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  LOW-INCOME HOUSING:  INSURANCE TAX:  INCOME TAX:  CREDITS:  

FARMWORKER HOUSING 

 

Sets aside $25 million or 5% of the amount available in the state budget each year for the 

LIHTC, whichever is less, for projects that provide farmworker housing. 

 

Background  

Current state law allows credits against the Personal Income Tax, Corporation Tax, and Gross 

Premiums Tax to subsidize investors who provide project capital to affordable rental housing 

projects.  State Low-Income Housing Tax Credits (LIHTCs) are calculated in partial conformity 

with federal LIHTCs, and complement federal credits in the hopes of providing capital necessary 

to pay costs to construct affordable housing.  Federal tax credits can equal either 70% of the 

qualified basis—generally equal to the costs of construction—for projects that are not federally 

subsidized (known as 9% credits), or 30% for those that are federally subsidized (known as 4% 

credits).  Taxpayers claim the credit over a variable period after the building is placed in service.  

Tax-exempt bonds are generally the source of any qualifying federal subsidy.   

 

The California Tax Credit Allocation Committee (CTCAC), comprised of the State Treasurer, 

the State Controller, the Director of Finance, and three non-voting members, allocates state and 

federal LIHTCs.  Housing developers design projects and apply to CTCAC for credits.  If 

CTCAC grants credits, it then enters a regulatory agreement with the housing developer setting 

forth income and rent restrictions.  CTCAC then reserves the amount of credit for that 

application, and then the housing developer forms partnership agreements with investors that 

provide project capital for the housing in exchange for the credits at a discount.  The developer 

then returns to CTCAC for a final credit allocation.  Investors claim the credit until exhausted, 

then can walk away from the partnership, and deduct the amount paid to the partnership in 

exchange for the tax credits as a capital loss. 

 

CTCAC awards 9% federal credits up to a dollar threshold set in federal law using a competitive 

process, totaling $191 million in federal credits for 106 projects in 2021, inducing almost $2 

billion in equity financing, and developing 6,235 affordable rental units.  CTCAC allocated 

$356.9 million in 4% federal credits for 164 subsidized projects in 2021, generating 

approximately $3.6 billion in equity investment, and developing 16,729 affordable rental units.    

AB 101.  In 2019, the Legislature enacted AB 101 (Committee on Budget), which authorized an 

additional $500 million in state LIHTCs  The Legislature approved another one time $500 

million allocation in the 2021-22 budget, and the Governor’s 2022-23 January budget proposes a 

third one-time $500 million infusion in the program.  In 2020, the Committee awarded $581 
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million in state credits to 91 projects: approximately $87.2 million to 9% projects and $494 

million to 4% projects.  In 2021, the Committee awarded $601 million in total state credits to 95 

projects: approximately $97 million in state tax credits was awarded to 9% projects and $505 

million to 4% projects.  

Farmworker housing.  In 1996, the Legislature created the Farmworker Housing Assistance 

Tax Credit Program and set aside $500,000 a year from the LIHTC allocation for farmworker 

housing projects (SB 38, Lockyer).  In an effort to streamline administration and make the 

farmworker program more user-friendly, the Legislature eliminated the Farmworker Housing 

Assistance Tax Credit Program as a separate program and consolidated it into the state LIHTC 

program as a farmworker set-aside (SB 1247, Lowenthal, 2008.)  SB 1247 also allowed CTCAC 

to allocate state LIHTCs for projects that did not receive federal LIHTCs.  To qualify, 

farmworker housing must be available to and occupied only by farmworkers and their 

households; however, the Legislature changed that requirement  by making eligible projects 

where at least 50% of units meet that threshold, effective January 1, 2018 (AB 571, E. Garcia, 

2017).  AB 571 increased the amount of credits that farmworker tax credit projects could receive 

by allowing farmworker housing projects to qualify for a 30% boost in federal credits 

Seeking to boost production of farmworker housing in the state, the California Council for Rural 

Housing and the California Rural Legal Assistance Foundation want to create a new set-aside for 

state LIHTCs within the additional amounts authorized by AB 102, among other changes. 

