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By: Blanco H.B. No. 390

A BILL TO BE ENTITLED
AN ACT
relating to defense economic readjustment zones.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 2310.001, Government Code, is amended by
amending Subdivision (7) and adding Subdivision (8) to read as
follows:

(7) "Readjustment zone" means a municipality or county

[an—a¥rea] designated as a defense economic readjustment zone under
this chapter.

(8) "Veteran" has the meaning assigned by Section

2308.251.

SECTION 2. Section 2310.002, Government Code, is amended to
read as follows:

Sec. 2310.002. JURISDICTION OF MUNICIPALITY. (a) For the
purposes of this chapter, territory in the -extraterritorial
jurisdiction of a municipality 1is <considered to be in the
jurisdiction of the municipality.

(b) Notwithstanding Subsection (a), the governing body of a

county may apply to the bank for designation as a defense

readjustment project a project or activity of a qualified business

that is located within the jurisdiction of a municipality located

in the county.

(c) Before a county makes an application as provided by

Subsection (b), the applying county must enter into an interlocal

86R2557 GRM-D 1
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H.B. No. 390

agreement with the municipality that has Jjurisdiction of the

territory in which the project or activity described by Subsection

(b) will be located. The interlocal agreement must specify that

either the applying county or the municipality that has

jurisdiction of the territory in which the project or activity

described by Subsection (b) will be located is the governmental

body having administration authority under Section 2310.201 and

that both the applying county and municipality approve the

application. For purposes of this subsection, a county during any

biennium may use the maximum number of designations the county is

permitted under Section 2310.306(e) within the territory described

by this subsection.

SECTION 3. Section 2310.051(b), Government Code, is amended
to read as follows:

(b) The bank shall establish criteria and procedures [fo¥
designating o guatlified area as o readjustment zone and]| for
designating a defense readjustment project.

SECTION 4. Section 2310.052(b), Government Code, is amended
to read as follows:

(b) The bank must include the following information

regarding the defense readjustment zone program in the report

required by Section 489.107 [onexrbefore December 1 of each year

+tha AFfFfF1n~n oh
cTT = =F

(1) an evaluation of [ewvalwates] the effectiveness of

the readjustment zone program;

(2) a description of [desexibes] the use of state and
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local incentives under this chapter and their effect on revenue;
and

(3) suggestions for [svggests] legislation for the

program, as appropriate.
SECTION 5. Section 2310.101, Government Code, is amended to

read as follows:

Sec. 2310.101. [EREIFERIA FOR] READJUSTMENT ZONE

DESIGNATION. (a) A municipality or county automatically qualifies

for designation [Teo—be—designated] as a readjustment zone if the

municipality or county 1is a defense-dependent community as

described by Section 2310.102 [apn—a¥reamuaSts

(9}
o}

D
qar

(b) A municipality or county designated as [Ap—area—3

prohibited frombeingincltuded—in]| a readjustment zone under this

section is not prohibited from having an area of the municipality or
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SECTION 7. Section 2310.109, Government Code, is amended to
read as follows:

Sec. 2310.109. PERIOD OF DESIGNATION. A [An—a¥rea—may—be
designated—as—a] readjustment zone [for—a—maximum—of-seven—years—

A] designation remains in effect indefinitely so long as the

municipality or county, as applicable, continues to qualify for

designation as a readjustment =zone under this chapter [until

| - b £inal c 4 eod on] .
SECTION 8. Section 2310.111(a), Government Code, is amended

to read as follows:
(a) The bank may remove the designation of an area

designated as a readjustment zone before September 1, 2019, if:

(1) the area no longer meets the criteria for

designation under this chapter, as this chapter existed on January

1, 2019, or by rule of the office adopted under this chapter before

September 1, 2019; or
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(2) the bank determines that the governing body of the
readjustment zone has not complied with commitments made in the
ordinance or order nominating the area as a readjustment zone

before September 1, 2019.

