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MEETING DATE:
July 20, 2022

TIME:
11:00 AM

LOCATION:
State Treasurer's Office
915 Capitol Mall, Room 587
Sacramento, CA 95814

BOARD MEMBERS (voting)
FIONA MA, CPA, CHAIR
State Treasurer

BETTY YEE
State Controller

GAVIN NEWSOM
Governor

ADVISORY MEMBERS (non-voting)
GUSTAVO VELASQUEZ
Director of HCD

TIENA JOHNSON-HALL
Executive Director of CalHFA

DIRECTOR
NANCEE ROBLES
Interim Executive Director

Members of the public are invited to participate in person, remotely via TEAMS, or by telephone.*

Click here to join the meeting (full link below)

Public Participation Call-In Number
(888) 557-8511
Participant Code:
5651115

The Committee may take action on any item.
Items may be taken out of order.

There will be an opportunity for public comment at the end of each item, prior to any action.

1. Call to Order and Roll Call
Action Item 2. Approval of the Minutes of the June 15, 2022 Meeting

Informational 3. Executive Director's Report
Presented by: Nancee Robles

Action Item 4. Recommendation for Award of Allocation to Qualified Private Activity Bonds for

Exempt Facility (EXF) Projects (Round 2)
EXF Preliminary Recommendation List
Presented by: Emily Burgos

Action Item 5. Adoption of Emergency Regulations
Presented by: Emily Burgos
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Action Item 6. Recommendation of a Portion of the 2022 State Ceiling for Supplemental
Allocations and Adoption of Priorities
Presented by: Emily Burgos

Action Item 7. Recommendation to Delegate Authority to the Interim Executive Director to Award
Supplemental Allocation
Presented by: Emily Burgos or Ricki Hammett

Action Item 8. Adoption of Carryforward Priorities
Presented by: Emily Burgos

9. Public Comment
10. Adjournment
FOR ADDITIONAL INFORMATION
Nancee Robles, Interim Executive Director, CDLAC

915 Capitol Mall, Room 485, Sacramento, CA 95814
(916) 654-6340

This notice may also be found on the following Internet site:
www.treasurer.ca.gov/cdlac

Interested members of the public may use the call-in number or TEAMS to listen to and/or comment on items
before the California Debt Limit Allocation Committee. Additional instructions will be provided to participants
once they call the indicated number or join via TEAMS. The call-in number and TEAMS information are provided
as an option for public participation but the Committee is not responsible for unforeseen technical difficulties that
may occur. The Committee is under no obligation to postpone or delay its meeting in the event such technical
difficulties occur during or before the meeting.

The California Debt Limit Allocation Committee (CDLAC) complies with the Americans with Disabilities Act (ADA)
by ensuring that the facilities are accessible to persons with disabilities, and providing this notice and information
given to the members of the CDLAC in appropriate alternative formats when requested. If you need further
assistance, including disability-related modifications or accommodations, you may contact CDLAC staff no later
than five calendar days before the meeting at (916) 654-6340 and Telecommunication Device for the Deaf (TDD)
at (916) 654-9922.

Full TEAMS Link
https://teams.microsoft.com/l/meetup-
join/19%3ameeting NjdIYWI3ZjctNTk4MSOONTc2LWJiYzItZGEzMzUzNmYwOTE5%40thread.v2/0?context=%7b%22Tid%22%
3a%223bee5c8a-6¢cb4-4c10-a77b-cd2eaeb7534e%22%2c¢%220id%22%3a%22f752cd03-38f5-48bd-b424-
4bbeb3ad62eb%22%7d
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915 Capitol Mall, Conf Rm 587
Sacramento, CA 95814

June 15, 2022
Committee Meeting Minutes

1. Agenda Item: Call to Order and Roll Call

The California Debt Limit Allocation Committee (CDLAC) meeting was called to order at 1:03 p.m.
with the following committee members present:

Voting Members: Fiona Ma, CPA, State Treasurer
Anthony Sertich for Betty T. Yee, California State Controller
Gayle Miller for Governor Gavin Newsom

Advisory Members: ~ Zachary Olmstead for Gustavo Velasquez for the Department of
Housing and Community Development (HCD)
Kate Ferguson for Tiena Johnson Hall for the California Housing
Finance Agency (CalHFA)

2. Agenda Item: Approval of the May 25, 2022, Minutes

MOTION: Ms. Miller motioned to approve the May 25, 2022, minutes. Mr. Sertich seconded the
motion.

The Chairperson called for public comments.

Public Comments:
None.

Motion passed unanimously via roll call vote.
3. Agenda Item: Executive Director’s Report - Presented by: Nancee Robles

Nancee Robles, CDLAC Interim Executive Director, stated that under general business, CDLAC held
a public workshop on June 6, 2022, to hear stakeholders and public comments on the upcoming
regulations. She stated that staff also reviewed hundreds of written requests and suggestions. The
comment period is open until June 20, 2022. She said that if anyone would like to comment on the
regulation process, they may send an email to COLAC@treasurer.ca.gov. The regulations for Round
Two are expected to be complete and presented to the committee on July 20, 2022.

In Legislative news, Ms. Robles stated that she attended the 2022 Affordable Housing Symposium in
Washington, D.C. on June 15, 2022, where she heard from key Congressional Staff, Industry Leaders
and Advocators on the latest issues impacting affordable housing. She stated that among the speakers
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was former committee advisor Tia Boatman Patterson. Along with the Treasurer’s Legislative
Advisor, Kasey O’Connor, Ms. Robles went to Capitol Hill and spoke with staff members of the
Offices of Senator Feinstein, Cortez Masto, Representative Thompson, and Speaker Pelosi. They
discussed the importance of reducing the 50% test and the potential consequences of the global
minimum tax and left those conversations with hopes of very good outcomes.

Treasurer Ma thanked Ms. Robles and asked if anyone had any questions.

Gayle Miller stated she had no questions but re-emphasized how important it was to reduce the 50%
test to 25% and how that would be such a significant difference in terms of increasing supply.

The Chairperson called for public comments on the Executive Director’s report.
There were no public comments.

4. Agenda Item: Presentation of Strategic Plan Final Report by Sjoberg Evashenk — (Informational)
Presented by: George Skiles

George Skiles, with Sjoberg Evashenk, presented on the Strategic Plan Final Report for CDLAC and
the California Tax Credit Allocation Committee (CTCAC). He stated that the project objectives
included developing or facilitating a strategic plan with the objective of evaluating steps the
organizations can take to address the State Auditors November 2020 findings, to better align CTCAC
and CDLAC with organizational resources and staffing regulations to achieve California’s housing
objectives, and to identify additional improvements necessary to effectively and efficiently execute
the statutory responsibilities of both committees. He said that during this process they interviewed
almost every employee. They evaluated a lot of organizational documents and processes, facilities,
etc. They really tried to identify with these two organizations, if they were to merge, essentially, what
steps would need to take place to make that process efficient. He stated that there are a lot of
inefficiencies that could be resolved through that process. The objectives and goals that they have
established are applicable either way.

Mr. Skiles stated that they based the goals of the strategic plan on the organizations’ vision, mission,
values, and strategic objectives. They developed these and understand the direction the agency wants
to go. They know that both agencies want to be more technology driven, want to improve the
technology, and want to be more responsive to stakeholders, streamline business processes internally
to ensure a more streamlined process for stakeholders that are dealing with both agencies on perhaps
a single project. They then identified key goals, objectives, and strategic initiatives as they developed
the plan. They identified seven key goals, as follows below. He walked the Committee through the
seven goals and identified some of the strategic initiatives that they have identified as part of these
goals.

Goal #1: Adopt Revised Mission, Vision and Organizational Structure. Mr. Skiles stated that as a
merged organization the first goal would be to adopt a revised mission, vision, and organizational
structure. They recommend that if there is a merged organization that the name of the agency be
modified. They believe that the State Auditor’s recommendation was to eliminate CDLAC and to
merge or reassign those responsibilities to CTCAC. If that is the case, they recommend a modified
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name of the agency so that it reflects a single program, which would be up to the agency. They
modified the mission as well to make it broader than just focusing on each mission of the current
agencies focus on the specific programs of those agencies in order to maximize the public benefit by
fully and efficiently issuing all bond and tax credit allocations, providing a customer centered and
streamline process for processing applications, and continue to increase the wealth of all Californians.
He said that a lot of this is borrowing from the language of the current vision and mission statements
of the current agencies. These values are reflective of the values currently in place on the CTCAC
website and have not changed. The organizational structure also would need to be modified. Their
assessment did not identify significant efficiencies in terms of overlaps within the agency. He said
there will be some certainly on the administrative functions as there would no longer be a need for
two Executive Director’s. Administrative support would still be needed but streamlined. He stated
that the work of CDLAC and the tasks that are being carried out are different than CTCAC, but there
is an over-lap in terms of the stakeholders. He said that there is also overlap in terms of the projects
and applications. However, the review of those applications will still need to occur. They envision
CDLAC bhasically merging into the organization, and that the efficiencies to be gained would be more
related to business processes.

Goal #2: Implement Effective Information Technology Resources. Mr. Skiles stated that he
thinks that this is perhaps the greatest barrier to both agencies in efficiently reviewing applications
and just performing their work, not just on the intake and application review side, but on the
compliance side as well. He said that information Technology should facilitate the work and help
manage the workflow of an organization, maintain data that can be searched, and can also be utilized
going forward. The current situation with Information Technology that is in place is an impediment to
either agency being able to carry out their work. He said that their objectives are to implement a
database that better aligns technology resources for both agencies, establish data and document
management protocols that ensure the consistent treatment of and ability to analyze the official
records, ensure data integrity, and implement tablets or similar technology to allow field personnel
the ability to analyze, document, and record findings in real-time rather than obtaining the
information then having to re-enter that information subsequently. He stated that they believe that the
first step in doing this is to issue a request for proposals and that there are commercial systems that
currently exist. Other state agencies may also utilize these systems and it would certainly make sense
to coordinate with those other agencies but issuing a request for proposals and understanding what the
market looks like will be the first step for the agency to take. Also, to develop and implement data
management protocol that ensures the consistent treatment of data is important because currently,
much of the data is manual, paper, and what is electronic is duplicate data entry just to get it into the
system. The systems are not functional. The ability to get information out of the system in a useful
way that helps produce management reports and performance reports so that management knows how
the committee is performing rather than just documenting project specific data is.

Goal #3: Ensure Appropriate Staffing Infrastructure. Mr. Skiles stated that the objectives are to
align staffing resources to reduce redundancies; reduce employee turnover; and establish a right-size
program staffing. He stated that this is particularly applicable with the merger of the organizations
because there is overlap in applications in what CDLAC is reviewing and what CTCAC is reviewing.
As an example, you have two individuals who are reviewing applications that are very similar but
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applying different regulations and communicating separately with stakeholders. Reducing this overlap
will be a key area of efficiency, so will be the impact that it has on the stakeholders by having just
one person who will be reviewing the application. This is a key recommendation. Also, reducing
employee turnover is critical, as there are a lot of staff vacancies. The key is right-sizing staff. They
have some key initiatives: The first is the assigning of the 4% tax credit allocations to the staff that
are evaluating bond allocation applications. There is a significant overlap between these two
processes. Developing a long-term remote work policy that allows for flexibility in where staff work
is critical as there is a shortage of workspace in the Treasurer’s Office building. There is a group
within CTCAC that already works remotely away from Sacramento, perhaps not as much during the
pandemic, but the compliance group is on-site at projects on a routine basis. They, therefore, believe
that there should be some consideration of a remote work policy that would help in this regard. He
stated that a cost-benefit analysis can be conducted of having a Southern California office as the
CTCAC committee is finding it difficult to recruit-and retain people and that this could open up a
labor market in Southern California and may be beneficial or useful to the committee as a lot of the
work that they do is already down in Southern California. This will also reduce travel as well. You
could evaluate the appropriateness of the agency’s classification structure — particularly in
Compliance and also consider alternatives to achieve parity with peer agencies. This recommendation
is primarily related to the Compliance group and looking at using other classifications to do this work
may help with retention. He stated that a staffing study to determine the right level of staffing
resources needed is necessary. There is a growing workload in the committees. He said that on one-
side that workload is demand driven because of development and on the Compliance side it is
projects that are developed and have to be onsite inspected for 55 years. For every project that is
added there is an increased workload that is not going away. He said that since there is going to be a
workload increase over time the question is: How does an organization right-size itself? He does not
believe that now is the right time to determine what the right-size level of staffing is because
Information Technology solutions should streamline the work that staff currently performs
significantly. He said that if this alone helps streamline and make the work being performed more
efficiently, this will change how work is done and would change the level of resources that are
needed long term. So, this assessment needs to be completed a couple of years out after this is put in
place. Associated with improvements with Information Technology, business processes will be
realigned to correspond with that technology. When this happens then evaluating a staffing study
should occur regarding the staffing resources needed to keep up and maintain the workload and to
work on the business of the organization. This not only addresses backlogs; it also is keeping up. He
further stated that currently, staff, especially management, are spending a great deal of their time
doing that and there is a lot of work to do in dealing with application compliance. They believe that
the staffing study going out a few years maybe a couple years after the implementation will really be
necessary and the most effective.

Goal #4: Ensure Sufficient Operating Revenues and Fund Balances. Mr. Skiles stated that what
they know is the fund balance is strong, the committees are operating with a positive cash flow, which
helps. He said that this means that there are some resources that can be allocated to some of these
improvements, but there is a question that over 55 years compliance on-site inspections have to
continue, so there are no ends to the program in sight, but you never know. He said that you have to
have enough balance to fund this activity for 55 years. He said that he doesn’t know if the fund
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balance is sufficient, but he also said that he does not have any indications that it is not sufficient. He
said that when Information Technology improvements are in place and when a staffing study is done
it would make sense, at that point, to look at rates and determine what the fund balance needs to be
going forth to fund that activity for 55 years and to maintain the Information Technology resources
and staffing levels that will be required. This is a phased approach, looking at staffing and then
looking at rates and fund balances to ensure that the organization is right-sized. These are the four
primary goals of what is needed going forward for both committees.

Goal #5: Standardize and Formalize Key Business Processes. Mr. Skiles stated that on the
CTCAC side we have seen a lot of this already, a lot with compliance and it is already documented;
training programs are in place and so forth. He said that on the CDLAC side it is less formalized. He
said as the committees merge together, standardizing and formalizing business processes will be
important and will need to be reevaluated, so that they can be incorporated with information
technology and new business processes. He said that these processes need to be documented and
formalized with the goal of achieving consistency in practice and performance among what are now
two groups in mitigating the loss of institutional knowledge through staff turnover. He stated that
there has been a lot of staff turnover over the past year. Some of the key initiatives will be mapping
the to-be process. They have done some mapping of the as-is process, but as information technology
is being implemented, mapping the to-be process and standardizing both of these processes as well as
developing training programs for more than just the Compliance group is essential.

Goal #6 Achieve Consistency Through Updated Permanent Regulations. Mr. Skiles stated that
this has been on the radar for some time. He believes that CDLAC in particular has been working
with this quite a bit over the past year and six months and their recommendation is if CDLAC is
merged with CTCAC that those regulations be as consistent as possible to the existing CTCAC
regulations, and then to make tracking systems for these regulations. He said that there is also a need
to monitor emergency regulations to make sure that they do not expire and that there are permanent
regulations put in place before the emergency regulations expire.

Goal #7 Develop a Meaningful Performance Measurement and Management Reporting System.
Mr. Skiles stated that this, along with data management, is among the most significant failures of the
current information technology that is being used. Currently, there is not the ability to extract data in a
way that makes for informed management decisions. He said that there is a record of a project but not
a record that informs management of how efficient the process is, how long it takes to process
applications, or where the application is in the process. He said that making these processes, etc.,
more transparent via information technology will be a significant improvement. It will identify and
provide various input measures of what kind of resources are going into some of these activities and
will track it over time so that productivity can be seen and what resources are being spent on what
portions of the application and allocation processes. He said that trends of the activities over time
could be identified, the number of FTE’s per application for instance. It also makes it more
transparent for stakeholders to understand where they are in the process. He said that a lot of time
goes into responding to requests for information. Extracting data and coming up with management
reports will save a substantial amount of time and should be easier to do.
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Mr. Skiles discussed key milestones, which is still in draft. He said that they have several initiatives
that identify processes throughout and map them out over the course of the next three years. An
information system will be key, and a lot of the other issues depend on that happening. He said that
the process is front loaded in the course of this upcoming fiscal year and then key procedures, or key
initiatives will occur towards the end in three years. He said things like the staffing study and fee
study would take place at the end of this process after some of these other processes have occurred.
He asked if there were any questions.

Mr. Sertich stated that he really appreciates all the work that Mr. Skiles put in on this and the
recommendations are outstanding. He thinks, in the beginning, that Mr. Skiles stated that merging the
two committees is being looked at. Mr. Sertich asked if other solutions are being looked at, maybe
hybrid arrangements. His concern is the committees have different voting representations, the
CDLAC committee has a broader oversight whereas CTCAC is designed just to manage housing. He
said that, maybe, leaving CDLAC to continue their broader oversight while having CTCAC to take on
all the bulk of the housing, including multi-family, may be the better solution for structure. He asked
if that was considered.

Mr. Skiles stated that their approach looked at what would be required if there was a merger but also
what work needs to be done regardless of a merger. He said he believes the partial merger presents
complications because right now affordable housing is top priority, which might not always be the
case. He said that it is hard to imagine that this will change anytime soon, but other priorities might
cause CDLAC’s priorities to shift. He said that if there is a split organization, then there isn’t an
organization that is responsible for the allocation. He said that he doesn’t know how that kind of
decision making would occur if the functions of CDLAC and the authority of CDLAC to allocate is
split. He said that he thinks this presents a logistical challenge. He said that this has to be broadened
in order for the merge because CDLAC does more than just affordable housing. He thinks that is the
key, balance.

Mr. Sertich said that one of the things in statute right now is CDLAC does more than affordable
housing. He thinks all of the efficiencies need to be done. He just doesn’t want to lose track of the
other piece that is not affordable housing.

Treasurer Ma asked if other state housing agencies split things up into two committees.
Mr. Skiles stated that he does not know how other state agencies perform these responsibilities.

Mr. Sertich stated that a lot of other state agencies do have separate bond allocation processes, but
they also have multi-family block grants too and that generally, the bonds are allocated in aggregate
to agencies.

Mr. Skiles stated that in that scenario he understands the authority remains with CDLAC and CDLAC
through a block grant basically delegates the authority to allocate specific projects.

Ms. Miller asked Mr. Skiles if he checked IRS regulations to see if anything being proposed conflicts
with IRS regulations and requirements.
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Mr. Skiles stated that he did not find anything in the IRS regulations that would prohibit a merger. He
said that they focused on this primarily because this state office was very much aligned with the State
Auditor’s recommendation. He did not see anything in the IRS regulations that would preclude a
merger or present any kind of a barrier to the Treasurer’s Office or the committees doing a merger
and he said that he believes the IRS regulations for the most part put the responsibilities on the states
and does not prescribe anything further.

Ms. Ferguson said that she thinks that different states do things in different ways.
The Chairperson asked if there were any other questions from the committee members.

Ms. Miller said that she did not necessarily agree with everything in the State Auditor’s report. She
asked if the State Auditor’s report was the starting point for Mr. Skiles instead of coming in and
looking at it with fresh eyes, if that was the direction he was given.

Mr. Skiles stated that no, that was not the direction, but part of the project was looking at what would
be necessary to achieve a merger. He said that their focus was; if the committees were to merge, what
they believe is necessary to make that effective. He said except for goal #1, all other goals were
designed specifically to be applicable to both committees if they were to operate separately because
of the work that they do, the efficiencies that can be gained by the implementation of the
recommendations. He said that he believes there are efficiencies to be gained through a merger, but
those efficiencies will be relatively minor in terms of some administrative staffing and also the
business process changes that would occur by merger. In terms of efficiency in the merger, he said
that is really where there are benefits. He said that if there were not two separate committees the
benefits would be better realized and that if the committees were to merge, the procurement or
purchasing of a single information technology system could be achieved. He said that their goal was
to present goals that could be implemented in either scenario.

Ms. Miller stated that she was confused about what Mr. Skiles was charged with and what the
direction was and what is trying to be solved.

Mr. Skiles stated that the project objectives were to align the organizational resources, staffing, and
regulations.

Treasurer Ma stated that she thinks one of the complaints was that the tax committee and the bond
committee did not really talk to each other and even though there is overlap in the regulations, the
terminology was not correct, also deadlines, timing, meetings, everything was not functioning and
then when she started, there were two Director’s, one at CDLAC and one at CTCAC and it did not
jell. She said that is when it was determined that having one Executive Director who manages both
committees, would be a lot smoother. She asked for input from those in the room on whether it is
working better having one Director overseeing both and trying to merge the two without an official
merger. She said that she believes the State Auditor said that in their report, saying that it might be
more efficient since it was confusing and one hand was not talking to the other, and then the
Consultant was asked to determine if it makes sense to merge the two committees. She said that she
thinks Mr. Skiles is saying that it does make sense to merge, but she also asked to hear from the
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stakeholders. She asked if it is working better under one Director or the way it was done before and
opened up the discussion up for public comment.

Caleb Roope, representing the Pacific Companies, stated that he has been in the programs for over 20
years. He said that programs never had to face competition before and that is the major difference, so
in the context of competition what has been accomplished has been great. He said that the
consolidation of the regulations to streamline them more and align them was critical. He thinks
having a single Director is better, as it consolidates the decision making of appeals and things like
that. From his point of view, given the competitive nature change, this has been a major improvement
and a better outcome statewide. He thinks the thing that the stakeholders often have issues about are
just policy issues such as which projects are going to be successful and in terms of operationally
speaking, he thinks there has been significant improvements in the programs, especially since you lost
some key staff. He said that given all the factors, it has been remarkable that they have been able to
be as productive as they have been in these past two years.

Pat Sabelhaus stated that he would simply repeat what Mr. Roope just said. He thinks there has been a
marvelous improvement in terms of the workload that the staff has been able to take on and get the
projects reviewed appropriately and to make the awards in a manner in which they are done so timely.
He said he felt for a long time that the crunch was so bad on staff and that turnover may have caused
even more aggravation for those people who were left to handle the workload. He thinks the merger
being considered would be a good move and would be an efficiency move. He stated it would help
both the applicants that struggle with the regulations in complying with all the “nuts and bolts” that
go into what is becoming a more complicated system. That is what happens when systems hang
around for years and years. He said that in 1987, when they did their first batch of projects, the
application was about 10-12 pages and now they are up to a binder or so. He said all of that is
acceptable as they refine and improve the process in the way that they are going to allocate the money
and the priorities that they give. He said that the recommendation for a merger is a good move and
that it will help both the committee and staff and it will also help the applicants get through the
process more efficiently than before.

Ben Barker, representing California Municipal Finance Authority agreed with what Mr. Sabelhaus
and Mr. Roope and thinks the one thing that shows is the number of applications now is probably
more than what they were doing in a full year previously. He said the systems and processes seem to
be working better as they apply a lot and are applying in one round with more applications than they
would previously have applied for in a full year and that things are being done very efficiently now.
He thinks that having one Director over both groups has made a big difference.

Ms. Ferguson asked if the merging is reliant on what the boards of the two committees do, or a staff
operational improvement versus a board merger.

Mr. Skiles stated that was correct - it is about how the staff is carrying out their work.
Treasurer Ma asked if they have to go to the legislature, if they are officially going to merge.

Mr. Skiles replied that Treasurer Ma is correct.
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Ms. Ferguson asked for clarification; that to merge operational efficiencies at the operational level is
without merging the board and having to go to the legislature. The work is fundamentally and
operationally going to continue the improvement that we are hearing about from the stakeholders and
is not conditioned on having the Committees merge.

Treasurer Ma stated that they have been doing that for the last year and half but when they do
CTCAC regulations it is very quick and when we do CDLAC [regulations] it goes through the OAL
process, so they are still operationally efficient but there are still differences between the two. We can
leave it like this or do something officially in the legislature. She said the consultant’s role was to
present it to us. She said that seeing no more questions she thanked Mr. Skiles and moved on to item
number five.

5. Agenda Item: Consideration of Appeals for Round 1 Award of Allocation to Qualified Private
Activity Bonds for Qualified Residential Rental Projects — (Action Item)
Presented by Emily Burgos:

Emily Burgos confirmed that there were no appeals and the item was skipped.

6. Agenda Item: Recommendation for Round 1 Award of Allocation to Qualified Private Activity
Bonds for Qualified Residential Rental Projects — (Action ltem)
Presented by: Emily Burgos

Ms. Burgos stated that this item is a recommendation for Round One QRRP awards. She recognized
DC Navarrette for this milestone of no appeals and no changes to the final list. Mr. Burgos stated that
Mr. Navarrette has been working to improve the way they work projects, pre-award, and that his hard
work has made it possible for them to reach this milestone. She said that she knows there are some
very strong supporting players that Mr. Navarrette would like to recognize. She thanked Mr.
Navarrette. Mr. Burgos recommended the award of 68 projects for a total of $1.6 billion in allocation,
which is just over $1.4 billion of current year volume cap and just over $167 million is carry forward
from previous years.

MOTION: Ms. Miller motioned to approve and Mr. Sertich seconded the motion.
The Chairperson called for public comments.

Public Comments:
None.

Motion passed unanimously via roll call vote.

7. Agenda Item: Discussion of Future Supplemental Allocations — (Action Item)
Presented by: Emily Burgos

Mr. Burgos stated that after the last CDLAC meeting it was obvious that we should be engaging
discussion at the committee level to possibly develop an off-the-shelf product for supplemental
allocation. She shared a presentation to drive the conversation. She said that staff is supportive of an
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off-the-shelf product for the supplemental application process. In the last meeting it was mentioned
that some guidance would be needed from the committee and the public. She said that the issue at
hand is that right now a lot of the projects that are requesting supplemental allocations are requesting
it because they are hitting their 50% test. What this means is that all projects are required by the IRS
to finance 50% of their eligible basis with bonds. She said that many of the projects are having
trouble meeting this 50% test. The 50% test is measured at multiple times during the project. The first
time it is measured is at the close of construction, so all of the projects that have yet to issue bonds are
having issues meeting this 50% test at closure for their construction bond. She said this is why there
is such a push for the [2021] round three projects need for supplemental allocation in order to close.
There are other projects that have already closed that are now trying to meet the 50% test at the
second point, which is the conversion to permanent financing, which means they need to complete the
50% test before they can be placed in service. Mr. Burgos stated the projects were able to issue bonds,
however; since costs have risen they are no longer meeting the 50% test and are facing the risk of
losing their entire project that is near completion unless they can get supplemental allocation. Some
of the factors that were discussed in the last meeting that are affecting these items are cost increases,
timing delays, materials price escalations, and labor shortages. She said that many of these factors
were triggered by the COVID pandemic and do not seem to be waning anytime soon. She said time is
of the essence to dole out supplemental allocations to these projects. Staff is seeking guidance from
the Committee that will be included in the regulations that will be presented at the next meeting.
Specific areas of guidance sought are Parameters for Supplemental Awards; Preventing
Abuse/Gaming; Supplemental Application Review; and Source of Allocation for a Supplemental
Pool. She said there have been a couple of suggestions for parameters for supplemental awards that
are: Cap at a percentage of the original allocation; cap at a percentage of the eligible basis, and
different limits for pre-issuance and post issuance of projects. She asked if the committee had any
guestions, opinions or initial thoughts.

Mr. Sertich said that he appreciated the presentation and that it was really helpful. He said that he
thinks with the current CDLAC regulations capping the overall bond allocation at 55% of the basis
cost, it does make sense to leave that in there for the supplemental allocation. He doesn’t think that a
supplemental should be provided if it goes over that amount and thinks that it is important, especially
for those projects that are pre-issuance, that the supplemental allocation is not too large or it could
give applicants the idea that projects can come in for the supplemental application event that allows
them to score better on the original application. He said that both of these items may be necessary to
some extent but still thinks there is a difference between a post-issuance and a pre-issuance. Post-
issuance if you do not get those projects done and then close, the bond issuance cannot be reclaimed
as issued. He thinks that pre-issuance and post-issuance should be treated differently.

Ms. Ferguson stated that she agrees with Mr. Sertich and, from her perspective, as a practitioner and
an issuer, she agrees with the comment that pre and post issuance are different. She said that it is
important to know what phase the project is in. Ms. Ferguson said that most of the projects that are
going to need supplemental that are post-issuance from the 2022 round that were just approved are
going to be entering the CDLAC round under one condition and are exiting this round under a very
different market. She said that she likes the fact that we address the 50% test, so what marginal
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amount is needed to close a construction loan. She said they need more than a deal that is rolling into
a permanent loan because their costs at the permanent phase should be pretty nailed-down. She said
that deals that came in this year at 51% going up to 55% at this point would not feel like gaming the
system because of the market impact and the volatility of the market right now. She thinks that
capping it at a percentage of the original allocation could be tricky because if that is chosen you can
easily get over 55% and what is most relevant is to measure what if they really need protection from
missing the 50% test. She said she thinks there is a priority to deals that are coming up on 8609’s to
get the units out and filled because supplemental allocation is not obviously overly restricted to the
area in which you received the initial allocation.

Ms. Burgos stated that the following suggestions are not being recommended and are being put out
for discussion as possible ways to prevent abuse and gaming. She said there is a kind of a penalty
approach to these suggestions. The first one is if supplemental is requested then there is a reduction in
the developer fee. The second is if supplemental is requested than negative points are assessed. Third,
if supplemental is requested then there is a reduced tiebreaker in future rounds. Fourth, there is a
penalty fee based on a percentage of the supplemental request. She said that non-punitive suggestions
were to set the bond request as a determined percentage of the eligible basis so there is no opportunity
to low-ball. Ms. Burgos stated that the final suggestion is to require a partial forfeiture of the
performance deposit if 90% or more of the bond allocation is not issued, currently this figure is set at
80% and that if the amount is raised to 90% it penalizes folks that leave more than 10% on the table.

Ms. Burgos stated another proposal is that the supplemental application review process be
streamlined, yet staff will still need to review supplemental requests to determine if they meet the
criteria set forth by the Committee. She said this will be more than a letter but far less than a full
application. Staff will open-up applications in batches based on the date of the original allocation
award. Staff also recommending that preference be given to post issuance projects for these
supplemental awards.

Ms. Burgos stated the source of allocation for the supplemental pool is proposed to be the
$45,924,170 in the MIP after Round 1. The $46 million was not left on the table, but they did have
about $60 million in carry-forward, so they did not over-ask for what they needed, they asked for the
right amount. However, she said since MIP benefited from some carry-forward that was front-loaded
from that pool, there were no applications affected for Round Two. MIP money that was left over
could be used to fund the supplemental allocation pool. She said staff would report at each meeting
the status of the pool, awards, and queue, then can assess as the year goes on whether or not more
allocation is needed to be drawn in the supplemental pool. This will give staff time to receive
applications for Round Two and make assessments.

Ms. Ferguson said that in Round One there were identified amounts for each of the pools. She asked
if there was left-over Round One money in the other categories and posed a suggestion; instead of
taking it all out of the MIP pool, consider routing the supplemental allocations through the pools they
came from. If they have a MIP supplemental that came from 2021 or this year (2022) that would run
through the MIP pool, before they take that $46 million and put it out to the General Pool.
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Ms. Burgos stated that is something that could be done administratively and is not something that
needs to be written into regulations. The committee could vote at the July meeting. She told Ms.
Ferguson that administratively, what she is suggesting would be splitting the supplemental pools,
which would make it a little more difficult to allocate the supplemental requests, but is definitely
doable administratively, if this is the direction that the committee wants to go. Ms. Burgos stated that
the other issue is that not all of the requests for supplemental funding fit into the boxes that currently
exist. She stated the challenge with fitting them in competitively is, they were originally awarded
non-competitively in a pool that no longer exists, or where the project falls now is in a pool category
that they did not originally apply for. She said logistically, staff can make suggestions to make that
work.

Ms. Ferguson asked again if there were other pools in Round One that had the left-over funds.

Ms. Burgos stated that there were. She said she is following how things were done last year, with
surplus rolling over into Round Two. The MIP pool does not have a Round Twao. She also stated that
at the end of Round Three last year there was S60 million that could not be allocated before the end
of the year that was allocated lump-sum carry-forward. She said that could potentially happen again
this year. Staff heard from other stakeholders that they do not want to dip into Round Two funds if at
all possible. She said she is hoping to get some seed money to get started on issuing supplemental
requests and get direction to obtain additional allocation for any additional supplementals that go
through at that time.

Treasurer Ma asked if the Committee would be asked to make decisions regarding the geographic
pools, and other pools for next year and if staff would recommend a set-aside for a supplemental pool.

Ms. Burgos responded affirmatively to Treasurer Ma.

Ms. Ferguson stated that she had some questions about a penalty slide in Ms. Burgos’ presentation.
She stated that from her perspective as a practitioner, the penalties that are proposed really affect
future rounds and especially for those deals that came in 2022 as well as deals from 2020 and 2021
that are in construction. She stated what is happening in the economy and the effect of the volatile
market is an issue and not just sloppy budgeting. She said she has a little bit of an aversion to
assessing negative points so projects cannot compete from year to year. She said she assumes this is
what the outcome would be. She said from her perspective going forward this year, addressing the
supplementals will need to be done very carefully to make sure that projects are taking enough, but
not more than they need. She said the other suggestions, especially the last one, is more where she
would be supportive.

Mr. Sertich stated that he appreciates Ms. Ferguson’s concerns, and he thinks they do want to make
sure that projects are coming in at the correct amounts and not low-balling their requests and their
needs in order to win the competition and then have a clear path to be able to make up that difference
in moving forward. He said he thinks there should be some penalties in place for those projects,
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knowing that as a Committee they have the ability to across-the-board wipe those out for certain
rounds, and for certain times, when that is really necessary such as when we have 10% inflation and a
market down-turn that slows everything down. He said he hopes that gets to what Ms. Ferguson is
concerned about.

Ms. Ferguson responded to Mr. Sertich that his response did get to what she is concerned about and
she thinks in Ms. Burgos’ slide show presentation there was also a suggestion that dictate, as a
committee, how much projects have to take so that they cannot game the system. She said that also
might be a solution to what Mr. Sertich was talking about; if projects come in at 50% and it is a 50%
test and they know what is going on right now in the economy, it would be odd to say, “No, you have
to take 54% or 55%" but it may be a good suggestion right now for the rest of this year.

Mr. Sertich said he understands there could be some projects where the higher percentage request
would not resolve their cost issues.

