BILL ANALYSIS

C.S.H.B. 2308

By: Jones of Dallas

Urban Affairs

Committee Report (Substituted)

BACKGROUND AND PURPOSE

Government Code chapter 2306 establishes the Texas Department of Housng and Community Affairs
Subchapter DD addresses the low income housing tax credit program. Housing programs were created
to provide decent, safe and sanitary housing opportunitiesfor Texans with low and very low incomes. The
Department, under the tax credit program, aids in building affordable housing through the issuance of
federa tax credits used to fund new congtruction and rehabilitationof multifamily residentia developments.
Owners and investors in qudified affordable multifamily resdentia developments can use the tax credits
as a dollar-for-dollar reduction of federal income tax lidhility. The vaue associated with the tax credits
alows residences to be leased to qualified families at below-market rate rents.

Non-profit and for-profit developers can receive tax credits in two ways. They can apply for credits
through the competitive tax credit program or they may receive tax credits associated with multifamily
mortgage revenue bonds issued through the private activity bond program.

Over the years the Texas Depatment of Housing and Community of Affairs has granted low income tax
housing tax credits to a number of multi-family developmentsinisolated areas of some communities. This
has resulted in the clugtering of low income apartment unitsin these aress.

Committee Substitute House Bill 2308 would require TDHCA to adopt rules establishing guidelines under
the low income tax credit program where condruction will result in an over saturation of such
developments. This proposa does provide certain exceptions to those developments that were funded
byfederd HOPE IV fundsor a public improvement digtrict, or are outside of ametropolitangatistica area.

RULEMAKING AUTHORITY

It isthe committee’ s opinion that rulemaking authority is expresdy granted to the Texas Department of
Housing and Community Affairsin SECTION 1 (Section 2306.67035, Government Code) of this hill.

SECTION BY SECTION ANALYSS

SECTION 1. Amends Subchapter DD, Chapter 2306 of the Government Code by adding Section
2306.67035torequire the Texas Department of Housing and Community Affairsto adopt
rules establishing guiddines under the low income tax credit programwhenthe devel oper
proposes to construct the new development that is located one linear mile or lessfrom a
development that:

(1) servesthe same type of household asthe new development, regardless of whether the
developments serve families, dderly individuas, or another type of household;

(2) hasreceived andlocationof housing tax creditsfor new congtructionat any time during
the three-year period preceding the date the application round begins, and

(3) hasnot beenwithdrawn or terminated fromthe |ow income housing tax credit program.
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The rule mugt exempt a development that uses federd HOPE V1 funds, locally approved
funds recaived from a public improvement didrict or atax increment financing digtrict, or
that islocated outsde of a metropolitan Satistica area.

SECTION 2: Effective date

EFFECTIVE DATE: September 1, 2003

COMPARISON OF ORIGINAL TO SUBSTITUTE

C.B.H.B. 2308 grants the Texas Department of Housing and Community Affairs rulemaking authority to
develop guiddines under the low income tax credit program where the congtruction will result in an over
saturation of such developments, exempting a development that uses federal HOPE VI funds, locally
gpproved funds received from apublic improvement didtrict or atax increment financing didrict, or thet is
located outside of ametropolitangtatistica area. The origind House Bill 2308 made changesto Satutethat
would make developer gpplications for congruction that will result in over saturation indigible for
congderation under the low income tax credit program, with the same exceptions as the subgtitute.
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