percent of our people over the last 5
years—or 3 years—have been at those 50 percent or below. So we
can do those things.

But what you are doing is decreasing the flexibility of the local
governments. Additionally, in H.R. 1191, there is a provision that
would disallow claiming of low-mod benefit to areas that are not
primarily residential. That would hurt downtown redevelopment.

In Davenport, we have approximately $113 million revitalization
project going on, of which CDBG will be a small, but important
part. And the downtown is right now the locus of a lot of elderly
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housing and a lot of services that are down there. So if you are tell-
ing me that the city of Davenport cannot use our funds down there,
then what you are telling me is we cannot serve the low- and mod-
erate-income people that are intended to be served by the program.

I would like to quickly address the what I call “anti-wealthy com-
munity” proposal by HUD. I think that is very much akin to saying
to wealthy people, “Sorry. When you get to the age where you can
get Medicare, you cannot participate in that because you have
enough money to provide that yourself.” It just does not make
sense.

As Lewis Carroll said at one time, “If it were so, it might be. If
it was so, it would be. As it is not, it ain’t.” And that is logic. And
I do not think there is any logic to HUD’s proposal.

We would also strongly endorse what I have heard here today by
the subcommittee of increasing HUD’s budget. That is the way to
get a lot of these changes.

And lastly, I would conclude by saying you have already re-
ceived—albeit late—a report from HUD. There is another study
that is coming out on the formula. We would encourage you to
delay any action on these two proposals until you get those studies,
have a chance to review them and make informed decisions.

And NCDA and the other groups that I am representing would
pledge our support to working on that formula committee. In fact,
NCDA—and I hope your communities are members; Mr. Frank, I
know that Newton is—that they would join with our committee
that we have in NCDA on the formula allocation.

Thank you for your time.

[The prepared statement of Greg Hoover can be found on page
XX in the appendix.]

Chairwoman KeELLY. We thank you, Mr. Hoover.

Mr. Hoover, what you testified to just now was somewhat con-
trary to what Mr. Gramlich said. And Mr. Gramlich, I wonder if
you would like to focus on a response of some sort with Mr. Hoover.
I know I am sort of catching you unawares here. But I would like
some clarification.

Mr. FRANK. Oh, I do not think you have caught him unawares.

[Laughter.]

Mr. GRAMLICH. We could do this in our sleep because our organi-
zations have been battling.

Mr. FRANK. Yes, just do not do it in our sleep.

Mr. GRAMLICH. Are you saying I am boring? Having done CDBG
for 27 years, I think I probably am boring.

One of the misconceptions that he talked about was the notion
that one could no longer use CDBG money in downtown areas.
First of all, HUD—in its regulations—has long proscribed the use
of the area-wide benefit test in areas that are not primarily resi-
dential in character, precisely because some downtown areas
might—they have few people who live there. They are primarily
business oriented. But in terms of the census tracts, they are low-
income.

So what you have are decorative lighting, fancy brick
streetscapes and things of that nature, which do not really benefit
low- or moderate-income people. So HUD, at least as far back as
1988, said, “Well, in those cases, that does not meet the idea of
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benefiting low- and moderate-income people. We will not allow that
in an area that is not primarily residential in character.”

Now there are a lot of neighborhood commercial strips, and small
town central business districts that do serve lower income people
who live around that. And HUD’s service area test would certainly
allow the use of the area-wide benefit test in those cases.

Mr. Hoover talked about housing in a downtown area. I got my
start in CDBG in 1974 in Davenport. I recall 202 down there. I
cannot remember the street anymore, however.

You could use CDBG money for housing. That is not a part of
the area-wide benefit test.

So there are a whole lot of misconceptions that I think if one
carefully looked at the proposed statute, H.R. 1191, you would find
that things are not quite as scary and dire as has been proposed
here. And of course, if you read my lengthy written testimony, you
will find that out.

Chairwoman KELLY. Thank you very much.

It sounds to me as though what we are coming out with here is
a need for the people who are allowing the CDBG grants to go for-
ward to assess exactly what they are doing with regard to their in-
tended purpose.

That takes me to Mr. Oros, because I know the City of Peekskill
well. This is a poor community in many ways.

The way that the city has been able to bring itself back has been
able to allow loft living above commercial development there. It has
been extremely important to try to bring this almost moribund city
back into play as a modern city, to allow that intermix between
housing—and that is low-income housing, some of it—and a better
downtown. And actually, in fact, in this instance, the repaving of
the streets and providing better streetlights stopped the types of
things that were going on on the streets and allowed people to be
able to live in the lofts.

And I am wondering, Mr. Oros, if Peekskill is forced to apply for
the CDBG grants as an individual municipality, what effects on
Peekskill would you anticipate?

Mr. Oros. Well, thank you. I think the simple answer to that is
something that many of you in Washington hear all the time, is the
money will not get to the use it needs. Instead, what we have been
successful in doing in Westchester County with our consortium is
having a central administrative office so that, for every dollar we
get from this program, more of it gets to the programs to be spent
on the bricks and mortars and the other things it needs to be spent
on, rather than—dare I say this word here?—bureaucracy.

So I think what would happen is that you would end up having
many of the communities of Westchester County having to build
their own internal staff and bureaucracy and planning departments
and so forth to do this, rather than relying on the county where
we have a central staff. They are well attuned to everything that
is going on. They are able to work with the local communities. But
to keep up with all the Federal guidelines, to make sure all the
things are being filed properly would be an administrative night-
mare for Peekskill.

Peekskill is a city of 20,000. You know, “city” may be another
misnomer here because only 20,000 people live in Peekskill. Most
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of them are under the median income. Most of them are in need
of this.

And the problem is you cannot have the type of—you do not have
the type of tax base there to have a huge city government bureauc-
racy to take care of these things. So they do rely on the county.

And that is, I think the county executive alluded to how he could
take some of these communities out of here to fool around with this
formula proposal. But that really does not serve a purpose, I do not
think, for any of these communities.

Chairwoman KeELLY. Thank you.

I have one other question, and that is for you, Mr. Spano. The
HUD people spoke in their testimony of a 51 percent increase in
Westchester County CDBG funding since 1980. I wonder if you
would like to talk about that a little bit. Can you explain that?

Mr. Spano. Well, they are going back to when there were about
21 communities in the consortium. We have increased our consor-
tium from 21 to 40. So you can pick it up right there.

Subsequent to the 1990 census, in the new census, we have also
increased our population of minorities in Westchester County. So
that would account for a lot of it.

Chairwoman KELLY. Thank you. I have no more questions.

Mr. Frank, have you a question?

Mr. FRANK. Yes, let me begin. And Mr. Spano understandably
checked himself because HUD has changed its position. When you
referred to the argument that this money was going to go to the
colonias. Not that %8 million would go very far.

Apparently, HUD has changed its position because there were
two documents. The earlier document said it would go to the
colonias. They reconsidered that. And in Mr. Bernardi’s testimony,
the colonias were involved only in the sense that the ankle bone
is connected to the shoulder bone.

[Laughter.]

I mean, there was no direct transplant in that regard.

I just want to make a couple of observations. First of all, I want
to congratulate the most 5-minute observant witness panel we have
ever had.

[Laughter.]

But you also showed collectively that you can within the 5 min-
utes if you do not waste a lot of time, get a lot of meat on the
bones.

Yes, Mr. Mayor.

Mr. SpANO. We were intimidated.

[Laughter.]

Mr. FRANK. But it is a good lesson for me.

Mr. SPANO. At least I was.

Mr. FRANK. But I just want to make a couple of comments. First
of all, one of the problems we run into is because so many of the
Government’s other housing programs have been cut back, CDBG
has been forced to be more of a low-income housing program than
it was originally intended to be.

Mr. Hoover alluded to the origins of CDBG. It was special rev-
enue sharing. There was general and special revenue sharing back
in the Nixon days.
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And part of the problem has been that CDBG has been forced to
bear more weight in a different area. And I am hoping that we can
get the Federal Government back in the business of some specific
housing production programs, which would take some of this dis-
torting pressure off CDBG.