Ms. Miller said she likes Ms. Ferguson’s idea a lot about the higher basis points and thinks that
determining it on the eligible basis makes sense, with the flexibility that Ms. Ferguson stated versus a
percentage of the allocation. She thinks if it is based on the eligible basis, between 50 and 55% and
not based on the original allocation then she does not want to go down the road of negative points.
She said she thinks determining it on the eligible basis will decrease the risks to the volume cap and
increase their ability to get more done. She said she would like to have a way to levee a fee or impose
a subsequent penalty for egregious actors, for a future round, and would like some flexibility since
developers gaming the system is her biggest concern with over the counter supplementals. She said
she feels they can take care of this based on eligible basis and knowing where the 50% is. She said
hopefully the projects that need a supplemental will be far enough along that it will be a much fairer
calculation at that point. She said supplementals should be about those projects that are about to start
construction, where the possibility of gaming should be a lot less significant. She said she is loathed
to do too much, but thinks it is fine to have some kind of idea to prevent abuse only when needed. She
said she agrees with the Supplemental Allocation Review process as suggested. There needs to be
such a process in place, not just an ask and you shall receive. She said there should be a process and is
comfortable with staff determining that. She stated that if CalHFA is able to issue more awards in the
MIP program that they should be able to do so. They should be rewarded and not punished for only
using what they need and doing things efficiently which has been helpful to the volume cap at large.
Ms. Miller stated that supplementals should go back to the pools to the extent possible, and if it is not
possible because it is from previous years, the MIP pool would be appropriate. She said because of
how efficiently the MIP Pool is run, it is important that they get their supplemental. She said no other
pool is running as efficiently in terms of using only what they need, and she does not fully understand
how projects can be penalized while trying to get them through to the finish when the price went up
and there is a need for a supplement.

Treasurer Ma thanked Ms. Ferguson and said she agrees that CalHFA should not be penalized for
being proficient. She asked what CalHFA’s supplemental request is.
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Ms. Ferguson stated that since the bonds had been allocated just an hour ago, that it would take some
time for them to work with the developers. She said she could state with some certainty and
confidence that 80% of their deals have gaps from when they were submitted to CDLAC and
CTCAC. She said they plan to do their underwriting and approval process by the end of September.
She said they are taking half of the deals to the board in July and the other half in September. This is
something they will be addressing quickly and to the extent that they can, are encouraging developers
to look to investors, to look to their localities, to look to all the resources, so everybody is at the table.
She said she does think they will need the entire amount.

Treasurer Ma said she would like to hear from the public on these proposals. She said she knows that
everyone has been asking for supplementals for the last three years and would like to know where
they stood given the new market conditions.

Mr. Barker thanked Ms. Ferguson and Ms. Miller for a lot of their points. He said he thinks they were
pretty spot on. He said in general, the reason there is a supplemental application is the projects are
already in trouble. They need to make that 50% test so that they can get across the line so that they do
not have a default. There are different reasons for pre and post [supplemental requests] and
acknowledged what Mr. Sertich brought up, that capping at the 55% and staying at the 55% really
limits a lot that could be gained. He said to be able to get to a supplemental allocation, most of the
developer fee has been wiped out or been put to the end of the deal, which has happened a lot. He said
negative points have historically been for very egregious things, not for something like a market
condition where projects are just trying to get through a 50% test. He said projects deposit up to a
$100,000 performance deposit and if they are not able to perform that fee can be forfeited. He said
previously, projects have been putting in for supplemental allocations to really get an extension
without getting a full-blown extension, so there is the original bond allocation that is going to close
and then there is a supplemental allocation put it, now the supplemental allocation will tie the old
bond closing deadline to the new bond closing deadline. He said he objects to giving these projects a
new six-month deadline.

Ms. Burgos stated that the regulations tie the supplemental issuance deadline to the original bond
issuance deadline.

Mr. Barker said he just wanted to make sure that this is the case, and that supplemental requests have
been used in the past to get extensions without requesting extensions. He said concerning the
supplemental allocation review proposal, previously there was a skinny application page and a
streamlined process for obtaining supplemental applications that included a new partial performance
deposit and commitment letter. He said he thinks there could be potentials to game the system, yet in
his opinion most of the deals going in right now are just because they are trying desperately to get
over the 50% test.

Ms. Burgos said she wanted to add that staff has been looking over every supplemental application
coming in and assessing whether or not they would have been competitive in their original round with
their bond allocation request, and so far, they have all still been competitive.
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Mr. Barker stated, hypothetically, their tiebreaker should be even better if they are asking for a lower
amount.

Ms. Burgos said everything is going to change [regulations] so that might not be the case. She said all
the supplemental applications received for all of last year and this year, in the first round, were
evaluated to determine if they had submitted their request as it stands now, with their original
allocation request, to see if they would still be competitive. She reported that staff determined they
would have been competitive either way.

Mark Stivers, representing California Housing Partnership, thanked the Committee for talking about
the supplemental allocations. He said the main point to reinforce is that having an over-the-counter
process where developers have certainty that they can get the supplementals when they need them in
a timely manner is the biggest thing of all. Regarding how they might cap; having a cap at 52% is
generally good and maybe it becomes a 51% cap during the construction period but a 52% cap for
both could work. In terms of having a 10% cap in addition is a possibility but wanted to note there
could be some danger with that. Some projects that are going to be at 52% or 51% and they need a
10.1% increase, then that project is going to die, and such projects may be under construction
currently, which makes for a difficult position for everyone to be in. He suggested it would be better
to go with a percentage of the basis cap not a percentage of the allocation, but he thinks in most cases
that should not be a problem. He said in terms of the penalties, he doesn’t think that anyone is
interested in penalizing developers that receive an award last year or this year. He said they all know
that they are in a very difficult market, so that he does not think they have to worry about anybody
being penalized for the current market conditions. He said where a penalty is necessary is from the
Round Two applications and going forward. The tiebreaker is based so much on the bond request that
there is an incentive to reduce the bond request, if one knows they can get a supplemental the day
after they get an award. He thinks that this helps take care of the issue about the current market
conditions and it should only be for future awardees not those who have received awards so far this
year or last year. To ensure developers are not gaming, negative points is probably too harsh, the
performance deposit is a good place to start but, in most cases, he thinks the performance deposit is
the least amount when construction loans close. He referenced Mr. Barker’s comment that developer
fees are often already ramped down to begin with, so when projects come in for supplementals they
no longer have that tool. He is opposed to reducing tiebreakers in future rounds yet acknowledged it
does seem to be the one tool that may have a significant impact. He acknowledged Mr. Sertich’s
comment, that the board would retain the discretion at any point after an award has been awarded to
come in and say “Look, we are not going to impose penalties in this situation because of market
conditions.” He said if you have significant penalties, he doesn’t think the committee needs to dictate
at the application stage the percentage of bonds that people are requesting. They will request what
they think they need. They are going to make sure, if there is a penalty, that they do not low-ball that
number because they do not want to be subject to the penalty. Mr. Stivers thanked the Committee for
its consideration.

Treasurer Ma asked for clarification that Mr. Stivers was in favor of the reduced tiebreaker.
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Mr. Stivers replied yes, that it would be the most effective and fair and would apply in all situations,
though he understands that is a sensitive matter.

Treasurer Ma stated that the others seem more punitive, but the tiebreaker affects them in the next
round to be competitive.

Mr. Stivers said yes, negative points would make them ineligible to get an award because they have to
have maximum points. The tiebreaker could be a big disincentive or if it is a small disincentive, it has
a marginal impact. He said the tiebreaker gives you the ability to size it to how you think it is
appropriate to what they issue.

Caleb Smith, representing the City of Oakland Housing Department said they do not have a particular
position on how this ought to be prepared, just that it is looked at systemically. He asked if there was
a rough estimate for the total amount of supplemental allocations that are being requested this year.

Ms. Burgos stated there is no way to gauge or to guess supplemental requests.

Mr. Roope, stated one other consideration to make things simpler for staff is to put a question in play
for any one project to commit not to request a supplemental allocation. He said that it might be easier
for staff to administer, and then sponsors can pick and choose what projects they think it is worth
making that commitment for, and if they are concerned about a project, they have flexibility and then
there is not the ongoing negative points to administer by staff. It would be on a project-by-project
basis, it would be in the resolutions, and it would simplify everything. He said what is being
experienced in the market is a quick and sudden shock with interest rate changes and inflation. The
crop of projects that are currently dealing with this issue are not really the same crop that are going to
be coming in for your next round. He said everybody is on notice now of the problems we have in the
market and for those applications coming in during August, they should be thinking about escalations
in their construction costs, and everything else to deal with these issues. There should be no more
surprises. He disagrees with the 55% measure but agrees there should some limitation on the initial
allocation request.

Darren Bobrowsky, representing USA Properties Fund, stated the reason developers and projects are
in this situation is two factors: 1) The sudden unforeseen shock with construction and interest rates to
projects, and 2) CDLAC’s policy to limit the bond cap to 55%. He said while this is a very good
intention of this policy, he does not think CDLAC could foresee, just like developers, this change in
the construction market. He states we are kind of partners in this together to thread between the 50%
and 55%. He said, unfortunately, due to inflation and other things mentioned, a lot of projects are in
dire straits. For projects that have already issued bonds, there is a significant cost to issue additional
bonds for supplemental issuance by the issuer. They are already being penalized for the projects that
closed.

Further penalizing developers seems to be doubling up on additional costs for projects that are already
suffering. He agreed that projects that have already received bond cap including those projects
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awarded today are in a different group and should not be penalized, since the idea of a supplemental
application was not proposed before these projects applied. They did not know that there was an
opportunity to game the system. They were just operating under the rules at that time. There should
not be any penalty for those projects. He said he agrees that for projects going forward in subsequent
rounds not allowing an increase in developer fee as costs go up over the original application. A lot of
projects are not going to be able to wait until the end of the year to see how much money is left over
in pools. He anticipates that $45 million is not going to be sufficient for projects that are already in
construction all the way through this round that was awarded today. He said the Committee should
survey the issuers of these projects to see what the intended applications will be for supplemental
bonds so that the committee can make an informed decision of how much potentiality there is and in
what pools in their July meeting. He thanked the Committee for considering the supplemental pool
and the process.

Rebecca Clark, CEO of Linc Housing, thanked CDLAC for consideration of a streamlined
supplemental application process and for the attention to detail that is taking place. She said this has
many potential unintended consequences. She said that between the application and now, incredibly
rapid increase in costs has truly impacted their project. A Linc national project was just approved in
the MIP set-aside pool was significantly impacted by market conditions. It has created a 50% problem
and a gap in the project. She said they appreciate consideration of this streamlined allocation process
and have three points: They support the idea of capping the eligible basis to 55% as opposed to going
to something up to 10% as that 10% would not work for them given the kinds of increases they have
seen. It would not get them to where they need to be on the 50% test. She said she thinks it was Mr.
Roope that mentioned that they would then be in a double bind if this were to happen. They also
support the splitting of the supplemental pool to various set-asides from the specific buckets. This
seems fair given that they all went into a separate set-aside to begin with. Regarding penalties, she
said that Mr. Bobrowsky made the point that they had no way of knowing that this was all going to
happen, nor would they have had the opportunity to apply for a supplemental application, so they
clearly did not go into this looking to game the system. She said they can certainly prove this as they
go through a process. She said she does not like the idea of the negative points but rather if they had
to do something that really counts on them to lose the allocation that they take to really be honest
about what do they really need as they start to refine their costs now as they are getting closer to that
point of closing. She thanked the Committee for their time for bringing up this important issue and
said that they would also be speaking to the Tax Credit Committee about the other side of the coin of
state credits and looks forward to hearing how that lands.

David Iskowitz, with Hope Street Development Group stated that they have two projects that are mid-
construction right now and he wished to reiterate what some others have already said. They are in a
very unique position, in the sense that they have units that can actually be on-line in days or months.
They are essentially being held off-line because they need certainty that they are able to meet the 50%
test. They are in a very different category from projects that are in construction. While he appreciates
the idea of creating separate pools and separate buckets, and that people applied in specific buckets
during the course of this past year, he said their projects in particular applied in the year before last
year. The buckets that their projects applied for no longer exist today. They were not set up to
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compete with the current process and it would be absolutely catastrophic if they missed their 50% test
for that sort of technical reason. He urged everybody to allow this to be put to staff to make the
judgements calls as to which projects have completed what they actually need. He said the other
serious concern for their types of projects is the timing that it takes to actually get the application
through, in as much as these are projects that are ready to be placed in service, they need an
application process that actually works for a project that is already done. He said that the full
application or something close to a full application would keep these units off-line.

Ms. Burgos said a motion was not needed and that CDLAC is looking for guidance from the
Committee so they can form the recommendations that are going to be made in the regulations at the
next meeting.

Treasurer Ma asked each Committee member to give their feedback.

Mr. Sertich stated it is important to have some sort of commitment on the original, as a percentage of
the original bond amount in terms of what they are going to approve over the counter. He said there
should be limits for pre-issuances as to how much they can request, as it is almost like a new project
and would need to be run through the competition. He stated CDLAC is on the right track with all
that was discussed.

Ms. Miller asked for clarification on whether Mr. Sertich meant bond allocation amount or eligible
basis and if he was not suggesting a percentage of the allocation amount, in terms of how CDLAC is
writing a regulation as to how to determine what the supplemental is, that could be based on the
eligible basis to get a project up to 50 or 55%.

Mr. Sertich said no, the eligible basis is changing and thinks that there should be a maximum amount
based on the original bond allocation. He gave an example that the supplemental applies; if a project
comes in for $10 million because their original cost is $19 million, original basis, and their basis goes
up to $30 million. Now, they need to increase their bond amount to $15 million, which is a huge
increase in the bond amount that they shouldn’t agree with. They already have the maximum bond
allocation of 55%, so it is already in there. They could lower that for supplemental if they wanted to,
55% is already in there and that it is really limiting the additional amount and managing exceptions
on a one-off basis. He said he expects that most of these will be able to work through the streamline
process. He said that post issuance projects become trickier.

Mr. Burgos clarified it would be a percentage of the eligible basis but not to exceed a certain
percentage of the original ask for the over the shelf process and that they potentially would be
bringing supplemental requests to the committee if they are exceeding that amount.

Mr. Sertich agreed and said especially for the post issuance projects as those become trickier.

Ms. Miller said she agreed and the only other thing that she would oppos to is assessing negative
points based on a supplemental request.
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Ms. Ferguson said she already expressed her concerns.

Ms. Burgos said CDLAC would also present recommendations for funding the supplemental
allocation pool, outside of the regulations.

Treasurer Ma asked if fees for reviewing supplementals were needed.
Ms. Burgos stated that there is a fee in the regulation, that is $600.

Treasurer Ma said if projects are going to get a supplemental award that it needs to be for reasons not
anticipated, and they shouldn’t get a supplemental award and also be competitive for the next round.
She suggested adjusting the tiebreaker, to create balance with those that did not need the
supplemental award yet are competing against those same developers in the next round.

Ms. Robles thanked Emily for all the hard work she put into this and acknowledged that Mr.
Navarrette was given accolades earlier. She informed the Committee that the instant the Committee
voted yes on the QRRP projects, Mr. Navarrette sent her all 68 resolutions to sign. She also thanked
the committee for all this great feedback because in order to get these supplemental allocations going,
they need to get this into the regulations. She said CDLAC plans on bringing these regulations to the
committee on July 20, 2022. She said CDLAC is grateful for all the feedback to hear it is generally
unified.

Ms. Ferguson said there were important comments about this round. She said the first round and
previous rounds are different than the next round, for those in the market, as they know what’s
happening and structuring their deals for it. She said she assumes the regulations will take that into
consideration.

This is not an action item.

8. Public Comment
There was no public comment.

9. Adjournment
The meeting was adjourned at 2:48 p.m.
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CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE

Exempt Facilities Program Round 2
Preliminary Recommendation List

Carryforward
App. No. Applicant Project Name Bond Request Applied 2022 Allocation

Round 2 Allocation $245,866,666

22-105 |California Pollution Control Financing Authority Atlas Disposal Industries, LLC $6,125,000 SO $6,125,000
Williams Aymium Production

22-102 |California Municipal Finance Authority Facility $45,600,000 SO $45,600,000
Claude “Bud” Lewis Carlsbad

22-104 |California Pollution Control Financing Authority Desalination Plant $194,000,000 SO $194,000,000

Remaining allocation being rolled into Round 3

$141,666




Application No. 22-105

THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE

July 20, 2022
Staff Report

REQUEST FOR A QUALIFIED PRIVATE ACTIVITY BOND ALLOCATION FOR AN
EXEMPT FACILITY PROJECT

Prepared by: Anthony Wey

Applicant: California Pollution Control Financing Authority
Allocation Amount Requested: $6,125,000
Project Information:
Name: Atlas Disposal Industries, LL.C

Project Addresses:

Project Cites, Zip Codes:

3035 Prospect Park Drive, #40; 8565 Unsworth Avenue; 8547
Unsworth Avenue; 8545 Unsworth Avenue

Sacramento, 95828

County: Sacramento
Project Sponsor Information:
Name: Atlas Disposal Industries, LLC
Address: 3035 Prospect Park Drive #40
Principals: Dell Loy Hansen, Dave Sikich, Nick Sikich, Steven Bruce, Joel
Larson, Robin Stuhr
Contact: Dave Sikich
Phone: (916) 455-2800
Project User Information:
Name: Same as Project Sponsor
Address: Same as Project Sponsor
Contact: Same as Project Sponsor
Phone: Same as Project Sponsor

Project Financing Information:

Bond Counsel:
TEFRA Hearing Date:

Orrick Herrington & Sutcliffe
July 18, 2022

Project Sponsor's Principal Activity:

Acquiring waste containers and CNG powered waste collection vehicles.

First Tier Business (Yes/No):

Yes

Regulatory Mandate (Yes/No):

Yes



Application No. 22-105

Details of Project Financing

Sources of Funds:
Tax-Exempt Bond Proceeds 6,125,000
Other Sources (Authority Contribution) 183,000
Total Sources $ 6,308,000

@ L

Uses of Funds:
Acquisition/Installation of New Equipment 6,002,500
Bond Issuance Expenses (Including Discount) 305,500
Total Uses $ 6,308,000

& A

Description of Proposed Project:
Atlas Disposal Industries intends to acquire waste containers and CNG powered waste collection vehicles as
additions to its current fleet. The vehicles will be housed at either or both project locations from time to time
and used to service the applicant's customers throughout Sacramento County. An Electric Vehicle (EV)
Charging Station is to be added for anticipation the future needs to be able to be in a position to charge new
EV vehicles.

Environmental Impact:

1) Air Quality:
The majority of the project involves the purchase of CNG-fueled waste collection trucks. The use of
CNG as a fuel will eliminate particulate matter as compared to the operation of other fossil fuels. A
portion of funds will be used to construct an EV Charging Station.

2) Water Quality:

The use of CNG as a fuel will minimize the particulate matter generated and consequently will minimize
surface water contamination that generally finds its way into the Sacramento River and area ground
water.

3) Energy Efficiency:
The use to CNG vehicles helps reduce dependence upon other fossil fuels and has a lower carbon
footprint.

4) Safety and Compliance:
The Project Sponsor is in compliance with all State and Federal regulations. The Project also specifically
addresses the concern of the Sacramento Metropolitan Air Quality Management District in its efforts to
reduce air pollution.

5) Consumer Costs Savings and Efficiencies:
Cost of capital is an integral part of the Project Sponsor's rate structure and this financing will allow the
Project Sponsor to minimize future rate increases.




Application No. 22-105

Local Government Support:
The Applicant provided a letter of support from the government entity where their company is currently
located.

Legal Questionnaire:
No information was disclosed that raised any question regarding the financial viability or legal integrity of
the Project Sponsor.

Recommendation:
Staff recommends approval of $6,125,000 in tax exempt bond allocation.



Application No. 22-102

THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE

July 20, 2022
Staff Report

REQUEST FOR A QUALIFIED PRIVATE ACTIVITY BOND ALLOCATION FOR AN
EXEMPT FACILITY PROJECT

Prepared by: Anthony Wey

Applicant: California Municipal Finance Authority
Allocation Amount Requested: $45,600,000
Project Information:
Name: Williams Aymium Production Facility
Project Addresses: 6229 Myers Road
Project Cites, Zip Codes: Williams, CA 95987
County: Colusa

Project Sponsor Information:

Name: California Renewable Carbon, LLC (d/b/a Aymium)
Address: 6229 Myers Road
Principals: Douglas D. Rohall, CFO
Contact: Douglas D. Rohall
Phone: (781) 893-1841
Project User Information:
Name: Same as Project Sponsor
Address: Same as Project Sponsor
Contact: Same as Project Sponsor
Phone: Same as Project Sponsor

Project Financing Information:

Bond Counsel:
Underwriter:
TEFRA Hearing Date:

Orrick Herrington
Morgan Stanley
June 10, 2022

Project Sponsor's Principal Activity:

Converting biomass waste into a "green" purified carbon.

First Tier Business (Yes/No):

Yes

Regulatory Mandate (Yes/No):

No



Application No. 22-102

Details of Project Financing

Sources of Funds:
Tax-Exempt Bond Proceeds $ 115,000,000

Other Company Sources $ 68,850,000
Total Sources $ 183,850,000
Uses of Funds:
Acquisition of Land $ 6,950,000
Fees/Other Charges Related to Sale $ 200,000
Rehabilitaion of Existing Buildings $ 3,500,000
Site Preparation $ 5,000,000
Utilities Connection $ 500,000
Acquisition/Installation of New Equipment $ 131,250,000
Engineering/Architecture $ 15,000,000
Legal, Permits, etc. $ 7,000,000
Bond Issuance Expenses (Including Discount) $ 3,450,000
Interest During Construction $ 7,300,000
Other $ 3,700,000
Total Uses $ 183,850,000

Description of Proposed Project:

Williams Aymium Production Facility will convert biomass waste into a "green" purified carbon to be used
in a number of commercial applications as a replacement for coal or other fossil-based products. Biomass is
pre-processed, dried, pyrolized into carbon, then formed into pellets or other forms for sale to commercial
users. CRC's Williams facility will also generate excess renewable electricity that will sell into California's
power grid. The project will produce activated carbon, as a non-coal based media for air, water, and other
purification applications.

Additional information: This is Williams Aymimium Production Facility's second application for 2022 State
Ceiling on Qualified Private Activity Bonds. The first application was approved on April 27, 2022 by
CDLAC for the Project to use $69,400,000.00 of 2021 carryforward allocation. The second application is an
additional request for $45,600,000.00 tax-exempt bond allocation. If approved, the total of tax-exempt bond
proceeds for the project is $115,000,000.

Environmental Impact:

1) Air Quality:
Aymium's Williams facility will consume nearly 1 million tons of waste biomass annually. Use of this
waste stream will eliminate air pollution equivalent to 300,000 vehicles annually.

2) Energy Efficiency:
The majority of biogas generated from Aymium's production process will be used to generate renewable
electricity. Aymium's biogas can also be used to produce "green" hydrogen substituting for hydrogen use
in a variety of industrial processes.

3) Recycling of Commodities:
Aymium's current facility in Marquette, MI has been fully compliant with all environmental and safety
requirements and has had zero environmental compliance issues in over 10 years of operation.



https://45,600,000.00
https://69,400,000.00

Application No. 22-102

Local Government Support:
The Applicant provided a letter of support from the government entity where their company is currently
located.

Legal Questionnaire:
No information was disclosed that raised any question regarding the financial viability or legal integrity of
the Project Sponsor.

Recommendation:

Staff recommends approval of $45,600,000 in tax exempt bond allocation.



Application No. 22-104

THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE

July 20, 2022
Staff Report

REQUEST FOR A QUALIFIED PRIVATE ACTIVITY BOND ALLOCATION FOR AN
EXEMPT FACILITY PROJECT

Prepared by: Anthony Wey

Applicant: California Pollution Control Financing Authority
Allocation Amount Requested: $194,000,000
Project Information:
Name: Claude "Bud" Lewis Carlsbad Desalination Plant
Project Addresses: 4590 Carlsbad Boulevard
Project Cites, Zip Codes: Carlsbad, CA 92008
County: San Diego

Project Sponsor Information:

Name: Poseidon Resources (Channelside) LP
Address: 5780 Fleet Street, Suite 140
Principals:  Sachin Chawla
Contact:  Sachin Chawla
Phone: (760) 655-3993
Project User Information:
Name: Same as Project Sponsor
Address: Same as Project Sponsor
Contact: Same as Project Sponsor
Phone: Same as Project Sponsor

Project Financing Information:

Bond Counsel:

Underwriter:

Credit Enhancement Provider:
Private Placement Purchaser:
TEFRA Hearing Date:

Orrick, Herrington & Sutcliffe LLP

Morgan Stanley

BofA Securities, Inc.; Bank of America, N.A.
N/A

May 20, 2022

Project Sponsor's Principal Activity:

Operating a reverse osmosis seawater desalination plant and associated water delivery pipeline.

First Tier Business (Yes/No):

No

Regulatory Mandate (Yes/No):

No



Application No. 22-104

Details of Project Financing

Sources of Funds:

Tax-Exempt Bond Proceeds $ 194,000,000
Other Company Sources $ 17,741,350
Total Sources $ 211,741,350
Uses of Funds:
Site Preparation $ 22,564,700
Utilities Connection $ 68,434,149
Acquisition/Installation of New Equipment $ 24,804,800
Engineering/Architecture $ 11,626,600
Legal, Permits, etc. $ 8,790,300
Bond Issuance Expenses (Including Discount) $ 7,542,289
Interest During Construction $ 12,775,537
Refinancing of Exhisting Loans $ 45,100,904
Reserve Account Funding $ 10,102,071
Total Uses $ 211,741,350

Description of Proposed Project:
The Carlsbad Desalination Plant (CDP) consists of a reverse-osmosis seawater desalination plant and
associated water delivery pipeline with a daily drinking water production average capacity of 50 million
gallons per day. The CDP provides San Diego County with a locally-controlled, drought-proof supply of high-
quality potable water that meets or exceeds all state and federal drinking water standards. The CDP also
incorporates the best reverse osmosis desalination technology at the time of its construction, as well as cutting
edge energy recovery devices, to help mitigate its energy requirements.

Environmental Impact:

1) Air Quality:
Through its Energy Minimization and Greenhouse Gas Reduction Plan Poseidon Resources
(Channelside) has committed to offset the net indirect GHG emissions associated with the CDP's
operations, thus improving air quality.

2) Water Quality:

The Carlsbad Desalination Plant provides various water agencies with reliable, drought-resistant water
supply that provides high technology, biotechnology, agriculture, tourism and other water-dependant
industries the reliable water supply needed for their businesses. With a new permanent intake system, the
drinking water is high quality and can be purchased from the San Diego County Water Authority.

3) Consumer Costs Savings and Efficiencies:
The desalinated water is delivered to water agencies under a long-term agreement at a price not to exceed
the price the agencies would have otherwise paid for their water. In addition, the Calsbad Desalination
Plant is anticipated to potentially save the various water agencies hundreds of millions of dollars on the
cost of water over the 30-year life of the Water Purchase Agreement.




Application No. 22-104

Local Government Support:
The Applicant provided a letter of support from the government entity where their company is currently
located.

Legal Questionnaire:
The applicant disclosed 2 items of concern. One dated from December 11, 2019 and the other February 11,
2022. See legal memo for more information.

Recommendation:

Staff recommends approval of $194,000,000 in tax exempt bond allocation.
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Adoption of Emergency Regulations



STATE OF CALIFORNIA
OFFICE OF THE TREASURER
CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE

REQUIRED NOTICE OF PROPOSED EMERGENCY ACTION
(Cal. Code Regs, Title 1, Section 48)

Government Code section 11346.1, subdivision (a)(2) requires that, at least five working days
prior to submission of the proposed emergency action to the Office of Administrative Law
(OAL), the adopting agency provide a notice of the proposed emergency action to every
person who has filed a request for notice of regulatory action with the agency. The
Committee has provided that notice to all such persons at least five days before submitting
the emergency regulations to the Office of Administrative Law by virtue of the proposed
Emergency Action being on the agenda of November 17, 2021, Committee meeting. Upon
receiving the proposed emergency regulation, OAL shall allow interested persons five (5)
calendar days to submit comments on the proposed emergency regulations as set forth in
Government Code section 11349.6

FINDING OF EMERGENCY

Pursuant to Section 8869.94 of the California Government Code (the “Code”), the regulations
being amended by the California Debt Limit Allocation Committee (the “"Committee”) as
emergency regulations (the “Emergency Regulations”) are, by legislative mandate, necessary
for the immediate preservation of the public peace, health and safety, and general welfare.

Pursuant to Government Code section 11346.5(a)(3)(D) the Committee must provide “An
evaluation of whether the proposed regulation is inconsistent or incompatible with existing
state regulations.” During bond allocation processes during the last twelve months, CDLAC
received numerous comments from applicants regarding specific existing regulations. After
performing an internal examination and search on specific regulations on this topic CDLAC
concluded these regulations are neither inconsistent nor incompatible with existing state
regulations.

The California Debt Limit Allocation Committee has complied with the requirements to provide
notice of proposed rulemaking action pursuant to Government code section 11346.1(a) (2).

AUTHORITY AND REFERENCE

Authority: Section 8869.94, California Government Code. Section 8869.94 of the Code
authorizes the Committee to adopt regulations relating to an allocation system to administer
the state unified volume celling as emergency regulations and instructs the Office of
Administrative Law to consider such regulations to be “necessary for the immediate
preservation of the public peace, health and safety or general welfare.”

Reference: California Government Code Sections 8869.80-8869.94 8869.82, 8869.84,
8869.84(c), 8869.85(a), 8869.85(b), and 8869.87.
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INITIAL STATEMENT OF REASONS/ INFORMATIVE DIGEST
INTRODUCTION

CDLAC was established by Chapter 943, Statutes of 1987, in response to the Federal Tax
Reform Act of 1986, which placed a cap on the volume of tax-exempt private activity bonds
that could be issued within a state in a calendar year.

CDLAC is the sole entity responsible to allocate tax-exempt private activity bond volume cap
authority for the State of California through a variety of programs including multifamily housing,
single-family housing, tax-exempt facilities, and industrial development bonds. Private Banks or
investors purchase the bonds and since the investment is tax exempt, they require a lower
level of return and can accordingly loan resources to a project owner/developer for below
market interest rates which results is cost savings to the project. This financing method is usually
the only way for a housing developer to make an affordable housing project financially
feasible.

Each year CDLAC calculates volume cap for tax-exempt debt to be issued for private projects
based on IRS guidelines. CDLAC's programs are primarily used to finance affordable housing
developments for low-income Californians, build solid waste disposal and waste recycling
facilities, and to finance industrial development projects. Federal law limits how much tax-
exempt debt a state can issue in a calendar year. This cap is determined by a population-
based formula pursuant to a Revenue Procedure published annually by the Internal Revenue
Service. The volume limit on qualified private activity bonds adjusted for inflation for calendar
year 2021 and 2022 was $110 multiplied by the state’s prior year estimated population. The U.S.
Bureau of the Census releases the most recent resident population estimate before the
beginning of each calendar year. For the last two calendar years the State Volume Cap for
which CDLAC is responsible to allocate has been over $4.3 billion.

PROBLEM STATEMENT

In 2019, Assembly Bill 101 passed, appropriating $500,000,000 to the California Tax Credit
Allocation Committee (CTCAC) for award to specified low-income housing projects. Those tax
credits are dependent on the applicant’s successful award of tax-exempt bond allocation
from CDLAC. This created a demand for bond allocation that far exceeds the annual volume
cap. A Demand Survey is conducted annually fo measure the variety, number of requests and
funding amounts to expect during the following year. The Demand Survey conducted in 2020
for the 2021 volume cap year revealed a demand for Private Activity Bond Projects totaling
$11,196,290,227, resulting in an oversubscription of 2.58 times more than the available
$4,330,488,580 volume cap for 2021. The Demand Survey conducted in 2021 for the 2022
volume cap year revealed a demand for Private Activity Bond Projects totaling
$13,218,510,710, resulting in an oversubscription of more than 3 times more than the available
$4,316,161,960 volume cap for 2022.

As aresult, it was necessary for CDLAC to develop and implement a competitive system to

provide equitable distribution of Bond Allocation throughout California. Through an intense
effort, Emergency Regulations were adopted, and an entirely new joint application was
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created to align the CDLAC application with the CTCAC application. As the competitive
process continues, affordable housing stakeholders and local governments, as well as the
State Controller’s Office, the Governor’s Administration, and the Treasurer’s Office that make
up the CDLAC Committee apply pressure to CDLAC to create more efficient, competitive
processes, which in turn creates additional regulations and builds on the complexity and
multitude of rules to calculate when reviewing the applications. The amendments proposed
by this promulgation will assist the Committee to meet those goals

LIST OF REGULATIONS TO BE MODIFIED

Title 4, Section 5000. Definitions

Title 4, Section 5020. Determination of State Ceiling Pools

Title 4, Section 5022. Geographic Apportionments

Title 4, Section 5035. Preliminary Recommendations

Title 4, Section 5036. Appeals to Preliminary Recommendations
Title 4, Section 5052. Forfeiture of Performance Deposit

Title 4, Section 5054. Filing Fees

Title 4, Section 5100. Program Expiration Dates

Title 4, Section 5105. Reversion to Committee

Title 4, Section 5133. Use of Carryforward

Title 4, Section 5144. Annual Applicant Public Benefits and On-Going Compliance
Title 4, Section 5146. Disquadlification

Title 4, Section 5170. Definitions

Title 4, Section 5190. Readiness

Title 4, Section 5193. Debt Service Coverage Ratio

Title 4, Section 5200. Minimum Requirements — Market Study
Title 4, Section 5230. Evaluation Criteria

Title 4, Section 5231. Ranking

Title 4, Section 5240. Supplemental Allocation Process

Title 4, Section 5241. Realignment of Expiration Dates

SPECIFIC PURPOSE OF, AND RATIONALE FOR, EACH PROPOSED AMENDMENT

Section 5000. Changes to “Competitive Application Process.” The final sentence of this
definition is being removed as it does not add substance to the definition. The process for staff
to identify and for applicants to resolve and/or appeal deficiencies in the application are
outlined in section 5035 and 5036.

Section 5000. Adding a definition for a new Pool to be established for the Supplemental
Allocation Pool outlined in Section 5020(a)(6).

Section 5020(a)(1)(A)(ii). This change is a non-substantive clarifying change to the Extremely
Low/Very Low Income Pool. First, “public funds” is defined in CTCAC section 10325(c)(?)(A)(i).
Second, the opportunity mapping resource area of Moderate (Rapidly Changing) was
previously classified as an area of opportunity but was discontinued due to its lack of reliability
in predicting whether a Moderate Resource Area would soon become a High Resource Area.
Since (1) the Moderate (Rapidly Changing) designation is included in past opportunity maps,
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(2) past maps are accepted in relation to site control tfiming, and (3) CDLAC and CTCAC are
no longer accepting the designation, the term should be removed from CDLAC regulations.

Section 5020(a)(6). This change establishes a Supplemental Allocation Pool. Prior to CDLAC's
oversubscription, Supplemental Allocation was simply requested and awarded to projects
needing additional allocation to meet the IRS 50% test. As tax-exempt bond allocation
continues to be in short-supply in comparison to demand, a separate pool is needed to
manage the Supplemental Allocation requests for Qualified Residential Rental Projects. This
separate pool ensures that projects continue to move forward and are not delayed or
permanently stalled due to rising costs.

