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Introduction
In November 2006, the California voters approved Proposition 1C, the Housing and Emergency Trust Fund Act of 2006 (SB 1689 [Perata], Chapter 27), which authorized the issuance of bonds in the amount of $2.85 billion. Proceeds from the sale of the bonds will fund various existing housing programs, including the Multifamily Housing Program, the Emergency Housing Assistance Program, the Farmworker Housing Grant Program, and the Downpayment Assistance Program.  In addition, Proposition 1C establishes and allocates specified amounts to three new funds: 1) $100 million for the Affordable Housing Innovation Fund; 2) $850 million for the Regional Planning, Housing, and Infill Incentive Account; and 3) $200 million for the Housing Urban-Suburban-and-Rural Parks Account.  Each of these programs requires further implementing legislation.  In the case of the Affordable Housing Innovation Fund, the implementation bill is subject to a special 2/3 vote requirement pursuant to the terms of Proposition 1C.
This hearing will focus on two of the three Proposition 1C programs that need further implementation statutes: the Affordable Housing Innovation Fund and the Regional Planning, Housing, and Infill Incentive Account.  The intent of the hearing is both to hear the Administration’s and others’ implementation proposals and to obtain feedback to these proposals from a range of stakeholders.  
The Affordable Housing Innovation Fund 

Proposition 1C includes $100 million for the Affordable Housing Innovation Fund. According to the language of Proposition 1C, these funds are intended to support competitive grants or loans to sponsoring entities to develop, own, lend, or invest in affordable housing in a manner that demonstrates innovative, cost-saving approaches to creating or preserving affordable housing. 

HCD’s Proposal

The Department of Housing and Community Development (HCD) has submitted budget trailer bill language that proposes three specific uses for the funds in the Affordable Housing Innovation Fund:   

· Construction Liability Insurance Reform Pilot Program.  This program would promote best practices for residential construction quality control in affordable condominium developments that HCD or the California Housing Finance Agency (CalHFA) sponsor, as a means of reducing rates for construction defect liability insurance.  The program would provide predevelopment grants to cover the additional costs of construction oversight and monitoring programs such as video recording of construction, quality control manuals, and quality control inspections.  
· Green Building, Energy Efficiency, and Universal Design Program.  This program would provide grants to finance a portion of the costs of incorporating additional energy-efficiency, green building, and universal design accessibility features in HCD or CALHFA funded projects. 
· Affordable Housing for Teachers and School Employees.  This program would provide assistance to school districts and community college districts attempting to attract and retain district employees, including teachers, through provision of on-campus housing.  The program would make grants for predevelopment costs associated with such housing. 
Senate Staff Proposal

In addition to HCD’s proposal, staff to the Senate Transportation and Housing Committee held a series of conversations with interested parties, and based on that input, crafted a proposal to fund four programs:
· Affordable Housing Property Acquisition Program.  This program would allow affordable housing sponsors to quickly access short-term funding to purchase properties that will be used to develop or preserve affordable ownership or rental housing.   The funds could be provided as loans through an existing state housing entity or contracted to a community-development financial institution to provide loan guarantees for private lenders.  

· Local Housing Trust Fund Matching Grant Program.  Additional funding would be allocated to the existing Local Housing Trust Fund Matching Grant Program, which provides matching grants to local governments or non-profit organizations that create on-going revenue streams to support the development of affordable ownership and rental housing.  The proposal would set aside half of the money for new housing trust funds.

· Mobilehome Park Resident Ownership Program.  Additional funding would go to the existing Mobilehome Park Resident Ownership Program to finance the preservation of affordable mobilehome parks by conversion to ownership or control by resident organizations, nonprofits, or local governments.
· Homeownership Development Accounts.  Senator Dutton has expressed interest in developing a program to match individual contributions from low-income families into homeownership development accounts that would allow them to save money for the purchase of a first home. 
Key questions for the Committee to consider:
· Which programs will have the greatest impact in terms of meeting California’s housing needs?

