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Date of Hearing: April 22, 2026

ASSEMBLY COMMITTEE ON HOUSING AND COMMUNITY DEVELOPMENT

Matt Haney, Chair
AB 2185 (Quirk-Silva) — As Amended March 19, 2026

SUBJECT: Housing: multifamily affordable housing programs

SUMMARY: Requires various state departments to evaluate state-funded multi-family
affordable housing programs to remove any barriers and create opportunities to fund fabricated
built housing (FBH). Specifically, this bill:

1) Includes the following definitions:

a)

2)

“Agency” includes all of the following: California Debt Limit Allocation Committee
(CDLAC), California Housing and Homelessness Agency (CHHA), California Housing
Finance Agency (CalHFA) and California Tax Credit Allocation Committee (TCAC).

“Multifamily affordable housing program” includes all of the following:

i) The Affordable Housing and Sustainable Communities Program,;

ii) The Infill Incentive Grant Program of 2007;

ii1) The Infill Infrastructure Grant Program of 2019;

iv) The Joe Serna, Jr. Farmworker Housing Grant Program;

v) The Low-Income Housing Tax Credit Program;

vi) The Multifamily Housing Program;

vii) The Multifamily Rental Housing Program;

viii))  The Transit-Oriented Development Implementation Program; and

ix) The Veterans Housing and Homeless Prevention Act of 2014

2) Provides that no later than July 1, 2027, the agency, when administering a multifamily
affordable housing program, shall do all of the following:

a)

b)

Review, analyze, and make any changes necessary to their guidelines and regulations to
facilitate the production and use of factory-built housing;

Clarify that factory-built housing projects are an allowable use of funding under these
programs; and

To the extent the agency directly funds the multifamily affordable housing program
project, whether for construction financing, permanent financing, or both, make sufficient
early deposits available for factory-built housing projects as an allowable use of funding
under each of the programs listed in b) 1) to support the upfront payments needed to
cover material costs and factory production.



3)

4)
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Requires each agency to establish market-based underwriting guidelines as to the amount and
timing of early deposits, including a requirement that any project receiving financial support
be considered to have all of its construction and permanent financing committed at the time
the deposits are funded by the agency.

Provides that each agency may require that either the factory, general contractor, or project
sponsor provide a payment and performance bond, financial guarantee, letter of credit, or
other security to protect the agency in the event that the project fails to close its financing and
begin construction.

EXISTING LAW:

1)

1)

2)

1)

Creates 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% of the area median income (AMI). (Health and Safety Code (HSC) Section 50675)

Establishes the TCAC and the California Debt Limit Allocation Committee (CDLAC) under
the State Treasurer’s Office (STO). TCAC administers the federal and state low-income
housing tax credit programs, which promote private investment in housing affordable to low-
income Californians. CDLAC sets and allocates California’s annual debt ceiling and
administers the state’s tax-exempt bond program to issue the debt. CDLAC’s programs are
used to finance affordable housing developments for low-income Californians, build solid
waste disposal and waste recycling facilities, and finance industrial development projects. .
(Government Code Section 8869.94 and (Revenue and Taxation Code Section 12206)

Establishes CalHFA, which provides first mortgage loans and down payment assistance to
first-time homebuyers, as well as financing and programs for affordable rental housing.
CalHFA is a self-supporting state agency; its bonds are repaid by revenues generated through
mortgage loans. (HSC Section 50900)

Requires the SCG to develop and administer the AHSC Program to reduce greenhouse gas
emissions through projects that implement land use, housing, transportation, and agricultural
land preservation practices to support infill and compact development, and that support
related and coordinated public policy objectives, including the following:

a) Reducing air pollution;

b) Improving conditions in disadvantaged communities;

¢) Supporting or improving public health and other co-benefits;

d) Improving connectivity and accessibility to jobs, housing, and services;

e) Increasing options for mobility, including the implementation of the Active
Transportation Program;

f) Increasing transit ridership;

g) Preserving and developing affordable rental and owner-occupied housing for lower
income households; and



h)
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Protecting agricultural lands to support infill development. (PRC 75210)

2) Continuously appropriates 20% of the Greenhouse Gas Reduction Fund (GGRF) to AHSC.
(HSC 39719)

3) Requires a project to do all of the following to be eligible for AHSC funding:

a)
b)

c)

Demonstrate that it will achieve a reduction in greenhouse gas emissions;

Support implementation of an adopted or draft sustainable communities strategy or, if a
sustainable communities strategy is not required for a region by law, a regional plan that
includes policies and programs to reduce greenhouse gas emissions; and

Demonstrate consistency with the state planning priorities established pursuant to Section
65041.1 of the Government Code. (PRC 75211)

