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General Assembly File No. 720
January Session, 2007 Substitute Senate Bill No. 1057
Senate, May 3, 2007

The Committee on Finance, Revenue and Bonding reported
through SEN. DAILY of the 33rd Dist.,, Chairperson of the
Committee on the part of the Senate, that the substitute bill
ought to pass.

AN ACT ESTABLISHING A PROGRAM OF HOUSING FOR
ECONOMIC GROWTH.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. (NEW) (Effective July 1, 2007) As used in sections 1 to 19,

inclusive, and sections 23 and 24 of this act:

(1) "Approved incentive housing zone" means an overlay zone that
has been adopted by a zoning commission and for which a letter of
final eligibility has been issued by the secretary under section 5 of this
act.

(2) "Authority" means the Connecticut Health and Educational
Facilities Authority.

(3) "Building permit payment'" means the one-time payment, made
pursuant to subsection (b) of section 7 of this act, for each qualified
housing unit located within an incentive housing development for
which a building permit has been issued by the municipality.
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(4) "Capital appreciation bonds" means bonds for which interest is
compounded at a stated rate and that are payable only at the maturity

or prior redemption thereof.

(5) "Construction" means the creation of housing units by new
construction, substantial rehabilitation of an existing residential
building, or conversion of an existing nonresidential building to
residential use.

(6) "Developable land" means the area within the boundaries of an
approved incentive housing zone, excluding: (A) Land already
committed to a public use or purpose, whether publicly or privately
owned; (B) existing parks, recreation areas and open space that is
dedicated to the public or subject to a recorded conservation easement;
(C) land otherwise subject to an enforceable restriction on or
prohibition of development; and (D) wetlands or watercourses as

defined in chapter 440 of the general statutes.
(7) "Duplex" means a residential building containing two units.

(8) "Eligible location" means: (A) An area near a transit station,
including rapid transit, commuter rail, bus terminal, or ferry terminal;
(B) an area of concentrated development such as a commercial center,
existing residential or commercial district, or village district
established pursuant to section 8-2j of the general statutes; or (C) an
area that, because of existing, planned or proposed infrastructure,
transportation access or underutilized facilities or location, is suitable

for development as an incentive housing zone.

(9) "Fund" means the Housing for Economic Growth Fund

established in accordance with section 14 of this act.

(10) "Historic district" means an historic district established

pursuant to chapter 97a of the general statutes.

(11) "Incentive housing development" means a residential or mixed
use development (A) that is proposed or located within an approved

incentive housing zone; (B) that is eligible for financial incentive
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payments set forth in section 7 of this act and incentive housing
education cost reimbursement set forth in section 8 of this act; and (C)
in which not less than twenty per cent of the dwelling units will be
conveyed subject to an incentive housing restriction requiring that, for
at least thirty years after the initial occupancy of the development,
such dwelling units shall be sold or rented at, or below, prices which
will preserve the units as housing for which persons pay thirty per
cent or less of their annual income, where such income is less than or

equal to eighty per cent or less of the median income.

(12) "Incentive housing education cost reimbursement' means an
annual financial payment to a municipality that is payable for fifteen
years, by the state, acting through the secretary, pursuant to section 8
of this act.

(13) "Incentive housing sponsor" or "sponsor" means (A) the owner
or developer responsible for the acquisition, construction or operation
of an incentive housing development, any other appropriate entity
with respect to such housing, or the owner or occupant of a unit in
such housing; or (B) the municipality in which such housing is located,
acting as trustee, agent or representative for such owner, developer,

entity or occupant.

(14) '"Incentive housing restriction" means a deed restriction,
covenant, zoning regulation, site plan approval condition, subdivision
approval condition, or affordability plan constituting an obligation
with respect to the restrictions on household income, sale or resale
price, rent and housing costs required by subsection (g) of section 2 of
this act, enforceable for thirty years as required by said subsection (g),
and recorded on the land records of the municipality where the

housing is located.

(15) "Incentive housing zone'" means a zone adopted by a zoning
commission pursuant to sections 1 to 19, inclusive, and sections 23 and
24 of this act, as an overlay to one or more existing zones, in an eligible
location.
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(16) "Incentive housing zone certificate of compliance" means a
written certificate issued by the secretary in accordance with section 6
of this act.

(17) "Letter of eligibility" means a preliminary or final letter issued

to a municipality by the secretary under section 5 of this act.

(18) "Median income" means, after adjustments for household size,
the area median income as determined by the United States
Department of Housing and Urban Development for the municipality
in which an approved incentive housing zone or development is

located.

(19) "Mixed-use development" means a development containing one
or more multifamily or single-family dwelling units and one or more

commercial, public, institutional, retail, office or industrial uses.

(20) "Multifamily housing" means a building that contains or will

contain three or more residential dwelling units.

(21) "Open space" means land or a permanent interest in land that is
used for or satisfies one or more of the criteria listed in subsection
(b) of section 7-131d of the general statutes.

(22) "Redevelopment" means (A) construction whose cost will
exceed fifty per cent of the prerenovation assessed value of a building,

or (B) a change in use of a building from nonresidential to residential.

(23) "Secretary" means the Secretary of the Office of Policy and

Management or the designee of the secretary.

(24) "State assistance" means a payment by the state of actual debt
service, comprised of principal, interest and reasonable operating
reserves, interest rate swap payments, liquidity fees, letter of credit

fees, trustee fees and other similar bond-related expenses.

(25) "State assistance agreement" means any contract entered into by

the state, acting by and through the secretary and the State Treasurer,

sSB1057 / File No. 720 4



105
106

107
108
109
110

111
112

113
114
115
116

117
118
119
120
121

122
123

124

125
126

127
128
129
130
131

132
133

sSB1057 File No. 720

with the Connecticut Health and Educational Facilities Authority, that

provides state assistance pursuant to section 15 of this act.

(26) "Townhouse housing" means a residential building consisting
of a single-family dwelling unit constructed in a group of three or
more attached units, in which each unit extends from foundation to

roof and has open space on at least two sides.

(27) "Zone adoption payment" means a one-time payment, made

pursuant to subsection (a) of section 7 of this act.

(28) "Zoning commission" means a municipal agency designated or
authorized to exercise zoning powers under chapter 124 of the general
statutes or a special act, and includes an agency that exercises both

planning and zoning authority.

Sec. 2. (NEW) (Effective July 1, 2007) (a) A zoning commission may
adopt regulations, as part of the zoning regulations adopted under
section 8-2 of the general statutes or any special act, establishing an
incentive housing zone in accordance with the provisions of sections 1

to 19, inclusive, and sections 23 and 24 of this act.

(b) An incentive housing zone shall satisfy the following

requirements:
(1) The zone shall be located in an eligible location.

(2) The regulations of the zone shall permit, as-of-right, incentive

housing development.

(3) The minimum density for incentive housing development, per
acre of developable land, shall be: (A) Six units per acre for single-
family detached housing; (B) ten units per acre for duplex or
townhouse housing; and (C) twenty units per acre for multifamily

housing.

(4) The minimum densities prescribed in subdivision (3) of this

subsection shall be subject to site plan or subdivision procedures,
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submission requirements and approval standards of the municipality,
and shall not be subject to special permit or special exception

procedures, requirements or standards.

(5) In order to qualify for financial incentive payments set forth in
section 7 of this act and incentive housing education cost
reimbursement set forth in section 8 of this act, the regulations of an
incentive housing zone concerning the minimum as-of-right densities
set forth in subdivision (3) of this subsection shall constitute an
increase of at least twenty-five per cent above the density allowed by
the underlying zone, notwithstanding the provisions of said section 7
with regard to zone adoption and building permit payments and the
provisions of said section 8 with regard to incentive housing

educational cost reimbursement.

(6) Notwithstanding the requirements of subdivision (3) of this
subsection, a municipality whose population as determined by the
most recent federal decennial census is less than five thousand, when
applying to the secretary for a letter of eligibility under section 5 of this
act, may request approval of minimum as-of-right densities of not less
than four units per acre for single-family detached housing, not less
than six units per acre for duplex or townhouse housing, and not less
than ten units per acre for multifamily housing. In making such a
request, the municipality shall provide the Secretary of the Office of
Policy and Management with evidence of sewage disposal, water
supply, traffic safety, or other existing, substantial infrastructure
limitations that prevent adoption of the minimum densities set forth in
said subdivision (3) of this subsection. If the proposed incentive
housing zone otherwise satisfies the requirements of this section, the

secretary may issue the requested letter of eligibility.

(7) An incentive housing zone may consist of one or more subzones,
provided each subzone and the zone as a whole comply with the
requirements of sections 1 to 19, inclusive, and sections 23 and 24 of
this act.

sSB1057 / File No. 720 6
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(8) The land area of an incentive housing zone shall not exceed ten
per cent of the total land area in the municipality. The aggregate land
area of all incentive housing zones and subzones in a municipality
shall not exceed twenty-five per cent of the total land area in the

municipality.

(c) A zoning commission may modify, waive or delete dimensional
standards contained in the zone or zones that underlie an incentive
housing zone in order to support the minimum or desired densities,
mix of uses or physical compatibility in the incentive housing zone.
Standards subject to modification, waiver or deletion include, but shall
not be limited to, building height, setbacks, lot coverage, parking ratios

and road design standards.

(d) If a zoning commission adopts a regulation for an incentive
housing zone that permits single-family detached homes on
subdivided lots, requiring subdivision approval under the subdivision
regulations of the municipality, the zoning commission shall make a
written finding that the applicability of such subdivision regulations
will not unreasonably impair the economic or physical feasibility of
constructing housing at the minimum densities and subject to an
incentive housing restriction as required by sections 1 to 19, inclusive,
and sections 23 and 24 of this act. If housing on subdivided lots is
proposed in an incentive housing zone, the zoning commission shall
use its best efforts to adopt or encourage the planning commission to
adopt subdivision standards, such as cluster regulations, zero lot line
provisions, and waivers of dimensional or other requirements, that
will ensure consistency of the single-family detached housing with the
purposes of sections 1 to 19, inclusive, and sections 23 and 24 of this
act.

(e) The regulations of an incentive housing zone may allow for a
mix of business, commercial or other nonresidential uses provided
such uses are consistent with as-of-right residential uses and densities

required under this section.
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(f) An incentive housing zone may overlay all or any part of an
existing historic district or districts, and a municipality may establish
an historic district within an approved incentive housing zone,
provided, if the requirements or regulations of such historic district
render the approved housing incentive zone not in compliance with
the provisions of sections 1 to 19, inclusive, and sections 23 and 24 of
this act, the secretary shall deny a preliminary or final letter of
eligibility, deny or revoke a certificate of compliance, or deny any
financial incentive payments set forth in section 7 of this act and
incentive housing education cost reimbursement set forth in section 8
of this act.

(g) An applicant for site plan or subdivision approval to construct
an incentive housing development within an approved zone may
require for the development, through an incentive housing restriction,
that (1) more than twenty per cent of the total proposed dwelling units
be subject to the restriction; (2) the maximum annual income of
qualifying households may be less than eighty per cent of the area
median income; or (3) the duration of the restriction may be longer
than thirty years. An application for approval of an incentive housing
development may not be denied on the basis that the proposed
incentive housing restriction contains one or more of these provisions

set forth in this subsection.

(h) The provisions of this section shall not be construed to affect the
power of a zoning commission to adopt or amend regulations under

chapter 124 of the general statutes or any special act.

Sec. 3. (NEW) (Effective July 1, 2007) (a) A zoning commission, at the
time of and as part of its adoption of regulations for an incentive
housing zone, may adopt design standards for incentive housing
developments within such zone. Such design standards (1) may ensure
that construction within the incentive housing zone is complementary
to adjacent and neighboring buildings and structures, and consistent
with the housing plan provided for in section 4 of this act, and (2) may

address the scale and proportions of buildings; site coverage;
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alignment, width and grade of streets and sidewalks; type and location
of infrastructure; location of building and garage entrances; off-street
parking; protection of significant natural site features; location and
design of open spaces; signage; and setbacks and buffering from

adjacent properties.