SECTION 9. Section 2310.201, Government Code, is amended to
read as follows:
Sec. 2310.201. ADMINISTRATION BY GOVERNING BODY. (a) The

governing body of a readjustment zone is the governing body of the

municipality or county[+—e¥r—the governing bodiesof the combination

of miinioanalada Ao ox colrntEl1ac +h o+ arnnlaiad + o hasxza +ho nvgn]
of municipalits s—o¥r—counties—that apptied—to—hav the area
designated as a readjustment zone.

(b) The governing body with administration authority over a

defense readjustment project for which a designation is sought

under Section 2310.002(c) 1is determined under the terms of an

interlocal agreement required by that subsection.

SECTION 10. Section 2310.204(c), Government Code, is
amended to read as follows:
(c) The report must include for the year preceding the date
of the report:
(1) a 1list of local incentives for community

development available in the zone;

(2) the wuse of local incentives [foxr—which +he

readjustment—zone] and the effect of those incentives on revenue;

(3) the number of businesses assisted, located, and
retained in the zone since its designation due to the existence of

the readjustment zone;
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(4) a summary of all industrial revenue bonds issued
to finance projects located in the zone; and
(5) a description of all efforts made to attain
revitalization goals for the zone.
SECTION 11. Section 2310.301, Government Code, is amended
to read as follows:

Sec. 2310.301. DEFINITIONS [DEEINITION] . In this

subchapter:

(1) "New [+—"new] permanent job" means a new
employment position created by a qualified business as described by
Section 2310.302 that:

(A) [+3] has provided at least 1,820 hours of
employment a year to a qualified employee; and

(B) [429] 1is intended to exist during the period
that the qualified business is designated as a defense readjustment
project under Section 2310.306.

(2) "Retained job" means a job that:

(A) existed with a qualified business on the 91st

day before the date the business's project or activity is

designated as a defense readjustment project;

(B) has provided and will continue to provide

employment to a qualified employee of at 1least 1,820 hours

annually; and

(C) will be or has been an employment position

for the longer of:

(i) the duration of the project's

designation period; or
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(ii) three years after the expiration date

of the claim period for receipt of a state benefit authorized by

this chapter.

SECTION 12. Section 2310.302(a), Government Code, is
amended to read as follows:

(a) A person is a qualified business if the bank, for the
purpose of state benefits under this chapter, or the governing body
of a readjustment zone, for the purpose of 1local benefits,
certifies that:

(1) the person 1is engaged 1in or has provided
substantial commitment to initiate the active conduct of a trade or
business in the readjustment zone; and

(2) at least 25 percent of the person's new employees
in the readjustment zone are:

(A) residents of the governing jurisdiction;

(B) economically disadvantaged individuals, as
defined by Section 2303.402(c); [e¥]

(C) dislocated defense workers; or

(D) veterans.

SECTION 13. Section 2310.303, Government Code, is amended
to read as follows:

Sec. 2310.303. PROHIBITION ON QUALIFIED BUSINESS
CERTIFICATION. If the bank determines that the governing body of a
readjustment zone 1is not complying with this chapter, the bank
shall prohibit the certification of a qualified business in the

zone until the bank determines that the governing body is complying

with this chapter. [Fhebankmayrnot—designatemore—thantwodefense
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reaciustment proiectes in a single readjustment Zone |
SECTION 14. Section 2310.305(b), Government Code, is
amended to read as follows:
(b) An application must:

(1) describe the procedures and efforts of the

governmental entity or entities [thet—applied—to—have—the—area
designated—as—a—readiustment—zone] to facilitate and encourage

participation by and negotiation among affected entities in the
zone in which the qualified business is located;

(2) contain an economic analysis of the plans of the
qualified business for -expansion, revitalization, or other
activity in the readjustment zone, including:

(A) the number of anticipated new permanent jobs

the business will create during the designation period presented in

the form of a tabular listing of:

(1) the classification titles of those

jobs; and

(ii) the number of jobs and salary range for

each classification title;

(B) the anticipated number of permanent jobs the

business will retain during the designation period presented in the

form of a tabular listing of:

(i) the classification titles of those

jobs; and

(ii) the number of jobs and salary range for

each classification title;

(C) the amount of investment to be made in the
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zone; [and]
(D) other information the bank requires;

(E) the number of employment positions in

existence at the qualified business site on the 91st day before the

application deadline; and

(F) if the application is for a double or triple

jumbo defense adjustment project, as defined by Section 2310.307,

an indication of which level of designation is being sought; and

(3) describe the local effort made by the governmental

entity or entities [fhat—appltied—to—have—the areadesignatedas—a
¥readjustment—zone], the administrative authority, if one exists,

the qualified business, and other affected entities to develop and
revitalize the zone.

