CALIFORNIA TAX CREDIT ALLOCATION COMMITTEE REGULATIONS IMPLEMENTING THE
FEDERAL AND STATE LOW INCOME HOUSING TAX CREDIT LAWS

CALIFORNIA CODE OF REGULATIONS
TITLE 4, DIVISION 17, CHAPTER 1

June-16-2024July 20, 2022

Section 10300. Purpose and Scope

These regulations establish procedures for the reservation, allocation and compliance monitoring of the
Federal and State Low-Income Housing Tax Credit Programs (“Housing Tax Credit Programs”,
“Programs”, or individually, “Federal Program” or “State Program”) and establish policies and procedures
for use of the Tax Credits to meet the purposes contained in Section 252 of Public Law No. 99-514
(October 22, 1986), known as the Federal Tax Reform Act of 1986, as amended, and Chapter 658,
California Statutes of 1987, as amended, and Chapter 1138, California Statutes of 1987, as amended.

Internal Revenue Code (“IRC”) Section 42 provides for state administration of the Federal Program.
California Health and Safety (H & S) Code Sections 50199.4 through 50199.22, and California Revenue
and Taxation (R & T) Code Sections 12205, 12206, 17057.5, 17058, 23610.4 and 23610.5 establish the
California State Program and designate the California Tax Credit Allocation Committee (“CTCAC”) as
the Housing Credit Agency to administer both the Federal and State Housing Tax Credit programs in
California. These regulations set forth the policies and procedures governing the Committee’s
management of the Programs. In addition to these regulations, program participants shall comply with
the rules applicable to the Federal Program as set forth in Section 42 and other applicable sections of
the Internal Revenue Code. In the event that Congress, the California Legislature, or the IRS add or
change any statutory or regulatory requirements concerning the use or management of the Programs,
participants shall comply with such requirements.

Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.

Section 10302. Definitions

a) Adaptive reuse. Adaptive reuse means retrofitting and repurposing of existing buildings that create
new residential rental units, and expressly excludes a project that involves rehabilitation of any
construction affecting existing residential units. Adaptive reuse may include retrofitting and
repurposing of existing hotels or motels if the hotel or motel is not currently a place of residence for
the occupants, and/or sites that have been received a Project Homekey allocation.

b) AHP. The Affordable Housing Program of the Federal Home Loan Bank.

c) Allocation. The certification by the Committee of the amount of Federal, or Federal and State,
Credits awarded to the applicant for purposes of income tax reporting to the IRS and/or the
California Franchise Tax Board (“FTB”).

d) Applicable Credit Percentage. The monthly rate, published in IRS revenue rulings pursuant to IRC
Section 42(b)(1), applicable to the Federal Program for purposes of calculating annual Tax Credit
amounts.

e) Bath or bathroom. A bath or bathroom must be equipped with an exhaust fan, a toilet, a sink, a
shower or bathtub, and a receptacle outlet.
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Bedroom. A bedroom be at least 70 square feet, must include an interior door, a closet or free-
standing wardrobe provided by the project owner, and at least one receptacle outlet.

Capital Needs Assessment or CNA. The physical needs assessment report required for all
rehabilitation projects, described in Section 10322(h)(26)(B).

Chairperson. The Chairperson of the California Tax Credit Allocation Committee.
Committee. The California Tax Credit Allocation Committee (“CTCAC”) or its successor.

Community Foundation. A local foundation organized as a public charity under section 509(a)(1)
of the Internal Revenue Code.

Compliance Period. That period defined by IRC Section 42(i)(1) and modified by R & T Code
Section 12206(h), and further modified by the provisions of these regulations.

Credit(s). Housing Tax Credit(s), or Tax Credit(s).

Credit Ceiling. The amount specified in IRC Section 42(h)(3)(C) for Federal Program purposes
(including the unused credits from the preceding calendar year, the current year’s population based
credits, returned credits and national pool credits), and in R & T Code Section 17058(g) for State
Program purposes.

CTCAC. California Tax Credit Allocation Committee.

Developer Fee. All Funds paid at any time as compensation for developing the proposed project,
to include all processing agent fees, developer overhead and profit, construction management
oversight fees if provided by the developer, personal guarantee fees, syndicator consulting fees,
and reserves in excess of those customarily required by multi-family housing lenders.

Development Team. The group of professionals identified by the applicant to carry out the
development of a Tax Credit project, as identified in the application pursuant to subsection
10322(h)(5).

Eligible Project. A proposed 9% Tax Credit project that has met all of the Basic Threshold
Requirements and Additional Threshold Requirements described in Sections 10325(f) and (g)
below.

Executive Director. The executive director of the California Tax Credit Allocation Committee.

Farmworker Housing. A development of permanent housing for agricultural workers (as defined by
California Labor Code Section 1140.4(b)) in which at least 50 percent of the units are available to,
and occupied by, farmworkers and their households. The Committee may permit an owner to
temporarily house nonfarmworkers in vacant units in the event of a disaster or other critical
occurrence. However, such emergency shelter shall only be permitted if there are no pending
qualified farmworker household applications for residency.

Federally Subsidized. As defined by IRC Section 42(i)(2).

Federal Credit. The Tax Credit for low-income rental housing provided under IRC Section 42 and
implemented in California by the Committee.

Financial Feasibility. As required by, IRC Section 42(m)(2), and further defined by these
regulations in Section 10327.

FTB. State of California Franchise Tax Board.
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Hard construction costs. The amount of the construction contract, excluding contractor profit,
general requirements and contractor overhead.

High-Rise Project(s). A project which applies for a Credit reservation pursuant to Section 10325 in
which 100 percent (100%) of the residential units are Tax Credit Units and for which the project
architect has certified concurrently with the submission of an application to the Committee that (1)
one or more of the buildings in the project would have at least six stories; and (2) the construction
period for the project is reasonably expected to be in excess of 18 months.

Hybrid project or development. A new construction development constructed with separate 9%
and 4% Federal Credit Allocations. The development must meet the conditions set forth in Section
10325(c)(9)(A).

IRS. United States Internal Revenue Service.

Local Development Impact Fees. The amount of impact fees, mitigation fees, or capital facilities
fees imposed by municipalities, county agencies, or other jurisdictions such as public utility districts,
school districts, water agencies, resource conservation districts, etc.

Local Reviewing Agency. An agency designated by the local government having jurisdiction that
will perform evaluations of proposed projects in its locale according to criteria set forth by the
Committee.

Low-Income Unit. As defined by IRC Section 42(i)(3).
Market-Rate Unit. A unit other than a Tax Credit Unit as defined by these regulations.

MHP. Multifamily Housing Program of California’s Department of Housing and Community
Development.

“Net Project Equity” shall mean the total sale or refinancing proceeds resulting from a Transfer
Event less the payment of all obligations and liabilities of the owner, including any secured and
unsecured related and third party debt thereof (including, without limitation, repayment of deferred
developer fees and repayment of any advances made by a partner to fund operating and/or
development deficits).

Net Tax Credit Factor. The estimated or actual equity amount raised or to be raised from a tax
credit syndication or other instrument, not including syndication related expenses, divided by the
total amount of Federal and State Tax Credits reserved or allocated to a project. The calculation
must include the full ten-year amount of Federal Tax Credits and the total amount of State Tax
Credits.

