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Date of Hearing: April 11, 2018

ASSEMBLY COMMITTEE ON LOCAL GOVERNMENT
Cecilia Aguiar-Curry, Chair
AB 2035 (Mullin) — As Amended March 20, 2018

SUBJECT: Affordable housing authorities.

SUMMARY : Makes a number of administrative and technibahges to Affordable Housing
Authority Law. Specificallythis bill :

1) Revises Affordable Housing Authority Law, as follew

a)

b)

d)

Makes changes to the definitions section of AffttdaHousing Authority Law, as
follows:

i) Revises the definition of “affordable workforce lstng” and strikes out references to
affordable rent;

i) Adds a definition of “authorizing resolution;” and,
iii) Adds a definition of “property tax increment.”

Specifies, in the case of an Affordable Housinghtuity (authority) created by a city

and county, that the mayor shall appoint the sanmelber of members as are appointed
by the legislative body of the city and county, dimat appointment shall not be subject to
review by the legislative body of the city and ctyun

Requires property tax increment from a taxing grdther than the city or county that
formed the authority that has adopted a resolubaidlocate its share of property tax
increment to be held in a separate fund by theoaiiyh

Requires the provision for the receipt of prop¢atyincrement to become effective in the
property tax year that begins after the Decembemiediately following the adoption of
a resolution, as specified. Requires the resaiutidoe provided to the county auditor-
controller no later than the December 1 immediaf@lpwing its adoption.

Revises requirements related to a taxing entitgakpg a resolution that was adopted to
allocate property tax increment to specify that tiepealed resolution will be of no
further effect beginning in the fiscal year followithe adoption of any repeal, by giving
the auditor-controller at least 90 days’ noticeopto the end of the current fiscal year,
provided that the auditor-controller shall contiaallocate the taxing entity’s share that
has been pledged to the repayment of debt isstieebguthority until that debt has been
fully repaid, including by means of a refinancingefunding. Specifies the purposes of
how that annual amount of a taxing entity’s shailehe determined.

Requires that when the loans, advances, and intlegge of an authority, if any, and
interest thereon, have been paid, or the maximuouatrof time in years has passed in
accordance with a resolution, all funds thereatteeived from taxes upon the taxable
property in the authority’s boundaries shall bedpaithe funds of the respective taxing
agencies as taxes on all other property are paid.



9)

h)

)

K)
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Requires all of the taxes levied and collected upertaxable property in the boundaries
of the authority to be paid into the funds of teegective taxing agencies as though the
authority had not been created unless the totakass valuation of the taxable property
in the boundaries of an authority exceeds the tes¢ssed value of the taxable property
in the boundaries as shown by the last equalizikd ro

Specifies that a resolution allowing the allocatidrsales and use tax or transactions and
use tax may be repealed and be of no further effeatided, however, that the tax
revenues allocated to the authority that have Ipéefged to the repayment of debt issued
by the authority shall continue to be so allocatetll the debt has been fully repaid,
including by means of a refinancing or refundingless otherwise agreed upon by the
authority and the taxing entity.

Requires the county auditor-controller, prior tetdbuting property tax increment to the
authority, to deduct any costs incurred by the tpimadministering the provisions of
the bill.

Provides that the provisions of the bill shall betconstrued to alter in any way the
manner in which ad valorem property tax revenuesadher revenue streams related to
ERAF, tax equity allocation to cities, and otheedfied portions of existing law.

Revises requirements for the issuance of bond$héauthority.

Revises auditing requirements from every five yéamsvery year, commencing in the
calendar year in which the authority has allocaedmulate total of more than $1
million dollars in property tax increment revenuasd other revenues, as specified,
including any proceeds of a debt issuance.

m) Requires that any action or proceeding to attamkew, set aside, void, or annul the

n)

creation of an authority, the adoption of a pl&e, allocation of tax revenues, as
specified, or the issuance of bonds by the authaitall be commenced within 30 days
after the enactment of the resolution authoriziregdction. Requires those actions to be
brought pursuant to specified sections of law.o&l an authority in specified
circumstances to bring an action in the superiartoof the county in which the authority
is located to determine the validity of the bonaarrants, contracts, obligations, or
evidences of indebtedness, as specified.

