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The National Alliance of Community Economic Development Associations (NACEDA) appreciates this opportunity to provide written comments for this hearing on economic stimulus, foreclosure prevention and neighborhood preservation. We applaud Chairman Dodd, Ranking Member Shelby and all members of the Committee for their important work in this area.

Through its member network state associations NACEDA represents more than 2,000 community development corporations (CDCs.) In 2005, as an industry total (aggregate) CDCs produced/created: 1.3 million homes (since 1988), 774,000 new jobs and 126 million sq feet of commercial/industrial space, housing for special needs populations and nearly 2/3 of CDCs offer homeownership counseling. 

NACEDA is committed to help transform distressed communities and neighborhoods into healthy ones: good places to live, work and raise families. We work to help our members build strong communities and increasing housing and economic opportunities for low-wealth populations. Any future economic stimulus bill will have two strengths revolving around CDCs and to community-based nonprofits.  At the forefront it will attempt to prevent foreclosure through counseling and other activities. On the backend it should outline ways to deal with foreclosed properties that ensure CDCs are part of the process in order to prevent displacement. 

NACEDA applauds Sen. Dodd’s Economic Stimulus proposal to prevent further declines in neighborhood stabilization. We agree that such a stimulus will help prevent a slide into a recession and further damage to communities and the nation as a whole. Anti-foreclosure efforts are key to Sen. Dodd’s proposal and are the focus of our testimony today. According to RealtyTrac: 

· More than 201,000 foreclosure filings were reported in November 2007 alone, up 68 percent from the year before. 

· 1.3 million homes received foreclosure-related warnings in 2007, up from 717,522 in 2006. 

· Foreclosure filings rose 75 percent from the previous year to 2.2 million.

Sen. Dodd’s proposal calls for $10 billion for CDBG for purchase and rehabilitation of foreclosed properties, which is essential to dealing with these issues. NACEDA believes that any new funding for economic stimulus should be distributed through CDBG jurisdiction and allocated using the same formulas, but Congress needs to ensure that money is going directly to nonprofits at the local level; ensure these funds into the hands of those doing the grassroots work and are experts in property disposition that favors neighborhood stabilization and works against the displacement of families. 

As Sen. Dodd noted, foreclosed and abandoned homes are decimating many communities around the country. They lead to a cycle of disinvestment, crime, falling property values and property tax collections, thereby leading to service cuts and further disinvestment. CDBG funds can help stop this devastating process.

It is important to note that organizations like LISC, Enterprise and Neighborworks America have a vital role to play as intermediaries in this fight.  It is understandable that certain portions of funding may go to single issues like code enforcement. However, NACEDA hopes that a bulk of the funding gets distributed to the nonprofits at the local level for direct benefit to the community. 

CDCs Should be Involved in Property Disposition

In addition to preventing foreclosures wherever possible, NACEDA believes that when foreclosures are inevitable, provisions should be made to make sure that those properties are purchased by responsible parties who will maintain them and keep the neighborhood stable. As 5 million more Americans moved into poverty in the past 6 years and unemployment rates rise it is more vital than ever those organizations that have experience working for the public good are involved in these economic stimulus plans.

CDCs could buy foreclosed properties, protect existing tenants, maintain the properties and ensure their long term use as affordable housing in low-wealth communities. The affordable housing shortage is at an all-time high. Annually, the country is losing 40,000 units of affordable housing. 

Any future economic stimulus legislation should be crafted in such a way that it allows nonprofits and CDCs, who are experts in real estate development in low-income communities, to participate to take advantage of their commitment and expertise in working in low-income communities. In addition, NACEDA proposes specific measures with regard to real estate and banking be included in any proposed legislation:

1. Resources for local government to increase code enforcement of foreclosed properties. 

2. Resources to state/local jurisdictions to allow nonprofits to acquire, rehab, manage and dispose of foreclosed properties. (This money should be easy to access and flexible.)

3. Encourage/require Fannie Mae, FHA and Freddie Mac to be more risk tolerant when participating in both foreclosure prevention programs and acquisition strategies. 

4. Pass a mortgage company Community Reinvestment Act (CRA) at the federal level. CRA grades should take into account how well lenders dispose of foreclosed properties. 

NACEDA also supports Sen. Dodd’s proposal to create a Federal Homeownership Preservation corporation to purchase outstanding mortgages at discounts, ensuring that those discounts are then passed onto homeowners in the form of new, lower-balance mortgages insured by FHA or backed by the housing government-sponsored enterprises. 

A Local Example with Potential National Benefits

We concur with our partner organization Neighborhood Progress, Inc. who proposes that on a national level we encourage lender loan workouts & loan re-structuring modeled after a wonderful example in Ohio: the East Side Organizing Project (ESOP) lender agreements.  ESOP's aggressive approach to predatory lending has been nationally recognized for its effectiveness in fighting loan industry abuses, and setting up better loan services in low-income communities. 

In 1999, ESOP created the Predatory Lender Action Committee (PLAC), which adopted an aggressive strategy to address the explosive growth of predatory lending in the Cleveland area. This includes: 1) raising community awareness about predatory lending by exposing abusive lenders and their practices; 2) assisting people who have fallen prey to predatory lenders by partnering with a variety of community organizations, government agencies, churches and social service agencies; 3) pushing for increased state and federal government regulation of predatory lenders activities; and 4) partnering with reputable banks to increase quality lending in low-income and minority communities.

The loan workouts are comprised of three fundamental aspects:

1) Immediate halt to foreclosure proceedings after the borrower has filled out ESOP paperwork.

2) Top level lender with full authority to make decisions can reduce interest rates.

3) A loan repositioning designed to keep the borrower in their homes.

This effort has had an 85% success rate for those who follow through the process and 1,500 homes were saved last year. This type of model could be an asset to the proposed Economic Stimulus bill.

Conclusion

NACEDA encourages Congress to pass legislation with strong language that helps eliminate predatory lending practices. By establishing standards, Congress can ensure that homebuyers of all income levels have a chance to seek a fair mortgage. NACEDA appreciates this opportunity to present NACEDA’s positions on these important Economic Stimulus issues. We are willing to provide testimony for future hearings. Please contact our headquarters at: (703) 741-0144. Web: http://www.naceda.org/.
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