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ASSEMBLY COMMITTEE ON HOUSING AND COMMUNITY DEVELOPMENT
Christopher M. Ward, Chair
ABPCA Bill Id:AB 3160 (
Author:Gabriel) – As Amended Ver:March 21, 2024
SUBJECT:  Insurance, income, and corporation taxes:  credits:  low-income housing
SUMMARY:  Makes an allocation of $500 million to the Low Income Housing Tax Credit (LIHTC) permanent. Specifically, this bill: Deletes the limitation that an existing $500 million allocation of LIHTC is subject to the Budget Act or related legislation to allocations for the 2021 through the 2024 calendar years, thereby eliminating this requirement beginning with the 2025 calendar year.
EXISTING LAW:  
1) Allocates $70 million on an ongoing basis to the California Tax Credit Allocation Committee (TCAC) for the purposes of administering the LIHTC and adjusts this amount for inflation beginning in the 2002 calendar year, plus any unused amounts for the preceding calendar year and any amount returned in the calendar year.  (Revenue and Taxation Code (RTC) Sections 12206, 17058, and 23620.5)
2) Allocates an augmentation of $500 million to the LIHTC, as specified, beginning in the 2020 calendar year, and annually thereafter only if an appropriation is made in the Budget Act.  Projects eligible for this augmentation must be federally subsidized. Among other provisions, TCAC is required to develop a scoring system that maximizes the efficient use of public subsidy and benefit created through private activity bonds and LIHTC programs as part of an allocation methodology that emphasizes increased production and cost containment.  The factors to consider in making this determination of efficient use include, but are not limited to, the following:
a) The number and size of units developed, including local incentives provided to increase density;
b) The proximity to amenities, jobs, and public transportation;
c) The location of the development; and
d) The delivery of housing affordable to very low- and extremely low-income households by the development.
3) Requires for the 2024 through 2034 calendar years, the lesser of 5 percent of the $500 million augmentation or $25 million must be set aside for allocation to "farmworker housing" projects, as defined.  (R&TC Sections 12206, 17058, and 23620.5)
FISCAL EFFECT:  Unknown. 
COMMENTS:  
Author’s Statement: According to the author, “AB 3160 supports one of the most critical state funding sources for affordable housing: the state low-income housing tax credit. By planning for the long-term certainty of the credit, we can ensure developers can depend on this critical funding source when planning for future housing construction. The state low-income housing tax credit will allow for the construction of over 6,000 units of affordable housing each year and generate additional federal, local, and private funding at ratios as great as five to one, making this change an extremely prudent and effective use of the state’s financial resources.”
Affordable Housing Need: According to the 2022 Statewide Housing Plan, to meet California’s unmet housing needs, the state needs an additional 2.5 million housing units, including 1.2 million for lower-income households. Decades of underbuilding have led to a lack of housing overall, particularly housing that is affordable to lower-income households. The state needs an additional 180,000 new units of housing a year to keep up with demand – including about 80,000 units of housing affordable to lower-income households. By contrast, production in the past decade has been under 100,000 units per year – including less than 20,000 units of affordable housing per year. 
Furthermore, the state’s homelessness crisis is driven in large part by the lack of affordable rental housing for lower income people. According to the California Housing Partnership Corporation’s (CHPC)’s Housing Need Dashboard, in the current market, nearly 2 million extremely low-income and very low-income renter households are competing for roughly 683,000 available and affordable rental units in the state. Over three-quarters of the state’s extremely low-income households and over half of the state’s very low-income households are severely rent burdened, paying more than 50 percent of their income toward rent each month. 
Despite recent investments over the last few years, state and local governments have not significantly invested in affordable housing production in decades, leading to a lack of supply. In addition, local governments have failed to adequately zone or plan for affordable housing for decades. In the last seven years, the state has taken major steps to increase the supply of housing by requiring local governments to plan and zone for 2.5 million new housing units, holding local governments accountable for approving housing, and streamlining both affordable housing and mixed-income housing. 
Background on the State LIHTC Program: In 1987, the Legislature authorized a state LIHTC program to augment the federal tax credit program. The amount of state LIHTC that may be annually allocated by TCAC is limited to $70 million, adjusted for inflation. In 2020, the total credit amount available for allocation was about $100 million plus any unused or returned credit allocations from previous years. While the state LIHTC program is patterned after the federal LIHTC program, there are several differences. First, investors may claim the state LIHTC over four years rather than the 10-year federal allocation period. Second, the rates used to determine the total amount of the state tax credit (representing all four years of allocation) are 30% of the eligible basis of a project that is not federally subsidized and 13% of the eligible basis of a project that is federally subsidized, in contrast to 70% and 30% (representing all 10 years of allocation on a present-value basis), respectively, for purposes of the federal LIHTC. 