(b) A design standard shall not be adopted if such standard will
unreasonably impair the economic or physical feasibility of
constructing housing at the minimum densities and with the required
incentive housing restriction set forth in sections 1 to 19, inclusive, and
sections 23 and 24 of this act. The Secretary of the Office of Policy and
Management shall not approve a request for a letter of preliminary or
final eligibility under section 5 of this act if a proposed design standard
will violate the provisions of this subsection, but may not otherwise
disapprove a proposed zone solely on the basis of its design standards.
A statement from an applicant or potential applicant for approval of an
incentive housing development within a proposed or approved
incentive housing zone that proposed design standards are reasonable
and will not impair the physical or economic feasibility shall be
dispositive with regard to the reasonableness of such design standards

with respect to such development.

(c) A zoning commission shall submit to the secretary each
amendment to a design standard that has been approved by the
secretary under this section. The secretary shall approve or disapprove
such amendment not more than forty-five days after receipt of such
request. If the secretary fails to approve or disapprove such
amendment within such period, the amendment shall be deemed to be
a disapproval. Thereafter, the commission may reapply for approval of
the amendment.

Sec. 4. (NEW) (Effective July 1, 2007) A municipality may file with the
Secretary of the Office of Policy and Management an application for
preliminary determination of eligibility for the financial incentive

payments set forth in section 7 of this act and incentive housing
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education cost reimbursement set forth in section 8 of this act. Such

application shall:

(1) Identify and describe the boundaries of the proposed incentive

housing zone or zones;

(2) Identify, describe and calculate the developable land within the

proposed incentive housing zone or zones;

(3) Identify and describe existing and potential residential
development and the potential for reuse of existing or underutilized

buildings within the zone or zones;

(4) Calculate the number of residential units that may be
constructed in the zone or zones if the proposed regulations are
approved;

(5) Include a housing plan that describes the anticipated build-out of
the zone or zones, including information on available and proposed
infrastructure, compatibility of proposed incentive housing
development with existing and proposed buildings and uses, and
efforts that the municipality is making or intends to make to support
and promote the residential construction permitted by the proposed

regulations;

(6) Include the text of the proposed incentive housing zone
regulations and design standards and, if applicable, the text of the
subdivision regulations; and

(7) Include the text of the proposed incentive housing restriction
and a plan for administering and enforcing its requirements and

limitations.

Sec. 5. (NEW) (Effective July 1, 2007) (a) Upon application by a
municipality under section 4 of this act, the Secretary of the Office of
Policy and Management shall, not later than sixty days after receipt,
issue, in writing, a preliminary determination of the eligibility of the

municipality for the financial incentive payments set forth in section 7

sSB1057 / File No. 720 10
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of this act and incentive housing education cost reimbursements set
forth in section 8 of this act. At least thirty days before making such
preliminary determination, the secretary shall electronically give
notice of the application to all persons who have provided the
secretary with a current electronic mail address and a written request
to receive such notices. If the secretary determines that the proposed
incentive housing zone is not eligible or does not comply with the
provisions of sections 2 and 3 of this act, the secretary shall, within the
sixty-day response period, notify the municipality, in writing, of the
reasons for such determination. A municipality may thereafter reapply
for approval after addressing the reasons for ineligibility. The
secretary's failure to issue a written response within sixty days of
receipt shall be deemed to be disapproval, after which the municipality

may reapply.

(b) After a municipality has received from the secretary a
preliminary letter of eligibility, its zoning commission may adopt the
incentive housing zone regulations and design standards as proposed
to the secretary for preliminary approval. Not later than thirty days
after receipt from the municipality of a written statement that its
zoning commission has adopted the proposed regulations and
standards, the secretary shall issue a letter of final approval of the
incentive housing zone. The secretary's failure to issue a letter of final
approval within thirty days of receipt shall be deemed disapproval,
after which the municipality may reapply for a preliminary

determination of eligibility under this section.

(c) The secretary shall not approve any proposed incentive housing
zone for which the proposed regulations or design standards have the
intent or effect of discriminating against, making unavailable, denying
or impairing the physical or financial feasibility of housing which is
receiving or will receive financial assistance under any governmental
program for the construction or substantial rehabilitation of low or
moderate income housing, or any housing occupied by persons
receiving rental assistance under chapter 319uu of the general statutes
or Section 1437f of Title 42 of the United States Code.

sSB1057 / File No. 720 11
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(d) Any amendment to the regulations or design standards
approved by the secretary for preliminary or final eligibility shall be

submitted to the secretary for approval as set forth in this section.

Sec. 6. (NEW) (Effective July 1, 2007) (a) Each municipality whose
zoning commission has received a final determination of eligibility
under section 5 of this act and has adopted an approved incentive
housing zone shall annually, in accordance with procedures
established by the Secretary of the Office of Policy and Management,
apply to the secretary for an incentive housing zone certificate of
compliance. To receive a certificate, the municipality shall verify

within the time specified by the secretary that:

(1) The zoning commission of the municipality has not amended or
repealed any portion of the regulations or design standards in the
incentive housing zone without approval of the secretary as required

by sections 3 and 5 of this act;

(2) The approval of the incentive housing zone has not been revoked

by the secretary;

(3) The municipality is making reasonable efforts to assist and
promote approval of incentive housing development and construction

of housing within the approved zone or zones; and

(4) The zoning commission has not unreasonably denied any
application for site plan or subdivision approval, or other necessary
coordinating permits or approvals, and has only denied applications in

a manner consistent with the provisions of section 9 of this act.

(b) If the information required pursuant to subsection (a) of this
section has been submitted by a municipality in a timely manner, the
secretary shall issue compliance certificates by October first annually.
If the secretary determines that the municipality is in material
noncompliance with the requirements of sections 1 to 19, inclusive,
and sections 23 and 24 of this act, the secretary, after notice and

hearing pursuant to chapter 54 of the general statutes, may revoke
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certification. Any revocation of certification, or other sanctions
imposed by the secretary under section 10 of this act, shall not affect
the validity of the incentive housing zone regulations or the
application of such regulations to a pending or approved development
application within the incentive housing zone, but shall render the
municipality ineligible for financial incentive payments set forth in
section 7 of this act and incentive housing education cost

reimbursement set forth in section 8 of this act.

Sec. 7. (NEW) (Effective July 1, 2007) (a) Upon confirmation by the
Secretary of the Office of Policy and Management of adoption by a
zoning commission of approved regulations and design standards for
an incentive housing zone or zones, the secretary shall make to the
municipality a zone adoption payment in the amount of two thousand
dollars for each unit of housing that can be built as part of an incentive
housing development within such zone or zones. Such zone adoption
payment shall be made to the municipality by the secretary not more
than sixty days after final approval of the incentive housing zone
pursuant to section 5 of this act, provided the time for appeal of the
final adoption of the regulations has expired or a final and
unappealable judgment upholding such regulations has been issued in

any civil action challenging or delaying such regulations.

(b) Upon submission by a municipality to the secretary of proof of
issuance of a building permit for a residential housing unit in an
approved incentive housing development, and after determining that
no appeal from or challenge to such building permit has been filed or
is pending, the secretary shall issue to the municipality a one-time
building permit payment for each such building permit. The amount
of payment shall be two thousand dollars for each multifamily housing
unit, duplex unit or townhouse unit and five thousand dollars for each
single-family detached unit. Such payment shall be made by the
secretary not more than sixty days after receipt of proof of the issuance
of building permits and verification of the absence of any appeal or

challenge.

sSB1057 / File No. 720 13
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(c) Residential units that are located within an approved incentive
housing zone that are part of a development that constitutes housing
for older persons permitted by the federal Fair Housing Act, 42 USC
3607 or sections 46a-64c and 46a-64d of the general statutes, shall not

be eligible for payments under this section.

Sec. 8. (NEW) (Effective July 1, 2007) (a) A municipality in which an
incentive housing development has been built and occupied in
compliance with sections 1 to 19, inclusive, and sections 23 and 24 of
this act shall be eligible for an annual incentive housing education cost
reimbursement, paid through bonds or other obligations issued by the
Connecticut Health and Education Financing Authority pursuant to
section 12 of this act. Each municipality seeking incentive housing
education cost reimbursement as provided in this section shall include
in its data of record, pursuant to subsection (a) of section 10-262i of the
general statutes, as of December first prior to the fiscal year such
reimbursement is to be made, the number of children age five to
seventeen, inclusive, as defined in subdivision (10) of section 10-262f of
the general statutes, who are enrolled in public school and who are
identified as residing in an incentive housing development constructed
and occupied in compliance with the provisions of sections 1 to 19,

inclusive, and sections 23 and 24 of this act.

(b) (1) As used in this subsection, "eligible education costs" means
the sum of the town's regular program expenditures as defined in
section 10-262f of the general statutes for the school year prior to the
fiscal year in which reimbursement is to be made, plus the amount of
special education and public transportation costs in such prior year,
net of all state aid, federal aid, tuition and other revenues received for
such services, provided that in determining such amounts for member
towns of regional school districts, any allocations necessary shall be
based on each member town's percentage of the total district

enrollment.

(2) The amount of an incentive housing education cost

reimbursement shall be the eligible education costs per resident

sSB1057 / File No. 720 14
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student as defined in section 10-262f of the general statutes of the town
multiplied by the number of children identified pursuant to subsection
(a) of this section, minus (A) the amount of increased aid the town
receives in a school year pursuant to section 10-262i of the general
statutes as the result of the identification of students pursuant to
subsection (a) of this section, and (B) fifty per cent of the incremental
increase in real and personal property taxes occurring after the
adoption of the incentive housing zone regulations and attributable to
the incentive housing within the incentive zone. The annual payments
shall commence in the fiscal year following the identification of
students residing in an incentive housing development, as specified in
subsection (a) of this section, and continue for fifteen years, provided

eligible students continue to live in that development.

(c) Each municipality shall certify to the authority information and
data necessary to support the issuance of said bonds or other
obligations of the authority in accordance with a time frame
established by the authority.

(d) The Secretary of the Office of Policy and Management shall
annually issue to the municipality the incentive housing education cost
reimbursement as provided by this section not more than sixty days
after receiving the information required by this section.

(e) Residential units that are located within an approved incentive
housing zone that are part of a development that constitutes housing
for older persons permitted by the federal Fair Housing Act, 42 USC
3607 or sections 46a-64c and 46a-64d of the general statutes, shall not

be eligible for payments under this section.

Sec. 9. (NEW) (Effective July 1, 2007) (a) A zoning commission shall
prescribe, consistent with the provisions of sections 1 to 19, inclusive,
and sections 23 and 24 of this act, the form of an application for
approval of an incentive housing development. The time for and
procedures for receipt and processing of applications shall be as
provided in chapters 124 and 126 of the general statutes, as applicable.

A zoning commission may, to the extent allowed by the Freedom of
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Information Act, conduct one or more preliminary or preapplication
planning or workshop meetings with regard to an incentive housing
zone or development. A zoning commission may conduct a public
hearing in connection with an application for site plan or subdivision

approval of an incentive housing development.

(b) The regulations of an incentive housing zone may require the
applicant for approval of an incentive housing development to pay the
cost of reasonable consulting fees for peer review of the technical
aspects of the application for the benefit of the zoning commission.
Such fees shall be deposited in a separate account of the municipality
and used only for expenses associated with the technical review of the
application by consultants who are not otherwise salaried employees
of the municipality or the zoning commission. Any amount in the
account remaining after payment of all expenses for technical review,
including any interest accrued, shall be returned to the applicant not

later than forty-five days after the completion of the technical review.

(c) The regulations of the incentive housing zone may provide for
the referral of a site plan or subdivision application to other agencies,
boards or commissions of the municipality for comment. If a site plan
or subdivision application is referred to another agency, board or
commission, such agency, board or commission shall provide any
comments within the time period contained in section 8-7d of the

general statutes that is applicable to such application.

(d) An incentive housing development shall be approved by the
zoning commission subject only to conditions that are necessary to (1)
ensure substantial compliance of the proposed development with the
requirements of the incentive housing zone regulations, design
standards and, if applicable, subdivision regulations; or (2) mitigate
any extraordinary adverse impacts of the development on nearby
properties. An application may be denied only on the grounds: (A) The
development does not meet the requirements set forth in the incentive
housing zone regulations; (B)the applicant failed to submit

information and fees required by the regulations and necessary for an
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adequate and timely review of the design of the development or
potential development impacts; or (C) it is not possible to adequately
mitigate significant adverse project impacts on nearby properties by

means of conditions acceptable to the applicant.

