Date: December 4, 2020

To: CDLAC Committee Members
From: Judith Blackwell, Executive Director
Re: Draft CDLAC Regulations

Near the end of October, CDLAC Staff posted draft regulations on its website for
consideration by the stakeholder community. These draft regulations were
generally in line with the framework approved by the Committee at its meeting in
late September. Multiple comments were received regarding the proposed
regulations, and Staff has now posted a revised set of draft regulations for
consideration by the Committee at its December 9, 2020 meeting. The revised
changes are identified with highlighted additions and geletiens.

In an effort to assist the Committee with its review, the following information
identifies the substantive areas where the revised draft regulations modify or
further specify the previously approved framework from September. CDLAC Staff
seeks concurrence from the Committee that these modifications from the
approved framework are appropriate.

e Application and Award Process — Section 5035
O Framework — Not addressed
O Revised Regulations — Application and award process that
substantially mirrors TCAC, including prompt posting of application
lists, issuing formal scoring and disqualification letters with
explanations for Staff assessments, and specified appeal procedures

e Removing Preservation and Other Rehabilitation Projects from Eligibility for
Housing Type Scoring — Section 5230(b)
O Framework — Rehabilitation projects were subject to housing type
scoring requirements
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O Revised Regulations — Scoring increased for rehabilitation projects to
a maximum of 20 points while simultaneously removing them from
the Housing Type 10-point scoring category; public comment
specified inability of existing projects to comply with housing type
requirements, potentially producing unintended consequences

e Treatment of Permanent Supportive Housing (PSH) in High/Highest
Resource Areas — Section 5230(h), (j) and (l); Section 5231(g)

O Framework — PSH projects received tie-breaker incentive equal to
large family

O Revised Regulations — PSH projects receive equal treatment with
large family projects in all four relevant scoring categories - leverage,
cost containment, AFFH and tie-breaker — so long as such PSH
projects have at least 50% of their units serving the homeless

e AFFH/Low-Resource Area Income Targeting — Section 5230(j)(1)(C)
O Framework — Required a spread of income targeting of 40% from the
low to the high, subject to market conditions
O Revised Regulations — Per framework, except that grandfather
clauses were added to allow previously-approved HCD and public-
funded projects to maintain the income targeting specified in the

public funding source awards; grandfather clause effective through
12/31/21

e Addition of State Tax Credits to Tie-Breaker — Section 5231(g)

O Framework — Not addressed, although adoption of SCO proposal for
2022 proposes to include all state resources

O Revised Regulations — State tax credits included in tie-breaker ratio to
incentivize efficiency of use and acknowledge removal of any
competitive criteria in the TCAC regulations, otherwise successful
bond applicants have no reason to conservatively manage their state
tax credit request
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Geographic Apportionments

Unlike pools and set-aside amounts which can be adopted and even changed by
the Committee throughout the year, the proposed geographic apportionments
are slated to be adopted in the regulations themselves. As such, CDLAC Staff
would like the Committee’s direction on this matter so that the formal regulations
can be completed. (Table on following page)

Option 1: | Option 2: | Option 3:
Region Per 9% High-Cost | Bay Area/LA

Program Adjusted Focused
Coastal 21% 21% 19%
City of Los Angeles 18% 19% 21%
Balance of Los Angeles County 17% 17% 16%
Bay Area 17% 20% 24%
Inland 17% 13% 12%
Northern 10% 10% 8%

Pool and Set-Aside Amounts

Stakeholders generally expressed a desire for the Committee to adopt the pools
and set-asides concurrent with formal adoption of the regulations. Although a
decision is not required at this time, CDLAC Staff is presenting a possible range of

choices for consideration.

Pools / Set-Asides

(NC = New Construction) Option 1 Option 2 Option 3
NC — Homeless Set-Aside 8% 10% 12%
NC — ELI/VLI Set-Aside 14% 15% 18%
NC — Mixed-Income Set-Aside 9% 10% 12%
Rural = NC Only 5% 5% 5%
Preservation 5% 4% 5%
Other Rehabilitation 5% 3% 5%
PCWBE 3% 3% 3%
B ,

alancg to Geographic 50% 50% 40%
Apportionments — NC Only
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Section 5000 Definitions

“Mixed Income Project” means a Qualified Residential Rental Project that is a New Construction Project

which either (1) is not utilizing the Average Income test of Internal Revenue Code Section 42 (g)(1)(C)
and which has 50% or fewer of its total units designated as Restricted Rental Units or; (2) is part of the
California Housing Finance Agency Mixed- Income Program._In a Competitive Application Process, a
Mixed Income Project may only apply for an allocation of tax-exempt bonds for units that will be
restricted pursuant to a TCAC regulatory agreement.

"Rural Project" means a Qualified Residential Rental Project that is a New Construction Project located in
a rural area as defined by Health and Safety Code section 50199.21 but shall not include a Mixed
Income Project.

Reason: The changes to Section 5020 below establish a Mixed Income Set Aside within a New
Construction Pool. As a result, the definition of Mixed Income Project Pool is no longer relevant,
and the definition of Mixed Income Project requires a limitation to New Construction Projects. The
changes also provide that in a competitive round Mixed Income Projects may only apply for bonds
for that are restricted by TCAC. Lastly, the changes limit Rural Projects to New Construction
Projects. Non-new construction projects (i.e.; rehabilitation projects) in rural areas would then
compete in either the Preservation or Other Rehabilitation Pools proposed in Section 5020.

Section 5010. Determination of State Ceiling, Competitiveness, and Minimum Points. (a) As
soon as practicable after the beginning of each calendar year, and before any Applications are
considered, the Committee shall determine and announce the State Ceiling and the portion of the State
Ceiling that will be available for each of the State Ceiling Pools as set forth in article 3 of this chapter.
(b) Pursuant to subdivision (a) of this section, the Committee shall determine and announce the
establishment of either an Open Application Process or a Competitive Application Process, or both, for
each State Ceiling Pool. The Committee shall determine which process is best for each program pool
based on factors including, but not limited to, the amount of the State Ceiling available to the pool and
the history of Applications for allocations from each pool.

(c) Pursuant to subdivision (a) and (b) of this section, the Committee shall establish a minimum point
threshold for the-General New Construction, Rural, Preservation, Other Rehabilitation and-Mixed-Hreorme-
Preject PCWBE Pools as determined in section 5020.

Reason: The changes to this section simply update the list of Qualified Residential Rental Project
(QRRP) pools to reflect the revised list of pools proposed in Section 5020.

Section 5020. Determination of State Ceiling Pools. As soon as practicable after the beginning of
each calendar year, and before any Applications are considered, the Committee will:

(a) Determine and announce what amount, expressed both as a percentage and as a dollar amount of
the State Ceiling, shall be available for Allocation during the year and in each Allocation Round to
Qualified Residential Rental Projects from the Qualified Residential Rental Project Pool.

(1) Subsequent to the determination made pursuant to subdivision (a) of this section, determine and
announce whether a portion of the Qualified Residential Rental Project Pool, expressed as a dollar
amount and as a percentage-(rotto-exceed-twenty-five-perecent{25%)) of the Qualified Residential
Rental Project Pool shall be reserved in a-MixedHdnacoeme New Construction Pool to be available for
allocation to-Mixed—reeme New Construction Projects_that are not Rural Projects, and determine what
amount, if any, shall be available in each Allocation Round.

(A) Subsequent to the determination made pursuant to paragraph (1) of this subdivision, determine and
announce whether a portion of the New Construction Pool, expressed as a dollar amount and as a
percentage of the Qualified Residential Rental Project Pool shall be reserved in a Homeless Set-Aside to
be available for allocation to New Construction Projects in which at least 25% of the tax credit units are
designated for homeless households as defined in Section 10315(b)(1) of the TCAC reqgulations at
affordable rents consistent with Section 10325(g)(3) of the TCAC regulations, and determine what
amount, if any, shall be available in each Allocation Round.



https://50199.21

(B) Subsequent to the determination made pursuant to paragraph (1) of this subdivision, determine and
announce whether a portion of the New Construction Pool, expressed as a dollar amount and as a
percentage of the Qualified Residential Rental Project Pool shall be reserved in al Extremely Low/Very
Low Income Set Aside to be available for allocation to New Construction Projects that have received
either of the following, and determine what amount, if any, shall be available in each Allocation Round:
(i) an award of funding from the Department of Housing and Community Development (HCD). For
purposes of this Set Aside, an award of funding from HCD shall include awards made directly by the
department pursuant to the Multifamily Housing Program, the Affordable Housing and Sustainable
Communities Program, the Transit Oriented Development Program, the Joe Serna Jr. Farmworker
Housing Grant Program, the No Place Like Home Program, ﬁe

Veterans Housing and Homelessness Prevention Program. The income restrictions shall be at least as

restrictive as those for which the applicant received an award from HCD.
ii) an award of:
equivalent to 15% or more of the Project’s total development cost, provided that the

project meets the following criteria, as applicable:
(aa) If the project receives points as a Large Family project pursuant to Section 5230(q) and is located in

(cc) If the project does not receive points as a Large Family project pursuant to Section 5230(qg) or is
located in a Moderate (Rapidly Changing), Moderate, or Low Resource Area as specified on TCAC/HCD
Opportunity Area Map, the project receives maximum points for exceeding minimum income restrictions
pursuant to Section 5230(d).

