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• Introduction to the Problem 

• State of the Literature/Research

• The Rules of the Game

Presenter
Presentation Notes
Hello, My name is Jenna DeAngelo. My mini- agenda for today is to introduce you to the problem of unspent federal grants, give you a brief background on the existing research in this area, and go over the rules of the game, which is the legal and policy framework of the intergovernmental transfer system.

My goal is that, by the end of this presentation, you will become passionate about this issue.
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Introduction to the Problem



4

What is the problem? 

• States and localities leave hundreds of millions of 
dollars (probably billions) in federal grant money 
unspent every year

• Municipalities often do not apply for competitive 
federal grant funds

Presenter
Presentation Notes
What exactly is the problem? Every year, the federal government allocates hundreds of billions of dollars for grants to states and local governments, yet hundreds of millions of dollars – perhaps even billions –remain unspent. 

On top of this, some municipalities opt not to apply for competitive federal grants due to the complexity of the application, compliance costs, and the burden of coming up with matching funds that is generally a requirement of competitive grants.  

Now, there are state and local governments that have been able to be cost effective in certain programs or projects and end up not needing to spend all their grant money. This is terrific. 

But the unspent funds that concern us are the ones that governments truly need but have trouble expending. 
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Why is this important?

• Devolved responsibilities

o Municipalities have to do more with less

• Federal tax dollars not at work

Presenter
Presentation Notes
Municipalities are responsible for providing the lion share of services to citizens, yet they only have so much power to collect certain taxes and fees to deliver such services. 

The intergovernmental transfer system helps states and localities provide essential services, build and maintain critical infrastructure, and implement federal mandates. 

When municipalities don’t spend the funds they are given or awarded, what happens to that money? 

Some federal programs allow unspent funds to be carried over to the next year to use for the same program or project, while other programs may allow funds to be repurposed. 

Some funds languish in unused accounts for years. 




Presenter
Presentation Notes
In 2015, Governing Magazine reported on states with unspent federal funds for drinking water improvements. 

Tennessee had the highest percentage of unspent money from the federal Drinking Water State Revolving Loan program – approximately 15.7% - which is a little over $30 million dollars. 

I’ll give you some stats on New England states. In New Hampshire, $16 million was unspent from the $177.9 million the state has received from the fund since its inception in 1996.  

In Vermont, about $13.4 million was unspent from the $176.8 million the state has received.

A Washington Post article published just last week highlighted how real this problem is at the local level. 

The D.C. Department of Housing and Community Development did not fully utilize funds over the past three years from the federal HOME Investment Partnerships Program- to the tune of almost $16 million dollars.

The money sent back could have provided rent vouchers for a year to roughly 1,000 of the city’s poorest families.




Presenter
Presentation Notes
In 2009 it was reported that the state of Massachusetts had not spent about $80 million in federal funds for bike and pedestrian projects since 1991.

Last year, an Op-Ed cited an accounting document by the Maine Legislator’s Office of Fiscal and Program Review showing that $155.5 million of TANF funds was unspent at the end of the prior fiscal year. 

These are just a few stories to help you understand the breadth of this issue. 

We can point to a plethora of reasons for why the intergovernmental transfer system may not be working to its fullest potential. 

We don’t want to lay all the blame in one place, because there are improvements that can be made at every level of government. 




8

State of the Literature/Research

Presenter
Presentation Notes
However, research on this particular topic is scarce, making it difficult to fully understand the underlying issues and create informed policy recommendations. 
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• 2015 GAO Report on grants in fiscally distressed cities

o Case studies on Detroit, Flint, Camden, and Stockton

o Select grants programs administered by HUD, DOT, DOJ, and 
FEMA

o Identified challenges that municipalities in fiscal crisis have 
experienced when managing federal grants

• 2012 Report from Senator Tom Coburn on the issue of 
unspent and misused federal money

• 2008, 2012, and 2016 reports from the GAO on undisbursed 
balances in expired grant accounts

Presenter
Presentation Notes
In 2015, the Government Accountability Office published a report about grant management issues in fiscally distressed cities. 

The authors of the report completed case studies on Detroit, Flint, Camden, and Stockton, looking at 8 federal grant programs administered under HUD, the Department of Transportation, the Department of Justice, and FEMA. 

They identified several challenges that the cities experienced in managing their grant money, which included a reduction in human capital, decreased human capital capacity, decreased financial capacity, and limited organizational capacity.

