	TITLE 25. DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

NOTICE OF PROPOSED RULEMAKING

	NOTICE IS HEREBY GIVEN that the Department of Housing and Community Development (Department) proposes to amend the Uniform Multifamily Regulations, which govern certain aspects of a number of programs operated by the Department, including the Affordable Housing and Sustainable Communities Program, the Veterans Housing and Homelessness Prevention Program, and the Multifamily Housing Program.   The existing Uniform Multifamily Regulations are codified in Title 25, Division 1 Chapter 7 Subchapter 19 (commencing with section 8300) of the California Code of Regulations. 

WRITTEN COMMENT PERIOD

	Any interested person, or his or her authorized representative, may submit written comments relevant to the proposed action to the Department.  The written comment period begins January 22, 2016 and closes at 5:00 p.m. on March 7, 2016. The Department will only consider comments received during this timeframe.  The preferred method for submitting comments is through the online form available at:

https://www.surveymonkey.com/r/Uniform-Multifamily-Regs


You may also e-mail comments to Russ Schmunk at Russ.Schmunk@hcd.ca.gov  (include UMR Comments in the subject line).  Written comments can also be sent via mail to Russ Schmunk, Department of Housing and Community Development, P.O. Box 952054 Sacramento, California 94252-2054, Attention: UMR Comments.  For each comment, please reference the section of the proposed guidelines on which you are commenting.

PUBLIC HEARINGS 

	Public hearings are scheduled on the proposed amendments at the following locations:

Date:		February 10, 2016
Time:		9:00 AM –12:00 PM
Location:	Ronald Reagan Building
		300 South Spring Street, Auditorium 
[bookmark: _GoBack]		Los Angeles, 90013  CA

Date:		February 24, 2016
Time:		9:00 AM – 12:00 PM
Location:	Elihu M. Harris Building
		1515 Clay Street, Room 02
		Oakland, 94612  CA
Date:		March 7, 2016	
Time:		9:00 AM – 12:00 PM	
Location:	Department of Housing and Community Development
		2020 West El Camino, Conference Room 402 
		Sacramento, CA  95833


	At the hearing, any person may present statements or arguments orally or in writing relevant to the proposed action described in the Informative Digest.  Please reference the section of the proposed guidelines on which you are commenting in your comments.  The Department requests but does not require that persons who make oral comments at the hearing also submit written copies of their testimony.

AUTHORITY AND REFERENCE

HCD is conducting this rulemaking activity pursuant to the authority provided by Health and Safety Code Sections 50406(n).  The regulations proposed for amendment implement, interpret and make specific the following statutes:  

1)  Health & Safety Code Division 31, Part 2:  Chapter 3.2 (commencing with Section 50517.5); Chapter 16 (commencing with Section 50517.11); Chapter 6.7 (commencing with Section 50675); and Chapter 3.9 (commencing with Section 50675);
2)  Health & Safety Code Division 31, Part 13, commencing with Section 53560;
3)  Public Resources Code Division 44, Part 1, commencing with Section 75200; and
4)  Military and Veteran’s Code Division 4, Chapter 6, Division 3.2, commencing with Section 987.001.

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW

	The Uniform Multifamily Regulations govern the affordable multifamily housing finance programs listed below.   They were originally adopted in 2003.  In 2010, there was a narrow amendment, limited to one section.   The proposed amendments adjust numerical limits to account for inflation, respond to changes in requirements for other funding sources, and address specific issues that have arisen since the date of initial adoption.   
 	
1) Joe Serna Junior Farmworker Housing Grant Program (JSJFWG)
2) Multifamily Housing Program (MHP), including the supportive housing  component of this program (SH-MHP) and the Governor’s Homeless Initiative (GHI) 
3) HOME Investments Partnership Program (State HOME) 
4) Loan Portfolio Restructuring (LPR) Program
5) TOD Housing Program
6) Affordable Housing and Sustainable Communities Program (AHSC)
7) Veterans Housing and Homelessness Prevention (VHHP) Program.

The proposed changes to the Uniform Multifamily Regulations are summarized below. These proposed changes are not inconsistent or incompatible with other existing regulations which govern the affected programs.

Section 8300.  Purpose and Scope – updates the list of programs to which the regulations apply, and specifies how they apply to completed projects and those in process.  

Section 8301.  Definitions – clarifies the definition of Debt Service Coverage Ratio, substantively modifies the definitions of Operating Expenses and Rental Housing Development, and adds a definition of Native American Lands.