(e) The duration and renewal of an approval of an incentive housing
development shall be governed by subsection (i) of section 8-3,
subsection (j) of section 8-3, section 8-26¢ or section 8-26g of the general
statutes, as applicable. The time to complete the work approved shall
be extended (1) by the time required to adjudicate to final judgment
any appeal from a decision of the commission on an incentive housing
development site plan or subdivision plan or any required coordinate
permit; (2) by the zoning commission if the applicant is actively
pursuing other permits needed for the development; (3) if there is
other good cause for the failure to complete such work; or (4)as

provided in an approval for a multiphase development.

(f) An applicant for approval of an incentive housing development
within an approved incentive housing zone may not make such
application nor take an appeal to the Superior Court utilizing the

provisions of section 8-30g of the general statutes.

(g) Approval of or amendment to regulations or design standards
for an incentive housing zone or subzone, or site plan or subdivision
approval of an incentive housing development, may be appealed to the
Superior Court pursuant to the provisions of section 8-8 or section 8-28
of the general statutes, as applicable, provided (1) upon motion made
to the court by the defendant municipality, zoning commission,
planning commission or applicant, the court shall order each appealing
party to post a bond in an amount sufficient to cover (A) each moving
defendant's anticipated attorney fees and costs for defending against
the appeal, and (B) if applicable, an applicant's anticipated or actual
costs to carry and maintain its interest in the subject property for a
period of one year, as established by affidavit filed with the court,
which bond shall be forfeited in the event that the appealing party
does not substantially prevail in the appeal; (2) any such appeal, upon
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motion by any defendant made at any time after the return date, shall
be transferred from the judicial district to which it is returned to the
superior court for the judicial district of New Britain and shall be heard
and decided by one of the judges designated by the Chief Court
Administrator under section 8-30g of the general statutes; and (3) any
such appeal shall be a privileged case in the order of trial, to be heard

by the court as soon after the return day as is practicable.

Sec. 10. (NEW) (Effective July 1, 2007) (a) The Secretary of the Office
of Policy and Management shall be responsible for the administration,
review and reporting on the incentive housing zone program as
provided in sections 1 to 19, inclusive, and sections 23 and 24 of this
act.

(b) On or before January 1, 2009, and annually thereafter, the
secretary shall submit an annual report on the program to the General
Assembly in accordance with section 11-4a of the general statutes.
Each municipality shall submit to the secretary any data requested by
the secretary on the incentive housing program. The report shall be
based on such data and shall be for the period ending the last day of
the prior fiscal year. The report shall (1) identify and describe the
status of municipalities actively seeking letters of eligibility; (2)
identify approved incentive housing zones and the amounts and
anticipated schedule of zoning incentive and building incentive
payments under section 7 of this act, and education reimbursement
payments pursuant to section 8 of this act, during the prior and current
fiscal year; (3) summarize the amount of land area zoned for particular
types of development in both proposed and approved zones and the
number of developments being reviewed by zoning commissions
under section 9 of this act, including the number and type of proposed
residential units, the number of building permits issued, the number of
completed housing units and their type; (4) state the amount of zone
adoption and building permit payments and the amount of incentive
housing education cost reimbursement made to each municipality; and
(5) for the current and immediately succeeding fiscal years, estimate

(A) the anticipated number and size of proposed new incentive
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housing zones over such time period; (B) the number and size of new
incentive housing zones that may be approved over such time period;
(C) the potential number of residential units to be allowed in such new
and proposed incentive housing zones; and (D) anticipated

construction of housing over such time period.

Sec. 11. (NEW) (Effective July 1, 2007) (a) The Secretary of the Office
of Policy and Management may require the municipality to repay to
the state all or part of the payments or reimbursements made to a
municipality under sections 1 to 19, inclusive, and sections 23 and 24 of
this act upon determination by the secretary that the municipality has
acted to discourage incentive housing development or to impose
arbitrary or unreasonable standards, requirements, delays or barriers
to the construction of housing following approval of an incentive

housing zone.

(b) The secretary shall adopt regulations, in accordance with the
provisions of chapter 54 of the general statutes, to implement the
provisions of this subsection. Such regulations shall include

procedures for notice and hearing.

Sec. 12. (NEW) (Effective July 1, 2007) (a) The Connecticut Health and
Educational Facilities Authority is authorized to issue bonds or other
obligations of the authority, in principal amounts in the aggregate not
to exceed three hundred fifty-five million dollars before the fiscal year
ending June 30, 2023, payable solely from and secured by state
assistance payments pursuant to section 13 of this act, for the purpose
of providing funds for zone adoption and building permit payments

pursuant to section 7 of this act.

(b) The authority is further authorized to issue bonds or other
obligations of the authority annually, payable solely from and secured
by state assistance payments pursuant to section 13 of this act, in
principal amounts in the aggregate not exceeding two billion three
hundred thirty million dollars before the fiscal year ending June 30,
2052, for the purpose of providing incentive housing education cost

reimbursement to such municipalities pursuant to section 8 of this act
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and rental assistance to incentive housing sponsors pursuant to section
19 of this act.

(c) Any bonds issued by the authority for the purposes of subsection
(a) or (b) of this section and at any time outstanding may at any time or
from time to time be refunded by the authority, in whole or in part, by
the issuance of its refunding bonds in such amounts as the authority
may deem necessary or appropriate but not exceeding an amount
sufficient to refund the principal amount of the bonds to be so
refunded, any unpaid interest thereon, and any premiums,
commissions and costs of issuance necessary to be paid in connection
therewith.

(d) The Connecticut Health and Educational Facilities Authority
may pledge the state assistance authorized in section 13 of this act as
security for the payment of such bonds or refunding bonds issued by

said authority.

(e) The proceeds, if any, of bonds issued pursuant to subsection (a)
of this section shall be transferred to the State Treasurer for deposit in
the Housing for Economic Growth Fund established in section 14 of
this act for application in accordance with subsection (c) of section 15
of this act. No bonds shall be issued by the authority pursuant to this
section without prior authorization from the State Treasurer and the

Secretary of the Office of Policy and Management.

(f) Subject to the contract entered into with the state pursuant to
section 13 of this act, bonds issued by the authority under this section
may be sold at public or private sale, in such manner, at such price or
prices, at such time or times and on such other terms and conditions as
are consistent with the purposes and provisions of sections 1 to 19,
inclusive, and sections 23 and 24 of this act. Any bonds sold at private
sale pursuant to subsection (a) of this section may be sold directly to a
municipality, the consideration for which may be the establishment
and development of an incentive housing zone by such municipality in
lieu of cash or other form of payment. Any bonds sold at private sale

pursuant to subsection (b) of this section for the purpose of providing
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funds: (1) For incentive housing education cost reimbursement, may be
sold directly to a municipality, the consideration for which may be the
construction and occupancy of one or more housing units within an
established incentive housing zone, in which there resides one or more
eligible students; and (2) for rental assistance, may be sold directly to
an incentive housing sponsor or, as may be required for the financing
of such housing, the assignee of such sponsor so long as such
assignment has prior approval of the secretary, the consideration for
which bonds may be the construction and occupancy of one or more
housing units within an established incentive housing zone, in which
not less than twenty per cent of the units are available subject to an
incentive housing restriction for a period of not less than thirty years.
In the discretion of the secretary, and pursuant to guidelines
established by the secretary, bonds or other obligations of the authority
may be sold to a municipality pursuant to subdivision (1) of this
subsection, notwithstanding that at the time of the issuance of such
bonds or other obligations, no eligible students reside in the housing

units for which financing will be provided.

(g) Any bonds or other obligations of the authority sold to a
municipality or sponsor at private sale pursuant to this section shall be
issued as capital appreciation bonds, and shall be subject to
redemption upon such terms established by the authority and agreed
to by the municipality or the sponsor, as the case may be. Any bonds
sold to a municipality or sponsor pursuant to this section shall be
registered in the name of the municipality or sponsor to which such
bond is issued and, except as otherwise provided in sections 1 to 11,
inclusive, of this act, shall not be transferable by such municipality or
sponsor except upon a default by the authority in the payment of
principal of or interest on such bond when due. At or prior to the
issuance of a bond or bonds of the authority to a municipality or
sponsor pursuant to this section, the authority shall receive from the
secretary, as a condition precedent to the issuance of such bond or
bonds, a certificate to the effect that the consideration for the issuance

of such bond or bonds by the authority complies with the provisions of
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this section and is consistent with the purposes of sections 1 to 11,

inclusive, of this act.

(h) Any bonds issued by the authority pursuant to this section shall
be special obligations of the authority and shall not be payable from or
charged upon any funds other than revenues pledged therefor and
deposited in the Housing for Economic Growth Fund, established in
section 14 of this act. The authority or the state shall not be subject to
any liability thereon except to the extent of such pledged revenues.

(i) In the discretion of the authority, any bonds or other obligations
issued under the provisions of this section may be secured by a trust
agreement by and between the authority and a corporate trustee or
trustees, which may be any trust company or bank having the powers
of a trust company within or without the state. If such bonds are sold
directly to a municipality or a sponsor, the provisions of this section
shall preclude the authority from acting as trustee for the benefit of the
holders of such bonds or other obligations and, as trustee, the
authority shall have the right, power and authority to enforce the
obligations of the state under any contract entered into for state

assistance pursuant to sections 1 to 11, inclusive, of this act.

() The state of Connecticut does hereby pledge to and agree with
the holders of any bonds and other obligations of the Connecticut
Health and Educational Facilities Authority issued under this section
and with those parties who may enter into contracts with the authority
pursuant to the provisions of sections 1 to 19, inclusive, and sections 23
and 24 of this act that the state will not limit or alter the rights hereby
vested in the authority or revoke, amend or alter the state assistance
agreement until such bonds or other obligations, together with the
interest thereon, are fully met and discharged and such contracts and
state assistance agreement are fully performed on the part of the
authority and the state, respectively, provided nothing contained
herein shall preclude such limitation, revocation, amendment or
alteration if and when adequate provision shall be made by law for the

protection of the holders of such bonds and other obligations of the
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authority or those entering into such contracts with the authority. The
authority as agent for the state is authorized to include this pledge and

undertaking for the state in such obligations or contracts.

Sec. 13. (NEW) (Effective July 1, 2007) (a) On and after July 1, 2007,
the State Bond Commission may authorize the State Treasurer and the
Secretary of the Office of Policy and Management to enter into a
contract or contracts to provide state assistance on bonds or other
obligations issued by the Connecticut Health and Educational Facilities
Authority pursuant to section 12 of this act. If authorized by the State
Bond Commission, the state, acting by and through the secretary and
the State Treasurer, shall enter into a contract or contracts with the
authority that provide that the state shall pay to said authority state
assistance on bonds issued by said authority for purposes of sections 1
to 19, inclusive, and sections 23 and 24 of this act, and costs of issuance.
Any such contract entered into pursuant to this section shall include
provisions the secretary and the State Treasurer find that are: (1)
Necessary to attain the purposes of sections 1 to 12, inclusive, of this
act; and (2) in the best interests of the state to allow that such state
assistance be paid by the state directly to the trustee or paying agent
for any bonds, refunding bonds or other obligations of the authority,
as applicable, with respect to which the state assistance is provided.
Any provision of any such contract entered into providing for
payments equal to annual debt service shall constitute a full faith and
credit obligation of the state and as part of the contract of the state with
the holders of any bonds, refunding bonds or other obligations of the
authority, as applicable, appropriation of all amounts necessary to
meet punctually the terms of such contract is hereby made and the
State Treasurer shall pay such amounts as the same become due. The
state, acting by and through the secretary and the State Treasurer and
without further authorization, may execute an amendment to any
contract providing state assistance as required in connection with the

issuance by the authority of any refunding bonds.

(b) Notwithstanding the provisions of any contract entered into by
the state with the Connecticut Health and Educational Facilities
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Authority for state assistance, the bonds, refunding bonds or other
obligations of the authority to which such state assistance applies shall
not constitute bonds or notes issued or guaranteed by the state within

the meaning of section 3-21 of the general statutes.