A 2012 report from U.S. Senator Tom Coburn highlighted reasons why this issue persists: laws which setup or direct funds to a program are poorly drafted by Congress and Congress then fails to oversee the agencies that administer the funds; there is incompetence, mismanagement, procrastination or indifference by the grantors and grantees; and rules and regulations are burdensome.

The GAO has published three reports over the past several years documenting the staggering amount of undisbursed balances in expired grant accounts.  

These balances were grant funds that had been awarded and obligated by federal agencies but not drawn down by grantees before the “period of performance” stipulated in the grant agreement had ended. 

At the end of fiscal year 2015, almost $1 billion dollars remained in the Payment Management System, the federal governments largest grants payment platform. 






City
Classification

Recovering Responsive Responsible Regional

Federal aid as % of 
total revenue, 2012 

FiSC database

5.9% 14% 8.6% 5.8%

Research in Progress

• Case studies on four cities

• Pilot survey of local governments

o CDBG program most difficult to manage
o Grant management training resources are diverse

Presenter
Presentation Notes
We’ve been working with Northeastern University graduate students this past year to research the issue of unspent federal grants. 

They developed case studies on four cities and classified them by geography, fiscal health, financial practices, and dependency on federal grant awards. 

They also implemented a pilot survey of local governments to learn more about grant management. 

27 municipalities across the U.S. participated, answering questions around the EPA Brownfields program, HUD’s CDBG program, and the Head Start program out of the Department of Health and Human Services. 

They found that the CDBG program was the most difficult to manage, with the highest incidence of unused funds at the end of the fiscal year. 

They also found that localities receive grant management training from many different places, but only two respondents said that their state was the only source of training. 

We are in the process of writing a policy focus report so that we can better bring this issue to light and offer important policy recommendations.





The Rules of the Game

Presenter
Presentation Notes
The intergovernmental transfer system is truly multifaceted. Not only are there federal laws and policies that dictate how the system works, but there is state legislation that can either help or hinder local government’s ability to manage and effectively utilize grant funds. 




State 
Law 

Contract 
LawOther

Federal 
Law 

Federal Law 
• Section 109 of the Emergency 

Economic Stabilization Act 
• Government Performance and 

Results Act 

State Law 
• State Housing Authority Enabling 

Acts (19) 

Contract Law 
• Participation Agreements 

Other 
• Action Memorandum for Program 

Changes 
• Non-profit Corporation Law

Enabling Legal Framework for the Hardest Hit Fund

Presenter
Presentation Notes
I’m going to give you one example of a federal grant program to highlight the complexity of this system and show you how important the rules of the game are in getting this system to work. We have federal law, state law, contract law, and policy directives all at play here.

The Hardest Hit Fund, established by the U.S. Treasury in 2010, was created to provide targeted assistance to families in 5 states deemed hardest hit by the economic and housing market downturn. It quickly grew to encompass 18 states and the District of Columbia. 

The program provides funding for state housing finance agencies to develop locally-tailored solutions that would help prevent foreclosures and preserve homeownership.

It was discovered that at the close of 2011, the fund had only spent $217.4 million dollars, which is 3% of the money allocated to the fund. 

Why were the funds not being expended? 

The U.S. Treasury rushed to implement the program, which lacked comprehensive planning and collaboration of key stakeholders, leaving states to do all the work in a little amount of time. Large mortgage service providers refused to participate due to the administrative burden of different programs across the states and lack of guidance from Freddie Mac and Fannie Mae. 

In 2013, the Treasury began allowing states to use the Hardest Hit Funds for a blight elimination program, hoping this would speed up utilization of funds. Today, about $8.15 billion of the $9.6 billion allocated over the lifetime of the program has been disbursed. 
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Recent Federal Actions

• May 2014: Digital Accountability and Transparency 
(DATA) Act signed into law

• December 2014: OMB and grant-making agencies issued 
a joint interim final rule implementing OMB’s Uniform 
Guidance

• January 2016: Grants Oversight and New Efficiency 
(GONE) Act signed into law

Presenter
Presentation Notes
In May 2014, the Digital Accountability and Transparency Act was signed into law. It set government-wide data standards for spending information and requires the data be published on USASpending.gov. 

This is a step in the right direction and will help researchers like myself better understand how federal funds are spent.  

In December 2014, OMB, along with federal grant making agencies issued a joint interim final rule to implement the 2013 Uniform Guidance for all Federal award-making agencies. 

