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February 9, 2007

TO:
Chairman Lowenthal and Members 
Senate Transportation and Housing Committee

RE:
Informational Hearing: Implementation of Proposition 1C
The California Building Industry Association (CBIA) is providing comments and recommendations as the Committee and the Legislature undertake the process of establishing the criteria and conditions for expenditure of the $850 million contained in Proposition 1C to be used as incentive grants for capital outlay related to infill development including water, sewer, parks, transportation improvements, traffic mitigation, brownfield cleanup and other public infrastructure costs.  Given the impacts of this public policy consideration on the homebuilding industry and the level of involvement of CBIA last year in ensuring passage of this infrastructure concept, CBIA expects to continue to be a resource to the Committee as it continues its fact-finding on this important legislative concept.
“Backbone” Infrastructure to Stimulate Housing Development
CBIA recommends the Legislature direct the expenditure of the $850 million infill to provide for basic infrastructure improvements in selected urban job-centers of the state ripe for infill and refill development as a way to leverage additional private capital and maximize the overall impact of the state grant. 

Older urban and suburban areas often times have poorly maintained and inadequate infrastructure (water and sewer systems, transportation systems, etc.) and as a result are seriously constrained in their ability to attract private investment.  Because of infrastructure costs and other financial and market-driven considerations, developing in these older communities can be a very risky undertaking.

Smart communities understand that using infrastructure improvements as a catalyst for attracting private development and stimulating interest in the capital markets is a critical first step to success.  Updating, renovating and in some cases replacing core infrastructure within a community can not only make it possible for a first “trailblazing” project to occur but also sends a clear signal to the private sector that the community is open for business. 

Maximizing Financing Incentives

CBIA recommends that the Legislature encourage localities to match the state grant as a way to maximize funding.
To achieve maximum impact and benefit – and strengthen the power of the fiscal incentive – localities determined by the Legislature to have the greatest potential for infill development should be encouraged to provide some portion or percentage of matching local funds.  Communities that agree to a matching program and that implement targeted land use planning reforms would receive priority ranking for the state grants.

A Comprehensive Infill Strategy:

Linking Funding With Policy and Planning Reforms 
CBIA recommends that the Legislature link the Proposition 1-C infrastructure funds with the Proposition 84 planning funds to encourage localities to adopt infill specific plans and provide infrastructure improvements within specifically-planned infill areas.
In addition to the $850 million from Proposition 1-C for infill infrastructure incentives, the voters in 2006 also approved Proposition 84 that specifically allocates $90 million for planning grants and incentives.  With these two sources of funding, the Legislature has the unique opportunity to link planning dollars with infrastructure funding and planning reforms and in doing so establish a more comprehensive infill investment strategy.
Areas within the state’s urban job centers experiencing housing imbalances should be prime candidates for the attention of the Legislature. Generally these areas will either be “reuse” sites (sites originally developed and zoned for other uses such as retail, commercial industrial) or vacant land areas that over the years had been considered for a variety of uses but not yet developed. In either case while project-by-project development may be possible the unique challenges associated with developing within an urban context suggests a more comprehensive urban infill specific plan approach. 
Specific plans once adopted and subject to full environmental review offer a more secure process for bringing together the necessary sites, zoning, infrastructure, services and design criteria within an overall master planning context. 
The infill specific plans should at a minimum:

· Receive full environmental review;

· Be consistent with the local general plan that includes an adopted and HCD reviewed housing element;

· Be consistent with the jurisdictions adopted capital improvement plan;
· Establish minimum and maximum densities;

· Identify sites for residential and mixed-use (residential, commercial, retail) uses;

· Contain residential design guidelines;

· Address how conflicts with local ordinances that constrain higher density infill development such as parking restrictions, height limitations and floor area ratio (FAR) requirements are to be resolved.

Caution:  Don’t Ask Too Much

In approving the legislation that became Propositions 1A through 1E, the Legislature sent a powerful signal to California voters that the time was long past for reinvesting in the state’s infrastructure.  Correspondingly, the funding objectives outlined by the bonds were simple and obvious – roads, schools, levees and affordable housing.  Similarly, the Proposition 1C set-aside for infill infrastructure says “make these markets viable for new housing.”  

Indeed, the proposition of using these voter-approved funds to attract investment and development in urban markets is simple:  bring existing infrastructure up to a capacity that will support more people to live there and, thereby, allow new neighborhoods to flourish.  The funding should be competitive but should be equally free from excessive limits and conditions.

CBIA appreciates the opportunity to provide these comments and recommendations and looks forward to working with the Committee and others to produce an effective and lasting infill infrastructure financing plan.

Richard Lyon
cc:
Mark Stivers


Ryan Eisberg
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