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THIRD READING

Bill No: AB 750

Author: Quirk-Silva (D)
Amended: 8/19/26 in Senate
Vote: 21

SENATE HOUSING COMMITTEE: 9-1, 6/24/25

AYES: Wahab, Arreguin, Caballero, Cortese, Durazo, Gonzalez, Grayson, Ochoa
Bogh, Padilla

NOES: Seyarto

NO VOTE RECORDED: Cabaldon

SENATE HOUSING COMMITTEE: 9-0, 6/24/26

AYES: Arreguin, Cabaldon, Caballero, Cortese, Durazo, Gonzalez, Grayson,
Ochoa Bogh, Padilla

NO VOTE RECORDED: Seyarto

SENATE APPROPRIATIONS COMMITTEE: 5-0, 8/13/26
AYES: Cervantes, Cabaldon, Grayson, Richardson, Wahab
NO VOTE RECORDED: Seyarto, Dahle

ASSEMBLY FLOOR: 67-1, 5/19/25 - See last page for vote

SUBJECT: Department of Housing and Community Development

SOURCE: California Housing Consortium
California Housing Partnership

DIGEST: This bill expands eligibility for the Portfolio Reinvestment Program
(PRP) under the state Department of Housing and Community Development
(HCD).

Senate Floor Amendments of 8/19/26 clarify the definition of “challenged
development,” add a definition of “at risk of conversion,” and specify that at least
10% of the PRP funds shall be allocated to challenged projects, as specified.
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ANALYSIS:

Existing law:

1) Establishes the PRP to provide loans or grants to rehabilitate, capitalize
operating subsidy or replacement reserves for, and extend the long-term
affordability of, HCD-funded housing projects that:

a) Have an affordability restriction that has expired;

b) Have an affordability restriction with a remaining term of less than 10 years;
or,

c) Are otherwise at-risk for conversion to market-rate housing.

2) Authorizes HCD, if it makes a loan or grant under PRP to a multifamily
housing project that already has an existing HCD loan, to approve an extension
of the existing loan, the reinstatement of a qualifying unpaid mature loan, the
subordination of a loan made by HCD to new indebtedness, or an investment of
tax credit equity for purposes of funding necessary rehabilitation and extending
the affordability of the project.

3) Authorizes HCD to forgive some or all of the accrued interest on the existing
HCD loan if necessary to facilitate the new PRP loan.

4) Authorizes HCD to establish loan processing or transaction fees for loans or
grants under PRP in an amount, not to exceed the amount necessary to generate
sufficient revenue to cover the cost of processing loan transactions. However,
HCD may waive fees to the extent necessary for project feasibility.

5) Authorizes HCD to charge a monitoring fee in lieu of the 0.42% annual loan
payments required under existing law.

6) Authorizes HCD to capitalize fees at its discretion as necessary to ensure the
financial feasibility and long-term affordability of the project.

This bill:

1) Defines “challenged development,” as a housing development project that all
of the following:

a) Atleast 15 years old;
b) Either serves low-, very low-income or extremely low-income households
pursuant to an existing regulatory agreement with a governmental agency; or
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financed under the federal U.S. Department of Agriculture (USDA) Rural
Rental Assistance Program;

c) Has insufficient access to private or other public resources to complete
substantial rehabilitation, as determined by HCD; and,

d) The development has an affordability restriction that has expired, has a
remaining term of less than 10 years, or otherwise at risk of conversion to
unrestricted use.

2) Defines “at risk of conversion” as including, but not limited to, all of the
following:

a) Risk of default, foreclosure, sale, receivership, or other circumstances that
could result in the loss of affordability;

b) Physical obsolescence or significant physical or life-safety deficiencies;

c) Significant vacancy resulting in sustained negative cash flow for three or
more consecutive years; and,

d) A demonstrated need for financial support to maintain the physical and
financial integrity of the property and prevent the loss of affordability.

3) Provides that the following housing development projects are eligible for PRP
funding:

a) An HCD-funded project that has an affordability restriction that has expired
or has a remaining term of less than 10 years, or is otherwise at-risk of
conversion to market rate.

4) Requires HCD, prior to allocating program funds, to evaluate and analyze the
preservation and rehabilitation needs of HCD-funded developments with
expiring affordability restrictions to inform program allocation decisions.

5) Requires HCD to allocate at least 10% of funds every round to challenged
developments that are not HCD-funded. HCD may allocate a higher percentage
to challenged developments that are not HCD-funded depending on overall
demand and availability of PRP resources, as specified.

6) Authorizes HCD to establish separate selection and underwriting standards for
developments for projects eligible for PRP funding.

7) Requires HCD to allow PRP-financed developments to layer program funds
with other federal, state, and local resources.
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Comments

Author’s statement. “The source of California’s housing crisis lies in the scarcity
of affordable housing, disproportionately affecting low-income families and
households. To address this issue, California has developed 500,000 rental homes
affordable to low-income families. However, after 15 years or more of occupancy,
a considerable number of these developments are in need of significant
rehabilitation. Developments with the lowest rents, designed to provide affordable
units, are not in a position to leverage debt or tax credits and therefore lack
financing options. Without rehabilitation, such challenged developments fall into
disrepair, creating health and safety concerns for residents and, ultimately,
jeopardizing the loss of precious affordable homes.”