So I agree with Mr. Hoover’s description there.

Second, I do think—and we have gotten two proposals here. One
which says take some money away from wealthy communities; an-
other which says focus more on low-income legislatively. My view
is—and I had a chance to speak with Ms. Meek about this, who has
been a very staunch advocate of social justice.

Part of the problem has been that HUD—and I do not mean to
point to this HUD. No HUD in my memory, 22 years, has enforced
these restrictions. And then I want to give some of the blame to
us. Frankly, what would happen if they did try to enforce the re-
strictions is that the city would complain to their Representative
or Senator.

And I think one of the things that we need to do, Madam Chair,
is I am ready to ask HUD to be tougher. And I am ready, among
ourselves, to say we will back HUD up if they are tougher. And
when some of our colleagues come complaining to us and say, “Pe-
nalize HUD because they are doing this,” that we have to be will-
ing to say no. That is, I think if you looked at the rules—now, the
one question I think we need to debate is the question of the ac-
counting and whether or not you should do proportional account-
ing.

It would seem to me that proportional accounting should not be
objectionable, depending on what the requirements are, that if it is
not in the service. You know, proportional accounting in the service
of a 90 percent low-income requirement is going to be strongly re-
sisted. But, proportional accounting in the service of this orienta-
tion to low- and moderate-income, in general, would be different.

But I would like to say out of this—and it has been a very useful
hearing. And I am grateful to the chair for the way she has con-
ducted it and to all the participants, the HUD people and others.

I see, on a tough issue frankly, the potential for consensus, which
says we will agree at least to try for a while better enforcement
than we have ever had of the existing low- and moderate-income
restrictions, some better accounting that more accurately looks at
that. At the same time, a recognition that this is not meant to be
primarily a housing program or exclusively certainly a housing pro-
gram, but that it ought to be able to provide some of the amenities
that would go along with the housing.

And our part in that would be to say to HUD, “OK. And if and
when you start enforcing this, we will be there to protect you
against the inevitable complaints that are going to come from some
of the members.” And I frankly hope that maybe out of this whole
set of kind of proposals could come that approach.

And I want to say I appreciate that the Deputy Assistant Sec-
retary is remaining, seriously. Because sometimes, you know, we
get some hit and run. The Deputy Assistant Secretary has re-
mained and has listened. And we appreciate that.
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So Madam Chairwoman, I look forward to all of us working to-
gether. Because I think out of this one, we may get some con-
sensus.

Let’s be honest. I do not think any of the legislative proposals are
going to pass. The Administration’s bill is not going to pass. Carrie
Meek—I strongly support a lot of what Carrie wants to do—that
is not going to pass.

I think my colleague, Ms. Waters, gave everybody a very good po-
litical science lecture in about 3 minutes. She ought to go on the
internet for distance learning with it.

[Laughter.]

But I do think we could come together on at least a much better
enforcement than we have ever had of the existing rules and work
on that.

Mr. Hoover, you wanted to comment on that?

Mr. HOOVER. Yes, thank you very much. I would just like to
pledge the support of NCDA and the members that I am rep-
resenting today to that effort.

As you know, we work very closely with the Department of Hous-
ing and Urban Development to get the spend-down rate more in
line. And we are committed to doing that.

Mr. FRANK. Good. Let me throw in here, both for NACO and for
the Conference of Mayors, if we could get—and you, of course,
NCDA is the primary advocate for this. If we could all agree that
when HUD enforces, in fairness to HUD, they just do not just get
jumped on and they are left alone, because they had the temerity
to enforce the rules.

If we could all agree to try and support such enforcement, I think
we may be able to advance this.

Madam Chair, I am finished. And I thank everybody for helping.

Chairwoman KELLY. Thank you very much.

Mr. FRANK. Mr. Hoover had one more.

Mr. HOOVER. Just one more thing. In a quick aside, when we ask
for money, I will tell you that what would be very beneficial would
be technical assistance money directly:

Mr. FrRANK. OK, Mr. Hoover. I have got to tell you this. If my
district, if my community was about to go into the district of the
guy who is now the Budget Chairman, I would not waste time talk-
ing to me and Kelly. So why don’t you go there and go talk to him?

[Laughter.]

Mr. HOOVER. I intend to do that.

Chairwoman KELLY. If there are no more questions, then the
chair notes that some Members may have additional questions,
which they may wish to submit in writing. Without objection, the
hearing record will remain open for 30 days for Members to submit
written questions to these witnesses and place their responses in
the record.

This panel is excused with our great thanks for your patience
and your testimony. And we appreciate your time.

[Whereupon, at 1:37 p.m., the hearing was adjourned.]
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Opening Statement of the Honorable Marge Roukema
Chair
Subcommittee on Housing and Community Opportunity
Committee on Financial Services

Subcommittee on Housing and Community Opportunity Hearing on
“Review of the Community Development Black Grant Program”

Thursday, March 14, 2002

Today’s hearing will focus on the Community Development Block Grant
(CDBG) program. The CDBG program is the largest source of Federal community
development assistance to State and local governments. This program provides
communities with resources to undertake eligible housing, community development,
economic development, and public services activities. The CDBG program was
established to benefit low-and moderate-income persons, to eliminate or prevent
slums and blight, or address a need that poses a threat to the health or safety of a
community.

During the last few years, issues have been raised regarding the use and
targeting of the CDBG funds. While the majority of CDBG funds are used to assist
low-and moderate-income development and assistance, there have been instances
where local governments have used CDBG funds for projects such as constructing
tennis courts, swimming pools, renovating museums, new sports arenas and paving
roads — projects that some feel are outside the stated mission of the CDBG program.

In addition, many have expressed concerns that Congress has increased the
CDBG program’s total funding while directing a substantial and increasing amount
of program funds to non-formula based activities -- activities that may not benefit
the originally intended target of low- and moderate-income communities.

Furthermore, this year, the HUD budget proposes a legislative change that
will alter the current distribution of CDBG formula funds to reduce the size of
grants going to communities with per capita income two times the national average.
The Administration believes that this will focus more funds on where they are
needed most: the nation’s poorer neighborhoods, especially the colonias along the
U.S. border with Mexico. '

The Administration’s FY 2003 budget includes $4.732 billion for CDBG. This
represents an increase of $95 million. Of the $4.732 billion in FY 2003, $4.436-
billion will be distributed to entitlement communities, States and insular areas, and
$73 million will be distributed by a competition to Indian Tribes for the same uses
and purposes.

The Administration also intends to submit legislation to fund grants to
Insular areas into the formula block grant process. Currently, they are funded
separately at about $7 million. The Administration believes that this shift will give
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the Insular areas certainty of funding in the future and would bring them in line
with other CDBG entitlement communities.

We have asked our witnesses here today to comment on the Administration’s
proposal, and on HR 1191, the Community Development Block Grant Renewal Act.
H.R. 1191, introduced by Congresswoman Carrie Meeks, would amend the CDBG
statute to require grantees to spend at least 80% of their CDBG funds to directly
benefit low- and moderate-income people, instead of the current 70% threshold. It
would also require grantees to spend at least 40% of the CDBG funds to directly
benefit low-income persons; and change the methodology used to determine the
amount of CDBG funds that benefit low and moderate income people.

We look forward to hearing from each of our witnesses this morning and I
will now turn to the Ranking Minority Member, Congressman Frank.
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STATEMENT BY LINCOLN DIAZ-BALART
HEARING ON H.R. 1191 THE COMMUNITY DEVELOPMENT BLOCK GRANT
RENEWAL ACT
SUBCOMMITTEE ON HOUSING
COMMITTEE ON FINANCIAL SERVICES
March 14, 2002

Mr. Chairman, I wish to submit my testimony in support of HL.R. 1191, The Community
Development Block Grant Renewal Act (CDBG) of which I am a cosponsor. For too long, the
impoverished of this nation have been deprived of economic benefits that seek to bolster the
economy and the status of their communities. CDBG is a program designed to fulfill this task,
yet somehow lost its way in certain jurisdictions and must be refocused to ensure it succeeds in
its original capacity: to provide affordable and safe housing for the needy. H.R. 1191 is
instrumental in ensuring the CDBG program will be used for the purposes for which it was

intended.