Section 5022. The tiebreaker proposed for Section 5231 includes a rent savings benefit based
on the county’s Fair Market Rent (FMR). To minimize geographic allocation disparities that
may result from large disparities in FMRs within a region, the proposed language makes a
number of changes to the regions by regrouping some counties with outlier FMRs and
consequently adjusts the percentage of apportionment for the Coastal Region and the
Northern Region.

Section 5035. Additions and deletions to this section additionally clarify the notice and appeal
processes for both the application review and the preliminary recommendations. No
procedural changes are being made, all edits are for clarity.

Section 5036. Additfion to this section clarifies that the referenced appeal process for the
published preliminary recommendation list and not the appeal process for application
deficiencies references in 5035.

Section 5052. The deletion of 5250 (f) is necessary to align with changes proposed in 5231
prohibiting the allocation of bonds to projects that are not scheduled for a tax credit award.

Section 5054. Additions to this section are to clarify the requirement of a fee for the review of
applications to retain a Difficult Development Area/Qualified Census Tract (DDA/QCT)
designation. This fee is not new, but instead being listed separately to avoid confusion.
Deletions in this section are to remove over specificity with regards to fee payment and offer
flexibility to staff to implement more technologically relevant payment methods in the future,
and re-number due to the addition of (c).

Section 5100. The deletion in this section streamlines the process of assigning expiration dates.
By delegating the authority to the Executive Director instead of random drawing, expiration
dates can be thoughtfully spread between issuers and align with tax credit deadlines. The
addition to this section allows for a third issuance deadline should a majority of the year's
available allocation be assigned in a single round. In this case, it will be extremely difficult for
lenders, investors, fitle companies, bond counsel and other practitioners to close the financing
on such a high volume of tfransactions. Adding a third expiration date in such a situation will
help alleviate this pressure and increase likelihood of successful bond closures.

Section 5105. The addition to the section clarifies that it is the issuance deadline that expires,
not the Allocation. It also clarifies that bond allocation authority that subsequently is not fully
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utilized be treated differently depending on whether the allocation is a reversion of current
year allocation or a carryforward of prior year allocation.

Section 5133. 26 U.S. Code § 146 ()3 (A) and (B) describes how bond issuers must retain and
apply carryforward allocation of a state’s volume cap. This change addresses how CDLAC
applies that carryforward in addition to but in accordance with those rules. During times of
over subscription, it is important to ensure prior year carryforward is applied to projects in a fair
and consistent manner, that does not circumvent the competitive ranking process. This
provision would adjust the procedure by which CDLAC would allow the application of
carryforward allocation to newly funded projects in a targeted and intentional manner. This
will allow the Committee to ensure net effect of the carryforward further progresses the
housing goals of the State.

Section 5144. This change is further clarifying the correct reference material and removing
requirement that does not align with that manual and the current process and requirements.

Section 5146. This addition gives the Committee authority to disqualify an application if the
parties involved have a documented history of violating fair housing laws, further protecting
the scarce resources of the State.

Section 5170. The deletion in this section is removing a forward perspective from the “BIPOC
Entity” requirement.

Section 5170. The addition to “Community Revitalization Area” requires that the designated
area be a part of a “*Community Revitalization Plan” to be considered a “*Community
Revitalization Area.” This requirement ensures that in addifion to the previous requirement that
investment by the local community has also been made in the area. This increases the likely
success of the project and elevates the area in which the development is being built. Thus,
creating a better environment for future tenants.

Section 5170. The definition of “Community Revitalization Plan” is being expanded to increase
specificity and reduce the ambiguity of the deleted definition. This term is proposed as a result
of changes to section 5231 requiring that all projects seeking the tiebreaker community
revitalization benefit be located in a Distressed Area for which a Community Revitalization Plan
has been adopted and efforts specific to the plan have occurred.

Section 5170. “Other Rehabilitation Project” is being cleaned up to standardize language in
order to add clarity and reduce confusion.

Section 5170. “Permanent Supportive Housing” is being added so that projects that meet this
definition receive incentive in the tiebreaker and the Affirmatively Furthering Fair Housing
(AFFH) point category outlined in section 5230. This definition also aligns requirements for units
designated for homelessness households with the Housing and Community Development’s
Multifamily Housing Program guidelines.

Section 5170. “Preservation Project” is being altered to remove projects with rental assistance
confracts that have a remaining duration of more than five years. In December 2021, the
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Committee determined that these projects are not at risk of conversion to market rate rentals
in the short- or medium-term and should compete in the Other Rehabilitation Pool.

Section 5190. Additions to section 5190 requires the Project Sponsor and Developer to disclose
any investigations of their work related to fair housing. This addition aids the Committee in
exercising its authority in section 5146.

Section 5193. The addition in this section reduces confusion and aligns with CTCAC's debt
service coverage requirements as it relates to the joint application.

Section 5200. The deletion in this section is fo remove unrequired barriers and provide
additional opportunity for rural development, as well as align with CTCAC's current
requirements. Re-numbered as a result of the deletion.

Section 5230(b). Changes to this section separate the point scoring for Other Rehabilitation
Projects and Preservation Projects to increase clarity and reduce confusion since they have
different criteria and are awarded in separate pools.

Section 5230(c). The additions to this section are to more clearly outline the original intent of
the section by indicating that each criteria in (1) is independent of itself by specifying “or”.

Section 5230(f). The deletion in this section removes ambiguous language that is not required
and is already satisfied through the application review process.

Section 5230(i). The additions in this section require that at the time of application projects
show the ability to start construction within 180 days of bond allocation, but clarify that should
allocation be awarded, the frue readiness deadline will align with the issuance deadline of the
bond as indicated in Section 5100(b) (3)(i). Without this alignment, relief to the industry of the
staggered bond issuance deadlines is lost. This section also separates the rescission of bond
allocation for failure to meet the deadlines and the negative point penalties that may be
imposed.

Section 5230(j). The changes to this section serve two purposes: 1. move site amenity scoring to
its own section; and 2. once 50% of bonds in a pool or set-aside are awarded to ten point
projects, remaining projects in that pool or set-aside would receive only nine maximum poinfs.
This has been referred to as a “soft cap.” Any further developments in higher resource areas
would remain eligible to compete with all remaining applications but would no longer have
the advantage of the additional point.

Section 5230(m). Previously, site amenity points were embedded in the Affirmatively Furthering
Fair Housing point category, and specified projects in higher opportunity areas received full
points even when ineligible for any site amenity points. To ensure a degree of access to site
amenities for projects in all locations, the proposed changes separate site amenities into a
separate point category. This new category continues to have a maximum ten-point score
and to use the CTCAC site amenity scoring criteria, with the exception that specified projects
in higher opportunity areas are allotted three opportunity area site amenity points instead of
the seven awarded under the CTCAC scoring criteria. scale.
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Section 5230(n)(1)(B). The deletion to this section removes a loophole that inhibits the
Committee’s ability to assess negative points, in certain situations, if bonds are not issued. This
deletion honors the intent of this section at drafting. The deletion of section 5230(n)(4) removes
an unnecessary and ambiguous provision.

Section 5231. The addition in the Ranking prelude restricts the award to bond allocation to
projects that are either not requesting State Tax Credits or are requesting State Tax Credits that
are also scheduled to be awarded to them. Previously, projects were able to be awarded
bond allocation even if they were not being awarded the requested State Credits. This
resulted in over $400 million in bond allocation that was returned and needed to be re-
awarded, further delaying the construction of new affordable housing projects. This change
will prohibit the award of bond allocation to projects that are not scheduled to receive the
requested State Tax Credits.

Section 5231(e). The proposed change to this section alters the priority within the Homeless Set-
aside to benefit projects with 45% or more homeless units, as opposed to the previous 100%.
This will provide additional flexibility fo developers while sfill incentivizing a significant
percentage of homeless units in projects receiving awards in this set-aside. The previous 100%
requirement created a barrier to affordable housing development, not allowing for example a
project with a percentage of homeless units along with a percentage of special needs units.
Additionally, CDLAC is appropriately referencing the CTCAC section to honor the intent of the
requirement.

Section 5231(e)(3) and (4). The deletions in these sections allow Rural New Construction
projects to be allocated from surplus allocation at the end of the year, thus removing this
barrier to rural housing development. The final deletion in section 5231(e)(4) removed an
unnecessary and ambiguous item.

Section 5231 (f). The changes in this section clarify and revise the parameters required in order
to award a lower raking project over a higher ranking one when there is not enough
allocation available to award the higher ranking project. This is known as skipping. In 2021, the
CDLAC regulations did not allow skipping during Round 1, but did allow skipping without the
currently proposed parameters in Rounds 2 and 3. Both processes had pitfalls and drew
criticism. The proposed skipping process allows for skipping, but within certain limits and is a
more moderate and measured approach than before without prohibiting skipping altogether.

Section 5231(g). The changes to the CDLAC tiebreaker in this section seek to capture a ratio of
measured resources (bonds and tax credits) to public benefit. The Committee met multiple
fimes in late 2021 and narrowed down the public benefit criteria to a combination of:
production benefit; rent savings benefit, population benefit, and location benefit. This formula
represents the culmination of hours of meetings (and hundreds of pages of minutes) and hours
of public comment and engagement. In concept, this new tiebreaker measures public benefit
per dollar of specified, adjusted state resources, incentivizing projects with the greatest
impact. The public benefit numerator is comprised of the following five components, each as
explained below:

e a unit production benefit, adjusted for bedroom sizes;
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e 2) al15-yearrent savings benefit, with an assumed 30% Area Median Income (AMlis a
HUD report and calculation) for all units with rental assistance and a cap on benefits
when non-rental assistance units achieve an average 40% AMI targeting;

e 3) a benefit for each Extremely Low Income (ELI is a HUD report and calculation) unit;

e 4) a population benefit for each special needs or veteran unit, unless the unit is
receiving a highest or high resource area opportunity benefit;

e 5) a multi-layered location benefit: a fiered opportunity benefit for large family and
special needs projects in highest, high, or moderate resource areas, a community
revitalization benefit, and transit and walkability benefit options, including a benefit for
projects with Affordable Housing and Sustainable Communities (AHSC) or Transient-
Oriented Development (TOD) funding.

The state resource denominator includes tax-exempt bonds under the state ceiling and state
tax credits and is adjusted for prevailing wages, Type | or lll construction, and by the statewide
basis delta weighted at 25% of its current weighting.

Section 5240. Changes to this section remove an outdated process for requesting
Supplemental Allocation and allow the Committee to delegate authority to the Executive
Director to award Supplemental Allocation. This authority allows projects to keep moving
forward and in compliance with the IRS 50% test during times of rapid inflation and market
volatility. The addition of the Supplemental Allocation Pool in section 5020 was added to
accommodate this authority.

Section 5241. The deletions in this section create an alignment of expiration dates on
Supplemental Allocations that will be the same during a Competitive or Open Application
process. This will provide consistency.

ECONOMIC IMPACT ASSESSMENT

The proposed regulation changes pertain to program eligibility, project scoring and ranking,
and administrative issues relating to the allocation of tax-exempt bonds for Qualified
Residential Rental Projects (affordable housing projects). The proposed changes are to ensure
limited tax-exempt bond allocation is awarded competitively to projects most aligned with the
States affordable housing goals and targets and to encourage the construction and
rehabilitation of low-income housing developments to alleviate the State’s housing crisis and
its disproportionate impact on underserved communities. Application for tax-exempt bond
allocation is discretionary and not required to construct affordable housing. Neither the
proposed revisions nor the CDLAC Regulations require any person or entity to take any action,
make any monetary expenditure, or refrain from taking any action or making any expenditure.

CDLAC is unaware of any reason awarding bond allocation would result in the elimination of
jobs. Tax-exempt bond allocation Qualified Residential Projects will only sustain the need for
California’s construction workforce. There are no provisions within the proposed regulations
which place additional burdens, obligations, or expenses on existing businesses.

CDLAC has concluded that it is unlikely that the proposal will (1) eliminate any jobs, (2) create
any jobs, (3) create any new businesses, or (4) eliminate any existing businesses or result in the
expansion of businesses currently doing business within the state.
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LOCAL MANDATE DETERMINATION
The proposed regulation does not impose a mandate on local agencies or school districts.
ALTERNATIVES THAT WOULD LESSEN THE ADVERSE ECONOMIC IMPACT ON SMALL BUSINESS

There were no alternatives proposed to the Committee that would lessen any adverse
economic impact on small businesses.

ALTERNATIVES DETERMINATION

The Committee determined that no alternative it considered or that was otherwise identified
and brought to its attention would be more effective in carrying out the purpose for which the
regulation is proposed, would be as effective and less burdensome to affected private
persons than the adopted regulation, or would be more cost effective to affected private
persons and equally effective in implementing the statutory policy or other provision of law.

The amendments adopted by the Committee are the only regulatory provisions identified by
the Committee that accomplish the State’s goal of increasing the units of affordable housing
for underserved communities by leveraging Federal tax-exempt bond allocation. No other
alternatives were proposed or otherwise brought to the Committee’s attention.

ANTICIPATED BENEFITS

The benefits derived by these proposed regulations include the fair, efficient, and equitable
administration of the Qualified Residential Rental Project (QRRP) Program in compliance with
state and federal law.

OTHER REQUIRED DISCLOSURES
Studies, Reports, or Documents Relied Upon (Gov. Code §11346.2(b)(3)): None.

Reasonable alternatives that would be less burdensome and equally effective (Gov. Code
§11346.2(b)(4)(A)): None.

Reasonable alternatives that would lessen the impact on small businesses (Gov. Code
§11346.2(b)(4)(B)): None.

Evidence relied upon to support the initial determination that the regulation will not have a
significant adverse economic impact on business (Gov. Code §11346.2(b)(5)(A)): As explained
in the Economic Impact Assessment, these regulations only affect bond issuers and affordable
housing developers.
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4 CCR Sections 5000 et seq.
Chapter 1. General Provisions
Article 1. Definitions

§ 5000. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this division are defined as follows:

“Accredited Investor”, also known as a “Sophisticated Investor”, means an entity as defined by the
United States Securities and Exchange Commission under Rule 501, regulation D of the Securities Act of
1933.

“Allocation” means the portion of the State Ceiling awarded by the Committee to an Applicant.

“Allocation Round” means a meeting or series of meetings of the Committee during which a
predetermined portion of the State Ceiling is made available for allocation by the Committee to one or
more Applicants selected by the Committee during that meeting or series of meetings.

“Annual Applicant Public Benefits and Ongoing Compliance Self-Certification (Revised 9/20/17)”, hereby
incorporated by reference, means the document in the online compliance certification system to be
completed by the Issuer in which the Issuer certifies that the Project is in compliance with all of the
terms and conditions set forth in the Committee Resolution.

“Applicant” means the following entities submitting an Application to the Committee:
¢ a state or local governmental agency; or

* a joint powers authority (JPA) applying for bond allocation for a project, except for projects
described in Government Code Section 6586.5(c), that is or will be located entirely within the
geographical boundaries of one or more of the JPA's members; or

e a special district; or
¢ a nonprofit public benefit corporation that issues only student loan bonds; or
¢ any other public agency that is empowered to issue debt.

“Application” means the request by an Applicant to the Committee for an Allocation of the State Ceiling
which shall include the information specified in article 4 of this chapter.

“Bond” means either a Qualified Private Activity Bond or a Governmental Bond as defined in this
section.

“Bond Default” means a material default as defined within an Issuer's Bond documents, but does not
include for the purposes of this definition, defaults that are technical in nature such as a failure to



maintain covenants, failing to charge rates sufficient to meet rate covenants, failing to maintain
insurance on the Project, or failing to fund various reserves.

“Bond Issuance and Post Issuance Compliance Policies” means policies established by an Applicant to
guide the process of issuing private activity bonds and ensuring post-issuance compliance including but
not limited to a description of the fee structure, application and approval process (including TEFRA),
threshold eligibility criteria for applicants and projects, long term regulatory requirements (if any), and
monitoring practices.

“Bond Regulatory Agreement” means the agreement between the Issuer, Project Sponsor, and any third
party related to the ownership, financing, and management of a proposed Qualified Residential Rental
Project that binds the parties to the commitments made in the Application that resulted in the
Allocation for the Project and any other requirements mandated by 26 U.S.C. section 142.

“CIEDB” means the California Infrastructure and Economic Development Bank.

“Cash Flow Permanent Bond” means a bond where the identified payment source is based on cash flow
availability in the form of residual payments and that are issued for the purposes of providing
permanent financing that (i) does not meet CDLAC's Debt Service Coverage Ratio requirement in Section
5193 and that, (ii) together with all other Bonds not meeting CDLAC's Debt Service Coverage Ratio
requirements in Section 5193 (if any), exceed 5% of the total project cost.

“Census Designated Place” means a place designated as a census designated place by the Bureau of the
Census.

“Certificate of Completion for Non-Qualified Residential Rental Projects” (Revised 06-01-2017), hereby
incorporated by reference, submitted by the Project Sponsor of a Non-Qualified Residential Rental
Project, certifies that all work on the Project was substantially completed, along with the aggregate
amount disbursed on the loan for qualified project costs. In addition, the officer's signature indicates
that no more than 2% of the proceeds of the bonds issued were spent on the cost of the bond issuance.

“Certificate of Completion for Qualified Residential Rental Projects” (Revised 06-01-2017), hereby
incorporated by reference, submitted by the Project Sponsor of a Qualified Residential Rental Project,
and certifies that all work on the Project was substantially completed, along with the aggregate amount
disbursed on the loan for qualified project costs. In addition, the officer's signature indicates that no
more than 2% of the proceeds of the bonds issued were spent on the cost of the bond issuance.

“Certification of Compliance | (Revised 11-16-16)", hereby incorporated by reference, means the
document provided in the Committee Resolution to be completed by the Project Sponsor in which the
Project Sponsor certifies that the Project is in compliance with all of the terms and conditions set forth
in the Committee Resolution.

“Certification of Compliance Il for Non-Qualified Residential Rental Projects” (Revised 9/20/17), hereby
incorporated by reference, is a form for Applicant/Issuers awarded allocation in 2017 forward.
Applicant/Issuers retain the Certification form for a period of three years in place of the Certification of
Compliance | (11-16-16) to ensure that the Project Sponsor is reporting all relevant compliance and
possible changes to the Project or program to the Applicant.



“Certification of Compliance Il for Qualified Residential Rental Projects” (Revised 06-01-2017), hereby
incorporated by reference, is a form for Applicant/Issuers awarded allocation in 2017 forward.
Applicant/Issuers retain the Certification form for a period of three years in place of the Certification of
Compliance | (11-16-16) to ensure that the Project Sponsor is reporting all relevant compliance and
possible changes to the Project or program to the Applicant.

“Committee” means the California Debt Limit Allocation Committee established by California
Government Code sections 8869.80 et seq.

“Committee Resolution” means for any Allocation, the resolution duly adopted by the Committee that,
among other things, memorializes the grant of the Allocation by the Committee to the Applicant.

“Competitive Application Process” means the procedure under which the Committee will evaluate
an Application for an award of Allocation that is competitive based upon the number of points each
Application is awarded. Applications submitted under this process will be awarded points only
when the Project qualifies for such points and evidence supporting an award of points is

documented in the Application when submitted. Fhe-Committee-wilnretconsideranapplication
thatis deemed-incomplete by CDLAC staff.

“Credit Enhancement” means the additional assurance provided by a third party pursuant to a payment
guaranty, letter of credit, bond insurance or other similar vehicle with a marketable investment grade
credit rating.

“Credit Enhancer” means the party providing Credit Enhancement.
“CSFA” means the California School Finance Authority.
“CTCAC” means the California Tax Credit Allocation Committee.

“Distressed Community” means a community that the Applicant demonstrates to be any one or more of
the following:

¢ A community with an unemployment rate equal to or greater than 125% of the statewide
average based on the California Employment Development Department's most recent annual
average for sub-county areas.

e A community with median family income of less than 80% of the statewide average based on
the most recent census data available for cities or Census Designated Places. If no city or Census
Designated Place level data is available, or if the Applicant chooses to identify a project benefit
area that is smaller than a city or Census Designated Place, such as census tract or tracts, smaller
areas will be used.

e A community with a poverty rate equal to or greater than 110% of the statewide average
based on the most recent census data available for cities or Census Designated Places. If no city
or Census Designated Place level data is available, or if the Applicant chooses to identify a
project benefit area that is smaller than a city or Census Designated Place such as a census tract
or tracts, smaller geographic areas will be used.

e A community or county affected by a state of emergency within California and declared a
disaster by the President of the United States, the Administrator of the United States Small
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Business Administration, or the United States Secretary of Agriculture, or declared to be in a
State of Emergency by the Governor of the State of California.

“Draw-down Bond Issuance” means a draw-down loan as defined for purposes of 26 U.S.C. sections 103
and 141 through 150 (generally, a Bond issue in which Bonds are delivered to the Bond purchaser
intermittently as funds are needed by the Bond Issuer and the Bond Issuer only provides payments
based on the amount of Bonds drawn-down).

“Executive Director” means the Executive Director of the Committee.

“Exempt Facility Project” means a Project financed with an exempt facility bond satisfying the
requirements of 26 U.S.C. section 142, except that airports, docks and wharves, governmentally owned
solid waste disposal facilities, and Qualified Residential Rental Projects shall not be considered exempt
facilities for purposes of these regulations.

“Exempt Facility Project Pool” means the reserve of the State Ceiling established by the Committee for
Exempt Facility Projects.

“Extra Credit Teacher Home Purchase Program” means a program offering Mortgage Credit Certificates
or loans funded by Mortgage Revenue Bonds to eligible teachers, eligible administrators, eligible
classified employees, and eligible staff members for the purpose of assisting them in becoming
homeowners.

“Extra Credit Teacher Home Purchase Program Pool” means the reserve of the State Ceiling established
by the Committee for the Extra Credit Teacher Home Purchase Program.

“Federally Bond-Restricted Units” are Project units that are restricted pursuant to 26 U.S.C. Section 142
(d)(1)(A) or (B).

“General Project Pool” means a reserve within the Qualified Residential Rental Project Pool that may be
established by the Committee that does not include either Rural Projects or Mixed Income Projects.

“Governmental Bond” means a Bond issued by or on behalf of a governmental entity that is not
considered a Qualified Private Activity Bond.

“Investor Representation Letter” means a letter from initial investors of a Bond offering that includes
but is not limited to a certification that they reasonably meet the standards of a Sophisticated Investor
or Qualified Institutional Buyer, that they are purchasing Bonds for their own account, that they have
the sophistication to evaluate the merits and risks of the investment and suffer a loss of the investment,
that they have been furnished all the information which they and their advisers requested on the
offering and have had an opportunity to ask questions relating to that information, and other such
matters.

“Issuer” means an entity empowered to issue Bonds.

“Job Creation” means new permanent full-time jobs created by the Project Sponsor. The number of jobs
created shall be calculated after deducting any jobs within the State that are eliminated by the
company. Job Creation must be met within two (2) years following the completion of the Project. The
Job Creation requirement may be monitored by CIEDB utilizing California Employment Development
Department employment statistics.



“Job Wage” means the average hourly general manufacturing wage for the Metropolitan Statistical Area
in which a Project is located, based on the Bureau of Labor Statistics Series Code from the California
Employment Development Department. If a Project is not located in an area for which the Employment
Development Department keeps hourly wage data or not located in a defined Metropolitan Statistical
Area, the closest comparable area in which hourly wage is available may be used.

“LEED Certified” means Leadership in Energy & Environmental Design certification by the U.S. Green
Building Council.

“Local Issuer” means a local government entity that issues Mortgage Revenue Bonds or Mortgage Credit
Certificates for Single Family Housing Programs or small-issue industrial development Bonds or a joint
powers authority that issues small-issue industrial development Bonds on behalf of a local government
entity.

“Market Study” means a comprehensive document prepared by a third party which contains
information related to the Project's market area.

“Metropolitan Statistical Area” means the geographic entity defined by the U.S. Office of Management
and Budget (OMB).

“Mixed Income Project” means a Qualified Residential Rental Project that is a New Construction project
and either (1) is not utilizing the Average Income test of Internal Revenue Code Section 42 (g)(1)(C) and
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 if the ratio of tax-exempt bonds, not
including recycled bonds, to aggregate depreciable basis plus land basis is less than or equal to the ratio
of units that will be restricted pursuant to a CTCAC regulatory agreement.

“Mortgage Credit Certificate” means a mortgage credit certificate as defined by 26 U.S.C. section
25(c)(1).

“Mortgage Revenue Bond” means a bond defined by 26 U.S.C. section 143(a).
“Mortgage Revenue Bond Program” means a program defined by 26 U.S.C. section 143(a).

“Nationally Recognized Statistical Rating Organization” means credit rating agencies that satisfy the
requirements of 15 U.S.C. section 78(c)(62).

“New Construction Pool” - QRRP projects applying for an allocation of tax-exempt private activity bonds
who meet at least one of the following: (1) the definition of New Construction in Section 5170, (2)
projects that involve the demolition or rehabilitation of existing residential units that increase the unit
count by (i) 25 or (ii) 50% of the existing units, whichever is greater or (3) adaptive re-use of non-
residential structures.

“Open Application Process” means the procedure under which the Committee will evaluate an
Application for an award of Allocation that is not competitive. The Committee will not review an
incomplete Application except to determine whether the Application is incomplete and notify the
Applicant of the deficiency.



“Performance Deposit Certification” means the form titled “Performance Deposit Certification Form for
an Application for an Allocation of Qualified Private Activity Bonds” (revised 1-18-12), which is hereby
incorporated by reference.

“Placement Agent or Underwriter Statement” means the statement provided by the firm contracted to
market the Bonds proposed in the Application that includes a brief paragraph on the firm's history and
principals, a summary of the firm's non-binding initial underwriting review, an overview of proposed
issuance structure including anticipated debt service coverage ratio, and a statement certifying that the
proposed transaction has been initially underwritten and meets the firm's standards for participation.

“Project” means the subject property for which an Application for Allocation has been submitted.

“Project Sponsor” means the entity, or CDLAC authorized affiliate thereof, using the proceeds of a Bond
issue to complete the Project described in the Application.

“Project Wage” means the average hourly wage of the jobs created by a Project.

“Public Transit Corridor” means an existing or planned public mass transit guide way or bus way station,
or multimodal transportation terminal serving public mass transit operations within one-third mile of
the Project.

“Quialified Institutional Buyer (QIB)” means an entity defined by the United States Securities and
Exchange Commission in Rule 144A under the Securities Act of 1933.

“Qualified Private Activity Bond” means a Bond that satisfies the requirements of 26 U.S.C. sections 141
et seq.

“Qualified Recovery Zone Bond Issuer” means eligible Issuers of Recovery Zone Bonds including states,
political subdivisions as defined for purposes of U.S. Treasury Regulations, Section 103, and entities
empowered to issue Bonds on behalf of any such entity under rules similar to those used to determine
whether a Bond issued on behalf of a state or political subdivision constitutes an obligation of the state
or political subdivision for purposes of U.S. Treasury Regulations, Section 103 and subchapter A, 1.103-
1(b), or eligible Issuers in conduit financing issues as defined in U.S. Treasury Regulations, subchapter A,
1.150-1(b). An eligible Issuer may issue Recovery Zone Bonds based on a volume cap allocation received
by the eligible Issuer itself or by a conduit borrower or other ultimate beneficiary of the issue of the
Bonds.

“Qualified Residential Rental Project (QRRP)” means a qualified residential rental project as defined by
26 U.S.C. section 142(d)(1).

“Qualified Residential Rental Project Pool” means the reserve of the State Ceiling established by the
Committee for Qualified Residential Rental Projects.

“Qualifying Bond Default” means a Bond Default in which the final disposition resulted in bondholders
involuntarily not being paid in whole or in part.

“Recovery Zone” means an area designated by the local issuing entity defined pursuant to 26 U.S.C.
section 1400U-1(b) as meeting one of the following criteria:

¢ Significant poverty, unemployment, rate of home foreclosures or general distress



¢ Economically distressed because of military base closure or realignment
¢ An area which has been designation as an empowerment zone or a renewal community

“Recovery Zone Bond (RZB)” means a Bond issued as a Recovery Zone Economic Development Bonds or
a Recovery Zone Facility Bonds.

“Recovery Zone Economic Development Bonds (RZEDB)” means a type of Build America Bond issued
before January 1, 2011 in which the Issuer shall receive a credit from the Treasury Department equal to
45% of the interest payment.

“Recovery Zone Economic Development Bond (RZEDB) Reallocation Pool” means the reserve of the
amount Deemed Waived by the Committee for reallocation of Recovery Zone Economic Development
Bonds.

“Recovery Zone Facility Bonds (RZFB)” means a category of Bonds created by the American Recovery
and Reinvestment Act of 2009 (ARRA) that will be treated as Exempt Facility Bond Project as defined per
26 U.S.C. section 142.

“Recovery Zone Facility Bonds (RZFB) Reallocation Pool” means the reserve of the amount Deemed
Waived by the Committee for reallocation of Recovery Zone Facility Bonds.

“Regulatory Period and/or Compliance Period” means for projects awarded allocation after December
31, 2016 a period of time enumerated in the CDLAC resolution whereby Annual Applicant Public Benefits
and On-going Compliance Self Certification is required to be submitted. For QRRP projects the period of
time will be consistent with Section 5192, for IDBs the longer of project completion or 2 years after the
project completion if a job creation election is made, and for all other programs when the project is
completed or allocation has been utilized.

“Related Party” means the more stringent of the constructive ownership provisions of 26 U.S.C. section
267 or the following:

¢ The brothers, sisters, spouse, ancestors, and direct descendants of a person;

¢ A person and corporation where that person owns more than 50% in value of the outstanding
stock of that corporation;

e Two or more corporations, general partnership(s), limited partnership(s) or limited liability
corporations connected through debt or equity ownership, in which stock is held by the same
persons or entities for:

At least 50% of the total combined voting power of all classes that can vote, or;
At least 50% of the total value of shares of all classes of stock of each of the
corporations, or;

o Atleast 50% of the total value of shares of all classes of stock of at least one of the other
corporations, excluding, in computing that voting power or value, stock owned directly
by that other corporation.

* There exists concurrent ownership by a parent or related entity, regardless of the percentage
of ownership, or a separate entity from which income is derived,;



* There exists concurrent ownership by a parent or related entity, regardless of the percentage
of ownership, or a separate entity where a sale-leaseback transaction provides the parent or
related entity with income from the property leased or that creates an undue influence on the
separate entity as a result of the sale-leaseback transaction;

* There exists concurrent ownership by a parent or related entity, regardless of the percentage
of ownership, of a separate entity where an interlocking directorate exists between the parent
or related entity and the separate entity.

¢ A grantor and fiduciary of any trust;

¢ Afiduciary of one trust and a fiduciary of another trust, if the same person is a grantor of both
trusts;

¢ Afiduciary of a trust and a beneficiary of that trust;

¢ A fiduciary of a trust and a corporation where more than 50% in value of the outstanding stock
is owned by or for the trust or by or for a person who is a grantor of the trust;

¢ A person or organization and an organization that is tax-exempt under 26 U.S.C. section
501(c)(3) or (4) and that is affiliated with or controlled by that person or the person's family
members, as provided in the first bullet of this section, or by that organization;

¢ A corporation and a partnership or joint venture if the same persons own more than:

o 50% in value of the outstanding stock of the corporation; and
o 50% of the capital interest, or the profits' interest, in the partnership or joint
venture;

¢ One S corporation or limited liability corporation and another S corporation or limited liability
corporation if the same persons own more than 50% in value of the outstanding stock of each
corporation;

¢ An S corporation or limited liability corporation and a C corporation, if the same persons own
more than 50% in value of the outstanding stock of each corporation;

¢ A partnership and a person or organization owning more than 50% of the capital interest, or
the profits' interest, in that partnership; or

¢ Two partnerships where the same person or organization owns more than 50% of the capital
interests or profits' interests.

“Report of Action Taken” means a report provided by and due to the Committee not more than three (3)
business days following the use of Allocation to issue Bonds or Mortgage Credit Certificates.

“Report of Action Taken for Bonds” means the specific Report of Action Taken due to the Committee
following the use of Allocation for Qualified Private Activity Bonds (excluding RZBs) titled “Report of
Action Taken Regarding the Issuance of Private Activity Bonds” (revised 11-16-16), which is hereby
incorporated by reference.



“Report of Action Taken for MCCs” means the specific Report of Action Taken due to the Committee
following the use of Allocation to issue Mortgage Credit Certificates Bonds titled “Report of Action
Taken Regarding Mortgage Credit Certificate Program” (revised 1-11-11), which is hereby incorporated
by reference.

“Report of Action Taken for MCCs (Carryforward)” means the specific Report of Action Taken due to the
Committee following the use and/or Carryforward of Allocation to issue Mortgage Credit Certificates
titled “Report of Action Taken Regarding a Carryforward Election and a Mortgage Credit Certificate
Program” (revised 11-11-11), which is hereby incorporated by reference.

“Report of Action Taken for RZBs” means the specific Report of Action Taken due to the Committee
following the use of Allocation for RZBs titled “Report of Action Taken Regarding the Issuance of
Recovery Zone Bonds” (revised 11-30-18), which is hereby incorporated by reference.

“Restricted Rental Units” means tenant occupied units within a Qualified Residential Rental Project that
are restricted to households earning 60% or less of the applicable median family income pursuant to a
Bond 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.

“Rural Project Pool” means a reserve within the Qualified Residential Rental Project Pool that may be
established by the Committee.

“RZEDB Application” means the Application titled “Application for an Award of American Recovery and
Reinvestment Act of 2009 Recovery Zone Economic Development Bonds” (revised 5-5-11), which is
hereby incorporated by reference.

“RZFB Application” means the Application titled “Application for an Award of American Recovery and
Reinvestment Act of 2009 Recovery Zone Facility Development Bonds” (revised 5-5-11), which is hereby
incorporated by reference.

“Single Family Housing Program” means a program satisfying the requirements of 26 U.S.C. section 25
and 26 U.S.C. section 143.

“Single Family Housing Program Bonus Pool” means a reserve within the Single Family Housing Program
Pool that may be established by the Committee.

“Single Family Housing Program Pool” means the reserve of the State Ceiling established by the
Committee for Single Family Housing Programs.

“Single Family Housing State Issuer” means any state agency that issues Mortgage Revenue Bonds or
Mortgage Credit Certificates for Single Family Housing Programs.

“Small-Issue Industrial Development Bond Project” means a Project that meets the requirements for a
qualified small-issue Bond as described under 26 U.S.C. section 144,

“Small-Issue Industrial Development Bond Project Pool” means the reservation of the State Ceiling
reserved for Small-Issue Industrial Development Bond Projects.



“Sophisticated Investor (SI)”, see Accredited Investor definition.

“Standard Permanent Bonds” means Bonds issued for the purposes of providing permanent Project
financing which (i) meet CDLAC's Debt Service Coverage Ratio requirement in Section 5193 or (ii) are not
Cash Flow Permanent Bonds.

“State Ceiling” means the amount of Qualified Private Activity Bonds that can be issued in California
for each calendar year specified by 26 U.S.C. section 146(d), and the amount reserved to California
pursuant to sections 1112 and 1401 of the American Recovery and Reinvestment Act of 2009 as
established by and announced by the Committee in accordance with article 2 of this chapter.