Sec. 14. (NEW) (Effective July 1, 2007) (a) There is established a
separate, nonlapsing fund to be known as the "Housing for Economic
Growth Fund" to be held by the State Treasurer separate and apart
from all other moneys, funds and accounts. There shall be deposited in
the Housing for Economic Growth Fund: (1) Any amounts
appropriated by the state for the purposes of the incentive housing
zone program pursuant to sections 1 to 11, inclusive, of this act; (2) all
amounts representing repayment of the loans made by the state
pursuant to section 18 of this act; (3) repayments of state financial
assistance in connection with the incentive housing zone program
pursuant to section 11 of this act; (4) the proceeds, if any, of bonds or
other obligations issued by the Connecticut Health and Educational
Facilities Authority pursuant to section 12 of this act, net of the costs of
issuance incurred in connection with the issuance of such bonds or
other obligations; and (5) investment earnings on amounts on deposit
in the fund which are to be credited to the assets of the fund.

(b) Any moneys held in the Housing for Economic Growth Fund
may, pending the use or application thereof for an authorized purpose,
be invested or reinvested, as the case may be, in (1) such obligations,
securities and investments as are set forth in subsection (f) of section
3-20 of the general statutes; (2) in participation certificates in the Short
Term Investment Fund created under sections 3-27a and 3-27f of the
general statutes; and (3) participation units in the combined
investment funds, as defined in section 3-31b of the general statutes.
Proceeds from investments authorized by this subsection shall be

credited to the Housing for Economic Growth Fund.

(c) The State Treasurer shall establish such accounts and

subaccounts, if any, within the Housing for Economic Growth Fund as
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may be necessary to effect the purposes of this section and to serve the

administrative convenience of the state.

(d) Moneys of the Housing for Economic Growth Fund shall be
used to fund the incentive housing zone program established pursuant
to sections 1 to 11, inclusive, of this act and shall be disbursed as

provided in section 15 of this act.

Sec. 15. (NEW) (Effective July 1, 2007) (a) For the purpose of
providing funds for (1) the annual administrative costs and expenses
of the incentive housing zone program, including any annual
administrative costs of the Connecticut Health and Educational
Facilities Authority incurred in connection with the issuance of its
bonds or other obligations pursuant to section 12 of this act; (2) grants-
in-aid to municipalities for technical assistance in establishing
incentive housing zones as provided in section 16 of this act; (3) grants-
in-aid to nonprofit housing or development corporations to provide
capacity building grants for the development of incentive housing
developments pursuant to section 17; and (4) in fiscal years ending
June 30, 2008, June 30, 2009, and June 30, 2010, zone adoption
payments pursuant to subsection (a) of section 7 of this act and
building permit payments pursuant to subsection (b) of section 7 of
this act, the State Treasurer shall, commencing in the fiscal year ending
June 30, 2008, and in each fiscal year until the fiscal year ending June
30, 2037, disburse moneys on deposit in the Housing for Economic
Growth Fund to the secretary, as follows: (A) In the (i) fiscal year
ending June 30, 2008, through the fiscal year ending June 30, 2017,
inclusive, in an amount equal to three million dollars; (ii) fiscal year
ending June 30, 2018, through the fiscal year ending June 30, 2022,
inclusive, in an amount equal to one million five hundred thousand
dollars; and (iii) fiscal year ending June 30, 2023, through the fiscal
year ending June 30, 2037, inclusive, in an amount equal to seven
hundred fifty thousand dollars, such moneys to be made available by
the secretary in equal annual amounts for such administrative costs,
grants-in-aid to municipalities and grants-in-aid to nonprofit housing

or development corporations; and (B) in the fiscal year ending June 30,
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2008, through the fiscal year ending June 30, 2010, an amount not to
exceed in the aggregate ten million dollars, such moneys to be made
available by the secretary to municipalities as zoning incentive

payments and building incentive payments.

(b) Commencing in the fiscal year ending June 30, 2008, and in each
fiscal year thereafter, until the fiscal year ending June 30, 2022, moneys
on deposit in the Housing for Economic Growth Fund representing the
balance of amounts deposited therein pursuant to section 24 of this act,
investment earnings on amounts deposited therein pursuant to section
14 of this act, and repayments of loans made to municipalities
pursuant to section 18 of this act shall be available for disbursement to
the secretary in an annual aggregate amount not to exceed six million
dollars for the purpose of making loans to municipalities pursuant to
section 18 of this act.

(c) Moneys deposited in the Housing for Economic Growth Fund
from proceeds, if any, of bonds or other obligations issued by the
Connecticut Health and Educational Facilities Authority pursuant to
subsection (a) of section 12 of this act, and investment earnings
thereon, shall be disbursed to the secretary for the purpose of
providing funds for the payment of zone adoption payments and

building permit payments pursuant to section 7 of this act.

Sec. 16. (NEW) (Effective July 1, 2007) The Secretary of the Office of
Policy and Management shall, from funds disbursed from the Housing
for Economic Growth Fund established pursuant to section 15 of this
act, make grants to municipalities for the purpose of providing
technical assistance in the planning of incentive housing zones, the
adoption of incentive housing zone regulations and design standards,
the review and revision as needed of applicable subdivision
regulations and applications to the secretary for preliminary or final
approval as set forth in section 5 of this act. The secretary shall adopt
regulations, in accordance with the provisions of chapter 54 of the

general statutes, to implement the provisions of this section. Such
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regulations shall establish procedures and criteria for application and

evaluation of applications.

Sec. 17. (NEW) (Effective July 1, 2007) The Secretary of the Office of
Policy and Management shall, from funds disbursed from the Housing
for Economic Growth Fund, established pursuant to section 15 of this
act, make grants to nonprofit housing or development organizations in
order to assist with planning, development, applications, construction
and administration of incentive housing developments. The secretary
shall adopt regulations, in accordance with the provisions of chapter
54 of the general statutes, to implement the provisions of this section.
Such regulations shall establish procedures and criteria for application

and evaluation of applications.

Sec. 18. (NEW) (Effective July 1, 2007) (a) Each municipality in which
the zoning commission has adopted an incentive housing zone shall be
eligible for a loan from moneys on deposit in the Housing for
Economic Growth Fund, established pursuant to section 15 of this act,
for infrastructure improvements that would make a geographic area of
the municipality more attractive and functional for an incentive
housing development. Such loans shall bear an interest rate of one per
cent per annum, and shall be repaid over a fifteen-year period,
commencing two years after the loan is made. Loan repayments shall
be deposited in the fund. Each loan shall be an amount that is equal to
the total of all housing units allowed in an incentive housing zone

times seven hundred fifty dollars.

(b) Each municipality eligible for a loan under this section may
apply to the Secretary of the Office of Policy and Management, on a
form prescribed by the secretary, for authorization of a loan for
infrastructure improvement projects. The secretary shall approve or
disapprove a completed application not more than forty-five days after
receipt of such application. Such application shall include a
certification by the municipality that (1) the project for which loan
assistance is requested is an infrastructure improvement project as

defined in subsection (c) of this section, and (2) the project would
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benefit an incentive housing development to be located within an
incentive housing zone. The municipality shall provide any other
certification required by the secretary. Within available resources, the
secretary shall authorize such loan if the secretary determines that the
project meets the requirements set forth in this section and any other

requirement imposed by the secretary.

(c) As used in this section, "infrastructure improvement project"
means a municipal capital expenditure project for any of the following
purposes: (1) Road construction, renovation, repair or resurfacing; (2)
sidewalk and pavement improvements; (3) streetlights and signage; (4)
construction, renovation, enlargement Or repair of sewage treatment
plants and sanitary or storm, water or sewer lines, including
separation of lines; (5) construction, renovation, enlargement or repair
of dams, bridges and flood control projects; (6) construction,
renovation, enlargement or repair of water mains; and (7) floodplain
management and hazard mitigation activities. An infrastructure
improvement project is limited to capital expenditures and includes
repairs incident to reconstruction and renovation but does not include

ordinary repairs and maintenance of an ongoing nature.

(d) A loan under this section may be used to pay the cost of an
infrastructure improvement that is not located within the boundaries
of an incentive housing zone, provided the municipality describes in
the application for the loan how such infrastructure improvement

would benefit an incentive housing development.

(e) If there is insufficient funding for infrastructure improvement
projects related to incentive housing zones in any fiscal year, priority
shall be given to those applications from municipalities with housing
incentive zones where development is unlikely to occur but for such

projects.

(f) Each municipality receiving an infrastructure improvement
project loan under this section shall retain detailed accounting records
of all expenses incurred relative to the infrastructure improvement

project for which a loan is received for a period of not less than three
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years following the completion of such project. If the secretary
determines that such records are not maintained or a review of such
records indicates that such loan, or any portion thereof, was used for a
purpose other than its intended purpose, the secretary shall provide
written notification to the chief executive officer of the municipality of
such finding. Upon such determination, the secretary may require the
municipality to promptly pay to the state an amount equal to the

amount of the loan and an interest rate of eighteen per cent per annum.

Sec. 19. (NEW) (Effective July 1, 2007) (a) To encourage the creation
of additional rental housing, the Commissioner of Economic and
Community Development shall establish and implement a program of
rental assistance for low-income households living in a newly created
privately owned rental incentive housing development in an incentive
housing zone. For the purposes of this section, a low-income
household is a household whose income does not exceed fifty per cent
of the area median income.

(b) The state, acting by and in the discretion of the Commissioner of
Economic and Community Development in consultation with the
Secretary of the Office of Policy and Management, may enter into a
contract with an incentive housing sponsor to provide rental assistance
linked to a specific number of units in such housing which shall be set
aside for low-income households. Moneys for such rental assistance
shall be provided from bonds or other obligations issued by the
Connecticut Health and Educational Facilities Authority pursuant to
subsection (b) of section 12 of this act. Each contract to provide rental
assistance for units set aside for occupancy by low-income households

under this section shall remain in effect for at least thirty years.

(c) The commissioner shall, within available funds, upon request of
the owner or developer of rental units constructed as an incentive
housing development in conformance with the requirements of this
section, sections 1 to 18, inclusive, and sections 23 and 24 of this act,
provide rental assistance for the number of requested units up to ten

per cent of the new rental units in such development, and may, within
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available funds, provide rental assistance for additional requested
units in such development, provided that in the aggregate, on a state-
wide basis, rental assistance provided under this section shall not
exceed five per cent of rental units constructed in incentive housing

developments.

(d) The commissioner shall adopt regulations, in accordance with
the provisions of chapter 54 of the general statutes, to carry out the
purposes of this section. Such regulations shall establish (1) maximum
income eligibility guidelines for such rental assistance, (2) maximum
rent for each assisted unit in an incentive housing development in a
manner that reasonably assures the rental assistance will be used, and
(3) criteria for determining the amount of rental assistance which shall
be provided so that the amount of such assistance shall be the
difference between thirty per cent of the adjusted gross income of the

low-income household less a utility allowance, and the contract rent.