QAP. The “Low Income Housing Tax Credit Program Qualified Allocation Plan,” as adopted in
regulation Sections 10300 et. seq., and in accordance with the standards and procedures of IRC
Section 42(m)(1)(B).

“Qualified Capital Needs Assessment” shall mean a capital needs assessment for a property
subject to a Transfer Event dated within one hundred eighty (180) days of the proposed Transfer
Event which (i) meets the requirements of (a) the Fannie Mae Multifamily Instructions for the PNA
Property Evaluator, (b) Freddie Mac’s Property Condition Report requirements in Chapter 14 of the
Small Balance Loan Addendum, (c) HUD’s Multifamily Capital Needs Assessment section in
Appendix 5G of the Multifamily Accelerated Process Guide, or (d) Standard Guide for Property
Condition Assessments: Baseline Property Condition Assessment Process (ASTM Designation E
2018-08) utilizing a recognized industry standard to establish useful life estimates for the
replacement reserve analysis, and (ii) clearly sets forth (a) the capital needs of the project for the
next three (3) years (the “Short-Term Work”) and the projected costs thereof, and (b) the capital
needs of the project for the subsequent twelve (12) years (the “Long Term Work”) and the projected
contributions to reserves that will be needed to accomplish that work.
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Qualified Nonprofit Organization. An organization that meets the requirements of IRC Section
42(h)(5), whose exempt purposes include the development of low-income housing as described in
IRC Section 42, and which, if a State Tax Credit is requested, also qualifies under H & S Code
Section 50091.

RHS. United States Rural Housing Service, formerly Rural Housing and Community Development
Service or RHCDS, formerly Farmers Home Administration or FmHA

Related Party.

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;

two or more corporations, general partnership(s), limited partnership(s) or limited liability
corporations connected through debt or equity ownership, in which

(A) stock is held by the same persons or entities for
(i) atleast 50% of the total combined voting power of all classes that can vote, or
(i) at least 50% of the total value of shares of all classes of stock of each of the
corporations or
(iii) at least 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;

(B) concurrent ownership by a parent or related entity, regardless of the percentage of
ownership, or a separate entity from which income is derived;

(©) 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;

(D) 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;

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

a fiduciary 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 Subsection 501(c)(3)
or (4) of the IRC and that is affiliated with or controlled by that person or the person’s family
members or by that organization;

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

(A) 50% in value of the outstanding stock of the corporation; and

(B) 50% of the capital interest, or the profits’ interest, in the partnership or joint venture;
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(10)  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;

(11) 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;

(12)  a partnership and a person or organization owning more than 50% of the capital interest, or
the profits’ interest, in that partnership; or

(13) two partnerships where the same person or organization owns more than 50% of the capital
interests or profits’ interests.

The constructive ownership provisions of IRC Section 267 also apply to subsections 1 through 13
above. The more stringent of regulations shall apply as to the ownership provisions of this section.

Reservation. As provided for in H & S Code Section 50199.10(e) the initial award of Tax Credits
to an Eligible project. Reservations may be conditional.

Rural. An area defined in H & S Code Section 50199.21.

Scattered Site Project. A project in which the parcels of land are not contiguous except for the
interposition of a road, street, stream or similar interposition.

(1) For acquisition and/or rehabilitation projects with one pre-existing project-based Section 8
contract in effect for all the sites, there shall be no limit on the number or proximity of
sites.

(2) For acquisition and/or rehabilitation projects with any of the following: (A) existing federal or
state rental assistance or operating subsidies, (B) an existing CTCAC Regulatory
Agreement, or (C) an existing regulatory agreement with a federal, state, or local public
entity, the number of sites shall be limited to five, unless the Executive Director approves a
higher number, and all sites shall be either within the boundaries of the same city, within a
10-mile diameter circle in the same county, or within the same county if no location is within
a city having a population of five-hundred thousand (500,000) or more.

(3) For new construction projects and all other acquisition and/or rehabilitation projects, the
number of sites shall be limited to five, and all sites shall be within a 1 mile diameter circle
within the same county.

State Credit. The Tax Credit for low-income rental housing provided by the Revenue and Taxation
Code Sections 12205, 12206, 17057.5, 17058, 23610.4 and 23610.5, including the State
Farmworker Credit, formerly the Farmworker Housing Assistance Program provided by the
Revenue and Taxation Code Sections 12206,17058, and 23610.5 and by the Health and Safety
Code Sections 50199.2 and 50199.7.

Tax Credit Units. Low-Income Units and manager units.
Tax-Exempt Bond Project. A project that meets the definition provided in IRC Section 42(h)(4).

Tax forms. Income tax forms for claiming Tax Credits: for Federal Tax Credits, IRS Form 8609;
and, for State Tax Credits, FTB Form 3521A.

“Transfer Event” shall mean (i) a transfer of the ownership of a project, (ii) the sale or assignment
of a partnership interest in a project owner and/or (iii) the refinancing of secured debt on a project.
The following shall not be deemed a Transfer Event: (i) the transfer of the project or a partnership
or membership interest in a project owner in which reserves remain with the project and the debt
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encumbering the project is not increased, refinanced or otherwise modified, (ii) the refinancing of
project debt which does not increase the outstanding principal balance of the debt other than in the
amount of the closing costs and fees paid to the project lender and third parties as transaction
costs, provided that reserves remain with the project, (iii) the replacement of a general partner by
a limited partner upon the occurrence of a default by a general partner in accordance with
partnership agreement of the project owner, (iv) a transfer pursuant to a foreclosure or deed in lieu
of foreclosure to a non-related party, (v) a “Subsequent Transfer’” pursuant to Section
10320(b)(4)(B) hereof, (vi) a transfer of the ownership of a project subject to an existing tax credit
regulatory agreement with a remaining term of five (5) or less years if the transfer is made in
connection with a new reservation of 9% or 4% tax credits, or (vii) the sale of a project, or the sale
or assignment of a partnership interest in a project owner, to an unrelated party for which the parties
entered into a purchase agreement prior to October 9, 2015. Notwithstanding the foregoing, the
term “Transfer Event” shall be applicable only to projects in which at least 50% of the units are Tax
Credit Units.

Threshold Basis Limit. The aggregate limit on amounts of unadjusted eligible basis allowed by the
Committee for purposes of calculating Tax Credit amounts. These limits are published by CTCAC
on its website, by unit size and project location, and are based upon average development costs
reported within CTCAC applications and certified development cost reports. CTCAC staff shall use
new construction cost data from both 9 percent and 4 percent funded projects, and shall eliminate
extreme outliers from the calculation of averages. Staff shall publicly disclose the standard
deviation percentage used in establishing the limits, and shall provide a worksheet for applicant
use. CTCAC staff shall establish the limits in a manner that seeks to avoid a precipitous reduction
in the volume of 9 percent projects awarded credits from year to year.

Tribe. A federally recognized Indian tribe located in California, or an entity established by the
tribe to undertake Indian housing projects, including projects funded with federal Low Income
Housing Tax Credits.

Tribal Trust Land. Real property located within the State of California that meets both the
following criteria:

(1) 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.

