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I would like to thank the Commission for giving me this opportunity to provide you with information about our housing needs here in Oakland, and to present our recommendations for key Federal policies to preserve and promote affordable housing for our low and moderate income residents.  The establishment of this Commission and these hearings underscores the need to continue and expand the Federal government’s central role in addressing the nation’s housing needs, in order to meet the longstanding goal of providing all our people with “a decent home in a suitable living environment.”   We believe that role is best served through constructive partnerships with local governments, which have developed the expertise and capacity to work with nonprofit and for-profit partners to address local needs.

Oakland is a highly diverse City that encompasses a wide range of incomes and backgrounds.  The latest Census figures show that no one ethnic group constitutes a majority; 36 percent are African-American; 31 percent are White;  15 percent are Asian-American; and 17 percent identified themselves as “other” or “more than one race.”  Twenty-two percent of our residents – regardless of race – are Latino.

Oakland includes some of the most affluent and some of the poorest neighborhoods in the region.  Half our population qualifies as low and moderate income under HUD definitions, over 20 percent have incomes less than 30 percent of area median.  Fifty-eight percent of Oaklanders are renters, while only 42 percent own their own homes – far below the national homeownership rate of 67 percent.  We also live in one of the most expensive housing markets in the country.  Not surprisingly, we have some very pressing affordable housing needs.

The sustained economic growth of the 1990s brought many benefits to Oakland and has helped fuel significant economic development as new businesses have flocked to Oakland to take advantage of our many resources and amenities.  But this growth has had its downside, too, expressed in low vacancy rates and rapidly increasing home prices and rents that have exacerbated our existing housing problems.

The current Fair Market Rent for a two-bedroom apartment is $1,065 per month.  Using the Federal standard of 30 percent of income for housing, the “housing wage” in Oakland is an astonishing $20.48.   A person earning California’s minimum wage of $5.75/hour would have to work 132 hours a week, 52 weeks a year, to afford the rent.

Sales prices in Oakland have increased much faster than either the cost of living or household income.  Most of our renters cannot afford to purchase a home, and without financial assistance they may never realize the American dream of homeownership.

The City has devoted considerable resources to housing, relying not only on Federal sources such as HOME and CDBG, but on local funds such as tax increments generated from our redevelopment areas.  We recently issued $40 million in tax increment bonds to provide funding for housing development.  We have worked closely with local nonprofit developers, who have used our financial commitments to leverage outside funding, and we have developed innovative partnerships with the private sector, including lenders and investors, to bring new funding and programs to Oakland.

In the past 10 years, we have built or substantially rehabilitated over 2,000 units of housing ranging from very low income residential hotels to apartments for families and seniors to new homeownership developments.  We have provided assistance to over 500 first-time homebuyers to purchase existing homes.  There are over 1,000 additional affordable housing units in the pipeline.

These achievements would not have been possible without the support of the Federal government.  But Federal assistance has not kept pace with our needs, nor with the rising cost of meeting those needs.  We will need an expanded Federal role if we are to address the priorities that we identified in our Consolidated Plan:

· Preservation and Expansion of the Supply of Affordable Housing

· Assistance to First Time Homebuyers

· Housing Rehabilitation and Neighborhood Improvement

· Rental Assistance for Extremely Low Income Families

· Expanded Housing Opportunities for Seniors and Persons with Special Needs

· Prevention and Reduction of Homelessness

Our recommendations for Federal Housing Policy include the following:

1. A New Housing Production Program

We support the concept of a new housing production program, as proposed by Senators Bond and Kerry last year.  We support funding this program from the FHA Surplus, and we support the establishment of a National Housing Trust Fund, with the eventual goal of providing between $5 billion and $10 billion per year – a substantial increase over current funding levels for HOME and CDBG.  A new production program should include the following characteristics:

· Targeting primarily to produce and preserve housing for very low income renters

· Long term use restrictions to avoid future “opt-out” problems

· Operating subsidies to achieve affordability for extremely low income renters

· Allocations to cities for urban areas, and to states for non-urban areas

· Flexibility and compatibility with other housing finance programs

We believe the best vehicle for such a program would be to provide a substantial increase in funding to the HOME program, with a set-aside for rental housing production for very low income households, and with appropriate changes to HOME program regulations.  The HOME program has a proven history, is successfully implemented at the local level, and works well with other programs.  Rather than creating yet another program with its own regulations and requirements, we should rely on what already works.

2. Funding for Rehabilitation and Modernization of the Existing Assisted Housing Stock

There are over 1.5 million privately-owned assisted units throughout the country, most of which are more than 20 years old.  As these buildings age, they require rehabilitation and modernization.  The capital replacement reserves for these projects are often insufficient for this purpose.