CDBG, as one of the nation’s largest anti-poverty block grant programs, must be restored to the
spirit of its original congressional intent as set out in the 1974 Housing and Community
Development Act. The goals of CDBG were to eliminate “slum” neighborhoods; end the
deterioration of community facilities important to the health and welfare of low and moderate
income people; expand housing avajlability for these people; reduce the isolation of certain
income groups; and revitalize poor communities. Somewhere along the line, these honorable
principles were forgotten by some recipient communities, who have used their funding for
purposes that do not directly affect the low and moderate income residents that the funding is

directed toward.
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CDBG allocations are the property of those it serves to assist. The poverty levels and housing
conditions in a community determine how much that area will receive. Essentially, the poorer a
community is, the more it will receive. In turn, this money should be used to alleviate the

conditions that necessitated it in the first place.

However, too often certain jurisdictions use funds in ways that do not directly benefit these
individuals as was the original congressional intent. Instead, these funds are being used like tax

dollars -- as a substitution for normal municipal and county functions.

While these uses are not illegal, standards are needed to end abuse of the funds. Housing
resources need to be targeted to the lower and middle income communities most in need, and a

definitive focus needs to be developed and adhered to.

CDBG is meant for the benefit of the poor. H.R. 11191 makes this goal a reality by targeting the
neediest areas with the requirement that 80% of CDBG funding be used only on those programs
that directly benefit low or moderate income individuals. H.R. 1191 is important legislation that
reaches out to the poor, at the heart of the program. It increases and clarifies CDBG resources

and brings it in line with congressional intent.

One of the great initiatives of HR. 1192 is the promotion of public participation by the allocation
of new grants to nonprofit organizations which serve the interests of lower income people and

monitor the use of CDBG funds. By encouraging community involvement by those with the
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most stake in CDBG -- such as the non-profit community — housing activists and individuals
with low to middle incomes can help to ensure proper use of funding. CDBG does, after all,

require a citizen participation strategy by administering entities.

Mr. Chairman, the economy is fighting its way out of a recession which has affected the poor
more than anyone. In many cities, poor communities get poorer and bigger every day. However,
by making sure CDBG resources are going to where they are most needed and encouraging
communities to take the lead in their oversight and utilization, not only will low and moderate
income neighborhoods see the benefits, but the United States economy as a whole will profit. I
have worked with Congresswoman Meek for many years and I am well-acquainted with her
dedication and service to our communities in need. I want to thank Congresswoman Meek and

this subcommittee and the full committee for all the hard work that has gone into this legislation.
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Congressman Felix J. Grucci, Jr.
Opening Statement
Subcommittee on Housing and Community Opportunity
Hearing on Community Development Block Grants
March 14, 2002

Thank you.

I would like to thank you for holding this hearing today. Community Development Block Grants
are the largest source of federal funding for state and local communities. Many areas across this
nation, one of which I represent, need these funds and rely upon them for important community
initiatives.

While CDBG funds are intended to go to low and moderate income communities, these funds are
occasionally misspent on projects that are not only fiscally irresponsible, but also out of the
scope and the purpose of these grants. It is for this reason, that the Administration has changed
the format for these funds. Under the President’s proposed budget, HUD would reduce the size
of grants going to communities with per capita income two times the national average. The
money saved on this proposal would go towards the colonias along the U.S. border with Mexico.

In 2002, Suffolk County, which I represent, received $4,264,000. These funds were of great
importance to my district and my constituents. In the past, among other things, these funds have
gone towards providing public drinking water to low-income neighborhoods, housing
rehabilitation, code enforcement, drainage, and park improvements. 98% of these funds went
directly to low and moderate income areas.

While I appreciate the President’s proposal to re-direct some of these funds, I do have some
apprehension about the types of communities that may be affected. I understand that the current
income levels are not yet compiled, and thus we do not know what communities this budget
proposal would affect.

The budget states that only the wealthiest one percent of the communities in the nation would be
affected by the budget’s proposal. While I understand and appreciate the intent of this change, I
must also remind the committee that even in some of the wealthiest communities, there, too, are
low income areas that need these funds and should not be penalized because the overall income
of their neighboring areas are 2 times the national average.

For example, Suffolk County is an urban county. Parts of Suffolk truly rely on these funds and
have a population that needs them. However, the county also includes an area of good size that
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would fall under the category of two times the national per capita income level. For example,
the Hamptons are located within my district. The Hamptons are traditionally high-income areas
that would fall under the category of two times the per capita income average. However, there
are parts of the Hamptons that are low-income and those need CBDG funds to help community
development in the area. For example, Suffolk County recently built a head-start facility in a
very low-income area within South Hampton with CBDG funds. It would be a tremendous
injustice to find that such a facility would not be able to be built because it neighbors a high-
income area.

Since we do not yet have the Census data, I am not sure whether or not my district will be
affected by the new formula. However, I know that many districts are in a similar situation as
mine — a diverse range of income levels span from very low-income to very high-income. The
low-income areas need the CBDG funds for basic community projects. However, there is a
possibility they will be penalized for their geographic proximity to higher income areas. This is
simply not fair.

1 hope that we can find a solution to this problem by eliminating wasteful spending without
hamstringing the communities that really need these funds.

1 look forward to your testimony and appreciate your being here this morning.
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Statement of Congresswoman Sue Kelly
House Committee on Financial Services
Subcommittee on Housing and Community
Opportunity Hearing: Review of the
Community Development Block Grant
Program

Thursday, March 14, 2002 at 10:30 a.m. in 2128 Rayburn

Chairwoman Roukema, Ranking Member Frank I want to thank you both for agreeing to
hold today’s hearing to review the Community Development Block Grant program. As
we are all aware, the Administration has called for reforms of the Community
Development Block Grant program in the budget submission and we all need to give
these proposals close examination.

Community Development Block Grants distributes approximately $4.3 billion to over
1,000 cities, urban counties and the states each year. These funds support various
community development activities that are required to be directed primarily to low and
moderate income persons. [n my home of Westchester New York these funds fill critical
needs. Seniors, the disabled, low and moderate income working families are dependent
on the services these funds provide. In addition, these funds help strengthen communities
by assisting towns with the proper growth and redevelopment of their commercial and
public areas.

On page one hundred and seventy five of the budget, the administration calls for a
redistribution of Community Development Block Grant funds. In an effort to ensure that
these funds are truly targeted to poorer communities the administration calls for a fifty
percent cut to these funds to communities whose per capita income is two times the
national average. On the list of the towns and cities who qualify for this proposed cut is a
single county --Westchester County. Because of this Westchester would be subject to a
three point five million dollar cut which makes up thirty five percent of the expected
revenues.

This proposal troubles me and my neighbors in Westchester County. The needs of
Westchester County will only grow larger in the future. Poor families will still need
clean safe affordable housing, seniors and disabled residents will still need support
services. In light of all these needs this proposed cut is unacceptable.

Secretary Martinez has assured me that he is willing to work with us on this issue and 1
have found him to be a good and reasonable man. It is my hope the testimony we hear
today and the discussions we will have will give us all a better understanding of the
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issues involved. I look forward to working with my colleagues on this committee along
with HUD, County Executive Spano and County Legislator Oros as we seek to ensure
that Community Development Block grants continue to be distributed fair and equitably
and this proposed cut does not become a reality.
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Testimony of
U.S. Rep. Carrie P. Meek
In support of H.R. 1191 before the
Subcommittee on Housing and Community Opportunity of the Financial
Services Committee
March 14, 2002

Chairman Roukema, Ranking Member Frank and members of the committee,
thank you for holding this hearing on H.R. 1191, The Community Development Block
Grant (CDBG) Renewal Act, my bill to target more community development block grant
funds to low and moderate income people.

| want to thank my colleague, Congresswoman lleana Ros-Lehtinen who will be
testifying in support of my bill. | also want to enter for the record a statement of support
from Congressman Lincoin Diaz-Balart who is unable to attend this hearing.