“State Ceiling Pools” means the individual pools created by the Committee and as defined in this
chapter.

“Student Loan Program” means a program that meets the requirements for a qualified student loan
Bond under 26 U.S.C. section 144(b).

“Student Loan Program Pool” means the reserve of the State Ceiling established by the Committee for
Student Loan Programs.

|II

“Supplemental Allocation Pool” means the reserve of the State Ceiling established by the Committee for
supplemental allocation on Qualified Residential Rental Projects.

“Taxable Debt” means conventional financing from a major financial institution or taxable Bonds issued
by a municipality including but not limited to Build America Bonds or Recovery Zone Bonds.

“TEFRA Resolution (Tax Equity and Fiscal Responsibility Act of 1982)” means an approval by the
applicable elected representative of the governmental unit having jurisdiction over the proposed
Project, as required by 26 U.S.C. section 147(f), that is documented and includes a certification executed
by the applicable elected representative or their designee.

“Travelling Investor Representation Letter” means the certification from initial investor(s) of a Bond
offering that they have no present intention of reoffering the Bonds in a subsequent public offering, but
may be allow to subsequently transfer the Bonds in a limited offering to another permitted transferee
provided the transferee agrees to the same representations.

“U.S. Treasury Designated Recovery Zone Bond Allocation” means Allocation received directly from the
federal government pursuant to the American Recovery and Reinvestment Act of 2009.

“Undesignated Reserve Pool” (Pool) means a reserve of the State Ceiling established by the Committee
for which there is no demand at the time the Pool is established.

“Verification of Zoning and Local Approvals” means the document by which the appropriate local
government planning official having jurisdiction over the Qualified Residential Rental Project certifies at
least the following: the Project's name, address, parcel number, housing type, the Project's compliance
with all applicable local land use and zoning ordinances, a description of the Project's current zoning,
maximum per unit density allowed for the Project's site, and whether the Project has obtained all local
and state land use related approvals.
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“Veterans Home Loan Program” means a single family housing program administered by the California
Department of Veterans Affairs, satisfying the requirements of 26 U.S.C. section 143, and that is
restricted to California veterans of military service.

“Welfare-to-Work Plan” means a plan as described by sections 10531, et seq. of the California Welfare
and Institutions Code.

“WELL” means a Building Standard, which is a performance-based system for measuring, certifying and
monitoring features of the built environment that impacts human health and wellbeing through air,
water, nourishment, light, fitness, comfort and mind. WELL is managed and administered by the
International WELL Building Institute.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 2. State Ceiling and Application Process

§ 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 New Construction, Rural, Preservation, Other Rehabilitation and BIPOC Pools as
determined in section 5020.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84, Government
Code.

Article 3. State Ceiling Pools

§ 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:

11



(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 of the Qualified Residential Rental Project Pool shall be
reserved in a New Construction to be available for allocation to 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 CTCAC regulations at affordable rents
consistent with Section 10325(g)(3) of the CTAC regulations, and determine what amount,
if any, shall be available in each Allocation Round.

(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 an Extremely Low/Very Low Income Set Aside to be available for allocation
to New Construction Projects that have an average AMI of 50% or below and 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,
Housing for a Healthy California and the 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. Awards made directly
by the department do not include Alternative County Process awards.

(ii) an award of public funds as defined in Section 10325(c)(9)(A)(i) of the CTCAC
regulations 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(g) and is located in a High Segregation and Poverty Area as
specified on CTCAC/HCD Opportunity Area Map, the project shall have
income restrictions with a range of at least 30% AMI between the highest
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and lowest 10% of income-restricted units that meet the requirements of
Section 5230(j)(1)(C).

(bb) If the project receives points as a Large Family project pursuant to
Section 5230(g) and is located in a High or Highest Resource Area as
specified on CTCAC/HCD Opportunity Area Map, the project shall have
income restrictions that meet the requirements of 5230(j)(1)(A).

(cc) If the project does not receive points as a Large Family project
pursuant to Section 5230(g) or is located in a Mederate—{Rapidly
Changing); Moderate, or Low Resource Area as specified on CTCAC/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 BIPOC Pool to be available for allocation to BIPOC Projects and determine what
amount, if any, shall be available in each Allocation Round.
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(6) 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 Supplemental Allocation Pool to be available for allocation to Supplemental
Allocation requests and determine what amount, if any, shall be available each year.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.82 and 8869.84,
Government Code.

§ 5021. Rescheduling of Calendar.

Notwithstanding any other provision of this article, the Committee may, at any time, alter the
competitiveness of Allocation Rounds, the number of Allocation Rounds, the portion of the State Ceiling
that will be available to each type of State Ceiling Pool, or any Program within a Pool in each of the
Allocation Rounds, the schedule of the Allocation Rounds and the deadlines for Applicants to submit
Applications for consideration based on its finding, at a noticed meeting, that the changes are in the
public interest and reasonably necessary to further the purposes for which the Committee was created.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84, Government
Code.

§ 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

Coastal Region: 26% 21%
(Monterey, Napa, Orange, San Benito, San Diego San Luis Obispo, Santa Barbara, Santa-Cruz
Sonoma, and Ventura Counties)

City of Los Angeles: 17%

Balance of Los Angeles County: 16%

Bay Area Region: 21%
(Alameda, Contra Costa, Marin, San Francisco, San Mateo, and Santa Clara, and Santa Cruz
Counties)

Inland Region: 16%
(Fresno, Imperial, Kern, Kings, Madera, Merced, Riverside, San Bernardino, SanJeaguin;
Stanislaus, and Tulare Counties)

Northern Region:189%
(Butte, El Dorado, MarinNapa; Placer, Sacramento, San Joaquin, Shasta, Solano, Serema;
Sutter, Yuba, and Yolo Counties)

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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Article 4. Application Schedule and Procedures

§ 5030. Announcement of Application Deadlines.

Pursuant to article 2 of this chapter, the Committee shall as soon as practical, after the start of the
calendar year, give notice of the dates and deadlines to submit Applications for each Allocation Round
and whether the Applications will be evaluated pursuant to an Open Application Process or a
Competitive Application Process.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84, Government
Code.

§ 5031. Eligible Applicants.

(a) The following types of entities may file an Application: Any state or local governmental agency, joint
powers authority (JPA) applying for bond allocation for a Project that will be located entirely within the
geographical boundaries of one or more of the JPA members (except for a Project described in
Government Code section 6586.5(c)), special district, nonprofit public benefit corporation that issues
only student loan Bonds, or any other public agency that is empowered to issue debt. The Issuer of the
Qualified Private Activity Bonds or Mortgage Credit Certificates must be the Applicant.

(b) Where the Applicant is administering a Single Family Housing Program on behalf of one or more
jurisdictions, the Applicant must submit the Application to the Committee. The Applicant must also
obtain, and provide to the Committee with its Application, a publicly adopted resolution or cooperative
agreement from each jurisdiction participating in the Applicant's program that explicitly grant authority
to the Applicant to conduct the program in the participant's jurisdiction.

(c) To be eligible to receive CDLAC allocation, all Applicants must submit written Bond Issuance and Post
Issuance Compliance Policies for each State Ceiling Pool they request. For QRRP Applicants, these
policies must be reviewed by counsel having expertise with the federal and state laws pertaining to the
issuance or conversion and post-closing compliance of private activity conduit bonds for consistency
with applicable federal and state laws. Such review will be documented via a letter from the respective
counsel indicating the review has occurred. Additionally, for all Applicants, the policies must be
accompanied by a resolution signed by the appropriate governing body formally adopting the policies. If
the governing body has delegated approval authority on such matters to the organization's Executive
Director, Housing Director or Finance Director, approval by the delegated individuals will suffice. To the
extent contractors will be providing services on behalf of an Applicant, the policies should clarify the
relationship between the contractor and the Applicant and what, if any, rights the contractor has to
income and obligations generated from the issuance activity. CDLAC will review these policies to ensure
the legal review has occurred, appropriate approval documentation is in place and for consistency with
the CDLAC regulations. CDLAC will document their formal approval. This requirement will apply
immediately to all Applicants who have not received allocation from CDLAC since January of 2013 and
for new Applicants. Applicants having received an allocation of bonds from CDLAC after January 2013
will have until December 31st of 2017 to complete and submit policies to CDLAC. If an Applicant has not
utilized CDLAC's programs but has a 2017 project pending, a one year waiver to this regulation may be
requested. To fulfill this requirement, approval of the policies must be documented in a resolution dated
no earlier than 2006. All policies must be reviewed and re-approved at least every 10 years thereafter.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(f), 8869.84(g),
8869.85(a), 8869.85(b), 8869.88 and 8869.89, Government Code.

§ 5032. Applicant Responsibilities.

(a) Applications for an Allocation of the State Ceiling shall include the information prescribed by the
Committee specific to the State Ceiling Pool or program to which the Application is addressed. All
questions set forth in the applicable Application must be answered completely and accurately. Each
Application must be accompanied by the required documentation prescribed therein.

(b) Every Applicant shall certify to the Committee that it is in compliance with all applicable statutes,
laws, rules, and regulations necessary for the transaction of its business.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a),
8869.85(b) and 8869.87, Government Code.

§ 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.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e),
8869.85(a), 8869.85(b) and 8869.90, Government Code.
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§ 5034. Ranking.

Applications submitted under a Competitive Application Process will be ranked according to the number
of points awarded by the Committee pursuant to the evaluation criteria specific to the State Ceiling Pool
or program to which the Application is addressed.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(d) and
8869.84(e), Government Code.

§ 5035. Preliminary Recommendations.

(a) At least twenty-five (25) calendar days prior to any meeting at which the Committee will award
Allocations, the Executive Director will pest publish a preliminary list of Applicants for which the
Executive Director expects to recommend an Allocation (and the amount of those Allocations). During
competitive rounds, the following procedures will be followed for the Qualified Residential Rental
Program:

1. Within ten (10) calendar days after the application due date, EBLAC-willpest a list of applicants,
project names, project locations, selected pools and set-asides, geographic regions, and requested
Allocations and all reported self-scoring totals and tie-breaker scores will be published on the
Committee's website as provided in section 5140.

2. EDLACwillpreparerank-ordering-of the list ef projectsand-evatuate Projects will be evaluated and
ranked thereguested-seering based on information submitted in the application—CBLAC-willerhy-review
these-projeets Only applications that are substantially completefinanciatyfeasible and appearto self-

score high enough to receive an Allocation will be reviewed. Prior to publishing the preliminary
recommendation list on its-the Committee’s website, EBLACshallretify Applicants and the
developers/sponsors will be notified of their preliminary score and the reasons for any modifications
from the Applicant's Self-Scoring Worksheet. Such notice, or a subsequent notice, may also contain
completeness and/or feasibility defects determined during EBLAC's the application evaluation. EBLAC
Notices will only be reguired-te sendt netices for projects that may-appearte self-score high enough to
receive an Allocation. Applicants will have five (5) calendar days to appeal such notice. theirseeres
and/lorcompleteness/feasibility-defectswhich a-Appeals must be addressed to the Executive Director in
writing perthe-instructionscontained-inthe-notice. The Executive Director shall ther have ten (10)

calendar days to issue a final determination. If an Applicant is unsatisfied with the final determination,

the Applicant may appeal to the Committee perthe-instructionsin-thefinal-determinationneotice.

3. The process specified in paragraph 2 above shall be used to produce a list of Applicants for which the
Executive Director expects to recommend an Allocation, subject to any pending appeals that may be
heard by the Committee.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5036. Appeals to Preliminary Recommendations.

Any Applicant who wishes to appeal the published preliminary recommendation or ranking as
prescribed in section 5035 may file an appeal within five (5) business days of the date on which the
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preliminary list is posted. The appeal must set forth in reasonable detail the factual basis for the
appeal. No new or additional information beyond that provided in the original Application may be
provided to or considered in connection with the appeal. All appeals shall be made in writing and

delivered to the Executive Director;+re-taterthan-5:00-p-m—{Pacific Fime)onthelastday-specified
forfilinganappeal. The Executive Director will present the appeal to the Committee at the meeting for

which Allocations will be awarded, prior to the Allocation approval process. An Applicant may only
appeal the recommendation or ranking of its own Application(s).

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5037. Final Recommendations.

(a) At least ten (10) calendar days before the Committee meeting for which Allocations will be awarded,
the final list of Applicants for which Allocations will be recommended (and the amounts of those
Allocations) will be posted. During competitive rounds, the list will be in ranked order. This list will
reflect changes, if any, in ranking resulting from the appeals as provided in section 5035. The list shall be
posted on the Committee's website as provided in section 5140.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5038. Appeals to Final Recommendations.

Any Applicant who timely appealed the preliminary determination and is dissatisfied with the final
recommendation in connection with the Application or received no preliminary recommendation, may
present its case to the Committee at the Allocation meeting at which the Application is considered,
provided that the Applicant gives notice, in writing, of its intention to do so at least five (5) business days
prior to the Allocation meeting. An Applicant's written notification must be delivered to the Committee,
no later than 5:00 p.m. (Pacific Time) on the last day specified for providing notice.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5039. Publishing of Agenda.

At least ten (10) calendar days before all Committee meetings, the Executive Director shall post an
agenda of all items to be heard by the Committee, on the Committee's website provided in section
5140.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 5. Performance Deposits and Fees

§ 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
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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.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.84(e), Government Code.

§ 5051. Release of Performance Deposit.

(a) The written authorization releasing a performance deposit or refund of deposits paid to the
Committee will occur upon the Committee's receipt of a properly completed Report of Action Taken
that is appropriate to the transaction type as required in section 5142, all filing fees as required in
section 5054, and a digital copy of the conformed, recorded Bond Regulatory Agreement. The
Committee Resolution shall provide the timeframe for using the Allocation and filing the required
Report of Action Taken.

(b) In the case of a Qualified Residential Rental Project that also requests an allocation of state credit
reserved for tax-exempt projects from the California Tax Credit Allocation Committee (CTCAC), the full
release or refund of a performance deposit will be authorized if the Project Sponsor is able to
demonstrate that the failure to use Allocation is solely due to the failure to receive an allocation of state
tax credit.

(c) In the case of Mortgage Credit Certificates, the full release or refund of a deposit will not be
authorized unless the Allocation has been converted to Mortgage Credit Certificate authority by the
date specified in the Committee Resolution.

(d) Nothing in this section shall be construed to address the forfeiture of deposit relative to utilization of
carryforward Allocations pursuant to section 5132.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e)
and 8869.90, Government Code.

§ 5052. Forfeiture of Performance Deposit.

(a) For Projects receiving an allocation award on or after March 16, 2016, an extension of the expiration
date for Qualified Residential Rental Bonds granted pursuant to Section 5101 or 5132 will result in
forfeiture of the Project’s performance deposit to the extent that the performance deposit has not
previously been forfeited.

(b) If less than 80% of the Allocation is used to issue Bonds, a pro-rata portion of the deposit will be
forfeited equal to the same percentage ratio as the amount of unused Allocation bears to the amount of
awarded Allocation. If at least one (1) Mortgage Credit Certificate is not issued prior to the applicable
expiration date, the entire performance deposit will be forfeited. If 80% or more of the Allocation is
used to issue bonds prior to the expiration date, or at least one (1) Mortgage Credit Certificate is issued
prior to the applicable expiration date, a full refund of the performance deposit will be authorized.

(c) Applicants bear the risk of forfeiting all or part of their performance deposit if the Allocation is not
used in accordance with the conditions and/or timeframes set forth in the Committee Resolution.
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(d) The Applicant shall remit all forfeited performance deposits to the Committee within thirty (30) days
of receipt of an invoice issued by the Committee.

(e) An Applicant may request waiver of a performance deposit forfeiture by submitting a written request
to the Executive Director within 30 days of the date of the Committee’s Forfeiture Fee Invoice. The
Committee shall grant a forfeiture extension upon a showing that the request aligns with an extended
allocation and waiver upon showing the circumstances prompting the forfeiture were unforeseen and
entirely beyond the control of the Project’s sponsor and development team. The granting of a waiver
pursuant to this subsection will not preclude performance deposit forfeiture for subsequent extensions
of the expiration date for Qualified Residential Rental Bonds granted pursuant to Section 5101 or 5132.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e)
and 8869.86(c)(3), Government Code.

§ 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. Applicants that receive an Allocation may
also return the Allocation to the Committee within twenty (20) days of the award date without threat of
negative points.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.84(e), Government Code.

§ 5054. Filing Fees.

Each Applicant shall submit a filing fee in an amount equal to the product of the amount of Allocation
actually used to issue Bonds, or Mortgage Credit Certificates multiplied by .00035. The payment of the
fee shall be in two installments as follows:

(a) Initial filing fee—A-cheek in the amount of $1,200 payable-te-the California-Debt Limit Alocation

Committee-shall accompany the filing of an Application to cover the Committee's costs associated with
reviewing Applications. This portion of the filing fee is not refundable under any circumstances but shall
be credited against the total filing fee.

(b) Initial filing fee for supplemental awards—A-check in the amount of $600 payable-te-the California
DebtLimitAllocation-Committee shall accompany the filing of an Application to cover the Committee's
costs associated with reviewing Applications. This portion of the filing fee is not refundable under any
circumstances but shall be credited against the total filing fee.

(c) Initial filing fee for Difficult Development Area/Qualified Census Tract (DDA/QCT) designation
retention in the amount of $1,200 shall accompany the filing of an Application to cover the Committee's
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costs associated with reviewing Applications. This portion of the filing fee is not refundable under any

circumstances.

(ed) Second installment of Filing Fee. The second installment of the filing fee will be due within thirty
(30) days after Bond issuance or issuance of the first Mortgage Credit Certificate. The Committee will
issue an invoice in conjunction with the Committee Resolution transferring the Allocation to the
Applicant. The amount of the second installment of the filing fee is the product of the amount of
Allocation used to issue Bonds or convert to Bond to Mortgage Credit Certificate authority multiplied by
.00035, less the fee paid pursuant to subdivision (a) of this section.

(de) If the second filing fee is not received within thirty (30) days, the Committee shall instruct the
Applicant to remit the amount due from the performance deposit maintained by the Applicant
specifically for the Project or program that was awarded Allocation pursuant to section 5050.

(ef) Applications for Allocation for Exempt Facility Projects will not be charged supplemental filing fees
when applicants seek to move the hearing date for allocation later in the calendar year, as long as there
are not material changes in the project or financing structure of the application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and 8869.90,
Government Code.

Article 6. Bond Sale Structure Requirements

§ 5060. Minimum Requirements.

(a) Applicants, other than Applicants for a Mortgage Credit Certificate Program, shall provide evidence
of a plan to privately place or publicly sell the proposed Bonds with or without Credit Enhancement for
an amount no less than the amount requested in the Application. All relevant bond documents for
Qualified Residential Rental Projects must permit principal payments or prepayments on the underlying
loan(s) as transferred proceeds in a bond preservation and recycling program as permitted by 26 U.S.C.
Section 146(i)(6) and shall require no less than thirty (30) days’ notice to CDLAC and to the applicant
prior to the redemption of bonds at the conversion to permanent financing. Bond sale structures that
include a credit rating shall be subject to the following:

(1) Governmental Bond issued with full recourse to, or guaranteed by a general obligation of a
governmental entity with taxing authority or Qualified Private Activity Bonds with recourse to
the corporate parent entity of the Project Sponsor via a corporate guarantee must have an
investment grade credit rating for the Project or the source of the aforementioned guarantee
for the Project.

(2) Qualified Private Activity Bonds without a governmental or corporate guarantee shall
provide a credit rating specifically for the transaction.

(3) Governmental Bond issues with limited recourse (i.e. lease revenue Bonds, project-specific
recourse, or certificates of participation) may provide either a credit rating specifically for the
transaction or provide evidence of a current credit rating for an existing outstanding Bond with
the same source of debt repayment.
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(4) All Bond ratings shall include evidence that the credit rating has been provided within the
last six (6) months, or that the current credit rating for outstanding Bond(s) has been
substantiated via the most recent updated surveillance review completed by a rating agency
within the last thirty six (36) months.

(b) Applicants requesting an award of Allocation for pollution control projects administered by the
California Pollution Control Financing Authority (CPCFA) should refer to CPCFA regulations for additional
requirements.

(c) Notwithstanding the requirements set forth in article 6 of this chapter, the Committee may apply
more stringent requirements and thresholds for a given Project based upon factors such as, but not
limited to the size of the Bond issue and/or the specific ratings of the Applicant and/or Project Sponsor.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5061. Credit Enhanced Sales.

(a) Applications for Bonds to be issued and sold through a public sale with Credit Enhancement will be
deemed to have provided satisfactory evidence of a Bond sale plan required in section 5060 if
documentation from the Credit Enhancer includes the following:

(1) Project Sponsor (borrower).
(2) Project name and location.
(3) Amount of the Credit Enhancement.

(4) Salient terms and conditions of the agreement, including but not limited to the fee structure,
term, rate, security, collateral, guarantee, and recourse of the commitment.

(5) Evidence that the Credit Enhancer is committed to move forward with the transaction if the
terms and conditions in the commitment letter are met.

(6) Acceptance of the terms and conditions of the Credit Enhancement by the Credit Enhancer
and Project Sponsor evidenced by signatures from both parties.

(7) If Fannie Mae, (a private, shareholder-owned company with a charter from Congress
requiring the company to support the housing finance system) or any additional or successor
entity possessing a similar Congressional charter is providing the Credit Enhancement, the
commitment issued by a qualified lender under the Delegated Underwriting and Servicing (DUS)
program of Fannie Mae will constitute acceptable proof of Credit Enhancement.

(b) If the Bonds are to be variable rate Bonds, the short term rating shall be no less than “A1” by
Standard & Poor's, “VMIG1” by Moody's, or “F-1" by Fitch IBCA, Inc. or the equivalent.

(c) If the Bonds are to be fixed rate Bonds, the Bond rating shall be no less than an “A” category or the
equivalent as rated by a Nationally Recognized Statistical Rating Organization. If the Bond rating is below
an “A” category or the equivalent, the Application will be evaluated pursuant to section 5065.
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(d) If any State Agency is providing the Credit Enhancement, evidence of its investment grade rating
shall be provided with the Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5062. Private Placement Sales.

(a) Subject to Section (b) below, applications for Bonds to be issued and sold through a private
placement will be deemed to have provided satisfactory evidence of a Bond sale plan required in section
5060 if documentation from the Bond purchaser(s) includes the following:

(1) Project Sponsor (borrower).
(2) Project name and location.
(3) Bond purchase amount.

(4) Salient terms and conditions, including but not limited to the fee structure, term, rate,
security, collateral, guarantee, and recourse of the commitment including the interest rate of
the agreement.

(5) Evidence that the lender is committed to move forward with the transaction if the terms and
conditions in the commitment letter are met.

(b) For applications submitted after December 31, 2016 Cash Flow Permanent Bonds to be issued and
sold through a private placement including, without limitation, bonds purchased by a property seller in
consideration of the provisions of a purchase and sale agreement, will be deemed to have provided
satisfactory evidence if the provisions of 5062 (a) have been satisfied and, additionally, if at the time of
bond issuance the bond purchaser elects to:

(1) submit a Traveling Investment Representation Letter from a Qualified Institutional Buyer or
Sophisticated Investor due three (3) days prior to Bond issuance; or

(2) ensure a minimum Bond denomination of $100,000.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5063. Unenhanced Bond Sales with an A Category or Higher Rating
Including Sales Where Cash is the Collateral.

(a) Applications for Bonds to be issued with an unenhanced credit rating equivalent to an “A” category
or higher as rated by a Nationally Recognized Statistical Rating Organization will be deemed to have
satisfied the minimum Bond sale requirements required in section 5060 if the following is provided:

(1) Placement Agent Statement.
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(2) Certifications of no current Bond Defaults by the Issuer, guarantor (if any) and the Project
Sponsor (if any).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5064. Unenhanced Bond Sales with a BBB Category Credit Rating.

(a) Applications for Bonds to be issued with an unenhanced credit rating in the “BBB” category or
equivalent as rated by a Nationally Recognized Statistical Rating Organization will be deemed to have
satisfied the minimum Bond sale requirements required in section 5060 if the following is provided:

(1) Placement Agent Statement.

(2) Certifications of no current Bond Defaults by the Issuer, guarantor (if any) and the Project
Sponsor (if any).

(3) Brief summary of the marketing plan.

(b) In addition to the requirements of subdivision (a) of this section, awards of Allocation will be subject
to the following conditions:

(1) Governmental Bond issues with full recourse to, or guaranteed by a general obligation of a
governmental entity with taxing authority will be subject to minimum denominations of $5,000.

(2) Governmental Bond issues with limited recourse and all Qualified Private Activity Bonds will
be required to have either of the following:

(A) The submission of an Investment Representation Letter from a Qualified Institutional
Buyer or Sophisticated Investor due at Bond issuance; or

(B) Minimum Bond denominations of $100,000.

(C) Applicants will state in both the Application and the marketing plan whether they
favor a CDLAC award with an Investment Representation Letter requirement or with the
minimum denomination requirement. The marketing plan's stated issuance structure
and offering summary must reflect the Applicant's preference.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5065. Unenhanced Sales with Unrated or Non-Investment Grade
Credit Rating.

(a) Applications for Bonds to be issued with unrated or unenhanced non-investment grade credit ratings
will be permitted only for limited recourse Government Bond issues and Qualified Private Activity Bonds
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and will be deemed to have satisfied the minimum Bond sale requirements required in section 5060 if
the following is provided:

(1) Placement Agent Statement.

(2) Certifications of no current Bond Defaults by the Issuer, guarantor (if any) and the Project
Sponsor (if any).

(3) Complete marketing plan.

(b) In addition to the requirements of subdivision (a) of this section, awards of Allocation will be subject
to the following conditions:

(1) The submission of a Traveling Investment Representation Letter due three (3) business days
before issuance; or

(2) Minimum Bond denominations as follows:
(A) $100,000 for Bond issues equal to or less than $100,000,000; or
(B) $250,000 for Bond issues over $100,000,000.

(3) Applicants will state in both the Application and marketing plan whether they favor a CDLAC
award with a Traveling Investment Representation Letter requirement or with the minimum
denomination requirement. The marketing plan's stated issuance structure and offering
summary must reflect the Applicant's preference.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5066. Qualifying Bond Defaults.

(a) Bond Applications on behalf of a Project Sponsor with a Qualifying Bond Default or bankruptcy in the
last three (3) years, and/or from a Bond Issuer with three (3) or more Qualifying Bond Defaults in the
last five (5) years shall be restricted to private placement sales accompanied with an Investment
Representation Letter or public sales with a minimum A category credit grade. Governmental Bond
Applications on behalf of a governmental guarantor with a Qualifying Bond Default or bankruptcy within
the last three (3) years shall be restricted to private placements with Qualified Institutional Buyers or to
public sales rated A or higher.

(b) Bond Issuers and Project Sponsors who are subject to these restrictions may submit an appeal for a
waiver of this requirement which shall be considered by the Committee. For Issuers, appeals which
involve the following circumstances may be considered by the Executive Director:

(1) At least two (2) out of the three (3) Qualifying Bond Defaults referenced involve the same
Project Sponsor; or

(2) At least two (2) out of the three (3) Qualifying Bond Defaults referenced involve transactions
whose bond issuance occurred more than ten (10) years prior to the default recordation date.
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(c) All appeals shall be made in writing, included with the Application and must set forth in reasonable
detail the factual basis for the appeal.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 7. Committee Resolution; Use of State Ceiling Allocations

§ 5080. Granting of Allocation.

The granting of an Allocation by the Committee shall be memorialized in a written resolution adopted by
the Committee. The Committee Resolution shall specify but not be limited to the following: the
Applicant, the amount of the Allocation, the project or program name for which the Allocation has been
provided, the Project Sponsor using the Bond proceeds where applicable, the location of the project or
program, the expiration of date of the Allocation, and any additional conditions or restrictions imposed
on the Allocation by the Committee.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5081. Changes in Use of Allocation.

Use of an Allocation shall be limited by the provisions of the Committee Resolution. Any changes to the
specifications contained in the Committee Resolution prior to the issuance of Bonds, including, but not
limited to, changes to the Bond sale structure, the provider of any Credit Enhancement, the direct
purchaser of the Bonds if a private placement of Bonds is indicated, the entity selling Bonds, or the
identity of the Applicant, must be approved by the Committee prior to the Bond issuance. The
Committee may delegate the authority to approve these changes to the Committee Chair or to the
Executive Director. The Executive Director may administratively approve routine and non-substantive
changes that do not require additional Allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5082. Certification of Bond Issuance.

Following the Committee's receipt of a Report of Action Taken as provided in section 5142, the State
Treasurer or his or her designee shall provide the Applicant with a letter certifying that the Bond issue
meets the requirements of 26 U.S.C. section 146. For Mortgage Credit Certificate Applicants, this
certification letter shall be provided the time that the Committee Resolution is transmitted.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.83(b), 8869.84(c),
8869.86(c) and 8869.93 Government Code.
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Article 8. Expiration of Allocations

§ 5100. Program Expiration Dates.

(a) The expiration date of the Allocation shall be specified in the Committee Resolution and shall start
from the date on which the Committee awards the Allocation.

(b) Notwithstanding extensions as provided in sections 5101 or 5103; the limitations prescribed by
section 5104; or Allocations awarded on a carry-forward basis as provided in section 5131; the
expiration dates for issuing Bonds or converting Bonds to Mortgage Credit Certificate authority shall be:

(1) One-Hundred Eighty (180) days for the issuance of Beginning Farmer Bonds, Mortgage Revenue
Bonds, Small-Issue Industrial Development Bonds, Exempt Facility Bonds, and the conversion of Bonds
to Mortgage Credit Certificate authority.

(2) One-hundred twenty (120) days for the issuance of Student Loan Bonds and for the issuance of at
least one (1) Mortgage Credit Certificate.

(3) For Qualified Residential Rental Project Bonds, the following expiration dates shall be assigned

randomly-by-alottery-drawingconducted by the Executive Director within five (5) business days

following each Allocation Round:

(i) Projects receiving an allocation shall be assigned an expiration date of one-hundred eighty
(180) days or one-hundred ninety-four (194) days. In the event the Committee allocates more
than 50% of the year’s QRRP Allocation in any one round, there shall be a third expiration date
of two-hundred eight (208) days, and the Executive Director shall assign approximately one-
third of the projects in that round to each expiration date whenever possible.

(ii) A project's applicant may request an expiration date of less than one-hundred eighty (180)
days by submitting a written request to the Executive Director. The request shall be submitted
no later than the final posting date for the round in which the project is seeking an allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e)
and 8869.89, Government Code.

§ 5101. Extensions to Expiration Dates.

For Allocations awarded during an Open Application Process, the Executive Director may grant
extensions of up to ninety (90) days.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e)
and 8869.89, Government Code.
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§ 5103. Five Day Hardship Extensions.

The Committee may grant an extension to the expiration dates provided in sections 5100 and 5101, up to
five (5) additional business days for extreme hardship cases. The Committee may delegate this authority
to the Executive Director.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e)
and 8869.89, Government Code.

§ 5104. Year-End Allocations.

Unless the Committee authorizes the carry-forward of an Allocation pursuant to article 10 of this
chapter, the expiration date of all Allocations shall be no later than December 31 of the same calendar
year pursuant to 26 U.S.C. section 146(d), which defines the State Ceiling. The pending year-end
expiration may result in the assignment of expiration dates shorter than as prescribed in section 5100.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e)
and 8869.89, Government Code.

§ 5105. Reversion to Committee.

Upon expiration of an AHecatien-issuance deadline, any amount of the Allocation that has not been used
to issue Qualified Private Activity Bonds or converted to Mortgage Credit Certificate authority will

automatically revert to the Committee unless such amount is authorized by the Committee for transfer
or is carryforward pursuant to U.S. Code § 146, in which latter case it shall be used for the bond issuer’s
next bond issuance pursuant to Section 5133.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and 8869.89,
Government Code.

§ 5106. State Single Family Programs.

Carryforward Allocations made pursuant to article 10 of this chapter to a Veterans Home Loan Program
or a CalHFA Single Family Program are not subject to expiration except as set forth in 26 U.S.C section
146(f)(3).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.84(e), Government Code.

§ 5107. Veterans Home Loan Programs. [Renumbered]
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Article 9. Transfers of Allocation

§ 5120. Transfer Requirements.

(a) Except for the reversion of unused Allocation pursuant to section 5106, Allocations are not
transferable unless expressly authorized in writing by the Committee. The Committee may permit
transfers of Allocation as follows:

(1) The Committee may permit transfers of carryforward Allocations to the highest scoring
Application on a waiting list or, if a waiting list does not exist, the highest scoring Project in
gueue in a current Allocation Round.

(2) The Committee may permit transfers of Allocation between Applicants for the same Project.
Prior to the transfer of an Allocation between Applicants for the same Project, the new
Applicant must demonstrate that both the Minimum Application Requirements outlined in
Section 5033 and the specified program threshold requirements have been met prior to the
Committee's approval of the transfer.

(b) Where the Applicant is administering a Single Family Housing Program for itself and other
participating jurisdictions, the use of Allocation within the participating jurisdictions listed in the
Committee Resolution is not considered a transfer. For purposes of this subdivision, participating
jurisdictions means those entities that have provided written assignment of their rights to secure an
Allocation to the Applicant. The Applicant shall submit copies of the assignments with the Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.85(c), 8869.85(d)
and 8869.86(a)(3), Government Code.

Article 10. Carry-Forward Allocations

§ 5130. Prohibitions.

An Applicant receiving an Allocation may not carryforward the Allocation to a subsequent calendar year
unless expressly authorized in writing by the Committee.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.85(c), Government
Code.

§ 5131. Granting of Carryforward Allocations.

The Committee may award Allocation on a carryforward basis for the purpose of providing sufficient
time for Applicants to issue Bonds under the current year's State Ceiling and/or to ensure all remaining
portions of the State Ceiling are issued.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.85(c) and
8869.86(a)(3), Government Code
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§ 5132. Expiration of Carryforward Allocations.

The Committee will specify the expiration date of the carryforward Allocation in the Committee
Resolution memorializing the grant of the Allocation. If any amount of the carryforward Allocation has
not been used to issue Bonds or convert Bonds to Mortgage Credit Certificate Authority on or before the
expiration date, the performance deposit will be forfeited to the Committee and the Committee may
require the Issuer to transfer the carryforward Allocation to another approved Project by the same
Issuer in accordance with section 5120. If the Committee does not require a transfer of the carryforward
Allocation, the expiration date may be extended with the approval of the Executive Director until the
Allocation expires pursuant to 26 U.S.C. section 146(f)(3) or to each subsequent deadline for submitting
Applications to the Committee. At that time, the Committee may require the Issuer to transfer the
carryforward Allocation to another approved Project by the same Issuer.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e),
8869.85(c) and 8869.86(a)(3), Government Code.

§ 5133. Use of Carryforward.