4) Requires projects receiving AHSC to include any of the following:

a)
b)

c)

d)

g)

h)

Intermodal, affordable housing projects that support infill and compact development;

Transit capital projects and programs supporting transit ridership, including water-borne
transit;

Active transportation capital projects that qualify under the Active Transportation
Program, including pedestrian and bicycle facilities and supportive infrastructure,
including connectivity to transit stations;

Non-infrastructure-related active transportation projects that qualify under the Active
Transportation Program, including activities that encourage active transportation goals
conducted in conjunction with infrastructure improvement projects;

Transit-oriented development projects, including affordable housing and infrastructure at
or near transit stations or connecting those developments to transit stations;

Capital projects that implement local complete streets programs;

Other projects or programs designed to reduce greenhouse gas emissions and other
criteria air pollutants by reducing automobile trips and vehicle miles traveled within a
community; or

Acquisition of easements or other approaches or tools that protect agricultural lands that
are under pressure of being converted to nonagricultural uses, particularly those adjacent
to areas most at risk of urban or suburban sprawl or those of special environmental
significance. (PRC 75212)

FISCAL EFFECT: Unknown

COMMENTS:

Author’s Statement: According to the author, “California cannot solve its housing crisis with
yesterday’s tools. Factory-built housing can lower costs and deliver homes faster, but our state
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programs have not kept up. When funding structures delay projects instead of supporting them,
we lose time, we lose units, and we lose opportunities for families who need housing now.AB
2185 updates our affordable housing programs in line with how homes are actually being built
today. It removes barriers, supports innovation, and helps us build more affordable housing at the
scale California needs.”

Factory-Built Housing: FBH, often referred to as modular, manufactured, or prefabricated
housing, involves the construction or assembly of various components of a housing unit or room
in a factory and the transport of those components or structures to the construction site, where
they are installed and fixed to a building foundation. This is in contrast to traditional (‘“site-built”
or “stick-built””) homes, which are built piece by piece on top of the foundation at the actual
construction site. The mass production techniques in a factory environment can sometimes be
faster and cheaper than site-built construction methods and are not as impacted by weather
constraints that might hamper construction progress on a site, though benefits will vary widely
between projects.

HCD has maintained building code and plan approval authority over FBH since the California
Factory-Built Housing Law was first enacted in the 1960s. HCD currently contracts with various
Design Approval Agencies (DAAs) who perform third-party review and approval of FBH
designs according to regulations established by HCD and the building standards governing FBH.
Approved FBH must bear a California Insignia of Approval on each FBH system or component
in the project. There are also Quality Assurance Agencies (QAAs) approved by HCD that inspect
FBH during the production phase in the manufacturing facility or offsite. Local agencies
maintain authority over a variety of post-manufacture elements of these projects (for example,
snow load, wind pressure, building setback, and architectural requirements) and are also
responsible for inspecting and approving the installation of the FBH at the project site.'

Select Committee on Housing Construction Innovation: In late 2025, the Assembly Select
Committee on Housing Innovation (Select Committee) was established to explore how the state
can play a role in reducing housing costs by facilitating innovation in housing construction. The
Select Committee conducted two hearings in January 2026 and received testimony from industry
experts. These experts discussed all of the following: the benefits and risks of industrialized
construction methods, including potential cost savings; the ability to reduce project timelines;
and regulatory, labor, and budget considerations. The hearings also explored barriers to
opportunities for scaling construction innovation.

The Select Committee requested support from the University of California, Berkeley’s Terner
Center for Housing Innovation (Terner Center) to conduct research, including interviews with
people familiar with the industry. The Terner Center interviewed 65 people representing
different perspectives in the industry, including market-rate and affordable housing developers,
general contractors, off-site manufacturers, architects, investors, lenders, building trades unions
and carpenters union members, state and regional government staff, building code experts, and
representatives from companies using 3D printing, artificial intelligence, or other emerging
technologies.

! For more information, see HCD’s “Factory-Built Housing Handbook for Local Enforcement Agencies, Builders,
and the General Public,” https://www.hcd.ca.gov/building-standards/manufactured-modular-factory-built/factory-
built-housing/docs/hcdfbh314.pdf
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The Terner Center published a white paper, titled “Potential Pathways to Scale Innovative
Construction Methods in California.” The Terner Center’s white paper details seven categories
of approximately 40 policy proposals identified by stakeholders as potential pathways to
reducing barriers to accelerating industrialized construction, including FBH, at scale. These
categories of proposals include:

e increase certainty through building code reform;

e increase consistency and certainty through other process reforms;

e reduce financial risk and liability to encourage industry growth;

e support pipeline certainty through demand aggregation,;

increase long-term industry certainty by developing a strong workforce pipeline;
modify existing state funding stream to better align with the realities of FBH; and
address negative perceptions of industrialized construction through education and data

This bill incorporates one of the Terner Center recommendations to use state funding programs
to help create more predictable demand for newly built FBH products.