(C) Subsequent to the determination made pursuant to paragraph (1) of this subdivision, determine and
announce whether a portion of the New Construction Pool, expressed as a dollar amount and as a
percentage of the Qualified Residential Rental Project Pool shall be reserved in a Mixed Income Set-Aside
to be available for allocation to New Construction Projects that are Mixed Income Projects, and determine
what amount, if any, shall be available in each Allocation Round.

(2) Subsequent to the determination made pursuant to subdivision (a) of this section, determine and
announce whether a portion of the Qualified Residential Rental Project Pool, expressed as a dollar
amount and as a percentage (not to exceed ten percent (10%)) of the Qualified Residential Rental
Project Pool shall be reserved in a Rural Project Pool to be available for allocation to Rural Projects and
determine what amount, if any, shall be available in each Allocation Round.

(3) Subsequent to the determination made pursuant to subdivision (a) of this section, determine and
announce whether a portion of the Qualified Residential Rental Project Pool, expressed as a dollar
amount and as a percentage of the Qualified Residential Rental Project Pool shall be reserved in a
Preservation Pool to be available for allocation to Preservation Projects and determine what amount, if
any, shall be available in each Allocation Round.

(4) Subsequent to the determination made pursuant to subdivision (a) of this section, determine and
announce whether a portion of the Qualified Residential Rental Project Pool, expressed as a dollar
amount and as a percentage of the Qualified Residential Rental Project Pool shall be reserved in an Other
Rehabilitation Pool to be available for allocation to Other Rehabilitation Projects and determine what
amount, if any, shall be available in each Allocation Round.

(5) Subsequent to the determination made pursuant to subdivision (a) of this section, determine and
announce whether a portion of the Qualified Residential Rental Project Pool, expressed as a dollar
amount and as a percentage of the Qualified Residential Rental Project Pool shall be reserved in a PCWBE
Pool to be available for allocation to PCWBE Projects and determine what amount, if any, shall be
available in each Allocation Round.

Reason: The changes to this section establish five subpools with the QRRP Pool:

1. New Construction Pool, which would retain the same eligibility criteria used for the 2020 New
Construction Pool, except that Mixed Income Projects would now compete under a Mixed



Income Set Aside of the New Construction Pool, as opposed to in a separate Mixed Income
Pool. Rural new construction projects would continue to compete in the Rural Pool.

2. Rural Pool, which pursuant to the proposed Rural Project definition in Section 5000 would be
limited to New Construction Projects in rural areas. Non-New Construction Projects (i.e.,
rehabilitation projects) in rural areas would now compete in the Preservation or Other
Rehabilitation Pools below.

3. Preservation Pool, which would now include rural Preservation Projects but otherwise maintain
the same eligibility criteria used for the 2020 Preservation Pool.

4. Other Rehabilitation Pool, which would now include rural projects but otherwise maintain the
same eligibility criteria used for the 2020 Other Affordable Pool.

5. Persons of Color / Woman-Owned Business Enterprise (PCWBE) Pool, a new pool whose
eligibility is established in the new definition of PCWBE Project in Section 5170. Unlike the
other four pools above which are mutually exclusive, projects eligible for the PCWBE Pool that
do not receive a bond allocation would be able to compete also in a second pool for which they

qualify.
The changes further establish three set asides within the New Construction Pool:

1. Homeless Set Aside, which would be open to_New Construction Projects in which at least 25%
of the tax credit units were designated for homeless households, as defined consistent with
the TCAC 9% tax credit homeless apportionment except for the lower threshold percentage of
units serving persons who are homeless (i.e., 25% homeless units for this pool, as opposed to
50% for the TCAC homeless apportionment).

2. Extremely Low/Very Low Income Set Aside, which would be open to New Construction Projects
that have received any level of award from specified HCD programs or local public funding
equivalent to 15% of more of total development costs. With respect to projects qualifying
under the 15% local funding option, all of the following would apply: a) a Large Family project
located in a High Segregation and Poverty Area would need to achieve a range of at least 30%
AMI between the highest and lowest 10% of income-restricted units; b) a Large Family project
located in a High or Highest Resource Area would need to include at least 10% of tax credit
units at 30% AMI and an additional 10% of tax credits units at 50% AMI; and c) a Large
Family project located in a Moderate (Rapidly Changing), Moderate, or Low Resource Area, or
a project meeting any housing type other than Large Family, would need to receive maximum
points for exceeding minimum income restrictions.

3. Mixed Income Set Aside, which would be open to New Construction Projects that are Mixed
Income Projects (i.e., projects with less than 50% restricted units or that receive CalHFA
Mixed Income Program loans).

Pursuant to the existing Section 5020, the Committee establishes pool and set aside allocations as
soon as practicable after the beginning of each calendar year and before any Applications are
considered.

Reason: In response to public comment, the new changes add one additional program to the list
of eligible HCD programs and also create references to other sections to avoid redundancy and the
opportunity for inconsistencies in future regulations.

Section 5022. Geographic Apportionments. For the purpose of allocating bonds available under the
QRRP New Construction Pool, annual apportionments of bonds shall be made in approximately the
amounts shown below:

Geographic Region Apportionment

Coastal Region (Monterey, Orange, San Benito,
San Diego San Luis Obispo, Santa Barbara, Santa Cruz,

and Ventura Counties) 19% to 21%
City of Los Angeles 18% to 21%
Balance of Los Angeles County 16% to 17%

Bay Area Reqgion (Alameda, Contra Costa, San Francisco,
San Mateo, and Santa Clara Counties) 17% to 24%




Inland Region (Fresno, Imperial, Kern, Kings, Madera,
Merced, Riverside, San Bernardino, San Joaguin, Stanislaus,
and Tulare Counties) 12% to 17%

Northern Region (Butte, El Dorado, Marin, Napa, Placer,
Sacramento, Shasta, Solano, Sonoma, Sutter, Yuba, and
Yolo Counties) 8% to 10%

Reason: In order to ensure a reasonable geographic distribution of bonds remaining in the New
Construction Pool after allocations to set asides, the changes establish six regions encompassing
the counties of the state that are not exclusively rural. The proposal combines a number of the
regions from TCAC’s 9% tax credit program to ensure larger apportionments in these “super
regions” than would otherwise be the case if CDLAC were to use all TCAC’s 9% tax credit regions.
It is staff’s intent that the Committee will establish the percentage apportionments to each region
when it adopts the final regulations in December 2020. The Working Group convened at the
Treasurer’s request by the California Housing Consortium suggested apportionment ranges as
follows. The ranges reflect TCAC’s regional allocations with possible adjustments to reflect that
projects in higher-cost regions require additional bonds to meet the 50% test to access 4% tax
credits. The percentages in parentheses represent the unadjusted aggregation of regional
percentages from TCAC’s 9% tax credit program. Staff encourages comment on the most
appropriate regional apportionments.

Working Group Proposed Range Current TCAC %’s
Coastal 19-21% (21.1%)
City of Los Angeles 18-21% (17.6%)
Balance of Los Angeles County 16-17% (17.2%)
Bay Area 17-24% (17.1%)
Inland 12-17% (16.9%)
Northern 8-10% (10.1%)

Section 5033. Minimum Application Requirements. (a) Applications for an Allocation of the State
Ceiling may be submitted to the Committee at its offices in Sacramento, California. An Applicant must
submit all required information appropriate to the type of Bond for which the Applicant requests an
Allocation. The Applicant shall submit a complete Application and supplemental material for each project
or program for which the Applicant is requesting an Allocation. Only complete Applications bearing the
original signatures of an officer of the Applicant or designee and the Project Sponsor, if applicable, will
be accepted.

(b) Unless specifically exempted, the following items must accompany all Applications:

(1) Performance Deposit Certification and evidence of the performance deposit as provided in section
5050(a), except that for Qualified Residential Rental Projects, an Applicant shall provide the
certification and evidence within 20 calendar days following an award of an Allocation.

(2) A non-refundable first installment of the filing fee of $1,200 made payable to the California Debt
Limit Allocation Committee as provided in section 5054(a).

(3) Proof of the bond sale structure requirements pursuant to article 6 of this chapter, if applicable, (for
all Applications other than Applications relating to a Mortgage Credit Certificate Program pursuant to
chapter 3).

(4) An inducement or reimbursement resolution adopted by the governing body of the Applicant
approving the project or program to be Bond financed and authorizing a senior officer, or in the case
of a Student Loan Program, an officer of the sponsor of the Student Loan Program, to file the
Application with the Committee, pay any fees required by the Committee, and certify the posting of
the required performance deposit, unless excepted herein.