Pursuant to Section 5231, the Committee shall establish a rank-order list of all projects to be allocated
during a competitive round. The Committee shall determine if the issuers for such projects that are
scheduled to receive an allocation are in possession of any carry-forward allocation not otherwise
reserved for a project that has received an allocation but has not issued bonds, and if such a condition
exists, such carry-forward shall be subscribed to the projects, by the Executive Director, i

rank-erder which are scheduled to be awarded an allocation in the current round, starting-with-the
highestranking-prejeet pursuant to the priorities set forth by the Committee. The issuer's carryforward

shall be applied to all prOJects recommended for an allocation until exhausted Any—ea#y—ﬁe#wa#d

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e),
8869.85(c) and 8869.86(a)(3), Government Code.

Article 11. Reporting and Compliance Requirements

§ 5140. Contact Information.

All reports required in this article shall be transmitted to the Committee at the address, e-mail or fax
number listed on the Committee's website, www.treasurer.ca.gov/cdlac.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.
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§ 5141. Notification of Bond Issue.

Within twenty-four (24) hours of using the Allocation to issue Bonds or to convert Bond authority to
Mortgage Credit Certificate authority, an Applicant or its counsel shall notify the Committee of such use
of the Allocation via the e-mail address or facsimile number as provided in section 5140. The notification
shall identify the Applicant, the Project or program, the date the Allocation was used, and the amount of
the Allocation used. For Qualified Residential Rental Projects, the notification shall also provide the
estimated date of conversion to permanent financing and confirmation that the bond documents meet
the requirements set forth in section 5060.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.86(c), Government Code.

§ 5142. Report of Action Taken.

Within fifteen (15) calendar days of the first Bond closing, conversion of Bonds to Mortgage Credit
Certificate authority, or issuance of the first Mortgage Credit Certificate, an Applicant or its counsel shall
transmit to the Committee information regarding the issuance of Bonds or the conversion of Bonds to
Mortgage Credit Certificate authority by submitting the appropriate Report of Action Taken to the
address as provided in section 5140.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.86(c), Government Code.

§ 5143. Notification of Carryforward Election.

Applicants awarded Allocation on a carryforward basis as prescribed in section 5131 shall transmit to the
Committee, via the address provided in section 5140, the documents provided to the Internal Revenue
Service reporting the carryforward election no later than February 1st of the year immediately following
the year in which the Allocation was awarded.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.86(c), Government Code.

§ 5144. Annual Applicant Public Benefits and On-Going Compliance Self
Certification.

(a) All Projects that receive an Allocation and are within an existing regulatory period and/or compliance
period shall be monitored for compliance with the applicable terms and conditions of the Committee
Resolution by the Applicant (Issuer) and CDLAC. The new Issuer takes responsibility of reporting on
projects that have resyndicated after Year 15. Upon request, CDLAC will review and approve a
termination of the original bond regulatory agreement with the requirement that the new agreement
include affordability requirements that are at least as restrictive as those in the original agreement.

31



(b) The self-certification must be submitted by the Applicant to CDLAC no later than March 1 of each
year (or at such other time as requested by the Committee). The requirement shall be enforceable by
the Committee through an action for specific performance or other available remedy affecting the
Applicant including but not limited to disqualification from the program.

(1) For Projects receiving an Allocation prior to December 31, 2016, the Applicant shall complete and
submit the Annual Applicant Public Benefits and On-going Compliance Self Certification, via the online
compliance certification system annually for the longer of the period the bonds remain outstanding or
the period of restriction for QRRP projects outlined in Section 5192.

(2) For Projects receiving allocation after December 31, 2016, the Applicant shall complete and submit
the Annual Applicant Public Benefits and On-going Compliance Self Certification via the online
compliance certification system every year until the completion of the project and then if the project is
subject to a Regulatory Period and/or Compliance Period every three years thereafter or sooner upon a
termination of the Regulatory Period and/or Compliance Period.

(c) For all QRRP projects receiving allocations after December 31, 2016, Sponsors will be required to
utilize CTCAC's Compliance Online Reference Manual, specifically Section 1V: Qualify Tenants for Low
Income Housing Tax Credit Units, to verify tenant income in conjunction with initial occupancy. Ne-less

evidence-of the-verifyingincome-computation: Additionally Project Sponsors will be required to prepare
and forward a CTCAC Project Status Report (PSR) or equivalent documentation to the Applicant annually
in conjunction with the Annual Applicant Public Benefits and On-going Compliance Self Certification.
Sponsors must retain information pertaining to the income verification process for 10 years.

(d) For all QRRP projects receiving allocation after December 31, 2016, compliance with the income and
rental requirements of the Federally Bond-Restricted Units identified in the Committee Resolution and
the Bond Regulatory Agreement must be demonstrated by the Applicants initial review of 20% of all
management files associated with the Federally Bond-Restricted units and subsequent review every
three years of 20% of all management files associated with the Federally Bond-Restricted

units. Federally Bond-Restricted units will include a distribution of unit locations, sizes and income levels
(if applicable) and must be identified in the PSR. For this 20% of files, Applicants must review each initial
or subsequent occupant/s and their associated TIC in conjunction with the supporting income
verification documentation of each occupant's initial occupancy and make a determination if the project
is complying with the income and affordability standards. Additionally, Applicants must ensure a lease is
in place and executed. This review may be performed on-site or may be performed through an
electronic file audit. Completion of this task in addition to a valid Certification of Compliance Il or
equivalent form will provide Issuers with the ability to report annually to CDLAC regarding compliance
with the Federally Bond-Restricted unit restrictions. Information pertaining to the income verification
process will be kept on file for 10 years. Applicants must retain documentation memorializing review
and determination of income eligibility for 10 years. Source income documentation must be retained for
1 year. These guidelines rely on the compliance monitoring process and procedures in place for TCAC. To
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the extent TCAC is to alter their compliance policies and procedures, these guidelines shall be reviewed
by CDLAC for consistency and changes made where appropriate.

(e) For all QRRP projects receiving allocation after December 31, 2016, Sponsors requesting an allocation
of bonds absent the receipt of a CTCAC reservation will be identified at the time of application and will
have the following compliance options which will be represented in the Committee Resolution:

(1) Applicants that can demonstrate to the Executive Director's satisfaction experience and
current capacity to conduct on-site physical and file inspections through their Compliance
Policies will be required to conduct the 20% review of the Federally Bond-Restricted units files
on-site and perform a site inspection consistent with their Bond Compliance Policy every 3 years
after the Qualified Project Period has commenced.

(2) Applicants that cannot demonstrate to the Executive Director's satisfaction capacity to
conduct on-site physical and file inspections through their Compliance Policies will be required
to enter into an agreement with a private third party compliance firm, approved by CDLAC, who
must conduct the 20% review of Federally Bond-Restricted units files on-site and perform a site
inspection consistent with their current policies and procedures every 3 years after the Qualified
Project Period has commenced.

(3) A Sponsor can enter into contract with CDLAC or a designee to monitor the Federally Bond-
Restricted units for consistency with the bond regulatory agreement and the Committee
Resolution. The charge for this service will be equivalent to the compliance fee charged by TCAC
at the time the project submits their application to CDLAC.

(4) The election of the option will be included in the Committee Resolution.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a),
8869.85(b) and 8869.86(c), Government Code.

§ 5145. Certification of Compliance.

(a) All QRRP Projects receiving an Allocation prior to December 31, 2016 shall be monitored for
compliance with the applicable terms and conditions of the Committee Resolution by the Applicant and
CDLAC for the longer of the period the bonds remain outstanding or the period of restriction outlined in
Section 5192. MCC awards will be monitored until the allocation has been utilized. The Applicant shall
annually collect from the Project Sponsor and retain for QRRP projects a Certification of Compliance | as
attached to the Committee Resolution.

(b) For all Projects that receive allocation after December 31, 2016 and subject to a Regulatory Period
and/or Compliance Period, the Applicant shall collect from the Project Sponsor and retain the applicable
QRRP or Non-QRRP Certification of Compliance Il as attached in the Committee Resolution or other
comparable form outlined in an Applicant's approved Bond Compliance Policies. The QRRP or Non-QRRP
Certification of Compliance Il will be submitted annually to the Applicant until the Project is completed
and then if the project is subject to a Regulatory Period and/or Compliance Period, every three years
thereafter or sooner upon a termination of the Regulatory Period and/or Compliance Period.
Additionally, Applicants shall collect from the Project Sponsor and retain the applicable QRRP or Non-

33



QRRP Certificate of Completion as provided in the Committee Resolution or other comparable form
outlined in an Applicant's approved Bond Compliance Policies. In both instances, the certification must
be submitted by the Project Sponsor. The Applicant will then provide confirmation of receipt to the
California Debt Limit Allocation Committee no later than March 1 of each applicable year (or at such
other time as requested by the Committee) via the online compliance certification system. These
requirements shall be enforceable by the Committee through an action for specific performance or
other available remedy against the Project Sponsor.

(c) All QRRP Projects that receive Allocation and an award of low income housing tax credits shall be
monitored by the Committee or an entity acting on its behalf for compliance with the terms and
conditions of the Committee Resolution, and shall be subject to the provisions of section 10337 of Title 4
of the California Code of Regulations.

(d) All Non-QRRP Applicants must designate CDLAC, for the life of the bonds, to receive notice of
changes in use and circumstances of Bond Default and Qualifying Bond Default.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5146. Disqualification.

The Committee may disqualify an Application for a portion of the Pool if any of the following have been
documented about the Project Issuer, Project Sponsor or any entity that is a Related Party of the Project
Sponsor:

(a) Significant outstanding non-compliance in matters relating to the annual Certification of Compliance |
or Certification of Compliance I, Certificate of Completion, tenant files or physical conditions at any tax-
exempt Bond or low income housing tax credit financed property in California. Requests to excuse
properties monitored by the Committee or an entity acting on its behalf and owned by the Project
Sponsor or any entity that is a Related Party of the Project Sponsor or management company will not be
considered until the Committee has received documentation that the outstanding non-compliance
matters have been resolved;

(b) Multiple or repeated failures to use committed public subsidies or private activity Bond allocations
within applicable deadlines, or to provide committed physical amenities or services;

(c) Providing false information in connection with an Application; or

(d) Information that leads the Committee to reasonably and in good faith conclude that an allocation
will be inimical to, or incompatible with, the purposes of these regulations or the laws regulating the
allocation of the State Ceiling on Qualified Private Activity Bonds- or the obligation on the Committee to
affirmatively further fair housing pursuant to Government Code 8899.50(b). In determining whether an
Application is compatible with the Committee’s responsibility to affirmatively further fair housing, the
Committee will consider whether the Applicant, Project Issuer, or Project Sponsor has a documented
history of violating state or federal fair housing laws.
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Note: Authority cited: Section 8869.94 and 8899.5, Government Code. Reference: Sections 8869.84(c),
8869.85(a), 8869.85(b) and 8869.86(c), Government Code.

Article 12. Universal Evaluation Criteria for All Applications

§ 5150. Satisfactory Evidence.

Wherever these regulations require that an Applicant demonstrate a certain condition or characteristic
or satisfy certain minimum requirements, each such condition or characteristic or minimum
requirement must be demonstrated by satisfactory evidence. The Executive Director shall, upon
delegation by the Committee, determine whether each condition, characteristic or minimum
requirement has been satisfactorily demonstrated and may refuse to consider any Application that has
not satisfactorily demonstrated every minimum requirement.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.83(b) and
8869.84(c), Government Code.

§ 5151. Evaluation of Points.

Wherever the Application process contemplates the awarding of points, the Applicant must
demonstrate by satisfactory evidence that the related criterion has been satisfied. Where it is
determined by Committee staff that the evidence has not been satisfactorily demonstrated, the
Executive Director shall not award the related points.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5152. Readiness Threshold.

The Applicant must demonstrate satisfactory evidence to Committee staff that it can use the Allocation
within the time frame as provided in article 8 of this chapter.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(e),
8869.85(a) and 8869.85(b), Government Code.

§ 5153. Measurement of Distance.

(a) Except as provided in subdivision (b) wherever these 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.
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(b) Wherever these regulations refer to CTCAC regulations, in the event of any conflict between these
regulations and the CTCAC with respect to measurement of distance, the CTCAC regulations shall
prevail.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5154. Discovery of Erroneous Information.

It is the responsibility of each Applicant and each Project Sponsor to provide the Committee with
complete and accurate information at the time the Application is filed. If the Applicant/Project Sponsor
(or their attorneys, agents, employees, or other representatives) provides material that is incomplete,
erroneous, inaccurate, misleading or false as to a fact to the Executive Director's decision-making
process, the Application may be rejected. If incomplete, erroneous, inaccurate, misleading or false
information is discovered by Committee staff after an Allocation has been made, the Allocation may be
rescinded if Bonds have not been sold or an election to convert Bond authority to Mortgage Credit
Certificates has not been filed with the Internal Revenue Service. If Bonds have been sold or converted
to Mortgage Credit Certificates, the Committee may take other action as it deems appropriate.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), 8869.85(a) and
8869.85(b), Government Code.

§ 5155. [Repealed]

Chapter 2. Qualified Residential Rental Projects

Article 1. Definitions

§ 5170. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this chapter are defined as follows:

“Adaptive Reuse” means the retrofitting and repurposing of existing buildings that create new Qualified
Residential Rental Project units for the market, and expressly excludes any Project that involves
rehabilitation or any construction affecting existing residential rental units.

“AMI” or “Area Median Income” means the median family income of a county as set by the U.S.
Department of Housing and Urban Development.
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“At Risk Project” means a property that is at risk of conversion as defined by Revenue and Taxation Code
section 17058(c)(4) and 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)(4) and section
10325(g) of Title 4 of the California Code of Regulations, except that the assistance due to expire within
five (5) calendar years of application to the Committee may include a tax-exempt private activity Bond
regulatory agreement.

“BIPOC eEntity” means an entity that is at least 51% owned by one or more Black, Indigenous, or Other
People of Color or by a non-profit organization with a Black, Indigenous, or Other Person of Color
executive director/Chief Executive Officer (CEO) and board membership that is comprised of at least
51% Black, Indigenous, and Other People of Color. For purposes of this paragraph, Black, Indigenous, or
Other People 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 erthe-mesteurrentpublication-of
the United StatesCensus-:

“BIPOC Project” means a Qualified Residential Rental Project for which the sponsor is a BIPOC entity. A
BIPOC Project may be a New Construction Project, Rural Project, Preservation Project, or Other
Rehabilitation Project. A BIPOC Project does not include a project for which any principal, partner, or
member of the sponsor entity is eligible to receive maximum General Partner Experience points
pursuant to Section 10325(c)(1)(A) of the CTCAC regulations unless those points are awarded to a
principal of the BIPOC entity who no longer is employed by the developer of, or has an ownership
interest in, the project(s) which form the basis of the experience points.

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

“Capital Needs Assessment” means a document containing the information defined in section 5212.

“Community Revitalization Area” means one of the following areas for which a comprehensive
Community Revitalization Plan has been adopted and efforts specific to that plan have occurred: 1) a
Distressed Community for which a comprehensive Community Revitalization Plan has been adopted and
efforts specific to the plan have occurred; 2) a Federal Opportunity Zone, Choice Neighborhood, or HUD-
approved Neighborhood Revitalization Strategy Area; or 3) a Disadvantaged Community as identified by
the California Environmental Protection Agency's CalEnviroScreen map.

“Community Revitalization Plan” means a cemprehensive-plan-that-detailsspecificeffortsbeing

efforts as demonstrated by a letter from a local government official. The letter must delineate the
community revitalization efforts, including but not limited to:

1. community enhancement services in the neighborhood, including but not limited to,
job training or after-school enrichment programs;
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2. funds, not including funds for the proposed project, that have been expended in the past
five (5) years, that are being expended or that are committed to be expended to improve
the community infrastructure, including, but not limited to, parks, storm water systems,
sewer systems, or street improvements of the overall area;

3. projects, not including the proposed project, including but not limited to, retail, office and
housing that contributes to community revitalization that have been completed within the
past five (5) years, are underway or are committed to be completed; and

4. how the project would contribute to the community’s revitalization.

“CTCAC/HCD Opportunity Area Map” shall have the same meaning as in Section 10302(zz) of the CTCAC
regulations. An applicant may choose to utilize the census tract or census block group resource
designation, as applicable, from the CTCAC/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.

“Energy Star” means the certification satisfying the requirements of 42 U.S.C. section 6294(a).

“Federal Promise Zone” means any area with a continuous boundary and a population of not more than
200,000 that is nominated by a local government or Indian tribe and designated by the U.S. Department
of Housing and Urban Development to receive priority for Federal funding on the basis of its
unemployment, poverty, vacancy, and crime rates.

“FHA” means Federal Housing Administration.

“FHA Financed Project” means a project financed under 221(d)3, 221(d)4, 223(f) Federal Housing
Administration insurance program, or the Section 202 or 811 Capital Advance program, or any HUD-
sponsored capital financing pilot program.

“Final and Conclusive Determination Letter” means a written confirmation from the Department of
Finance (DOF) that its determination of an enforceable obligation as approved in a recognized obligation
payment schedule is final and conclusive, and reflects DOF's approval of subsequent payments made
pursuant to the enforceable obligation.

“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(g)(2)(B)(ii), will be included for purposes of this calculation. Projects that are At Risk
Projects or Projects that request low income housing tax credits are required to use Gross Rents for the
calculation of restricted rents.

“Hard Costs” means the cost of the work specified in a construction contract, including site work,
excluding contractor profit, general requirements and contractor overhead.

“HUD” means the United States Department of Housing and Urban Development.

“HUD Development Acknowledgement Letter” means HUD correspondence outlining that a project has
submitted an application for FHA financing, that the application has been deemed complete, and that
HUD is committed to providing the project with a Firm Commitment Letter prior to the issuance
expiration date of the project's Allocation.

38



“HUD Firm Commitment Letter” means a HUD loan commitment for FHA financing.

“MAP Lender” means a HUD-qualified lender that prepares FHA forms and performs preliminary
underwriting for certain FHA loan applications.

“Native American Lands” means real property located within the State of California that meets both the
following criteria:

(a) is trust land for which the United States holds title to the tract or interest in trust for the
benefit of one or more tribes or individual Indians, or is restricted Indian land for which one or
more tribes or individual Indians holds fee title to the tract or interest but can alienate or
encumber it only with the approval of the United States.

(b) the land may be leased for housing development and residential purposes under federal law.

“New Construction Project” - QRRP projects applying for an allocation of tax-exempt private activity
bonds who meet at least one of the following: (1) 100% of its units constitute new units to the market,
(2) involves the demolition or rehabilitation of existing residential units that increase the unit count by
(i) 25 or (ii) 50% of the existing units, whichever is greater or (3) adaptive re-use of non-residential
structures, including hotels and motels that were converted to residential use within the previous five
(5) years from the date of the application.

“Other Rehabilitation Project”: A QRRP Projects applying for an allocation of tax-exempt private activity
bonds from the General pool that is not eligible for treatment as a New Construction or a Preservation

Project. In a Competitive Application Process, an rehabilitation-oracguisition-and Other rRehabilitation
pProject must meet all of the following criteria:

1. Will complete at least $60,000 in hard construction costs per unit, as defined in CTCAC
Regulation Section 10320(x); 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.

“Permanent Supportive Housing”: A QRRP Project receiving points pursuant to Section 5230(g) as a
Special Needs Project for which the minimum required percentage of special needs units are restricted
as supportive housing for homeless and/or homeless youth as defined by Section 50675.14(b) of the
Health and Safety Code. The project shall comply with the core components of Housing First, as defined
in Welfare and Institutions Code Section 8255(b), with respect to the units designated for homeless
households.

“Preservation Project”: aA QRRP pProject applying for an allocation of tax-exempt bonds that is not a
New Construction project and meets at least one of the following: (1) has a pre-1999 HCD loan that is
being restructured pursuant to Section 50560 of the Health and Safety Code (AB 1699 projects); (2) is a
replacement or rehabilitation project approved by HUD pursuant to a Section 18 or Section 22
Demolition/Disposition authorization; (3) is an At-Risk project that is not subject to a regulatory
agreement imposing a rent restriction with a remaining term that is greater than five years from the
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year in which the application is filed that restricts income and rents on the residential units to an
average no greater than 60% of the area median income; or (4) is a project being rehabilitated under the

HUD Rental Assistance Demonstration (RAD) Program.; er{5}-is-a-prejectthatmeetsallofthefollowing:

“Quialified 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 consistent with Section
5192.

“Rent Comparability Matrix” means the form by which the third party that has completed the Market
Study provides information comparing the Project to comparable properties in the Project's market area
and evidences that each of the Project's unit types has met the requirements of Section 5191(b).

“Residential Rental Regulatory Agreement” means a covenant recorded against the title of a subject
property by a government entity limiting the property's use to rental housing and restricting tenant
incomes and rents to no more than 80% of the Area Median Income of the County in which the property
is located.

“Scattered Site Project” means multiple location Projects that:

(a) except where a single existing project-based Section 8 contract is in effect that covers all
locations, consist of no more than five (5) locations; and

(b) are not contiguous except for the interposition of a road, street, stream or similar property;
and

(c) are proposed to be financed through a single pooled bond transaction; and
(d) all locations are:

(1) subject to a Residential Rental Regulatory Agreement or subject to a federal, state,
or local rental or operating assistance agreement:

(A) within the boundaries of the same city, or
(B) within a 10-mile diameter circle within the same county, or
(C) within the same county if no location is within a city having a population of

five-hundred thousand (500,000) or more; or
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(2) All projects not described within (d)(1) must be within a one (1) mile diameter.

“Standard QRRP Application” means the Application for an Allocation of the Qualified Residential Rental
Project Pool titled “Application for an Allocation of the State Ceiling on Qualified Private Activity Bonds
for a Qualified Residential Rental Project (QRRP)” (Revised 05-31-2018), which is hereby incorporated by
reference.

“State of California Universal Application for the Development of Affordable Rental Housing” means the
State of California Universal Application for the Development of Affordable Rental Housing as provided
by the California Department of Housing and Community Development, the California Housing Finance
Agency, the California Tax Credit Allocation Committee, and the California Debt Limit Allocation
Committee for an Allocation of the Qualified Residential Rental Project Pool (revised 8-13-10), which is
hereby incorporated by reference.

“Supplemental Allocation” means the award of allocation to a Qualified Residential Rental Program
Applicant for a Project that received previous Allocation.

“Supplemental Allocation Request Letter” means the written request from the Applicant for
Supplemental Allocation for Projects having been awarded Allocation within the last thirty six (36)
months that may be submitted in lieu of a complete Application. The letter must be signed by the
Applicant and include information about the Project including the date and amount of prior Allocation,
the current status of the Project, revised sources and uses of funds, justification for the request for
additional Allocation, and any additional information the Committee or Executive Director deems
necessary.

“Universal Competitive Addendum” means the application addendum submitted along with a State of
California Universal Application for the Development of Affordable Rental Housing as provided by the
California Department of Housing and Community Development, the California Housing Finance Agency,
the California Tax Credit Allocation Committee, and the California Debt Limit Allocation Committee for
an Allocation of the Qualified Residential Rental Project Pool titled “Competitive Application for an
Allocation of the State Ceiling on Qualified Private Activity Bonds for a Qualified Residential Rental
Project (QRRP) Universal Application Addendum” (revised 11-30-2018), which is hereby incorporated by
reference.

“Universal Open Addendum” means the application addendum submitted along with a State of
California Universal Application for the Development of Affordable Rental Housing as provided by the
California Department of Housing and Community Development, the California Housing Finance Agency,
the California Tax Credit Allocation Committee, and the California Debt Limit Allocation Committee for
an Allocation of the Qualified Residential Rental Project Pool titled “Non-Competitive Application for an
Allocation of the State Ceiling on Qualified Private Activity Bonds for a Qualified Residential Rental
Project (QRRP) Universal Application Addendum” (revised 11-30-2018), which is hereby incorporated by
reference.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.
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Article 2. Applications

§ 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, CDLAC staff shall notify the Project Sponsor and the
applicant, and the applicant will have 5 days from staff-issued notification to cure the deficiencies. If,
after the 5 days, the deficiencies have not been corrected, as determined by CDLAC staff, the application
will be deemed incomplete.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5181. Concurrent Application with Other Agencies.

Applicants for an Allocation of the Qualified Residential Rental Project Pool that also seek financing in
conjunction with the California Department of Housing and Community Development and/or the
California Housing Finance Agency may submit a Universal Competitive Addendum or a Universal Non-
Competitive Addendum depending on whether the Allocation Round for which the Application is being
submitted is being conducted under a competitive or non-competitive process as provided in section
5010(b).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5182. Concurrent Application with CTCAC.

Applicants requesting an Allocation for a Qualified Residential Rental Project who concurrently have an
application for the same Project filed with CTCAC for consideration under the nine (9%) percent program
set forth in section 10325 of Title 4 of the California Code of Regulations will not be permitted to apply
to the Committee unless the application to CTCAC is withdrawn prior to the Application deadline.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5183. Subsequent Application with CTCAC.

Applicants that receive an Allocation for a Qualified Residential Rental Project are prohibited from
subsequently requesting an allocation of 9% low income housing tax credits from CTCAC for the same
Project, except where the Committee grants a waiver based on extraordinary circumstances, including
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but not limited to, the passage of significant time or circumstances outside the Applicant's control, and
makes a determination that the waiver is consistent with the provision of affordable housing.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 3. Minimum Requirements

§ 5190. Readiness.

In its Application, the Project Sponsor must demonstrate its readiness to use the Allocation as set forth
in this section.

(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. Applicants shall provide
information regarding the current owner of the project property, if other than the Project Sponsor.
Except as provided below for reapplications, 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 the title
insurance or a title insurance document are not acceptable substitutions for a preliminary report title
report, final title report, or a title report. The Committee may permit the site control title report of an
unsuccessful application to be submitted, only once, in the reapplication cycle immediately following the
unsuccessful application.

(1) Site control may be evidenced by any of the following:

(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;

(B) An executed lease agreement or lease option for the length of time the Project will be
regulated under this program between the Applicant or Project Sponsor and the owner of the
subject property;

(C) An executed disposition and development agreement for the length of time the Project will
be regulated under this program between the Project Sponsor and a public agency; or

(D) A valid, current, and enforceable contingent purchase and sale agreement or option
agreement between the Project Sponsor and the owner of the subject property, including
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evidence that all extensions necessary to keep the agreement current through the date of the
award of Allocation have been executed.

(E) Valid, current and enforceable purchase and sale agreements, contingent purchase sale or
option agreements in combination between the Project Sponsor, a third party and the owner of
the subject property such that the Committee can determine that upon a grant of Allocation the
Project Sponsor has a right to acquire the subject property.

(F) The Executive Director may determine that site control has been demonstrated where a local
agency has documented its intention to acquire the site, or portion of the site, through eminent
domain proceedings as evidenced by order(s) of possession.

(b) Local Approvals and Zoning. The Project Sponsor shall provide evidence, no later than the application
due date for the allocation round in which the Project is seeking an allocation, that the project meets the
requirements of Section 10325 (f)(4) of the CTCAC regulations.

(c) Project Sponsor and Project Developer. If not requesting experience points pursuant tosection
5230(f), the application must include a summary of the Project Sponsor and ProjectDeveloper
experience developing or rehabilitating housing with tax-exempt bond financing. A list of projects
must be included. The list may take the form of the CTCAC ExperienceAttachment.

(d) Legal Status of Project Sponsor and Developer. Applicants shall provide information
regarding the legal status of the Project Sponsor and Developer.

(1) Financial Viability. Disclose any legal or regulatory action or investigation that may have a
material impact on the financial viability of the project or the Project Sponsor and Developer.
The disclosure should be limited to actions or investigations in which the applicant or the
applicant's parent, subsidiary, or affiliate involved in the management, operation, or
development of the project has been named a party. Not Applicable is an unacceptable
response.

(2) Fraud, Corruption, or Serious Harm. Disclose any legal or regulatory action or investigation
involving fraud or corruption, or health and safety where there are allegations of serious harm
to employees, the public, or the environment. The disclosure should be limited to actions or
investigations in which the Project Sponsor and Developer or the Project Sponsor's and
Developer's current board member (except for volunteer board members of non-profit entities),
partner, limited liability corporation member, senior officer, or senior management personnel
has been named a defendant within the past ten years. Not Applicable is an unacceptable
response.

(3) Disclosures should include civil or criminal cases filed in state or federal court; civil

or criminal investigations by local, state, or federal law enforcement authorities; and
enforcement proceedings or investigations by local, state or federal regulatory agencies. The
information provided must include relevant dates, the nature of the allegation(s), charters,
complaint or filing, and the outcome. For a publicly-traded company, the relevant sections of
the company's 10K, 8K, and 10Q most recently filed with the Securities and Exchange
Commission may be attached in response to question #1. With respect to a response for
question #2, previous 10K, 8K, and 10Q filings of the company may be attached if applicable.
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(4) Fair Housing and Anti-Discrimination Laws. Disclose any regulatory or investigative
proceeding by a local, state, or federal agency relating to an alleged violation of fair housing or

anti-discrimination laws and the status of the proceeding.

(e) Reserved.

(f) Legislative Districts and Census Tracts. Applicants shall provide a. Federal Congressional District in
which the proposed Project is located b. State Senate District in which the proposed Project is located c.
State Assembly District in which the proposed Project is located d. Census Tract in which the proposed
Project is located.

(g) Prior Tax-Exempt Allocation Award. The Application will provide a narrative explanation of the
circumstances surrounding the prior allocation and why additional allocation is being requested.

(h) Project Description. Applicant shall submit a narrative description of the proposed Project. 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) (a) If
the Application is submitted under a non-competitive process, the Application must include a description
of the Project Type and Characteristics, including the construction type and proposed tenant population
pursuant to Section 5000 of the CDLAC Regulations. (b) If the Application is submitted under a competitive
process, Project Type and Characteristics documentation must be included pursuant to Section 5000
and 5170 of the CDLAC Regulations.

(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 At-Risk 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.
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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.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 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 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
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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).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 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. 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 years from the property lease effective date.

(b) If a Project is intended for eventual tenant homeowners the applicant shall provide evidence of a
financially feasible program 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.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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§ 5193. Debt Service Coverage Ratio.

(a) For Qualified Residential Rental Projects, a minimum debt service coverage ratio (the ratio of the net
operating income from the Project divided by the required debt service on the debt associated with the
Project) shall be no less than 1.15 in at least one of the project’s first three years except for FHA/HUD
projects, RHS projects or projects financed by the California Housing Finance Agency.

(b) Applicants shall complete the following information relating to the Debt Service Coverage Ratio
contained in the commitment for credit enhancement or private placement purchase of bonds, using
annualized pro-forma figures:

(1) Potential gross income less vacancy rate. Applicants shall use market area vacancy rate or
appraised vacancy rate, but in no event use less than 5%. If less than 5% is being used, a written
explanation as to the reason must accompany the Application.

(2) net operating income (effective gross income minus operating expenses (include Operating
& Replacement Reserves)), and

(3) principal plus interest (debt service), and

(4) the debt service coverage ratio (net operating income divided by principal plus interest). If
Potential Gross Income is significantly higher than Monthly Gross Rent, then CDLAC may ask the
applicant to identify other sources of Potential Gross Income to ascertain that these other
sources are allowed.

(c) The Applicant shall also submit an itemized breakdown of the operating expenses. Annual operating
expenses: general administrative (advertising, legal, accounting/audit, security, other and total general
administrative), management fee, utilities (fuel, gas, water/sewer, other, total utilities), payroll/payroll
taxes (on-site manager, maintenance personnel, insurance, other, total payroll/payroll taxes),
maintenance (painting, repairs, trash removal, exterminating, grounds, elevator, other, total
maintenance), service amenities budget (service coordinator/social worker, other, total service
amenities), other (specify)(total other), total annual residential operating expenses, total real estate
taxes, total reserves (operating and replacement), annual commercial operating expenses (if applicable),
total commercial space expenses (if applicable) and total operating expenses.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5194. Project Sources & Uses and Project Costs.

(a) Applications shall submit an itemized breakdown of the complete sources of construction financing;
and

(b) Applications shall include a listing of permanent sources and uses or complete and submit CTCAC’s
Form Sources and Uses Budget or comparable documentation and
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(c) Allliens to be included in the proposed financing should be itemized and a list of all liens to be paid off
at closing must be provided as Disposition of Current Outstanding Liens. All non- assumed liens to be paid
off at closing shall separately listed including lender/loan, amount, disposition and corresponding
exception number from the Title Report; and

(d) For rehabilitation projects, Applicants shall submit an itemized breakdown of hard construction

costs labeled as Attachment 8-B.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 4. Market Studies

§ 5200. Minimum Requirements — Market Study.

The Market Study must meet the current guidelines as required by the California Tax Credit Allocation
Committee, Title 4, Division 17, Chapter 1, Section 10322(h)(10).

(a) A full Market Study with a Rent Comparability Matrix for each applicable unit type prepared within
(180) days of the Application deadline by an independent third party having no identity of interest with
the Applicant, Project Sponsor, or Related Party is required.

(b) The study must establish both need and demand for the proposed Project. If the Market Study does
not support sufficient need and demand for the Project, the Application may be considered ineligible to
receive an award of Allocation.

(éc) A market study shall be updated when proposed subject project rents change by more than five
percent (5%), or the distribution of higher rents increased by more than 5%, or 180 days have elapsed
between the earliest site inspection date for the subject property or comparable properties and the
application submission deadline for the round in which the Project is seeking an allocation. CDLAC shall
not accept an updated market study when more than twelve (12) months have passed since the earliest
listed site inspection date of either the subject property or any comparable property. In such cases,
applicants shall provide a new market study.

(ed) Acquisition/Rehabilitation projects subject to an existing Residential Rental Regulatory Agreement
or a federal, state, or local operating or rental assistance agreement may provide, as an alternative to
providing a market study and affordability matrices consistent with Section 5200(a), a comprehensive
market study consistent with 26 U.S.C. Section 42 (m)(1)(A)(iii). The study must be a written statement,
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certified by a third party market analyst, which includes a current rent roll. In addition, the project must
meet at least one of the following requirements:

(1) as certified by a third-party market analyst, the proposed tenant paid rents and income
targeting will not exceed one hundred-five percent (105%) of the current rents and targeting
and 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%); or

(2) as evidenced by copies of executed contracts, that the Project has been receiving federal,
state, or local operating or rental assistance and will continue to receive such assistance for at
least five (5) additional years. If a contract demonstrating operating or rental assistance for an
additional five (5) years is not available, a letter signed by the contractor's senior official may be
submitted that describes the efforts undertaken to effectuate an operating or rental assistance
contract, the expected duration of the contract, and the expected contract execution date.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 5. Sustainable Building Standards

§ 5205. Minimum Requirements.

(a) Applicants shall provide a certification that the minimum specifications pursuant to Section
10325(f)(7) (A) thru (K) of the CTCAC Regulations will be incorporated into the project design for all new
construction and rehabilitation projects.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 6. Acquisition and Rehabilitation Projects

§ 5210. Minimum Expenditures.

Except as set forth in subdivision (a) of this section, Qualified Residential Rental Projects involving the
rehabilitation of existing buildings must complete a minimum of $15,000 in hard construction costs per
unit.

(a) 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).

(b) For purposes of this article, “hard construction costs” means the sum of the structure costs plus on-
site and off-site costs.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a),
and 8869.85(b), Government Code.