SECTION 15. Section 2310.306, Government Code, is amended
by adding Subsection (e) to read as follows:

(e) The maximum number of defense readjustment projects

that the bank may designate for each readjustment zone during any

biennium is:

(1) six, if the readjustment zone is a municipality or

county with a population of less than 250,000; or

(2) nine, if the readjustment zone is a municipality

or county with a population of 250,000 or more.

SECTION l6. Section 2310.307, Government Code, is amended
to read as follows:

Sec. 2310.307. ALLOCATION OF JOBS ELIGIBLE FOR TAX REFUND.
(a) The [When—the—baoank designates—a—business—as—a—defense
¥readjustment—projeect,—+the] bank shall allocate to a defense

10
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readjustment [+he] project the maximum number of new permanent jobs

or retained jobs eligible based on the amount of capital investment

made 1in the project, the project's designation level, and the

refund per job with a maximum refund to be included in a computation

of a tax refund for the project.

(b) A capital investment in a project of:

(1) $40,000 to $399,999 will result in a refund of up

to $2,500 per job with a maximum refund of $25,000 for the creation

or retention of 10 jobs;

(2) $400,000 to $999,999 will result in a refund of up

to $2,500 per job with a maximum refund of $62,500 for the creation

or retention of 25 jobs;

(3) $1,000,000 to $4,999,999 will result in a refund

of up to $2,500 per job with a maximum refund of $312,500 for the

creation or retention of 125 jobs;

(4) $5,000,000 or more will result in a refund of up to

$2,500 per job with a maximum refund of $1,250,000 for the creation

or retention of 500 jobs, except as provided by Subdivision (5) or

(6);

(5) $150,000,000 to $249,999,999 will result in a

refund of up to $5,000 per new permanent job with a maximum refund

of $2,500,000 for the creation of 500 new permanent jobs if the bank

designates the project as a double jumbo defense readjustment

project; or

(6) $250,000,000 or more will result in a refund of up

to $7,500 per new permanent job with a maximum refund of $3,750,000

for the creation of at least 500 new permanent Jjobs if the bank

11
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designates the project as a triple jumbo defense readjustment

project.

(c) A defense readjustment project for which a commitment

for a capital investment in the range amount and the creation of the

number of new permanent jobs specified by Subsection (b) (5) is made

is considered a "double jumbo defense readjustment project" if the

project is so designated by the bank.

(d) A defense readjustment project for which a commitment

for a capital investment in the range amount and the creation of the

number of new permanent jobs specified by Subsection (b)(6) is made

is considered a "triple jumbo defense readjustment project" if the

project is so designated by the bank. [The number may not exceed

mndar Saoct 1
(=T EaS oy S c—

on 22270 2NE whichaoszay 1o loacoo :|
H— o007 Wittt Vef——=655=

SECTION 17. Subchapter E, Chapter 2310, Government Code, is
amended by adding Section 2310.3071 to read as follows:

Sec. 2310.3071. MAXIMUM TAX REFUND. (a) In this section,

"double Jjumbo defense readjustment project" and "triple Jjumbo

defense readjustment project" have the meanings assigned by Section

2310.307.

(b) A defense readjustment project is eligible for a maximum

refund of $250,000 in each state fiscal year.

(c) A double jumbo defense readjustment project is eligible

for a maximum refund of $500,000 in each state fiscal year.

(d) A triple jumbo defense readjustment project is eligible

12
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for a maximum refund of $750,000 in each state fiscal year.

