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MEMORANDUM TO: Mayor and City Council  
 
VIA:    Angel L. Jones, City Manager 
 
FROM:   Louise Kauffmann 
    Housing and Community Development Director 
 
DATE:    March 23, 2011 
  
SUBJECT:   Down Payment/Closing Cost Loan Program 
 
This memo is to provide background on the Gaithersburg Homebuyer Loan Program 
which went into effect in December 2005, as well as a brief update on recent changes that 
will be effective April 1, 2011.  
 
The program was initially developed to assist displaced residents of West Deer Park 
Apartments purchase a home in Gaithersburg or Montgomery County through a grant 
administered by the Housing Opportunities Commission (HOC).  Using anticipated 
permit fees of $220,000, the City and HOC developed a program that would provide 
eligible first-time homebuyers a forgivable loan of $10,000 to buy in the City or $8,500 
to purchase outside of Gaithersburg, but in Montgomery County. At the time, staff 
expected that approximately 20 former residents would participate. Several displaced 
residents requested permission to purchase in Prince George’s County, as housing costs 
were lower in that jurisdiction, and the properties were closer to their jobs.  Following 
consultation with the Mayor and Council, however, those requests were denied.    
 
Despite a strong marketing effort by the City, including placing notices in Spanish- 
language newspapers and other media outlets, just seven former tenants purchased homes 
prior to the December 31, 2006 deadline.  As a proposed redevelopment of Broadstone 
Apartments would result in additional tenant displacement, staff was instructed to 
evaluate the strengths and potential weaknesses of the program, and to make 
recommendations that would increase participation.  Following that review, staff 
identified several issues that may have contributed to the low-participation rate, 
including: 
 

1. Housing prices were exceptionally high at the time, putting homeownership out of 
reach for many of these households. 

 
2. The one-year term, in which tenants were required to improve credit scores, 

acquire downpayment funds, and settle on a property, was likely too short for this 
population of long-term renters.   

 
3. Insufficient financial assistance for both downpayment and closing costs. 
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Following a Mayor and Council work session in mid-2007, the City executed a new 
Agreement with HOC, providing additional funds (including Community Development 
Block Grant funds), and increasing the individual loan amount to $15,000 or $20,000, for 
purchase in the County or City, respectively.  Despite the increased pool of potential 
buyers (in addition to West Deer Park, residents of Broadstone Apartments and three 
apartments on East Diamond Avenue became eligible), as of January 2010,  just three 
new loans were issued, bringing the total number from seven to ten.  Therefore, following 
notice of a 60-day cure period, the City terminated the Agreement and brought the 
program in-house.   
 
Staff saw this as an opportunity to re-design the program, allowing participation by City 
employees and City residents, who could purchase anywhere in the County; and non-City 
residents who would be required to purchase within Gaithersburg.  City employees would 
also be eligible to receive an additional $2,500 - $5,000 from the State through the 
“House-Keys 4 Employees” matching loan program.  Since March 2010, the City has 
executed nine new loans, with a tenth loan to be issued in mid-April to a City employee.   
 
During this period, in which current City residents were permitted to purchase properties 
outside of Gaithersburg, one City resident bought a home in Germantown.  In hindsight, 
staff determined that allowing City residents and employees to purchase outside of 
Gaithersburg was not an appropriate use of local funds, and following discussions among 
staff and members of the SLT, recommended that only displaced tenants retain that 
flexibility. 
 
Therefore, the most recent revisions, which will go into effect April 1st, require that all 
participants, except for displaced tenants, purchase within the City limits.  Displaced 
tenants will continue to be eligible for $15,000 if they buy outside of Gaithersburg, but in 
the County.  Moreover, City employees will be assessed a small penalty on the 
outstanding loan if they voluntarily terminate their employment with the City within three 
years. The terms of this penalty would be 5 percent of the outstanding loan amount within 
one year of settlement, 3 percent between 12 and 24 months, and 1 percent if they leave 
after 24 months.  As an example, any employee who resigns 13 months following 
settlement on a property with $20,000 in City funds would be required to repay $20,600.  
No repayment would be required until the property was sold or refinanced, subject to the 
terms of the repayment provisions in the Note and Recorded Deed of Trust.   
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March 23,2011 

The Honorable Benjamin L. Cardin 
United States Senate 
509 Hart Senate Office Building 
Washington, DC 20510-2003 

Dear Senator Cardin, 

The City of Gaithersburg was recently informed through its involvement with the Metropolitan 
Washington Council of Governments that federal funding for the Washington Area Transit 
Authority (WMATA) may be reduced. As you know, Metro is the nation's largest transit system, 
providing over a million transit trips daily. 

The City of Gaithersburg serves as the northwestern terminus for Metro's Red line. As such, 
Metro provides a vital service to those coming to and from our City. It offers convenient, 
affordable transportation for City residents as they travel for work and leisure throughout the 
metropolitan region. Additionally, Metro brings visitors to areas in and around Gaithersburg for 
employment, dining, shopping and recreation. This form of transit is critical to reducing traffic 
congestion and it serves as a vital component of healthy economic and community development 
initiatives in the Gaithersburg area. 