· What consideration if any should be given to funding existing programs as opposed to new programs?  Should preference be given to the creation of pilot programs? 
· Should these funds be used to maximize the production of new housing units or to fund enhancements on projects already being funded?
· Is there sufficient demand for each of the proposed programs?
· Which programs have broad support to meet the 2/3 vote requirement associated with this fund?
The Regional Planning, Housing, and Infill Incentive Account
Proposition 1C also includes $850 million to support and incentivize infill development, especially infill housing development.  The language of the bill states that funds in the account shall be available, subject to such other conditions and criteria as the Legislature may provide in statute, for infrastructure grants related to infill development and for brownfield cleanup that promotes infill development consistent with regional and local plans.  While the types of infrastructure that may be funded are not limited, the bill specifically refers to traffic mitigation, water, sewer, transportation, and parks improvements.  
HCD Proposal
The Department of Housing and Community Development has submitted budget trailer bill language that proposes a competitive, performance-based award program for infrastructure grants for critical infrastructure projects that will measurably increase the supply of infill housing produced as a direct result of the state’s investment and prioritize efficient land use and development patterns.  
The funds would be available for infrastructure that is directly related to, and integral to, facilitating the development of infill housing projects.  To be eligible for funding, both the infrastructure and the housing project would have to:
· Be located in an urbanized area or urban cluster, as defined by the U.S. Census Bureau, on a site that has been previously developed for urban uses, or a vacant site that is surrounded on at least two sides by current or previous urban uses.
· Be included in and consistent with a redevelopment plan, specific plan, regional blueprint, capital improvement plan, or transportation corridor plan.

· Have complied with the California Environmental Quality Act (CEQA) and passed any statutory period for legal challenges.

· Be consistent with the jurisdiction’s general plan.

· Be located in a jurisdiction that has a state-approved housing element and that has met or exceeded housing production thresholds to be established by HCD.

The HCD would rate and rank applications using factors such as:
· The number of infill housing units to be created.

· The affordability of the housing and the duration of affordability.

· The creation of housing in job-rich areas.

· Proximity to mass transit, parks, and other amenities.
· The jurisdiction’s previous performance in meeting its share of the regional housing need.  

To ensure that state funds actually result in additional housing supply, the grants would be repayable to the state in the event the housing does not materialize within five years of completion of the infrastructure.  HCD may extend this deadline by an additional five years for unanticipated market forces beyond the control of the jurisdiction.
Housing California/Planning and Conservation League Proposal
Housing California and the Planning and Conservation League have proposed that the state competitively award the funds in the Infill Incentive Account to local governments or developers for infill housing or mixed-use developments themselves and/or for the infrastructure necessary to facilitate infill housing development.  Infrastructure improvements would include brownfield cleanup, water, sewer, transportation, traffic mitigation, parks, or other similar capital projects.
In order to be eligible for funding, the housing development to be facilitated would have to:

· Be located on an infill site, defined as “previously developed or surrounded by development, with water and sewer trunk line service, and designated for development in the General Plan.”

· Be developed at a net density of 10 units per acre in rural areas, 20 units per acre in suburban areas, and 30 units per acre in urban areas.

· Include 25% of homes affordable to very low-income households for at least 55 years.

Applications would be ranked based on net densities and affordability above the thresholds; proximity to existing or planned transit, schools, libraries, grocery stores, parks, employment centers, and other community amenities; and consistency with regional blueprints where applicable.  

California Association of Councils of Government Proposal
The California Association of Councils of Government (CalCOG) proposes that the Infill Incentive Account fund projects chosen through project selection plans that metropolitan transportation planning agencies create to implement their regional growth blueprints.  In areas without blueprints, the local COG or the local governments within a county could access the funds by developing a project selection plan that is consistent with the overall purposes and objectives of the program.

CalCOG proposes that the funds be allocated to regions in proportion to the regional housing needs established for each region.  Once the state determines that a regional project selection plan is consistent with state guidelines, the regional entities would receive their allocation and oversee the disbursement of funds within their region. 
Key questions for the Committee to consider:

· In regions that have undertaken regional planning efforts (i.e., “blueprints”), should consistency with these plans be required?  If so, should regional plans be required to meet certain standards?  Should regions that have such plans have a role in distributing funds?
· Should infrastructure funding be available prior to development to prepare for higher-density infill housing, or should funding be tied to particular housing developments?

· Should local governments that produce infill housing without state infrastructure money be rewarded?

· What level of housing affordability should be required in areas that receive state infrastructure funds?  Or should a percentage of the funds be set-aside to support affordable housing in infill areas?
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