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

Waiting List. A list of Eligible Projects approved by CTCAC following the last application cycle of
any calendar year, pursuant to Section 10325(h) below.

TCAC/HCD Opportunity Area Map. A map or series of maps approved annually by the Committee
as the TCAC/HCD Opportunity Area Map.

Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.

Section 10305. General Provisions

(@)

Meetings. The Committee shall meet on the call of the Chairperson.
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Report. At each meeting of the Committee at which Tax Credit reservations from the Credit Ceiling
are made, the Executive Director shall make a report to the Committee on the status of the Federal
and State Tax Credits reserved and allocated.

Forms. CTCAC shall develop such forms as are necessary to administer the programs and is
authorized to request such additional information from applicants as is appropriate to further the
purposes of the Programs. Failure to provide such additional information may cause an application
to be disqualified or render a reservation null and void.

Tax Credit Limitations. No applicant shall be eligible to receive Tax Credits if, together with the
amount of Federal or State Tax Credits being requested, the applicant would have, in the capacity
of individual owner, corporate shareholder, general partner, sponsor, or developer, received a
reservation or allocation greater than fifteen percent (15%) of the total Federal Credit Ceiling for
any calendar year, calculated as of February first of the calendar year.

Notification. Upon receipt of an application, CTCAC shall notify the Chief Executive Officer (e g.,
city manager, county administrative officer, tribal chairperson) of the local jurisdiction within which
the proposed project is located and provide such individual an opportunity to comment on the
proposed project (IRC Section 42(m)(1)(ii)).

Conflicting provisions. These regulations shall take precedence with respect to any and all conflicts
with provisions of the QAP or other guidance provided by the Committee. This subsection shall
not be construed to limit the effect of the QAP and other guidance in cases where said documents
seek to fulfill, without conflict, the requirements of federal and state statutes pertaining to the Tax
Credit Programs.

The Committee may, at its sole discretion, reject an application if the proposed project fails to meet
the minimum point requirements established by the Committee prior to that funding round. The
Committee may establish a minimum point requirement for competitive rounds under either Section
10325 or 10326.

Notwithstanding any other provision of these regulations, the State Tax Credits allocated pursuant
to subsection (g)(1)(B) of Sections 12206, 17058, and 23610.5 of the Revenue and Taxation Code
shall be awarded to applicants for eligible projects receiving an allocation of State Ceiling from
CDLAC and the appllcant cr|ter|a shaII be applled in accordance W|th Sectlon 10326. Projects-shall

, A —Up to two hundred
m|II|on doIIars ($200 000 000) may be aIIocated for housmg flnanced by CalHFA’s Mixed-Income
Program, and this amount may be reduced upon agreement of the Executive Directors of CalHFA
and CTCAC.

Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.

Section 10310. Reservations of Tax Credits

(@)

Reservation cycles. The Committee shall reserve Tax Credits on a regular basis in accordance
with H. & S Code Section 50199.14(a), pursuant to these regulations and the QAP, incorporated
by reference in full.

Credit Ceiling available. The approximate amount of Tax Credits available in each reservation
cycle may be established by the Committee at a public meeting designated for that purpose as of
February first of the calendar year, in accordance with the following provisions:

(1) Amount of Federal Tax Credits. The amount of Federal Tax Credits available for reservation
in a reservation cycle shall be equal to the sum of:
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(A) the per capita amount authorized by law for the year, plus or minus the unused,
Federal Credit Ceiling balance from the preceding calendar year, multiplied by a
percentage amount established by the Committee for said cycle;

(B) the amount allocated, and available, under IRC Section 42(h)(3)(D) as of the date
that is thirty days following the application deadline for said cycle;

(©) the amount of Federal Credit Ceiling returned, and available, as of the date that is
thirty days following the application deadline for said cycle; and,

(D) additional amounts of Federal Credit Ceiling, from the current or subsequent year,
necessary to fully fund projects pursuant to the allocation procedures set forth in
these regulations.

For calendar year 2020, and 2021 if applicable, the amount of the Federal Credit Ceiling
established by the Further Consolidated Appropriations Act, 2020 (“FCAA”) shall be
allocated pursuant to Section 10325(d)(1). For calendar year 2021, and 2022 if applicable,
the amount of the Federal Credit Ceiling established by the Consolidated Appropriations
Act, 2021 (“CAA”) shall be allocated pursuant to Section 10325(d)(1).

Amount of State Tax Credits. The amount of State Tax Credits available for reservation in
a reservation cycle shall be equal to:

(A) the amount authorized by law for the year, less any amount set-aside for use with
certain tax-exempt bond financed projects, plus the unused State Credit Ceiling
balance from the preceding calendar year, multiplied by a percentage amount
established by the Committee for said cycle;

(B) the amount of State Credit Ceiling returned, and available, by the date that is thirty
days following the application deadline for said cycle; plus,

(©) additional amounts of State Credit Ceiling, from the current or subsequent year,
necessary to fully fund projects pursuant to the allocation procedures set forth in
these regulations and,

(D) five hundred thousand dollars ($500,000) per calendar year in State Farmworker
Credits to provide Farmworker Housing, plus any returned and unused State
Farmworker Credit balance from the preceding calendar year.

Waiting List Tax Credits. Tax Credits returned (other than those returned pursuant to
Section 10328(g)) and Tax Credits allocated under IRC Section 42(h)(3)(D) during any
calendar year, and not made available in a reservation cycle, shall be made available to
applications on Committee Waiting Lists, pursuant to subsection 10325(h).

Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.

Section 10315. Set-asides and Apportionments

CTCAC will accept applications from Qualified Nonprofit Organizations for the Nonprofit set-aside upon
the request of the qualified applicant, regardless of the proposed housing type. Thereafter, CTCAC shall
review each non-rural pending competitive application applying as an at-risk or special needs housing type
under subsection (h) below, first, within that housing type’s relevant set-aside. Non-rural applicants
meeting the criteria for both the special needs and at-risk housing types pursuant to Section 10325(g) may
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request to be considered in both set-asides. Applicants receiving an award from either the At-Risk or
Special Needs set-aside shall be considered as that housing type for purposes of paragraph (h).

(@)

Nonprofit set-aside. Ten percent (10%) of the Federal Credit Ceiling for any calendar year,
calculated as of February first of the calendar year, shall be set-aside for projects involving, over
the entire restricted use period, Qualified Nonprofit Organizations as the only general partners and
developers, as defined by these regulations, and in accordance with IRC Section (42)(h)(5).

Each funding round, credits available in the Nonprofit set-aside shall be made available as a first-
priority, to projects providing housing to homeless households at affordable rents, consistent with
Section 10325(g)(3) in the following priority order:

First, projects with 1) McKinney-Vento Homeless Assistance Act, MHP-Supportive Housing
Program, HCD Veterans Housing and Homeless Prevention Program, Mental Health Services
Act (MHSA), CalHFA Local Government Special Needs Housing Program, Governor's
Homeless Initiative, Housing for a Healthy California, or HCD No Place Like Home development
capital funding committed for which the amount of development capital funding committed shall
be at least $500,000 or $10,000 per unit for all Low-Income Units in the project (irrespective of
the number of units assisted by the referenced programs), whichever is greater; or 2) projects
with rental or operating assistance funding commitments from federal, state, or local
governmental funding sources. The rental assistance must be sponsor-based or project-based
and the remaining term of the project-based assistance contract shall be no less than one (1)
year and shall apply to no less than fifty percent (50%) of the Low-Income Units in the proposed
project. For local government funding sources, ongoing assistance may be in the form of a
letter of intent from the governmental entity.