Enhanced State LIHTCs: In 2019, AB 101 (Budget Committee, Chapter 159), was signed into law, providing an additional $500 million in “enhanced” state LIHTCs in 2020 and future years, subject to appropriation. The credits are “enhanced” because they have a higher credit rate, providing more assistance to each development than the original state credits. Over their first four years, the enhanced state Housing Credits have made possible an additional 25,000 homes affordable to low-, very low-, and extremely low-income households. Moreover, these enhanced state credits allowed California to draw down an additional $5.3 billion in federal 4% Housing Credits and are leveraged overall with other federal, local, and private funds at a ratio of more than five to one. Since their inception, demand for the enhanced state credits has been oversubscribed at least two to one, and as high as three to one. Unlike most tax credits that are permanent or even the film tax credits that are locked in for five years, the additional $500 million in enhanced state credits is subject to budget approval every year. While it has been authorized each year through 2024, the Governor’s current proposed budget would eliminate these enhanced state credits for 2025. Because it takes years to bring an affordable housing development to fruition, developers need certainty that funding will remain available.
Leveraging: When the additional $500 million was first made available, the federal tax-exempt bond ceiling of approximately $4 billion had not yet been reached. In 2014, for example, developers only used $80.5 million in annual federal 4% tax credits, significantly less than prior years. This is because there was little supplemental funding from housing bonds or local funding sources available to fill the remaining financing gap. The loss of redevelopment funding and state housing bond funds, which were used in combination with 4% federal credits to achieve higher affordability, had made the 4% federal credits less effective. 
Thus, the additional $500 million was targeted to the 4% credit and coupled with private activity bonds (PABs), in part, to encourage developers to fully utilize any remaining PABs that were being left on the table. When the $500 million was made available, there was also a significant uptick in state and local housing construction funding, so 4% credit applications increased rapidly and the bonds became oversubscribed. As a result, the California Debt Limit Allocation Committee (CDLAC) instituted a competitive process for awarding PABs. The Legislature approved another one-time $500 million allocation in the 2021-22 budget, and a third one-time $500 million infusion in the program in 2022-23. The limitation on the 4% credit comes from the bond volume cap, not the credit. Once the cap is met, the number of additional projects (and, to a certain degree, units) that can be approved under the 4% credit substantially tapers off. Federal legislation is pending which would reduce the threshold for PAB financing in 4% LIHTC projects. A reduction in threshold from the current 50% to 25% would free up roughly $93 billion nationally in PAB volume capacity over the next 10 years. Without additional allocation of LIHTC, California will not be in a positon to maximize the PABs. 
Arguments in Support: According to the sponsor, the California Housing Partnership, “AB 3160 makes the $500 million in annual enhanced state Housing Credits permanent. Based on past results, we project that these resources each year will create 6,253 additional affordable homes and draw down $1.3 billion in available federal Housing Credits, a massive impact and great return on investment. Moreover, whereas developers plan new developments years in advance, a permanent enhanced state Housing Credit will create the predictability that is so vital to the affordable housing development community.”
Arguments in Opposition: None on file. 
Related Legislation:
AB 1657 (Wicks) (2023) would  authorize the Affordable Housing Bond Act of 2024 to place a $10 billion housing bond on the March 5, 2024 primary ballot to fund production of affordable housing and supportive housing. This bill is in the Senate Appropriations Committee. 
Double Referred: This bill was also referred to the Assembly Committee on Revenue and Taxation, where it will be heard should it pass out of this committee.
REGISTERED SUPPORT / OPPOSITION:
Support
California Housing Partnership Corporation (Sponsor)
Abode Communities
Affordable Housing Management Association -Pacific Southwest
Alliant Strategic Development
California Association of Local Housing Finance Agencies
California Community Builders
Corporation for Supportive Housing
CTY Housing, INC.
East Bay Housing Organizations
Housing Authority of the City of Alameda
Housing California
Kingdom Development
Linc Housing
MidPen Housing Corporation
Murow Development Consultants
Nonprofit Housing Association of Northern California
Resources for Community Development
San Francisco Housing Accelerator Fund
San Joaquin Valley Housing Collaborative
Satellite Affordable Housing Associates
Self Help Enterprises
Sisters of St. Joseph of Orange Healthcare Foundation
Southern California Association of Nonprofit Housing
St. Mary's Center
Supportive Housing Alliance
The John Stewart Company
Ventura Social Services Task Force
YM Architects
Opposition
None on file.
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