March 5, 2009


The Honorable Shaun Donovan 
Secretary
U.S. Department of Housing and 
  Urban Development

451 7th Street SW

Room 10000
Washington, DC  20410

Secretary Donovan:
The undersigned organizations that represent state and local housing and community development agencies strongly support the Neighborhood Stabilization Program (NSP) in its efforts to redevelop the many abandoned and foreclosed homes in our communities. These NSP funds are greatly needed, and we applaud Congress for including additional NSP funds in the American Recovery and Reinvestment Act of 2009 (ARRA).  We also appreciate HUD’s efforts to work closely with stakeholders in developing the requirements for the NSP.
The repeal of the NSP program income section that was cited in the ARRA is very helpful, and eliminates the complex program income rules included in the Notice of Allocations, Application Procedures, Regulatory Waivers Granted to and Alternative Requirements for Emergency Assistance for Redevelopment of Abandoned and Foreclosed Homes Grantees Under the Housing and Economic Recovery Act, 2008, 73 Fed. Reg. 58,330 (October 6, 2008) (Notice).  There are, however, additional minor changes that are needed regarding NSP requirements that remain in the Notice.  These changes would help both state and local grantees to more effectively and efficiently use their NSP funds. 
We request that HUD make the following revisions to its requirements for both the first and second allocation of the NSP funds:

Flexibility in Meeting the 25 Percent at 50 Percent  Requirement

At least 25 percent of NSP funds must be directed to housing targeted to households whose incomes are below 50 percent of the area median.  We ask HUD to provide flexibility in meeting this requirement by allowing the redevelopment of vacant properties not in foreclosure. Also the redevelopment of vacant, non-residential properties for use as supportive housing units such as group homes and transitional housing should count towards meeting this requirement.  These supportive housing units would meet the intended purpose of the NSP Program to provide housing for very low income persons, a group that would normally be difficult to assist given the restrictions on the use of funds for this group included in the Notice.  In addition, HUD’s current position may violate the Fair Housing Act or the Americans with Disabilities Act if assistance with these funds does not include the developmentally disabled.
Purchase Discounts

The NSP statute requires the purchase of properties at a discount.  In the Notice, HUD is requiring grantees to purchase properties at a discount of 5 percent from the current market-appraised value with an average discount of 15 percent for all properties purchased within the 18 month use period.  The purchase discount is problematic because it devalues homes in already declining areas, causing additional de-stabilization in neighborhoods.  We ask that HUD revise the language in the Notice to require the average purchase discount for all properties purchased with NSP funds during the 18 month period to be at least 1 percent.  
Appraisals

HUD imposes an unnecessarily restrictive approach regarding appraisals to be used in acquiring property with NSP funds.  We request that HUD modify its Notice to allow other methods of appraisal.
Recently Foreclosed Properties

HUD should clarify that recently-foreclosed properties acquired by NSP grantees are foreclosed properties under NSP.

A detailed description of our requests is attached.  We ask to meet with you at your earliest convenience to discuss these issues, since our grantees are receiving notice of approval of their Action Plan Amendments, and they need clarification as soon as possible on these issues as they begin to commit and expend NSP funds. We will contact your office by the end of the week. Thank you again for your willingness to speak with housing groups regarding this program.
Sincerely,
Council of State Community Development Agencies

National Association of Counties

National Association for County Community and Economic Development

National Association of Housing and Redevelopment Officials

National Association of Local Housing Finance Agencies

National Community Development Association

United State Conference of Mayors