Second, other qualified homeless assistance projects.

To compete as a homeless assistance project, at least fifty percent (50%) of the Low-Income Units
within the project must be designated for homeless households as described in category (1)
immediately below:

(1)

Individual or family who lacks a fixed, regular, and adequate nighttime residence, meaning:

(A) Has a primary nighttime residence that is a public or private place not meant for
human habitation;

(B) Is living in a publicly or privately operated shelter designated to provide temporary
living arrangements (including congregate shelters, transitional housing, and hotels
and motels paid for by charitable organizations or by federal, state, and local
government programs); or

(©) Is exiting an institution and resided in an emergency shelter or place not meant for
human habitation immediately before entering that institution.

Individual or family who will imminently lose their primary nighttime residence, provided that:

(A) Residence will be lost within 14 days of the date of application for homeless
assistance;

(B) No subsequent residence has been identified; and

(©) The individual or family lacks the resources or support networks needed to obtain
other permanent housing.

Unaccompanied youth under 25 years of age, or families with children and youth, who do

not otherwise qualify as homeless under this definition, but who:

(A) Are defined as homeless under the other listed federal statutes;

(B) Have not had a lease, ownership interest, or occupancy agreement in permanent
housing during the 60 days prior to the homeless assistance application;

(©) Have experienced persistent instability as measured by two moves or more during
the preceding 60 days; and

(D) Can be expected to continue in such status for an extended period of time due to
special needs or barriers.
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(4) Any individual or family who:
(A) Is fleeing, or is attempting to flee, domestic violence;
(B) Has no other residence; and
(©) Lacks the resources or support networks to obtain other permanent housing.

For all projects receiving a reservation under the first or second priority, owners, property
managers, and service providers 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. For projects receiving a reservation under the first or second priority, the
applicant also shall commit to reserving vacant homeless assistance units for 60 days for
occupancy by persons or households referred, where such systems or lists exist, by either 1) the
relevant coordinated entry or access system, 2) the relevant county health department from a list
of frequent health care users; or 3) the relevant behavioral health department from a list of persons
with chronic behavioral health conditions who require supportive housing. The applicant shall enter
into a memorandum of understanding with the relevant department or system administrator prior to
placing in service unless a reasonable memorandum is refused by the department or administrator.

Any amount of Tax Credits not reserved for homeless assistance projects during a reservation
cycle shall be available for other applications qualified under the Non-profit set-side.

Rural set-aside. Twenty percent (20%) of the Federal Credit Ceiling for any calendar year,
calculated as of February first of the calendar year, shall be set-aside for projects in rural areas as
defined in H & S Code Section 50199.21 and as identified in supplemental application material
prepared by CTCAC. For purposes of implementing Section 50199.21(a), an area is eligible under
the Section 515 program on January 1 of the calendar year in question if it either resides on the
Section 515 designated places list in effect the prior September 30, or is so designated in writing
by the USDA Multifamily Housing Program Director. All Projects located in eligible census tracts
defined by this Section must compete in the rural set-aside and will not be eligible to compete in
other set-asides or in the geographic areas unless the Geographic Region in which they are located
has had no other Eligible Projects for reservation within the current calendar year. In such cases
the rural project may receive a reservation in the last round for the year, from the geographic region
in which it is located, if any.

Within the rural set-aside competition, the first tiebreaker shall be applied as described in Section
10325(c)(9), except that the Senior and Large Family New Construction in Highest or High
Resource Tract housing type goals established by Section 10315(h) shall be calculated relative to
the rural set-aside dollars available each round, rather than against the total credits available
statewide each round.

(1) RHS and HOME program apportionment. In each reservation cycle, fourteen percent (14%)
of the rural set-aside shall be available for new construction projects which have a funding
commitment from RHS of at least $1,000,000 from either RHS’s Section 514 Farm Labor
Housing Loan Program, RHS’s Section 515 Rural Rental Housing Loan Program, or a
reservation from a Participating Jurisdiction or the State of California of at least $1,000,000
in HOME funding.

All projects meeting the RHS and HOME program apportionment eligibility requirements
shall compete under the RHS and HOME program apportionment. Projects that are
unsuccessful under the apportionment shall then compete within the general rural set-aside
described in subsection (c). Any amount reserved under this subsection for which RHS or
HOME funding does not become available in the calendar year in which the reservation is
made, or any amount of Credit apportioned by this subsection and not reserved during a
reservation cycle shall be available for applications qualified under the Rural set-aside.

(2) Native American apportionment. Starting in 2023 and each year thereafter, ©ne-one million
five hundred thousand dollars ($1,500,000—illien) in annual federal credits shall be
available during the first round and, if any credits remain, in the second round for
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applications proposing projects on land to be owned by a Tribe, whether the land is owned
in fee or in trust, and in which occupancy will be legally limited to tribal households, except
that up to 20% of Low-Income Units may serve non-tribal households if required by the
HOME Program. Apportioned dollars shall be awarded to projects sponsored by Tribes
using the scoring criteria in Section 10325(c), and achieving the minimum score established
by CTCAC under Section 10305(h). In addition, the application shall receive the minimum
points available for both general partner and management company experience under
Section 10325(c)(1), except that the management company minimum scoring cannot be
obtained through the point category for a housing tax credit certification examination.

“At-Risk” set-aside. After accounting for the second supplemental set-aside described in (g), five
percent (5%) of the Federal Credit Ceiling for any calendar year, calculated as of February first of
the calendar year, shall be set aside for projects that qualify and apply as an “At risk” housing type
pursuant to subsection (h) below. Any proposed project that applies and is eligible under the
Nonprofit set-aside but is not awarded credits from that set-aside shall be eligible to be considered
under this At-Risk set-aside if the project meets the housing type requirements.

Special Needs set-aside. After accounting for the second supplemental set-aside described in (g),
four percent (4%) of the Federal Credit Ceiling for any calendar year, calculated as of February first
of the calendar year, shall be set aside for projects that qualify and apply as a Special Needs
housing type project pursuant to subsection (h) below. Any proposed project that applies and is
eligible under the Nonprofit set-aside, but is not awarded credits from that set-aside, shall be eligible
to be considered under this Special Needs set-aside if the project meets the housing type
requirements.

First supplemental set-aside. After accounting for the second supplemental set-aside described in
(g), an amount equal to three percent (3%) of the Federal Credit Ceiling for any calendar year,
calculated as of February first of the calendar year, shall be held back to fund overages that occur
in the second funding round set-asides and/or in the Geographic Apportionments because of
funding projects in excess of the amounts available to those Set Asides or Geographic
Apportionments, the funding of large projects, such as HOPE VI projects, or other Waiting List or
priority projects. In addition to this initial funding, returned Tax Credits and unused Tax Credits from
Set Asides and Geographic Apportionments will be added to this Supplemental Set Aside, and
used to fund projects at year end so as to avoid loss of access to National Pool credits.

