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INTRO

Having a sound and well functioning commercial and multifamily real estate sector is critical to our country’s economic growth and development, and to millions of U.S. businesses of all sizes that provide local communities with jobs and services. 
· It is estimated that the commercial real estate sector supports more than 9 million jobs and generates billions of dollars in federal, state and local tax revenue. Nonetheless, the overall economic downturn and crisis in the broader financial markets is directly impacting not only the fundamentals of commercial real estate finance, but also the outlook for recovery. And while the commercial and multifamily real estate markets play a vital role in the economy, these markets are now experiencing the worst liquidity challenge since the early 1990’s. 
· Congress has resisted any further “bailouts” or rescues for the financial sector.  As this crisis grows, we have offered an array of suggestions for lessening the impact on our still recovering economy.

· In May 5, 2010, over 265 IREM and CCIM Institute members joined together to lobby their federal legislators on Capitol Hill in Washington, DC.

· Members representing 40 states and the District of Columbia voiced our industry's concerns on carried interest tax rates, mortgage insurance programs, leasehold improvements, and capital gains and accelerated depreciation in 230 scheduled meetings with U.S. Senators and Representatives and staff.  These meeting had a real impact on our legislative process, and started us down the path to victories for commercial real estate!

Mortgage Insurance

· Among a variety of solutions for the commercial real estate crisis, IREM and CCIM proposed programs for a federal mortgage insurance program. 

· Shortly after our hill visits, Rep. Walter Minnick (D-ID) introduced H.R. 5816, the “The Commercial Real Estate Stabilization Act of 2010”.  This bill would establish a commercial real estate credit guarantee program to empower community banks and other lenders to make loans while stabilizing the value of small denomination commercial real estate assets.  
· The bill creates a three year Treasury-run program that would provide up to $25 billion in guarantees for commercial real estate investments. Fifty percent of the program’s capacity will be reserved for banks with under $10 billion in assets and the remainder will be accessible by larger institutions and mortgage bankers. 
· To pay for the plan, there is a 2 percentage point fee to cover the cost of the program.    
· To date the bill has 6 cosponsors including Florida Congresswoman Suzanne Kosmas, representing Orlando and other areas of the 24th district of Florida.  

· The bill was the subject of a House Financial Services Hearing in late July.  Jim Helsel, an IREM, CCIM, and NAR member testified at this hearing on the extensive problems facing commercial real estate.  We expect this bill to get additional consideration next year.  

Credit Union Lending

· Credit unions have been providing business loans for more than 100 years. Today, however, credit unions are hampered by a business lending cap of 12.25% of total assets. Many commercial real estate professionals have reported having strong, long-lasting relationships with credit unions, which could help them refinance and sustain their properties but find the lending cap presents an obstacle. More than half of the outstanding business loans held by credit unions have been extended by those approaching or at, the cap.

· Despite more than 130 members of Congress supporting increasing the cap on credit union lending, the powerful bank lobby has been able to stop it (perhaps due to concerns of competition?)

· IREM and CCIM were successful in adding more than a dozen sponsors to these bills as a result of our Hill Visits last Spring

· We look forward to legislation being re-introduced next year

Small Business Lending
· This fall, Congress passed a law to establish a Small Business Lending Fund of $30 billion to provide loans to small community banks to help spur small business lending.  
· While not a guarantee, this program is similar to the Minnick proposal in that it would encourage increased lending to small businesses. 
· Under this bill, the U.S. Treasury would be authorized to lend up to $30 billion to interested community banks to further expand lending to small businesses.  
· As an incentive for participating community banks to increase small business lending, their interest rate would be adjusted relative to the amount of their small business lending activity. 
·  It is estimated that community banks could use the $30 billion lending fund to leverage up to $300 billion in new loans to small businesses.   
· The law also allows use of SBA 504 loans to refinance short-term commercial real estate debt into long-term, fixed rate loans.  

Term Extensions

· IREM and CCIM members also urged Congress to put pressure on the Federal Reserve and Treasury regarding term extensions. 
·  For properties that can support their current debt, a simple loan extension makes perfect sense. Most commercial loans are short term and refinance frequently. Instead of requiring a refinance at the end of a loan term (and having to deal with the equity gap), lenders could be encouraged to extend the term of the current loan.  
· On the very day of our hill visits, Rep. Ken Calvert (D-CA) gave a five-minute Special Order speech on the Floor of the House of Representatives, about the deterioration of the commercial real estate sector.  In that speech he directly addressed term extensions, and urged Treasury Secretary Geithner to make term extension guidance to banks clear.

