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Members of the Commission, I would like to thank you for the opportunity to speak with you today.  I recognize that there a wide variety of topics that you are researching.  I would like to focus my remarks on housing production and the most cost- effective means of achieving large scale production.  I will make three primary points:

· The dire need to add to the supply- New Construction is essential in high-cost, high job growth areas

· The importance of Non-profit ownership of rental housing

· The need for Accountability not over-regulation

Let me start with a very brief description of BRIDGE Housing Corporation.  We are the largest non-profit producer of affordable housing in the State of California.  We began operations in 1983 and were designed from the beginning on the following principles:

· It is important to produce at scale- large volumes,  high quality, exceptional affordability

· Regional Emphasis- Provide real estate expertise to communities- focus on production

· Business Leadership, Private Sector involvement at all levels

New Construction

We cannot achieve affordability in most parts of California without adding significantly to the supply of housing in general, and that affordable to working people in particular.  Jobs have outstripped housing production at the magnitude of 5 to one in many parts of the State.  Middle-class families cannot afford to live in the area and it damages the economy when teachers, nurses, new doctors, retail clerks, and small business owners are priced out.  Acquisition, Acquisition with modest rehabilitation will not solve the problem.

New Construction is expensive and requires the assistance of government at every level to make it happen.  Local land-use barriers, state fiscal policy, government regulation all contribute to the high cost.  Sources of direct governmental subsidy are a must.

Non-Profit Ownership

It is crucial to have the significant involvement of the private sector in the production of affordable housing.  Private capital from banks, pension funds,(like the 2 programs BRIDGE developed with the California Public Employee Retirement System- a Construction Loan Program and a $100 million Predevelopment/land acquisition fund), insurance companies and equity providers leverage local, state, and federal government resources.  Profit –motivated general contractors, architects, legal counsel, etc.  all ensure cost-efficiency in the building process. The single most important factor in providing affordable housing is ownership of rental housing by mature, stable, sophisticated, non-profit organizations.  It is also the most overlooked resource.  Let me direct your attention to the chart Pickleweed Rent Comparisons, 1986-2001, to illustrate my point.  This is a development BRIDGE built in 1986 with very modest assistance.  The development was produced in Mill Valley, Marin County, California, one of the most expensive housing markets in the nation.  The land was contributed through a requirement of a market-rate development, there was a modest grant from a charitable foundation, The Marin Community Foundation, and we issued tax-exempt 501c3 bonds that lowered the interest rate by approximately 2 percentage points.  No HUD mortgage assistance, no Section 8 New Construction funds, no tax credits available at the time.  With these very shallow subsidies we produced housing that was restricted not to people with very low incomes but for people at 100% of the median income- in other words middle-class people.  Still our rents even in 1986 were below market rents by $200-300 a month.  Today, 15 years later, exclusively as a result of non-profit ownership,  we are serving people in the same development who earn 40% of the median income.  We raised rents only to the extent necessary to cover operating expenses, even though by regulatory agreement we could have increased rents much more significantly.  Rents were increased, on average less than 3% a year.  Today, our rents are $700 to $1000 below market rents.

This is a prime example of what a non-profit can achieve with very shallow direct subsidies.  It is a model that should be replicated.  There are now a significant number of organizations across the country that are business-oriented, maximize private sector involvement but provide the long-term stability of non-profit ownership.  The capacity of these organizations can make a huge dent in the housing affordability problem if programs were geared to this model.  If we do not address the affordability crisis with this model we will repeat the “housing preservation “ issue we now face with expiring use restrictions when the current tax credit developments reach the end of their compliance periods.  That time is rapidly approaching. A non-profit ownership model must be addressed immediately.

Accountability vs. Regulation

Accountability is of course critical to any program in which the federal government supports certain actions.  However, I will close by expressing my deep concern that today we have regulations driven by angels dancing on the head of a pin.  The amount of staff time and work required of applicants to comply with tax credit regulations , for example is absurd.  It adds tremendous costs with no increased benefit.  We now have a whole industry of tax credit compliance experts.  It doesn’t need to be this complicated.  HUD programs were never this stringent.  Substantial regulatory reform in this arena would mean hundreds of thousands of new units produced.

Thank-you again, I look forward to your questions.