Second supplemental set-aside. For each calendar year an amount of the Federal Credit Ceiling
determined by the Executive Director, calculated as of February first of the calendar year, shall be
held back to fund projects designated as DDA project pursuant to Section 10327(d)(3).

Housing types. To be eligible for Tax Credits, all applicants must select and compete in only one
of the categories listed below, exclusive of the Acquisition and/or Rehabilitation and Large Family
New Construction located in a Highest or High Resource Area housing types which are listed here
solely for purposes of the tiebreaker, and must meet the applicable “additional threshold
requirements” of Section 10325(g), in addition to the Basic Threshold Requirements in 10325(f).
The Committee will employ the tiebreaker at Section 10325(c)(9) in an effort to assure that no single
housing type will exceed the following percentage goals where other housing type maximums are
not yet reached:

Housing Type Goal
Large Family 65%
Large Family New Construction receiving the 30%

tiebreaker increase for being located in census
tracts, or census block groups as applicable,
designated on the TCAC/HCD Opportunity
Area Map as Highest or High Resource Areas
(effective for 2019 and later reservations)
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Special Needs 30%
Single Room Occupancy (SRO) 15%
At-Risk 15%
Seniors 15%
Acquisition and/or Rehabilitation 30% of the credits
within the rural set-aside only available in the rural
set-aside

For purposes of the Acquisition and/or Rehabilitation Housing Type Goal, a project will be
considered an acquisition and/or rehabilitation project if at least 50% of the units were previously
residential dwelling units.

A large family new construction project that receives a tiebreaker increase for being located in a
Highest or High Resource census tract shall count against both that housing type and the general
Large Family housing type.

Geographic Apportionments. Annual apportionments of Federal and State Credit Ceiling shall be
made in approximately the amounts shown below:

Geographic Area Apportionments
City of Los Angeles 17.6%
Balance of Los Angeles County 17.2%
Central Valley Region (Fresno, Kern, Kings, Madera, 8.6%
Merced, San Joaquin, Stanislaus, Tulare Counties)

San Diego County 8.6%
Inland Empire Region (San Bernardino, Riverside, 8.3%

Imperial Counties)

East Bay Region (Alameda and Contra Costa Counties) 7.4%
Orange County 7.3%
South and West Bay Region (San Mateo, Santa 6.0%

Clara Counties)

Capital Region (El Dorado, 5.7%
Placer, Sacramento, Sutter, Yuba, Yolo Counties)

Central Coast Region (Monterey, San Benito, San Luis 5.2%
Obispo, Santa Barbara, Santa Cruz, Ventura Counties)

Northern Region (Butte, Marin, Napa, Shasta, Solano, 4.4%
and Sonoma Counties)

San Francisco County 3.7%

Credit available for geographic apportionments. Geographic apportionments, as described in this
Section, shall be determined prior to, and made available during each reservation cycle in the
approximate percentages of the total Federal and State Credit Ceiling available pursuant to
Subsection 10310(b), after CTCAC deducts the federal credits set aside in accordance with Section
10315(a) through (g) from the annual Credit Ceiling.
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Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.

Section 10317. State Tax Credit Eligibility Requirements

(@)

(c)

(d)

General. In accordance with the R & T Code Sections 12205, 12206, 17057.5, 17058, 23610.4
and 23610.5, there shall be allowed as a Credit against the “tax” (as defined by R & T Code Section
12201) a State Tax Credit for Federal Credit Ceiling projects pursuant to subsection (g)(1)(A) of
Sections 12206, 17058, and 23610.5 of the Revenue and Taxation Code and Tax Exempt Bond
Projects pursuant to subsection (g)(1)(B) of Sections 12206, 17058, and 23610.5 of the Revenue
and Taxation Code in an amount equal to no more than 30 percent (30%) of the project’s requested
construction-related eligible basis. Except for State Farmworker Credits and projects meeting
subparagraphs (A) through (D) in subsection (c)(4) of Sections 12206, 17058, and 23610.5 of the
Revenue and Taxation Code, the maximum State Tax Credit award amount for a Tax Exempt Bond
Project pursuant to subsection (g)(1)(A) of Sections 12206, 17058, and 23610.5 of the Revenue
and Taxation Code, or basis described in paragraph (f) below, is 13 percent (13%) of that project’s
requested eligible basis. The maximum State Farmworker Credit award amount for a Tax Exempt
Bond Project, or basis described in paragraph (f) below, is 75 percent (75%) of that project’s
requested eligible basis. The maximum State Credit award for a project meeting subparagraphs
(A) through (D) in subsection (c)(4) of 12206 of the Revenue and Taxation Code, or basis described
in paragraph (f) below, is 95 percent (95%) of that project’s requested eligible basis. Insufficient
credits due to a low appraised value as described in Subparagraph (C) shall be evidenced as
defined in Section 10322(h)(9)(A) of these Regulations: the sum of third party debt encumbering
the seller's property exceeds the appraised value. Substantial rehabilitation as described in
Subparagraph (D) shall be evidenced by Section 10326(g)(7) of these Regulations. Award
amounts shall be computed in accordance with IRC Section 42, except as otherwise provided in
applicable sections of the R & T Code.

Allocation of Federal Tax Credits required. State Tax Credit recipients shall have first been
awarded Federal Tax Credits, or shall qualify for Tax Credits under Section 42(h)(4)(b), as required
under H & S Code Section 50199.14(e) and the R & T Code Section 12206(b)(1)(A). State
Farmworker Credits are exempt from this requirement.

Limit on Credit amount. Except for applications described in paragraph (d) below, all credit ceiling
applications may request State credits provided the project application is not requesting the federal
130% basis adjustment for purposes of calculating the federal credit award amount. Projects are
eligible for State credits regardless of their location within a federal Qualified Census Tract (QCT)
or a Difficult Development Area (DDA). Notwithstanding paragraph (d) below, applications for the
Federal Credit established by the Further Consolidated Appropriations Act, 2020 or the
Consolidated Appropriations Act, 2021 are not eligible for State Tax Credits.

An applicant requesting state credits shall not reduce basis related to federal tax credits except to
reduce requested basis to the project’s threshold basis limit or the credit request to the amount
available in the project’'s geographic region or the limits described in Section 10325(f)(9)(C).
CTCAC shall revise the basis and credit request if the applicant fails to meet this requirement.

In the event that reservations of state credits to credit ceiling applications exceed the amount of
state credits available, CTCAC post-reservation shall designate applications for which there are
insufficient state credits as difficult development area (DDA) projects pursuant to Section
10327(d)(3) and exchange state credits for federal credits in an amount that will yield equal equity
based solely on the tax credit factors stated in the application.

(1) Under authority granted by Revenue and Taxation Code Sections 12206(b)(2)(E)(ii),
17058(b)(2)(E)(ii), and 23610.5(b)(2)(E)(ii), applications for Special Needs projects with at
least 50% special needs units and within a QCT or DDA may request the federal 130%
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basis boost and may also request State credits, provided that the applicant does not reduce
basis related to federal tax credits except to reduce requested basis to the project’s
threshold basis limit or the credit request to the amount available in the project’s geographic
region or the limits described in Section 10325(f)(9)(C). CTCAC shall revise the basis and
credit request if the application fails to meet this requirement. Under authority granted by
Internal Revenue Code Section 42(d)(5)(B)(v), CTCAC designates Special Needs housing
type applicants for credit ceiling credits as Difficult Development Area projects, regardless
of their location within a federally-designated QCT or DDA.