Reason: Applicants for private activity bonds are currently required to post a performance deposit
with their application. In a competitive environment where applicants are uncertain whether or
not they will receive an allocation, this practice results in the unnecessary use of predevelopment
capital for developers of QRRP’s while burdening both CDLAC staff and project issuers with
processing requirements. This change would amend the performance deposit requirements for
QRRP’s by moving the obligation to make the deposit until after an allocation is made, similar to
how TCAC treats deposits and allocation fees for low-income housing tax credits.

Section 5035. Preliminary Recommendations. &) At least twenty-five (25) calendar days prior to



any meeting at which the Committee will award Allocations, the Executive Director will post a preliminary
list of Applicants for which the Executive Director expects to recommend an Allocation (and the amount of

those AIIocationsi. Durin? competitive rounds,

1)

l

CDLAC wiill post
and all

on the Committee’s website as provided in section

reported self-scoring totals
5140.

Section 5050. Performance Deposit Requirements. (a) Applications for Qualified Private Activity
Bonds shall include evidence of a performance deposit equal to one-half of one percent (.5%) of the
Allocation requested, not to exceed $100,000 made payable to the Applicant, except that for Qualified
Residential Rental Projects, an Applicant shall provide the evidence of a performance deposit within 20
calendar days following an award of an Allocation. Such evidence may include, but is not limited to a
copy of a check, a letter of credit from a Commercial Bank with an A category or higher credit rating
naming CDLAC as the beneficiary, certified funds or in the case where the Application is for a Single
Family Housing Program, a copy of a general ledger statement evidencing that funds have been
reserved for this purpose, and a fully executed Performance Deposit Certification that certifies the
required deposit has been made and is being held by the Applicant on the behalf of the Committee.

(b) Applicants must maintain the performance deposit until a written release is received from the
Committee.

Reason: This is a conforming change to proposed amendments to Section 5033.

Section 5053. Withdrawn or Denied Applications. For Applicants that post the performance deposit
prior to award of an Allocation. ¥ if the Applicant withdraws an Application prior to consideration by the
Committee or if a Project fails to receive an award of Allocation, the performance deposit shall be
automatically refunded or released with and no written authorization from the Committee shall be
necessary.

Reason: This is a conforming change to proposed amendments to Section 5033.



Section 5153. Measurement of Distance. (a) Except as provided in (b)
wherever Whereverthese regulations contemplate an award of points based on a measurement of
distance, that distance shall be measured from the perimeter of the proposed Project to the perimeter
of the site amenity referenced. Applications shall include a detailed scaled-for-distance map from which
the Committee can document that the measurement criteria have been met.

(b) Wherever these regulations refer to CTCAC regulations, in the event of any conflict between these
regulations and the CTCAC reqgulations with respect to measurement of distance, the CTCAC
requlations shall prevail.

Reason: In order to maximize consistency between TCAC and CDLAC programs, many of the
point scoring categories proposed for revision in Section 5230 refer to TCAC scoring criteria and
standards. The change to this section clarifies that CDLAC would utilize TCAC standards for
measuring distance in those point categories that employ TCAC standards, particularly the site
amenity points within the proposed affirmatively furthering fair housing category. This change will
further ensure consistency in program implementation.

Section 5170. Definitions.

“Federaly-Assisted-At Risk Project” means a property that is at risk of conversion as defined by Revenue
and Taxation Code section 17058(c)(46) and by section 10325(g) of Title 4 of the California Code of
Regulations; or a property that otherwise meets all requirements of Revenue and Taxation Code section
17058(c)(46) and section 10325(g) of Title 4 of the California Code of Regulations, except that the-
federal assistance due to expire within five (5) calendar years of application to the Committee may
include a tax-exempt private activity Bond regulatory agreement.

“Bond and State Credit Allocation” means the Allocation plus any California State Tax Credits requested
from TCAC for an individual QRRP Project.

“Community Revitalization Area” means . a Distressed Community for which a comprehensive
Community Revitalization Plan has been adopted and efforts specific to the plan have occurred

“Gross Rent” means gross rent as defined by 26 U.S.C. 42(g)(2)(B). Utility allowances, as provided by
26 U.S.C. section 42(g9)(2)(B)(ii), will be included for purposes of this calculation. Projects that are—
Federathy-Assisted At Risk Projects or Projects that request low income housing tax credits are required
to use Gross Rents for the calculation of restricted rents.

“New Construction-Peel Project” — a QRRP projects applying for an allocation of tax-exempt private
activity bonds—whe that meets at t least one of the following: (1)-the-definition-of New-Censtructionin-
Seetion-5170_100% of its units constitute new units to the market, (2)-prejects—that involves the
demolition or rehabilitation of existing residential units that increase the unit count by (i) 25 or (ii

of the existing units, whichever is greater or (3) adaptive re-use of non-residential structure

“Person of Color/Woman-Owned Business Enterprise” or “PCWBE” means an entity which is at least 50%
owned by one or more Persons of Color or at least 50% controlled by a non-profit organization with a
Person of Color executive director or board membership that is at least 50% Persons of Color, oris a
Woman-Owned Business Enterprise as certified by the WOSB Federal Contracting Program. For
purposes of this paragraph, Person of Color means “a person who checked the Black or African
American, American Indian and Alaska Native, Asian, or Native Hawaiian and Other Pacific Islanders
race category or who answered yes to the Hispanic Origin question on the 2020 United States Census
or, if that data is not yet publicly available, the 2010 United States Census.”




“PCWBE Project” means a Qualified Residential Rental Project for which the sponsor entity is a PCWBE.

A PCWBE Project may be a New Construction Project, Rural project, Preservation Project, or Other
Rehabilitation Project. A PCWBE Project does not include a project for which the qualifying sponsor or

sponsor _entity is eligible to receive maximum General Partner Experience points pursuant to Section
10325(c)(1)(A) of the TCAC regulations

“Preservation-Reel Project” — a QRRP projects applying for an allocation of tax-exempt bonds that is not a
New Construction Project and meets at least one of the following: (1)-have has a pre-1999 HCD loan that
is being restructured pursuant to Section 50560 of the Health and Safety Code (AB 1699 projects) and
;-of (2) any replacement or
rehabilitation project approved by HUD pursuant to a Section 18 Demolition/Disposition
authorization; (3) an At-Risk j

; 4) any project being rehabilitated under the
HUD Rental Assistance Demonstration (RAD) Program, or (5), a project that meets all of the following:
(aA) the project (or projects, if more than one) is not currently encumbered with an existing CDLAC (via
bond issuer), CTCAC, or other affordability regulatory agreement, with the exception of a regulatory
agreement associated with a HUD Project-Based Section 8 or USDA Rental Assistance contract;-and (bB)
the project (or projects, if more than one) is subject to an existing project-based contract under Section
8 of the United States Housing Act of 1937 or any comparable rental assistance program that provides
rental assistance to at least 50% of the units; and (eC) the project shall be required to complete
rehabilitation work at a minimum of $60,000 in hard construction costs per unit, as defined in TCAC
Regulation Section 10302(u), subject to the provisions of IRC Section 42(e)(3)(A)(ii)(1).

“Other AfferdablePeslRehabilitation Project”: a QRRP Projects applying for an allocation of tax-exempt

private act|V|ty bonds from the General pool thatare is. not ellglble for treatment asa New Constructlon

Process, a rehabllltatlon or acquisition and rehabllltatlon prOJect must meet all of the following criteria:
1. Will complete at least $60,000 in hard construction costs per unit, as defined in TCAC Regulation
Section 10320(u); and,
2. At least 60% of hard construction costs shall be expended only on immediate health and safety
improvements, seismic and accessibility improvements and/or the replacement of major systems
with a remaining useful life of less than ten years, as evidenced by a Capital Needs Assessment.

“Qualified Project Period” shall mean the same as defined in 26 U.S.C. section 142(d)(2)(A) and
regulations promulgated thereunder, except that the minimum term shall be-36+ears_consistent with
Section 5192.

“TCAC/HCD Opportunity Area Map” shall have the same meaning as in Section 10302(vv) of the TCAC

reqgulations. An applicant may choose to utilize the census tract or census block group resource
designation, as applicable, from the TCAC/HCD Opportunity Maps in effect when the initial site control
was obtained up to seven calendar years prior to the application. Projects located in map areas
designated as “Missing / Insufficient Data” or similar designation shall be considered to be in the
resource area that most frequently surrounds the perimeter of the Project’s map area.

Reason: The changes make add, delete, and alter various definitions applicable to the QRRP Pool
as follows:

1. Define Cost-Adjusted Allocation for purposes of use in the scoring tie-breaker which accounts
for cost differences in various regions of the state. The definition also includes any state tax



credits that are part of the QRRP’s financing structure so that those resources are also
measured based on efficiency of use.

Update the At-Risk defined term to reflect that the cross-referenced statutes are no longer
limited to developments that have received federal assistance but also to developments that
have received specified state or local assistance. The change also corrects cross-references to
the state statute.

Define a PCWBE Project which is eligible for the PCWBE Pool.

Delete the definitions of High Quality Transit, Substantial Renovation Project, and VOC as
those terms would no longer be used in the scoring criteria of Section 5230.

Correct a drafting error in the New Construction Project definition that cross-referenced itself,
importing the correct language from prior regulations.

