TESTIMONY OF HOUSING CALIFORNIA
Mr. Chair and members:

Housing California represents more than 1,000 nonprofit developers, homeless service organizations, and regional and local housing advocacy groups.  We appreciate this opportunity to describe our current campaign to create an ongoing revenue stream for the state’s Housing Trust Fund and why it’s an integral component of any effort the legislature undertakes to change land use patterns in California. 
If nothing else, I hope you take away four points from my testimony today:   
First, ongoing state investment in housing production is vital to take full advantage of other legislative efforts to increase land zoned for housing and infill development and regional planning opportunities described in earlier presentations.
Second, regardless of how much land is made available for new homes, some level of state subsidy is absolutely necessary to produce housing affordable to lower income Californians.  
Third, beyond the provision of a basic need – shelter - the development of permanently-affordable multifamily housing has myriad benefits for individuals, communities, and governments, including economic, environmental, and educational benefits.  

And finally, the experiences of 28 other states that have created dedicated revenue sources for housing development demonstrate it’s an achievable goal for California.    

Much of this information is drawn from a Housing California and Policy Link report that will be released next week.  You have an advance copy of the executive summary in front of you and will receive copies of the full report next week.    
On my first point – why is reliable state investment in housing necessary to achieve better land use in California?  
Because improved local land use planning is only first step.  Without funding, developers of homes for lower income families can’t build on residentially-zoned sites.  When land sits vacant, the pressure increases on local governments to use it for other purposes, some of which further exacerbate the housing shortage.   

In essence, state investment can turning planning into reality, creating communities that meet the full range of residents’ housing needs. 
On my second point- I’ve been asked ‘If enough land is made available by local governments, why can’t the private market produce housing affordable to everyone?’  The simple answer is that, while an increased residential land supply will lower the price of housing somewhat in certain areas of the state, for the most part, the basic costs of building will still outstrip the earning power of millions of Californians.  

The gap between California wages and housing costs is enormous.  You have in front of you the latest study of the salary needed to afford the average two bedroom apartment in the state: it’s $21.24 an hour, which is more than $44,000 annually.  According to the 2003 census update, more than 5 million California households earn less than that.  

Significant state investment will be necessary for the foreseeable future to ensure that these members of our communities can afford homes near their jobs.    
How much state investment is required?

HCD estimates 52,000 low and very low income units must be built annually to keep up with population growth.  Based on current subsidy levels, meeting this need through multifamily housing production would require an annual investment of $2.3 billion.  
An additional $29 billion is necessary to address the backlog of 650,000 affordable units created by underproduction in the last decade.  Spread over 20 years, eliminating this backlog would add $1.45 billion a year.  Combined, this totals $3.75 billion in annual state investment.    

Of course, if the federal government continues its disinvestment in federal housing programs, this number will grow.
My third point:  Besides providing a basic need of all humans –shelter – this level of investment would be a sustained economic engine, creating and maintaining hundreds of thousands of jobs in construction, sales, and other related industries.  As Mr. Wunderman said, it will also assist CA employers in attracting and retaining employees.    
From the environmental perspective, state housing investment can ensure we address growth pressures through higher density development near jobs and transit.  Current HCD programs prioritize these developments for funding.  
The other benefits of investing in housing are numerous: improved academic performance, savings to government on prisons and hospitals, and achievement of civil rights goals through quality development in diverse communities.   

How can California realize these multiple benefits to our economy, our environment, and our people? 
To help answer this, Housing California commissioned a report from Bay-Area based PolicyLink.  You will receive the full version of it next week, but I want to share a few highlights that demonstrate how very real the possibility is for California to raise enough revenue to make a significant dent in our housing needs.   

More than 350 local and statewide housing trust funds have been formed in the country to receive revenues dedicated to affordable housing development.  This includes 38 states, 28 of which have dedicated revenue streams for their trust fund.    

The two most commonly used revenue sources are the real estate transfer tax and the document recording fee.  Others include regular, periodic bonds, property tax levies, and interest on real estate escrow accounts. 

The state of Florida has the largest statewide trust fund in the nation, which generates more than $300 million annually through a real estate transfer tax.  The fund was created legislatively through the efforts of a broad-based coalition, including the Florida Home Builders Association, the Florida Association of Realtors, the Florida League of Cities, Florida Catholic Conference, and other major statewide groups.  
Business interests saw it as a way to revive the state’s flagging economy, realtors as a means of enabling a whole new group of people to afford to buy homes, and local governments as a tool to meet the needs of their residents.  In the face of continued economic troubles, the revenue stream has been maintained over the past 13 years due to the strong backing of this coalition.   

In Ohio, the legislature in 2003 raised the state document recording fee and dedicated $50 million of it to its housing trust fund.  They sought to jump start economic development and to free up General Fund dollars that were supporting housing development.  Their fund targets the lowest income families, with more than 40% used for housing for those earning less than 35% of the area median income.      
These are just two examples of highly successfully state housing trust funds.  Other states use a different mix of sources, allocate the funds in a variety of ways, and target different population groups.    

Housing California and our allies are not wedded to a particular funding source and are open to various allocation strategies.  Our primary goal is to create a funding stream that raises at least $500 million to $1 billion annually and can be permanently dedicated to affordable housing and emergency shelter development. 

We’ve begun discussions with other interested organizations, including builders, realtors, cities, labor unions, and senior groups.  Together, we are exploring options for enacting the trust fund, including an initiative or legislative constitutional amendment.  We’ve also begun fundraising and polling.  We hope that members of this committee will join our effort to develop a permanent solution to the growing problem of housing affordability. 

Thank you for your time.