I don’t need to lengthen this presentation with a catalog of the unmet needs in
low and moderate income communities. All of you know that we have an affordable
housing crisis, that many distressed areas face unemployment in the double digits, and
that deteriorating urban and rural communities desperately need funding for community
revitalization. This is precisely why it is so critically important to ensure that CDBG funds
are used for their intended purpose of helping low and moderate income people.

Madam Chairwoman, since 1974, CDBG has provided states and local
governments with a flexible source of federal funds intended to improve low and
moderate income communities by providing decent affordable housing, eliminating
blight, creating jobs and expanding economic opportunity.

As all of you know, the CDBG program is not a revenue sharing measure. Itis
not meant to simply redistribute money from the Federal Government to the States and
local governments for any purposes whatsoever.

Rather, one of the primary purposes of the CDBG program is to build housing, -

to provide safe, healthy housing for people who cannot afford market rents. It is meant
to provide economic development and jobs for people with low and moderate income.

I introduced this bill because | am very concerned that, while many jurisdictions
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comply with both the spirit and the letter of the CDBG law, many other jurisdictions are
using CDBG funds for purposes far removed from CDBG'’s intended goal - to principally
benefit low and moderate income persons.

At a time when community-development corporations and other agencies
focusing on developing poorer neighborhoods are inadequately funded, jurisdictions
should not use their poor neighborhoods to justify and obtain CDBG funding, but then
use these funds in their wealthier neighborhoods.

Many of you may be familiar with recent reports of CDBG funds being used to
support the development of U.S. Post Office facilities, to repair airport runways,
renovate museums, build sports arenas, and pour miles of concrete in many
jurisdictions. These may well be wonderful projects, but they are not projects that
should be funded through CDBG.

It is time to do a better job of managing scarce CDBG funds. | believe that the
CDBG program must be reformed. We should return to Congress’ original intent in
adopting the CDBG law - to improve communities by providing “decent housing;” “a
suitable living environment ;” and expanding economic opportunities...” all primarily to
benefit persons of low and moderate income.

My bill, the “Community Development Block Grant Renewal Act” will solve
these problems. H.R. 1191 would amend the CDBG statute to refiect the true, original
spirit and intent of the law by refocusing the CDBG grant program on low and moderate
income people.

H.R. 1191 is currently cosponsored by fifty-nine Members of Congress who want
to see more CDBG monies used for low income Americans. The bill also is supported
by dozens of organizations serving low and moderate income people across the nation,
including the National Low Income Housing Coalition, The National Council of La Raza,
The National Congress for Community Economic Development, and the Center for
Community Change. | would ask that these support letters from national advocacy
groups and community organizations be included in the record.

Let me highlight the key provisions of H.R. 1191. My biil would require grantees
to spend at least 80% of their CDBG funds to directly benefit low and moderate income
people, instead of the current 70% threshold.

My bill would also require grantees to spend at least 40% of CDBG funds to
directly benefit low income persons - those with incomes between 30% and 50% of the
median.

Currently, there is no mechanism to prevent jurisdictions from spending all or

most of their CDBG money for households at the relatively high level of 80% of the area
median income.

Housing advocates across the nation note that not enough CDBG money is being

2
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allocated for persons with extremely low income - those with incomes below the 30% of
the median, and low income people This provision seeks to change that by better
targeting CDBG funds to low income Americans.

Finally, my bill would require proportional accounting so that CDBG grantees
would calculate the benefits to low and moderate income people by using the actual
percentage of low income persons residing in the census tracts served by the grant.

The reason that many jurisdictions can claim that over 90% of their CDBG
expenditures benefit low and moderate income people is because currently, the CDBG
law allows 100% of CDBG money spent on non-housing activities to count as
benefitting lower income people, even if only 51% of the beneficiaries are low or
moderate income.

For example, if a jurisdiction spends $500,000 on a road improvement in a
census tract where 51% of the households are low or moderate income, that jurisdiction
reports to HUD that all $500,000 of that CDBG spending benefits low and moderate
income people, rather than the proportionate amount of $255,000 ($500,000 x .51).
This lack of proportional treatment "inflates" the benefit report by 49%.

This benefit report “inflation” is well documented. A 1993 audit by the HUD
Office of the Inspector General reviewed CDBG expenditures for 18 grantees and found
that HUD’s low and moderate income benefit claims were largely based on specuiative
estimates and inappropriate methodologies, and as a result, were significantly
overstated. The audit showed that when proportionate accounting was used, the
actual benefits to low and moderate income individuals were approximately 65
percent for the 18 grantees, even though HUD continuously reported the annual
percentage of low and moderate income benefits as exceeding 90 percent.

Madam Chairwoman, proportional accounting in the CDBG program is a badly
needed reform. Counting all of the CDBG dollars spent on an activity as benefitting
lower income persons when it is known that a substantial portion of those benefitting
from the activity are higher income persons is just plain wrong. The absence of
proportional accounting greatly exaggerate the CDBG program’s achievements in
serving low and moderate income persons.

We cannot justify the continuation of a system that so greatly distorts the
program’s effectiveness. | strongly believe that these reforms must be enacted into law
in order to preserve the integrity of the CDBG program and to renew our commitment to
the neediest among us.

The reforms included in my bill have been around for some time. Under former

HUD Secretary Jack Kemp, the first Bush Administration tried to pass similar provisions
into law.

In my view, these changes to the CDBG program raise a fundamental issue of
fairness. The federal resources to revitalize America’s poorest communities and

3
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empower the neediest among us are in short supply. It is up to us to ensure that CDBG
funds are distributed fairly, managed in the most effective manner possible, and achieve
the original intended purpose - to benefit low and moderate income people.

Thank you once again for holding this hearing and for your consideration of my
bill. | look forward to working with you to pass this legislation, before this session of
Congress concludes.
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Testimony of Congresswoman Ileana Ros-Lehtinen
Subcommittee on Housing and Community Opportunity
Financial Services Committee
March 14, 2002

Mr. Chairman, thank you.

1 am here on behalf of Congresswoman Meek to testify on H.R. 1191, the Community Development
Block Grant Renewal Act.

This act concerns one of the most significant sources of federal funding for housing, economic
development, job creation, and community revitalization.

The Community Development Block Grant Renewal Act would target funds to low and moderate
income communities by providing affordable housing, suitable living environment, and expanded
economic opportunities.

The CDBG was originally established as Title I of the Housing and Community Development Act
of 1974.

The act served to improve communities by providing state and local governments with an elastic
source of money to use for the benefit of low and moderate-income communities

Title I assured that, at minimum, 70% of the allocated funds would be used for those people
earning low to moderate incomes.

H.R. 1191 looks to improve the “Primary Objective’ of the CDBG to ensure that at least 80% of
such funds go directly to aid low and moderate income individuals and families.

The act specifies even further that at least 40% of the appropriated money is earmarked for people
of lower income.

This “Primary Objective” will help bring needed aid to a suffering housing industry and will fill
the gaps of current law.

H.R. 1191 also enables the CDBG to give monies to non-profit organizations whose sole purpose
is to help low and moderate income people.

This non-profit funding will promote greater public participation and provide a better forum to
monitor the use of CDBG funds.

According to H.R. 1191, any business which receives funds from CDBG still has to make sure that
at least 51% of any new or retained jobs would target lower income people.
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H.R. 1191 has strong support from several groups such as the National Council of La Raza,
National Low Income Housing Coalition, National Alliance to End Homelessness, and Miami-
Dade Board of County Commissioners.

