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Date of Hearing:  August 10, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

SB 649 (Cortese) – As Amended June 30, 2022 

Policy Committee: Rules    Vote: 7 - 0 

 Housing and Community Development     6 - 2 

      

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill establishes a statewide policy supporting local tenant preferences necessary for housing 

projects developed under the bill to qualify for low-income housing tax credits (LIHTCs).   

Specifically, this bill:  

1) Establishes a state policy that lower-income individuals residing in neighborhoods and 

communities experiencing significant displacement pressures and gentrification due to rapid 

growth or increasing housing prices need access to housing that is affordable and that assists 

those households in avoiding displacement. Further provides, to the extent feasible and 

consistent with state and federal laws, LIHTC and tax-exempt bonds should be used to 

support access to housing that allows a household at risk of displacement to remain in the 

community. 

2) Requires the Department of Housing and Community Development (HCD) and the 

Department of Fair Employment and Housing (DEFH), by July1, 2024, to jointly develop 

and publish informational guidance for developing local tenant preference policies consistent 

with state fair housing laws, as specified.  Exempts the development and adoption of this 

guidance from the Administrative Procedure Act. 

3) Requires a local government adopting a tenant preference policy to submit the ordinance and 

supporting documents to HCD no later than 30 days after the ordinance becomes operational. 

Requires HCD to post any local government ordinance and supporting materials submitted 

for purposes of this bill on its internet website. 

FISCAL EFFECT: 

1) HCD estimates ongoing General Fund (GF) costs of $1.1 annually for five staff positions, 

including one attorney position, to analyze and ensure preference requests comply with 

applicable fair housing requirements. HCD anticipates this bill, due to the increased 

popularity of preferences in housing developments, to significantly increase the number of 

preference requests it receives each year.  

 

HCD further indicates it would need to contract with an external statistician at a yet-to-be-

determined cost for consulting on any disparate impact fair housing analyses HCD would 

conduct upon receiving a request to approve a housing preference. 
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2) The Civil Rights Department (CRD and formerly Department of Fair Employment and 

Housing) anticipates requesting a senior attorney at $244,000 in FY 2023-24, and $242,000 

in FY 2024-2025 and ongoing to handle this specific workload.  

 

CRD anticipates this bill will generate the filing of fair housing complaints with CRD that 

will be legally and factually complex. To investigate, mediate, and prosecute even a small 

number of these cases per year, CRD indicates it will require additional highly-skilled 

positions and resources at a likely cost of $1 million (GF) to $2 million (GF) annually. 

COMMENTS: 

1) Purpose. This bill creates a statewide policy of local tenant preferences in order for 

applicable housing projects to qualify for LIHTCs. According to the author: 

Tenant Preferences are an important tool to help stabilize neighborhoods 

and keep people from being uprooted from their homes, families, and 

networks. Nobody deserves to be forced out of their community because 

they can’t find stable and affordable housing, especially during a time 

when families are already facing extreme financial hardship due to the 

COVID-19 pandemic. Tenant preferences can help prioritize efficient use 

of scarce affordable housing resources to help mitigate problems caused 

by displacement in our communities. SB 649 will play a vital role in 

bolstering the state’s efforts to protect our most vulnerable residents from 

displacement and addressing the homelessness crisis ravaging our cities. 

This bill is co-sponsored by the City of San Jose, the Housing Action Coalition, 

and SOMOS Mayfair. 

2) LIHTCs. Most affordable housing created in the state is funded in part by federal and state 

LIHTCs, which are available for housing developments constructed for households that make 

up to 80% of the area median income. California receives an allocation of federal tax credits 

each year based on a per-resident formula. In 2020, the state awarded $1.06 billion in federal 

tax credits. In 1987, the Legislature authorized the creation of a state LIHTC program to 

augment the federal tax credit program. The state tax credit program has an ongoing statutory 

authorization of $70 million annually. Since 2019-20, the state budget has included an 

additional $500 million in state tax credits that are available each year for allocation by the 

Tax Credit Allocation committee (TCAC) within the State Treasurer’s Office.  

Generally, under federal Internal Revenue Service (IRS) rules, if a residential unit is 

provided for only a member of a social organization or provided by an employer for its 

employees, the unit is considered not for use by the general public and is not eligible for 

federal LIHTCs.  However, federal IRS law also states that a qualified LIHTC project does 

not fail to meet the general public use requirement solely because of occupancy restrictions 

or preferences that favor tenants (a) with special needs, (b) who are members of a specified 

group under a federal program or state program or policy that supports housing for such a 

specified group, or (c) who are involved in artistic or literary activities. 

SB 1413 (Leno), Chapter 732, Statutes of 2016, established the Teacher Housing Act of 

2016, to facilitate the acquisition, construction, rehabilitation and preservation of affordable 

housing for teachers and school employees. SB 1413 also established a state policy 
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supporting the use of federal and state low-income housing tax credits (LIHTCs) to fund 

housing for teachers and school district employees on land owned by school districts, and 

permitting school districts to restrict occupancy to teachers and school district employees. 

This state policy provides the necessary exemption to the “general use” requirements under 

the IRS rules pertaining to LIHTCs. 

3) Local Preferences. Cities and counties have the authority to enact their own local tenant 

preference policies for affordable housing financed with local government funds, and a 

number of cities and counties have done so. Some of these policies give a preference to 

individuals and families displaced by government-led urban renewal and redevelopment 

policies. Others define the preference based on residency in certain neighborhoods or 

employment in the city or county.  

However, a housing project targeting a specific population, if it is not a population named in 

the federal law, must have a state program or policy in place supporting housing for that 

particular group in order for local preference policies to be applied to affordable housing 

developed with LIHTCs.  

This bill creates a statewide policy to assist low-income individuals at risk of displacement in 

accessing affordable housing and in avoiding displacement. By doing so, local governments 

and developers receiving LIHTCs or an allocation of tax-exempt private activity bonds to 

finance an affordable housing project would be able to limit occupancy according to the 

terms of a local tenant preference policy. 

Analysis Prepared by: Jennifer Swenson / APPR. / (916) 319-2081


