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Good afternoon.  My name is Art Porter.  I am a First Vice President and Manager of Washington Mutual Bank’s Community Lending and Investment Department. I appreciate this opportunity to appear before you and to share Washington Mutual Bank’s involvement in affordable housing and community development. I have over 25 years experience in housing finance with an emphasis during the last 15 years on affordable housing.   I have served on several boards including SAMCO and California Community Reinvestment Corporation, which provide financing for affordable housing projects.   

Washington Mutual is the largest thrift in the nation with assets in excess of $220 billion.  Our commitment to serving the community dates back to 1889, when the company was founded to help families rebuild their homes and lives after a fire destroyed a major portion of Seattle.  Since then, Washington Mutual has consistently demonstrated its leadership in providing housing and shelter-related loans and investments in the communities it serves.  We are also deeply committed to the principles embodied in the Equal Credit Opportunity and Community Reinvestment Acts, as demonstrated by our outstanding performance fulfilling the needs of the under-served in our communities.

In terms of our commitment to our communities, Washington Mutual has targeted $120 billion for under-served communities over a ten-year period that began in 1999, after its merger with H.F. Ahmanson & Co., the parent company of Home Savings of America.  These funds are earmarked for loans and other financial support to communities consisting predominantly of people of color, to residents of low- to moderate-income census tracts, and to people whose income is below 80 percent of area median income.  This commitment includes $1.3 billion for community lending and investments.  Our Community Commitment covers all of the states in which Washington Mutual does business.  In 2000, Washington Mutual funded $294 million in investments and in loans to community development and low-income housing initiatives, tax-exempt housing revenue bonds, minority financial institutions and community banks and financial institutions targeting minority racial and ethnic communities or other community needs.

Over the past 10 – 12 years, both the public and private sectors have reinforced their comment to affordable housing.  To effectively fund the development of affordable housing involves the creation of partnerships.  The private and the public sectors, including federal, state and local governmental agencies, must band together to provide this funding.  Federal programs, such as Low Income Housing Tax Credits, Home and CDBG play a major role in the funding of affordable housing projects; however, not enough funds are available to meet the demand of affordable housing in our communities.  To compound issues, we are continuing to lose existing low-income housing stock to market rate projects.  One example is the expiring HUD Section 236 Programs.  Washington Mutual Bank, during the last 2 years, has been working with local governmental agencies and both for-profit and non-profit corporations to retain these properties as affordable.  Washington Mutual has been an innovative leader in the refinancing of these projects. 

So, what are some of the problems limiting the creation of affordable housing?    

· There needs to be more consistency in programs, forms and compliance monitoring among federal, state and local housing agencies.

· The process is burdensome. Excessive paperwork.   

· We need more funding sources to meet the demand for affordable housing, LIHTC’s, HOME and CDBG funding.

· Existing affordable housing stock should be retained, e.g., expiring HUD Section 236 projects.

· We need standardization of underwriting practices and procedures.

 We need to eliminate and/or simplify the process and paperwork currently required by federal, state and local governmental agencies.  Even for thrifts that utilize the Federal Home Loan Bank products, i.e., CIP and AHP, there are enormous amounts of paperwork and monitoring requirements.  Effort needs to be spent developing new and better funding sources.  

There should be continuous funding sources in order to enable developers to consistently provide product in our markets.  For example, in California for the year 2000, there will only be one Low Income Housing Tax Credit application round.  This limits the number of projects that can be developed this year.  

Financial institutions have become major participants in funding affordable housing projects due mainly to CRA requirements and a better understanding of the affordable housing financing process.  These institutions have been great supporters of affordable housing; however, they are unable to go it alone.  Other sources are needed to bridge the funding gaps that exist in order to target very low- and low-income projects.    Government has to increase its role in this funding process to meet the affordable housing demand in our communities.  Affordable housing development should not depend on “windows of opportunity”.  Federal, state and city funds should be readily available to bridge the gap needed to meet the demand for affordable housing in our communities.

Financial institutions, such as Washington Mutual, stand ready to fund affordable housing projects to the extent dictated by regulatory agencies.  Again, financial institutions can’t do it alone.  Funding the gap needed to achieve affordability for projects must be obtained from other sources.    We need to increase the LIHTC allocations.  In spite of recent increase in LIHTC’s, there will still be a shortfall.  HOME and CDBG funds should be increased, and streamlining the HUD FHA products would also help address some of the demand for affordable housing projects.  Affordable housing opportunities, for both rental and homeownership are not keeping pace with the rapidly growing demand.

Thank you for the opportunity for me to share my thoughts on this very serious issue.  Hopefully, with the information obtained from these hearings we will have a better understanding of the urgency and need to increase sources of funding for affordable housing projects. 

