March 18, 2013

Catherine H. Smith, Commissioner
Department of Economic and Community Development

I write to express the Department of Economic and Community Development’s opposition to
House Bill 6629, An Act Concerning Regionalism in Connecticut.

Section 5 is of particular concern to the agency. Pursuant to Section 5, among other things, the
State would (a) transfer to the Valley Council of Governments the administration of the United
States Department of Housing and Urban Development Community Development Block Grant
Small Cities Program (the “Small Cities Program”) for the towns of Ansonia, Derby, Seymour
and Shelton and (b) subgrant to the Valley Council of Governments a portion of the funding
available to the State under the Small Cities Program.

Such changes to the State’s administration of the Small Cities Program would be inequitable,
inefficient and unnecessary.

The Small Cities Program was initiated in 1981 to provide each state the opportunity to
administer Community Development Block Grant (“CDBG”) funds for “non-entitlement areas,”
which, unlike the entitlement communities, do not receive CDBG funds directly from HUD.! In
Connecticut, the non-entitlement areas are either cities or towns with a population of less than
50,000 or a central city of an area as designated by the federal Office of Management and
Budget. States participating in the Small Cities Program have three major responsibilities:
formulating community development objectives, deciding how to distribute funds among
communities in non-entitlement areas, and ensuring that recipient communities comply with
applicable state and federal laws and requirements.

While it is expected that the new Department of Housing will ultimately serve as the principal
state agency for the allocation and administration of the Small Cities Program within the State of
Connecticut, this role is currently performed by DECD.?

DECD annually prepares an allocation plan describing its administration of the Small Cities
Program, including, for example, its compliance with all applicable federal laws and regulations
and the method of allocating funding under the program to the non-entitlement areas. The
allocation plan for the current federal fiscal year was submitted to the legislature earlier this
month for its review in accordance with Section 4-28b of the Connecticut General Statutes.

As in prior years, DECD will continue to administer the Small Cites Program through a
competitive application funding round for all activities, with only a few exceptions, including,
for example, Urgent Need activities, for which DECD accepts applications on a “first come first
serve” basis,

! In Connecticut, the entitlement communities include Bridgeport, Bristol, Danbury, East Hartford, Fairfield,
Greenwich, Haimden, Hariford, Manchester, Meriden, Middletown, Milford, New Britain, New Haven, New
London, Norwalk, Norwich, Stamford, Stratford, Waterbury, West Hartford and West Haven,

? Under Governor’s Bill 6366, the new Department of Housing will be designated as the principal state agency for
the allocation and administration of the Small Cities Program.
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Due to the limited funding available to Connecticut under the Small Cities Program,’ an annual
competitive process is critical to ensure that funds are allocated fairly and in such a way to
ensure that each award is sufficient in size to have a meaningful impact in the grantee
community. Approximately 30 to 40 awards are made each year.

Section 5(d) of HB 6629 would unfairly guaranty a portion of the State’s allocation of Small
Cities Program funds to the four towns within the Valley Council of Governments, effectively
leaving all other non-entitlement areas in Connecticut to compete for a smaller amount of
funding. This allocation of funding would be required even if the contemplated use of the funds
by these towns was not as impactful as projects proposed by other towns and even if no
immediate use was contemplated. The likely result of such a subgrant would be equivalent
demands for subgrants from all non-entitlement areas. Acceding to such demands would reduce
the amount of funding that could be granted to each non-entitlement area and increase overall
administrative costs. Ultimately, the result would be less funding for projects, less impact in
communities and a significantly higher proportion of costs spent on administration of the Small
Cities Program at the local level.

The changes proposed under HB 6629 would also require an amendment to the State’s 2010-15
Consolidated Plan for Housing and Community Development, a five-year plan addressing
Connecticut’s housing and community development needs. This too would require the
unnecessary expenditure of additional administrative resources.

If the changes required under HB 6629 were to be apply to the State’s administration of federal
fiscal year 2013 funds, the current allocation plan recently submitted to the legislature would
have to be withdrawn and revised, requiring additional time and expense and delaying any
awards and disbursements of funds to non-entitlement areas that are now preparing Small Cities
Program applications in anticipation of the April 5, 2013 deadline and awards to successful
applicants this summer.

The changes proposed under HB 6629 are also unnecessary. There are federal processes and
procedures under the Small Cities Program to enable communities to form a consortium for the
purpose of becoming eligible for direct federal funding.

A simpler and more immediate option is also available. The State’s administration of the Small
Cities Program already allows non-entitlement areas to submit a joint application for funding in
the annual competitive process. Last year, for example, four such joint applications were
awarded funding, including applications from (1) Salisbury, Canaan, Cornwall, Goshen, Kent,
Norfolk, North Canaan, Sharon and Salisbury; (2) Hampton, Scotland, Pomfret and Eastford; (3)
Ellington, Somers and Suffield; (4) Burlington and Harwinton.

In light of the extraordinary housing and community development needs of all of the State’s non-
entitlement communities, including the towns represented by the Valley Council of

3 DECD estimates that the amount of federal funds to be allocated to Connecticut under the Small Cities Program for
federal fiscal year 2013 will be approximately $11,141,302 and that this amount may be reduced to approximately
$10,586,000 if the budgetary revisions made under sequestration become permanent. In any event, the funding for
the Small Cities Program is always subject to modification, reduction and/or elimination by the federal government.
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Governments, and the limited federal funding available under the Small Cities Program, it is
imperative that the State administer these funds as efficiently and effectively as possible.

For the foregoing reasons, DECD strongly opposes HB 6629.
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