§ 5211. Tenant Relocation.

Applicants proposing rehabilitation or demolition of occupied housing shall comply with Section
10322(h)(28) of the CTCAC regulations.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5212. Capital Needs Assessment.

Except as provided below for reapplications, the Applicant shall submit a Capital Needs Assessment with
report and inspection dates within 180 days prior to the Application deadline that details the condition
and remaining useful life of the building’s major structural components, all necessary work to be
undertaken and its associated costs, as well as the nature of the work, and distinguishing between
immediate and long term repairs. The Capital Needs Assessment shall also include a fifteen (15) year
reserve study, indicating anticipated dates and costs of future replacements of all major building
components that are not being replaced immediately and the reserve contributions needed to fund those
replacements. The Capital Needs Assessment shall be prepared by the Project’s architect, as long as the
architect has no identity of interest with the Project Sponsor or other member of the development team;
or by a qualified independent third party who has no identity of interest with any of the members of the
development team. The Capital Needs Assessment is not required if the Project, within the immediately
preceding three (3) years, received an Allocation and this requirement was satisfied in the original
Application. The Committee may permit the Capital Needs Assessment of an unsuccessful application to
be submitted, only once, in the reapplication cycle immediately following the unsuccessfulapplication.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 7. Post Issuance Oversight and Termination of Project-Based
Subsidies

§ 5220. Regulatory Compliance.

(a) All QRRP allocation recipients are required to execute a Bond Regulatory Agreement (the “Regulatory
Agreement”), as a condition to the Committee's making an allocation, which will be recorded against the
property for which the allocation is used, and will reflect all commitments outlined in exhibit A of the
Committee's resolution. For projects submitted to CDLAC after December 31, 2016, the Regulatory
Agreement shall terminate prior to the end of the CDLAC Resolution affordability term only in the event
of (i) involuntary noncompliance with the provisions of the Regulatory Agreement caused by fire or
other casualty, seizure, requisition, change in a federal law or an action of a federal agency after the
bond issuance which prevents the Issuer, Fiscal Agent and/or the Trustee (as applicable) from enforcing
such provisions, or (ii) foreclosure, exercise of power of sale, and/or transfer of title by deed in lieu of
foreclosure in connection with a deed of trust directly or indirectly securing the repayment of Standard
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Permanent Bonds, or repayment of a non-Bond related obligation that provides permanent project
financing and meets the requirements of section 5193 or condemnation or a similar event, but only if, in
the case of the events described in either clause (i) or (ii) above, the bonds are redeemed within a
reasonable period or the proceeds for the event are used to provide a project that meets the
requirement of the Regulatory Agreement.

(b) If Cash Flow Permanent Bonds finance project costs in projects submitted to CDLAC after December
31, 2016, all units identified in the CDLAC resolution, including both the Federally Bond-Restricted Units
and the Other Restricted Units, will be incorporated into the Bond Regulatory Agreement. Assumptions
to be included in the Bond Regulatory Agreement regarding the Other Restricted Units will include the
AMI as outlined in the CDLAC resolution, a limitation that tenants pay no more than 30% of their
income, and 1.5 person per bedroom occupancy standard to determine the applicable rent.

(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 55 years (50 years for Projects located on
Native American Land) from the date 50% occupancy is achieved or the commencement of the
CDLAC Qualified project period, whichever date is earlier;

(3) Include all applicable income and affordability requirements outlined in 26 U.S.C. § 142, Cal.
H&S Code § 34312.3 (c )(1) & (2), Cal. H&S Code § 51335(a), and Cal. H&S Code § 52080 (a)(1);

(4) Clarify that compliance with items not contained within the body of the Bond Regulatory
Agreement but referred to in the CDLAC resolution are the responsibility of the Sponsor to
report to the Issuer;

(5) Designate CDLAC to receive notice of changes in ownership, Issuer, project name and
management company; and

(6) Designate CDLAC to receive all notices regarding defaults associated with the rents and
income requirements, Bond Default, Qualified Bond Default, and regulatory termination.

(d) Where a Project is receiving renewable project-based rental assistance or operating subsidy:
(1) the Sponsor shall in good faith apply for and accept all available renewals; and

(2) if the project-based rental assistance or operating subsidy is terminated through no fault of
the owner, the property owner shall immediately notify CDLAC in writing and shall make every
effort to find alternative subsidies or financing structures that would maintain the deeper
income targeting contained in the CDLAC resolution. Upon documenting to CDLAC's satisfaction
unsuccessful efforts to identify and obtain alternative resources, the owner may increase rents
and income targeting for rent restricted units above the levels allowed by the CDLAC resolution
up to the federally and state-permitted maximums. Rents shall be raised only to the extent
required for financial feasibility, as determined by CDLAC. Where possible, remedies shall
include skewing rents higher on portions of the project in order to preserve affordability for
units regulated by CDLAC at extremely low income targeting. Any necessary rent increases shall
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be phased in as gradually as possible, consistent with maintaining the project's financial
feasibility. If housing special needs populations, the property owner shall attempt to minimize
disruption to existing households, and transition to non-special needs households only as
necessary and upon vacancy whenever possible.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 8. Evaluation Criteria

§ 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.

(b) Preservation and Other Rehabilitation Project Priorities (20 points maximum).

(1) Preservation and-OtherRehabilitation Projects meeting the following criteria shall receive points in
the highest scoring category only:

{H(A) A project that meets at least one of the following shall receive 20 points:

(i) An At Risk Project,

(ii) e¥a A project 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,

(iii) exany A replacement or rehabilitation project approved by HUD pursuant to a Section 18 or
22 Demolition/Disposition authorization,

(iv) erany A component one project being rehabilitated under the HUD Rental Assistance
Demonstration (RAD) Program shallreceive20-points.

{2}(B) A project that meets at least one of the following shall receive 14 points:

{A}i) A component two project being rehabilitated under the HUD Rental Assistance
Demonstration (RAD) Program; or
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{B3(ii) A project with a pre-1999 HCD loan that is being restructured pursuant to Section 50560
of the Health and Safety Code (AB 1699) that has not previously received an allocation of
Low-Income Housing Tax Credits.

(4—) (_)A prOJect tha%reeewesgevermqemss%aneeeﬁaueasté&pereeﬂteﬁh&w%

with a pre-1999
HCD Ioan that is belng restructured pursuant to Section 50560 of the Health and Safety Code
(AB 1699) that has previously received an allocation of Low-Income Housing Tax Credits shall

receive 6 preservatien-priority points.

(2) Other Rehabilitation Projects meeting all of the following criteria shall receive 20 points:

(A) The project does not result in a distribution of net project equity as defined in CTCAC Regulations
to a general partner or a related party to the general partner (there may be a buyout of a limited
partner or equity distributed to a third party seller);

(B) There is no partial or full repayment of existing soft financing; and

(C) The application’s developer fee limit pursuant to CTCAC Regulation Section 10327(c)(2) is further
limited to a cash-out developer fee no greater than 80% of the CTCAC cash-out developer fee
limit.

(c) New Construction Density and Local Incentives (10 points maximum); Preservation Projects and
Other Rehabilitation Projects are not eligible for these points). 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 Codej; or 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 pursuant to a local
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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 or below 30% of
area median income and an additional 10% of tax credits units are restricted at or below 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,
with the results for each unit type weighted relative to the percentage of tax credit units of that type in
the project, and the resulting percentage shall be used to determine the final point score. In cases
where unit sizes of the same unit type vary, the smallest of these units shall be the basis for comparison.
When family comparables are used in addition to senior comparables (outside the 1-mile radius) points
will be calculated using the family comparables.

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

(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 CTCAC regulations
and a BIPOC Entity, provided that the partnership agreement (i) allocates a share of the
developer fee, cash flow, and net sale proceeds to the BIPOC Entity that is equal to or
greater than the share to the entity with maximum general experience points and (ii)
provides the BIPOC Entity an option to purchase the development.

(C) 7 points if the sole sponsor is a BIPOC Entity 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 CTCAC regulations for that
development and (iii) demeﬂstpa%es—te#%e—satsﬁaeueﬂ@f—me%xeeumfe—&mete#

as prescribed by CTCAC 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 CTCAC regulations.

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

(g) Housing Types (10 points maximum; Preservation Projects and Other Rehabilitation Projects not
eligible for these points). A New Construction Project 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(g) of
the CTCAC regulations. Points will be awarded only in one housing type

(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
project development costs, except that a New Construction Project that receives points as a Large
Family, or Special Needs project pursuant to the conditions specified in Section 5230(j)(1)(A) and is
located in a High or Highest Resource Area as specified on the CTCAC/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 CTCAC
regulations.
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(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 CTCAC regulations, except that the applicant shall
commit-te-commenee demonstrate construction can commence within 180 days of the bond allocation.
Projects that receive the maximum number of points pursuant to this subdivision shall have a readiness
deadline that aligns with the allocation expiration assigned pursuant to Section 5100(b)(3)(i) and submit
within that time period, evidence of the issuance of building permits (a grading permit does not suffice
to meet this requirement except that in the event that the city or county as a rule does not issue
building permits prior to the completion of grading, a grading permit shall suffice; if the projectis a

complete, the city or county shall have approved construction to begin), or the applicable tribal
documents, and notice to proceed delivered to the contractor. Failure to meet the 186-day assigned due
date shall result in rescission of the bond allocation. In addition, er negative points_ may be assessed at
the discretion of the Committee pursuant to Section 5230 (n).

(j) Affirmatively Furthering Fair Housing (2810 points maximum).

(1) A New Construction project shall receive points in only one of the following manners:

(A) Except as provided below, 2810 points if the project receives points as a Large Family
project or Special Needs project pursuant to Section 5230(g) (except the Special Needs project
shall have at least 50% of its units set aside as permanent supportive housing for the
homeless), is located in a High or Highest Resource Area as specified on the CTCAC/HCD
Opportunity Area Map, and at least 10% of tax credit units shall be restricted at or below 30%
of area 56 median income and an additional 10% of tax credits units shall be restricted at or
below 50% of area median income (except Special Needs projects shall be exempt from this
50% AMI requirement).

Using the sort order described in Section 5231, once projects receiving 10 points pursuant to
this subparagraph (A) have been recommended for allocations that meet or exceed the
following 50% threshold, all remaining projects in each pool or set-aside shall receive 9 points
for meeting the requirements of this subparagraph. For the purpose of awarding points per
round (excluding an established waiting list) pursuant to this Section 5230(j), 10 points will be
awarded until approximately 50% of the amount available to a pool or set-aside has been
allocated. Subsequently, all remaining projects in each pool or set-aside shall receive 9 points

for meeting the requirements of this subparagraph.
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~With respect to New
Construction Projects, at least 10% of tax credit units shall be restricted at or below 30% of
area median income and an additional 10% of tax credits units shall be restricted at or below
50% of area median income.

(2) For purposes of subparagraphs (A) £e+{€}, a project located in a resource area
designated on the CTCAC/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 CTCAC regulations, except that projects not meeting
one of the housing types specified in 10325(g) of the CTCAC regulations shall be able to choose the
services provided without regard to the housing type conditions within the service amenity categories.

() 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 Family, or Special Needs project pursuant to the
conditions specified in Section 5230(j)(1)(A)) and is located in a High or Highest Resource Area as
specified on the CTCAC/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 CTCAC regulations, except that the increase for
deeper targeting pursuant to Section 10327(c)(5)(C) of the CTCAC regulations shall be limited to 80%.

(m) Site amenities (10 points maximum). A project shall receive up to 10 site amenity points for which it
is eligible pursuant to Section 10325(c)(4)(A) of the CTCAC regulations, except that a maximum of
three points shall be available to any project that meets the Resource Area criteria of clause 11 of
that subparagraph.

(mn) Negative Points (no maximum).

(1) The Committee may 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 may 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 is not material, or is the result of
voluntarily returning leveraged soft resources due to the project being over-sourced, or
if a change in federal or state law provides additional financial resources that result in a
reduction in leveraged soft resources. This deduction may be assessed against the
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Project Sponsor for a period of up to two (2) calendar years (10 points each year) from
the date on which the prior Allocation was awarded.

(B) Ten (10) points may be deducted for each failure to issue Bonds, or utilize 90% or
more of a Supplemental Allocation thatresults-inthefullamountofthe-Alocation
reverting-back-te-the Committee, unless it can be demonstrated that the failure was
unforeseen and entirely outside of the Project Sponsor's control. This deduction may be
assessed against the Project Sponsor for a period of up to two (2) succeeding years (10
points each year) following the year Allocation was awarded.

(C) Ten (10) points may 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 Sponsor's control, the amount not spent
is not material or is consistent with the requirements of Section 5052(b), or the
deviation from the terms and conditions of the Committee Resolution is not material.
This deduction may be assessed against the Project Sponsor for a period of up to three
(3) calendar years (10 points each year) from the date of determination of failure to
spend proceeds.

(D) Ten (10) points may 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 may be assessed
for a period of up to three (3) calendar years (10 points each year) from the date of
determination of non-compliance with the Committee Resolution.

(2) Where CTCAC 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 CTCAC 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.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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§ 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 except that no project shall
receive bond allocation if it had requested and is not scheduled to receive an award of State Tax Credits:

(a) Applications for Rural Projects will be ranked amongst themselves, and separately from Applications
for all other Qualified Residential Rental Projects. Applications for Rural Projects awarded the greatest
number of points after factoring in the tie breaker pursuant to Section 5231(g), as applicable, shall be
awarded an Allocation from the Rural Pool. Applications for Rural Projects not receiving an Allocation
will not be eligible for consideration for an Allocation under subdivisions (b), (c) or (e) of this section.

(b) Applications for Preservation Projects will be ranked amongst themselves, and separately from
Applications for all other Qualified Residential Rental Projects. Applications for Preservation Projects
awarded the greatest number of points after factoring in the tiebreaker pursuant to 5231(g) as
applicable shall be awarded an Allocation from the Preservation Project Pool. Applications for
Preservation Projects not receiving an Allocation pursuant to this subdivision 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 after factoring in the tie breaker
pursuant to Section 5231(g), as applicable, 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 BIPOC Projects will be ranked amongst themselves, and separately from Applications
for all other Qualified Residential Rental Projects. Applications for BIPOC Projects awarded the greatest
number of points after factoring in the tie breaker pursuant to Section 5231(g), as applicable, shall be
awarded an Allocation from the BIPOC Pool. Applications for BIPOC 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 Residential Rental Projects that are New Construction Projects, exclusive of
Rural Projects will then be ranked together. Applications receiving the greatest number of points after
factoring in the tie breaker pursuant to Section 5231(g), as applicable, shall be awarded an Allocation
from the New Construction Pool in the following manner.

(1)(A) Set Aside application selection. Beginning with the top ranked application from the
Homeless Set Aside, subject to the conditions in Section 5231(e)(1)(B), followed by the
Extremely Low/Very Low Income Set Aside, and the Mixed Income Set Aside, the highest scoring
applications in each Set Aside shall be awarded an Allocation pursuant to the procedures in
Section 5231(f). 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).
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(B) For purposes of the Homeless Set Aside only, applications for projects in which at least
10045% of the tax credit units are designated for homeless households as defined in Section
10315(b)(1)_thru (4) of the CTCAC regulations at affordable rents consistent with Section
10325(g)(3) of the CTCAC regulations shall be awarded an Allocation prior to any other
application eligible for the Homeless 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 BIPOC 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;
exelusive-of Rural-Proejeets. Any such amounts shall not be added to the respective QRRP pool,
Set Aside, or geographic region in the following year, nor 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;exelusive-of-Rural-Projects; that have not received an allocation in the
final allocation round ordered from hlghest to Iowest ranking.-lo-thecoventihatallecationsare

(f) If the last project allocation in a Pool, Set Aside or geographic region requires more than the bonds
remaining in that Pool, Set Aside or geographic region, such overages will be subtracted from that Pool,
Set Aside or geographic region in determining the amount available in the Pool, Set Aside or geographic
region for the subsequent allocation round. In no case will the last project to be allocated in a Pool, Set
Aside or geographic region receive an Allocation unless at least 80%, or 100% in the final round of the
year, of the requested AIIocatlon for that project is remalnlng in that Pool, Set A5|de or geographlc
region for that round.
awardinga-projectthat-meetsthiscondition: Netwthstandmg—the-ﬁe;egmng—wWhen the flrst or next
highest-ranking project does not meet the 80% or 100% rule above, that project, as well as any
subsequent projects in rank order that also do not meet the 80% or 100% rule, may be skipped over to
the next highest ranking project that meets the 80% or 100% rule. However, no project may be funded
by this skipping process unless it (a) has a point score within one point of the first project skipped, and
(b) has a final tiebreaker score equal to at least 75% of the first skipped project’s final tiebreaker score. If
bonds within a Pool, Set Aside or geographic region remain unallocated at the end of an allocation
round, they will be added to the subsequent round amounts in the same Pool, Set Aside or geographic
region. In the final allocation round of the year, the allocations within a Pool, Set Aside or geographic
region shall not exceed the amount of bonds available in the Pool, Set Aside or geographic region.

(g) If two or more Applications are awarded the same total number of points, these Applications will be
ranked according to the tewest highest amount of public benefit per dollar of cost-adjusted Bond and

62



State Credit Allocation requeste

huni I atad § od of 20 .

(1) A project’s public benefit is the sum of all of the following:

(A)

The project’s unit production benefit, which is the product of 1) the bedroom-adjusted

(B)

number of tax credit units; and 2) $50,000. To calculate a project's bedroom-adjusted
number of tax credit units, the Committee shall first multiply the number of tax credit
units of each bedroom count by the adjustment factor for units of that bedroom count.
A project's bedroom-adjusted number of tax credit units shall be the sum of each of
these products. The adjustment factors shall be: (A) .9 for a studio unit. (B) 1 fora 1-
bedroom unit. (C) 1.25 for a 2-bedroom unit. (D) 1.5 for a 3-bedroom unit up to no more
than 30% of the total units, then such additional units shall be counted as 2-bedroom
units (E) 1.75 for a 4-bedroom or larger unit up to no more than 10% of the total units,
then such additional units shall be counted as 2-bedroom units.

The project’s rent savings benefit, which is the product of 1) the sum across all tax

(C)

credit units of each unit’s difference between the monthly fair market rent established
by HUD for the county in which the project is located and the area median income
monthly gross rent limit for that unit at the targeted rent level for the appropriate
bedroom size, all calculated according to the methodology for tax credit rents; and 2)
180. In the event this calculation results in a negative number for any particular unit(s),
the rent savings benefit for such unit(s) shall not be lower than zero. Units with federal
project-based rental assistance shall be assigned targeted rent levels of 30% AMI
regardless of their actual income targeting. If the average affordability of tax credit
units, exclusive of units with rental assistance, is less than 40% AMI, then the calculation
shall assume a targeted rent level of 40% AMI for each tax credit unit that does not have
rental assistance.

The project’s population benefit, which is comprised of an ELI benefit and a special

(D)

populations benefit.

(i) ELI benefit, which is the product of 1) the number of tax credit units targeted at 30%
of AMI or below, limited to no more than 50% of tax credit units; and 2) $20,000.

(i) special populations benefit, which is the product of 1) the number of tax credit units
restricted to persons with Special Needs, as defined in Section 10325(g)(3) of the CTCAC
regulations, or veterans, limited to no more than 50% of tax credit units; and 2) $10,000.

The project’s location benefit, which is comprised of a Resource Area benefit, a

Community Revitalization Area benefit, and a transit/walkability benefit. If a project is
eligible for both a Resource Area benefit and a Community Revitalization Area benefit,
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the applicant must select only one of these benefits, the Resource Area benefit and

Community Revitalization Area benefits are not additive.

(i)

Resource Area benefit, which is one of the following:

(ii)

(aa) The product of 1) the bedroom-adjusted number of tax credit units in a Large
Family or Permanent Supportive Housing Project located in a Highest
Resource Area as specified on the CTCAC/HCD Opportunity Area Map; and 2)

30,000.

(bb) The product of 1) the bedroom-adjusted number of tax credit units in a Large
Family or Permanent Supportive Housing Project located in a High Resource
Area as specified on the CTCAC/HCD Opportunity Area Map; and 2) $20,000.

(cc)  The product of 1) the bedroom-adjusted number of tax credit units in a Large
Family or Permanent Supportive Housing Project located in a Moderate
Resource Area as specified on the CTCAC/HCD Opportunity Area Map; and 2)

$10,000.

A project is ineligible for this benefit if it receives a Community Revitalization Area
benefit.

An applicant may choose to utilize the census tract, or census block group as
applicable, resource designation from the CTCAC/HCD Opportunity Maps in effect
when the initial site control was obtained up to seven calendar years prior to the

application.

Community Revitalization benefit: The product of 1) the bedroom-adjusted number

of tax credit units located in a Community Revitalization Area and are a component
in the Area’s Community Revitalization Plan; and 2) $20,000.

A project is ineligible for this benefit if it receives a Resource Area benefit.

(iii) Transit/walkability benefit, which is the sum of the following:

(1) The product of 1) the bedroom-adjusted number of tax credit units within the
project, 2) the number of transit site amenity points the project receives pursuant to
Section 5230(m), and 3) $4,000.

(1) The product of 1) the bedroom-adjusted number of tax credit units within the
project, 2) the number of non-transit site amenity point categories for which the
project is eligible for the maximum points pursuant to Section 5230(m) (see CTCAC
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regulation Section 10325(c)(4)(A)2. through 9.), and 3) $4,000. For purposes of this
subparagraph, the site amenity distances must be measured by a walkable path.

(1) The product of 1) the bedroom-adjusted number of tax credit units included
with a project that has received an award from HCD’s Transit Oriented Development
Program or Affordable Housing and Sustainable Communities Program or that is
located within % mile of a transit stop with service at least every 30 minutes during
peak hours (or at least two departures during each peak period for a commuter rail
station or ferry terminal) or within % mile of a transit stop with service at least every
15 minutes (or at least four departures during each peak period for a commuter rail
station or ferry terminal); and 2) $25,000.

For purposes of this subparagraph, a transit stop is a bus rapid transit station, light

rail station, commuter rail station, ferry terminal, bus station, or public bus stop,
and peak hours are 7-9 a.m. and 4-6 p.m., Monday through Friday.

(2) The cost-adjusted Bond and State Credit Allocation shall be calculated as follows:

(A)

by reducing subtracting-theproductof the unadjusted Bond and State Credit
Allocation request and by the sum of the_following, as applicable:

(i) 15% for projects that are paid for in whole or in part out of public funds and are
subject to a legal requirement for the payment of state or federal prevailing wages.

(ii) either (aa) 10% for projects wherein at least 95% of the building(s) is constructed
as Type | as defined in the California Building Code; or (bb) 5% for projects wherein
at least 95% of the building(s) is constructed as a Type Ill as defined in the California
Building Code or a Type Ill/Type | combination.

(iii) 25% of the statewide basis delta for the county in which the project is located

At least ten 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 median two-bedroom 4% tax credit
threshold basis limit for any county in the state as those limits are determined by
CTCAC pursuant to Section 10302(rr) of the CTCAC regulations,-exceptthatthe

arcan ca-d aranca-sh note eed-30%—ANew on on-Proie h




Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5232. Competitive Application Process Maximum Allocation Amount.

(a) For projects subject to the Competitive Application Process, the Committee will allocate no more
than seventy-five million dollars ($75,000,000) 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 seventy-five million dollars ($75,000,000) 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 seventy-five million dollars
($75,000,000) may seek a waiver from the Committee based on the following factors:

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

(2) Documentation is provided in the Application indicating why a Qualified Residential Rental
Project cannot be developed in phases at a seventy-five million dollars ($75,000,000) level. The
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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.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5233. Allocation Limits.

(a) Limit CDLAC bond allocation on a per unit basis (adjusted by the number of bedrooms) in the
QRRP Pools as follows:

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

(b) Private Activity Bond allocation awards cannot exceed 55% of the aggregate depreciable basis
plus land basis. In determining compliance with this test, CDLAC staff may rely on the legal or tax
opinion submitted with the application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 9. Supplemental Allocation

§ 5240. Supplemental Allocation Process.

(a) Requests for Supplemental Allocations may be submitted electronicathy-duringany-Alocation-Reund
throughout the year. Except as provided in (b), sStaff shall review each request for Supplemental
Allocation and make a recommendation to the Committee regarding any possible award of additional
Allocation. Awards of Supplemental Allocations shall be memorialized in a Committee Resolution.
Netwithstandingseetion5244; aAll applicable requirements imposed on the associated initial project
Allocation, including, but not limited to, expiration of Allocation, Bond issuance deadlines, extensions,
transfers of Allocation, carry-forward elections and reporting will be equally applicable to Supplemental
Allocations.

(b) The Committee may delegate authority to the Executive Director to award Supplemental Allocation
to projects where the total supplemental requests are:

(1) no more than 10 percent of the project’s original allocation; and
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(2) no more than 52% of the aggregate depreciable basis plus land basis.

(c) For projects awarded Supplemental Allocation where the original allocation was awarded in Round 2
of 2022 or later: (i) no increase in developer fee will be permitted in association with the increase in
costs related to the project and (ii) the Project Sponsor will be subject to reduction in its tiebreaker
calculation determined by the Committee for a period of one round following the award of
Supplemental Allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5241 Realignment of Exp|rat|on Dates.

- Projects awarded a

Supplemental AIIocatlon du;mg—a—@empeﬁtwe—Appheaﬂen—PFeeess for which no Bonds were issuesd
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 10. Scattered Site Applications

§ 5250. Application Requirements.

(a) Applications for Scattered Site Projects shall provide all information required for each site. Additional
stipulations are as follows:

(1) For acquisition and rehabilitation projects, a Capital Needs Assessment report may combine
information for all Project sites in one report.

(2) For new construction projects and acquisition/rehabilitation projects, a Market Study may
combine information for all Project sites in one report; however, the Market Study shall have
separate Rent Comparability Matrices for each site.

(3) Acquisition/Rehabilitation Projects where each location is subject to an existing Residential
Rental Regulatory Agreement or a federal, state, or local operating or rental assistance
agreement may provide, as an alternative to providing a market study and affordability matrices
consistent with Sections 5200(a) and 5250(a)(3), a comprehensive market study consistent with
26 U.S.C. Section 42(m)(1)(A)(iii). The study must be a written statement certified by a third
party market analyst and the project must meet at least one of the following requirements:

(A) as certified by a third-party market analyst, the proposed tenant paid rents and
income targeting will not exceed one hundred-five percent (105%) of the current rents
and targeting and 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%);
or

(B) as evidenced by copies of executed contracts, the project has been receiving federal,
state, or local operating or rental assistance and will continue to receive such assistance
for at least five (5) additional years. If a contract demonstrating operating or rental
assistance for an additional five (5) years is not available, a letter signed by the
contractor's senior official may be submitted that describes the efforts undertaken to
effectuate an operating or rental assistance contract, the expected duration of the
contract, and the expected contract execution date.

(4) Evidence of site control shall be required for each site.

(5) Any maps provided shall include each site.
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(b) An Applicant may seek a waiver of the Scattered Site five (5) location limit. A written request
describing how the project will benefit from waiver of the location limit must be submitted no later than
the application due date for the allocation round in which the Project is seeking an allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 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 and the site represents 40% of total units, the Project shall be awarded two (2) points for this
category (40% x 5 points).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 11. Application Process for Projects Assisted by the U.S.
Department of Housing and Urban Development

§ 5255. Application Requirements.

(a) A CDLAC Forward Commitment letter may be granted in lieu of an award of allocation until the
Applicant receives the HUD Firm Commitment letter for the Project. A complete Open Qualified
Residential Rental Pool Application may be submitted when the Project meets the following
requirements:

(1) Applications must meet the requirements of a Qualified Residential Rental Project, as
described in Chapter 2.

(2) Applications may be submitted at any time with an expected staff review period of at least
thirty (30) days.

(3) The Applicant must disclose upon application that the Protect is a FHA financed
development.

(4) In lieu of a HUD Firm Commitment letter, a MAP Lender commitment letter outlining the FHA
financing must accompany the Application.

(5) All awards of allocation following a CDLAC Forward Commitment must occur prior to the last
day of the calendar year.

(6) Proof of HUD Firm Commitment Application Submittal will be due within thirty (30) days of
CDLAC Forward Commitment Approval.
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(b) The Committee shall make an award of allocation for a new Application if the following is submitted
no later than the application due date for the allocation round in which the project is seeking an
allocation:

(1) a complete Standard QRRP Application and application fee;
(2) a MAP Lender commitment letter outlining the FHA financing; and
(3) a HUD Development Acknowledgement Letter.

(c) All projects requesting an assignment and assumption of an existing HAP Agreement must have
submitted their assignment and assumption application to HUD by the CDLAC application date.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5256. Evaluation Criteria.

(a) Applications will be reviewed according to the Multi-Family Housing criteria, as referenced in Chapter
2, Article 8, Section 5230.

(b) Applications meeting the requirements of Chapter 2, Article 8, Section 5230 will be provided a
Forward Commitment in lieu of an award of allocation.

(c) Upon receipt of a HUD Firm Commitment letter, CDLAC will present an allocation recommendation to
the Committee for formal approval. The CDLAC closing timeframe will commence once the Committee
grants the allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code

Article 12. Expiring Projects in Difficult Development Areas

§ 5258. Eligibility Retention.

(a) To confirm that a Qualified Residential Rental Project (QRRP) application is complete in order to
retain a project's current year Difficult Development Area/Qualified Census Tract (DDA/QCT) status, an
Applicant must submit the following items to CDLAC no later than 16 days prior to the expiration date of
the project's DDA status:

(1) the project's completed Qualified Residential Rental Project application; and

(2) a written statement identifying the CDLAC allocation round in which the Applicant intends to
seek an allocation, pursuant to a CDLAC generated list of eligible allocation rounds for projects
in expiring DDA/QCT areas; and

(3) a written request that CDLAC confirm the Application is complete.
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(b) Upon determining that the application is complete, CDLAC will, prior to the expiration of the
project's DDA status, provide the Applicant with a letter stating that the application is complete.

(c) The letter described in subsection (b) shall be void and of no effect unless the bond issuances for the
project occur within the federally mandated timeframe for bond issuances applicable to projects with
expiring DDA statuses.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Chapter 3. Single Family Housing
Article 1. Definitions

§ 5260. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this chapter are defined as follows:

“Applicable Median Family Income” means the applicable median family income defined by 26 U.S.C.
section 143(f)(4), except that the definition of income contained in subdivision B of 26 U.S.C. section
143(f)(4) shall not apply to Applicants for a Single Family Housing Program.

“Fair Share Allocation Amount” means the amount of Allocation each Local Issuer shall receive pursuant
to the Fair Share Basis definition.

“Fair Share Basis” means that each county shall receive a proportionate share of the amount reserved
for Local Issuers based on the population of the county relative to the State's total population.
Populations will be based on data published by the California State Department of Finance
Demographics Unit. Where there is more than one Local Issuer in a county, each Local Issuer shall
receive a proportionate share of the county's reservation based on the population of the jurisdictions
served by an Issuer relative to the county's total population, or as agreed upon by the participating Local
Issuers.

“Homeownership Assistance” means financial assistance, including down-payment assistance, closing
cost assistance, soft-second financing for the purchase of a home, or such alternative homeownership
assistance as proposed by the Applicant in the Application and approved by the Committee. The
Homeownership Assistance must; one, be in a minimum amount of $7,500 or 3% of the purchase price
of the home, whichever is greater; two, be structured in the form of either a grant or a deferred
payment loan where the payment of principal and interest is deferred until such time as the home is
sold or re-financed; and three, include an incentive, to be proposed by the Applicant, for Program
Participants to fully perform the three (3) year service commitment. Applicants will not be required to
establish a distinct and separate homeownership program; existing programs may be used. The
Committee may delegate to the Chair or to the Executive Director of the Committee the authority to
accept and consider homeownership assistance of different types or characteristics than those
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specifically enumerated or required by this definition. The Committee may establish, or concur with the
establishment of, higher assistance limits to ensure program participation in high cost areas.

“MCC Application” means the Application titled “Application for an Allocation of the State Ceiling on
Qualified Private Activity Bonds for a Mortgage Credit Certificate Program” (revised 03 15 2018), which
is hereby incorporated by reference.

“MRB Application” means the Application titled “Application for an Allocation of the State Ceiling on
Qualified Private Activity Bonds for a Single-Family Housing Bond Program” (revised 11 30 2018), which
is hereby incorporated by reference.

“Performance Achievement Index” means the percentage of households that participated in a Single
Family Housing Program having met the goals set forth in section 5266 expressed as a percentage of the
minimum goal committed to by the Applicant. For example, if the number of households earning eighty
percent (80%) or less of the Applicable Median family Income of the area consisted of only 38% of the
participants in a program, then based on a committed goal of 40%, the Performance Achievement Index
would equal 95% (38% divided by 40%).

“Quialified Census Tract” means any census tract that is designated by the Secretary of Housing and
Urban Development pursuant to 26 U.S.C. section 42(d)(5)(C).

“VHLP Application” means the Application titled “Application for an Allocation of the State Ceiling on
Qualified Private Activity Bonds for a Veteran's Home Loan Program” (revised 03 15 2018), which is
hereby incorporated by reference.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 2. Eligibility Requirements

§ 5265. Application Process.

Applications for an Allocation of the Single Family Housing Program Pool shall be considered in
accordance with the provisions of chapter 1 and the submission of an MRB Application, a VHLP
Application or an MCC Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5266. Participation Goals.

An Applicant requesting an Allocation for a Single Family Housing Program must commit to the following
goals:

(a) A minimum of forty percent (40%) of the participants in the Single Family Housing Program must be
households:
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(1) Earning eighty percent (80%) or less of the Applicable Median Family Income of the area in
which the program is located; or

(2) Located in a Qualified Census Tract. Applicants may use the high-cost area adjustment set
forth in 26 U.S.C. section 143(f)(5) to meet this minimum requirement.

(b) An Applicant that is unable to meet the requirement outlined in subdivision (a) of this section, may
request an exemption. However, in no case may less than thirty-five percent (35%) of the participants in
the Single Family Housing Program be households:

(1) Earning eighty percent (80%) or less of the Applicable Median Family Income of the area in
which the program is located; or

(2) Located in a Qualified Census Tract. Applicants may use the high-cost area adjustment set
forth in 26 U.S.C. section 143(f)(5) to meet this minimum requirement.

(c) To be considered for an exemption an Applicant must submit documentation of the programmatic or
economic reasons why the requirement outlined in subdivision (a) of this section cannot be met.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5267. Consistency with Adopted Housing Elements.

(a) The proposed Single Family Housing Program must be consistent with the adopted housing
element(s) for the jurisdiction(s) in which the program is to be operated. The California Department of
Housing and Community Development must have determined the jurisdiction's adopted housing
element to be in substantial compliance with the requirements of Article 10.6 (commencing with Section
65580) of Chapter 3 of Division 1 of Title 7 of the Government Code. In addition, as required under
Section 65400 of the Government Code, the jurisdiction must have submitted an annual progress report
to the California Department of Housing and Community Development for the preceding 12-month
calendar year.

