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Brief*

Senate Sub. for HB 2541 would provide $4.0 million
annually for housing grants, initially targeting communities that
suffered recent disasters, and later expanding eligibility in 2010
to include all rural cities.  The Kansas Housing Resources
Corporation of the Kansas Development Finance Authority
would be designated to implement and administer a grant
program for cities.  The program would be incorporated into the
Rural Housing Incentive District Act and several modifications
would be made in KSA 12-5241 et seq. to reflect the statutory
changes proposed in the bill.

The bill would allow cities located in a disaster area to
designate an area as a rural housing incentive district, without
conducting a public hearing or receiving approval from the
Secretary of Commerce, as is required by current law.  The bill
initially would limit grants to cities in designated disaster areas
until June 30, 2010.  On and after July 1, 2010, grant funds
would be available for rural cities meeting only a population
requirement until June 30, 2015.  In order for a city to be
eligible to receive a grant, it would have to provide matching
funds of at least 10.0 percent for construction or rehabilitation
of infrastructure projects as defined in the bill, and at least 50.0
percent for any other type of projects.  The bill would limit grant
awards to $50,000 for single-family residential dwellings.  Cities
receiving grant money would be required to submit annual
performance reports to the Kansas Housing Resources
Corporation regarding the use of grant funds.
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The bill would take effect upon its publication in the
Kansas Register, with initial financing to be transferred from the
State General Fund to the State Housing Trust Fund during FY
2008 which ends on June 30, 2008.  Beginning in FY 2009,
transfers of $4.0 million annually would be from the Expanded
Lottery Act Revenues Fund.

The provisions establishing the housing grants program
would expire on July 1, 2015.

Background

2007 HB 2541, as passed by the House, was an
appropriations bill for FY 2007.  The Senate Committee
substituted the contents of 2008 SB 417, as passed by the
Senate, to replace the House contents of the bill.

Current statutes (KSA 12-5241 et seq.) authorize a Rural
Housing Incentive District Program.  The law provides a
process for both cities and counties to assist directly in the
financing of public improvements in support of housing in rural
areas experiencing a housing shortage.  The Rural Housing
Incentive District Program is administered by the Division of
Housing in the Kansas Development Finance Authority (KDFA).
Senate Sub. for HB 2541 would establish a new housing
development grant program only for cities and would be
administered by the Kansas Housing Resources Corporation
(KHRC) which was established by the KDFA.  The new grant
program would allow cities with a population of less than 40,000
situated in a county with less than 60,000 people to request
grant funding for new housing development activities located in
a rural housing incentive district.  The bill defines housing
development activities as the construction or rehabilitation of
infrastructure necessary to support construction of new
residential dwellings and the construction of residential
dwellings, if the construction is conducted by a city housing
authority.  The bill would finance this new program with an
annual $4.0 million transfer.
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The KHRC fiscal note indicates that the administrative
costs of managing the new grant program, including the costs
to hire an additional full-time employee to serve as program
manager, would be approximately $80,000.  The administrative
expenses incurred by the KHRC are proposed to be paid from
the annual $4.0 million transfer, with the remainder of funds to
be made available for the housing development grants.  The
Governor recommends a transfer in FY 2009 of $3.0 million
from the ELARF to the State Housing Trust Fund for the same
purposes as defined in this bill.

Conferees in the Senate Ways and Means Committee
appearing in support of SB 417 included Senator Derek
Schmidt and Representative Dennis McKinney; representatives
of numerous local governments, including Coffeyville, Chanute,
Erie, Greensburg, Independence, Iola,  Montgomery County,
and Neodesha; and representatives of other organizations,
including the Greensburg/Kiowa County Economic
Development Agency, the Coffey County Housing Authority, the
Greater Kansas City Local Initiatives Support Corporation, and
the Kansas Development Finance Authority.

The Senate Ways and Means Committee amended SB
417 to change the $4.0 million financing from the State Gaming
Revenues Fund to the State General Fund in FY 2008 and to
the Expanded Lottery Act Revenues Fund (ELARF) in FY 2009
and subsequent years.  In addition, the Senate Committee
changed the initial four years to three years for the program to
apply only to disaster areas.  Finally, the Senate Committee
changed the fund that would receive the financing to the State
Housing Trust Fund, rather than the proposed new fund, the
Housing Development Grant Program Fund.  The State
Housing Trust Fund was established previously in the State
Treasury and is administered by the Housing Division of KDFA.

The Senate Committee of the Whole amended the bill to
include a sunset date of July 1, 2015 for the new housing grant
program.
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All Senate amendments are included in Senate Sub. for
HB 2541, as recommended.
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