Makes other minor, technical, and conforming change

EXISTING LAW :

1) Allows a city, county, or city and county to ad@ptesolution creating an affordable housing
authority that shall be limited to providing lonadamoderate-income housing and affordable
workforce housing. Provides that a school enéisydefined, may not participate in an
authority. A successor agency may not participasn authority. Allows a city or county
that created a redevelopment agency that was de&stb form an authority only if certain
conditions are met, like receiving a finding of quetion from the Department of Finance.

2)

Requires the governing board of an authority tath@dd number of members with at least
five or seven members in total, as follows:



3)

4)
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a) At least three members of the city council or tbard of supervisors appointed by the
city council or the board of supervisors;

b) In the case of an authority created by a city anthty authority jointly, at least three
members of the city council and three membersebitard of supervisors; and,

c) Atleast one member of the public who lives or vgonkthin the boundaries of the city or
county that created the authority.

Requires an authority to, by resolution, creat®a bnd Moderate Income Housing Fund
and adopt an affordable housing investment planniag include either or both of the
following:

a) A provision for the receipt of property tax increméunds generated within the area; or,

b) A provision for the receipt of any tax revenuegedited to the authority pursuant to 7),
below.

Requires the plan to include each of the followétements:
a) A statement of the principal goals and objectiviethe plan;

b) An affordable housing program that describes hamatithority will fulfill its objective
and if duties and activities will be assigned ity or county housing department or
public housing authority;

c) The estimated amount that will be deposited infilned during each of the next five
years;

d) Estimates of the number of new, rehabilitated,rareprestricted residential units to be
assisted during each of the five years and ests@dtthe expenditures of moneys from
the Fund during each of the five years;

e) A description of how the program will implement tleguirements for expenditures of
funds in the Fund over a 10-year period at varinoeme levels;

f) Estimates of the number of units, if any, to beadeped by the authority for very low-,
low-, and moderate-income households during thé¢ finex years;

g) A fiscal analysis setting forth the projected rpteif revenue and projected expenses
over a five-year planning horizon, including thegutial issuance of bonds backed by
property tax increment revenues during the terthefplan.

h) Time limits as follows:
i) Forty-five years for the establishment of loansjaates, and indebtedness; and,

i) Forty-five years for the repayment of all of theharity’s debts and obligations and
fulfilling all of the authority’s housing obligatits, as specified.
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i) A feasible method or plan for relocation of fansli@nd persons to be temporarily or
permanently displaced from housing facilities ia filan area.

5) Requires the authority to hold a public hearingbbefidopting a plan, and requires the
authority to provide notice of that hearing, ascsfed.

6) Allows any city, county, or special district, aespied, to adopt a resolution directing the
county auditor-controller to allocate its sharguodperty tax increment funds within the area
covered by the plan to the authority. Allows teealution to direct the county auditor-
controller to allocate less than the full amountha property tax increment, and to establish
a maximum amount of time in years that the allecawill take place. Allows a resolution
to be repealed and be of no further effect by gjthre auditor-controller 90 days’ notice;
provided, however, that the auditor-controller hahtinue to allocate to the authority the
taxing entity’s share of ad valorem property tatkeg have been pledged to the repayment
of debt issued by the authority until that debt basn fully repaid.

7) Allows a taxing entity, via resolution, to allocatther revenues to the authority, including
revenues derived from local sales and use taxegsatppursuant to the Bradley-Burns
Uniform Local Sales and Use Tax Law, or transadtiand use taxes imposed pursuant to the
Transactions and Use Tax Law, in specified circamss.

8) Requires a minimum of 95% of the allocated proptkyincrement revenues pursuant to 6),
above, and allocated tax revenues pursuant td@yeato be used to increase, improve, and
preserve the community’s supply of housing for lovery low-, and moderate-income
households. Prohibits more than 5% to be useddorinistration.

9) Requires housing funds to be spent in proportiahécshare of the regional housing need
allocated to the city, county, or city and courdy éach income category pursuant to existing
law.

10)Allows an authority to do all of the following:
a) Provide for low- and moderate-income housing afardéble workforce housing;
b) Remedy or remove a release of hazardous substascegecified,;
c) Provide for seismic retrofits of existing buildings
d) Acquire and transfer real property, as specified,;
e) Issue bonds, as specified;

f) Borrow money, receive grants, or accept finanaiatber assistance or investment from
the state or the federal government or any othblipagency or private lending
institution for any project within its area of opéon, and comply with any conditions
of a loan or grant;

g) Adopt a plan;

h) Make loans or grants for owners of tenants to improehabilitate, or retrofit buildings
or structures within the plan area; and,
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i) Construct foundations, platforms, and other likectural forms necessary for the
provision or utilization of air rights sites foribdings to be used for the purposes
of providing affordable housing.

