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October 28, 2016 

 

California Tax Credit Allocation Committee 

915 Capitol Mall, Room 485 

Sacramento, CA 95814 

 

Re: TCAC Fall 2016 Proposed Regulation Changes 
 

Dear Treasurer Chiang, Controller Yee, and Mr. Cohen: 

 

Thank you for the opportunity to provide comments and participate in the 

stakeholder process on the Proposed TCAC Regulation Changes. The California 

Housing Consortium (CHC) is a non-partisan advocate for the production and 

preservation of housing affordable to low- and moderate-income Californians. 

CHC’s diverse membership that spans the development, building, financial, and 

public sectors makes us uniquely situated to provide a broad, united position that 

reflects the majority of the affordable housing community. 

 

In general, there are several good improvements made in this year’s proposed 

changes, specifically related to cost containment. However, CHC would like to 

see more coordination between TCAC and HCD. Concurrent with the proposed 

TCAC regulation change, HCD is soliciting comments on their proposed 

changes to the Uniform Multifamily Regulations. At a minimum, HCD and 

TCAC programs should be consistent with one another and regulatory changes 

should be considered in tandem. For example, while TCAC is moving away 

from using 9% credits for acquisition/rehab deals, it’s unclear what impact this 

will have on the existing HCD portfolio. TCAC is also proposing to prohibit new 

construction in areas of low-opportunity, which is in direct conflict with the 

Affordable Housing and Sustainable Communities emphasis on directing 

investments into Disadvantaged Communities. On the other hand, TCAC has 

been proactively making updates to the developer fees and how to finance 

supportive services while HCD’s proposed changes to the UMRs go in a 

different direction. 

 

We respectfully submit the following specific comments for your consideration: 

 

2. Homeless set-aside units to serve the most in need homeless households. 

Section 103105 

 

We have concerns about using lists generated by local Continua of Care or health departments as practices 

and models vary widely from county to county as do the level of staffing, coordination and communication 

necessary to keep such a list updated and current. While we agree that TCAC policy should align with local 
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efforts to serve vulnerable homeless populations, this requirement is too broad and does not leave room for 

counties or sponsors to address the crisis. 

 

28. Changes in how rental assistance is valued in both scoring and the tiebreaker. Section 10325(c)(1)(C) 

and Section 10325(c)(10)(A) 

 

50. Discount the value of assumed or recycled loan proceeds by 50%. Section 1035(c)(10)(A) 

 

51. Exclude seller carryback notes or loans that derive directly or indirectly from sale proceeds. Section 

10325(c)(10)(A) 

 

54. Eliminate the increase to the numerator of the first tie-breaker factor for rental assistance. Section 

10325(c)(10)(A) 

 

We are concerned that together, these four proposed changes would have a huge negative impact on the 

rehabilitation of older projects with no acquisition value including those in the HCD portfolio. While we 

recognize that TCAC wishes to prioritize scarce 9% credits for the construction of new affordable units, 9% 

credits are essential for subsidizing the rehabilitation of units that could otherwise be lost. One way for 

TCAC to potentially address these concerns is through the creation of an additional set-aside for at-risk units 

which would avoid the necessity for legislation to change the definition of at-risk units. 

 

38. Reference the 2016 building codes in the energy efficiency point standards. Section 10325(c)(6)(B) 

 

91. Newly constructed buildings shall be fifteen (15%) or more energy efficient than the 2016 Energy 

Efficiency Standards. Section 10327(c)(5)(B)(3) 

 

California already has the highest energy efficiency standards in the nation embedded in the 2016 standards. 

Meeting these standards should be sufficient as a threshold and additional points should not be granted to 

projects that surpass these requirements. Building above these standards, even if possible, not only imposes 

increased costs, but reaches a point of diminishing returns and fails a cost-benefit analysis. 

 

73. Prohibit new construction, large-family, competitive tax credit projects in areas of low-opportunity 

unless the project is part of a concerted community revitalization program involving the local 

government and significant investment outside of the project. Section 10325(g)(1)(J) 

 

98. Provide a 10% threshold basis limit increase for projects in high-opportunity areas, as defined. 

Section 10327(c)(5)(F) 

 

CHC understands the concern of disparate impact, we find significant issues with the proposed changes and 

urge staff to take more time over the next year to work on a proposal in consultation with stakeholders. In 

many cases, the very neighborhoods identified as “low opportunity” are precisely those most at risk of 

gentrification and displacement. In addition, this proposal is exactly the opposite of the Affordable Housing 

and Sustainable Communities (AHSC) emphasis on directing investments into Disadvantaged Communities 

(DACs). 

 

Among the issues with the proposed regulation is its reliance on UC Davis’ Regional Opportunity Index 

maps. However, irrespective of the data source, there are still compelling circumstances under which 

building housing in currently low-opportunity areas is a good idea. The clearest example is gentrifying 

neighborhoods, where land values are still low enough that affordable development is feasible, but are likely 

to undergo new investment and demographic change in future years that could displace existing low-income 

communities. Getting the housing in before that process begins (and land values rise so much as to make 

affordable development very difficult) is a good strategy even though in the short-term it appears like it is 
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only adding new housing in low-opportunity areas. There is also an argument to be made about providing 

high quality, healthy, and safe housing in low-opportunity locations as those are locations where most low-

income communities will live regardless of whether affordable housing is provided elsewhere. Affordable 

housing generates many local benefits such as jobs, after school programs, and an infusion of resources into 

depressed neighborhoods that might never experience such investment.   

 

87. For 9% new construction projects only, increase the maximum base developer fee in cost to 

$2.2 million and then adjust the maximum developer fee limit to reflect a project’s cost-efficiency 

using the same test employed for the high-cost threshold. Section 10327(c)(5) 
 

We understand the need to implement cost containment measures and can support the “carrot” of 

increased developer fee for more cost-efficient projects. However, we generally oppose the reduction 

in developer fee for higher cost projects. We are doubtful this change will lead to an overall 

reduction in development costs and believe it could create a financial incentive to use cheaper 

materials creating greater long-term operating costs and need for resyndication.  

 

There is no evidence that affordable developers would suddenly be able to control external factors 

such as materials and labor costs by simply providing a modest financial incentive in the developer 

fee calculation and, in fact, this approach could actually penalize those developers taking on the 

most challenging and deeply income-targeted projects. 

 

101. Require new construction projects that exceed the AB 744 parking ratios to exclude the cost 

of the excess parking spaces from basis. Section 10327(c)(10) 
 

While we understand the intent here, parking is often the number one issue local governments have 

against approving affordable housing projects, especially in “high-opportunity areas.” This could 

significantly impair the ability to get projects approved. 

 

 

Sincerely, 

 
Ray Pearl 

Executive Director 

 

 

CC: Mark Stivers, Executive Director, CA Tax Credit Allocation Committee 

 

 