Sec. 20. Subsection (c) of section 4b-21 of the general statutes is

repealed and the following is substituted in lieu thereof (Effective
July 1, 2007):

(c) If the secretary determines that such land, improvement, interest
or part thereof may properly be treated as surplus, he shall notify the
Commissioner of Public Works. If the secretary also determines that
such land, improvement or interest or part thereof was purchased or
improved with proceeds of tax exempt obligations issued or to be
issued by the state, he shall also notify the Treasurer. The
Commissioner of Public Works may sell, exchange or lease, or enter
into agreements concerning, such land, improvement, interest or part
thereof, after (1) notifying (A) the municipality or municipalities in
which such land, improvement or interest is located, [and] (B) the
members of the General Assembly representing such municipality or

municipalities, and (C) any potential developer of an incentive housing

development, as defined in section 1 of this act, who has registered

with the Commissioner of Economic and Community Development to

be notified of any such state surplus land, and (2) obtaining the

sSB1057 / File No. 720 30



954
955
956
957
958
959
960
961
962
963
964
965
966
967
968
969
970
971
972
973
974
975
976
977
978
979
980
981
982
983
984
985
986
987
988

sSB1057 File No. 720

approval of (A) the Secretary of the Office of Policy and Management,
(B) the State Properties Review Board, and (C) the joint standing
committees of the General Assembly having cognizance of matters
relating to (i) state revenue and (ii) the purchase and sale of state
property and facilities, and (3) if such land, improvement, interest or
part thereof was purchased or improved with proceeds of tax-exempt
obligations issued or to be issued by the state, obtaining the approval
of the Treasurer. The Treasurer may disapprove such a transaction
only if the transaction would affect the tax-exempt status of such
obligations and could not be modified to maintain such tax-exempt
status. If a proposed agreement for such a conveyance has not been
submitted to the State Properties Review Board within three years after
the Commissioner of Public Works provides such notice to such
municipality and such members of the General Assembly, or if the
board does not approve the proposed agreement within five years
after such notice, the Commissioner of Public Works may not convey
such land, improvement or interest without again so notifying such
municipality and such members of the General Assembly. In the case
of a proposed lease of land, an improvement to land or an interest in
land, or any part thereof, with a person, firm or corporation in the
private sector, for a term of six months or more, the Commissioner of
Public Works shall comply with such notice requirement by notifying
in writing the chief executive officer of the municipality in which the
land, improvement or interest is located and the members of the
General Assembly representing such municipality, not less than two
weeks before seeking the approval of said secretary, board and
committees, concerning the proposed lease and the manner in which
the lessee proposes to use the land, improvement or interest. Each
agency, department or institution which informs the secretary that any
land, improvement or interest in land is not needed shall retain
responsibility for its security and maintenance until the Commissioner
of Public Works receives custody and control of the property, if any.
The Treasurer shall execute and deliver any deed or instrument
necessary to convey the title to any property the sale or exchange of

which or a contract for the sale or exchange of which is authorized by
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this section.

Sec. 21. Subsection (c) of section 16a-31 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective July
1, 2007):

(c) The secretary shall submit and the State Bond Commission shall
consider prior to the allocation of any bond funds for any of the actions
specified in subsection (a) an advisory statement commenting on the
extent to which such action is in conformity with the plan of

conservation and development. The provisions of this section shall not

apply to zone adoption and building permit payments authorized by

section 7 of this act and the incentive housing education cost

reimbursements authorized by section 8 of this act.

Sec. 22 (NEW) (Effective July 1, 2007) Notwithstanding the provisions
of section 4-66b of the general statutes, the Secretary of the Office of
Policy and Management, when making zone adoption and building
permit payments authorized by section 7 of this act and the incentive
housing education cost reimbursements authorized by section 8 of this
act, shall not be required to provide a capital development impact

statement.

Sec. 23. (Effective from passage) (a) There is established a task force to
study methods to increase the amount of public and private financing
for housing within the state. Such study shall include, but not be

limited to, an evaluation of the following:

(1) Establishment of uniform underwriting criteria for the financing

of multifamily housing;
(2) Expansion of loan guarantees;

(3) Utilization of mortgage insurance and other forms of credit
enhancements provided by the Connecticut Housing Finance
Authority to significantly expand the amount of public and private

financing;
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(4) Enhancement of the affordable housing tax credit program under
section 8-395 of the general statutes and historic tax credit programs
under sections 10-416 and 10-416a of the general statutes to promote

renovation of existing housing;

(5) Expansion of the availability of project based rental assistance

program certificates;

(6) Coordination of financing to better utilize four per cent federal

tax credits;

(7) Encouragement of municipalities to utilize federal community
development block grants to leverage additional financing of

affordable housing; and

(8) Provision of funds for inclusion of housing in intermodal

transportation centers and transportation oriented design.
(b) The task force shall consist of the following members:

(1) One appointed by the speaker of the House of Representatives,

who shall be an advocate for affordable housing;

(2) One appointed by the president pro tempore of the Senate, who
shall be a representative of a municipality with a population over one
hundred thousand;

(3) One appointed by the majority leader of the House of

Representatives, who shall be a for-profit housing developer;

(4) One appointed by the majority leader of the Senate, who shall be

a nonprofit housing developer;

(5) One appointed by the minority leader of the House of
Representatives, who shall be a representative of the banking industry

with experience financing multifamily housing;
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(6) One appointed by the minority leader of the Senate, who shall be
a representative of a municipality with a population less than one
hundred thousand;

(7) The Commissioner of Economic and Community Development,

or the commissioner's designee;

(8) The chairman of the Connecticut Housing Finance Authority, or

the chairman's designee;
(9) The State Treasurer, or the Treasurer's designee;

(10) The chairpersons of the select committee of the General
Assembly having cognizance of matters relating to housing, or their

designees;

(11) The ranking members of the select committee of the General
Assembly having cognizance of matters relating to housing, or their

designees; and

(12) The Secretary of the Office of Policy and Management, or the

secretary's designee.

(c) All appointments to the task force shall be made not later than
thirty days after the effective date of this section. Any vacancy shall be
filled by the appointing authority.

(d) The chairpersons of the select committee of the General
Assembly having cognizance of matters relating to housing shall be the
chairpersons of the task force. Such chairpersons shall schedule the
first meeting of the task force which shall be held not later than sixty
days after the effective date of this section.

(e) Not later than January 1, 2008, the task force shall submit a
report on its findings and recommendations to the select committee of
the General Assembly having cognizance of matters relating to

housing, in accordance with the provisions of section 11-4a of the
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general statutes. The task force shall terminate on the date that it

submits such report or January 1, 2008, whichever is earlier.

Sec. 24. (Effective from passage) For the purpose of capitalizing the
Housing for Economic Growth Fund created by section 14 of this act,
the sum of sixty million dollars is hereby appropriated from the
surplus in the General Fund for the fiscal year ending June 30, 2007, as
certified by the State Comptroller on or prior to September 15, 2007.
Such sum, together with investment earnings thereon and repayments
of municipal loans made therefrom, shall be applied as provided in
section 15 of this act to provide funds for (1) the administrative costs
and expenses of the incentive housing zone program; (2) grants-in-aid
to municipalities and nonprofit housing or development corporations
pursuant to sections 16 and 17 of this act, as applicable; and (3) loans to
municipalities pursuant to section 18 of this act, provided for the fiscal
years ending June 30, 2008, June 30, 2009, and June 30, 2010, such sum
may also be used to provide funds for zone adoption payments
pursuant to subsection (a) of section 7 of this act and building permit

payments pursuant to subsection (b) of section 7 of this act.

Sec. 25. (Effective from passage) Notwithstanding the limitation on the
period of a contract pursuant to section 8-216 of the general statutes,
the Commissioner of Economic and Community Development shall
enter into an agreement with the city of New Britain to continue the
tax abatement and grant-in-aid applicable to Interfaith Housing on

Ellis Street in New Britain pursuant to said section 8-216.

This act shall take effect as follows and shall amend the following
sections:

Section 1 July 1, 2007 New section

Sec. 2 July 1, 2007 New section

Sec. 3 July 1, 2007 New section

Sec. 4 July 1, 2007 New section

Sec. 5 July 1, 2007 New section

Sec. 6 July 1, 2007 New section

Sec. 7 July 1, 2007 New section

Sec. 8 July 1, 2007 New section
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Sec. 9 July 1, 2007 New section
Sec. 10 July 1, 2007 New section
Sec. 11 July 1, 2007 New section
Sec. 12 July 1, 2007 New section
Sec. 13 July 1, 2007 New section
Sec. 14 July 1, 2007 New section
Sec. 15 July 1, 2007 New section
Sec. 16 July 1, 2007 New section
Sec. 17 July 1, 2007 New section
Sec. 18 July 1, 2007 New section
Sec. 19 July 1, 2007 New section
Sec. 20 July 1, 2007 4b-21(c)

Sec. 21 July 1, 2007 16a-31(c)

Sec. 22 July 1, 2007 New section
Sec. 23 from passage New section
Sec. 24 from passage New section
Sec. 25 from passage New section

Statement of Legislative Commissioners:
Technical changes were made throughout the bill for clarity.

PD
FIN

Joint Favorable Subst. C/R

Joint Favorable Subst.

FIN
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either chamber thereof for any purpose:

—
OFA Fiscal Note

State Impact:
Agency Affected Fund-Effect FY 08 $ FY09$ Future
Fiscal Years
Treasurer, Debt Serv. GF - Cost See Below See Below See Below
Department of GF - Cost See Below See Below See Below
Economic &
Community
Development
Department of GF - Revenue None None Potential
Revenue Services Gain
Note: GF=General Fund
Municipal Impact:
Municipalities Effect Future Fiscal
Years
Various Municipalities Revenue Gain Potential

Explanation

Bonding Provisions

Section 12a permits the Connecticut Health and Educational Finance
Authority (CHEFA) to issue up to $355 million in CHEFA bonds for
zoning and building incentive payments. Under the contract assistance
agreement in Section 13 the state is obligated to pay the debt service on
the bonds out of the General Fund, including the cost of issuance.
Since the bonds will be issued as taxable, the General Fund debt
service cost is $578.7 million assuming a 20 year term of issuance at a
6.0% rate of interest. Section 13 excludes the bonds from the statutory
cap on General Obligation (GO) bonds.

Section 12b permits CHEFA to issue up to $2.33 billion in
promissory notes or certificates of participation to provide payments to
municipalities for educational costs and rental assistance payments to
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developers. Under the contract assistance agreement in Section 13 the
state is obligated to pay the debt service on notes out of the General
Fund. The estimated General Fund cost is $2.43 billion between FY 10
and FY 52, which assumes an inflation rate of 3.5%. Section 13 excludes
the debt from the statutory cap on General Obligation (GO) bonds.

General Fund Appropriation

Section 24 appropriates $60 million from the FY 07 budget surplus
to capitalize the Housing for Economic Growth Fund. sHB 7077, the
budget bill favorably reported by the Appropriations Committee,
appropriates $4 million to DECD for this purpose.

Department of Economic and Community Development (DECD)

It is anticipated that DECD will require additional staff to establish
and implement a program of rental assistance for low-income
households in incentive housing zones (IHZs). DECD will require 2
additional Housing and Community Development Agents at annual
cost of approximately $100,000 for salaries plus fringe benefits!. Exact
staffing needs would be based on program demand and funding.
Costs to DECD to fund the rental assistance payments could be
significant and would depend upon the number of units developed. It
is estimated that $2.8 million in additional funds are required to meet
the total funding needed to assist all of the eligible tenants under the
current DECD assistance program. It is also anticipated that the DECD
will require additional resources of $5,000 to adopt the required

regulations.

Section 25 requires DECD to continue reimbursing New Britain for

the tax abatement to the Interfaith Housing Project beyond the 40 year

1 The fringe benefit costs for state employees are budgeted centrally in the
Miscellaneous Accounts administered by the Comptroller. The estimated first year
fringe benefit rate for a new employee as a percentage of average salary is 25.8%,
effective July 1, 2006. The first year fringe benefit costs for new positions do not
include pension costs. The state's pension contribution is based upon the prior year's
certification by the actuary for the State Employees Retirement System (SERS). The
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period, potentially increasing future costs to the state. The current
contract expiration for this project is 2010 and the reimbursement
based on current payments is $38,700. However, it should be noted
that no funds are provided for the tax abatement program in sHB 7077,
the budget bill that was favorably reported by the Appropriations

Committee.
Education Cost Reimbursement to Towns

Section 8 will result in a potential revenue gain to towns in future
fiscal years because it requires the state to annually reimburse towns
for some of the costs they incur to educate children residing in
incentive housing developments (IHDs). The potential revenue gain
cannot be estimated because it will depend on local actions with
regard to IHDs and the number of children that potentially reside in
IHDs. The reimbursements are funded out of the proceeds of the
CHEFA bonds authorized in Section 12b.

The Out Years

The bill provides funding for various zoning, building, education,
and rental assistance incentives to encourage the construction of
affordable housing. If these incentives lead to an increase in this type
of housing, there may be an expansion of the state’s economy
associated with such factors as increased construction activity, an
influx of new residents from out of state and job creation. Such an
expansion would be expected to result in increased state revenue
collections (particularly for the Sales Tax and the Personal Income
Tax), which could offset at least a portion of the General Fund debt
service costs associated with the CHEFA bonds.