11)Requires an authority to contract for an indepenhdadit, as specified.

12)Requires an authority to receive a priority foristsgice in housing programs administered
by HCD, and other state agencies and departments.

13)Allows an authority to transfer its housing respbifisies to a housing authority or city or
county housing department if it determines that lgsiming funding streams will reduce
administrative costs or expedites the construatfaaffordable housing.

14)Requires an authority to comply with the Ralph MoBn Act, the California Public Records
Act, and the Political Reform Act of 1974.

FISCAL EFFECT : None
COMMENTS:

1) Background on AHA Law. AB 1598 (Mullin), Chapter 764, Statutes of 20aidthorizes a
city or county to create an affordable housing arityy, modeled after Community
Revitalization and Investment Authority (CRIA) late, fund activities related to the
promotion and development of affordable housin@ 1598 specifies that the authority can

capture property tax increment, or revenues frdatal sales and use tax or transactions and

use tax, provided that the use of those revenudisebguthority is consistent with the
purposes for which that tax was imposed. Thedltskb contained the process for forming the
authority, the governance structure of the authoaibd requires the authority to adopt an
affordable housing investment plan and what tha phust contain, as well as a requirement
for the authority to comply with the Ralph M. Browat, Public Records Act, and the
Political Reform Act.

2) Bill Summary. This bill makes a number of technical and clamifychanges to Affordable
Housing Authority law, and is sponsored by the auth

The bill requires property tax increment from ait@xentity that has adopted a resolution to
allocate its share of property tax to be held separate fund by the authority; specifies the
date in which the receipt of property tax incremeiiit become effective; revises
requirements for taxing entities to repeal a resmih)and when that resolution will be
effective; requires the county auditor-controllatipr to distributing property tax increment
to the authority, to deduct any costs incurredigydounty; revises audit requirements for the
AHA; and, provides clarity in how ad valorem praydax revenues and other local
government revenues streams will be treated sraouldHA be formed. The bill also revises
and expands definitions used throughout AHA lavg cludes other minor, technical and
conforming changes.

3) Author’s Statement. According to the author, “AB 2035 is a follow-tpAB 1598
(Mullin), which was signed into law, allowing cifend counties to create Affordable
Housing Authorities to fund the promotion and depehent of affordable housing through
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local tax increment financing, without raising taxeAB 2035 clarifies Affordable Housing
Authority law to ensure tax increment financing &fordable housing can be implemented.”

Committee Amendments. In order to correct a mistake and clarify themntof the bill with
respect to the different options for the goverrtgrd of an authority, the Committee may
wish to suggest the following amendments:

On page 5, line 16:

(c) The governing board of an authority createdgpant to this division shall be an odd
number of members with at least five or seven mesipetotal, as follows:

(1) (A) In the case of a city forming an authority, at At least three members of the city

council-erthe-beard-ef supervisors appointed leydity council-erthe-beard-ef supervisors.

(B)In the case of a county forming an authority, at least three members of the board of
supervisors appointed by the board of supervisors

(C) B} In the case of an authority creajethtly by a city anda county-autherityjeintly,
at least three members of the city council andetimembers of the board of supervisors.

(D) £©) In the case of an authority created by a city anthty, the mayor shall appoint
the same number of members as are appointed bgdiséative body of the city and
county. Appointments made pursuant to this subpapdgshall not be subject to review
by the legislative body of the city and county.

(2) At least one member of the public who livesvarks within the boundaries of the city or
county that created the authority.

Arguments in Support. Supporters argue that this bill will provide dpto taxing entities
and local auditor-controllers on how to addresserities in the local property tax
increment framework.

Arguments in Opposition. Opponents argue that the bill continues to pegietthe issues
raised in AB 1598, including the use of eminent donand the allowance of bonds issued
without voter approval.

Double-referral. This bill is double-referred to the Housing anoh@nunity Development
Committee.



REGISTERED SUPPORT / OPPOSITION:

Support

California Apartment Association

California Association of Realtors

Habitat for Humanity California

Non-Profit Housing Association of Northern Calif@an
Opposition

Howard Jarvis Taxpayers Association

Analysis Prepared by Debbie Michel / L. GOV. / (916) 319-3958
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