(b) Applicants requesting Allocation to implement a new Mortgage Credit Certificate Program shall
submit the following:

(1) Copies of the publicly adopted documents required by section 5031(b); and
(2) Copies of the program or operational manual.

(c) Applicants requesting Allocation for an existing Mortgage Credit Certificate Program shall submit the
following:

(1) A certification that the previously publicly adopted documents required in section 5031(b)
are valid and remain in force; or

(2) Provide copies of newly publicly adopted documents.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5268. Mortgage Revenue Bond Eligibility.

(a) For Mortgage Revenue Bond Programs, in order to be eligible for a new Single Family Housing
Program Allocation, the Applicant shall:

(1) Demonstrate that all proceeds from a bond issuance in the calendar year three (3) years
prior to the current year (other than minor amounts not to exceed $1 million) have been used to
finance loans, or; have been refunded on either a short or long term basis so as to be available
to finance loans.

(2) Certify that any remaining Bond proceeds or authority from an Allocation up to two (2)
calendar years prior to the current year will be used either before the use of new Allocation or
in conjunction with new Allocation in satisfying federal requirements for such prior funds.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5269. Mortgage Credit Certificate Eligibility.

(a) For Mortgage Credit Certificate programs, in order to be eligible for a new Single Family Housing
Program Allocation, the Applicant must:

(1) Demonstrate that all remaining bond authority in the calendar year two (2) years prior to the
current year (other than minor amounts not to exceed $1 million) have been issued to first time
home buyers.

(2) Certify that any Mortgage Credit Certificate authority remaining from the year prior to the
current year will be used before the use of new Mortgage Credit Certificate authority.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5270. Exceptions to Minimum Requirements.

The Committee may consider exceptions to the minimum requirements based upon detailed
information submitted by the Applicant that meeting these requirements presents an undue financial
burden or economic hardship for the Applicant. The Committee may delegate the discretion to approve
or deny an Applicant's request for such exception to the Chair of the Committee or to the Executive
Director. With respect to sections 5268 and 5269, to be granted an exception an Applicant must
demonstrate its need to use new Allocation even if unused Mortgage Revenue Bond Allocation or
Mortgage Credit Certificate authority totals over $1,000,000 from prior years.

75



Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5271. Allocation Method.

Applicants for the Single Family Housing Program Pool will be awarded an Allocation on a Fair Share
Basis. If a request exceeds an Applicant's Fair Share, additional funding can be provided to the extent
allocation is available in the Undesignated Reserve Pool in the allocation year the funding is requested.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5273. Income and Purchase Price Certification.

The Applicant's bond or tax counsel must certify that the income and purchase price limits outlined in
the CDLAC application for the program were established in accordance with a methodology authorized
by the Internal Revenue Code.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 3. Evaluation Criteria

§ 5275. Minimum Goals.

(a) An Applicant receiving an Allocation for a Single Family Housing Program will be held accountable for
achieving the minimum goals that were considered by the Committee in awarding the Allocation. The
Committee will monitor on an annual basis the programs awarded an Allocation. An Applicant whose
Single Family Housing Program did not achieve the participation goals set forth in section 5266 in the
previous calendar year, will have their Fair Share Allocation Amount reduced subject to following
schedule:

Performance Achievement Index Percentage of Fair Share Allocation Amount
91% -- 100% 100%

81% -- 90% 90%

71% -- 80% 80%

61% -- 70% 70%

0% -- 60% 60%

76



b) The Committee may consider exceptions to the above schedule of reduced Allocation where the
Applicant provides full written documentation of the reasons for the underachievement demonstrating
that the circumstances surrounding the underachievement are beyond the control of the Applicant. The
Committee may delegate the discretion to approve or deny an Applicant's request for such exception to
the Chair or to the Executive Director.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 4. Single Family Housing Bonus Pool

§ 5280. Eligibility Requirements.

If the Committee has established a Single Family Housing Program Bonus Pool in accordance with
section 5020(c), Applicants may be eligible if the following is demonstrated:

(a) For Mortgage Revenue Bond Programs:

(1) Demonstrate that Bonds allocated from the current year's Single Family Housing Pool have
been issued.

(2) Certify that proceeds from the current year's allocation are being used to finance loans.
(3) Justify the need for additional Allocation.
(b) For Mortgage Credit Certificate Programs:

(1) Demonstrate that Bonds allocated from the current year's Single Family Housing Pool have
been converted into Mortgage Credit Certificate authority.

(2) Certify that Mortgage Credit Certificates are being issued.
(3) Justify the need for additional Allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(b), Government Code.

§ 5281. Evaluation Criteria.

(a) The following criteria will be used to evaluate and rank all Applications considered for the Single
Family Housing Program Bonus Pool. All Applicants for Bonus Pool Allocation are required to meet a
minimum score of fifteen (15) points.

(b) Five (5) points will be awarded where a minimum of twenty-five percent (25%) of program
participants are households earning sixty percent (60%) or less of the Applicable Median Family Income
of the area in which the program is located.

77



(c) Five (5) points will be awarded where the program has exceeded its prior year's program
performance (based on the most recent yearly data that is available) by ten percent (10%) in assisting
households earning sixty percent (60%) or less of the Applicable Median Family Income of the area in
which the program is located.

(d) Five (5) points will be awarded where the program will address a demonstrable imbalance between
jobs and housing in the community or neighborhood based on sufficient evidence provided to the
Committee.

(e) Five (5) points will be awarded where at least twenty-five percent (25%) of the program activity will
occur in a Community Revitalization Area.

(f) Five (5) points will be awarded where at least twenty-five percent (25%) of the program activity will
occur in rural locations to assist units that will be developed under a low-income self-help ownership
program or be restricted for sale to low income households engaged in agricultural employment as
described in section 7202 of the Health and Safety Code.

(g) Five (5) points will be awarded where the program is augmented with a down payment assistance
program provided by the Applicant or by the other participating jurisdictions.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(b), Government Code.

§ 5282. Allocation Method.

Applicants for the Single Family Housing Bonus Pool will be awarded an Allocation of the Single Family
Housing Program Bonus Pool on a Fair Share Basis.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(b), Government Code.

§ 5283. Excess Bonus Pool Distribution.

(a) If the Committee has established that any portion of the Single Family Housing Program Pool and
Single Family Housing Bonus Pool is remaining by the final meeting of the year, this amount will be made
available to Local Issuers under the Single Family Housing Bonus Pool regardless of their initial Fair Share
Basis limit or amount of Allocation awarded in the current year.

(b) Subsequent to the determination made in subdivision (a) of this section, awards in this round will be
based on the pro-rata population of the jurisdictions served by the Applicant relative to the total
population served by the winning Applicants, but shall not exceed the amount requested in the
Application.

(c) If the total amount requested by all Applicants as determined in subdivision (b) of this section is less
than the amount available as determined in subdivision (a) of this section, and there are Applicants

78



whose pro-rata portion is less than their request, the Committee will consider distributing the excess up
to the full amount requested.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(b), Government Code.

Article 5. Veterans Home Loan Program

§ 5290. Veterans Home Loan Program (VHLP).

The Veterans Home Loan Program will utilize Mortgage Revenue Bonds to assist eligible California
veterans with advantageous first mortgages that are at a minimum commensurate with similar state
administered Single Family Housing Programs with respect to interest rates and Homeownership
Assistance. Allocations will be made on the condition that the entire Allocation will be used to provide
below market interest rate mortgages to California veterans.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(a), Government Code.

§ 5291. VHLP Reporting Requirements.

An Applicant receiving an Allocation for a Veterans Home Loan Program shall be responsible for
submitting an annual report of program activity to the Committee. The format for the annual report is
outlined in Attachment M of the VHLP Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(a), Government Code.

Chapter 4. Extra Credit Teacher Home Purchase Program
Article 1. Definitions

§ 5300. Definitions.

In addition to the definitions set forth in Government Code sections 8869.82 and 8869.84(g); and unless
otherwise required by the context, the following terms as used in this chapter are defined as follows:

“Academic Performance Index” or “API” means the index created by the Public Schools Accountability
Act of 1999 to measure the performance of schools, especially the academic performance of pupils, and
to demonstrate comparable improvement in academic achievement by all numerically significant ethnic
and socio-economically disadvantaged subgroups within schools (Education Code 52052).
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“Eligible Administrator” means any person who holds one of the following credentials issued by the
California Commission on Teacher Credentialing:

¢ Administrative Services Credential Administrative Services Credential (Examination)
¢ Standard Supervision Credential Standard Administration Credential

¢ General Elementary School Administration Credential General Elementary School Supervision
Credential

¢ General Secondary School Administration Credential General Secondary School Supervision
Credential

¢ General Administration Credential General Supervision Credential
¢ The Supervision Credential General School Principal or Supervisor Credential

“Eligible Classified Employee” means an employee of a school district employed in a position not
requiring certification qualifications and who provides administration or service at a High Priority School.

“Eligible Staff Member” means any person who holds one of the following credentials issued by the
California Commission on Teaching Credentialing:

* School Nurse Credential
e Clinical or Rehabilitation Service Credential

* Pupil Personnel Services Credential (e.g. School Counseling, School Social Work, School
Psychology and Child Welfare and Attendance)

e Library Media Teacher Service Credential

¢ Designated Subjects Vocational Education Teaching Credential

“Eligible Teacher” means any person who holds one of the following credentials issued by the California
Commission on Teacher Credentialing:

¢ Single Subject Teaching Credential

¢ Multiple Subject Teaching Credential

¢ Specialist Instruction Credential in Special Education

¢ Education Specialist Instruction Credential

¢ Standard Elementary Teaching Credential

¢ Standard Secondary Teaching Credential

¢ Standard Early Childhood Education Teaching Credential

¢ Standard Restricted Special Education Teaching Credential
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¢ General Kindergarten-Primary Teaching Credential

¢ General Junior High Teaching Credential

¢ General Elementary Teaching Credential

¢ Special Secondary Teaching Credential in Art

¢ General Secondary Teaching Credential

¢ Special Secondary Teaching Credential in Business Ed

¢ Special Credential for Teaching Exceptional Children

* Special Secondary Teaching Credential in Homemaking

¢ Special Secondary Credential for Teaching Lip Reading

¢ Special Secondary Credential for Teaching the Blind

¢ Special Secondary Limited Teaching Credential in Music

e Special Secondary Credential for Teaching the Partially Sighted Child

e Special Secondary Credential for Teaching Industrial Arts

¢ Special Secondary Teaching Credential in Speech Arts

¢ Special Secondary Teaching Credential in Music

e Special Secondary Credential for Teaching the Mentally Retarded

* Special Secondary Credential for Teaching Credential Limited in Agriculture
¢ Special Secondary Teaching Credential in Correction of Speech Defects
¢ Special Secondary Teaching Credential in Physical Ed.

“ETCHP Application” means the Application titled “Application for an Allocation of the State Ceiling on
Qualified Private Activity Bonds for an Extra Teacher Credit Home Purchase Program” (revised 11-16-
16), which is hereby incorporated by reference.

“Extra Credit Teacher Home Purchase Program Eligibility Certificate” means the certification to be
completed and submitted by the employing school district, County Office of Education or local Board of
Education that certifies to all of the following: The Program Participant is an Eligible Teacher, Eligible
Administrator, Eligible Classified Employee, or Eligible Staff Member; the Program Participant is not
currently under suspension, and there is not currently pending any disciplinary inquiry, investigation,
action or proceeding that could result in the suspension or dismissal of the Program Participant; the
entity completing the certificate has verified with the California Commission on Teacher Credentialing
that the credential of the Program Participant is not currently under suspension, and there is not
currently pending any disciplinary inquiry, investigation, action or proceeding that could result in the
suspension or revocation of the credential of the Program Participant; and the personnel file of the
Program Participant reflects that he or she has not been dismissed from employment with any school or
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school district for any reason, and that he or she has not been the subject of a disciplinary suspension
that has been upheld.

“High Priority School” means a California K-12 public school ranked in the bottom 50% of all schools
based on the most recent Academic Performance Index, i.e. schools receiving an API Statewide Ranking
of1,2,3,40r5.

“Homeownership Assistance” means financial assistance, including down-payment assistance, closing
cost assistance, soft-second financing for the purchase of a home, or such alternative homeownership
assistance as proposed by the Applicant in the Application and approved by the Committee. The
Homeownership Assistance must: Be in a minimum amount of $7,500 or 3% of the purchase price of the
home, whichever is greater; be structured in the form of either a grant or a deferred payment loan
where the payment of principal and interest is deferred until such time as the home is sold or re-
financed; and include an incentive, to be proposed by the Applicant, for Program Participants to fully
perform the three (3) year service commitment. Applicants will not be required to establish a distinct
and separate homeownership program; existing programs may be used. The Committee may delegate
to the Chair or to the Executive Director of the Committee the authority to accept and consider
homeownership assistance of different types or characteristics than those specifically enumerated or
required by this definition. The Committee may establish, or concur with the establishment of, higher
assistance limits to ensure program participation in high cost areas.

“National Board Certification” means certification from the National Board for Professional Teaching
Standards based upon successful completion of a voluntary assessment program covering a variety of
subject areas and student developmental levels.

“Program Participant” means an Eligible Teacher, Eligible Administrator, Eligible Classified Employee, or
Eligible Staff Member who receives a Mortgage Credit Certificate or a loan funded by Mortgage Revenue
Bonds from an Issuer receiving an Allocation from the Extra Credit Teacher Home Purchase Program
Pool.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.84(g), Government Code.

Article 2. Eligibility Requirements

§ 5310. Application Process.

Applications for an Allocation of the Extra Credit Teacher Home Purchase Program Pool shall be
considered in accordance with the provisions of chapter 1 and the submission of an ECTHP Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.

§ 5311. Application of Standards.

Issuers of Mortgage Revenue Bonds or Mortgage Credit Certificates pursuant to this chapter may apply
these eligibility standards to borrowers without regard to the date of receipt of Allocation.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.

§ 5312. Applicant Eligibility.

An Applicant requesting an Allocation from the Extra Credit Teacher Home Purchase Program Pool must
be an approved Issuer of Mortgage Credit Certificates or Mortgage Revenue Bonds and must propose an
Extra Credit Teacher Home Purchase Program whereby Mortgage Credit Certificates or loans funded by
Mortgage Revenue Bonds will be made available to Eligible Teachers, Eligible Administrators, Eligible
Classified Employees, and Eligible Staff Members. Issuers of Mortgage Credit Certificates and Mortgage
Revenue Bonds may apply jointly.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code

§ 5313. Program Goals.

The Extra Credit Teacher Home Purchase Program proposed by the Applicant must be for the purpose of
recruiting and retaining Eligible Teachers, Eligible Administrators, and Eligible Classified Employees in
High Priority Schools, and the Applicant must commit to and describe its plan to promote, publicize and
market the program in conjunction with school district(s) and county office(s) of education to Eligible
Teachers, Eligible Administrators, and Eligible Classified Employees.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.

§ 5314. Program Provisions.

The Extra Credit Teacher Home Purchase Program proposed by the Applicant must, at a minimum,
include all of the following:

(a) A specific plan that gives priority to Eligible Teachers, Eligible Administrators, and Eligible Classified
Employees working in High Priority Schools ranked 1, 2 or 3 in the API rankings.

(b) A provision that Eligible Teachers, Eligible Administrators, and Eligible Classified Employees include
such individuals who are assigned to a school district but provide administration or service to at least
one High Priority School for the length of the service commitment.

(c) A provision restricting the program to Eligible Teachers, Eligible Administrators, and Eligible Classified
Employees who agree, through a written service commitment, to teach, provide administration or
service in a High Priority School for a minimum of three (3) years continuously from the date the
Mortgage Credit Certificate or the loan funded by Mortgage Revenue Bonds is awarded to the Program
Participant, and for whom an Extra Credit Teacher Home Purchase Program Eligibility Certificate has
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been completed and submitted by a duly authorized representative of the employing school district or
county office of education.

(d) A written service commitment of the Program Participant. Program Participants are required to
certify to the Applicant when they have fully performed the service commitment or request to be
excused from the service commitment pursuant to subdivision (e) of this section. Early pay off of a loan
does not constitute an excuse from the service commitment. Certifications of service commitment must
be signed by either:

(1) A duly authorized representative of the employing school district or county office of
education; or

(2) The Program Participant under penalty of perjury.

(e) A provision by which Program Participants will be excused from their service commitment in the
following cases:

(1) The Program Participant has been continuously employed at the same school since the date
of the service commitment, but the school is no longer considered a High Priority School;

(2) The Program Participant's departure from the High Priority School was involuntary, and was
not the result of disciplinary action, and she/he accepts another eligible position at a California
K-12 public school within one year of the date of departure;

(3) Hardship cases, including but not limited to serious illness, death and divorce;
(4) Occurrences covered under the Family Medical Leave Act or the California Family Rights Act;

(5) Other exceptions as proposed by the Applicant in the Application and approved by the
Committee. The Committee may delegate this authority to the Chair or the Executive Director.

(f) A priority system such that:

(1) In the event an Applicant's program is oversubscribed, the Applicant must provide assistance
to Eligible Teachers and Eligible Administrators before providing such assistance to other eligible
Program Participants.

(2) Eligible Teachers with National Board Certification shall have priority over Eligible Teachers
without such certification.

(3) Applicants may determine how each priority will be implemented (e.g., a program set-aside)
and shall indicate such in the Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.
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Article 3. Evaluation Criteria

§ 5320. Evaluation Criteria.

Upon a determination that an Application meets the minimum requirements pursuant to article 2 of this
chapter, Applications will be evaluated based on the following criteria:

(a) The amount of the Homeownership Assistance to be provided and the percentage of Program
Participants to whom it will be provided.

(b) The strength of the Applicant's plan to publicize, promote and market the Extra Credit Teacher Home
Purchase Program to School Districts, County Offices of Education, Eligible Teachers, Eligible
Administrators, Eligible Classified Employees and Eligible Staff Members.

(c) The extent to which Applicants show the greatest need within the Applicant's jurisdiction to recruit
and retain Eligible Teachers, Eligible Administrators, Eligible Classified Employees and Eligible Staff
Members.

(d) The Applicant's past performance, if any, in using past Allocations from the Extra
Credit Teacher Home Purchase Program Pool.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.

§ 5321. Allocation Amount.

The Committee will determine the amount allocated to each Applicant based upon the evaluation
criteria set forth in section 5320, the number of Applicants applying in the Allocation Round, and the
amount of allocation available in the Extra Credit Teacher Home Purchase Program Pool. The Committee
may, in its sole discretion, allocate a larger portion of the Extra Credit Teacher Home Purchase Program
Pool to Applicants who administer statewide Mortgage Credit Certificate and Mortgage Revenue Bond
programs.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.

Article 4. Reporting Requirements

§ 5330. Specific Reports.

The Applicant shall annually report to the Committee, no later than January 31 of each year, the
following information:

(a) The number of loans or Mortgage Credit Certificates issued aggregated by calendar year;
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(b) The schools at which Program Participants are employed, aggregated by API rank and the percent of
non-credentialed teachers employed at the school;

(c) The number of Program Participants that have paid off their loans prior to the completion of the
service commitment;

(d) The number of Program Participants that successfully complete the service commitment during the
prior calendar year;

(e) The number of Program Participants that are currently serving but have not completed the service
commitment;

(f) The number of Program Participants that were excused during the prior calendar year from the
service commitment under section 5314(e);

(g) The number of Program Participants during the prior calendar year that left a High Priority School
without fulfilling their service commitment and who were not eligible for one of the exceptions set forth
in section 5314(e);

(h) The number of Program Participants that have not responded to the Applicant's request for
certification of the service commitment; and

(i) The total amount of assessment, if any, collected pursuant to section 5340.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.

Article 5. Noncompliance

§ 5340. Monetary Assessment.

Where a Program Participant fails to fulfill the requirements of the service commitment and has not
been excused from the service commitment, the Applicant may recover as an assessment from the
Program Participant a monetary amount equal to the lesser of the following:

(a) One-half (1/2) of the Program Participant's net proceeds from the sale of the related residence; or

(b) The amount of monetary benefit conferred on the Program Participant as a result of the loan or
Mortgage Credit Certificate, offset by the amount of any federal recapture, as defined by 26 U.S.C.
section 143(m).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.84(g),
8869.85(a) and 8869.85(b), Government Code.
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Chapter 5. Single Family Housing Home Improvement and Rehabilitation
Program

Article 1. Definitions

§ 5342. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this chapter are defined as follows:

“Home Improvement and Rehabilitation MCC Application” means the Application titled “Application for
an Allocation of the State Ceiling on Qualified Private Activity Bonds for a Home Improvement and
Rehabilitation Mortgage Credit Certificate Program” (revised 03 15 2018), which is hereby incorporated
by reference.

“Home Improvement and Rehabilitation MRB Application” means the Application titled “Application for
an Allocation of the State Ceiling on Qualified Private Activity Bonds for a Home Improvement and
Rehabilitation Mortgage Revenue Bond Program” (revised 03 15 2018), which is hereby incorporated by
reference.

“Qualified Home Improvement Loan” means a loan as defined by Title 26 of U.S.C. section 143(k)(4)
“Quialified Rehabilitation Loan” means a loan as defined by Title 26 of U.S.C. section 143(k)(5)

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 2. Eligibility Requirements

§ 5343. Application Process.

Applications for an Allocation of Home Improvement and Rehabilitation MCCs or MRBs shall be
considered in accordance with the provisions of Chapter 1 and the submission of a Home Improvement
and Rehabilitation MCC Application or a Home Improvement and Rehabilitation MRB Application. The
maximum requested amount of Allocation per Application shall not exceed $20 million. Should the
Application round be deemed non-competitive, the Executive Director may waive this cap.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5344. Minimum Requirements.

(a) An Applicant requesting an Allocation for a Home Improvement and Rehabilitation Program must
commit to a minimum of twenty percent (20%) of the participants in the Home Improvement and
Rehabilitation Program being:
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(1) Households located in a Qualified Census Tract; or

(2) Households earning eighty percent (80%) or less of the Applicable Median Family Income of
the area in which the program is located. Applicants may use the high-cost area adjustment set
forth in 26 U.S.C. section 143(f)(5) to meet this minimum requirement,

(b) For Home Improvement and Rehabilitation Mortgage Revenue Bond Programs, in order to be eligible
for a new Home Improvement and Rehabilitation Program Allocation, the Applicant shall:

(1) Demonstrate that all proceeds from a Bond issuance in the calendar year three (3) years
prior to the current year (other than amounts that are insufficient to fund one Home
Improvement and Rehabilitation loan) have been used to finance loans, or; have been refunded
on either a short or long term basis so as to be available to finance loans.

(2) Certify that any remaining Bond proceeds or authority from an Allocation up to two (2)
calendar years prior to the current year will be used either before the use of new Allocation or
in conjunction with new Allocation in satisfying federal requirements for such prior funds.

(c) For Home Improvement and Rehabilitation Mortgage Credit Certificate programs, in order to be
eligible for a new Home Improvement and Rehabilitation Program Allocation, the Applicant must:

(1) Demonstrate that all remaining Bond authority in the calendar year two (2) years prior to the
current year (other than amounts that are insufficient to fund one Home Improvement and
Rehabilitation MCC) have been issued.

(2) Certify that any Mortgage Credit Certificate authority remaining from the year prior to the
current year will be used before the use of new Home Improvement and Rehabilitation
Mortgage Credit Certificate authority.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5345. Exceptions to Minimum Requirements.

With respect to subsections (b) and (c) of section 5344, the Committee may consider exceptions to the
minimum requirements based upon detailed information submitted by the Applicant stating the reasons
for the underachievement and explaining why the circumstances surrounding the underachievement are
beyond the control of the Applicant. The Committee may delegate the discretion to approve or deny an
Applicant's request for such exception to the Chair of the Committee or to the Executive Director. To be
granted an exception, an Applicant must demonstrate its need to use new Allocation even if unused
Mortgage Revenue Bond Allocation or Mortgage Credit Certificate authority totals over $1 million from
prior years.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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Article 3. Evaluation Criteria

§ 5346. Past Performance.

Applicants must demonstrate that Home Improvement and Rehabilitation Mortgage Credit Certificate
Program Allocation from the past year has been used or are designated to be used to issue Mortgage
Credit Certificates.

The Committee may consider exceptions to the Past Performance requirement based upon detailed
information submitted by the Applicant stating the reasons for the underachievement and explaining
why the circumstances surrounding the underachievement are beyond the control of the Applicant. The
Committee may delegate the discretion to approve or deny an Applicant's request for such exception to
the Chair of the Committee or to the Executive Director. To be granted an exception, an Applicant must
demonstrate its need to use new Allocation even if unused Mortgage Revenue Bond Allocation or
Mortgage Credit Certificate authority totals over $S1 million from prior years.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5347. Potential Public Benefits Calculation.

For each Allocation round, programs will be evaluated and ranked based on how effectively they will
achieve the following public benefits relative to their competitor's performance: Serving the maximum
number of households earning eighty percent (80%) or less of the Applicable Median Family Income of
the area in which the program is located; ensuring the lowest interest rates to borrowers; and serving
the maximum number of households with the allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 4. Reporting Requirements

§ 5348. Program Performance Monitoring.

Applicants will be required to track the information identified in Exhibits 1 and 2 of their applicable
Home Improvement and Rehabilitation MCC or MRB Application and report that information to the
Committee by March 1 of each calendar year.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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Chapter 6. Small-Issue Industrial Development Bond Program
Article 1. Definitions

§ 5350. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this chapter are defined as follows:

“ANSI” means the American National Standards Institute which facilitates the development of American
National Standards by accrediting standards developing organizations for a wide variety of products,
manufacturing and industrial processes, and distribution processes for goods, services and energy.

“Forest Stewardship Council” means the independent, non-governmental, not-for-profit organization
established in 1993 to promote the responsible management of the world's forests in cooperation with
the ISO.

“IDB Application” means the Application titled “Application for an Allocation of the State Ceiling on
Qualified Private Activity Bonds for a Small-Issue Industrial Development Bond Project” (revised 11-30-
2018), which is hereby incorporated by reference.

“ISO” means the International Organization of Standardization

“Job Retention” means full time jobs that will be retained in California by the Project Sponsor. The
company must be actively seeking to relocate jobs out of the state; forced to eliminate jobs in order to
remain in operation; at risk of closing their local operations; or be acquired prior to closing or relocating
under new ownership that commits to maintain company operations and retain existing jobs. The
number of jobs retained shall be calculated on the number of full time jobs that are on the company
payroll at the time of Application. The Job Retention period will begin upon issuance of the Bonds and
must be met within two (2) years after issuance of Bonds. The Job Retention requirement may be
monitored by CIEDB utilizing Employment Development Department job retention statistics.

“Median Hourly Production Occupation Wage” means the median hourly wage for production
occupations as defined by the U.S. Bureau of Labor Statistics.

“Qualified Retirement Plan” means a retirement satisfying the requirements of 26 U.S.C. sections 401(a)
or 403(a) and the Employee Retirement Income Security Act of 1974 (ERISA).

“Renewable Energy” means any device or technology that conserves or produces heat, processes heat,
space heating, water heating, steam, space cooling, refrigeration, mechanical energy, electricity, or
energy in any form convertible to these uses, that does not expend or use conventional energy fuels,
and that uses any of the following electrical generation technologies pursuant to California Public
Resources Code 26003(i)(1):

® Biomass

* Solar thermal.
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* Photovoltaic.
e Wind.
e Geothermal.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 2. Applications

§ 5360. Application Process.

Applications for an Allocation of the Small-Issue Industrial Development Bond Program Pool shall be
considered in accordance with the provisions of chapter 1 and the submission of an IDB Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 3. Evaluation Criteria

§ 5369. Minimum Requirements.

Applications for a Small-Issue Industrial Development Bond Project must provide documentation of the
applicable discretionary use permits and approvals from federal, state or local planning agencies for the
proposed Project at the time of Application. Applicants are not required to have obtained ministerial
approvals at the time of Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5370. Evaluation Criteria.

(a) Community Economic Need (20 points maximum). Applications will be awarded points for Projects
that are located in communities according to the following:

(1) Unemployment Rate (10 points maximum). Based on data from the California Employment
Development Department, the average unemployment rate for the preceding calendar year of
the county sub-area in which the Small-Issue Industrial Development Bond Project is located will
be divided by the statewide unemployment rate for the preceding calendar year and multiplied
by one-hundred (100). The following points will be awarded accordingly:

(A) Ten (10) points to a Project located in an area with an unemployment rate that is
one hundred seventy-five percent (175%) or more of the statewide average.
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(B) Five (5) points to a Project located in an area with an unemployment rate that is one
hundred twenty-five percent (125%) or more, but less than one hundred seventy-five
percent (175%), of the statewide average.

(2) Project Area Poverty Rate (5 points maximum). Based on the most recent data from the
United States Bureau of the Census, the estimated poverty rate of each federal census tract
within a 1-mile radius area of the Project site, including the tract in which the Project is located
will be averaged, divided by the statewide poverty rate and multiplied by one-hundred (100).
The following points will be awarded accordingly:

(A) Five (5) points to a Project located in an area in which the poverty rate is over one
hundred twenty-five percent (125%) of the statewide poverty rate.

(B) Three (3) points to a Project located in an area in which the poverty rate is over one-
hundred ten percent (110%) but not more than one-hundred twenty-five percent
(125%) of the statewide poverty rate.

(3) Median Family Income (5 points maximum). Points will be awarded for a Project located in
an area with a median family income of less than eighty percent (80%) of the statewide average
based on the most recent census data available for cities or Census Designated Places. If no city
or Census Designated Place level data is available, or if the Applicant chooses to identify a
Project benefit area that is smaller than a city or Census Designated Place, such as census tract
or tracts, smaller areas may be used.

(4) If a Project is located in an area for which there is no available economic data, the Small Issue
Industrial Development Bond Issuer may submit alternate information to establish the Project's
consistency with the intent of the aforementioned point categories pursuant to subdivision (a)
of this section. For example, a Small Issue Industrial Development Bond Issuer may submit
unemployment and/or median family income data for a neighboring area that is a sub-area, a
city, or a Census Designated Place that is in close proximity to the proposed Project. The
Executive Director shall have the authority to determine whether the alternate information
meets the intent of the point category for which such information has been submitted.

(b) Jobs Creation and Retention (45 points maximum). Applications will be awarded points for Projects
that create and/or retain jobs according to the following:

(1) Job Creation (35 points maximum). Applications will be eligible for Job Creation points when
full-time new jobs have been created pursuant to the Job Retention definition provided in
section 5350. Based on the Project Sponsor's representation that they will make their best
efforts to increase the number of direct, full-time employees at the Project site within two (2)
years of Project completion, points will be awarded as follows:

(A) Thirty-five (35) points to Projects creating a 31% or more increase in the
manufacturer's workforce.

(B) Twenty (20) points to Projects creating a 21% to 30% increase in the manufacturer's
workforce.
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(C) Ten (10) points to Projects creating a 10% to 20% increase in the manufacturer's
workforce.

(2) Job Retention (10 points maximum). Applications will be eligible for Job Retention points
when jobs have been retained pursuant to the Job Creation definition as provided in section
5000. To qualify for Job Retention points, the jobs retained must be those that would be lost in
the absence of the requested Allocation. Points will be awarded provided the following:

(A) A certification that the Project Sponsor will retain the specified jobs for a two (2)
year period after the issuance of Bonds. The Committee may verify jobs retained at any
time during the two (2) year period, or

(B) A verification letter from the appropriate local governmental entity stating that the
Project Sponsor's business is at risk of closing local operations, and that the requested
Allocation and retention of the Project Sponsor's business is an integral part of its plan
to maintain the health of the local economy and retain employment, or

(C) Written evidence from the Project Sponsor that the company within two (2) years
prior to the submission of an Application for tax-exempt IDB financing, engaged a site
selector to find possible relocation sites.

(c) Workforce and Economic Development (15 points maximum)

(1) Welfare-to-Work (5 points maximum). Points will be awarded where the Project Sponsor
proposes or is participating in a Welfare-to-Work Plan in conjunction with a local governmental
agency, educational agency, or non-profit organization. Evidence may include a signed letter or
documentation demonstrating a proposed plan has been acknowledged or that participation is
occurring that includes, at minimum, the manner and extent of the participation.

(2) Workforce Training (5 points maximum). To qualify for points in this category, the Project
Sponsor must provide copies of official documentation of its current or pending participation.
Such documentation shall include copy of an executed contract between the Project Sponsor
and the provider; or a formal letter from the provider addressed to the Project Sponsor
acknowledging the Project Sponsor's current or pending participation in the program. Points will
be awarded where the Project Sponsor participates in one or more training, retraining or
apprenticeship programs offered by any of the following state agencies, certified training
facilities or postsecondary institutions:

(A) The California Employment Training Panel;

(B) The California Department of Industrial Relations;

(C) A community college;

(D) University;

(E) Adult school; or

(F) A regional occupational program or private training agency approved by the

California Bureau of Private Postsecondary and Vocational Education.
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(3) Exports Outside of California (5 points maximum). To qualify for points in this category, an
officer or owner of the Project Sponsor must certify in writing on Project Sponsor letterhead
that it exports, or in the case of the construction of a new manufacturing facility at a new
Project site, anticipates that it will export as part of its business plan as follows:

(A) In excess of 30% of products manufactured at the Project site (5 points);
(B) Over 20% and up to 30% of its products manufactured at the Project site (3 points);
(C) Up to 20% of its products manufactured at the Project site (2 points);

(d) Payment of Employee and Dependent Medical, Dental, Vision and Retirement Costs (20 points
maximum). Applications will be awarded points where the Project Sponsor contributes toward the cost
of employee and dependent medical, dental, and vision benefits. Applicants must provide evidence of
the amount paid to each medical, dental and vision provider and the amount of employee contribution
toward the provision of these benefits. Points will be awarded based on the average dollar amount per
participating employee contributed by the Project Sponsor toward the cost of benefits as follows:

(1) Health, Dental and Vision (15 points maximum).

(A) Fifteen (15) points will be awarded to Applications that demonstrate that the Project
Sponsor will contribute an average of $330 or more per month toward the cost of the
medical, dental, and vision benefits for each participating employee and dependents of
the employee.

(B) Ten (10) points will be awarded to Applications that demonstrate that the Project
Sponsor will contribute an average of $220 or more, but less than $330, per month
toward the cost of the medical, dental, and vision benefits for each participating
employee and dependents of the employee.

(C) Five (5) points will be awarded to Applications that demonstrate that the Project
Sponsor will contribute an average of $110, but less than $220, per month toward the
cost of the medical, dental, and vision benefits for each participating employee and
dependents of the employee.

(2) Retirement Plans (5 points maximum). To qualify for points in this category, the Project
Sponsor must provide specific documentation to show it contributes to a Qualified Retirement
Plan or other retirement account for each participating employee and must confirm that it will
offer such benefits to employees hired in accordance with the representations made pursuant
to the Job Creation definition as provided in section 5000.

(e) Average Hourly Wage (10 points maximum). Applications will be awarded points based on a
comparison of the Project Wage to the most recent Job Wage. The Project Wage will be divided by the
Job Wage and multiplied by one-hundred (100). Points will be awarded as:

(1) Ten (10) points for a Project Wage that is one hundred twenty-five percent (125%) or more
of the Job Wage.