Section 8302.  Restrictions on Demolition – allows the count of newly constructed units to be less than the count of demolished units, on an exception basis.

Section 8303.  Site Control Requirements and Scattered Site Projects – clarifies how fee title evidenced on tribal trust land, and establishes new rules for scattered site projects.

Section 8305.  Tenant Selection – explicitly allows tenants to be selected using a local coordinated entry / coordinated access system,  prohibits use of a system that requires applicants to wait in line, and specifies certain exceptions to minimum household size standards. 

Section 8308.  Operating Reserves – allows deferral to the requirements of the Native American Housing and Self Determination Act program.

Section 8309.  Replacement Reserves – makes several revisions to the formula for calculating required deposit amounts, and allows deferral to the requirements of the Native American Housing and Self Determination Act program.    
 
Section 8310.  Underwriting Standards – allows reduced discounting of commercial income, under certain conditions, exceeding the normal DSCR limit as necessary to project positive cash flow for 20 years (instead of 15), allows balloon payments on senior debt under certain conditions, limits yield maintenance and prepayment charges on senior debt, and requires certain provisions in year 15 purchase options. 

Section 8312.  Developer Fee – revises the limit on developer fee in tax credit projects.

Section 8313.  Miscellaneous – authorizes modification of normal requirements to avoid conflicts with federal funding programs, specifies a formula for development cost savings, and specifies requirements for borrowing entity organizational structures. 

Section 8314.  Use of Operating Cash Flow – revises the limits on asset management, partnership management and similar fees, allows these fees to be accrued, modifies the formula for sharing residual receipts loan payments with other public agencies, and modifies existing limitations on use of cash flow for supportive services costs.   

Section 8315.  Subordination – modifies how local public agency assistance is calculated, for purposes of determining lien priority, and establishes rules regarding senior lenders affiliated with equity investors.

Section 8316.  Leasehold Security – clarifies the conditions under which program loan documents may be recorded against a leasehold interest in the land on which a project is built, and adds a provision regarding Native American Lands.

ANTICIPATED BENEFITS

	As required by Government Code section 11346.5, subdivision (a)(3)(C), the anticipated benefits of the proposed guidelines include, but are not limited to: (1) increases resources available for  overseeing the long-term health of assisted developments and for providing needed supportive services to project tenants; (2) reducing the costs of private debt financing, while safeguarding the Department’s interest in affordability over time; and (3) reducing loan closing delays through clear statements of Department policy.

EVALUATION OF WHETHER THESE REGULATIONS ARE INCONSISTENT
OR INCOMPATABLE WITH EXISTING STATE REGULATIONS 

	Pursuant to Government Code section 11346.5 subdivision (a) (3) (D) the Department must evaluate whether the proposed regulations are inconsistent or incompatible with existing state regulations. The Department performed this evaluation, and there are no other existing State regulations which address this program. Therefore, pursuant to this evaluation, the Department has concluded that the proposed regulations are not inconsistent or incompatible with existing state regulations.

IMPACT OF THE PROPOSED AMENDMENTS

LOCAL MANDATE

	The Department has determined that these regulations do not impose a mandate on local agencies or school districts.  Eligibility for the program is limited to entities demonstrating willingness and capacity to develop and administer affordable housing.  In any case, participation in the program is voluntary.



FISCAL IMPACT

The Department has determined that no savings or increased costs to any State agency other than the Department, no reimbursable costs or savings under Part 7 (commencing with Section 17500) of Division 4 of the Government Code to local agencies or school districts, no nondiscretionary costs or savings to local agencies or school districts, and no costs or savings in Federal funding to the State will result from the proposed action.

The proposed action will require Department staff to process requests for amendments to existing Department loan documents, thereby increasing the Department’s administrative costs.  It will also potentially reduce payments on some Department loans.

RESULTS OF ECONOMIC IMPACT ASSESSMENT

Because participation in the affected programs is voluntary, the Department has determined that the proposed regulations will not have a significant impact on the creation of new businesses, the elimination of existing businesses, or the expansion of businesses currently doing business within the State of California. The proposed regulations will have no significant impact on the health and welfare of California residents, worker safety, or the state's environment.

EFFECT ON SMALL BUSINESS

The Department has determined that the proposed action has no impact on small business because participation in the affected programs is voluntary.

