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Commission Members, Thank you for this opportunity to present testimony to you  today.  Your task is a daunting, but doable one, upon which the future of thousands of Americans depends, for Congress is relying on you to recommend improvements to the affordable housing delivery system and the role that the Federal government can and should play in helping all Americans to achieve decent, safe, affordable housing.  

I am here today representing the office of California’s State Treasurer, as the Executive Director of the California Tax Credit Allocation Committee, an entity created by state statute to administer, among other things, the federal and state Low Income Housing Tax Credit Program in California.  Also housed in the Treasurer’s Office is the California Debt Limit Allocation Committee, that will allocate over $2.1 billion in private activity bonding authority this year alone, of which approximately $1.6 billion will go towards single family and multifamily housing in our state.   This figure represents approximately one half of all private activity bonds in the nation that are authorized for housing.  

California has almost 34 million residents according to the 2000 census (and perhaps many more than that).  Affordable housing advocates were excited when,  in late December, 2001, Congress passed the legislation increasing both the housing tax credit cap, and the private activity bond cap.  For California, this has meant an annual per capita tax credit that rose from $41.4 million last year to almost $51 million this year, and to $58 million beginning next January.  The bond cap increase is equally stunning, from $1.6 billion last year to over $2.1 billion this year.   

Yet with all of these resources, California receives much less in return from the federal government than it delivers to Washington.  Our housing needs woefully outnumber the resources available to address them.  Over 40% of our people are renters.  California has one of the greatest gaps between rich and poor of all the states.  In the 1990s, the poorest 20% of Californians suffered an income drop of nearly 14%, to just over $13,000 per year.  One in five of California’s children live in poverty.  For every two families that need affordable housing, only 1 unit of affordable housing is available.

Here in Los Angeles County, nine of ten low income renters pay more than 30% of their income for rent.  Over two thirds of low income renters pay more than one half of their income towards rent.  One in five renters has income below the poverty line.

Land and building costs have skyrocketed in recent years.  Earthquake mitigation, coastal erosion, and brownfield clean-up add, in addition to the price of land, add tremendously to the cost of building here.  The 9%, competitive tax credit program, coupled with California’s state housing tax credit, has produced approximately 6,000 affordable apartments annually in recent years, while the 4% tax exempt bond program results in over 10,000 more units each year.  Since the inception of the program, 9% credit has been authorized that will result in over 72,000 tax credit units.  Including bond financed units, over 123,000 apartments in California have been created or preserved as a result of the housing tax credit.  This is a significant percentage of all apartments built in California since 1987.  However, the demand remains much greater than the supply of tax credit available.  

In California, tax credit authority has been able to fund only 25 to 30 per cent of requested amounts in the past several years.  When one considers that, in the next 4 years, over 20,000 units assisted by project based Section 8 will have expiring contracts, and that we have already lost close to 20,000 federally assisted units, it is clear that the housing tax credit alone cannot make up for the loss of housing stock, while at the same time assist in the creation of new affordable apartments, and help with such worthwhile federal programs as the HOPE VI program.  The tax credit program, even with the 40% boost that will return it to approximately its 1987 level, simply cannot, by itself and without more per capita authority, solve our affordable apartment needs, nor those of the nation. 

In the past two years, the tax credit program has targeted tax credit to development proposals that further public policy goals of sustainable development, preservation of “at risk” assisted properties, and neighborhood revitalization.

We do not expect that the federal government can solve all of California’s housing issues.  The state itself has made serious commitments towards that end.  California was the first state, back in 1987, to enact a state housing tax credit program to complement the federal program.  $50 million in state housing tax credit annually is available to augment the federal program, and the California legislature is currently considering a bill that would raise that amount to $70 million annually.  Just last year, the state committed over $500 million new dollars from its general funds for affordable housing programs, of which close to $200 million is earmarked for rental programs.  The State’s Housing and Community Development Department and the California Housing Finance Authority have instituted significant programs to assist both renters and homebuyers throughout the state.  Treasurer Angelides began a special Mortgage Credit Certificate program last year that assists teachers serving in California’s underperforming school districts to become homebuyers.  The state’s Pooled Money Investment Account, while providing competitive yields, is helping to stabilize neighborhoods by committing to invest one billion dollars to purchase home loans made to low and moderate income Californians or in low and moderate income neighborhoods in the state.  At the local level, municipalities have earmarked both federal HOME and CDBG funds, as well as local, redevelopment funds, towards affordable apartments.

However, federal, state, and local assistance, partnering with the private sector has still not solved the housing crisis.  I urge you to incorporate the following suggestions with respect to multifamily affordable housing in your report to Congress:

1. The country needs a new, multifamily, affordable rental housing program authorized and funded by the federal government.  Whatever shape that program takes, it must take advantage of already existing programs, such as the housing tax credit program, that have proved effective in their delivery systems.  Such a program must be flexible, recognizing that in this broad and diverse land, the states are best positioned to determine their differing housing needs and how best to address them.  The most successful federal housing programs, not unsurprisingly perhaps, have been those that have set broad policy and reporting parameters at the federal level, but have had the least federal government involvement.  These examples (the tax credit program, the HOME program, the CDBG program) should guide future Congressional discussions about any new production  program.

2. Congress should pass HR 951, repealing the “10 year rule” to permit more bonds to be used for affordable housing, raising purchase price limits, and permitting states to utilize the higher of statewide median income or area median income in determining tax credit income and rent limits.

3. Congress should pass legislation that will make clear what items can be included in “eligible basis” for purposes of the housing tax credit program.  The entire tax credit industry was taken aback with the publication of certain “Technical Advice Memoranda” late last year.  In particular, the exclusion of “impact fees” from basis has had a deleterious effect on California tax credit developments.  In California, since 1978 and the passage of Proposition 13 limiting property taxes, municipalities have found other methods to collect revenue.  Several items that may be called impact fees in California would be taxes in other jurisdictions, and therefore includable in basis.  The uncertainty caused by this finding is leading investors away from investing in California tax credit properties, and to states where there may be no “impact fees”.  Legislation is needed to clarify this “impact fee” issue and to bring back the investor/owner stability that the tax credit program so needs in order to remain as successful as it has been.

4. While theoretically it is good that public housing authorities now have the authority to utilize vouchers to assist up to 25% of units in a building as project based (and in some cases, such as for seniors projects, up to 100%), this does not result projects being able to get more debt since appropriations for this assistance must be made annually.  In California, many Section 8 vouchers go unused as it is impossible, particularly in our many “hot” markets, for holders to find landlords willing to participate in the program.  Congress should find a way that these vouchers can, in fact, be used by their holders, some of whom are on waiting lists for a decade or more, only to finally receive the coveted voucher to discover that they still have no place that will accept it.

5. Congress should enact various technical corrections to federal housing programs that will enable those programs to coordinate better with one another. 

6. Congress should provide Preservation Matching Grants to be administered by the states and made available to states that are willing to match such grants.

