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	1.  Background
	National Community Renaissance (“National CORE”) is one of California’s largest and most successful non-profit affordable housing developers and managers.  Formed by the recent merger of National Housing Development Corporation and So Cal Housing, National CORE has a national portfolio of more than 8,500 apartments whose replacement cost would exceed $850 million.  With it strong regional presence in southern California which includes its headquarters in Rancho Cucamonga and more than 5,000 affordable housing units, National CORE plays an active role in affordable housing policy at the state and national levels.  We were instrumental in building consensus support for the $100 million Affordable Housing Innovation Fund (AHIF) last year and appreciate the opportunity to affirm National CORE’s support for AHIF and elaborate on our ideas for its implementation.  

	
	

	
	In approving Proposition 1C in November, California voters passed a bond issue that sets aside a $100 million for AHIF.  The AHIF proposal was the culmination of an extensive consensus building process in which housing advocates, affordable housing developers, and lawmakers from both parties came together to recognize the need for new solutions to the state’s housing challenges.  Despite a plethora of existing public programs, creation and preservation of affordable housing lags far behind the demand, which continues to increase as California’s population grows; thus the need for innovations that work with the market to expedite capital investment by filling financing gaps.  Innovations that help solve the mismatch between demand and supply of affordable housing will have the greatest impact, will make other existing programs work better and will, thus, promote the efficient use of public resources. 

	
	

	
	As a mandate to create new ideas and programs that enhance the market’s ability to generate affordable housing, AHIF represents a huge step towards meeting our state’s housing needs.  A point of consensus has been that AHIF resources should be used to promote new and innovative ideas.  California has many valuable affordable housing programs, but in most cases they are better at creating small numbers of units in high-cost areas than at targeting places with opportunity and need.  They are also more successful at subsidizing housing units over the long term than they are at leveraging up-front costs of development and preservation, when capital needs are most intensive and immediate. 

	
	

	2.  Problem  

     Definition
	The unmet need, or gap, in financing up front is an enormous obstacle to affordable housing production and preservation, and is why we and the Senate proposal both endorse a property acquisition program.  Affordable housing developers, for and non profit alike, often cannot compete with market-rate developers who can quickly assemble financing for their projects.  The time needed to assemble affordable housing financing is normally a product of subsidy program lead times and not under the developers’ control. 

	
	

	
	In a state with many supply-constrained land markets, this timing disadvantage leads to missed opportunities to create affordable housing.  It also leads to higher costs to developers, who either spend money chasing deals they cannot win, or pay more for land that is held for them for a year or more while they assemble public financing.  In many cases these premiums to sellers can be twenty percent of the acquisition cost or more.  In either case, higher costs mean most affordable housing developers provide fewer units of affordable housing.  

	
	

	
	There is a clear demand for a program that helps address this problem.  We need innovative solutions that work in the market we face every day.  A number of concepts have been suggested, such as programs to insure private loans of up to 100% of the acquisition price.  While this is a reasonable idea, which will achieve positive leveraging the problem remains that in the affordable housing business, a developer cannot service that amount (100% or more) of debt.  Developers need quick money that they can pay off later.  Moreover, there are a number of suggestions for use of the AHIF funds for grant programs to promote targeted policy outcomes – workforce housing, construction quality control, and energy efficiency among them.  All are worthwhile goals, but what is needed is a program that recycles the AHIF through recoverable loans, solves the financing gap and has a large impact on supply.  Such a program could then be tailored to promote a range of policy priorities such as these others mentioned.  

	
	

	3.  Program 

     Definition               
	An innovative and high-impact solution, similar to a suggestion in the Senate proposal, would be an affordable housing gap acquisition fund (the “Fund”).  Affordable housing developers could use loans from the Fund to bridge the short term financing gap and then pay them back to the Fund and partner lenders in one to three years.  Such a program would leverage the state AHIF money as much as possible to do the most good.  50 million dollars of the AHIF money, for example, could be leveraged up to $200 million with private sector debt, creating a large Fund that could afford to make low-interest loans to support affordable housing projects in the critical acquisition phase.  Additionally, the Fund would function as a revolving loan program so that money allocated through the AHIF would be recycled from project to project every 1 to 3 years.  Stretching and recycling public funds as much as possible, as National CORE does with Congressional funding and Century Housing has successfully done with settlement fund money, will best serve the AHIF and the people of California.  

	
	

	
	The Fund as we have proposed would be managed by proven non-profit and private sector partners to ensure maximum efficiency and leverage of capital.  Maximizing efficiency of the Fund would be facilitated by a merit-based award system that favors applicants who are large-scale enough to bring the necessary financing to the table quickly and have demonstrated success in the field.    

	
	

	Summary
	In summary, a state supported acquisition fund would;

	
	

	
	· allow affordable housing developers to compete for properties with market rate developers, ensuring affordable housing developments are built in the best possible locations;

	
	· decrease the cost of developing an affordable housing unit by as much as 20%;

	
	· leverage state dollars with private sector capital, by as much as 4:1, to increase the overall impact of state funding; and

	
	· create a revolving pool of funding that can be recycled to produce and preserve more affordable housing in perpetuity.

	
	

	
	Overall, this Fund would make the development of affordable housing less expensive per unit and would increase the overall production and preservation of affordable housing statewide.  

	
	

	
	Especially in an environment of high costs for land and construction, preserving the affordable housing we have in our state is a goal we can all stand behind, and is why we all joined together to create the AHIF in the first place. As an organization with broad experience and expertise in affordable housing development and, specifically, with the Southern California market, National CORE understands the economic and regulatory realities that can hinder affordable housing development and preservation in California.  The AHIF is an opportunity to help affordable housing developers overcome those hurdles, and we are delighted to be a part of that discussion and be of help in any way we can to facilitate implementation of the AHIF.   

	
	

	
	Thank you.
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