Preservation of housing affordability. Since the 1960s, developers have
constructed at least 425,000 units of affordable rental housing in California with
the assistance of federal, state, and local subsidies that require owners to maintain
rents at affordable levels for specified periods of time. Examples of such subsidy
programs include project-based Section 8, Federal Housing (FHA) mortgages, low-
income housing tax credits, state housing programs under HCD, and city and
county redevelopment funds. The affordability restrictions on assisted units
typically last 30 to 55 years, depending on the program. Once affordability
obligations expire, owners may preserve the affordability of the units by renewing
assistance or by refinancing them with new public subsidies, or they may convert
the development to market rate. Under some federal programs, owners can also
terminate affordability restrictions early by prepaying the underlying mortgage
early or opting out of the rental assistance contract.

The California Housing Partnership (CHP) annually assesses the loss, and the risk
of loss, of affordable rental properties that receive public financing. As of April
2024, between 1997 and 2023, California lost 19,249 affordable homes with
project-based rental assistance contracts and/or loans from HUD, CalHFA, and
HCD, or LIHTC, due to owner decisions to opt out, sell, or allow their
developments to convert to market rate. Another 33,910 affordable rental homes —
or 6% of the total current supply — are at risk of conversion in the next 10 years,
and 7,350 homes may no longer be affordable as soon as next year. Nearly 60% of
these at-risk homes serve seniors and people with disabilities, and Los Angeles,
San Francisco, San Diego, and Orange Counties account for more than half of all
at-risk units (20,351 units).
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Preserving affordable housing is a key strategy for protecting the state’s limited
affordable housing stock and preventing displacement of lower income tenants.
Such preservation typically occurs when these units are purchased by a
government entity or nonprofit that then extends the affordability covenants. CHP
estimates the average cost to purchase an affordable housing unit and maintain the
affordability is $270,000, about half of the cost to build a new affordable housing
unit.

Portfolio Reinvestment Program (PRP). The PRP was established in the 2021-22
budget to provide loans and grants to HCD-funded developments that have expired
affordability covenants or have a remaining term of 10 years. The program has
received a total of $150 million in one-time funding, including $50 million in FY
2022-23 and $100 million in FY 2023-24; no funds currently remain and the
Governor’s 2024-25 budget does not propose additional funds.

Expanding a non-funded program. This bill would expand PRP eligibility to
include certain “challenged” developments that are at least 15 years old, serve
either low-, extremely low-income, or very low-income residents or have a USDA
loan, and for which HCD determines that the development is unable to access
private funds. As noted above, the PRP is currently unfunded and it is unclear
when future funds will be allocated to the program. In addition, this bill requires
HCD to prioritize non-challenged projects (e.g., the programs eligible under
existing law), meaning that if only limited funding becomes available, challenged
projects made eligible under this bill would likely not make the cut. CHP and the
California Housing Consortium, co-sponsors of this bill, state that thousands of
units of affordable housing without old HCD loans that also need rehabilitation
remain unassisted; although the PRP is not currently funded, this bill would ensure
that all challenged projects would be eligible whenever funding becomes available.

New funding. SB 417 (Limon/Rivas, Chapter 16, Statutes of 2026) enacts the
Veterans and Affordable Housing Bond Act of 2026, which, if adopted by the
voters in the statewide election November 2, 2026, would authorize $11.25 billion
in general obligation bonds to fund specified housing programs, including $750
million for PRP.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No

According to the Senate Appropriations Committee:

e HCD indicates that expanding the PRP to allow funding for challenged
developments would increase the scope of application processing and the
overall complexity of the program, requiring the addition of 5.0 PY of new staff
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at a cost of approximately $1.2 million annually. Staff notes that these costs
would only be incurred to the extent additional funding is appropriated for the
PRP in the future. (General Fund, potentially bond funds)

e Unknown future cost pressures, likely in the millions to tens of millions
annually, to provide additional program funding to accommodate the demand
for challenged developments that would be eligible for funding under the
program. Staff notes that the bill requires HCD to allocate an unspecified
“certain percentage of funds” for challenged developments based on the relative
need and availability of resources. (General Fund, potentially bond funds)

SUPPORT: (Verified 8/19/26)

California Housing Consortium (Co-source)
California Housing Partnership (Co-source)
California State Association of Counties

Eden Housing

Housing California

Housing Trust Silicon Valley

Resources for Community Development

Southern California Association of Nonprofit Housing
Supportive Housing Alliance

OPPOSITION: (Verified 8/19/26)

None received

ASSEMBLY FLOOR: 67-1, 5/19/25

AYES: Addis, Aguiar-Curry, Ahrens, Alanis, Alvarez, Arambula, Avila Farias,
Bains, Bauer-Kahan, Bennett, Berman, Boerner, Bonta, Bryan, Calderon,
Caloza, Carrillo, Chen, Connolly, Davies, Elhawary, Fong, Gabriel, Gallagher,
Garcia, Gipson, Mark Gonzalez, Haney, Harabedian, Hart, Irwin, Jackson,
Kalra, Krell, Lackey, Lee, Lowenthal, McKinnor, Muratsuchi, Nguyen, Ortega,
Pacheco, Patel, Patterson, Pellerin, Petrie-Norris, Quirk-Silva, Ramos, Ransom,
Celeste Rodriguez, Michelle Rodriguez, Rogers, Blanca Rubio, Schiavo,
Schultz, Sharp-Collins, Solache, Soria, Stefani, Ta, Valencia, Wallis, Ward,
Wicks, Wilson, Zbur, Rivas
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NOES: DeMaio

NO VOTE RECORDED: Castillo, Dixon, Ellis, Flora, Jeff Gonzalez, Hadwick,
Hoover, Macedo, Papan, Sanchez, Tangipa

Prepared by: Alison Hughes / HOUSING / (916) 651-4124
8/24/26 13:33:48
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