Clarify that Preservation Projects exclude New Construction Projects.

Rename Other Affordable Projects as Other Rehabilitation Projects to better reflect the types
of projects included in that pool, correct an inconsistency with the New Construction definition
in the current regulations, and apply the existing minimum rehabilitation standards only in
competitive CDLAC rounds. In other words, in an open round, projects could apply if they
meet the lesser rehabilitation standards of Section 5210.

Make a conforming change to the Qualified Project Period definition to reflect the proposed
changes in Section 5192 requiring 55 year regulatory terms for all QRRP projects (50 years for
projects on Native American lands).

Define TCAC/HCD Opportunity Area Map consistent with the TCAC regulations.
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Section 5180. Application Process. Applicants seeking an Allocation of the Qualified Residential
Rental Project Pool shall be considered in accordance with the provisions of chapter 1 and the

submission of a QRRP Application. If deficiencies in the application are identified by CDLAC staff,
the applicant will have
from staff-issued notification to cure the deficiencies. If, after the , the

deficiencies have not been corrected, as determined by CDLAC staff, the application will be deemed
incomplete.

Section 5190 (a), (h) and (i)

(a) Demonstrated site control. The Applicant shall provide evidence that the Project site is at the time of
Application submission within the control of the Applicant or Project Sponsor. A current preliminary or
final title report, or, for projects that will be located on Native American Trust Lands, a Land Title Status
Report from the Bureau of Indian Affairs or an attorney’s opinion regarding chain of title and current title
status, all of which shall be dated no more than ninety (90) days prior to Application deadline as




provided in section 5030, shall be submitted with all applications for the purposes of this requirement. A_
commitment for title insurance or a title insurance document are not acceptable substitutions for a
preliminary title report, final title report, or a title report.

(1)(A) The Applicant or Project Sponsor holds fee title as evidenced by the current (within 90 days prior
to the Application date) preliminary or final title report;

(h) Project Description. Applicant shall submit a narrative description of the proposed Project, labeled as
Attachment K. The description must contain, at a minimum, the following details: 1) the number of
acres of the site (include topography and special features), 2) a description of the surrounding
neighborhood, 3) the targeted population for the project (i.e., large families, seniors, etc.), 4) the
expected start and completion date of construction/rehabilitation, 5) physical features of the project (i.e.,
description of buildings, grounds, project amenities, etc.), 6) unit configuration, 7) unit amenities, 8)
scope of rehabilitation work, and 9) if applicable, a description of other unique features of the project.
10) The Application must include a checklist, Project Type and Characteristics, with the Applicant
checking as many items as are applicable to the proposed Project. (A)(i) The Project has an existing HAP
contract. Please attach existing contract as Attachment L, L-1, L-2, etc. (ii) The proposed Project is an
Federalhy-Assisted-At-Risk Project as defined in Section 5170 of the CDLAC Regulations.

(i) The proposed Project is a Low Income Housing Tax Credit Resyndication Project. (B) The proposed
Project is a Mixed Income Project as defined in Section 5000 of the CDLAC Regulations. (C) The proposed
Project is a Rural Project as defined in Section 5000 of the CDLAC Regulations. DO NOT CHECK if item
(B), above, has been checked. (D) The proposed Project is an-Aeguisiticn-&—Rehabilitation Preservation
Project. (E) The proposed Project is a New Construction Project-er-Adaptive-Reuse as defined in Section
5170 of the CDLAC Regulations. DO NOT CHECK if item (C), above, has been checked. (F) The proposed
Project is a single room occupancy (SRO) rental project. (G) The proposed Project is a senior citizens
rental project. (H) The proposed Project is an assisted living rental project. (1) The proposed Project is a
special needs —housing rental project._(J) The proposed Project is eligible for the Homeless Set Aside.
(K) The proposed Project is eligible for the Extremely Low/Very Low Income Set Aside. (L) The
proposed Project is a PCWBE Project

(i) Detailed Unit Affordability Information. (1) The application will include the Federal Bond-Election of
20% at 50% Area Median Income, or 40% at 60% Area Median Income. (2) For-federaly-assisted aAt-
fRisk projects and 4% low income housing tax credit projects, this shall mean that the Project units
must have Gross Rents that are restricted to households whose incomes must be 50% or less of the
AMI; or Gross Rents that are restricted to households whose incomes must be 60% or less of the AMI.
Applications not meeting this minimum requirement will be deemed incomplete. (3) The Application will
include tables with the following information on the Restricted Rental Units: Number of
Bedrooms/Number of Bathrooms, Unit Size in square feet, number of units in subtotals and total, total
square feet per unit type in subtotals and total, proposed monthly tenant-paid rent per unit (excluding
utilities), proposed monthly rental subsidy per unit, proposed monthly income per unit, monthly utility
allowance, monthly gross rent, percent of Area Median Income based on monthly gross rent, and
annualized total rental income. The Application will include another table, Market Rate Units, including
number of bedrooms, unit square feet in subtotal and total, number of units, proposed monthly
tenant-paid rent per unit (excluding utilities), total proposed tenant paid rent and annualized total rental
income. Application will include a table, “Managers’ Units” Restricted or Market Rate. The table will
include columns for number of bedrooms, unit square feet in subtotal and total, number of units,
proposed monthly manager-paid rent per unit, total proposed monthly manager-paid rent and annualized
total rental income. Application will include a table with total number of units (excluding manager units),
total number of restricted units, percent of total restricted units, number of units at or below 50% AMI,
percent of units at or below 50% AMI, number of units above 50% to 60% AMI, percent of units above
50% to 60% AMI, number of restricted rental units with 3 or more bedrooms, and percent of restricted
rental units with 3 or more bedrooms.

Applicants shall provide a breakdown of Project unit types, size, number of units, proposed tenant- paid
rent, monthly utility allowances (if any), subsidies (if any) and unit percentage of Area Median Income
(AMI) level based on monthly Gross Rent.

Reason: Clarification of acceptable title documents. The changes to these sections reflect the
updated terms of At Risk Projects and Preservation Projects and require that applicants
additionally state their eligibility for the PCWBE Pool and the Homeless and ELI/VLI Set Asides.

Section 5191. Income and Rent Restrictions. All Qualified Residential Rental Projects must meet
the following minimum income and rent restrictions, which will be included in the Committee



Resolution.

(a) Minimum Income Restrictions. A minimum of ten percent (10%) of the units in a

Qualified Residential Rental Project must have Gross Rents that are restricted to households with
incomes no greater than fifty percent (50%) of the AMI. The rent restricted units that meet this
requirement, with the exception of Mixed Income-Pes! Projects, acquisition rehabilitation projects
already subject to a Residential Rental Regulatory Agreement or a federal, state, or local operating or
rental assistance agreement, and units located on the upper level floors of high-rise developments, shall
be generally distributed in terms of location and number of bedrooms throughout the Project. All
projects shall offer a range of sizes and number of bedrooms comparable to those units that are
available to other tenants.

(b) Minimum Rent Restrictions. Except for projects subject to an existing Residential Rental Regulatory
Agreement that propose tenant paid rents and income targeting not exceeding one hundred-five percent
(105%) of the current rents and targeting and operate with a vacancy rate of no more than five percent
(5%), for single room occupancy and special needs housing a vacancy rate of no more than ten percent
(10%) as demonstrated by a market study completed pursuant to 26 U.S.C. Section 42(m)(1)(A)(iii); the
proposed tenant paid rents for each Restricted Rental Unit type (defined by bedroom count) in the
proposed development shall be at least ten percent (10%) below the weighted average rent for
comparable market rate units and each Restricted Rental Unit's value ratio (dollars per square foot) shall
be at or below the weighted average unit value ratio for comparable market rate units as demonstrated in
a Rent Comparability Matrix meeting the requirements of article 4 of this chapter.

(c) Utility Allowance Evidence. All Projects shall be subject to the use of Gross Rent as defined by Section
5170 and shall provide evidence in one of the following forms:

(1) A letter from the local public housing authority that includes a current utility allowance schedule,
certifies that the proposed Project is located within its jurisdiction and itemizes which components of the
utility allowance schedule applies to the Project. Projects that are subject to a Department of Housing
and Urban Development (HUD) Section 8 Housing Assistance Payments Program do not require a
housing authority certification and may rely solely on the utility allowance included in a HUD rent
schedule provided the schedule specifically identifies the name of the Project.

(2) If a Project is to be substantially retrofitted for energy conservation or will be newly constructed with
substantial energy conservation, the Applicant may submit revised utility allowances based on the
projected reduction in utility costs after construction or retrofit. The revised utility allowances shall be
validated by either of the following:

(A) A letter from the public utility or housing authority having jurisdiction over the Project that
validates the revised utility allowances based on the proposed use of energy conservation materials, or

(B) A current utility allowance estimate consistent with 26 CFR section 1.42-10 (4-1-17), which is
hereby incorporated by reference. The Applicant must indicate which components of the utility
allowance schedule apply to the Project. For buildings that are using an energy consumption model
utility allowance estimate, the estimate shall be calculated using the most recent version of the
California Utility Allowance Calculator (CUAC) developed by the California Energy Commission; and in
accordance with the California Tax Credit Allocation Committee’s minimum requirements for utility
allowance estimates, Title 4, Division 17, Chapter 1, Section 10322(h)(21).

