Remarks to State of Connecticut Banks Committee
December 10, 2008

My name is Alanna Cavanagh Kabel and I am the Deputy Chief Administrative
Officer for the City of Bridgeport’s Central Grants and Community Development
Department. Mayor Finch sends his regrets that he is personally unable to be here today
and on his behalf, I wish to extend the City’s appreciation to Senator Bob Duff and
Representative Ryan Barry, Co-Chairs of the Banks Committee, for inviting Bridgeport
to give remarks regarding Connecticut’s Action Plan for the Neighborhood Stabilization
Program.

Unfortunately, the subprime, lis pens and foreclosure numbers are bad in most
areas of Connecticut. Bridgeport’s numbers are the highest in the State because it is the
most heavily populated city in Connecticut which also has the greatest number of low and
moderate income housecholds and an overabundance of aging housing stock. The
evidence that T will present to you today is clearly compelling based upon current
statistics. The numbers projected down the road are even more staggering. As such, the
City is most appreciative of the Department of Economic & Community Development’s
recommendation to award Bridgeport $5,865,300 of Neighborhood Stabilization Program
funding. The City now faces the tough choice of deciding how best to utilize this
desperately needed funding to resolve what appears to be, at a minimum, a $50 million
problem for Bridgeport.

The magnitude of the housing crisis in the City of Bridgeport has no parallel in
Connecticut, and few in the United States. Circumstances in Bridgeport are among the

very worst in the country in terms of magnitude, rate, and concentration. Also, few cities



At the core of Bridgeports challenges in this housing crisis are {four underlying
fundamentals.

1. The first is that Bridgeport has a dispronortionate share of poor households, both

in relation to our region and Fairfield County, and in relation to the State. This
places an undue burden on the City of Bridgeport; in effect, Bridgeport is

continually called upon to do more with less for our most vulnerable residents.

The second is that within Bridgeport, some neighborhoods in Bridgeport have

b

disproportionate share of poor households; in some cases far more. This

concentration of poverty at the neighborhood level 1s a major contributing factor
to weak collateral, a factor that correlates with financial literacy problems,
predatory lending, subprime activity, loan default rates, and foreclosure. This
problem is worsened by the current housing crisis, so it is imperative that our
response be aimed in part at remediating this condition.

3. The third is that the housing stocks in Bridgeport are older, the units smaller, and

the properties more costly to maintain than newer homes in the county, further

weakening demand in many parts of Bridgeport. So our response must also chip

away at this through thoughtful demolition and rehabilitation.

4, Fourth, because of the first three, Bridgeport is housing more poor people than

other city in Connecticut by far. So our response during this crisis must be both

robust and strategic.
If these fundamentals aren’t addressed, now, then Bridgeport’s response is merely a
bandaid. For this reason, Bridgeport’s response is focused more on the neighborhood

stabilization component of HERA’s goal set.



Specifically, because the magnitude and nature of the impacts of subprime
activity in Bridgeport vary not just from neighborhood to neighborhood, but in most
cases from street to street, its crucial that Bridgeport have access to sufficient funding,
and the ability for the City to deploy NSP resources flexibly. Some neighborhoods in
Bridgeport have so much distress that NSP funds can be most helpful in stabilization
efforts if they are directed to a combination of redevelopment activity and blighted
structure removal. This is the case in the East Side and the East End which have
abandonment rates of 7.1% and 4.8% respectively.

In other neighborhoods severely affected by subprime activity, like the North End
(12.8% subprime rate (1,161 loans)), abandonment is not the immediate problem, but if
there is not an intervention, abandonment and its consequences soon will be. In this case,
blighted property is less the challenge than is the work of developing financial
mechanisms for acquisition and sale as affordable housing, and landbanking low-priced
assets for future use as supplies of affordable housing.

In a third example, a relatively modest 32 percent of the housing in the
Brooklawn neighborhood was built before 1939, the neighborhood has a high home
ownership rate (57%), and almost no abandonments. But Brooklawn does have 140
subprimes and approximately 100 foreclosed properties, and is a submarket whose health
is critical to the market health of the city. In this case, a combination of acquisition and
rehabilitation of foreclosed homes, along with some landbanking and some financing for
first time homebuyers, is the right strategy.

A micro-targeting strategy is absolutely essential for Bridgeport to stabilize its

impacted neighborhoods, and the City will seek approval for the flexibility to determine



what sets of micro strategies work best in Bridgeport. This is especially important
because the suggested allocation and distribution formulas established in the current draft
protocols, though heipful, would be more responsive and useful to Bridgeport if we (and
cities sharing our circumstances) have sufficient latitude to prioritize somewhat
differently. In Bridgeport, priority #1 is stabilizing neighborhoods, and then, when and
where possible, preserving valuable affordable housing stocks. The current state draft
aims most of the HERA resources towards acquisition and rehabilitation. In Bridgeport,
this can tend to cement destructive concentrations of poverty, so while some acquisition
and rehabilitation is going to be useful in Bridgeport, our analysis is that other
approaches in greater proportion - namely blight removal and financial mechanisms - are
likely to be more valuable in actually stabilizing our neighborhoods.

The approach we’re proposing would allow the City of Bridgeport to flexibly
acquire troubled property and pursue an individualized disposition strategy based on
conditions at the neighborhood level. §1.42M in financing mechanisms mainly (but not
entirely) aimed at North Bridgeport would enable the City to directly affect 150-200 units
when married to Section 8 vouchers that the Bridgeport Housing Authority can dedicate.
$1.42M in blight removal capacity would allow us to acquire key parcels on the East Side
and East End at low prices and open up important sites for badly needed green space and
redevelopment. Our analysis of the conditions in our neighborhoods has led us to
conclude that more resources for addressing blight and allowing us to landbank, rather
than so much for acquisition and rehabilitation, is appropriate.

In general the challenges we face in Bridgeport stem from our city’s

disproportionate share of at-risk households, and our large number of older homes,



especially small apartment buildings of three and four units. Combined, we have a large
population of people targeted by predatory lenders, and a large number of difficult-to-
market properties. The City’s proposed strategy will include a significant amount of
leveraged funds from our pariners in order to utilize the NSP funds in the most effective
manner possible to stabilize our neighborhoods. The State’s recommended NSP funds,
with leveraged funds, will enable Bridgeport to tackle this problem head on and save our

neighborhoods.
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