T would like to encourage all my colleagues to please support H.R. 1191, the Community
Development Block Grant Renewal Act and help to end the current housing crisis that so many low
and moderate income communities are facing.

Thank you, Mr. Chairman.
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Testimony of Congressman Christopher Shays
on Community Development Block Grant (CDBG) Budget Cuts
Subcommittee on Housing and Community Opportunity

March 14, 2002

Chairwoman Roukema, Ranking Member Frank, and members of the
Subcommittee, thank you for allowing me to come before your panel to discuss the
Administration’s proposal to reallocate the distribution of Community
Development Block Grant (CDBG) formula funds.

I am here to ask that you evaluate CDBG based on how communities spend their
funds and to encourage you to reconsider the Administration’s proposal to cut 50
percent of CDBG funds from the top one percent of eligible communities.

CDBG is the largest source of federal community development assistance to state
and local governments. It is one of the most flexible, most successful programs the
federal government administers.

The Administration’s budget proposal includes a recommendation that would
reduce the size of CDBG grants for communities with per capita income two times
the national average. The effect of such a proposal is to discourage diversity and
force lower-income people out of communities they have called home for many
years.

As a Congress, we are committed to helping those in need and those who are not in
a position to help themselves. The message this proposal sends is that we are
committed to helping those in need, just as long as they remain centralized in the
poorest regions of our country.

CDBG funds provided to many of these communities benefit the entire region. For
instance, funding provided to Greenwich, Connecticut has been used to support
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joint regional projects such as a Homeless Shelter, a Food Bank, a Drug Liberation
Program, and two Youth Homes. Communities in our district work hand-in-hand
to fund the projects that benefit low- to medium-income families throughout the
region.

One of the best examples of such a program is Kids in Crisis, which was jointly
funded by Stamford and Greenwich from 1995 to 2001. This program provides
counseling and two group homes for abused and neglected children in a campus-
like setting. The program was so successful it received a HUD Best Practice
Award in 1999 as part of the 25th anniversary of CDBG. It seems to me programs
that achieve national recognition and awards deserve our continued support -- not
the budget ax.

The Administration’s proposal also ignores the fact that providing services in areas
with a high cost-of-living is significantly more expensive. As a result, an
improvement project in one of the targeted communities may cost three to four
times more than in other areas of the country. CDBG funds are a necessary boost
in providing valuable services where the cost would otherwise be prohibitive.

This Congress faces some tough budget choices, but the Administration’s proposal
sets up a false choice. Encouraging economic development in the nation’s poorer
areas, such as the Colonias along the U.S. border with Mexico, is an important
issue and one I fully support. But this is not a case of taking from the wealthy and
giving to the poor. This is a case of taking from the poor and giving to the poor.

Maybe it’s time to evaluate programs based on merit -- based on their effectiveness
in benefiting the poorest 10 percent of the community. Maybe it’s time to reward
those communities that spend funds in accordance with the letter of the law.

Thank you again for this opportunity to testify. I would be happy to answer any
questions the committee may have.
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Testimony of Representative Henry A. Waxman to the
Subcommittee on Housing and Comununity Opportunity
“Review of the Cornmunity Development Block Grant Program”
March 14, 2002

1 appreciate the opportunity to submit testimony on the Community Development Block
Grant (CDBG) program. I am deeply concerned about changes the Bush Administration has
proposed in the funding formula, under which Santa Monica would lose half of the $1.7 million
it receives each year in CDBG funding. This cut would be devastating to the City’s efforts to
promote its goals for residents in need.

The City of Santa Monica has a long history of progressive activism. It is a city that
values diversity, and is strongly committed to providing support for residents who are poor,
elderly, disabled, or mentally ill. Instead of allowing a “not in my backyard” attitude to take
hold, the City of Santa Monica and its residents are doing all they can to ensure that those in need
of support can remain members of the community.

The Community Development Block Grant funds are vital to implementing programs that
promote diversity and economic integration in Santa Monica, and improve the quality of life for
low-income individuals, families, and neighborhoods. Santa Monica does an excellent job of
targeting the funds to members of the community who are most in need of assistance, and a local
ordinance ensures even stricter targeting to low-income residents than Federal law and regulation
require.

One need that Santa Monica is particularly concerned about is affordable housing. As
you know; the State of California is suffering from a housing crisis, and Santa Monica is a
glaring example: the median price for home sales in December 2001 was more than $547,000 in
Santa Monica.

Under the City’s Consolidated Plan, which HUD has approved, CDBG funds will be used
for several efforts to address the housing crisis at the most basic levels. First, the City will use
$233,550 to provide emergency shelter and case management to 2250 homeless adults, helping
them to become self-sufficient. This figure is 60% of the total operating cost for the City’s
homeless shelter. Without these funds, the City would have to either reduce the number of beds
it provides, or cut the case management services that prepare individuals for jobs and help them
achieve independence. )

The City will also use $350,000 per year in CDBG funds to add 30 new or rehabilitated
housing units to its housing stock over the next three years. These units will be reserved for low-
income and very low-income individuals and families; for a family of four, the income limit is
$27,550.

I want to emphasize the depth of Santa Monica’s commitment to ensuring the availability
of affordable housing. Santa Monica residents pride themselves on the unique character of their
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city and believe it is dependent upon economic diversity, In 1990, voters approved an initiative
requiring that at least 30% of all new multi-family housing constructed in the City each year be
affordable to low- and moderate- income households. The City supplements its annual CDBG
funding with funding from locally generated sources, including a housing trust fund that is
subject to long-term affordability restrictions of at least 55 years, with an automatic extension up
to 80 years upon verification of full loan compliance. These provisions guarantee that affordable
housing will be available to future generations.

The City also works with private developers to ensure that new housing is accessible to
all economic segments of the community. Santa Monica requires that private developers of
market-rate housing contribute toward affordable housing by paying in lieu fees, dedicating land
for affordable housing, or developing affordable units on- or off-site. Santa Monica takes its
affordable housing obligations very seriously, and I believe it can serve as a model for other
communities that share its commitment.

In addition to providing shelter to homeless individuals and increasing the stock of
affordable housing, Santa Monica will use CDBG funds to improve the safety of its existing
housing. The Residential Repair Program provides testing for Iead-based paint and remediation
of units that are affected by lead paint. The program will also provide home security
improvements to low- and moderate-income households in single and multi-family units. This
program will benefit 250 households.

A second focus of the City’s attention and funds is addressing the needs of residents with
disabilities. Santa Monica is strongly committed not only to making sure that ifs facilities are
compliant with the Americans with Disabilities Act (ADA), but also that individuals with
disabilities are able to live and work in Santa Monica and be part of the community in every way.
CDBG funds will help pay for 500 curb cuts to fulfill the City’s ADA Transition Plan, and
provide minor home modifications for 150 low- and very low-income people with disabilities,
allowing them to continue living in Santa Monica. This is another example of the City’s
commitroent to maintaining diversity and accessibility.

A third area of emphasis for Santa Monica is improving the overall quality of life for
residents, especially low-income families. CDBG funds will support expansion and
improvement of Virginia Avenue Park, located in Santa Monica’s most diverse and economically
disadvantaged neighborhood, where the median income is less than $35,000. Because a large
portion of housing in the area consists of apartment buildings, most people in the neighborhood
do not have yards, and outdoor space is at a premiom.