SECTION 18. Section 2310.405(a), Government Code, is
amended to read as follows:
(a) To encourage economic [+he] development in the

municipality [ef—areas—designatedas readiustment zones], the

governing body of a municipality designated as a readjustment zone

under this chapter, through a program, may refund its local sales

and use taxes paid by a qualified business on all taxable items

purchased for use at the gualified business site related to the

project or activityl[+

[L3FH—=*he

SECTION 19. Section 2310.409, Government Code, is amended
to read as follows:
Sec. 2310.409. OTHER LOCAL INCENTIVES. (a) The governing
body of a municipality or county that is the governing body of a
readjustment zone may:
(1) defer compliance in the zone with the subdivision
and development ordinances or rules, other than those relating to

streets and roads or sewer or water services, of the municipality or

13
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county, as appropriate;

[/f‘\ Foarnde vyoarrnt1xzad £y o .
Ay 7 oo oo+ ofF—TFo00—Ftctra =+ S

(430 : 1 e 1 5 15 .
in+the zones

[+49-] amend the zoning ordinances of the municipality
or county, as appropriate, to promote economic development in the
zone;

(3) [45>+] establish permitting preferences for
businesses in the zone;

(4) [4e>+] establish simplified, accelerated, or other
special permit procedures for businesses in the zone;

(5) [44] waive development fees for projects in the
zone;

(6) [48)+] create a local readjustment zone fund for
funding bonds or other programs or activities to develop or
revitalize the zone;

(7) [485*+] for qualified businesses in the zone, reduce
rates charged by:

(A) a wutility owned by the municipality or
county, as appropriate; or

(B) a cooperative corporation or utility owned by
private investors, subject to the requirements of Subsection (b);

(8) [£365] 1in issuing housing finance bonds, give

priority to persons or projects in the zone;

14
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(9) [43++>] 1in providing services, give priority to
local economic development, educational, Jjob training, or
transportation programs that benefit the zone; or
(10) [F=2>] sell real property owned by the
municipality or county, as appropriate, and located in the
readjustment zone in accordance with Section 2310.410.

(b) A reduction in utility rates under Subsection (a) (7) (B)
[a43){B)] is subject to the agreement of the affected utility and
the approval of the appropriate regulatory authority under Title 2,
Utilities Code. The rates may be reduced up to but not more than
five percent below the lowest rate allowable for that customer
class. In making its determination under this section, the
regulatory authority shall consider revitalization goals for the
readjustment zone. In setting the rates of the utility the
appropriate regulatory authority shall allow the utility to recover
the amount of the reduction.

SECTION 20. Section 151.4291, Tax Code, 1is amended by
amending Subsections (a), (b), (c), and (e) and adding Subsection
(i) to read as follows:

(a) A defense readjustment project is eligible for a refund

in the amount provided by this section of the taxes imposed by this

chapter on purchases of all taxable items purchased for use at the

qualified business site related to the project or activityl[+

15
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(b) Subject to the limitations provided by Subsection (c)
[ef—this—seection], a defense readjustment project qualifies for a

refund of taxes under this section based on the amount of capital

investment made at the qualified business site, the project's

designation level, and the refund per job with a maximum refund to

be included in a computation of a tax refund for the project. A

capital investment at the qualified business site of:

(1) $40,000 to $399,999 will result in a refund of up

to $2,500 per job with a maximum refund of $25,000 for the creation

or retention of 10 jobs;

(2) $400,000 to $999,999 will result in a refund of up

to $2,500 per job with a maximum refund of $62,500 for the creation

or retention of 25 jobs;

(3) $1,000,000 to $4,999,999 will result in a refund

of up to $2,500 per job with a maximum refund of $312,500 for the

creation or retention of 125 jobs;