Reason: The changes to these sections 1) reflect that Mixed Income Projects are proposed to
compete in a New Construction Pool Set Aside, as opposed to a QRRP Pool, and 2) require all
QRRP projects to use Gross Rents as a threshold criterion. Currently, use of Gross Rents is a
scoring category, which is now proposed for elimination in Section 5230.

Section 5192. Minimum Term of Restrictions. (a) Income and rent restrictions as identified in the
Committee Resolution for the total number of units must be maintained for the Qualified Project Period.—
i > Except as provided in subdivision (b), the Qualified
Project Period shall be fifty-five (55) years following the date on which fifty percent (50%) occupancy is achieved
or otherwise commencement of the Qualified Project Period. Projects located on Native American Lands shall
have a term of restriction of 50 vears from the DroDertv lease effective date. is%hat—peﬁed-wmaq—begms—eﬂ—




(b) a-If a Project is
intended for eventual tenant homeownershlp +n—whrehfase the applicant shall provnde ewdence ofa
financially feasible program—mustbesubmitted in the Application. The program shall include, but is not
limited to, an exit strategy, home ownership counseling, funds to be set aside to assist tenants in the
purchase of units, no involuntary relocation of tenants, and a plan for conversion of the facility to home
ownership no sooner than the end of the initial 15-year Qualified Project Period as required by 26 U.S.C.
section 142(d)(2)(A). In such a case, the regulatory agreement shall contain provisions for the
enforcement of such covenants.

Reason: The proposed changes require 55-year affordability, known as a 55-year Qualified Project
Period, for all QRRP projects in both open and competitive CDLAC rounds. Currently, a 55-year
term is only required in open rounds. In competitive rounds, the minimum affordability term is 30
years, and applicants receive points for agreeing to 55-year affordability. This point category is
now proposed for elimination in Section 5230. A 55-year affordability term is the standard across
most state multifamily rental housing finance programs.

Section 5205. Minimum Requirements.

(a) Applicants shall provide a certification that the-feHewirg minimum specifications pursuant to
Section 10325(f)(7)h of the CTCAC Regulations will be incorporated into the project design for

aII new constructlon and rehabllltatlon pro;ects iFhe—requwemeﬁts—ef—subseeﬂeﬁs—(—z—)—threugh—(Q)ﬁf—



http://www.water.ca.gov/wateruseefficiency/landscapeordinance

Reason: The change aligns these regulations with the proposed requirements in the CTCAC
Regulations related to energy efficiency and minimum construction standards.

Section 5210(b)

(b) Federally-Assisted-At Risk Projects that receive only an award of Bond authority and do not receive
low income housing tax credits, must spend the minimum amount required by 26 U.S.C. section
147(d)(2).

Reason: The change reflects the updated term of At Risk Projects.

Section 5220(c)(2)

(c) For projects receiving allocation after December 31, 2016, The Bond Regulatory Agreement will:



(1) Incorporate the CDLAC resolution by reference and as an attachment;

(2) Have a term consistent with the income and rental restrictions established in the

Resolution. The Bond Regulatory Agreement shall terminate in
preeess 55 years %

Competitive- ApphicationProcess306-yrears; from the date 50% occupancy is achieved or the

commencement of the CDLAC Qualified project period, whichever date is earlier;

Reason: The change to this section describing required contents of the bond regulatory agreement
reflects the proposal in Section 5192 to require 55-year affordability for all QRRP Projects.

5230. Evaluation Criteria.



















(a) The following criteria will be used to evaluate and rank all Qualified Residential Rental Project
applications. Each of the items in this section shall be memorialized in the Committee Resolution.

oints maximum). Preservation and

(b) Preservation and Other Rehabilitation Project Priorities
Other Rehabilitation Projects

meeting the following criteria

shall receive points in the highest scoring category only:

(1) An At Risk Project, or a project in which lower-income rent and income restrictions on at least 50
percent of the total units pursuant to a requlatory agreement with a public entity will terminate or be
eligible for termination within five years of application with no other rent and income restrictions
remainin

shall receive points.
(2) A project that meets at least one of the following shall receive - points:
(A) A replacement or rehabilitation project approved by HUD pursuant to a Section 18 or Section 22
Demolition/Disposition authorization:

(B) A project being rehabilitated under the HUD Rental Assistance Demonstration (RAD) Program; or

(C) A project with a pre-2000 HCD loan that is being restructured pursuant to Section 50560 of the
Health and Safety Code (AB 1699) %

(3) A project that receives governmental assistance on at least 50 percent of the units pursuant to any of
the following and that has not previously received an allocation of Low-Income Housing Tax Credits shall
receive - points:
(A) Project-Based Section 8 or Rent Supplement,
(B) USDA Rent Supplement,
(C) Section 236 Financing,
(D) Section 221(d)(3) Financing,
(E) USDA 514 or 515 Financing, or
F) Department of Housing and Community Development Financin AB 1699

projects

(c) New Construction Density and Local Incentives (10 points maximum). A New Construction Project
that meets any of the following shall receive 10 points:

(1) The local jurisdiction has approved the project pursuant to Section 65913.4 of the Government Code,
at a density greater than that allowed by the site’s zoning through the use of a density bonus allowed by
Government Code Section 65915 or a local ordinance, or with concessions and/or waivers granted
pursuant to Government Code Section 65915;

(2) The project is being developed at a per net acre density that meets one of the following criteria:
(A) 100 bedrooms per net acre in a metropolitan county;

(B) 60 bedrooms per net acre in a suburban jurisdiction;

(C) 40 bedrooms per net acre in all other areas.

For the purposes of this paragraph, “net acre” is defined as the acreage within the parcel boundaries
after subtracting any area affected by the dedication of public right-of-way, the presence of restrictive
easements, and non-buildable areas. “Metropolitan county” and “suburban jurisdiction” shall have the




same meaning as in Section 65583.2 of the Government Code. Projects with land-use approvals
obtained prior to January 1, 2022 shall earn full points in this category.

(3) The project is located in a city or unincorporated portion of a county for which HCD has designated
the city or county, respectively, as pro-housing pursuant Section 65589.9(c) of the Government Code.

(d) Exceeding Minimum Income Restrictions (20 points maximum). A project shall receive points in either
of the following manners:

(1) 2 points for each full percent that the average affordability of tax credit units is less than 60% of area
median income subject to the Gross Rent definition; or

(2) 20 points if the average affordability of tax credit units is less than or equal to 60% of area median
income, provided that at least 10% of tax credit units are restricted at 30% of area median income and
an additional 10% of tax credits units are restricted at 50% of area median income, subject to the Gross
Rent definition.

(e) Exceeding Minimum Rent Restrictions (10 points maximum). A project shall receive one point for
each full percent that the average affordability of tax credit units is more than ten percent (10%) below
the average adjusted rental rates of comparable units as demonstrated by each applicable Rent
Comparability Matrix. This percentage shall be calculated separately for units of each bedroom count,
and the score shall be based solely on the lowest percentage difference from the average adjusted rental
rates of comparable units.

(f) General Partner and Management Company Experience (10 points maximum).

(1) A project shall receive general partner experience points in one of the following manners:

(A) The number of general partner experience points for which it is eligible pursuant to Section
10325(c)(1)(A) of the TCAC reqgulations.

(B) 7 points if the project is a joint venture between an entity which receives maximum general
experience points pursuant to Section 10325(c)(1)(A) of the TCAC requlations and a PCWBE, provided
that the partnership agreement (i) allocates a share of the developer fee, cash flow, and net sale
proceeds to the PCWBE that is equal to or greater than the share to the entity with maximum general
experience points and (ii) provides the PCWBE Developer an option to purchase the development.

(C) 7 points if the sole sponsor is a PCWBE that (i) is a general partner in at least one Low-Income
Housing Tax Credit development that has received a certificate of occupancy, or if a rehabilitation
project, completed rehabilitation, within five years of the date of application, (ii) submits the certification
from a third party certified public accountant referred to in Section 10325(c)(1)(A)(i) of the TCAC
requlations for that development, (iii) demonstrates to the satisfaction of the%
ﬁ adequate in-house or contracted knowledge, skills, experience, and financial capacity
to successfully develop, own and operate the proposed project, and (iv) completes training as prescribed
by TCAC prior to a project’s placing in service.

(2) A project shall receive management company experience points in one of the following manners:
(A) The number of management company points for which it is eligible pursuant to Section
10325(c)(1)(B) of the TCAC requlations.

(B) 3 points if the management company will be the PCWBE for which the project receives general
partner experience points pursuant to paragraph (1)(C).

(9) Housing Types (10 points maximum). A NeWICONStrUctionIProject-Brejeet that meets any of the

following criteria shall receive 10 points:

(1) The project meets the criteria for any of the housing types described in Section 10325 of the TCAC

requlations. Points will be awarded only in one housing t

(2) The project meets the requirements of subdivision (c¢) of this section or is a New Construction Project
that obtained all land use approvals prior to January 1, 2022.