The project will expand the park by 3.7 acres, and triple the indoor space available fora
community center. The community center expansion will provide new meeting space where
classes and workshops will be offered for adults, including parenting and employment classes.
The center will also provide reading classes for children, and constructive activities for teens and
older youth, including a youth fitness gym. Finally, the project includes a new facility that will
allow expansion of the community’s farmers market.
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As you can see, the Community Development Block Grant is an essential resource for the
City of Santa Monica. I strongly oppose efforis to cut funding for the program as a whole or to
individual communities, like Santa Monica, that rely on it to support their residents who have
important unmet needs.
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Chairwoman Roukema and Members of the Subcommittee,
thank you for the opportunity to testify before you today. My name is
Roy Bernardi and | am the Assistant Secretary for Community
Planning and Development at the Department of Housing and Urban
Development. On behalf of Secretary Martinez | want to extend our
commitment to work with you to improve the effectiveness of the
Community Development Block Grant (CDBG) program and to assure
that America’s neediest communities receive adequate Federal
resources to meet local development needs.

We are certainly appreciative of the additional $95 million
appropriated for the Department’'s CDBG formula programs for fiscal
year 2003. The increased funding will provide for larger allocations to
our grantees and result in more assistance being made available to
those most in need.

These communities have fewer local resources for addressing
housing and community and economic development needs and are,
consequently, in greater need of Federal financial assistance. The
lowest income residents of these communities deserve to share in

Congress’ vision of viable urban communities.
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The CDBG program, authorized by the Housing and Community
Development Act of 1974, as amended, is one of the most successful
government aid programs to have ever been created. A testimony to
this success is the longevity of the program and how it has adjusted
over the years in response to changes in public policy over the nearly
twenty-eight years since its inception. The CDBG program remains
one of the most flexible local tools for revitalizing neighborhoods and
encouraging economic development. Since its inception, the CDBG
program has provided approximately $100 billion to our nation’s cities,
towns, counties and states to undertake a wide range of activities that
are locally determined. The imprint of the CDBG program can be seen
in nearly every jurisdiction of this great country. As a former mayor
and municipal worker, | can attest to the significant impact that the
CDBG program has had on communities large and small.

Immediately prior to accepting my current position at HUD, |
served as mayor of Syracuse, New York. This provided me with first
hand knowledge of the usefulness of the CDBG program as a tool to
encourage revitalization and growth, especially in older, poorer cities.
More than that, however, was the appreciation | developed for the

devolution of this wonderful Federal program back to the community
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level and for the insightfuiness of the designers of this program in
recognizing the basic truth that the people know what their needs are
better than government officials. As a mayor, | often interacted with
mayors and other officials on issues related to community
development and the dwindling availability of resources. The CDBG
program, however, has remained one of the most useful and
dependable sources of funding for municipalities. In fact, our
proposed reduction, not elimination, of funding to the wealthiest
communities will still provide those communities with a steady, annual
funding stream — albeit at a lower level.

There are currently 865 cities and 158 counties “entitled” to
receive CDBG funds directly from HUD; these are our entitlement
communities. In addition, 49 states and the Commonwealth of Puerto
Rico award more than 3,000 grants to smaller cities and counties from
CDBG funds allocated to the states by HUD each year. HUD
administers CDBG funds to Hawaii’s three nonentitlement counties.

Within this vast number of grantees exists a wide variety of
recipients, some quite wealthy, especially when compared with the
poorest grantees. ltis, therefore, quite understandable that calls

would be made to re-evaluate the method of allocating the limited



74

resources of the CDBG program. The continually increasing number
of grant recipients has resulted in CDBG funds being stretched further
and further with, in some localities, a lessening of the impact CDBG
dollars can have on local housing, neighborhood development, public
facilities, economic development and the provision of social services.

Even though CDBG formula funding has grown 11 percent since
1980, many large cities have seen a decrease in their CDBG funds,
while some of their wealthy suburbs have received increased funding.
For example, New York City’s 2002 CDBG grant was 16 percent less
than its 1980 grant, while over this same time period Greenwich, CT's
CDBG funding increased 43 percent and Westchester County’s
increased 51 percent. Likewise, Boston's funding decreased 5
percent, while Newton’s increased 11 percent, over the same time
period. Even some distressed cities have seen substantial decreases
in their CDBG funding over the past 20 years. St. Louis and
Cleveland, with per capita incomes less than three-fourths the national
average, receive 21 percent less CDBG dollars today than they did in
1980. This proposal represents a small, but important step in

redirecting CDBG dollars from areas with sufficient fiscal capacity to
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meet their housing and community development needs to those
communities with greater needs and fewer resources.

While the CDBG program may be heralded as the dependable
flagship of Federal financial resources, the Department clearly
recognizes that current economic realities require at least some
rethinking of how we do business. The Department supports targeting
of CDBG funds to provide assistance to lower income persons to the
greatest extent permissible under the Housing and Community
Development Act of 1974 (the Act), as amended.

H.R. 1191, a bill introduced to amend this Act, proposes a fairly
stringent targeting of CDBG funds in an effort to assure that the needs
of the lowest income communities are met. With respect to H.R. 1191,
it would be premature for the Department to respond to this bill, at this
time, since it has not yet been voted out of committee. We recognize
that there is some concern with this bill because while it will demand
more targeting it will significantly limit, for many communities, the very
flexibility that has been the cornerstone of the program.

In addition, the Department was asked by Congress to submit a
study of targeting of CDBG funds and HUD’s administrative oversight

of the program. That study was delivered to the House Committee on
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Appropriations yesterday. The report emphasized three things: (1)
targeting of CDBG funds is accomplished by the formulas used in
determining allocations; (2) the program requires that 70 percent of a
grantee’s CDBG funds principally benefit low- and moderate-income
persons; and (3) activities identified as principally benefiting persons of
low- and moderate-income generally assist persons of whom at least
51 percent are low- and moderate-income. In addition, our analysis
shows that, for low- and moderate-income benefit activities completed
during FY 1998 — FY 2000, 84 cents of each CDBG dollar expended
directly benefited low- and moderate-income persons. Finally, HUD’s
administrative oversight of these targeting requirements is based upon
verifiable quantitative data. Our systematic and continuous review of
our data ensures that grantees are undertaking activities that are
principally benefiting low- and moderate-income persons.

Notwithstanding the foregoing, the Department has proposed an
adjustment to the method of allocating CDBG funds: a reduction in the
level of funds provided to the wealthiest communities to provide more
funds for distribution to the poorest communities.

Currently, CDBG funds are already targeted in two ways: first,

by use of need-based formulas; and second, by requiring that 70% of
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a grantee’s allocation benefit low- and moderate-income persons. In
the first instance, CDBG program funds are allocated by use of one of
two need-based formulas. The first (and original) formula is calculated
by counting poverty, 50 percent; population, 25 percent; and
overcrowded housing, 25 percent. The second formula is calculated
by counting poverty at 30 percent; population growth lag from 1960 to
2000, at 20 percent; and age of housing stock (number of units
constructed before 1940), at 50 percent. A locality’s annual allocation
is determined by the higher of the two formulas with slight pro rating to
assure that the total amount of funds distributed does not exceed the
total amount appropriated.

In addition to the use of two needs-based formulas to determine
annual local allocations, the Act requires that not less than 70 percent
of the CDBG funds provided to states and entittement communities be
used for the support of activities that benefit low- and moderate-
income persons. Low- and moderate-income person means a
member of a household having an income equal to or lower than the
Section 8 low-income limit established by HUD. Generally, the

incomes are less than 80 percent of the median income in an area.
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While the Act and our regulations require that CDBG funds
primarily benefit low- and moderate-income persons, more can be
done to further target these very funds to the neediest grantees. In a
period of reduced budget authority such as we are experiencing now, it
is apparent that a strong effort must be made to adjust allocations of
our limited funds. Our wealthiest recipient communities would have
their annual formula allocation reduced, but not eliminated, to provide
for needier communities to receive more adequate levels of funding.