(2) Under authority granted by Revenue and Taxation Code  Sections
12206(b)(2)(E)(iii),17058(b)(2)(E)(iii), and 23610.5(b)(2)(E)(iii), applications for 4% federal
tax credits plus State Farmworker Credits within a QCT or DDA may request the federal
130% basis boost and may also request State credits

(3) Under authority granted by Revenue and Taxation Code Sections 12206(b)(2)(E)(iii),
17058(b)(2)(E)(iii), and 23610.5(b)(2)(E)(iii), new construction applications for 4% federal
tax credits plus State Credits pursuant to subsection (g)(1)(B) of Sections 12206, 17058,
and 23610.5 of the Revenue and Taxation Code within a QCT or DDA may request the
federal 130% basis boost and may also request State credits.

Applications for the Federal Credit established by the Further Consolidated Appropriations Act,
2020 or the Consolidated Appropriations Act, 2021, including Special Needs projects described in
this section (d), are not eligible for State Tax Credits.

State Tax Credit exchange. Applications for projects not possessing one of the allocation priorities
described in subsection (d) may also include a request for State Tax Credits. During any
reservation cycle and/or following any reservation or allocation of State Tax Credits to all
applications meeting the above allocation priorities, remaining balances of State Tax Credits maybe
awarded to applicants having received a reservation of Federal Tax Credits during the same year,
in exchange for the “equivalent” amount of Federal Tax Credits. Said exchanges shall be offered
at the discretion of the Executive Director, who may consider and account for any fiscal or
administrative impacts on the project or applicant pool when deciding to whom he/she will offer
State Tax Credits.

Acquisition Tax Credits. State Tax Credits for acquisition basis are allowed only for projects
meeting the definition of a project “at risk of conversion,” pursuant to Section 42 and R & T Code
Section 17058(c)(4).

Tax-Exempt Bond Financing. Projects financed under the tax-exempt bond financing provisions of
Section 42(h)(4)(b) of the IRC, subsection (g)(1)(A) of Sections 12206, 17058, and 23610.5 of the
Revenue and Taxation Code and Section 10326 of these regulations may apply for State Tax
Credits if the following conditions are met:

(1) the project is comprised of 100% Tax Credit Units. Excepted from this rule are projects
proposed for acquisition and rehabilitation that were developed under the HUD Section 236
or 202 programs, and are subject to those programs’ use restrictions. Projects under those
circumstances may propose a lesser percentage of Tax Credit Units to accommodate
existing over-income residents who originally qualified under Section 236 or 202 income
eligibility;

(2) one or more buildings is not eligible for the 130% basis adjustment, in which case the State
Tax Credits shall be available only for the buildings not eligible for the 130% basis
adjustment. This paragraph shall not apply to projects referenced in Section 10317(d);

(3) State Tax Credits will not be available to projects that have already received a reservation
of 4% credit in the previous year; and
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(4) the applicant must demonstrate, by no later than 10 business days after the tax credit
preliminary reservation, that a tax-exempt bond allocation has been received or applied for.

For projects financed under the tax-exempt bond financing provisions of Section 42(h)(4)(b) of the
IRC, subsection (g)(1)(B) of Sections 12206, 17058, and 23610.5 of the Revenue and Taxation
Code and Section 10326 of these regulations applying for State Tax Credits. State Tax Credits will
not be available to projects that have already received a reservation of 4% credit in a previous year.

State Farmworker Credit. Applicants may request State Farmworker Credits for eligible Farmworker
Housing in combination with federal credits, or they may request State Farmworker Credits only. If
seeking a federal Credit Ceiling reservation, applicants may apply only during competitive rounds
as announced by CTCAC and shall compete under the provisions of Section 10325(c) et. seq. If
requesting federal credits for use with tax exempt bond financing, or State Farmworker Credits
only, applicants may apply over the counter and shall meet the threshold requirements for projects
requesting 4% federal credits.

(1) If more than one applicant is requesting nine percent (9%) federal credits in combination
with State Farmworker Credits during a competitive round, CTCAC shall award available
State Farmworker Credits to the highest scoring Farmworker Housing application that will
receive a reservation of federal credits.

If available State Farmworker Credits are inadequate to fully fund a pending request for eligible
Farmworker Housing, CTCAC may reserve a forward commitment of subsequent year's State
Farmworker Credits for that project alone.

State Tax Credit Allocations pursuant to subsection (g)(1)(A) of Sections 12206, 17058, and
23610.5 of the Revenue and Taxation Code to bond financed projects. The following parameters

apply:

(1) In calendar years where there are additional state tax credits available to bond financed
projects, an amount equal to fifteen percent (15%) of the annual State Tax Credit authority
will be available for acquisition and/or rehabilitation bond financed projects, with a ranking
priority for projects meeting subparagraphs (A) through (D) in subsection (c)(4) of 12206 of
the Revenue and Tax Code. In all other years, an amount equal to fifteen percent (15%) of
the annual State Tax Credit authority will be available for bond financed projects of any
construction type. CTCAC shall make reservations up to the 15% limit beginning with the
first application review period of a calendar year for tax-exempt bond financed projects;

(2) The project will be competitively scored by CDLAC according to the CDLAC scoring and
ranking system delineated in Section 5230 of the CDLAC Regulations. Notwithstanding the
foregoing, existing tax credit projects must comply with the requirements of Section
10326(g)(8)(A);

(3) If the 15% set-aside has not been reserved prior to year end it may be used in a State Tax
Credit exchange for projects that have received 9% Tax Credit reservations;

(4) The Committee may reserve an amount in excess of the 15% set-aside of State Tax Credits
for the last funded tax-exempt bond financed project if that project requires more than the
State Tax Credits remaining in this set aside if (1) fewer than half of the State Tax Credits
annually available for the credit ceiling competition are reserved in the first competitive
credit round, or (2) if State Credits remain available after funding of competitive projects in
the second CTCAC funding round.

(5) Staff shall identify high cost projects by comparing each scored project’s total eligible basis
against its total adjusted threshold basis limits, excluding any increase for deeper targeting
pursuant to Section 10327(c)(5)(C). CTCAC shall calculate total eligible basis consistent
with the method described in Section 10325(d), except that the amount of developer fee in
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basis that exceeds the project's deferral/contribution threshold described in Section
10327(c)(2)(B) shall be excluded. A project will be designated “high cost” if a project’s total
eligible basis exceeds its total adjusted threshold basis limit by 30%. Staff shall not
recommend such project for credits. Any project may be subject to negative points if the
project’s total eligible basis at placed in service exceeds the revised total adjusted threshold
basis limits for the year the project is placed in service (or the original total eligible threshold
basis limit if higher) by 40%.