Affordable Housing Finance: The state finances affordable multifamily rental housing using a
combination of loans, tax credits, and private activity bonds. Unlike market rate housing,
affordable housing does not have the cash-flow from rents to support traditional financing.
Affordable housing is provided to tenants whose household income is below the AMI. To
qualify, very low-income tenants must make 60% or less of the AMI and lower-income tenants
must make only 80% or less of AMI. Tenants in affordable housing are only required to pay 30%
of their income toward rent, so the state provides enough long-term subsidy to reduce the overall
debt service on a development. HCD loans serve as the permanent financing that comes in once a
development is complete to take out the predevelopment and construction loans a developer took
on to construct the development. HCD loans are secured with a lien in first position on the
property. Developments are also subject to a 55-year recorded regulatory agreement that runs
with the project. If a developer pays off an HCD loan before the covenants expire, the regulatory
agreement is not extinguished, and the developer must continue to provide the units at an
affordability rent for the length of the regulatory agreement to lower-income tenants. FBH
housing is currently utilizing both the LIHTC and MHP, the state’s main housing programs. This
bill would require CCHA and TCAC to review the guidelines and regulations of the programs
they operate and make any changes to facilitate the production of FBH.

Historically, HCD has not provided construction loans to developers. In fact, AB 1053 (Gabriel),
Chapter 264, Statutes of 2025 required HCD to adopt guidelines by July 1, 2026, to allow for
construction financing for the Joe Serna Jr. Farmworker Housing Program, AHSC, and MHP.
CalHFA has the authority to provide construction loans and has provided this type of financing
in the past, but currently it does not. This bill would require CCHA and CalHFA to make “early
deposits” available to FBH to support the upfront payments needed to cover material costs and
factory production. This would be similar to a construction loan and could potentially create
more risk should the factory providing the product face economic challenges due to a lack of
consistent volume and high overhead. At the same time, encouraging, or at a minimum, reducing
barriers to using state funding for FBH will create a greater demand, and state funding from the
programs included in this bill may provide a stable source to fund the upfront costs of production
of FBH units.
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This Bill: This bill would require the state’s housing agencies, CDLAC, TCAC, CalHFA and
CHHA, by July 1, 2027, to review and analyze the guidelines and regulations for the affordable
housing programs they administer to make any changes necessary to facilitate the production and
use of FBH. These entities would be required to make changes to their programs to
accommodate FBH. Unlike traditional stick-built housing, developers work with a factory to
build FHB units that meet their site requirements, and that FBH is delivered to the site. This
means developers need funding in the construction phase of the project. The state’s funding
programs are not currently used for construction loans, they are used as permanent financing to
take out construction loans that developers secure from private banks. There has been a push by
affordable housing developers to shift state funding to the construction stage to reduce the cost of
carrying higher interest loans during construction, but the state has yet to take this step with its
existing programs. Concerns have been raised about the cost of underwriting and the risk
associated with construction loans. This bill would require state housing agencies to establish
market-based underwriting guidelines for FBH as to the amount and timing of early deposits,
including a requirement that any project receiving financial support be considered to have all of
its construction and permanent financing committed at the time the deposits are funded by the
agency. Sequencing funding so that a developer has a grant from HCD or an award of LIHTC,
has site control, and is ready to begin construction relatively quickly, will be key to reducing risk
associated with this type of financing.

Arguments in Support: According to the sponsor of this bill, the California Housing
Consortium, “The UC Berkeley Terner Center for Housing Innovation recently released a report,
which explores opportunities to adopt industrialized construction methods in California. It covers
the potential advantages of factory-built housing and highlights the barriers that prevent the
scaling of innovative construction methods in our state. To take advantage of the benefits of
factory-built housing, the report recommends modifying existing state funding programs to better
align them with the unique circumstances of factory-built housing. For example, the

state’s housing agencies typically release funds for projects as on-site work is completed.
However, this does not work for factory-built housing, since developers accrue costs earlier in
the process. As a result, developers must cover factory deposits and early production costs
through other forms of financing.”

Arguments in Opposition: None on file.

REGISTERED SUPPORT / OPPOSITION:
Support

California Housing Consortium (Sponsor)
Abundance Network

Autodesk, INC.

California Conference of Carpenters
California Council for Affordable Housing
California YIMBY

Casita Coalition

CBIA

Circulate Planning & Policy

Housing California

LeadingAge California
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Non-profit Housing Association of Northern California
Student Homes Coalition

Opposition
None on file

Analysis Prepared by: Lisa Engel / H. & C.D./(916) 319-2085