The Department is currently proposing a change in determining
grantee eligibility that may better target our funds in just such a way.
Our 2003 budget proposes reducing the annual CDBG allocation to
the wealthiest one percent of eligible grantees, those with per capita
income two times the national average ($14,420 in 1989), by 50
percent. Using the latest available data (from the 1990 census), an
example of the effect of such a reduction, based upon FY 2002 data,
would provide approximately $8.6 million that could be distributed, by
formula, to all remaining grantees. This would also allow budget
resources to be shifted to other efforts, such as the proposed Colonias
Gateway Initiative that will serve some of the most distressed

communities in the country.
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The communities that would lose funding based upon the 1990
census data currently available are:

Community Per Capita Income as a FY 2002 CDBG funds
multiple of National
Average
Greenwich, CT. 3.2 $1,157,000
Newport Beach, CA 3.2 $ 490,000
Lower Marion, PA 2.9 $1,407,000
Naples, FL 2.9 $ 149,000
Palo Alto, CA 2.3 $ 808,000
Westchester County, NY 2.1 $7,004,000
Santa Monica, CA 2.0 $1,787,000
Brookline, MA 2.0 $1,872,000
Newton, MA 2.0 $2,663,000
TOTAL $17,337,000

The following communities were inadvertently listed in the original 2003 budget
summary: Colorado Springs, CO; Penn Hills, PA; Virginia Beach, VA; and Malden, MA.

By reallocating the funds from the wealthiest communities, the
Department will be able to target CDBG funds to communities that
have lesser local resources for housing, community and economic
development needs. The nine communities (with a total CDBG
allocation level of $17.3 million) were identified from 1990 census data
as meeting the threshold of exceeding the per capita income by 200
percent. However, these communities may change once the 2000
census data is available. A final analysis of the actual communities to
receive a reduction of a portion of their CDBG funds will not be
possible until the new per capita income data is available in the fall of

2002.
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Finally, let me address possible changes to the basic formula to
distribute funds to our grantees. In FY 2002, we had access to 2000
census data on population and growth lag. That was used. For the
FY 2003 allocation we expect to have 2000 census data for the
remaining formula factors of poverty, pre-1940 housing and housing
overcrowding. We will not have, however, data for the whole country
until late fall 2002. When this complete data is available, we will
conduct a formula study. We do not expect to have that formula study
completed until sometime in the spring of 2003. Congress could then
consider the targeting issue and decide if changes should be made to
the allocation formula in FY 2004. The Department has undertaken
similar studies following each decennial census.

Thank you very much. This ends my opening remarks.

10
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March 14, 2002

My name is David Cohen and | am the Mayor of Newton,
Massachusetts, a city of 82,000 just west of Boston. | want to urge
you to support the existing funding formula in 42 USC 5306 as it
pertains to the creation of any factor based on overall community per

capita income.

Newton is such a City and over the past decade the low-moderate
income people living here have benefited greatly from the generosity
of the Federal Government. Since 1991 the City has used $3.7 million
in CDBG funds and $1.3 million in Home funds to help leverage the
construction of 605 units of affordable housing. Now | know that 605
units over ten years may not seem like a lot. But Newton is a
community with almost no vacant land. In excess of 99% of the land is
in use and the construction of 600 units represents a huge effort in
terms of finding sites and putting together the packages to make the
housing happen. And it has made a difference. Some one thousand
people are living in good homes in Newton, thanks to your program,
many of whom might otherwise not a place to live at all, and almost all

of whom would not have a place to live in Newton.

The City of Newton cares very much about the diversity of its
population. That diversity enriches all of us, giving a greater
understanding of and respect for the traditions of our neighbors and a
deeper appreciation of our own heritages. The availability of affordable
housing is critical to our maintaining a degree of income diversity. And
over the years we have taken significant steps to expand that
availability. Many years ago, when | was a member of the Newton
Board of Aldermen in the early 70’s, we enacted first in the state and

one of the first in the nation legislation requiring housing developers
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coming into the City to provide 10% of their units for low-moderate
income housing. That ordinance, in an amended form remains in force

today.

And this past fall the people of Newton in a referendum voted on by
the entire city, chose to increase their annual taxes by an additional

1% in order to build more affordable housing.

Last year the City approved the largest ever affordable housing
development in its history. It was passed unanimously and with the
active support of the residents of the surrounding neighborhood.

| also think it is very important that those people needing affordable
housing have access to as wide a range of communities in our
metropolitan area as possible. Low-moderate income individuals
should not be restricted to living in the core cities for lack of affordable
housing elsewhere. The best tool that we have available to us in order
to achieve this end is the CDBG program. And | hope that our access

to these funds will not be reduced.

The City of Newton has also put CDBG money to use over the years
in making sure that eligible residents lived in housing that met the
building code. Since 1991 we’ve used $5 million of your money to do
220 major rehabs of substandard units and 750 minor ones.

It is my understanding that this committee may be contemplating a
comprehensive review of the funding formula once the latest census
data is released. | would urge the committee not to make any partial
change in that formula until you’ve had a chance to fully assess the
impact such a change would have on the communities that depend

upon those funds.
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Although most of Newton’s residents are well-off, not every individual
is a wealthy person. In fact, there are many low-moderate income
people who live in the City. According to the 1990 census, the most
recent source for which we have data available, in a city of 29,000
households, some 7500 fall below 80% of the median family income. If
you're the state or a private funding source not from Newton, it's easy
to overlook these families. After all, Newton is a wealthy community.
So in the competition for state and private funds for our low-moderate
income citizens Newton has not fared very well at all. The one place
that Newton’s low-moderate income population has received support
has been from the federal government. We have tried to expend those
funds in ways that promote the development of viable urban
communities, provide descent housing and a suitable living
environment, promote diversity in our community and afford a greater
opportunity for people of all income levels to have a chance to live in

Newton.

We believe that our full participation in this program furthers the
purposes of this act in an important way. We ask only to be allowed to
continue that same participation.



84

Testimony of
Yvonne “Bonnie” Gonzalez
Chief Executive Officer of the
Rio Grande Valley Empowerment Zone Corporation

before the

Housing and Community Opportunity Subcommittee
House Financial Services Committee
House of Representatives
| March 14, 2002




85

Good Morning, Chairman Roukema, Ranking Member Frank and members
of the Subcommittee on Housing and Community Opportunity.

My name is Yvonne “Bonnie” Gonzalez. I currently serve as the Chief
Executive Officer of the Rio Grande Valley Empowerment Zone
Corporation (RGVEZC). I have been with the RGVEZC since 1995 and am
the founding CEO (Attachment C — Bio). The Rio Grande Valley
Empowerment Zone Corporation is a 501c 3, private non-profit corporation.
We are one of the original Round I Rural Empowerment Zone designations
that received a federal investment of $40 million (See Attachment D

RGVEZC PowerPoint).

On behalf of the RGVEZC, and our numerous public/private sector partners,
I would like to thank you for the opportunity to address the Housing and
Community Development Subcommittee’s topic “Review of the
Community Development Block Grant Program”

I also serve as one of two Co-Chairs of the Southwest Border Region
Partnership’s steering committee. This is a network representative of over 84
counties within 150 miles from the U.S./Mexico border, from Brownsville,
Texas to San Diego, California. These communities developed a strategic
planning framework and identified common challenges and possible
solutions that included both private and public sector involvement (See
Attachment E — SBRP PowerPoint).

The SBRP realized that in order to have true sustainable economic
development the private sector needed to be at the table. On December 5,
1998 the SBRP and the Border Trade Alliance (BTA), a trade and commerce
advocacy organization, formed a strategic alliance to assist communities to
improve economic development opportunities (Attachment F -
Resolution).

The Community Development Block Grant (CDBG) program works largely
to ensure decent affordable housing, provide services to the most vulnerable
in our communities, create jobs and expand business opportunities.

CDBG funds have made considerable differences in the lives of generally
distressed communities in our nation. However, it is but only the beginning
as we advocate for continued investment in Americas depressed
communities.
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The RGVEZC does not receive CDBG funding. Generally distressed
communities in the RGVEZC census tracts and in the 84 counties along the
Southwest Border Region do receive some form of CDBG funds. The
housing and economic development work that we engage in is structured so
that we are only “part” of the funding of any project in our communities.
We believe strongly that communities must feel a sense of ownership and
accountability to the project in order for it to succeed and be sustainable.