(j) State Tax Credit Allocations pursuant to subsection (g)(1)(B) of Sections 12206, 17058, and
23610.5 of the Revenue and Taxation Code. For calendar years beginning in 2021, an amount up
to five hundred million dollars ($500,000,000) in total State Tax Credit authority will be available (if
authorized in the California Budget Act or related legislation) for new construction Tax Exempt Bond
Projects, including retrofitting or repurposing of existing nonresidential structures that were
converted to residential use within the previous five years from the date of application subject to

the reqwrements of the California Debt L|m|t AIIocatlon Commlttee regulatlons—and—the

as—set—ﬁeFth—m—SeeH@M@%Qé(e}(—?—)—ef—mese—Fegwaiﬂens—No Iater than the CDLAC bond issuance

deadline Within—180-days-of the-award the applicant must submit to CTCAC 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 project is a design-build project in which the city or county does not issue building
permits until designs are fully 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 submit said documents to CTCAC by the CDLAC bond issuance deadlinebegin
construction-within-180-days-of-award shall result in rescission of the Tax Credit Reservation and

may result in assessment of negative points.

(k) All projects that have received state credits shall comply with the limitations on cash distributions
required pursuant to Sections 12206(d), 17058(d), and 23610.5(d) of the Revenue and Taxation
Code.

(1) In the initial application, applicants requesting state credits shall make an election to sell
(“certificate”) or not sell all or any portion of the state credit, as allowed pursuant to Revenue
and Taxation Code Sections 12206(0), 17058(q), and 23610.5(r). The applicant for a
certificated credit shall be a non-profit entity and the state credit price shall not be less than
eighty (80) cents per dollar of credit. The applicant may, only once, revoke an election to
sell at any time before CTCAC issues the Form(s) 3521A for the project, at which the point
the election shall become irrevocable.

(2) An applicant who elects to sell any portion of the state credit and a buyer who later resells
any portion of the credit shall report to CTCAC within 10 days of the sale of the credit, in a
form specified by CTCAC, all required information regarding the purchase and sale of the
credit, including the social security or other taxpayer identification number of the party or
parties to whom the credit has been sold, the face amount of the credit sold, and the amount
of consideration received for the sale of the credit. At the request of the owner, CTCAC
shall reissue the Form(s) 3521A in the name of the buyer.

Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.
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Section 10320. Actions by the Committee

(@)

Meetings. Except for reservations made pursuant to Section 10325(h) of these Regulations,
Reservations of Tax Credits shall occur only at scheduled meetings of the Committee, which shall
announce application-filing deadlines and the approximate dates of reservation meetings as early
in the year as possible.

Approvals required by this Section 10320(b) shall not be unreasonably withheld if all of the following
requirements, as applicable, are satisfied:

(1)

No allocation of the Federal or State Credits, or ownership of a Tax Credit project, may be
transferred without prior written approval of the Executive Director. In the event that prior
written approval is not obtained, the Executive Director may assess negative points
pursuant to section 10325(c)(2)(M), in addition to other remedies. The following
requirements apply to all ownership or Tax Credit transfers requested after January 31,
2014

(A) Any transfer of project ownership (including changes to any general partner,
member, or equivalent responsible party), or allocation of Tax Credits shall be
evidenced by a written agreement between the parties to the transfer, including
agreements entered into by the transferee and the Committee.

(B) The entity replacing a party or acquiring ownership or Tax Credits shall be subject
to a “qualifications review” by the Committee to determine if sufficient project
development and management experience is present for owning and operating a
Tax Credit project. Information regarding the names of the purchaser(s) or
transferee(s), and detailed information describing the experience and financial
capacity of said persons, shall be provided to the Committee. Any general partner
change during the 15-year federal compliance and extended use period must be to
a party earning equal capacity points pursuant to Section 10325(c)(1)(A) as the
exiting general partner. At a minimum this must be three (3) projects in service more
than three years, or the demonstrated training required under Section 10326(g)(5).
Two of the three projects must be Low Income Housing Tax Credit projects in
California. If the new general partner does not meet these experience requirements,
then substitution of general partner shall not be permitted. The requirements of this
paragraph apply to a change to any general partner, member, or equivalent
responsible party where an exiting party meets the experience capacity and the
remaining party does not have experience equal to the minimum stated above.

(©) The transferor shall deliver all tenant files, inspection records, financial statements,
and reserve balances to the transferee prior to or concurrent with the transfer.
Failure to deliver such records may subject the transferor to negative points or a
fine.

In addition to any applicable requirements set forth in Section 10320(b)(1), all Transfer
Events shall be subject to the prior written approval of the Executive Director. In the event
that prior written approval is not obtained, the Executive Director may assess negative
points pursuant to section 10325(c)(2)(M), in addition to other remedies. The following
requirements apply to all Transfer Events for which approval is requested on or after
October 21, 2015:

(A) Prior to a Transfer Event, the owner of the project shall submit to the Executive
Director a Qualified Capital Needs Assessment. In the case of a Transfer Event in
which a third-party lender is providing financing, the Qualified Capital Needs
Assessment shall be commissioned by said third-party lender.
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(B) The entity which shall own the project subsequent to the Transfer Event (the “Post
Transfer Owner”) shall covenant to the Committee (the “Capital Needs Covenant”)
that the Post Transfer Owner (and any assignee thereof) shall:

(i) set aside at the closing of the Transfer Event adequate funds to perform the
Short Term Work (the “Short Term Work Reserve Amount”);

(i)  perform the Short Term Work within three (3) years from the date of the
Transfer Event;

(iii)  make deposits to reserves as are necessary to fund the Long Term Work,
taking into account any balance in replacement reserve accounts upon the
conclusion of the Transfer Event beyond those required by clause (i).
Notwithstanding the foregoing, the Post Transfer Owner shall have no
obligation to fund any reserve amount from annual operations to the extent
that the funding of the reserve causes the project to have a debt service
coverage ratio of less than 1.00 to 1.00. In calculating the debt service
coverage ratio for the purposes herein, the property management fee shall
not exceed the greater of (a) 7% the project’s effective gross income, or (b)
such amount approved by HUD or USDA, as applicable. Any property
management fee in excess of these limitations shall be subordinate to the
funding of the required reserves and shall not be considered when calculating
the debt service coverage ratio; and

(iv) complete the Long Term Work when required, or prior thereto, pursuant to
the Qualified Capital Needs Assessment.

The Executive Director may waive or modify the requirements of this Section 10320(b)(2)(A)
and (B) if the owner can demonstrate that the Transfer Event will not produce, prior to any
distributions of Net Project Equity to parties related to the sponsor, developer, limited
partner(s) or general partner(s), sufficient Net Project Equity to fund all or any portion of the
work contemplated by the Qualified Capital Needs Assessment. There shall be a
presumption that a Transfer Event has insufficient Net Project Equity (and the requirements
of this Section 10320(b)(2)(A) and (B) shall be waived) if no Net Project Equity from the
Transfer Event is distributed to parties related to the sponsor, developer, general partner(s)
or limited partner(s) of the owner other than a distribution or a payment to the limited
partner(s) of the selling entity in the amount equal to, or less than, all federal, state, and
local taxes incurred by the limited partner(s) as a result of the Transfer Event.