EFFECT ON HOUSING COSTS

The Department has determined that the proposed action has no significant overall impact on housing costs in California. 


INITIAL DETERMINATION OF STATEWIDE ADVERSE ECONOMIC IMPACT DIRECTLY AFFECTING BUSINESSES

	The Department has made an initial determination that the proposed action will not have a significant statewide adverse economic impact directly affecting businesses, including the ability of California businesses to compete with businesses in other states. The Department has determined that the regulations will not affect the creation or elimination of jobs in California; the creation of new businesses or the elimination of existing businesses within California; or the expansion of businesses currently operating in California. It will not have a significant statewide impact on the health and welfare of California residents, worker safety, or the state's environment.  In any case, participation in the program is voluntary. 

COST IMPACTS ON PRIVATE PERSONS OR BUSINESSES DIRECTLY AFFECTED

	The Department is not aware of any cost impacts that a representative private person or business would necessarily incur in reasonable compliance with the proposed action.  While private businesses (including nonprofits) and individuals are eligible to receive program funds under the program, participation is voluntary.


CONSIDERATION OF ALTERNATIVES

	In accordance with Government Code Section 11346, subdivision (a)(13), the Department of Housing and Community Development must determine that no reasonable alternative considered by the Department or that has otherwise been identified and brought to the attention of the Department would be more effective in carrying out the purpose for which the action is proposed or would be as effective and less burdensome to affected private persons than the proposed action, or would be more cost-effective to affected private persons and equally effective in implementing the statutory policy or other provision of law. 
	
	The Department has discussed alternatives it considered, and why it chose the proposed actions it selected, in its guidelines text and Initial Statement of Reasons.  The Department invites interested parties to present statements or alternatives with respect to alternatives to the proposed regulations at the scheduled hearings or during the initial comment period.

AVAILABILITY OF TEXT OF PROPOSED GUIDELINES AND INITIAL STATEMENT OF REASONS

	The text of the proposed amendments is available upon request, along with the Initial Statement of Reasons, prepared by the Department, which provides the reasons for the proposals, and is available on the Department’s web site, at http://www.hcd.ca.gov/financial-assistance/multifamilyregs.html. All information the Department is considering as a basis for this proposal is maintained in a regulations file, which is available for inspection at the address noted below.  Copies can be obtained by contacting Russ Schmunk or Ben Dudek at the address noted below.

AVAILABILITY OF CHANGED OR MODIFIED TEXT

	Following the written comment period and public hearings, the Department may adopt the proposed regulation amendments substantially as described in this notice.  If the Department makes modifications, which are sufficiently related to the originally proposed text, it will make the modified text--with changes clearly indicated--available to the public for at least 15 days before the Department adopts the guidelines as revised.  If you wish to receive copies of the modified text, please  subscribe  (at http://www.hcd.ca.gov/hcd-subscribe.html) to the email list for one of the following programs: Affordable Housing and Sustainable Communities (AHSC), HOME Program, or Multifamily Housing Program (MHP).  The Department will accept written comments on the modified guidelines for 15 days after the date on which they are made available.

AVAILABILITY OF RULEMAKING DOCUMENTS

	All of the information upon which the proposed guidelines are based is contained in the guidelines file, which is available for public review, by contacting the designated contact person at the address noted below.

AVAILABILITY OF FINAL STATEMENT OF REASONS

	At the conclusion of this rulemaking, a Final Statement of Reasons will be prepared as required by Government Code section 11346.9.  This document will be available from the contact person named below.

CONTACT PERSON

HCD:			Russ Schmunk (Russ.Schmunk@hcd.ca.gov)
				

HCD BACK-UP:	Ben Dudek (Benjamin.Dudek@had.ca.gov)

HCD Address:	State of California
			Department of Housing and Community Development 
			ATTENTION:  UMR Comments
P.O. Box 952054, Suite 600
Sacramento, California 94252-2054

HCD Website:    	Copies of the Notice of Proposed Rulemaking and the text of the proposed regulation amendments and Initial Statement of Reasons may be accessed through our website at: http://www.hcd.ca.gov/financial-assistance/multifamilyregs.html.

Inquiries concerning the substance of the proposed action should be directed to: 

Russ Schmunk, Assistant Deputy Director
Department of Housing and Community Development
P.O. Box 952054, Suite 400 
Sacramento, California 94252-2054 
E-mail:  Russ.Schmunk@hcd.ca.gov
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