Our track record includes successful partnerships in the development and
implementation of projects such as water wastewater treatment plants, Boys
& Girls clubs, health clinics and job creation through small business
development. We partner with municipal, county, and state governments but
most importantly we do this as a community based entity that holds our
partners accountable to specific outcomes. Noted in our successful record is
that fact that we have invested $38.3 million dollars and have leveraged
other investment into our communities for a total of $416 million dollars
(Attachment G — Return On Investment, Attachment H — Project
Leverage Funds).

My experience in identifying and assessing community needs spans back to
1995, when I began working with EZ communities. Who better to tell us
what was needed than those individuals living, working, providing services
and/or starting or expanding a business in the community? These were
individuals with a true vested interest in their community (Attachment I —
RGVEZC Strategic Plan, Attachment J - SBRP State Strategic Plans).

Through the support of Senator Hutchison (R) and Congressman Hinojosa
(D-15), the Southwest Border Region Partnership together with one of it’s
private sector partners, The Border Trade Alliance, was funded to provide a
comprehensive assessment of the border region’s future economic health.
This assessment was different in that we were interested in “Best Practices”.
What affordable housing programs and small business development
programs are working? Which have leveraged public sector monies with
private sector investment? After careful review and discussion with
stakeholders in communities all along the Southwest Border a compilation
of best practices on two issues was developed. The following two issues
were addressed:

1. Access to capital
a. for the development of affordable housing for the consumer
as well as the developer
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b. for creation and expansion of small business
2. Bridging the Digital Divide

A final report was submitted to Congress with recommendations
(Attachment K — ERA Report).

Of particular interest was the fact that the most successful programs were
those that included community participation, establishment of public/private
partnerships, leveraging and were performance based.

I cannot speak about those programs that are not working but I can tell you
that the RGVEZC was designated in 1994 and capitalized with a
$40,000,000 dollar seed investment (Attachment L - RGVEZC Charts).

Key factors to nurturing and growing the initial seed investment into
$416,000,000 dollars are as follows:

e Community participation

¢ Establishment of public and private sector partnerships

e Fiscal and programmatic accountability through performance and
outcomes based contracts

e Leveraging of other dollars so that no one entity had to fund a project
100%

e A plan for future sustainability

This process has proven to be successful as evidenced by the return of
$10.00 dollars for every $1.00 of investment (Attachment G - Return on
Investment)

‘What a return on our Governments’ investment!

In a time of limited resources and critical community challenges we do not
have the luxury of “reinventing the wheel”. Communities across America
share common needs in affordable housing, business development, job
training, infrastructure, education, public safety and environment It is our
belief that these common issues can be addressed by continued investment in
programs and organizations that have a proven and suecessful track record.

We must continue to revitalize communities across America and provide for
a better “quality of life” to all.
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The Community Development Block Grant Renewal Act of 2001
HR 1191

| appreciate the invitation to testify today. | am Ed Gramlich, Research and
Community Development Specialist at the Center for Community Change (CCC).
The Center is a national non-profit organization that for 33 years has provided
technical assistance to low income, community-based organizations around a
variety of issues such as: housing, housing trust funds, public housing,
community reinvestment, transportation, and education. We work on the ground
in approximately 250 low income communities around the nation; therefore, we
are very familiar with the impact of various federal policies on low income people.

Since the beginning of the CDBG program in 1974, CCC has played a national
leadership role, helping low income groups to be fully informed about CDBG law,
regulation, and HUD Policy Issuances. On a personal note, CDBG has been at
the core of my work since the funds were first distributed in 1975. With the
knowledge we provide, low income, community-based groups are better able to
effectively engage CDBG’s public participation process and to influence the local
allocation of this resource so that more of it meets the pressing needs of low
income people.

Based on the problems CCC observes in its daily CDBG work with low income
organizations, we fully support and endorse the provisions of the “Community
Development Block Grant Renewal Act”, H.R. 1191. The testimony presented
here utilizes CCC’s daily experience to explain the specific CDBG problems that
low income people encounter and describe how the features of H.R. 1191 would
help to address those problems.

The problems that H.R. 1191 seeks to address are not limited to one or two
locales. Because of CCC'’s direct work with low income, community-based
groups all across the nation, we know that the problems encountered exist at all
points of the compass, in jurisdictions of various sizes, over all periods of time,
and regardless of the Administration in office.

1000 Wisconsin Avenue NW, Washington, DC 20007202-342-0567 Fax: 202-333-5462
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The modifications H.R. 1191 seeks are not radical. The amendments sought by
H.R. 1191 are firmly rooted in the historical “Primary Objective” of the Housing
and Community Development Act of 1974:

“The primary objective of this title and of the community development
program of each grantee under this title is the development of viable urban
communities, by providing decent housing, and suitable living environment
and expanding economic opportunities, principally for persons of low and
moderate income.”

The CDBG program has diverged from its Primary Objective by becoming unduly
“place based”, forgetting the law’s goal of making places better principally for
lower income people.

The CDBG program has also lost its anchorage in the Primary Objective and its
historic origins as a “Special Revenue Sharing” program by becoming a “general
revenue sharing program”. Created in the era of “New Federalism” both CDBG
and the original General Revenue Sharing Program had similar but distinct goals.
Both were designed to be flexible. Both were intended to allow local residents to
decide how best to utilize federal funds.

A key distinction between CDBG and GRS was that CDBG was “special revenue
sharing”, a program of federal funding intended to address the special needs of
lower income people and the communities in which they lived. Since the demise
of the actual General Revenue Sharing Program, many jurisdictions have treated
CDBG as GRS; some even refer to CDBG as a “general revenue sharing”
program. Consequently, the extraordinary needs, the “special” needs of lower
income people are largely lost in the local allocation of CDBG monies.

Ironically, as a “New Federalism” program, a mechanism for devolution, the
CDBG program continues to fail to ensure that people at the local level are fully
involved in the decision-making process. Low income people are not genuinely
involved in the CDBG planning and allocation process; they are not “encouraged”
to participate as required by law and consistent with the notions of devolution.
H.R. 1191 offers two features which can ameliorate this deficiency.

We reiterate our assertion that the provisions of H.R. 1911 do not represent a
fundamental deviation from the basic tenets of the Act. Some of the
modifications merely insert quotes from long-established language in the
regulations in order to lend more weight in the daily implementation of the
program’s Primary Objective. Two of the proposed amendments are similar to
changes proposed in 1989 by HUD Assistant Secretary for Community Planning
and Development, Anna Kondratas. Therefore, the features of H.R. 1191 can be
viewed as an excellent bipartisan approach to achieving the Primary Objective
and principally benefiting lower income people.
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A. Raising the "Primary Objective” to 80%
Benefit to Low and Moderate Income People

The Problem

Given the increasingly severe shortage of affordable housing, the growing loss of
public housing units, and the changes in welfare law, pressures on low income
people are more acute than ever. Yet CDBG, a key resource for helping to
address the affordable housing and other needs of low and moderate income
people, is too often used in ways that do not meet their needs.

CDBG is used to support the development of U.S. Post Office facilities (Newark,
NJ, Jersey City NJ, Ft. Lauderdale FL, and St. Mary's County, MD), repair airport
runways ($200,000 in Riverside County, CA), renovate museums ($243,000 in
Scranton PA), and pour miles of concrete in many many jurisdictions.

Current Law

Since its inception in 1974, the "Primary Objective" of CDBG has been to
improve communities by providing decent housing, a suitable living environment,
and expanding economic opportunities -~ all "principally for low and moderate

income people”. The statute currently requires that, at a minimum, 70% of a
jurisdiction's CDBG be used to benefit low and moderate income people.

Proposed Change
H.R. 1191 will raise the "Primary Objective” to 80% from 70%.

How the Change Will Help Low Income People

H.R. 1191 highl