The Capital Needs Covenant shall at all times be subordinate to any deed of trust given to
any third party lender to a project. The owner of a project subject to a Capital Needs
Covenant shall certify compliance with the terms of said Capital Needs Covenant to CTCAC
annually for the term of the Capital Needs Covenant on a form to be developed by the
Executive Director. Failure to comply with the terms of the Capital Needs Covenant may
subject the owner to negative points and/or a ban on buying or receiving future properties.

If a project seeks to receive a new reservation of 9% or 4% tax credits concurrently with a
Transfer Event or during the time that the project is subject to a Capital Needs Covenant,
the following provisions shall apply in lieu of paragraph (2):

(A) The applicant shall submit a Qualified Capital Needs Assessment. In cases in which
a third-party lender is providing financing, the Qualified Capital Needs Assessment
shall be commissioned by said third-party lender.

(B) The rehabilitation scope of work shall include all of the Short Term Work. The
applicant may receive eligible basis for the costs of the Short Term Work only if the
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applicant can demonstrate that the Short Term Work was funded by one of the
following:
(i) a credit from the seller of the project equal to the costs of Short Term Work.
(i) a reduction in the purchase price of the project as compared to the purchase
price of the project had the project not been subject to the Transfer Event
requirement, as shown by an appraisal that calculates the impact of the Short
Term Work requirement on value.
(iii) general partner equity.
(iv) developer fee contributed to the project (a deferred developer fee does not
qualify).

(©) After the Transfer Event giving rise to the covenant required pursuant to Section
10320(b)(2)(B) (the “Initial Transfer”), if the project will be subsequently transferred
in connection with the closing of the new reservation of 9% or 4% credits (a
“Subsequent Transfer”), any increase in acquisition price (if the Initial Transfer was
a sale) or the project valuation (if the Initial Transfer was a refinancing) between the
Initial Transfer and the Subsequent Transfer which is attributable to a reduction in
the amount of annual deposits into the replacement reserve account from those
required pursuant to Section 10320(b)(2)(B)(iii) because all or a portion of the Long
Term Work will be performed in connection with the new reservation of 9% or 4%
credits, must be evidenced in the form of (i) a seller carryback note or (ii) a general
partner equity contribution.

(D) Upon the closing of the syndication of the new 9% or 4% credits reserved for the
project, any Capital Needs Covenant shall automatically terminate without any
further action of the project owner and/or the Committee.

The Executive Director shall waive or modify the requirements of this Section 10320(b)(4)
if the owner can demonstrate that the Transfer Event will not produce, prior to any
distributions of Net Project Equity to parties related to the sponsor, developer, limited
partner(s) or general partner(s), sufficient Net Project Equity to fund all or any portion of the
work contemplated by the Qualified Capital Needs Assessment. There shall be a
presumption that a Transfer Event has insufficient Net Project Equity if no Net Project
Equity from the Transfer Event is distributed to parties related to the sponsor, developer,
general partner(s) or limited partner(s) of the owner other than a distribution or a payment
to the limited partner(s) of the selling entity in the amount equal to, or less than, all federal,
state, and local taxes incurred by the limited partner(s) as a result of the Transfer Event.

Sections 10320(b)(4)(B) and 10320(b)(4)(C) shall not be applicable to any project with an
existing tax credit regulatory agreement with a remaining term of five (5) or less years.

No management company of an existing or new tax credit project shall be replaced without
prior written approval of the Executive Director. In the event that prior written approval is
not obtained, the Executive Director may assess negative points or a fine. With respect to
4% tax credit projects, management companies ineligible for at least two management
company experience points pursuant to Section 10325(c)(1)(B) shall obtain training in
project operations, on-site certification, fair housing law, and manager certification in IRS
Section 42 program requirements from CTCAC or a CTCAC-approved, nationally
recognized entity. The out-going management company shall deliver all tenant files,
inspection records, financial statements, and reserve balances to the in-coming
management company prior to or concurrent with the transfer. Failure to deliver such
records may subject the out-going management company to negative points or a fine.

Except for resyndication applications without a distribution of Net Project Equity, if a project
seeks to receive a new reservation of 9% or 4% tax credits, any uncorrected Form(s) 8823
for life and safety violations (life-threatening and non-life threatening) and for Uniform
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Physical Condition Standards violations that are in existence at the time of the CTCAC
application must be corrected by the project owner that received the Form(s) 8823. The
resyndication application shall not include any costs to correct these Form(s) 8823.

(7) An applicant seeking to (1) demolish or similarly alter any of the existing structures currently
subject to CTCAC regulatory restrictions when seeking a new reservation of 9% and/or 4%
tax credits; and/or (2) separate an existing project currently subject to CTCAC regulatory
restrictions into multiple projects must request and receive prior written approval of the
Executive Director. Projects that involve the demolition of existing residential units or
separating an existing project must increase the unit count by (i) 25 or (ii) 50% of the existing
demolished units, whichever is greater.

(8) A project owner seeking to sell a portion of vacant or unused land must request and receive
prior written approval of the Executive Director. The sales proceeds must either: 1) be
contributed (not loaned) to a new multifamily affordable housing restricted project; or 2)
reduce rents at the existing property by the aggregate amount of the proceeds. The project
owner must request and receive prior written approval of the Executive Director.

CTCAC shall initially subordinate its regulatory contract to a permanent lender but thereafter shall
not subordinate existing regulatory contracts to acquisition or refinancing debt, except in relation to
new Deeds of Trust for rehabilitation loans, FHA-insured loans, restructured public loans, or as
otherwise permitted by the Executive Director. At the request of the owner, CTCAC shall enter into
a stand-still agreement permitting the acquisition or refinance lender 60 days to work with the owner
to remedy a breach of the regulatory contract prior to CTCAC implementing any of the remedies in
the regulatory contract, except that CTCAC shall not enter into a stand-still agreement related to a
Transfer Event requested on or after October 21, 2015 unless the conditions of Section 10320(b)(2)
have been satisfied. If CTCAC enters into a stand-still agreement related to a Transfer Event,
Sections 10320(b)(2), (b)(3) and (b)(4) shall apply to the project.

False information. Upon being informed, or finding, that information supplied by an applicant, any
person acting on behalf of an applicant, or any team member identified in the application, pursuant
to these regulations, is false or no longer true, and the applicant has not notified CTCAC in writing,
the Committee may take appropriate action as described in H & S Code Section 50199.22(b) and
in section 10325(c)(2) of these regulations. Additionally the Executive Director may assess
negative points to any or all members of the development team as described in Section
10322(h)(5).

CTCAC shall not enter into a qualified contract, as defined in IRC Section 42(h)(6)(F).

Note: Authority cited: Section 50199.17, Health and Safety Code.

Reference: Sections 12206, 17058 and 23610.5, Revenue and Taxation Code; and Sections 50199.4,
50199.5, 50199.6, 50199.7, 50199.8, 50199.9, 50199.10, 50199.11, 50199.12, 50199.13, 50199.14,
50199.15, 50199.16, 50199.17, 50199.18, 50199.20, 50199.21 and 50199.22, Health and Safety Code.

Section 10322. Application Requirements

(@)
(b)

(c)
(d)

Separate Application. A separate application is required for each project.

Application forms. Applications shall be submitted on forms provided b