Proposed Law 

Assembly Bill 1654 sets aside $25 million or 5% of the amount available in the state budget each 

year for the LIHTC, whichever is less, for projects that provide farmworker housing, beginning 

in 2024 and ending in 2034.  The bill provides that any LIHTCs remaining in the farmworker 

housing set-aside after three years revert into the larger pool, and are then allocated pursuant to 

existing law.  Beginning in 2035 and every year thereafter, the measure instead directs that the 

amount of LIHTC set aside for farmworker housing be determined by the Legislature upon 

consideration of a comprehensive strategy developed by HCD, the contents of which are set forth 

by the bill.   

State Revenue Impact 

No estimate. 

Comments 

1. Purpose of the bill.  “AB 1654 will require the California Department of Housing and 

Community Development (HCD) to commission a statewide study on the lack of affordable and 

accessible farmworker housing. HCD will contract with trusted messengers (such as local non-

profits) in farmworker communities to conduct this study. HCD will then use that analysis of the 

barriers, unmet needs, existing housing conditions, and trends in agricultural employment 

statewide and regionally to improve policy and potentially increase funding for farmworker 

housing production. Using the study and its recommendations, HCD will develop a 

comprehensive strategy to address the lack of farmworker housing and the existing barriers that 

prevent farmworkers from obtaining housing for themselves and their families.  
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Meanwhile, AB 1654 will also create a minimum, annual set-aside of dedicated tax credits—$25 

million or 5% of all affordable housing tax credits, whichever is less, for ten years—for 

farmworker housing. Most state programs that include a set-aside for housing in rural areas 

already allow 10% or more for those programs. AB 1654 will simply establish a floor for 

farmworker housing funds. After ten years, the Legislature may adjust this amount as necessary, 

per the recommendations of the farmworker housing study. Together, these important measures 

will put California on a path to addressing our farmworker housing shortage and ensuring decent 

living conditions for all farmworkers.” 

2.  Old and new.  The current LIHTC program has contained a set-aside for farmworker housing 

projects of $500,000 annually since the Legislature consolidated the programs in 2008.  

However, CTCAC only allocated state LIHTCs to farmworker projects in 2008, 2015, and 2017, 

leaving nearly $5 million in farmworker credits unused.  While demand for farmworker credits 

under the set aside has been low, CTCAC frequently awards general 9% and 4% credits for units 

for farmworkers out of its general authorization.  AB 1654 supporters point out that low demand 

for the set aside is due to its $500,000 threshold when few farmworker housing projects can be 

built for that amount, and the bills’ higher threshold should result in a significant increase in 

farmworker housing in the state.  If not, the bill poses little risk: any unused credits revert to the 

general LIHTC allocation pool after three years. 

3.  A different kind of credit.  Affordable housing faces many barriers in California: high costs of 

land, labor, and capital; resistance from local residents and state and local laws, and policies 

protecting the environment; among others.  The LIHTC induces investment in affordable 

housing by providing a tax shelter for investors who allocate capital to an affordable housing, an 

investment with a relatively poor rate of return.  In return for providing the tax shelter, the state 

draws more funding for affordable housing than it otherwise would have.  LIHTCs differ from 

other tax credits, where any individual or businesses can qualify for a credit by virtue of 

incurring specific costs, such as research and development or hiring specific individuals 

4.  Incoming!  The Senate Housing Committee approved AB 1654 on June 13th by a vote of 9 to 

0.  The Governance and Finance Committee is hearing the measure as the committee of second 

reference. 

Assembly Actions 

Assembly Housing and Community Development Committee:   8-0 

Assembly Appropriations Committee:      16-0 

Assembly Floor:         74-0 

Support and Opposition (6/20/22) 

Support:   

California Housing Partnership Corporation 

County of Monterey 

Housing California 

Opposition:  None submitted. 

-- END -- 