(h) Leveraged Soft Resources (8 points maximum). A project shall receive 1 point for each full percent
that leveraged soft resources defraying residential costs represent as a percentage of total residential

roject development costs, except that a New Construction Project that receives points as a Large
Farmilyd Bi Spesial Needs—or SRS project pursuant to Hhe CONANIONS SpeGifiediin Secrion SIS0k




_ and is located in a High or Highest Resource Area as specified on the TCAC/HCD

Opportunity Area Map shall receive 2 points for each full percent of leveraged soft resources. For
purposes of this subdivision, leveraged soft resources shall have the same meaning as in Section
10325(c)(9) of the TCAC requlations.

(i) Readiness to Proceed (10 points maximum). A project shall receive the number of points for which it
is eligible pursuant to Section 10325(c)(7) of the TCAC regulations, except that the applicant shall

commit to commence construction within 180 days of the bond allocation. Projects that receive the
maximum number of points pursuant to this subdivision shall submit: within that time period

Failure to meet the 180-day due date shall

result in rescission of the bond allocation or negative points.

(i) Affirmatively Furthering Fair Housing (20 points maximum).

(1) A project shall receive points in only one of the following manners:
(A) 20 points if the project receives points as a Large Family project
Section 5230

. is located in a High or Highest Resource Area as
specified on the TCAC/HCD Opportunity Area Map, and at least 10% of tax credit units shall be restricted
at 30% of area median income and an additional 10% of tax credits units shall be restricted at 50% of
area median income

(B) 9 points if the project receives points as a Large Family project pursuant to Section 5230(Q). is
located in a Moderate (Rapidly Changing) or Moderate Resource Area as specified on the TCAC/HCD
Opportunity Area Map, and at least 10% of tax credit units shall be restricted at 30% of area median
income and an additional 10% of tax credits units shall be restricted at 50% of area median income. In
addition, the project shall receive up to 10 site amenity points for which it is eligible pursuant to Section
10325(c)(4)(A) of the TCAC requlations.

(C) 9 points if the project receives points as a Large Family project pursuant to Section 5230(Q), is
located in a Low Resource or High Segregation and Poverty Area as specified on the TCAC/HCD
Opportunity Area Map, has income

(i) the sponsor is a PCWBE that
has maintained a headquarters or office within five miles of the project for a period of five years prior to

located within a Community Revitalization Area

In addition, the project shall receive up to 10 site
amenity points for which it is eligible pursuant to Section 10325(c)(4)(A) of the TCAC reqgulations.
(D) 9 points if the project does not receive points as a Large Family project pursuant to Section 5230(q)
and receives the maximum points for exceeding minimum income restrictions pursuant to subdivision
(d). In addition, the project shall receive up to 10 site amenity points for which it is eligible pursuant to
Section 10325(c)(4)(A) of the TCAC regulations.

(2) For purposes of subparagraphs (A) to (C), a project located in a resource area designated on the




TCAC/HCD Opportunity Area Map as "Missing/Insufficient Data" shall be considered to have the
designation of the adjacent resource area that shares the longest common boundary with the resource
area in which the project is located.

(k) Service Amenities (10 points maximum). A project shall receive the number of points for which it is
eligible pursuant to Section 10325(c)(4)(B) of the TCAC regulation

() Cost Containment (12 points maximum). A project shall receive 1 point for each full percent that the
project’s eligible basis is less than the project’s CDLAC adjusted threshold basis limit, except that a New
Construction Project that receives points as a Large Famil Special Need§_ project pursuant to
Section ) and is located in a High or Highest Resource
Area as specified on the TCAC/HCD Opportunity Area Map shall receive 2 points for each full percent that
the project’s eligible basis is less than the project’s CDLAC adjusted threshold basis limit. For purposes of
this subdivision, a project’s CDLAC adjusted threshold basis limit shall be the project’s threshold basis
limit as determined pursuant to Section 10327(c)(5) of the TCAC requlations, except that the increase for
deeper targeting pursuant to Section 10327(c)(5)(C) of the TCAC regulations shall be limited to 80%.

(m) Negative Points (no maximum).

(1) The Committee - deduct points for an Application involving a Project Sponsor that has been or
is a Related Party to a Project Sponsor (i.e. in the ownership structure) for which an Allocation has been
awarded as follows:

(A) Ten (10) points - be deducted for each failure to fully utilize the leveraged soft resources for
which points were awarded in connection with the prior Allocation, unless it can be demonstrated that
the failure was unforeseen and entirely outside of the Project Sponsor’s control or the amount not utilized
s ot material ﬁ
_. This deduction be assessed against the Project Sponsor for a period of two
(2) calendar years (10 points each year) from the date on which the prior Allocation was awarded.

(B) Ten (10) points ﬁ be deducted for each failure to issue Bonds that results in the full amount of
the Allocation reverting back to the Committee, unless it can be demonstrated that the failure was
unforeseen and entirely outside of the Project Sponsor’s control. This deduction - be assessed
against the Project Sponsor for a period of two (2) succeeding years (10 points each year)
following the year Allocation was awarded.

(C) Ten (10) points - be deducted for each failure to spend the proceeds of Bonds issued pursuant
to an Allocation in full, or in accordance with the terms and conditions of the Committee Resolution,

unless it can be demonstrated that the failure was unforeseen and entirely outside of the Project
Sporar comrol, he Smount ot spen s not materi br is conslstent with the requlrerents of Saztian]

. or the deviation from the terms and conditions of the Committee Resolution is not material.
This deduction - be assessed against the Project Sponsor for a period of - three (3) calendar
years (10 points each year) from the date of determination of failure to spend proceeds.
(D) Ten (10) points ﬁ be deducted for failure to comply with any provision of the Committee
Resolution, unless it can be demonstrated that the failure was unforeseen and entirely outside of the
Project Sponsor’s control. This deduction {illmay be assessed for a period of HPH8 three (3) calendar
years (10 points each year) from the date of determination of non-compliance with the Committee
Resolution.

(2) Where TCAC has determined an Application for tax credits involving a Project Sponsor that has been
or is a Related Party to a Project Sponsor who is subject to negative points under its regulations, CDLAC
will deduct an equal amount of points for an equal period of time from tax exempt bond applications
involving the Project Sponsor or a Related Party to the Project Sponsor.

(3) Where TCAC has determined an Applicant for tax credits involving a Project Sponsor that has been a
Related Party to a Project sponsor who is subject to any type of determination of ineligibility, CDLAC will
recognize the length of ineligibility and apply it to the tax exempt bond applications involving the Project
Sponsor or Related Party to the Project Sponsor.

(4) Multiple or repeated failures of paragraph (1) may result in the Committee finding Applications
involving the Project Sponsor ineligible for consideration of an Allocation.

Reason: The proposed changes wholly replace the current QRRP scoring categories. The following
categories of the current scoring are eliminated: 1) use of gross rents (this is proposed in Section
5191 to become a threshold); 2) exceeding the minimum term of restrictions (proposed changes
in Section 5192 would require a 55-year affordability term for all QRRP Projects in both open and



competitive rounds); 3) community revitalization area criteria; 4) sustainable methods; 5) new
construction and substantial rehabilitation projects; and 6) foregone eligible developer fee.
Wholly new scoring categories include 1) density and local incentives for new construction
projects; 2) general partner and management company experience; 3) readiness to proceed;

4) affirmatively furthering fair housing; and 5) cost containment. In addition, the changes alter
the criteria of various other existing point categories. The new point scoring system would be as
follows:

Preservation and Other Rehabilitation Project Priorities (10 points maximum). This point category
seeks to prioritize among rehabilitation projects by offering projects in the Preservation or Other
Rehabilitation Pools the following points:

e 10 points for a project meeting the At Risk definition or for a project outside of the At Risk
definition in which lower-income rent and income restrictions on at least 50 percent of the
total units pursuant to a regulatory agreement with a public entity will terminate or be eligible
for termination within five years of application with no other rent and income restrictions
remaining. Adding the latter type of project is intended to prioritize all projects eligible to
convert to market rate within five years, even if not currently cited in the TCAC statutes which
the At Risk definition cross-references.

e 7 points for a project being rehabilitated under HUD Section 18 or 22, RAD, or AB 1699 for a
pre-2000 HCD loan.

e 3 points for a project that has never before received low-income housing tax credits and in
which at least 50% of the units are assisted by specified federal or HCD programs.

New Construction Density and Local Incentives (10 points maximum). This new scoring category
seeks to encourage local governments to support affordable housing through density bonuses,
streamlined reviews, and being prohousing in general. Projects meeting the New Construction
definition may receive 10 points for any of the following:

e Receiving SB 35 streamlined approval

e Obtaining a density bonus, concessions, or waivers pursuant to state Density Bonus Law or
(for the density bonus only) a local ordinance.

e Developing the project at a net density of 100 bedrooms per net acre in a metropolitan
county; 60 bedrooms per net acre in a suburban jurisdiction; or 40 bedrooms per net acre in
all other areas, as those terms are defined. Projects that obtained land-use approvals prior to
January 1, 2022 are grandfathered in and receive full points.

e Location in a city or unincorporated area of a county that HCD has identified as “prohousing.”