The document notes that throughout the guidance, the Council on Financial Assistance Reform changed the word ‘‘should’’ to ‘‘must’’ to reflect longstanding policies that have been requirements in practice, but which may have been misinterpreted as optional with the usage of the word ‘‘should’’. 

In January 2016 the Grants Oversight and New Efficiency Act was passed. 

It requires agencies, by the end of calendar year 2017, to provide a report to the Department of Health and Human Services and Congress which identifies all grants for which the period of performance has been expired for more than 2 years; and an explanation for why each of the 30 oldest grant awards has not been closed out.

As you can see, the federal government has been taking steps to make the intergovernmental transfer system more transparent and efficient, but there is definitely room for improvement.
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Grants Management and Capacity Building

• State of Maryland Governor’s Grants Office
• State of Illinois Grant Accountability and 

Transparency Unit
• The New York State Grants Gateway
• Commonwealth of Virginia Urban Development Area 

Technical Assistance Grant Program

The State’s Role

Presenter
Presentation Notes
What role can states play in making their local governments more effective in utilizing their grant money? 

By enacting legislation and implementing critical policies, states can streamline grants management and help build capacity for the agencies and localities that lack the ability to efficiently manage their grants.

The following are a few examples of how this is being done.

Maryland is a good example of a state that has taken the initiative to make sure grant money is fully utilized. 

The Governor’s Grants Office was created in 2004 to help state agencies, local governments, and nonprofit organizations find, win, and manage grants. The Office provides resources and technical assistance, measures funds, identifies new funding opportunities, and provides training in all aspects of grant writing and grants management. They even host an annual training conference. 

Illinois did a pilot with 5 state agencies before getting uniform law passed. The Grant Accountability and Transparency Act is legislation that increases accountability and transparency in the use of grant funds while reducing the administrative burden on both State agencies and grantees through adoption of the federal grant guidance and regulations. 

With the implementation of the Grant Accountability and Transparency Unit, the state has standardized business practices and implemented a comprehensive grants management system. 

As part of his statewide effort to transform business practices to better serve the people, New York state Governor Cuomo put forward a key initiative to streamline the state grants process. State agencies worked together to develop a master contract for grants which will reduce time and costs both for New York State and grantees. The design of a statewide grants management system is underway.

In Virginia, legislation was passed that enables the Office of Intermodal Planning and Investment of the Secretary of Transportation to offer grants for professional planning consultant assistance to local governments and regional entities to establish and support Urban Development Areas.  UDAs can help local governments and regional entities to focus investments and create great places that attract both businesses and workers. 


http://grants.maryland.gov/Pages/default.aspx
https://www.illinois.gov/sites/GATA/Pages/default.aspx
https://grantsreform.ny.gov/
http://www.vtrans.org/urban_development_area_technical_assistance_grant_program.asp
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Other Resources

• CDFA Federal Financing Clearinghouse

• U.S. Senators
o New York: Kirsten Gillibrand – Grants Central

o Washington: Patty Murray – Grant Gateway

• Technical capacity grants

Presenter
Presentation Notes
There are other resources out there. 

Organizations like the Council of Development Finance Agencies have a clearinghouse that catalogues over 170 federal financing programs. 

Some U.S. senators make federal grants a priority and have created websites with great information for state agencies and local governments. 

Senator Gillibrand created specific thematic grant guidebooks to serve as a starting point in providing information about what resources are available to individuals, businesses, community organizations and local governments. 

Senator Murray has a member of her staff focus solely on federal grants. And they’ve created the Grants Gateway to walk through the steps of the grant process.

Not everyone knows that technical capacity grants are available for entities that don’t have the capability to plan and implement certain programs or policies on their own. 

For example, the EPA’s Technical Assistance Grant Program helps communities participate in Superfund cleanup decision-making. It provides funding to community groups to contract their own technical advisor to interpret and explain technical reports, site condi­tions, and EPA’s proposed cleanup proposals and decisions. 


https://www.cdfa.net/cdfa/cdfaweb.nsf/ffcsearch.html
https://www.gillibrand.senate.gov/services/grants_central/
https://www.murray.senate.gov/public/index.cfm/grantgateway
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Thank you

Jenna DeAngelo

Program Manager, International and Institute-wide Initiatives 

jdeangelo@lincolninst.edu

Presenter
Presentation Notes
To conclude, unspent federal grants is a complex issue, but it deserves further attention. Improvements can be made at all levels of government in order to make the intergovernmental transfer system more efficient and effective. We hope our research of this issue piques your interest and you will want to get involved. Thank you. 
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