BILL ANALYSIS

H.B. 3631

By: Hochberg

Urban Affairs

Committee Report (Amended)

BACKGROUND AND PURPOSE

Currently severd conditions exigt in the Sharpstown area that suppress property vaues and financialy
impede new development and investment. House Bill 3631will give the needed initidive to improve
economic stability and encourage revitdization and reinvestment in the Sharpstown area.

The Didtrict, once created will enabl e the supplementa services currently being provided inthe Sharpstown
area by the Sharpstown Public Improvement Didtrict (PID), to be expanded to alarger area and will serve
to replace the PID , which will be dissolved. The bill has the support of a wide crosssection of area
businesses who currently pay assessments through the PID for supplementa services.

RULEMAKING AUTHORITY

It is the committee’ s opinion that this bill does not expresdy grant any additiona rulemaking authority to
a dtate officer, department, agency, or indtitution.

SECTION BY SECTION ANALYSS

SECTION 1. CREATION OF DISTRICT. The Sharpstown Internationa Improvement Didtrict is a
gpecia digtrict created under Section 59, Article XV1, Texas Condtitution. The board by resolution may
change the name of the didtrict.

SECTION 2. DEFINITIONS. Definesthe terms"Board" and "Didtrict.”

SECTION 3. DECLARATION OF INTENT. (& Thecreation of thedigtrict isessentia to accomplish
the purposes of Sections 52 and 52-a, Article I11, and Section 59, Article XVI, Texas Congtitution, and
other public purposes stated in this Act.
(b) The creation of the digtrict is necessary to promote, develop, encourage, and maintain
employment, commerce, trangportation, housing, tourism, recreation, the arts, entertainment,
economic development, safety, and the public wefare in the area of the didtrict.
(c) Thecrestion of the district and this legidation may not be interpreted to relieve Harris County
or the City of Houstonfrom providing the level of services provided, asof the effective date of this
Act, tothe areain the digtrict. The didtrict is crested to supplement and not to supplant the county
or city services provided in the areain the didtrict.

SECTION 4. BOUNDARIES. This section sets forth the metes and bounds of the Sharpstown
Internationa Improvement Didtrict. The board will authorize a survey and exdude any sngle-family
detached residentid property from the didtrict.

SECTION 5. FINDINGS RELATING TO BOUNDARIES. The boundaries and field notes of the
digrict form a closure; if a mistake is made, the mistake does not in any way affect the didtrict's
organization, existence, or vdidity; right to issue any type of bond for a purpose for which the didtrict is
created or to pay the principa of and interest on abond; right to impose or collect an assessment or tax;
legdlity; or operation.

SECTION 6. FINDINGSOF BENEFIT AND PUBLIC PURPOSE. Thissection setsforth benefit and
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public purpose of the Sharpstown Internationa I|mprovement Didrict.

SECTION 7. APPLICATION OF OTHER LAW. Except as otherwise provided, Chapter 375, Loca
Government Code, and Chapter 311, Government Code (Code Construction Act) apply.

SECTION 8. CONSTRUCTION OF ACT. ThisAct shdl beliberdly congrued in conformity with the
findings and purposes Stated.

SECTION 9. NOTICE AND APPROVAL OF PROPERTY OWNERS. This section providesfor a
30 day written notice of the firs board meeting to affected property owners by certified mail. It dso
prohibits the board from taking any action, except to reschedule the meeting, if amgority of the owners
responding indicate disapprova of the creation of the didtrict.

SECTION 10. BOARD OF DIRECTORS IN GENERAL. This section providesthat the Sharpstown
I nternationa Improvement Didtrict isgoverned by aboard of nine directorsas provided by SECTION 12,
serving in staggered terms.

SECTION 11. QUALIFICATIONS. Toqudify to serveasadirector, aperson must beat least 18 years
old, and either an agent, employee, or tenant nominated by anowner, or the owner of a property subject
to assessment by the didtrict or of abeneficid interest in atrust that owns property subject to assessment
by the digtrict.

SECTION 12. APPOINTMENT OF DIRECTORS. This section sets forth provisons regarding the
gppointment of directors.

SECTION 13. CONFLICTS OF INTEREST; ONE-TIME AFFIDAVIT. Setsforth Chapter 171,
L oca Government Code, as governing conflicts of interest for directors. Provides that Section 171.004,
Local Government Code, does not gpply to the digtrict. A director who has a subgtantid interest in a
business or charitable entity that will receive a pecuniary benefit from a board action shdl file aone-time
afidavit declaring the interest. An additional affidavit isnot required if the director'sinterest changes. After
the afidavit is filed with the board secretary, the director may participate in a discusson or vote on that
action if amgority of the directors have asmilar interest inthe same entity; or al other smilar business or
charitable entitiesin the digtrict will receive a Smilar pecuniary benefit. A director who is aso an officer
or employee of a public entity may not participate in the discussion of or vote on a matter regarding a
contract with that same public entity.