It is our understanding that as part of the Passenger Rail Investment and Improvement Act of 
2008, led by your colleague Senator Ben Cardin, the federal funding for Metro was authorized at 
$150 million a year. This agreement is contingent upon an agreement that the State of Maryland, 
the Commonwealth of Virginia and the District of Columbia contribute their fair share. Despite 
budget shortfalls and economic challenges, each of these partners has maintained funding levels. 
We respectfully request that the federal government do the same. 

Funding at the authorized level , if indeed not more, is critical to addressing the challenges Metro 
faces with an aging and heavily used system. Significant maintenance and safety concerns 
cannot be left unattended. It is imperative that all partners continue to fully fund the system. 

-iry of Gaithersburg • 31 South SummilAv nut:.'. Gaithersburg, {v\arvL:md 10B77-2038 

101-258-6300 . FAX J01-g~8-6149 • TTY )O \ -258-G..J.30 · CiI VhJ ii@gJithersbulgmcl.gov . www.gaither~burgl11d.gov 


IvlAYOR ('CJUNCIL MHvlBCRS IITY r'vlA \JAGER 
Sidney A. Katz Iud A,ilman ,~ng€'i L. Jones 

Cathy C Dr7yzgulJ 
Henry F Ma!latl.=t , Jr . 
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Ryan Spjcg(~\ 
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The Honorable Benjamin L. Cardin 
March 23,2011 
Page 2 

Any deviation from the federal-state agreement would be extremely detrimental to the future 
operability and functionality of Metro. We urge you to maintain the federal funding in the FY 
2011 appropriations. Your ongoing efforts on behalf of the residents of Gaithersburg are greatly 
appreciated. 

If you or your staff should have any questions, please feel free to contact me or City Manager 
Angel Jones at 301-258-6310. 

Sincerely, 

Sidney A. Katz 
Mayor 

cc: U.S. Senator Barbara Mikulski 

John Bauer 
Planning Commission Chair 

U.S. Congressman Christopher Van Hollen 
U.S. Congresswoman Donna Edwards 
City Council 
Planning Commission 
Angel L. Jones, City Manager 
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From: Sidney Katz
To: Tim & Una Anderson
Cc: Crystal Carr; Britta Monaco; Angel Jones; Doris Stokes; Monica Sanchez; Sidney Katz; Tony Tomasello; Cathy

Drzyzgula; Henry Marraffa - External; Jud Ashman - External; Michael Sesma; Ryan Spiegel; Sidney Katz
Subject: RE: Review of the RFP process and the City"s funding of the G-SHARP Program
Date: Friday, March 25, 2011 5:56:12 AM

Dear Mr. Anderson,
Thank you for your email. I do apologize that you did not receive a reply, I thought one was sent.  I am
forwarding your email to the City Council and city staff so that they are aware of your concerns as well. 
We look forward to seeing you Monday night.
Sincerely,
Sidney Katz
________________________________________
From: Tim & Una Anderson [timuna@starpower.net]
Sent: Thursday, March 24, 2011 9:09 PM
To: Sidney Katz
Subject: Fw: Review of the RFP process and the City's funding of the G-SHARP Program

Dear Mayor Katz --
I sent you an email about 8 weeks ago.  I thought that I might get a reply or an acknowledgement that
the email was received.  I understand that your office is normally very swift in sending some sort of
response.  I must conclude that you did not receive the original email.  With our stormy winter, I am
sure that some electronic communications were lost.  I also understand that, on Monday evening, you
and the City Council will be considering matters to which my original is germane.  So, I am attaching
the original below in hopes that you will have time to consider it.
Thomas A. Anderson, President of YSO
and resident of Gaithersburg
----- Original Message -----
From: Tim & Una Anderson<mailto:timuna@starpower.net>
To: SKatz@gaithersburgmd.gov<mailto:SKatz@gaithersburgmd.gov>
Sent: Monday, January 31, 2011 2:39 PM
Subject: Review of the RFP process and the City's funding of the G-SHARP Program

Dear Mayor Katz and Members of the City Council,

I am writing on behalf of The Board of Directors of Youth Suspension Opportunities, Inc. The Board is
requesting that the Council reconsider the RFP process that was established for non-profits for the
FY2011 budget cycle.  Having participated in the initial process last year to seek support for G-SHARP,
our experience has led us to conclude this process makes it very difficult to request the funds needed to
provide the same level of service to Gaithersburg students that we have in the past..  A small program
like G-SHARP, with one employee, is hampered by the additional administrative work and meetings that
the RFP process requires.