SERS 2006-07 fringe benefit rate is 34.4%, which when combined with the non
pension fringe benefit rate totals 60.2%.
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OLR Bill Analysis
sSB 1057

AN ACT ESTABLISHING A PROGRAM OF HOUSING FOR
ECONOMIC GROWTH.

SUMMARY:

This bill provides a range of incentives to towns that choose to zone
land for developing housing mainly in developed areas where transit
facilities, infrastructure, and complementary uses already exist. These
incentive housing zones (IHZs) must allow developers to build
housing at higher densities than are normally allowed in that area.
They must allow them to do so as a matter of right if they make at least
20% of the units affordable to low- and moderate-income people for at

least 30 years (i.e., incentive housing developments (IHDs).

The bill specifies the process for establishing zones, adopting the
implementing regulations and design standards, and approving
projects in them. The Office of Policy and Management (OPM)
secretary must approve each zone and the regulations before a town
and an IHD sponsor qualifies for the incentives.

All towns qualify for grants to identify potential IHZs and draft the
implementing regulations and design standards. The other incentives
are tied to general stages in the development process. Most are
available only after OPM certifies that specified tasks were completed
or conditions met.

1. If OPM approves a proposed IHZ and the town’s zoning
commission adopts it, the town qualifies for a $2,000 grant for
each unit that can be built in the zone. The grants are available
from FYs 08 to 23.

2. The town qualifies for a low-interest loan to develop the
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infrastructure needed to support an IHD. The loans are
available from FYs 08 to 22.

3. Itreceives another grant for each building permit it issues for an
IHD in the zone. The grant is $2,000 for each multifamily unit
and $5,000 for each single-family detached unit. These grants
are also available from FYs 08 to 22.

4. Lastly, the state annually reimburses the town for its net cost of
educating the school children who reside in the IHD. The bill
specifies the formula for calculating reimbursement amount.

The reimbursements are available from FYs 08 to 52.

The bill also provides funds for developers. Nonprofit housing and
development corporations qualify for grants to develop the technical
capacity to plan and implement housing projects. Private developers
qualify for rent subsidies to make units in an IHD affordable to lower-

income people. Developers may also receive notice about state surplus

property.

The bill funds the incentives with appropriations and bond
proceeds. It appropriates $60 million from the FY 07 surplus for
specified grants and OPM’s administrative costs and $68 million over
29 years for these purposes. Lastly, it authorizes the Connecticut
Health and Educational Facilities Authority (CHEFA) to issue up to
$2.7 billion in bonds over 45 years for the incentive grants and the
education reimbursements. The money from these sources must go
into the Housing for Economic Growth Fund, which the bill establishes
in the General Fund.

The bill secures these bonds with state payments to CHEFA. It
specifies that these payments constitute the state’s full faith and credit.

The payments do not constitute debt against the state’s bond cap.

OPM must annually report to the legislature on the status of the
IHZs and their accomplishments. It may recapture grants from towns

that do things to discourage or delay projects in state-approved IHZs.
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The bill establishes a 14-member task force to report on ways to
increase public and private financing for multifamily housing. It must
submit its report to the legislature by January 1, 2008.

The bill requires the economic and community development
commissioner to continue reimbursing New Britain for the tax
abatement it granted to the Interfaith Housing project on Ellis Street
beyond the maximum 40-year statutory period for the reimbursement.
Current law allows towns to abate the taxes on privately owned
housing projects for low- and moderate-income people. It also allows
the commissioner to reimburse towns for the property tax revenue

they lose.

EFFECTIVE DATE: July 1, 2007, expect that the provisions
appropriating FY 07 surplus funds, establishing the task force, and
providing for reimbursement to New Britain for a housing project

beyond the statutory deadline take effect upon passage.

INCENTIVE HOUSING ZONES (IHZS)
§ 1 (11)—Incentive Housing Developments (IHDs)

Towns qualify for the bill’s incentives if they establish zones that
allow IHDs, which can consist entirely of residential units or a mix of
these units and stores, offices, and other uses. In either case, the
residential units can be single-family homes or multi-family dwellings
containing at least three units. But at least 20% of the units must be

affordable to low- and moderate-income people.

People fall in this bracket if they earn no more than 80% of the area’s
median household income, adjusted for family size, as determined by
the U.S. Department of Housing and Urban Development. A unit is
affordable if it costs no more than 30% of a person’s annual income to

live there.

Affordable units must remain that way for at least 30 years.
Developers must comply with this requirement by imposing deeds,
covenants, or other restrictions requiring their owners them to sell or

rent the units only to low-and moderate income people at prices they
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can afford. Developers must record these restrictions in its land

records.

An IHD’s sponsor may impose more stringent affordability
requirements. The sponsor can increase the share of affordable units
and target them to low-income people, such as those earning no more
than 50% of the area median income. It can also require these units to
remain affordable for more than 30 years. In any case, it must
incorporate these requirements in the deeds, covenants, or other
restrictions imposed on the affordable units. The commission cannot

reject a project because the sponsor chose to do this.

An IHD may involve new construction; substantial rehabilitation; or
the conversion of existing commercial, industrial, or institutional

buildings into residences.

§ 2 — Establishing Zones

The town receives the incentives only for IHDs that were developed
in a state-approved incentive housing zone. The town’s zoning
commission must establish the IHZ as an overlay zone. Overlay zones
rest on top of existing zones and wusually impose additional
requirements or restrictions intended to protect the area’s unique
characteristics. Establishing an IHZ does not affect the commission’s
power to adopt or amend regulations under the statutes or a special

act.

Under the bill, the IHZ’s requirements apply only incentive housing
developments proposed in the underlying zone. The IHZ regulations
must designate these developments as permitted uses and allow them
as a matter of right. As such, the zoning commission may deny them
only if they do not meet the requirements specified in the regulations.
(Zoning commissions usually have discretion about whether to allow a

proposed use that is not expressly permitted in a zone.)

The commission may overlay the IHZ over an area: (1) near a
transportation facility; (2) where homes, stores, and offices are located

close together (e.g., village center); or (3) where existing, planned, or
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proposed infrastructure, access to transportation, or underutilized
facilities or locations make the area suitable for IHDs. The IHZ's
regulations may allow projects that mix homes and apartments with
stores, offices, and other nonresidential uses as long as they are

compatible with the bill’s minimum required housing densities.

The IHZ may overlay a local historic district. Conversely, the town
may create an historic district in the IHZ, but the district’s regulations
must be compatible with the IHZ’s. In other words, those regulations
must not be so restrictive as to preclude incentive housing

developments.

The town may establish separate zones and subdivide them into
subzones, but the bill limits the zones’ size. Each zone may cover no
more than 10% of the town’s total land area, and all the zones together

can cover no more than 25% of that area.

The bill specifies the minimum densities the zoning commission
must incorporate in the IHZ regulations. It requires the commission to
allow these densities only on developable land, which generally
excludes parks, wetlands, dedicated open space land, public and
privately owned property slated for public uses, and other land where

restrictions prohibit development. The minimum densities are:
1. six units per acre for single-family detached homes,
2. 10 units per acre for duplex or townhouses, and
3. 20 units per acre for multifamily housing.

Even though the bill sets minimum densities, the commission may
have to set higher ones, depending on permitted densities of the
underlying zone. The IHZ’s densities must be at least 25% greater than
the minimum density of the underlying zone. In other words, the
commission can adopt the bill’s minimum density for single-family
detached homes (i.e.,, six units per acre) if the density for these
structures in the underlying zone is three or fewer units per acre, but

must set a higher minimum density if the density in the underlying
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zone is four or more units per acre.

The bill specifies lower minimum densities for towns with fewer
than 5,000 people according to the most recent federal decennial
census. But these towns cannot adopt these densities without the OPM
secretary’s approval. The reduced densities are four units per acre for
single-family homes, six per acre for duplex or townhouses, and 10
units per acre for multifamily housing.

The secretary may approve these lower densities if the town can
show that the proposed IHZ lacks the sewage disposal; water supply;
road system; and other existing, substantial infrastructure needed to
support housing at the higher minimum densities. The secretary must
allow the lower densities if the proposed IHZ meets the bill’s other

requirements.

The zoning commission must treat the densities as objective criteria
used to approve site plans or subdivisions. It cannot impose special
conditions, requirements, and standards on projects meeting the
minimum densities as it can on applications for special permits or

exceptions.

§ 1(13) — Incentive Housing Sponsors

Several types of entities can sponsor an IHD. The sponsor can be
the owner or developer who acquired or constructed the development,
the one who operates it, any other appropriate entity, or a person who
owns or occupies a unit in the IHD. The sponsor can also be the town

acting as the trustee, agent, or representative of these entities.

§ 3— Adopting Design Standards for the IHZ
The IHZ’s regulations may include design standards, which the

commission must submit to the OPM secretary for approval. The
standards may insure that a proposed new development complements
existing buildings and structures and the zone’s housing plan. They
may do so by addressing building scale and proportion; site coverage;
street and sidewalk alignment, width, and grade; type and location of
infrastructure; building locations and garage entrances; off-street
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parking; significant natural sites; location and design of open spaces;

signage; and setbacks and buffering.

The standards cannot increase development costs to the point where
low- and moderate-income people cannot afford the units reserved for
them. As discussed below, the secretary may disapprove a proposed
IHZ if the standards could have this effect. This is the only reason why

he may disapprove the standards.

§ 2(c) & (d) — Existing Regulatory Standards

The IHZ's standards are in addition to those of the underlying zone,
and a proposed IHD must comply with these as well. But the bill
allows the commission to modify, waive, or delete those standards of
the underlying zone that mainly govern where structures can be
placed on a lot. These include building height limits, the minimum
distances between structures and roads, the minimum amount of space
a structure must cover on a lot, the number of parking spaces per

structure, and road design standards.

An IHD that includes subdividing land for building detached
single-family homes must comply with the town’s subdivision
regulations. In these cases, the bill requires the zoning commission to
make a written finding that the subdivision regulations will not cancel
out the economic benefits of building more units per acre than

normally allowed.

The zoning commission must do its best to promote subdivision
regulations that further the IHZ’s purpose. But its ability to do so
depends on whether the town placed the zoning and subdivision
functions under one roof. If the zoning and planning commissions are
separate, then the zoning commission must encourage the planning
commission to adopt cluster regulations, zero lot-line requirements,
and other requirements that tend to reduce development costs and
make housing more affordable. If the commissions are combined, then

the combine commission must adopt these subdivision standards.

§§ 4&5 — State Approval for Proposed IHZs
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The town becomes eligible for the incentives only after the OPM

secretary approves the proposed IHZ in a two-step process. The town

must first apply to the secretary for a preliminary determination as to

whether the proposed IHZ qualifies it for the zone adoption, building

permit, and education cost reimbursement grants described below.

The application must:

—_

identify and describe the proposed IHZ's boundaries;

identify, describe, and calculate the amount of developable land

in the zone;

identify and describe existing and potential residential
development and potential reuse of existing or underutilized

buildings in the zone; and

calculate the number of residential units that may be
constructed in the zone under the proposed implementing

regulations.

The application must include:

1.

copies of the IHZ regulations and design standards and, if the
zone includes unsubdivided parcels, the subdivision

regulations;

a copy of the restrictions to be imposed on the affordable units
in an IHD and the plan for administering and enforcing those

restrictions;

a plan describing the zone if it were fully developed under

those regulations (i.e., build-out analysis).

The plan must describe the zone and how the town intends to

develop it. Specifically, it must describe:

1.

the infrastructure that already exists in the zone and the

infrastructure the town plans to construct,
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2. the extent to which the proposed IHZ is compatible with other

proposed and existing uses, and

3. how the town will support and promote the type of residential

development the zone’s regulations allow.

The secretary must reply to the town within 60 days after receiving
its application. The bill implicitly allows people and organizations to
be notified when a town requests a preliminary determination of
eligibility. A party can receive notice by submitting a written request
to the secretary, along with its e-mail address. At least 30 days before
responding to the town, he must electronically notify all parties that

requested the notice.

The secretary must deny the town’s application if the proposed IHZ
or its design standards fails to meet the bill’s criteria. It also requires
him to deny the application if the zone’s regulations and design
standards would make government funded projects, including those
receiving rent subsidies, physically or economically infeasible. But he
cannot reject an application on these grounds if a developer tells him
in writing that the standards will not have this effect. The developer’s
statement counts only if he has submitted an IHD application to the

commission or intends to do so.