(4) $5,000,000 or more will result in a refund of up to

$2,500 per job with a maximum refund of $1,250,000 for the creation

or retention of 500 jobs, except as provided by Subdivision (5) or

(6);
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(5) $150,000,000 to $249,999,999 will result in a

refund of up to $5,000 per new permanent job with a maximum refund

of $2,500,000 for the creation of 500 new permanent jobs if the

Texas Economic Development Bank designates the project as a double

jumbo defense readjustment project; or

(6) $250,000,000 or more will result in a refund of up

to $7,500 per new permanent job with a maximum refund of $3,750,000

for the creation of at least 500 new permanent jobs if the Texas

Economic Development Bank designates the project as a triple jumbo

defense readjustment project [ef$2,500foreach new pexrmanent—Job

(c) The total amount of tax refund that a defense

readjustment project may apply for in a state fiscal year may not

exceed $250,000, at not more than $2,500 per job. The total amount

of tax refund that a double jumbo defense readjustment project may

apply for in a state fiscal year may not exceed $500,000, at not

more than $5,000 per new permanent job. The total amount of tax

refund that a triple jumbo defense readjustment project may apply

for in a state fiscal year may not exceed $750,000, at not more than

$7,500 per new permanent job. If a defense readjustment project,

double jumbo defense readjustment project, or triple jumbo defense

readjustment project qualifies in a state fiscal year for a refund

of taxes 1in an amount 1in excess of the applicable limitation

provided by this subsection, it may apply for a refund of those

taxes in a subsequent year, subject to the applicable limitation

for each year. The total amount that may be refunded to:
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(1) a defense readjustment project under this section

may not exceed the amount determined by multiplying $250,000 by the

number of state fiscal years during which the defense readjustment

project created or retained one or more Jjobs for qualified

employees;

(2) a double jumbo defense readjustment project under

this section may not exceed the amount determined by multiplying

$500,000 by the number of state fiscal years during which the double

jumbo defense readjustment project created one o0r more new

permanent jobs for qualified employees; or

(3) a triple jumbo defense readjustment project under

this section may not exceed the amount determined by multiplying

$750,000 by the number of state fiscal years during which the triple

jumbo defense readjustment project created one o0r more new

permanent jobs for qualified employees. [Ffa-defensereadjustment

ot
=a—

+ao f
= +

a3
1= 3
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rore Jonsfor guatified emplovess |
(e) 1In this section:
(1) "Defense readjustment project" means a person
designated by the Texas Economic Development Bank as a defense
readjustment project under Chapter 2310, Government Code.

(2) "Readjustment zone" and "qualified employee" have
the meanings assigned to those terms by Section 2310.001,
Government Code.

(3) "New permanent Jjob" means a new employment
position created by a qualified business as described by Section
2310.302, Government Code, that:

(A) has provided at least 1,820 hours of
employment a year to a qualified employee; and

(B) 1is intended to exist during the period that
the qualified business 1is designated as a defense readjustment

project under Chapter 2310, Government Code.

(4) "Retained job" has the meaning assigned by Section

2310.301, Government Code.

(5) "Double jumbo defense readjustment project" and

"triple Jjumbo defense readjustment project" have the meanings

assigned by Section 2310.307, Government Code.

(i) As provided by Subsection (c), a double jumbo defense

readjustment project is eligible for a maximum refund of $500,000

and a triple jumbo defense readjustment project is eligible for a

maximum refund of $750,000 in each state fiscal year.

SECTION 21. Sections 2310.001(4), 2310.053(d), 2310.103,

2310.104, 2310.105, 2310.106, 2310.107, 2310.108, 2310.110, and
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2310.407, Government Code, are repealed.

SECTION 22. The changes in law made by this Act to Chapter
2310, Government Code, apply only to an application for a
designation of a project or activity under the defense economic
readjustment zone program under Chapter 2310, Government Code, as
amended by this Act, that is filed on or after the effective date of
this Act. An application for designation of a project or activity
under the defense economic readjustment zone program that is filed
before the effective date of this Act is governed by the law in
effect on the date the application was filed, and the former law is
continued in effect for that purpose.

SECTION 23. The changes in law made by this Act to Section
151.4291, Tax Code, apply only to an application for a tax refund
made on or after the effective date of this Act. An application for
a tax refund made before the effective date of this Act is governed
by the law in effect on the date the application was made, and the
former law is continued in effect for that purpose.

SECTION 24. This Act takes effect September 1, 2019.
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