We applaud the City’s decision to examine the process used for funding programs and organizations. 
We understood that the recommended RFP process for FY2011 would allow agencies/programs to
submit bids for consideration.  However, the end result of this process was more of a simplistic
realignment of services into categories than a traditional or an industry-recognized RFP process that
provides a positive impact on programs.  We anticipated a collaborative process that would afford an
opportunity to negotiate funding; our understanding was that the contracts would encourage
partnerships.  G-SHARP, however, is essentially a subcontractor unable to negotiate anything.  We were
given an all or nothing offer that was later decreased when another agency was added to the RFP.  We
were understandably confused and concerned when the funding was not restored for G-SHARP after
this agency was ultimately not added to the contract.  At the time, the Mayor and Council were
sympathetic to our concerns, and we were optimistic that the issues raised regarding the impact of the
RFP process on small programs would be addressed.
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The Director of G-SHARP, Ms. Eileen Shea, participated in the survey regarding the FY2011 process and
met with the CAB to continue the discussion of our concerns and to address the hybrid that Mayor and
Council had suggested at a work session. Unfortunately, the committee had already met with the Mayor
and Council and announced its plan to maintain the existing process for the FY2012 budget process.  In
addition, Ms. Shea was advised by the CAB that they had informed the Mayor and Council at this work
session that they would not support or manage a hybrid.   The CAB stated that if the Mayor and Council
wanted a hybrid, then it would be their responsibility to manage. We are understandably curious as to
the role of this advisory committee and its authority to make declarations to the Mayor and Council.

G-SHARP will celebrate its 10th anniversary in April. We enjoy the confidence and support of our
schools’ administrators, who view this program as vital to the success of students that would otherwise
face other challenges or risk of failure.  The City was a critical member of the committee that helped to
develop and initiate this valuable program.  We know the City believes in G-SHARP and its mission
within the Gaithersburg community.  We appreciate efforts to provide a funding process that is fiscally
responsible and understand the difficulty in trying to meet the needs of so many worthy programs and
organizations in the current economic climate   We ask only for adequate funding. Our request is that
the Mayor and Council review the RFP process through the eyes of smaller programs like G-SHARP and
consider the benefits of a hybrid.  We would appreciate an opportunity to discuss this with the Mayor
and Council.  It is our belief that only the Mayor and Council have the authority to approve this decision
and ensure that the needs of all programs are addressed in a fair and open process.

We look forward to continuing this conversation and review of the RFP.   Thank you for your steadfast
support of Youth Suspension Opportunities and G-SHARP Program.

Thomas A. Anderson
President,
Youth Suspension Opportunities, Inc.
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From: Britta Monaco
To: Doris Stokes
Cc: Angel Jones; Monica Sanchez
Subject: FW: Neighborhood Land Use Planning Project and City Worksession April 11
Date: Tuesday, March 29, 2011 7:22:00 AM

Doris, for the next M&CC packet.  I responded to Judy that we received the e-mail and it
will be shared with the M&CC. 
 
From: Judith Christensen [mailto:jchris43@gmail.com] 
Sent: Monday, March 28, 2011 6:20 PM
To: Cathy Drzyzgula; CityHall External Mail
Subject: Neighborhood Land Use Planning Project and City Worksession April 11
 
Dear Cathy and Council Members:
 
There is a group of people who want to establish a neighborhood advisory group on land
planning. Mike Wiencek has agreed to host the sessions and help.  We have not gotten open
dates from Mike to plan an agenda but plan to have an organizational meeting the weeked of
April 9 and 10.  The focus is an overall view of Gaithersburg's land use and how Frederick
Avenue, which is many original town neighborhood's main street, will function and serve the
community. 
 
Due to Passover and Easter holidays, April is difficult to schedule. We plan to have a date
and information to announce for this project at the M&C meeting on April 4.  We are hoping
to get a lot of citizen input for the the City's worksession on April 11, but will not be able to
hold our neighborhood planning sessions before that date and issue a report. Please take this
into advisement when doing the worksession and allow time at a later worksession for more
information from the community.  
 
 
On the agenda of March 28:
 
About Communications:  I don't find a standard for notifying people that testify at a public
hearing when an on-going project or application has further reviews or actions.  It is
presently Owners of Record within 200 feet and interested organizations or individuals at the
disgression of the City Manager for public hearings.  This asks the City Manager's office to
keep track of the parties who are really interested in an item, or a timely discussion between
Planning staff and the CM.  
 
As an example, MPI and GHA were not notified when the Severance House applied for
demolition, although these organizations had provided testimony and legal opinions on the
property and asked to be involved and informed. The mail and email address was on the
letterhead. Evidently there was no process for keeping track of interested parties that wanted
updates.  
 
I would suggest a sign-up list to testify and a check box for follow up mailings or email
notifications on the issue. It could be posted in the agenda area and at the podium. Anyone
wanting to testify should be told that they can receive additional information on the item if
they sign up on the email list.  This would create a regular procedure after a public hearing
that does not require a discussion between planning staff and the City Manager's office, and
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would be at the tesifier's option. This would let the City know who is involved in the issue
and wants to be included in the discussions and outcomes. 
 
Thanks,
 
Judy Christensen
6 Walker Avenue
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