If the secretary does not reply within the 60-day period, the
application is rejected but the town may reapply for a preliminary
determination. If the secretary determines that the proposed IHZ does
not satisfy the bill’s criteria, he must explain why in his written reply
to the town. The town can reapply, but only after it addresses the

secretary’s reasons for denying the previous application.

If the secretary approves the proposed regulations and design
standards, he must send it a preliminary letter of eligibility. The
second step occurs after the zoning commission adopts them. The
town must notify the secretary to that effect and request final approval.
Within 30 days after receiving the town’s notice, the secretary must

send a letter to the town granting that approval. But, if he does not
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respond with 30 days, he tacitly denies final approval, in which case

the town must reapply for a preliminary determination of eligibility.

The zoning commission cannot amend the regulations and design
standards without the secretary’s approval. The process for approving
them is the same as the one for approving the original regulations and
standards. But the secretary has 45 instead of 60 days to decide
whether to issue the preliminary letter of eligibility for proposed

amendments to the design standards.

§ 9(9) — Appeals
Under the bill, parties can appeal to Superior Court the

commission’s decisions to (1) adopt or amend IHZ regulations and
design standards and (2) approve the IHD site plan or subdivision
applications. They may do so according to the same statutory
procedures for appealing zoning and planning commission decisions,

but the bill adds other procedural requirements.

The court must order each appealing party to post a bond if the
town, the zoning or planning commission, or the applicant makes a
motion to that effect. It must set the bond at an amount that will cover
the town’s anticipated attorney fees and costs and, if applicable, the
applicant’s actual or anticipated costs of carrying and maintaining the
property for one year. The one-year period must have been specified
in an affidavit filed with the court. The bond must be forfeited if the

appellant does not substantially prevail in the appeal.

The court must transfer the appeal to the New Britain judicial
district if any of the defendants move to do so after the return date.
The chief court administrator must assign the appeal to one of the
judges designated to hear appeals under the affordable housing land

use appeals procedure.

Lastly, the court must treat the appeal as a privileged case and hear

it as soon after the return day as is practicable.

§ 6 — Annual Compliance Certification
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The town can approve projects under the IHZ and qualify for
incentives only after the secretary grants final approval to the zone’s
regulations and design standards and any subsequent amendments.
But the secretary must annually certify that the town remains eligible
to receive the multi-year housing education cost reimbursement and
avoid repaying any other incentives it already received. He must adopt

procedures for obtaining that certification.
To obtain certification, the town must verify that:

1. the zoning commission did not amend or repeal the IHZ
regulations or design standards without the secretary’s

approval;
2. the secretary did not revoke the zone’s approval;

3. the town is making reasonable efforts to assist and promote

IHDs and housing construction in the zone;

4. the commission did not unreasonably deny site plan,
subdivision, or necessary coordinating permits and approval;

and

5. it denied approval only when applicants failed to provide the

information needed to approve a proposed development.

If the town verifies these facts within the time the secretary’s
procedures require, the secretary must issue a certificate of compliance
by October 1. If the secretary finds that the town is not in compliance,
he may revoke its certificate after holding a hearing on the issue. In
doing so, he must follow the statutory procedures for conducting
public hearings. The revocation affects only the town’s eligibility for
incentives; it does not invalidate the IHZ regulations or the way the

commission has applied them to approved proposed projects.

§ 9 — Approving a Proposed IHD

The bill requires the zoning commission (or combined planning and

zoning commission) to review and approve proposed IHDs under the
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same schedules and procedures for reviewing and approving
proposed projects under the zoning and subdivision statutes. But the
commission must prepare an application form specifically for
reviewing and approving IHDs, and that form must be consistent with

the bill’s requirements.

The bill allows the commission to conduct planning meetings or
workshops on IHZs or projects. In doing so, it must comply with the
Freedom of Information Act’s public meetings and information

disclosure requirements.

The bill allows the commission to hold a public hearing on a site
plan or subdivision application for an IHD. The law already allows
commissions to decide whether to hold a hearing on these

applications.

The IHZ's regulations may allow the commission to impose fees to
hire outside consultants needed to review an application’s technical
aspects. The commission must deposit the fees in a separate account
and use the money only to pay the consultants. It must return any
unspent funds, plus accrued interest, to the applicant within 45 days

after the consultants complete their review.

The regulations may also allow the commission to refer IHD site
plan or subdivision applications to other agencies, boards, and
commissions for comment. By law, the commission must refer refer
any application that affects a wetlands to the inland wetlands agency
(CGS §§ 8-3(g) and 8-26).

These entities must comment on these referrals under the same the
statutory deadlines for commenting on site plans or subdivision
applications referred to them. The deadline for an inland wetlands
agency depends on whether it holds a hearing on the application. If
the agency chooses to hold a hearing, it has up to 165 days from
receiving the application to make decision. If the agency chooses not
to hold a hearing, it must act within 65 days from when it received the

application.
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The bill limits the extent to which the commission can approve an
IHD with conditions. The commission may impose conditions needed
only to insure that the developer substantially complies with the
zone’s regulations; design standards; and, if applicable, subdivision
regulations. It may also impose conditions needed to mitigate any of

the IHD's extraordinary adverse effects on nearby properties.
The bill allows the commission to deny an IHD application only if:
1. it fails to meet the zone’s regulations,

2. the applicant’s failure to submit the required fees and
information prevented the commission from adequately and
timely reviewing the project’s design and identifying its

development impacts, and

3. it is impossible to adequately mitigate the project’s adverse

effects on nearby property in a way the applicant accepts.

The bill’s requirements for completing an IHD or renewing its
approval are the same as those under the law. If the project involves
fewer than 400 dwelling units, the developer has five years to finish
the work. The commission may extend this deadline for up to 10 years
from when it approved the site plan. If the project involves 400 or more

units, the developer has 10 years to complete it.

But the bill specifies conditions under which the commission must
extend an IHD’s completion deadline. If the developer appealed the
commission’s decision regarding the project, the commission must
extend the deadline by the time needed to resolve the appeal. The
commission must also extend the deadline if (1) the applicant is
actively pursuing other required permits or cannot complete the work
on time for good cause or (2) it allowed for this when it approved the
project.

The bill prevents a developer from using the affordable housing
land use appeals procedure when proposing an IHD. The procedure

allows a developer to appeal a town’s decision rejecting an affordable
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housing project to Superior Court under rules that require the town to
defend its decision. The bill bans the developer from submitting an
application under that procedure if he or she submitted it under the
IHZ regulations. It also prohibits the developer from using the
procedure to appeal the commission’s decision regarding the proposed
IHD.

INCENTIVES

The bill funds the following incentives with FY 07 surplus funds,
CHEFA bonds, and General Fund appropriations and establishes a
nonlapsing fund in the General Fund where these monies must be
deposited.

§ 16 — Planning Grants for Towns

The bill authorizes grants to towns for planning IHZs, drafting
implementing regulations and design standards, and reviewing and
revising applicable subdivision regulations. Towns can also use the
grants to prepare the information they must submit to the secretary
when applying for preliminary or final eligibility. The secretary must

adopt regulatory procedures and criteria for awarding the grants.

§ 17 — Technical Assistance Grants for Nonprofit Housing or
Development Organizations

The bill authorizes secretary to make grants to nonprofit housing or
development organizations to develop the technical capacity to plan
and implement IHDs. The secretary must adopt regulatory procedures

and criteria for awarding the grants.

§ 7(a)&(c) — Zone Adoption Grants

The bill authorizes grants to towns where the zoning commission
adopted IHZ regulations and design standards. The secretary must
pay the grants after he confirms that the commission did so. The grant
must equal $2,000 for each unit that can be built in the zone as part of
an IHD. Units developed specifically for older persons under federal

or state law do not qualify for grants.

§ 18 — Infrastructure Loans
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Towns can apply for infrastructure loans after the secretary grants
final approval to their IHZs. A town must use the loan to develop
infrastructure needed to support an IHD. Consequently, this includes
developing infrastructure outside the IHZ site if it supports the IHD
(e.g., connecting the IHD to an off-site sewer line). Infrastructure work

includes:
1. constructing, renovating, repairing, or resurfacing roads;
2. improving sidewalks and pavements;
3. installing street lights and signs;

4. constructing, renovating, enlarging, or repairing sewage
treatment plants and sanitary or storm, water, or sewer lines,

including separation lines;

5. constructing, renovating, enlarging, or repairing dams, bridges,
flood control projects, and water mains; and

6. managing floodplains and implementing mitigation measures.

The loans can cover only labor and material costs. They may not
cover ordinary repairs or ongoing maintenance to existing
infrastructure that is not being renovated or repaired to support the
IHD.

The loan amount equals $750 for each unit that can be built in the
zone. The interest rate is 1% per year and the repayment term is 15
years. The repayments go into the fund the bill establishes to make the
incentive payments (see below).

The town must apply to the OPM secretary for the loan on a form he
prescribes. The secretary must act on the application within 45 days
after receiving it. In applying for the loan, the town must certify that it
will use the money to construct or improve infrastructure benefiting an
IHD. If the town intends to use the loan to develop infrastructure

outside an IHZ, the application must describe how the infrastructure
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will benefit an IHD. The application must also provide any other

certification the secretary requests.

Within available resources, the secretary must authorize the loan if
the infrastructure project meets the bill’s criteria and any other
requirements he imposes. If there are not enough funds for each loan
request, the secretary must choose those requests supporting proposed
IHDs that cannot process without infrastructure improvements.

Towns receiving infrastructure loans must comply with the bill’s
record keeping requirements. A town must keep detailed accounting
records for at least three years from when it completed the
infrastructure work. The secretary must notify the town’s chief
executive officer in writing if he determines that the town failed to
keep the required records or used the funds for other things besides
the infrastructure improvements. In these situations, he can require the
town to promptly pay the state the loan amount plus 18% interest per

year.

§ 7(b) — Building Permit Grants

The bill also authorizes grants to towns for each building permit
they issue in an IHD. The grant equals $2,000 for each multifamily,
duplex, and townhouse unit and $5,000 for each single-family
detached unit.

The OPM secretary must pay the grants after a town submits proof
that it issued the permits. First he must verify that no one appealed or
challenged this action. He must pay the grants within 60 days after
receiving proof that the permits were issued and no one appealed or

challenged them.

Units developed specifically for older persons under federal or state

law do not qualify for grants.

§ 19 — Rental Assistance Payments

The bill authorizes the economic and community development

commissioner to subsidize rents for low-income people in new,
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privately owned IHDs. The subsidies go to sponsors, who must apply
them to units occupied by households earning no more than 50% of the
area median income. These “project-based” subsidies must attach to

these units for at least 30 years.

The commissioner must provide the subsidies within available
resources to developers who request them. He must do so under a
contract that ties the subsidies to a specified number of reserved units.
The commissioner must consult with the secretary when negotiating
the contract. The funds for the subsidies must come from the bonds

the bill authorizes for this and other purposes (see below).

The bill allows the commissioner to subsidize up to 10% of the new
rental units in an IHD. He may, within available funds, subsidize
more, but the bill caps the number of units he can subsidize statewide

at 5% of all newly constructed IHD rental units.

The commissioner must adopt regulations for administering the
subsidies. He must establish maximum eligibility guidelines and the
maximum rents that the sponsor can charge. In setting the maximum
rents, the commissioner must insure that the subsidy is used to reduce
the rent to a level the tenant can afford. The regulations must also
specify the criteria the commissioner must use to determine the
subsidy’s amount, which must equal the difference between 30% of the
tenant’s adjusted gross income minus a utility allowance, and the
contract rent.

§ 8 — Education Cost Reimbursements

The bill requires the state to annually reimburse towns for some of
the costs they incur to educate children living in IHDs. It funds these
reimbursements out of the proceeds of the bonds the bill authorizes
CHEFA to issue (see below).

A town’s annual reimbursement is based on the number of children
between ages five and 17 who reside in an approved IHD and attend
public schools. The town must annually identify these children and
include them in the data it submits annually for the state to use to
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calculate the town’s annual education equalization grant. The town
must annually update the data to account for children who moved into
or out of an IHD. The reimbursement for the subsequent fiscal year

will reflect the number of children identified.