Exceeding Minimum Income Restrictions (20 points maximum). All projects may receive points for

income targeting as follows:

e 2 points for each full percent that the average affordability of tax credit units is less than 60%
AMI; or

e 20 points if the average affordability of tax credit units is less than or equal to 60% AMI,
provided that at least 10% of tax credit units are restricted at 30% AMI and an additional
10% of tax credits units are restricted at 50% AMI.

Exceeding Minimum Rent Restrictions (10 points maximum). All projects may receive up to 10
points for each full 1% that the project’s average rental rates are more than 10% below the
average adjusted rental rates of comparable market-rate units.

General Partner and Management Company Experience (10 points maximum). This new scoring
category seeks to enhance project completion, compliance, and permanent affordability by
rewarding developer and manager experience while also promoting the ability of PCWBE’s to gain
experience. All projects may receive up to 7 points for general partner experience as follows:

e According to the TCAC 9% general partner scoring criteria plus one point.

e 7 points if an entity receiving maximum TCAC 9% general partner experience points joint
ventures with a PCWBE, provided that economics are evenly split between the general
partners and the PCWBE Developer has an option to purchase the development.

e 7 points if the sole sponsor is a PCWBE that has developed one tax credit project in the last
five years that remains financially sound, demonstrates to the Executive Director’s satisfaction
adequate experience and financial capacity, and completes TCAC training.

In addition, all projects may receive up to 3 points for management company experience as

follows:

e According to the TCAC 9% management company experience criteria.

e 3 points if the management company will be the PCWBE for which the project receives general
partner experience points.




Housing Types (10 points maximum). All projects may receive 10 points for proposing one of the

following housing types:

e A housing type eligible for points under the TCAC 9% Housing Type point category (i.e., Large
Family, Special Needs, SRO, At-Risk, or Senior)

e A project that receives full points under the New Construction Density and Local Incentives
above.

Leveraged Soft Resources (8 points maximum). In order to align the allocation of bonds with the
funding decisions of other state and local public entities and to reward soft funding commitments
from unrelated third parties, all projects may receive 1 point for each full percent that leveraged
soft resources defraying residential costs represent as a percentage of total residential project
development costs, using the TCAC 9% tiebreaker definition of leveraged soft resources, which is
concurrently being amended to include recycled private activity bonds. To further incentivize
higher resource area projects and recognize that high resource jurisdictions may devote fewer
resources to affordable housing, a Large Family, Special Needs, or SRO project located in a High
or Highest Resource Area receives two points for every full percent of leveraged soft resources.
Finally, a project may earn all 8 points in this category by exceeding the cost containment metrics
by an additional 8%, or in the case of eligible projects in Highest or High Resource Areas, by an
additional 4%.

Readiness to Proceed (10 points maximum). In order to reward developments that are shovel-
ready, all projects may receive up to 10 points according to the TCAC 9% readiness category
point criteria (i.e., 5 points for enforceable financing commitments for all construction financing
and 5 points for having obtained all local land use approvals). Applicants who receive full points
in this category obligate themselves to commence construction with 180 days of the bond
allocation subject to rescission of the allocation or negative points. Please note that Section
5190(b) of the CDLAC regulations continues to require local land use approvals as a threshold,
such that all projects will score at least 5 points in this category.

Affirmatively Furthering Fair Housing (20 points maximum). This point category combines TCAC
9% tax credit site amenity scoring with incentives for the development of Large Family projects in
higher resource areas and for achieving a broad range of incomes and other policy goals in Large
Family projects in lower resource areas. All projects may receive up to 20 points as follows:

e 20 points for a Large Family project located in a High or Highest Resource Area with at least
10% of tax credit units restricted at 30% AMI and an additional 10% of tax credits units
restricted at 50% AMI. TCAC site amenity points are not relevant.

e 9 points for a Large Family project located in a Moderate (Rapidly Changing) or Moderate
Resource Area with at least 10% of tax credit units restricted at 30% AMI and an additional
10% of tax credits units restricted at 50% AMI. In addition, the project may receive up to 10
TCAC site amenity points.

e 9 points for a Large Family project located in a Low Resource or High Segregation and Poverty
Area, if the project 1) has an average AMI of at least 55%, and 2) either the sponsor is a local
Black-led Organization or the project is located within a Community Revitalization Area. In
addition, the project may receive up to 10 TCAC site amenity points.

e 9 points for any non-Large Family housing type if the project achieves maximum points in the
Exceeding Minimum Income Restrictions category above. In addition, the project may receive
up to 10 TCAC site amenity points.

Service Amenities (10 points maximum). In order to incentivize appropriate resident services, all
projects may receive up to 10 points for providing services consistent with the TCAC 9% service
amenity scoring criteria.

Cost Containment (12 points maximum). In order to incentivize cost reductions where possible
and stretch scarce bond allocations, all projects may receive up to 12 points for achieving cost
efficiencies with respect to regional and project-specific benchmarks. To further incentivize higher
resource area projects and recognize that such projects are likely to have higher costs, a Large
Family, Special Needs, or SRO project located in a High or Highest Resource Area may receive up
to 12 points for achieving cost efficiencies that are 50% of the regional and project-specific
benchmarks. CDLAC would calculate cost efficiency by comparing a project’s eligible basis to its
TCAC threshold basis limit with the following modifications:

e The threshold basis limit increase for structured parking is increased to from 7% to 10%, but
to receive the increase at all the structured parking must occupy an area equal to at least
80% of the area of the residential buildings.

e The threshold basis limit increase for deeper targeting is limited to 80%.




Projects utilizing Type | and Type |1l construction receive an additional threshold basis limit
increase of 15% and 10%, respectively.

Negative Points (no maximum). This scoring category is retained from the current regulations
without change.




Section 5231. Ranking. After all of Applications for Qualified Residential Rental Projects are evaluated
pursuant to section 5230, the Applications will be ranked and may be awarded an Allocation as follows:
(a) Applications for Mixed-Hnreeme-Rural Projects will be ranked amongst themselves, and separately from

Applications for all other Qualified Residential Rental Projects. Applications for-Mixed-treerme Rural
Projects awarded the greatest number of points h
h shall be awarded an Allocation from the-Mixed-laeeme Rural Project Pool. Applications for-
Mixed-lreeme Rural Projects not receiving an Allocation will not be eligible for consideration for an
Allocation under subdivisions (b),-er (c) or (e) of this section.

(b) Applications forRural Preservation Projects will be ranked amongst themselves, and separately from

Applications for all other Qualified Residential Rental Projects. Applications for-Rural Preservation Projects
awarded the greatest number of points EENESBNGTHISEBIEaKER PUSIAREBISEEoNE2SI() A

shall be awarded an Allocation from the-Rural-Preject Preservation Pool. Applications for-Rural
Preservation Projects not receiving an Allocation pursuant to this subdivision-are will not be eligible for
consideration for an Allocation under subdivision (a), (c) or (e) of this section.
(c) Applications for Other Rehabilitation Projects will be ranked amongst themselves, and separately
from Applications for all other Qualified Residential Rental Projects. Applications for Other Rehabilitation
Projects awarded the greatest number of points %
ﬁ shall be awarded an Allocation from the Other Rehabilitation Pool. Applications for Other
Rehabilitation Projects not receiving an Allocation pursuant to this subdivision will not be eligible for

consideration for an Allocation under subdivisions (a), (b) or (e) of this section.
(d) Applications for PCWBE Projects will be ranked amongst themselves, and separately from

Applications for all other Qualified Residential Rental Projects. Applications for PCWBE Projects awarded
the greatest number of points ENENEEAAGINTHE S eSS ST ERERHIEHE <! »-
awarded an Allocation from the PCWBE Pool. Applications for PCWBE Projects not receiving an
Allocation pursuant to this subdivision shall be eligible for consideration for an Allocation under
subdivisions (a), (b), (c), and (e) of this section.

(e) Applications for Qualified ReS|dent|aI Rental PI‘OjeCtS that are ﬁet—M1*ed—H=reeme—New Constructlon
PrOJects exclusive of Rural Pr0|ects

will then be ranked together. Applications receiving the greatest number of
points shall be awarded an Allocation

from the-Quatified-Residential-Rentat-RProjeet New Construction Pool_in the following manner-
(1)(A) Set Aside application selection. Except as provided in (B), beginning with the top-ranked

application from the Homeless Set Aside, followed by the Extremely Low/Very Low Income Set Aside, and
the Mixed Income Set Aside, the highest scoring applications shall be awarded an Allocation.

