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Greetings to the members of the Commission.  Thanks for inviting me.  I know it is like preaching to the choir but on the topic of multifamily housing, the issues in production, preservation and increasing the flow and availability of debt and equity capital are most prevalent on my mind.  I will keep my comments focused on those issues.

1) The graphical representation of primary financing sources you just saw in Ann Schnare’s presentation is very interesting.  I suspect we will see, next year and beyond, the bank financed share going down.  This is due to a combination of tightening credit standards and an increasing tendency toward short term lending (i.e. construction or acquisition/rehab) by many of the larger institutions.  Most larger financial institutions are wary of the current phase of the economic cycle.  They are also under increased pressure to show earnings increases reflective of “growth” companies.  To achieve this outcome, less longer term debt and correspondingly more shorter term debt with associated fee income increases will be the order of the day.  

2) I would like to advocate therefore, the increase of long term debt sources and programs.  For the typical larger multifamily property, in a good market and in good condition long tern financing is readily available.  The GSEs do good work here and have competition.  However, as Ann’s presentation also pointed our more than half the rental housing stock in the country does not fit this category.  Typically, the 1-4 family properties in the rental stock are easily financed because of the active secondary market supported by the GSEs.  This leaves a considerable number of units, I’ll call them “dogs and cats” without a mature and responsive perm debt home.  These dogs and cats include a broad collection of properties ranging from five to 100 units; essentially anything not qualifying in the 1-4 family program and less that $1 to 2 million in primary debt.  Specific programs to increase the availability of long term debt for these properties are critical to the new production and preservation of this stock. 

3) Last year Congress approved the first increase in the per capita allocation for the Low Income Housing Tax Credit program from $1.25 to $1.50 this year and $1.75 thereafter.  While this is a win, adjusted for inflation alone, the figure should be more like $2.15.  This means the net real resources going into this best and maybe only real production tool we have today is less than when the program started.  The LIHTC program is a model of government efficiency and private sector involvement.  It should be expanded in both a programmatic and funding sense.  

As it stands now the LIHTC program best supports production and substantial rehab for units affordable in the 45% to 60% of area median income. I would strongly recommend developing specific enhancements to the program which broaden the income ranges, to reach lower in the income sector than presently, while also encouraging mixed income approaches to low-mod housing.  (The National Housing Conference presently has a broad based membership working group developing specific proposals on this topic which will be forwarded to the Commission in late August.)    

4) Ann’s presentation again serves as a basis for my next point.  As she sited, between 1997 and 1999 we lost 1.14 million affordable units to expiring use restrictions.  I am aware of additional research that places the number of affordable units with expiring use restrictions between now and 2005 at two million. I think all of you can do the math, probably have already and you know our current production programs do not keep pace with that loss let alone provide the affordable units we need to accommodate new household formation.  Specific programs to encourage preservation need to be developed and adopted post haste.  We need policies and legislation to, for example, deal with exit taxes and promote the re-restriction of LIHTC units and other expiring use situations. (On June 15th the National Housing Conference forwarded, to the Commission, specific comments and suggestions mostly focused on production and preservation.  They are the product of membership discussions and I commend them to you for your serious consideration.)  

5) Finally, we need to keep and expand forward thinking programs like Hope VI that are slowly reinventing our Public Housing stock.  Overall PHAs are deep into a change cycle that has some rebounding and excelling while others fall into the gutter.  The changes afoot should make Public Housing, as we know it today, a thing of the past.  In their place should be state overseen distribution of federal funding with incentives for private sector involvement (modeled on the LIHTC).  (On July 25th Dan Anderson, a Bank of America associate of mine, will appear before you on the topic of PHA reform.  His planed oral comments and written comments are well worth your serious consideration and I commend them to you.)     

Overall, it is an exciting time, replete with challenges, but also full of opportunities.  I commend your work and look forward to your final recommendations.  Thank you.

