From: Jessica Engeman

To: Sen.LewFrederick@state.or.us; Rep.BradWitt@state.or.us; Sen.FredGirod@state.or.us; Sen Taylor; Rep.SalEsquivel@state.or.us; rep.kenhelm@state.or.us;
Rep Lewis; Rep Power; JWMNR Exhibits

Subject: HB 2007 - testimony for hearing

Date: Wednesday, June 21, 2017 12:39:19 PM

Dear Committee Members,

| am writing on behalf of my firm Venerable. We are developers who build new buildings and adaptively reuse existing/historic
buildings in Portland. While we support the goal of creating more affordable housing in Oregon, we have serious concerns
about HB 2007. Achieving our affordable housing objectives can and must be done in a way that increases density without
demolition and sustains the historic character of our older neighborhoods.

HB 2007 should only be passed if it:

1. Focuses incentives on the creation of the truly affordable housing that is needed; not market-rate housing where we do
not have a supply problem.

2. Stops tear-downs of modest-priced homes unless they’re being replaced with multiple affordable units.

3. Enables the internal conversion of existing houses into multiple units without triggering the cost-prohibitive commercial
building code. This adds density while retaining character and keeps demolition waste out of the landfill.

4. Leavesin place baseline protections for new historic districts, while providing incentives for ADUs, internal conversations,
and compatible infill in historic districts.

While HB 2007 may have come about from good intentions, it isn't supported by facts and reality. Itis a false notion that building
more housing will have the trickle-down effect of creating more affordability. This is nicely explained in the info graphic below
from San Francisco’s Council of Community Housing Organization:
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What is happening in
cities today?

Today, citles are more desirable places to live than ever
before, bringing a flood of new residents. To creale more
howsing for thes e new amivals, citfes mas| rely on “infill”
development, defined as bullding within exsYng urbanized
aress. I's important that development is affordable toa
wide range of people at all income fevels.

Prabilems can afse when
new resldents or developers
have enough money to
displace old residents or
businesses from thelr
nelghbarhoods.

Who are we currently
building for?

Ovwer the last ben years,
BE.8% of the housing
created In San Francisco has
been market rate.’ [ we
confimue that pattern, quallty
104l Il remain out of

or &l but the
wealthiest citizens,
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What is filtering?

One newly popuiar idea presented as a solulion
to the affordable housing crisis is fillering
Filkering is like trickle-down theory for houses: a5
wealthy and middie-class paople move to newly
buiit homes, older and more dilapidated homes
will “filter down" bo working and poor people,
resulting in more housing units for everyons,

Howeves, with the reversal of decades of
migration to thesuburbs by wealthy residents,
filtering reo longer works in all ypes of cities®, In
fact, many areas are fltering upwards because
Tiitering theory fails 1 o for factors like
the increasing desirabllity of historle buildings.
o chermeane] for wndls in unique, walkable
nelghborhoods, =

Is this realistic?

The filtering “solution” laid
outina widely circulated
report from the Califomia
Leghslative Anatyst Offfce
{LAD) calls for a massive
Increase In housing
construction In coastal
citfes.*

How big, exactly?
The report suggests that San Francisco must add

15,000 new howsing
as mueh eons truetion
as San Franclsco had
. in 2014,

unils each year,*

which Is over

But aren't we not building

enough right now?
Actually, 2014 was a banner
year for new construction in
San Francksco, with over
3,500 unlts constructed,
Ineluding the 2nd highest
alfordable housing produe-
Hon in the state.*
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San Francisco bullt just over 4,000 units at the height of
the des tructive Urban Renewal ini tatives in the 1980s,*

new highvays and homes,

Corstuetion has not come
amywhere elose to 15,000
unibs per year since the
years immediately following
e 1906 ear thquake.™

Is their report right?

In tact, researchers at UC Berkeley refeas ed a response to
{he LAD report des cribing numerous emors, In particular,
the govemment analysis did nol include permanantly
affordable housing In its calculations.™
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The Berkedey analysis noted that while massive construc-
tion migh eventually reduce prices for the reglon a a
whale, development in dense, transii-rich areas will likely
accelerale mnt increases. San Francisco Is characterized
by high cosbs, peographic constraints, and immense
Income Inedquality on the demandslde, These Baclors
Increase the ricks of a plan Erat refles on private capltal,™
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But won't building more
housing of any type help?

Research lrom UC Berkeléy indicates thalin a city like San
Francisco, with geographic limitations and historic
hewsing s bock, filtering could take at least

30 Years

to produce affordabliity for households that are middle- or
low-income,* That Is too leng towail for housing refief.

Why will it take so long?

Evén il we reached the LAD Report's theoretical rate ol

15,000 new undts budlt every year, the rent would only drop

about 0.2 i
The median San Francisco
unit, currently $42,000 a
year in rent,* would still cost
541,880 next year, This s
not affordable to the vast
malarity of San Franclscars.,

Additionally, If there w

rents to declin

§ ¥ due to falling profit

Is there a better way to

affordability?

Data analysis proves that o

temctaiuems A
protettedih-.unslngls muore than 3
twice as effective

at reducing displacement of low-income residents on the
regional seale.
Construction of permanently
affordable housing is alde to

production).”
Market-rate developers, dependent on global finance,
often put projects on hold or abandon them entirely,

Filtering can't solve today’s
housing affordability crisis.

You can't base policy on a fallacy!

As Jane Jacobs so aptly put it, “Time makes the high building costs of one generation the bargains of the following generation.”
However, we can’t wait 30 years for trickle-down housing to work. And, in the meantime, HB 2007 is promoting the demolition of
older, smaller, modestly-priced properties that are already “the bargains of the following generation.” We must stop these
properties from being demolished unless they are being replaced with truly affordable housing.

As a final point, the misconception that the designation of historic districts is being used as a mechanism for blocking density




and affordable housing, is just that—a big misconception. Historic designation does NOT prohibit accessory dwelling units (ADUs)
or infill development. Historic districts comprise just 1% - 3% of residential zoning. Historic districts are not the problem and
provide significant community benefit by protecting our built heritage that already exists.

As written, this bill makes sweeping changes across Oregon without the appropriate level of public process. Ultimately, we
believe it will do more harm than good. Restore Oregon has worked hard to craft amendments that will make this a better bill.
We urge you to either adopt their proposed amendments as a package, or VOTE NO.

Thank you for giving this your full consideration,

Jessica Engeman

Project Manager

Venerable Group, LLC

70 NW Couch St, Suite 207 | Portland, OR 97209
Direct: 503.943.6093 | Office: 503.224.2446
www.venerablepr ies.com
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