The reimbursement equals the amount the town spends to educate
the children in the IHDs with property tax revenues, and the bill

specifies a formula for determining that amount.

1. The town determines the cost for educating all school children
(i.e., “eligible education costs) by calculating its regular
program expenditures as it does for education cost sharing
grants. It adds to that total the amount it spent on special
education and public transportation for the prior year. The town
subtracts from this sum all state aid, federal tuition, and other
revenue it received for special education and public
transportation. (Towns participating in a regional school district
base their share of these costs on their share of the district’s total

enrollment.)

2. The town divides the eligible education costs by the number of
resident students to determine the eligible education cost per

student.

3. It multiplies that cost by the number of students identified as
residing in the IHD.

4. The town must subtract the increase in state education cost
sharing funds attributed to the children residing in the IHD and

half of the new property revenue it generates.

The town begins receiving the reimbursements in the fiscal year
after the submitting the data that identified the children in the IHD
which is done on December 1. It continues receiving reimbursements
for these children as long as they reside in the IHD. The town must
certify the number of children to CHEFA so that it can issue enough
bonds to fund the reimbursements. The OPM secretary must pay the
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grant within 60 days after receiving the information identifying the
children in the IHD.

Unit developed specifically for older persons under federal or state
law do not qualify for grants. It is not clear if this requirement has any
effect since households with children cannot reside in these units.

§§ 20, 21, & 22 — Other Benefits

The bill creates a mechanism through which the state must notify
potential IHD developers about surplus state property. Current law
requires the public works commissioner to notify the town where the
state property is located and the legislators representing the town. To
receive notice, a developer must register with the economic and

community development commissioner.

The bill also exempts the incentives from two regulatory review
requirements. Current law requires the secretary to advise the State
Bond Commission about whether state-funded development projects
conform to the State Plan of Conservation and Development. The bill
exempts him from doing this when making zone adoption and
building permit grants and housing education cost reimbursements.
The bill also exempts the secretary from preparing a capital
development impact statement when paying these grants and

reimbursements.

FUNDING PLAN
§ 14 — Housing for Economic Growth Fund

The bill funds the incentives with General Fund appropriations and
bond proceeds. It establishes a separate nonlapsing fund in the
General Fund to hold this money and allows the treasurer to organize
it into accounts and subaccounts. This fund, the Housing for Economic

Growth Fund, must contain:

1. any money the state appropriates for the zone adoption and
building permit grants and the housing education cost

reimbursements,
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2. repayments on housing infrastructure loans,

3. money the towns must repay to the state if they fail to comply
with the bill’s requirements,

4. the proceeds from the CHEFA bonds minus the cost of issuing
these bonds, and

5. any investment income the fund earns.

The bill specifies how the treasurer may invest the fund’s assets
before they are needed to fund the incentives. She may invest the
assets in securities and investments of commercial banks or trust
companies, participation certificates in the Short Term Investment
Fund, and participation units in combined investment funds. She must
credit the proceeds from these investments to the fund.

§§ 12, 15, & 24 — Funding Sources and Allocations

The bill funds the incentives with a combination of FY 07 surplus
funds, CHEFA bonds, and General Fund appropriations in FYs 08 to
37. It appropriates $60 million in FY 07 surplus funds. It authorizes up
to $2.7 billion in CHEFA bonds in two series: up to $355 million until
FY 23 and up to $2.330 billion until FY 52. Lastly, it appropriates about
$68 million over 29 years. Table 1 shows how the bill apportions these
funds among the incentives.

Table 1: Funding Plan

Incentive $60 million FY 08-37
Appropriation from CHEFA Bonds (§§ Appropriations (§ 15
FY 07 Surplus (§§ 12(a) and 15(c)) (@)
15(a) and (b) and 24)
Annual Administrative | Eligible use Not Eligible e $3 million/year in
Costs FYs 08-17
Planning Grants Eligible use Not Eligible e  $1.5 million/year
Technical Assistance Eligible use Not Eligible FYs 18-22
Grants e $750,000/year
FYs 23-37
(Administrative costs
include OPM’s cost of
administering grants
and CHEFA cost of
issuing bonds)
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Zone Adoption Grants

Building Permit Grants

Unspecified portion of
the $60 million can be
used for the zone
adoption and building
permit grants only in
FYs 08, 09, and 10

CHEFA can issue up to
$355 million in bonds
from FY 08-FY 23 to
fund the zoning
adopting and building
permit grants

$10 million/year for FYs
08-10

Infrastructure Loans

Unspecified portion of
$60 million FY 07
surplus can be used for
infrastructure loans
From FYs 08-22, up to
$6 million per year from
fund balances,
investment earnings,
and infrastructure loan
repayments can be
used to make
infrastructure loans

Not Eligible

Rental Subsidies

Education Cost

Reimbursements

Not Eligible

CHEFA can issue up to
$2.330 billion until FY
52 to fund the rental
subsidies and housing
education cost
reimbursements

Not Eligible

The $60 million FY 07 appropriation is from the General Fund

surplus that the comptroller certifies on or before September 15, 2007.
These funds, together with the interest they earn and the infrastructure

loan repayments, must be used for the purposes specified in Table 1.

§§ 13 and 12 — Bond Issuance
The bill authorizes CHEFA to issue approximately $2.7 billion in

bonds over 45 years and backs them with state assistance payments.
CHEFA must deposit the proceeds in the Housing for Economic
Growth Fund and use the state assistance payments to (1) cover its
costs of issuing the bonds and (2) repay the bond holders. The bill
implicitly authorizes the state to contract with the bond holders under
which (1) the state must appropriate the amounts needed to pay the
bond holders on time and (2) the treasurer must pay these amounts.

Consequently, the bonds constitute a special obligation of the
authority and cannot be repaid from any of its funds. Neither CHEFA
nor the state is liable for repaying the bonds except from state

assistance payments. The bonds do not count toward the state’s
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bonding cap.

CHEFA may pledge the assistance as security for these bonds or any
bonds it issues to repay them (i.e., refunding bonds). The bill also
pledges to the bond holders that the state will not revoke, amend, or
alter CHEFA'’s rights or its contract with CHEFA until all the bonds are
paid and obligations met. CHEFA can include this pledge in its
contracts with the bondholder.

CHEFA can issue bonds only with the treasurer and the OPM
secretary’s approval. The secretary’s approval for issuing bonds in the
first series depends on towns establishing zones and issuing permits
for IHDs. His approval for issuing bonds in the second tranch
depends on IHD developers applying for rent subsidies and school
children residing in IHDs.

CHEFA can secure the bonds by entering into a trust agreement
with a bank or trust company. But the bill seems to contain contrary
provisions about its ability to do so when issuing bonds to a town or a
developer in a private bond sale. On the one hand, it prohibits CHEFA
from acting as trustee in this situation. But it also specifies that
CHEFA, as a trustee, has the right, power, and authority to enforce the
state’s obligations under the contract providing the assistance
payments.

§ 12 — Private Sales to Towns and Developers

The bill allows CHEFA to issue the bonds in a private sale to towns
and private developers in exchange for commitments to establish IHZs
or develop the zones, respectively. CHEFA can accept these
commitments in lieu of cash or other payments if the secretary certifies
doing so meets the bill’s requirements.

CHEFA can issue the bonds for the zone adopting and building
permit grants if a town agrees to establish and develop an IHZ. It can
also sell the bonds for the education cost reimbursements to the town
in exchange for the construction of housing units within the zone to be
occupied by “eligible students.” CHEFA can do this, with the
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secretary’s approval, even if no children reside in the units when it

issues the bonds.

CHEFA can issue the bonds for rental subsidies to a sponsor or,
with the secretary’s approval, the sponsor’s assignee, if the sponsor or
assignee agrees to construct housing in an IHZ and comply with its

requirements.

CHEFA must issue the bonds as capital appreciation bonds. The
interest on these types of bonds is compounded at a stated rate. They
are also paid only when they mature or before they are redeemed.
Before CHEFA can issue these bonds, it must specify the redemption
terms, and the town or developer must agree to them. The
bondholders can transfer the bonds only if CHEFA defaults on the

principal and interest payments.

§ 13 — State Assistance Payments Constitute State’s Full Faith
and Credit Obligation

The bill requires the state to pay CHEFA the amounts needed to
retire the bonds when they are due. The treasurer and the OPM
secretary must contract with CHEFA to make these payments. Any
contractual provision requiring these timely payments constitutes “a
full faith and credit obligation of the state.”

The treasurer and the OPM secretary must execute the contract if
the State Bond Commission authorizes them to do so. The contract
must include any provisions the treasurer and the secretary think are
needed to achieve the bill’s goals. It must also allow direct payments
to the bonds’ trustee or paying agent. The treasurer and the secretary
can amend the contract to have the state pay CHEFA for the cost of

issuing refunding bonds.

OVERSIGHT
§ 10 — Annual Report

The secretary must administer, review, and report on the incentive
housing zone program. These duties include reporting annually to the

legislature on its accomplishments. The first report is due January 1,
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2009. Each report must cover the prior fiscal year and:

1. identify and describe the towns that submitted IHZs to the
commissioner for approval;

2. identify the zones he approved and the schedule for paying the
incentives associated with these zones;

3. summarize the amount of land zoned for different types of
developments in the proposed and approved zones;

4. summarize the number and type of proposed residential units
in the zones, the number of building permits issued for these

units, and the number and type of completed units;

5. indicate the type and amount of incentive payments made to
each town; and,

6. for the current and next fiscal years, estimate the number and
size of proposed new zones, the number that may be approved
during that period, the anticipated number of residential units
allowed in these zones, and the projected number of units to be
built during the period.

Towns must provide any data the secretary needs to prepare the

report.

§ 11 — Recapturing Incentive Payments

The bill sets conditions under which the secretary can require a
town to repay the grants and housing education cost reimbursements
it received. He can do this if he finds that the town arbitrarily or
unreasonably delayed IHDs; discouraged them; or imposed arbitrary
or unreasonable standards, requirements, and barriers on proposed
IHDs after he approved the zone. The secretary must adopt
implementing regulations, which must include notice and hearing

requirements.

§ 23 — HOUSING FINANCE TASK FORCE
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Membership

The bill establishes a 14-member task force to study how to increase
public and private financing for housing. The members include the
economic and community development commissioner, the
Connecticut Housing Finance Authority chairman, the treasurer, and
the chairmen and ranking members of the Housing Committee or their
respective designees. Table 2 shows the appointed members and the

appointing authority.

Table 2: Task Force Members and Appointing Authority

Member Appointing Authority

Affordable housing advocate

House speaker

Representative of a town with
population over 100,000

Senate president pro tempore

For-profit housing developer

House majority leader

Nonprofit housing developer

Senate Majority Leader

Banking industry representative

House minority leader

experienced in multifamily housing
financing

Representative of a town with
population under 100,000

Senate minority leader

The appointing authorities must make their appointments within 30

days after the bill’s passage. They must fill any subsequent vacancies.

The Housing Committee chairpersons must chair the task force and
schedule its first meeting, which must be held no later than 60 days

after the provisions establishing the task force take effect.

Duties

The study must evaluate:

1. establishing uniform standards for financing multifamily

housing,
2. expanding loan guarantees,

3. using mortgage insurance and Connecticut Housing Finance
Authority credit enhancements to significantly expand public

and private housing financing,
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4. enhancing the existing affordable housing and historic

preservation tax credits to promote housing renovation,
5. expanding the supply of project-based rental subsidies,

6. coordinating financing to increase the use of the 4% federal

housing tax credit,

7. encouraging towns to use federal community development
block grants to leverage additional financing for affordable

housing, and

8. providing funds for including housing in intermodal

transportation centers and transportation oriented designs.

The task force must submit its findings and recommendations to the
Housing Committee by January 1, 2008. It terminates on that date or

the date it submits its report, whichever is sooner.

COMMITTEE ACTION

Planning and Development Committee

Joint Favorable Substitute Change of Reference
Yea 18 Nay 0 (03/23/2007)

Finance, Revenue and Bonding Committee

Joint Favorable Substitute
Yea 49 Nay 4 (04/17/2007)
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