For purposes of this section, a director has a substantia interest in a charitable entity inthe same manner
that a person would have a subgtantid interest in a business entity under Section 171.002, Local
Government Code.

SECTION 14. ELECTRONIC TRANSMISSIONS. The district may acquire, operate, or charge fees
for the use of some didtrict conduits. The district may not require a person to use adidtrict conduit.
SECTION 15. ADDITIONAL POWERS OF DISTRICT. Thedigtrict may exercise the powers given
to a Section 4B corporation and a housing finance corporation created under Chapter 394, Loca
Government Code, to provide housing or residentid development projectsin the district.

SECTION 16. AGREEMENTS; GRANTS. Provides that the district may make an agreement with or
accept agift, grant, or loan from any person. In addition, the section provides that the implementation of
aproject isagovernmental function or service for the purposes of Chapter 791, Government Code.

SECTION 17. LAW ENFORCEMENT SERVICES. To protect the public interest, the district may
contract to provide law enforcement services in the didtrict for afee.

SECTION 18. NONPROHFT CORPORATION. This section provides that the board may authorize

the creation of a nonprofit corporation, to assst and act onbehdf of the digtrict in implementing a project
or providing aservice authorized by this Act. The board shall gppoint the board of directors of a nonprofit
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corporation, who shal serve in the same manner as the board of directors of a loca government
corporation created under Chapter 431, Transportation Code.

SECTION 19. REQUIREMENTS FOR FINANCING SERVICES AND IMPROVEMENTS. This
section provides that the board may not finance a service or improvement project with assessments unless
a written petition requesting that improvement or service has been filed with the board, signed by the
owners of a mgority of the assessed value of real property in the district subject to assessment as
determined by the most recent certified tax appraisal roll for Harris County; or at least 30 persons who own
red property in the district subject to assessment, if morethan 30 persons own real property inthe didtrict
subject to assessment as determined by the most recent certified tax agppraisal roll for Harris County.

SECTION 20. ASSESSMENTS. Provides that the board, by resolution, may impose and collect an
assessment for any purpose authorized by this Act. Provides that assessments and associated costs are
afirgt and prior lien againgt the property assessed; are superior to any other lien or clam other than alien
or dam for county, school digtrict, or municipd ad vaorem taxes, and are the persond lighility of and
charge againg the owners of the property evenif the owners are not named in the assessment proceedings.

Such a lien is effective from the date of the resolution which imposed the assessment until the date the
assessment is paid; empowers the board to enforce the lien in the same manner as an ad vaoremtax lien
againg red property. The board may exempt any property from the assessment if the property will not
benefit from the proposed improvement project or services.

SECTION 21. RESIDENTIAL PROPERTY. Thedistrict may not impose an assessment on residential
property.

SECTION 22. UTILITIES. Prohibits the district from imposing an impact fee or assessment upon
property of eectric utilities, power generation companies, gas utilities, or a person that provides to the
public cable televison or advanced telecommuni cations Sservices.

SECTION 23. BONDS. This section provides for the issuance of bonds or other obligations payable
wholly or partidly from ad vaorem taxes, assessments, impact fees, revenue, grants, or other money of
the didrict, or any combination; these cantake the formof abond, note, certificate of participationor other
ingrument evidencing a proportionate interest in payments to be made by the digtrict, or any other type of
obligation. The board may not issue bonds for a service or improvement project unless a written petition
requesting that improvement or service has been filed with the board.

SECTION 24. DISBURSEMENTS OR TRANSFERS OF MONEY. The board, by resolution, shall
edtablish the number of directors signatures and the procedure required for a disbursement or transfer of
the didgrict's money.

SECTION 25. COMPETITIVE BIDDING LIMIT. Providesthat Section 375.221, Locd Government
Code, appliesto the digtrict only for a contract that has a vaue greater than $15,000.

SECTION 26. EXCEPTION FOR DISSOLUTION OF DISTRICT WITH OUTSTANDING DEBT.
Provides that the board may voteto dissolve the digtrict evenif it has outstanding debts, in which case the
didgrict shdl remain in existence s0lely for the limited purpose of discharging its debts. Once such debts
aredischarged, the dissolutionwill be effective. Providesthat Section 375.264, L ocal Government Code,
does not apply to the digtrict.

SECTION 27. INITIAL DIRECTORS. This section namesinitia directors of the digtrict, and provides
for their terms of office. This section expires on September 1, 2007.

SECTION 28. LEGISLATIVE FINDINGS. This section sets forth specific legidative findings.

SECTION 29. EFFECTIVE DATE. Effective date.
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EFFECTIVE DATE

Upon passage, or, if the Act does not receive the necessary vote, the Act takes effect September 1, 2003.

EXPLANATION OF AMENDMENTS

Committee Amendment No. 1 changed the requirements for the board to financea service or improvement
project (SECTION 19) and reduced the competitive bidding limit (Section 25).

Committee Amendment No. 2 added SECTION 9 requiring the notice and approva of property owners
before the first meeting of the board.
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