A project that meets the criteria of both the Homeless Set Aside and the Extremely
Low/Very Low Income Set Aside shall be eligible for an allocation from either Set Aside. All New
Construction Projects, exclusive of Rural Projects, that do not receive an allocation from a Set Aside shall
be eligible for an allocation from their respective geographic region pursuant to paragraph (2).
(B) For purposes of the Homeless Set Aside only, applications for projects in which 100% of the tax
credit units are designated for homeless households as defined in Section 10315(b)(1) of the TCAC
regulations at affordable rents consistent with Section 10325(g)(3) of the TCAC regulations shall be
awarded an Allocation prior to any other application eligible for the Set Aside provided that such projects
earn at least 95% (rounded down to the nearest whole number) of the maximum available points
pursuant to Section 5230.
(2) Geographic region application selection. Bonds available in the New Construction Pool that are not
reserved to a Set Aside shall be allocated to the highest ranking applications according to the geographic
allocation described in Section 5022.

Projects receiving an allocation in the Rural, Preservation, Other
Rehabilitation, or PCWBE Pools or in the Homeless, Extremely Low/Very Low Income, and Mixed Income

Set Asides shall not be counted towards the geographic apportionments.

(3) In the final allocation round of the year, any bonds remaining in any QRRP pool, Set Aside or
geographic region shall be allocated to the highest ranking New Construction Project or Projects,
exclusive of Rural Projects. Any such amounts shall not be added to the respective QRRP pool, Set Aside,
or geographic region in the following year, BE8NOK shall any allocations pursuant to this paragraph be
subtracted from the geographic allocations in the following year.




(4) At the last allocation meeting of the year, the Committee shall establish a waiting list of new
Construction Projects, exclusive of Rural Projects, that have not received an allocation in the final
allocation round, ordered from highest to lowest ranking. In the event that allocations are returned after

the final allocation meeting and prior to the end of the calendar year, the Executive Director may allocate
bonds to projects on the waiting list in order.

(g)_If two or more Applications are awarded the same total number of points, these Applications will be

ranked accordlng to the Iowest amount of+eques{ed—AHeeaﬂeFrpeH¥es%Heted—Re%al—Un+t—€AHeeaﬂeﬁ
its)_cost-adjusted Bond and State Credit

AIIocatlon per bedroom adlusted unlts

(1) The cost-adjusted Bond and State Credit Allocation shall be calculated by subtracting the product of
the unadjusted Bond and State Credit Allocation request and the sum of the statewide basis delta for the
county in which the project is located and the higher resource area bonus from the unadjusted Bond and
State Credit Allocation request. Thirty days prior to the first application deadline of each calendar year,
the Committee shall publish the statewide basis delta for each county, which shall represent the
percentage difference between the two-bedroom 4% tax credit threshold basis limit for the county and
the lowest two-bedroom 4% tax credit threshold basis limit for any county in the state as those limits are
determined by TCAC pursuant to Section 10302(rr) of the TCAC regulations, except that the percentage
difference shall not exceed 30%. A New Construction Project that receives points as a Large Famil i
Special Needs_ project pursuant to Section and_
is located in a High or Highest Resource Area as specified on the TCAC/HCD Opportunity Area Map shall
receive a higher resource area bonus equal to 20%.

(2) To calculate a project’s per bedroom adjusted units, the Committee shall first multiply the number of
units of each bedroom count by the adjustment factor for units of that bedroom count. A project’s per
bedroom adjusted units shall be the sum of each of these products. The adjustment factors shall be:

(A) .9 for a studio unit.

(B) 1 for a 1-bedroom unit.
(C) 1.25 for a 2-bedroom unit.
D) 1.5 for a 3-bedroom unit

E) 1.75 for a 4-bedroom

(3) For Allocations made in 2022 and beyond, the provisions in this Section (f) shall be amended to a
formula which will measure the total amount of State of California investment in the Project relative to
the public benefit produced by the Project.

Reason: The changes to this section reflect the revised pools and new set asides proposed in
Section 5020 and determine the order in which the Committee would make allocations. The
changes also specify that projects may only compete in one of the Rural, Preservation, Other
Rehabilitation, and New Construction Pools but that Persons of Color / Woman-Owned Business
Enterprise (PCWBE) Projects may compete in the PCWBE Pool and one other Pool. Within the New
Construction Pool, a project may compete in both the Homeless Set Aside and the Extremely
Low/Very Low Income Set. All projects in the New Construction Pool that do not receive an
allocation from a Set Aside are eligible for an allocation from their respective geographic region.
Projects receiving allocations outside of the New Construction Pool or in any of the New
Construction Pool Set Asides are not counted against regional allocations.

With respect to the Set Asides and geographic regions, in all but the last allocation round of the
year CDLAC would make full allocations to the next ranking project as long as any amount of
allocation remained available in the Set Aside or region (i.e. the $1 rule). If the last project



receiving an allocation requires more than the bonds remaining in that Set Aside or region for that
round, the overage would be subtracted from that Set Aside or region in the subsequent allocation
round. If bonds within a Set Aside or region remain unallocated at the end of an allocation round
they would be added to the amount available in the Set Aside or region in the subsequent round.
In the final allocation round of the year, the allocations within a Set Aside or region could not
exceed the amount of bonds available in that Set Aside or region, and remainder allocations in
any Pool, Set Aside or region would be allocated to the next ranking project from the New
Construction Pool irrespective of Set Asides or regions. In addition, in the last award meeting of
the year, CDLAC would establish a waiting list of projects in the New Construction Pool in order of
ranking from the last application round to which the Executive Director would allocate any
returned awards.

For purposes of the Homeless Set Aside only, the changes give absolute priority within the Set
Aside to 100% homeless projects regardless of score or tiebreaker.

Lastly, the changes to the CDLAC tiebreaker seeks to include the amount of bonds requested
along with any request for California state tax credits while adjusting the total to reflect to at least
some extent project cost differences based on regional location and bedroom size and to further
incentivize specified project types in higher resource communities. The numerator of the ratio is
known as the cost-adjusted Bond and State Credit Allocation request. For each project, CDLAC
will subtract from the project’s Bond and State Credit Allocation request [(A) below] the product of
the project’'s Bond and State Credit Allocation request and an adjustment factor. The adjustment
factor is the sum of: 1) the “statewide basis delta” for each county [(B) below], which is the
percentage difference between TCAC’s two-bedroom 4% tax credit threshold basis limit for the
county and the lowest two-bedroom 4% tax credit threshold basis limit for any county in the
state, capped at 30%; and 2) a 20% higher resource area bonus [(C) below] for_Large Family,
Special Needs, or SRO New Construction projects located in High or Highest Resource Areas. The
denominator of the tiebreaker ratio, to be known as bedroom-adjusted units [(D) below], weights
each unit from .9 to 2 based on the number of bedrooms and sums these weightings. The
formula is represented mathematically as:

(A - (Ax(B+C)))

Section 5232. Competitive Application Process Maximum Allocation Amount. (a) For projects
subject to the Competitive Application Process, the Committee will allocate no more than*
million doIIars& for any proposed Qualified Residential Rental Project. Where
a proposed Qualified Residential Rental Project is located within one-fourth (1/4) mile of another
Qualified Residential Rental Project involving the same Project Sponsor or a Related Party to the Project
Sponsor, the Allocation amounts for the Qualified Residential Rental Projects cannot, in the aggregate,
exceed_ million dollars within a calendar year.

(b) The Committee may waive this maximum allocation amount if the Committee determines that the
demand for allocation for Qualified Residential Rental Projects is such that the maximum allocation

amount is not warranted. An Applicant requesting an Allocation in excess of_ million
dollarsd may seek a waiver from the Committee based on the following
factors:

(1) The Qualified Residential Rental Project qualifies as an Federathy-Assisted-At-Risk Project; or

(2) Documentation is provided in the Application indicating why a 3ualified Residential Rental Project
cannot be developed in phases at ak million dollars level. The
documentation must be specific and may include, but is not limited to, a site plan detailing the layout of

the subject property, unit mix per stage of the phase, any unique features of the property which inhibits
phasing, a description of infrastructure costs, and a cost breakdown by phases.

Reason: The change reflects the updated term of At Risk Projects



Section 5233. Allocation Limits. (a) Limit CDLAC bond allocation on a per unit basis (adjusted by the
number of bedrooms) in the-Generatand-Rural-Multifarmity QRRP Pools as follows:

Studio and SRO: $522,000
One-bedroom: $544,000
Two-bedroom: $580,500
Three-bedroom: $638,500
Four or more bedroom: $671,500

regate depreciable basis

(b) Private Activity Bond allocation awards cannot exceed
lus land basis.

Reason: This change maintains the applicability of CDLAC’s bond allocation limits to all QRRP
projects, reflecting the proposed changes in Section 5020 to the QRRP Pools.

Section 5251. Evaluation Criteria. Each site within an Application for a Scattered Site shall be
evaluated individually for points as provided in section 5230. The total points awarded to a Project in
any category shall be based on the pro-rata share of total units each site represents. For instance, if only
one site meets the threshold for an award of 5 points-asprevidedir-5236€(g); and the site represents
40% of total units, the Project shall be awarded two (2) points for this category (40% x 5 points).

Reason: This change deletes a cross reference that is no longer applicable given the proposed
changes to the scoring categories in Section 5230.
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