(2) Six (6) points for a Project Wage that is one hundred fifteen percent (115%) or more but less
than one hundred twenty-five percent (125%) of the Job Wage.
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(3) Three (3) points for a Project Wage that is one hundred five percent (105%) or more but less
than one hundred fifteen percent (115%) of the Job Wage.

(f) Environmental Stewardship (27 points maximum).

(1) Land Use (3 points maximum). Points will be awarded to Projects that involve the reuse of
the following:

(A) Vacant or abandoned buildings; or

(B) Vacant or abandoned land with developed infrastructure, excluding land where the
immediate prior use was agricultural, open space or other similar use.

(2) Public Transportation (4 points maximum).

(A) In areas where there is no public transportation system, three (3) points will be
awarded to Applications where the Project Sponsor has an adopted transportation
system management plan, or;

(B) Four (4) points will be awarded to Projects that are located within one-quarter (1/4)
of a mile of a regular route stop within a Public Transit Corridor evidenced by a scaled-
for-distance map showing the location of the Project is within a one-quarter (1/4) mile
radius of a Public Transportation Corridor and where the Project Sponsor provides
written evidence of offering public transit subsidies for employees at the Project site.

(3) Energy Efficiency/ Renewable Energy (10 points maximum).

(A) Five (5) points will be awarded to Projects that utilize designs, materials or
techniques to reduce energy usage by at least fifteen (15%) on the part of the Project
Sponsor compared to the following benchmarks:

(i) For building construction or rehabilitation, the most recently published
California Energy Commission Energy Efficiency Standards for Residential and
Non-Residential Buildings; or

(ii) For equipment to be purchased and installed, the current per energy unit
output of equipment currently in use by the Project Sponsor. Evidence should
include a utility company letter indicating that energy savings are Projected or a
written certification from an energy efficiency consultant.

(B) Five (5) points will be awarded to Projects that involve the installation and use of
Renewable Energy equipment to power the production process. The Project Sponsor
must provide written documentation from its utility company which specifies the
installation or planned installation of Renewable Energy equipment.

(4) Manufacturer of Certified Environmentally Preferable Products (5 points maximum). Points
will be awarded to Projects which produce or will produce environmentally friendly products
certified by an ANSI accredited standards developing organization (e.g., Green Seal, Inc.) or by a
widely-recognized and reputable organization accredited as a certifier by an ANSI accredited
standards developing organization or by a Forest Stewardship Council (e.g., Scientific
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Certification Systems, Inc.). The Project Sponsor must provide the current, official
documentation of the certification and must provide the percentage of the overall output that is
comprised of the certified products.

(5) U.S. Green Building Council (USGBC) LEED-Certified Manufacturing Facility (5 points
maximum). Points will be awarded to Projects for which Bond proceeds will be used to construct
U.S. Green Building Council (USGBC) LEED-certified facilities, or to make improvements to
existing facilities that will qualify it for a LEED certificate. The Project Sponsor must provide
either:

(A) Official documentation of its registration (including evidence of payment of the
registration fee) with the USGBC to obtain LEED certification in cases where the Project
involves the construction of a new facility and construction has not begun or is not
complete at the time of Application; or

(B) Official documentation of receipt of a Silver, Gold or Platinum LEED Certification in
cases where construction or improvements and the certification process are completed.

(g) Leverage (5 points maximum). Points will be awarded to Projects for which Taxable Debt, a taxable
loan, and/or private funds or equity will supplement the use of the tax-exempt Bond financing. The
Project Sponsor must provide overall Project costs and certify that one or more of these other sources
of financing will be used for Projects expenses with points awarded for achieving the following levels:

(1) Five (5) points for Projects where greater than twenty percent (20%) of total Project costs
will be paid from Taxable Debt, a taxable loan, and/or private funds or equity.

(2) Three (3) points for Projects where greater than ten percent (10%) and up to twenty percent
(20%) of total Project costs will be paid from Taxable Debt, a taxable loan, and/or private funds
or equity.

(h) Ranking Applications. Where two or more Applications are awarded the same number of points
pursuant to this section, the Executive Director will divide the Allocation amount requested by each such
Application by the number of jobs created by the related Project, and will rank the Applications based
on the lowest amount of requested Allocation per job(s) created.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5371. Enterprise/Empowerment Zone Facility Bond Projects.

For a proposed Enterprise/ Empowerment Zone Facility Bond Project for which the Applicant has
determined that Job Creation is the Project's major public benefit, Applications shall be considered
pursuant to this chapter.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.
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Chapter 7. Exempt Facility Bond Program

Article 1. Definitions

“California Environmental Quality Act Review Process” means a process of environmental review as
defined by California Public Resources Code sections 21000, et seq.

“EXF Application” means the Application titled “Application for an Allocation of the State Ceiling on
Qualified Private Activity Bonds for an Exempt Facility Project” (revised 03-15-2018), which is hereby
incorporated by reference.

“First Tier Business” means (1) a business that (a) is primarily engaged in the collection, recycling,
transportation, and/or disposal of solid waste, (b) is a privately-held or employee-owned entity whose
ownership interests are not available to members of the public, and (c) has fewer than 3,000 employees
(together with affiliates), based on the average employees per pay period during the most recent twelve
(12) months before submittal of an Application; or (2) a business which is not primarily engaged in the
collection, recycling, transportation, and/or disposal of solid waste that is classified as a small business
under regulations of the California Pollution Control Financing Authority (Title 4, California Code of
Regulations, sections 8001 et seq.).

“Regulatory Mandate” means a local, state or federal government mandate including, but not limited to,
Public Resources Code, section 40000 et seq., a local public health department notice and order, a
Regional Water Quality Control Board issued cease and desist order, or similar directive.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 2. Applications

§ 5410. Application Process.

Applications for an Allocation of the Exempt Facility Project Pool shall be considered in accordance with
the provisions of chapter 1 and the submission of an EXF Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

§ 5411. Allocations to CPCFA.

The Committee may award an Exempt Facility Allocation to the California Pollution Control Financing
Authority (CPCFA) for the purposes of administering the Exempt Facility Project Pool. In awarding the
Allocation to CPCFA, the Committee will authorize CPCFA to allocate portions of the award to Project
Sponsors for purposes of issuing bonds.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c) and
8869.85(a), Government Code

Article 3. Eligibility Requirements

§ 5420. Justification of Tax-Exempt Funds.

An Application for an Exempt Facility Project must demonstrate that there will be more public benefits
(e.g. a reduction in fees to the consumer) if the Project is financed with tax-exempt Bond financing than
with any other means of financing available to the Project Sponsor. At a minimum, documentation must
compare tax-exempt Bond financing with other means of financing available to the Project Sponsor,
such as conventional bank loans, lines of credit, taxable bonds, and other instruments.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5421. CEQA Requirements.

The Applicant must have commenced the California Environmental Quality Act Review Process at the
time of Application, if applicable to the Exempt Facility Project proposed. The notice of determination
required under Public Resources Code section 21152 for the Exempt Facility Project must have been
published at the time of Application and the statute of limitations as defined by Public Resources Code
section 21167 for filing an appeal to the decision must have expired prior to the Allocation Round during
which the Application will be considered. If an appeal has been filed, the Executive Director may
consider factors including, but not limited to, the following in determining whether this requirement has
been met:

(a) Whether the appellant has posted a bond.
(b) Whether the appellant has sought injunctive relief.
(c) The outcome of the litigation at the trial court level.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5422. Permits.

The Applicant must provide documentation of the applicable discretionary use permits and approvals
from federal, state or local planning agencies for the proposed Project prior to Committee approval.
Applicants are not required to have obtained ministerial approvals at the time of Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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§ 5423. Review of New Technologies.

The Committee will perform a formal policy review of Projects other than those submitted by the
California Pollution Control Finance Authority that involve technologies unfamiliar to the Committee
and/or for industries that have not previously requested an award of Allocation. The Committee may
request assistance of other federal, state, and local agencies when conducting this review. The Applicant
or Project Sponsor may be asked to provide additional information relevant to the Committee's review.
The review process shall result in a written policy concerning the advisability of awarding Allocation
based on but not limited to the Project's public benefit, financial feasibility and environmental impact.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 4. Evaluation Criteria

§ 5430. Environmental Goals.

The Application will be reviewed for a determination whether the Project, as a whole, promotes or
protects environmental quality in connection with the construction and operation of the Exempt Facility
Project. Specific factors include:

(a) Whether the Exempt Facility Project is designed to minimize impact to or may result in an
improvement of air quality.

(b) Whether the Exempt Facility Project is designed to minimize impact to or may result in an
improvement of water quality.

(c) Whether the Exempt Facility Project will result in an improvement in energy efficiency.

(d) Whether the Exempt Facility Project will result in the recycling of commodities (glass,
aluminum and other marketable materials) and green waste (composting and other organic
wastes).

(e) Whether the Exempt Facility Project achieves its environmental goals on a cost effective
basis to the consumer.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5431. Disposal of Solid Waste.

No award of allocation shall be made to any Project that does not comply with all applicable state and
federal environmental regulations regarding the safe disposal of solid waste.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5432. Non-Solid Waste Projects.

Applications for Exempt Facility Projects or programs, other than solid waste disposal facilities not
otherwise included in these regulations, but eligible for consideration for Qualified Private Activity Bond
Allocation as an Exempt Facility Project will be considered pursuant to section 5423. Projects may
include, but are not limited to, Bonds issued by a government agency to acquire any property from an
investor-owned utility, sewage facilities, facilities for the furnishing of water, facilities for the local
furnishing of electric energy or gas, qualified hazardous waste facilities, mass commuting facilities, local
district heating or cooling facilities, environmental enhancements of hydroelectric generating facilities,
high-speed inter-city rail facilities, and the equipment only purchase programs administered by the
California Pollution Control Financing Authority. Applications shall be reviewed on a Project-by-Project
basis.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5433. Use of Taxable Debt.

The Application will be reviewed for a determination whether the Project will use taxable bond financing
or other forms of financing (not including the minimum cash equity required by the Credit Enhancer) in
addition to tax-exempt Bond financing in a manner such that the taxable bond financing or other forms
of financing (not including the minimum cash equity required by the Credit Enhancer) will supplant the
use of tax-exempt Bond financing.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5434. Local Support.

The Application will be reviewed for a determination of whether documentation submitted by local
regulatory agencies or local government demonstrates support of the Project and whether the Project
supports and contributes to local waste management policy and planning. Examples of such support
may include the identification of the Exempt Facility Project in the applicable elements of an approved
county or regional agency integrated waste management plan.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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§ 5435. Conversion of Taxable Debt.

The Committee may approve Projects that convert taxable debt to tax exempt debt as economic
conditions and annual demand for the State Ceiling allow.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 5. Allocation Procedure

§ 5440. Ranking.

Upon a determination that an Application has met the minimum requirements set forth in article 3 and
article 4 of this chapter, Allocations from the Exempt Facility Project Pool will be ranked using the
following criteria:

(a) Allocations will be first awarded to Applications in which the Project Sponsor is a First Tier Business,
and the Exempt Facility Project proposed by the Application is in direct response to a Regulatory
Mandate.

(b) If any part of the Exempt Facility Project Pool remains unallocated after the Committee makes the
Allocations under subdivision (a) of this section, the Committee will then consider other Applications in
which the Project Sponsor is a First Tier Business, but the proposed Exempt Facility Project is not in
response to a Regulatory Mandate.

(c) If any part of the Exempt Facility Project Pool remains unallocated after the Committee makes the
Allocations pursuant to subdivisions (a) and (b) of this section, the Committee will then consider
Applications in which the Project Sponsor is not a First Tier Business, but the Exempt Facility proposed
by the Application is in direct response to a Regulatory Mandate.

(d) If any part of the Exempt Facility Project Pool remains unallocated after the Committee makes the
Allocations pursuant to subdivisions (a),(b), or (c) of this section, the Committee will then consider all
other Applications for Exempt Facility Projects.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Chapter 8. Student Loan Programs
Article 1. Definitions

§ 5450. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this chapter are defined as follows:
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“CEFA” means the California Educational Facilities Authority.

“Direct Lender” means an entity that originates loans directly to eligible borrowers in the state and does
not include loans made for the purpose of consolidating or otherwise combining existing student loans.

“Program Sponsor” means a California nonprofit corporation organized pursuant to section 150(d) of
the Internal Revenue Code of 1986, as amended, that possesses the authority to directly or indirectly
make or finance student loans under the Higher Education Act of 1965, as amended, or a state agency.

“Student Loan Application” means the Application titled “Application for an Allocation of the State
Ceiling on Qualified Private Activity Bonds for a Student Loan Program” (revised 11-30-18), which is
hereby incorporated by reference.

“Student Loan Self Scoring Sheet” means the document provided in the Application for a Student Loan
Program.

Note: Authority cited: Section 8869.94, Government Code. Reference: Section 8869.84(c), Government
Code.

Article 2. Eligibility Requirements

§ 5460. Application Process.

Applications for an Allocation of the Student Loan Program Pool shall be considered in accordance with
the provisions of chapter 1 and the submission of a Student Loan Application.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5461. Minimum Requirements.

In order to be considered for an Allocation for a Student Loan Program, an Applicant must meet the
following minimum requirements:

(a) California Non-profit Status. Must be a California nonprofit corporation organized pursuant to
section 150(d) of the Internal Revenue Code of 1986, as amended, that possesses the authority to
directly or indirectly make or finance student loans under the Higher Education Act of 1965, as
amended, or be a state agency.

(b) CEFA Requirement. Before applying to the Committee for allocation of a portion of the State Ceiling
pursuant to Government Code section 8869.82 and 8869.85, an entity that is seeking to issue qualified
scholarship funding bonds must first obtain CEFA board approval, pursuant to Title 4, California Code of
Regulations, section 9073(a), unless such entity became a qualified scholarship funding corporation as
defined in subsection (d) of section 150 of Title 26 of the United States Code prior to January 1, 2006.
CEFA may in its discretion determine not to grant approval to any entity regardless of whether the entity
meets the threshold criteria as an Eligible Candidate as defined in Title 4, California Code of Regulations,
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section 9072(b). CEFA will consult and coordinate with the Committee prior to making a final
determination.

(c) A portfolio itemizing the total dollar amount and corresponding percentage of student loans
originated by the Applicant which assist financially needy borrowers in California. The data relied upon
may be direct or derived from sources deemed by the Executive Director to be accurate.

(d) A proposal of interest rates and other discounts (time period is the next academic year commencing
July 1 following the award of Allocation), a description and dollar amount of discounts (i.e. interest rate,
guarantee fee, origination fee, etc.). Note: Information will be used in analysis of Application in the
subsequent year.

(e) A description of marketing activities and status as a lender, anticipated total dollar amount and
number of student loans made to two year, four year and other schools, the eligibility requirements for
a loan, the benefits to student borrowers, the mechanism(s) or system(s) for the direct delivery of loans
to eligible students and any other features unique to the Program.

(f) Demonstrate actual participation in the California Student Loan Market using the STUDENT
MARKETMEASURE Standard Report 10D or other sources deemed by the Executive Director to be
accurate. Applicant must include information from the most recently completed federal fiscal year with
their Application.

(g) Completion of the Student Loan Self-Scoring Sheet to show what they anticipate to receive in
allocation.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 3. Evaluation Criteria

§ 5470. Evaluation and Ranking.

The following criteria will be used to evaluate, rank, and award Allocations from the Student Loan
Program Pool:

(a) Allocations from the Student Loan Program Pool will be first awarded to Applications in which the
Applicant is a Direct Lender and evaluated based on the following criteria:

(1) The total dollar amount and number of student loans originated by the Applicant in
California. The data relied upon will be derived from the STUDENT MARKETMEASURE Standard
Report 10D or other sources deemed by the Executive Director to be accurate. The time period
shall be the most recently completed federal fiscal year. The Applicant's pro-rata share of the
Student Loan Program Pool will in part be determined by the total dollar amount of student
loans originated in California. The Committee will consider the incongruity between the federal
fiscal year and the Allocation Round when evaluating the data.
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(2) Proposed total cost of borrowing per borrower for the next academic year. This cost
estimate should include origination fees, interest costs, and all other fees or expenses incurred
by a borrower.

(3) Previous year average interest rate. Information provided must refer to the time period of
the current academic year. In addition, this information must include averages and weighted
averages for the following figures for each student loan program:

(A) Statutory interest rate.
(B) Total discount
(C) Discounted interest rate.

For this time period, the Applicant must show the percentage breakdown of usage for all federal
student loan programs: Subsidized Stafford, Unsubsidized Stafford, PLUS Parent and PLUS
Graduate. This breakdown will be used to determine the weighted averages for the
aforementioned figures.

(4) Comparison of Proposed and Actual Interest Rate. The weighted averages will be used to
determine whether or not the Applicant was within 25% of the discounted interest rate that
they proposed in the prior year. Based on the Committee's assessment, an Applicant could be
rewarded and/or penalized for the actual discounted interest rate they provided during the
current academic year.

(5) The extent to which the Applicant timely disburses student loans as evidenced by its use of
previous and existing allocations from the Committee for direct lender student loan programs.
The Committee will evaluate the impact of unused Bond proceeds on the Applicant's present
demand for Allocation.

(b) Subsequent to the determination made pursuant to subdivision (a) of this section, Allocation that
remains unallocated will then be considered for Applications in which the Applicant is a purchaser of
student loans in the secondary market and evaluated based on the following criteria:

(1) The degree to which financially needy students benefit based on an evaluation of the
percentage of borrowers with subsidized Stafford loans currently held in portfolio versus
borrowers with only unsubsidized Stafford loans.

(2) The use of recycled funds for additional programs that may benefit students other than loan
purchase programs, such as grants, new loans, scholarships, student outreach, and borrower
benefit programs offered by the Applicant.

(3) The leveraging of the Qualified Private Activity Bond Allocation awarded to the Applicant
through the use of taxable bonds and other taxable securities.

(4) The extent to which the Applicant has timely and effectively used previous and existing
allocations from the Committee for secondary market loan purchase programs.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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Chapter 11. Qualified Energy Conservation Bond Program [Repealed]

Chapter 12. Beginning Farmer Program
Article 1. Definitions.

§ 5600. Definitions.
§ 5600. Definitions.

In addition to the definitions set forth in Government Code section 8869.82 and unless otherwise
required by the context, the following terms as used in this division are defined as follows:

“Agricultural Improvements” means any improvements, buildings, structures or fixtures suitable for use
in farming that are located on Agricultural Land. “Agricultural Improvements” do not include personal
residences.

“Agricultural Land” means land located in the State of California that is:

e suitable for use in farming and that is or will be operated as a farm, as such term is defined by
IRC § 147(c)(2)(D); and

¢ that will be acquired by a Beginning Farmer.
“Beginning Farmer” means an individual as defined by IRC § 147(c)(2)(C).

“Beginning Farmer Bond Application” means the Application titled “Application for an Allocation of the
State Ceiling on Qualified Private Activity Bonds for a Beginning Farmer Bond Program” (11-30-18),
which is hereby incorporated by reference.

“Beginning Farmer Bonds” means conduit revenue bonds issued as authorized by the State of California
that meet the requirements of Internal Revenue Code §§ 144(a) and 147(c)-(g).

“Borrower” means a Beginning Farmer who has received Beginning Farmer Bond financing under the
Program.

“Depreciable Agricultural Property” means personal property suitable for use in farming for which an
income tax deduction for depreciation is allowable in computing federal income tax under the IRC,
including but not limited to farm machinery and breeder livestock, but not including feeder livestock,
seed, feed, fertilizer and other types of inventory or supplies.

“Federal Maximum” means the maximum amount of a loan that federal law allows to be financed under
the Program. This amount may be adjusted for inflation in future calendar years as provided for in IRC §
147(c)(2)(H).

“Financed Property” means property which is financed through the Beginning Farmer Program.
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“Related Person” means a person or entity other than the Borrower as defined by IRC §§ 144(a)(3) and
147(a)(2).

“Substantial Farmland” means any parcel of land as defined by IRC § 147(c)(2)(E).

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

Article 2. Evaluation Criteria

§ 5610. Minimum Requirements.
(a) The Beginning Farmer Program proposed by the Applicant must be for the purpose of providing loans

to begin

(b) The

ning farmers. The beginning farmer must:

(1) Be a California resident;

(2) Be at least 18 years of age;

(3) Be a “First Time Farmer” as defined by IRC § 147(c)(2)(C);
(4) Be the principal operator of the farm;

(5) Use loan proceeds to purchase land within California or eligible breeder livestock,
equipment/machinery and/or new construction or renovations for use in farming operations
solely within California;

(6) Only use the agricultural land, agricultural improvements and depreciable agricultural
property for farming by the beginning farmer, his/her spouse, his/her minor children, or any
combination thereof;

(7) Not use loan proceeds to procure seed, feed, feeder stock, fertilizer, personal residence (in
excess of the IRC exceptions) or as otherwise prohibited and/or limited by the IRC; and

(8) Not exceed the lifetime aggregate amount of all loans for any borrower permitted by the IRC.
ssuer must certify that each participating lender will:

(1) Ensure that all of the proceeds of the Bond be used for the acquisition of farmland,
construction or reconstruction of improvements or equipping of farmland, or the purchase of
property of a character subject to the allowance for depreciation under IRC § 167 or other
authorized costs.

(2) Verify the accuracy of all certifications of each Beginning Farmer and all other information
with respect to the Project or Beginning Farmer set forth in an Application.

(3) Ensure that none of the proceeds of the Bond will be used to provide working capital or the
financing of inventory, supplies or other ineligible operating expenses.
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(4) Prior to the approval of the issuance of the bond, not finance or otherwise advance moneys
to the Beginning Farmer or any Related Person in connection with the Project which the
Beginning Farmer expects to finance with proceeds of the Bond in any manner inconsistent with
applicable prohibitions and/or limitations set forth in the IRC.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5620. Scoring Criteria.

Upon a determination that an Application meets the minimum requirements pursuant to Section 5610,
Applications will be scored based on the following criteria:

(a) Past Program Performance. For each allocation round, programs will be evaluated based on the
percentage of the previous year's allocation used by each applicant in comparison to the percentage of
the previous year's allocation used by the other applicants in the allocation round.

(b) Actual Versus Proposed Average Interest Rate and Loan Amount. For each allocation round,
programs will be evaluated and ranked based on each applicant's deviation between the currently
proposed and previous year's actual average interest rates, as well as the currently proposed and
previous year's actual average loan amount, in comparison to the allocation round's other applicants'
proposed and previous year's actual average interest rates and currently proposed and previous year's
actual average loan amount.

(c) Additional Points. In a competitive application round, additional points will be awarded to Applicants
that commit to the goal of providing allocation to Beginning Farmers that provide the following public
benefits:

(1) Job Creation. A maximum of 20 points will be awarded to programs that use a substantial
portion of allocation for programs that will add jobs to local economy (one point per job with a
maximum of 20 points). Points will be awarded in the following manner:

(A) one (1) point will be awarded for each full time job;

(B) part time jobs will receive a tenth of a point, rounded to the nearest tenth of a point,
based on the job's full time equivalency.

(2) Borrower Preparation. A maximum of 15 points will be awarded to programs that provide a
technical assistance component for the following areas:

(A) Five (5) points will be awarded to Applicants that make available financial
management education and/or training;

(B) Five (5) points will be awarded to Applicants that make available land management
education and/or training; and/or

(C) Five (5) points will be awarded to Applicants that make available resource
conservation education and/or training.
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(D) Evidence of the aforementioned technical assistance program(s) shall be submitted
with the application and shall include, but is not limited to, third-party contracts or
agreements for the provision of training, training schedules, program curricula and
narratives describing the training programs and written assurance of the
education/training provider that beginning farmers will be eligible for the
education/training for a minimum period of twenty-four (24) months after the
beginning farmer's financing is approved by the Applicant.

(3) Farm to Fork. Nine (9) points will be awarded to Applicants that use a substantial portion of
allocation for programs that establish or enhance farming operations producing edible
agricultural commodities for sale and consumption within 200 miles of the farming operations
financed by proceeds from a beginning farmer bond. Evidence of the program shall be
submitted with the application and shall include, but is not limited to, a description of the
program identifying how the program will operate, proposed buyers and sales contracts.

(4) Family Farms. Three (3) points will be awarded to Applicants that use a substantial portion of
allocation for programs to acquire family farms by beginning farmers (land, breeding livestock
and/or equipment/machinery).

(5) Under-Represented Borrowers. Three (3) points will be awarded to Applicants that use a
substantial portion of allocation for programs designed to facilitate acquisition of farmland,
breeding livestock equipment and/or equipment/machinery by veterans, women and/or under-
represented populations.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.

§ 5630. Allocation Distribution.

The Committee will determine the amount allocated to each Applicant based upon the evaluation
criteria set forth in section 5620, the number of Applicants applying in the Allocation Round, the amount
requested by each Applicant and the amount of allocation available in the Beginning Farmer Program
Pool. In a competitive Application year, the maximum requested amount of Allocation per Application
shall not exceed twenty million dollars ($20,000,000). The Committee may waive this cap on a case-by-
case basis in its sole and absolute discretion.

Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8859.85(b), Government Code.

Article 3. Reporting Requirements

§ 5640. Specific Reports.

Applicants receiving an allocation shall comply with the reporting requirements contained in Article 11
of Chapter 1.
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Note: Authority cited: Section 8869.94, Government Code. Reference: Sections 8869.84(c), 8869.85(a)
and 8869.85(b), Government Code.
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Agenda Item No. 6
July 20, 2022

THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE
July 20, 2022

RECOMMENDATION OF A PORTION OF THE 2022 STATE CEILING FOR
SUPPLEMENTAL ALLOCATIONS AND PRIORITIES
(Agenda Item No. 6)

ACTION: Approve a portion of the 2022 State Ceiling for Supplemental Allocations and establish priorities
BACKGROUND:

Events occurring in the market, as a result of the COVID-19 pandemic, including rising interest rates,
increased costs, timing delays, supply chain disruptions, and labor shortages are affecting affordable
housing development projects. Projects have experienced significant cost overruns and financing
challenges that could not have been anticipated and are making the projects infeasible. Many projects
that currently are requesting supplemental allocation are doing so because they are unable to meet the
50% test required by the IRS to finance 50% of their eligible basis with bonds. This test is measured at
different times during the project. The first time is at the close of construction. The next time is when the
conversion to permanent financing occurs, and the third time is at the placed in service date. During the
June 15, 2022 CDLAC Meeting, staff made recommendations to source a supplemental pool and
determine how projects should be prioritized for committee member discussion.

DISCUSSION:

After considering the input from the CDLAC committee members, staff recommend the starting source
for the supplemental allocation pool come from the remaining amount in the Mixed Income Pool (MIP),
after Round One. This is suggested since the MIP pool was front-loaded with $200,000,000 and also had
S60 million in carryforward allocation to fund its projects. $45,924,170 was returned to CDLAC after MIP
funded its projects. This remaining amount could be used to start the supplemental pool. Staff would
report out, at each CDLAC meeting on the status of the pool, the awards made, and can assess whether
more supplemental allocation is needed.

Staff recommend prioritizing projects, to receive a supplemental bond allocation, in the following order:
1. Projects that have already issued bonds

2. Mixed Income Program (MIP) Projects

3. Projects awarded an allocation prior to Round Three 2021

4. Projects awarded an allocation in Round Three 2021
5

Projects awarded allocation in 2022 and beyond

RECOMMENDATION:

Approve the remaining MIP Pool be utilized to fund a Supplemental Allocation Pool and that the
supplemental applications be prioritized as discussed above.
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Agenda Item No. 7
July 20, 2022

THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE
July 20, 2022

CONSIDERATION OF THE ADOPTION OF A RESOLUTION DELEGATING AUTHORITY TO THE INTERIM
EXECUTIVE DIRECTOR TO AWARD SUPPLEMENTAL ALLOCATION
(Agenda Item No. 7)

ACTION:

Effective March 1, 2021, Nancee Robles was designated the Interim Executive Director of the California
Debt Limit Allocation Committee (CDLAC). In order to ensure that the Interim Executive Director is able
to carry out the functions of the organization, this item provides the necessary authority to allow the
Interim Executive Director to award supplemental allocation.

Government Code Section 8869.83 (b) allows the Committee to delegate, by resolution, any power and
duty deemed proper to the Executive Director.

BACKGROUND:

Events occurring in the market, as a result of the COVID-19 pandemic, including rising interest rates,
increased costs, supply chain disruptions, and labor shortages are affecting affordable housing
development projects. Projects have experienced significant cost overruns and financing challenges that
are making the projects infeasible. At the July 20, 2022 Committee meeting, it is proposed that a
Supplemental Allocation Pool be formed as well as rules and priorities related to supplemental
applications and awards.

DISCUSSION:

Giving the Interim Executive Director authority to award supplemental bond allocation to the prioritized
projects, within the parameters of the proposed CDLAC Regulations Section 5240 (b), would allow for
projects experiencing significant cost increases to continue and produce much needed affordable housing.

The review process would be streamlined, not requiring a complete application. A due date would be set
for these supplemental applications and staff would complete batch reviews, based on the priority order
determined by the Committee. Staff would report out, at each CDLAC meeting on the status of the pool,
the awards made, and an assessment of whether or not additional supplemental allocation is needed.

RECOMMENDATION:

Staff recommend approval of the attached Resolution No. 22-005, granting delegated authority to the
Interim Executive Director to award supplement bond allocation.
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RESOLUTION NO. 22-005
RESOLUTION OF THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE

APPROVING DELEGATED AUTHORITY TO THE INTERIM EXECUTIVE DIRECTOR TO AWARD
SUPPLEMENTAL BOND ALLOCATION

WHEREAS, the Committee has delegated certain authority to the Interim Executive Director for any
powers and duties that it may deem proper, and;

WHEREAS, Government Code 8869.83 (b) allows the Committee to delegate, by resolution, any power
and duty deemed proper to the Executive Director; and

WHEREAS, the Committee believes it is necessary and appropriate to provide delegated authority to
award supplemental bond allocation, within the parameters in the California Debt Limit Allocation
Committee Regulations;

NOW, THEREFORE, BE IT RESOLVED BY THE COMMITTEE, that the Interim Executive Director is granted
authority to award supplemental bond allocation.

BE IT FURTHER RESOLVED that this Resolution shall take effect immediately upon its
adoption.

CERTIFICATION

I, Nancee Robles, Interim Executive Director of the California Debt Limit Allocation Committee, hereby
certify that the above is a full, true, and correct copy of the Resolution adopted at a meeting of the
Committee held in the Jesse Unruh Building, 915 Capitol Mall, Room 587, Sacramento, California
95814, on July 20, 2022 at 11:00 am. with the following votes recorded:

AYES:

NOES:
ABSTENTIONS:
ABSENCES:

Nancee Robles, Interim Executive Director
Date: July 20, 2022
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Agenda Item No. 8
July 20, 2022

THE CALIFORNIA DEBT LIMIT ALLOCATION COMMITTEE
July 20, 2022

ADOPTION OF CARRYFORWARD PRIORITIES
(Agenda Item No. 8)

ACTION: Adopt Carryforward Priorities

BACKGROUND:

Under existing law, Section 146 of the Internal Revenue Code of 1986 and accompanying regulations, an
issuer may carryforward unused private activity volume cap for prior years by filing a form 8328 with the
I.R.S. The amount carried forward may be used in the following three years to issue tax-exempt private
activity bonds. Pursuant to Section 146(f), the election must specify each “purpose” for which the volume
cap will be used in the ensuing three years, and the dollar amount of unused cap to be allocated to each
such purpose. Section 146(f)(4) states that an election, once made, is irrevocable. By law, this allocation
must be “carried forward” by the issuer by its filing of IRS form 8328 on the earlier of (i) February 15 or (ii)
the date of the first issuance of private activity bonds by the issuer in that calendar year.

In the 2020-108 California State Audit Report, it suggested that “...it [CDLAC] lacks reporting provisions to
disclose them [remaining resources (carryforward)] in its public meetings, where it makes decisions to
allocate these resources.” And recommended “Further, the Debt Limit Committee should develop a
methodology for basing its decisions on demand for bond resources, use of previously allocated bonds,
documented legislative priorities, and risk of allocated bonds being lost.”. In addition, the passage of
Assembly Bill 83 in 2020 required a report of 2020 private activity bonds awarded and carryforward
statistics (among other things). CDLAC complied with the recommendations and requirements and as a
result also updated its processes and regulations.

On April 28, 2021, the Committee approved to adopt Emergency Regulations §5133, consistent with the
Title 26 IRS Code §146 to ensure carryforward is used whenever legally possible before current year
allocation is awarded to a project. This helps protect and fully utilize the scarce resource of State Volume
Cap. As a result, $189,321,182 in prior years carryforward allocation was utilized for projects in 2021.

On December 8, 2021, the Committee approved a Resolution authorizing the Interim Executive Director
to distribute current year allocation remaining or reverted, on or by December 31, to be used as
carryforward allocation for the following year(s), equally to the top three Issuers during previous
competitive allocation years. This is usually a small amount of allocation either returned by an issuer after
the last round of applications or the small amount left in pools when there is not enough remaining to
satisfy an allocation request. Since the Committee cannot retain allocation from year to year, it is best
utilized by authorizing it to an issuer as “lump sum carryforward”.

During the May 25, 2022, CDLAC Meeting an award was approved to the CalVet Mortgage Revenue Bond
program, that included $364,307.70 in 2019 and 2020 carryforward. During the June 15, 2022, CDLAC
meeting the Round One award recommendation for Qualified Residential Rental Projects (QRRP) included
$166,900,173 in 2021 and 2020 carryforward. After those projects were awarded, on that date the
remaining resources of prior three year carryforward was only $268.07. Carryforward is fluid throughout
the year as it is dependent on the issue of bonds in its entirety to utilize allocation authority. Unused
allocation is either returned to the committee for reassignment or retained by an issuer as carryforward.


https://364,307.70
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DISCUSSION:

Carryforward allocation is used on a first in first out basis for like projects. Staff collects carryforward
updates from issuers to reconcile to CDLAC records and previously updated its regulations to ensure
carryforward is used whenever legally possible before current year allocation is awarded to a project. This
is consistent with the Title 26 IRS Code § 146.

Carryforward is currently subscribed to projects scheduled to be awarded an allocation in the current
round, in “rank order” priority. This method does not necessarily sync with the Committee’s prioritization
of current year carryforward or with legislative priorities. In the proposed regulations Section 5133 the
Executive Director shall subscribe carryforward allocation to projects, pursuant to the priorities set forth
by the Committee. With the goal in mind of furthering the development of affordable housing as quickly
and efficiently as possible, by ensuring the net effect of the carryforward has an impact on identified
priorities, staff recommend that carryforward be awarded to projects in the following order:

Supplemental Pool Projects

Homeless Set Aside Pool Projects

Extremely Low Income (ELI)/Very Low Income (VLI) Set Aside Pool Projects
Mixed Income Projects (MIP)

vk wnN e

Geographic Regions Pool Projects

RECOMMENDATION:

Staff recommend carryforward be prioritized by Pool and Set Aside.
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Public Comment
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Adjournment
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