In Oakland, we have 3,000 assisted units built more than 20 years ago.  Even with fairly minimal rehabilitation needs of $25,000 per unit (compared to replacement costs of $200,000 per unit), this would require $75 million.  Our annual HOME grant is less than $5 million.  Cities cannot afford to allocate scarce local resources to maintain the federally-assisted housing stock.  Instead, we would like to see the Federal government develop programs to address this need.

3. Additional Funding to Meet New Lead-Based Paint Requirements

Lead-based paint hazards are a serious public health concern, particularly here in Oakland where we have a large supply of older housing with deteriorating conditions and a high concentration of lead poisoning cases.  We support HUD’s revised requirements for abatement of these hazards, and we are actively participating in a County-wide program for these efforts.

However, the cost of performing risk assessments, abating the hazards, and doing clearance testing has caused major problems for our housing rehabilitation programs.  Without additional funding, we will be able to assist only a fraction of the units we rehabilitated in the past.  We have already had to restructure a long-standing and popular program to provide paint to owner-occupants for exterior painting.

4. Programs for Preservation of Assisted Housing

The existing assisted housing supply is one of our most valuable resources, and should be preserved wherever possible.  In Oakland we have already lost as many as 500 units, and an additional 624 units are rated a high risk for prepayment or opt-out in the next few years.

We support measures such as HR 425, which would provide State and Local matching grants for preservation.

5. Renewal and Expansion of Section 8

We urge the Commission to recommend to Congress that it continue to support, on an ongoing basis, full renewal of all expiring Section 8 contracts, including project-based, tenant-based and moderate rehabilitation.  In particular, renewal of expiring Shelter Plus Care contracts should be included as a part of the general Section 8 renewals, rather than treated as a separate item.

We also urge you to call for new funding for incremental Section 8 assistance, to meet the pressing needs of over 5 million households that meet HUD’s definition of worst-case housing needs.

In some areas, the housing market is simply too tight for tenant-based assistance to be effective.  In Oakland, with a rental vacancy rate of 1-2 percent, voucher recipients, after waiting 2-5 years to get assistance, are unable to find a unit where they can use their voucher.  The success rate for new voucher recipients has fallen to less than 50 percent, a reflection of low vacancy rates, high rents that exceed the FMR, and a competitive market in which landlords have few incentives to participate in the Section 8 program.

In these cases, project-basing of Section 8 is an appropriate and necessary strategy.  Despite recent changes, the rules governing the ability of local housing authorities to enter into project-based commitments are too restrictive.  In particular, by limiting eligibility to census tracts with poverty rates less than 20 percent, most of Oakland’s rental housing areas are excluded, including neighborhoods that the City has specifically targeted for revitalization efforts.  Project-based Section 8 assistance could make the difference between remaining in a revitalized neighborhood or being displaced by gentrification.

To be an effective tool, there must be a way to provide long-term commitments that can be used to leverage private financing.  The current system of providing one-year contracts is not workable, and may actually provide windfall profits to property owners, since lenders may not recognize the higher income resulting from Section 8 assistance when underwriting a project.

6. Changes in the Tax Code

The 1986 tax law had a devastating impact on the production of multifamily rental housing.  By removing tax incentives for investors, the tax code has increasingly served primarily to provide benefits to homeowners, with over half the benefits flowing to households with incomes over $75,000.   In California, multifamily housing production declined by 75 percent in the 1990s, compared to production rates in the 1970s and 1980s.  We recommend that the Commission seriously consider the restoration of tax incentives for rental housing, particularly for production of new housing in urban areas.

The Low Income Tax Credit, while an important financing source, is inadequate for this task, and unlike homeownership incentives, it is highly competitive rather than available by right.

A second area where the tax code could be revised would be to provide tax credits instead of deductions for homeownership.  This would restore some equity in the distribution of homeownership tax benefits, and would improve affordability for low and moderate income homebuyers.

Finally, we recommend providing tax relief for owners of assisted housing and tax credit projects if the properties are transferred to nonprofit purchasers who will keep the housing affordable over the long term.  Exit tax relief would be an important tool for preservation of existing housing.

7. Expanded Role of GSEs in Multifamily Housing

Fannie Mae and Freddie Mac have played a critical role in shaping the single family lending market, and have helped create new and innovative programs that expand homeownership opportunities for low and moderate income buyers.  But they have been far less successful in the multifamily arena.

A more aggressive effort to expand the secondary market for multifamily loans would expand credit availability by providing uniform underwriting guidelines, standardized loan documents, and greater predictability and security for lenders.

8. Greater Flexibility in Federal Programs

Finally, we believe that Federal programs and business practices need to treat localities as equal partners.  Too often we are faced with restrictive regulations and an unwillingness to accommodate local needs, even though we share a common goal to provide affordable housing.  As we move forward in the new millennium, we urge the Commission to recommend that Federal policy be designed to facilitate the substantial efforts that have been made at the local level.
