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Date of Hearing:   April 27, 2022 

ASSEMBLY COMMITTEE ON HOUSING AND COMMUNITY DEVELOPMENT 

Buffy Wicks, Chair 

AB 1695 (Santiago) – As Amended April 18, 2022 

SUBJECT:  Affordable housing loan and grant programs: adaptive reuse 

SUMMARY:  Requires any notice of funding availability (NOFA) issued by the Department 

Housing and Community Development (HCD) for an affordable multi-family housing loan and 

grant program to state that adaptive reuse of a property for an affordable housing purpose is an 

eligible activity. Specifically, this bill: Defines “adaptive reuse” to mean the retrofitting 

and repurposing of an existing building to create new residential units. 

EXISTING LAW: Establishes the Multifamily Housing Program to assist in the new 

construction, rehabilitation, and preservation of permanent and transitional rental housing for 

persons with incomes of up to 60 percent of the area median income (AMI). 

FISCAL EFFECT: Unknown.  

COMMENTS:   

 

Author’s statement: According to the author, “California will never build itself out of its current 

affordable housing crisis if it does not make adaptive reuse a substantial part of its housing 

development mosaic. It is critical that adaptive reuse become a well-regarded and frequently 

used tool in our ongoing loan and grant housing programs administered by HCD. To help 

California build desperately-needed affordable housing in a more efficient and cost effective 

manner, AB 1695 would require that any notice of funding availability issued by HCD for an 

affordable multifamily housing loan and grant program state that adaptive reuse of a property for 

affordable housing purposes is an eligible activity.” 

 

California’s Affordable Housing Crisis: California’s Housing Crisis: California is in the midst 

of a housing crisis. Only 24 percent of households can afford to purchase the median priced 

single-family home – 50 percent less than the national average, and 33 percent less than at the 

start of the pandemic.1 Over half of renters – and 80 percent of low-income renters – are “rent 

burdened,” in households paying more than 30 percent of their income toward housing, which 

means they have less to pay for other essentials such as food, transportation, and health care.2 In 

2020, over 160,000 Californians experienced homelessness on a given night.3 

 

HCD released a Statewide Housing Plan earlier this year that identified the need for an additional 

2.6 million units of housing, including 1.2 million units affordable to lower income households. 

The state needs 180,000 units of housing built a year to keep up with demand – including about 

80,000 units of housing affordable to lower-income households. By contrast, production in the 

                                                 

1 California Association of Realtors Housing Affordability Index. Data for the 3rd quarter of 2021. 
2 HCD, California Statewide Housing Plan, February 2018, Table 1.2 
3 The 2020 Annual Homeless Assessment Report (AHAR) to Congress (huduser.gov) 

https://www.car.org/marketdata/data/haitraditional
https://www.hcd.ca.gov/policy-research/plans-reports/docs/sha_final_combined.pdf
https://www.huduser.gov/portal/sites/default/files/pdf/2020-AHAR-Part-1.pdf
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past decade has been under 100,000 units per year – including less than 10,000 units of 

affordable housing, further exacerbating the housing crisis.4   

 

HCD’s Multifamily Housing Programs: HCD offers multiple programs that provide loans to 

developers to build affordable rental multifamily housing for lower income housholds at or 

below 80 percent of the area median income. HCD recently created a Super NOFA to 

consolidate the applications for 10 of the programs into one single application. All of HCD’s 

programs allow for the rehabilitation of existing buildings. This bill states that all HCD programs 

that fund multifamily housing offered by HCD must fund adaptive reuse and defines “adaptive 

reuse” to mean the retrofitting and repurposing of an existing building to create new residential 

units. This is consistent with HCD’s current approach and would apply to HCD’s existing 

programs as well as any future programs created, minus a specific exemption from adaptive 

reuse. 

The state also funds production of ownership housing through the CalHOME program. Although 

CalHOME does not explicitly prohibit adaptive reuse, it has not be a model the state has 

promoted for homeownership. Typically, buildings that are converted to housing from another 

use are commercial buildings that are converted into multi-family units.   

Adaptive Reuse Funding: The Governor’s January Budget includes a proposal to create an 

adaptive reuse program at HCD – $100 million one-time General Fund for adaptive reuse 

incentive grants. These grants will help remove cost impediments to adaptive reuse (e.g., 

structural improvements, plumbing/electrical design, exiting) and help accelerate residential 

conversions, with a priority on projects located in downtown-oriented areas. These per-unit 

grants will be paired with other HCD awards to remove impediments in delivering adaptive reuse 

projects. 

Arguments in support:  Supporters of this bill argue that adaptive reuse is an important tool to 

solving the state’s housing crisis and the state’s housing programs should support its use.  

Arguments in opposition: The California Association of REALTORS® (C.A.R.) “are opposed 

to AB 1695 (Santiago) until it is amended to explicitly include, not exclude, homeownership 

housing as an eligible activity for ‘adaptive reuse’ housing grants and loan programs facilitated 

by HCD.” 

 

REGISTERED SUPPORT / OPPOSITION: 

Support 

AIDS Healthcare Foundation (Sponsor) 

California Apartment Association 

California Business Roundtable 

Opposition 

California Association of Realtors 

                                                 

4 https://www.hcd.ca.gov/policy-research/housing-challenges.shtml  

https://www.hcd.ca.gov/policy-research/housing-challenges.shtml
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Analysis Prepared by: Lisa Engel / H. & C.D. / (916) 319-2085 


