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Date of Hearing:   June 24, 2026 

ASSEMBLY COMMITTEE ON HOUSING AND COMMUNITY DEVELOPMENT 

Matt Haney, Chair 

SB 1003 (Grayson) – As Amended May 14, 2026 

SENATE VOTE:  32-7 

SUBJECT:  Prohousing enhanced infrastructure financing districts 

SUMMARY: Creates a subset of enhanced infrastructure financing districts called Prohousing 

Enhanced Infrastructure Financing Districts (PEIFDs). Specifically, this bill: 

1) Defines “lower income households”, “persons and families of low or moderate income”, 

“prohousing jurisdiction”, and “very low income households” pursuant to existing law. 

2) Defines “PEIFD” to mean an enhanced infrastructure financing district (EIFD) that meets the 

requirements established in this bill. 

3) Authorizes a prohousing jurisdiction to establish a PEIFD by doing all of the following: 

a) Adopting a resolution, as specified; 

b) Finding by resolution that it is in compliance with existing law related to affirmatively 

furthering fair housing; and 

c) Adopting an infrastructure financing plan (IFP) that requires both of the following: 

i) A review to ensure compliance with the requirements outlined in 3) every 10 years; 

and 

ii) Either of the following: 

(1) At least 20% of any new housing units constructed or rehabilitated in the PEIFD 

will be affordable to persons and families of low or moderate income and at least 

6% of new units will be affordable to very low income households. 

(2) At least 30% of the total project area will be affordable to lower income 

households within 20 years of establishment of the PEIFD. 

4) Specifies that all of the following apply to a PEIFD: 

a) The PEIFD shall require, by recorded covenants or restrictions, that affordable units 

financed pursuant to this bill remain available at the applicable required affordable 

housing costs for the longest feasible time, but not less than 55 years for rental units and 

45 years for owner-occupied units. 

b) EIFD Law except that a PEIFD shall not finance highways or interchanges. 

5) Provides that the public financing authority of the PEIFD shall include both of the following 

in the annual report required by EIFD Law: 
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a) The compliance review described in 3), above, in the years when that review is 

conducted; and 

b) The progress in complying with affordable housing obligations. 

6) Prohibits a city or county from terminating a PEIFD if the district has not complied with its 

affordable housing obligations. 

7) Specifies that a city or county that has established a PEIFD that has its prohousing 

designation revoked shall make a diligent effort to remedy that status within 120 days of 

revocation. 

8) Provides that a prohousing jurisdiction shall receive enhanced points or preference beyond 

the baseline provided for other prohousing designated jurisdictions for both of the following: 

a) If the jurisdiction has established a PEIFD; and 

b) An eligible project located within a PEIFD. 

9) Provides that funding awarded to a jurisdiction that has established a PEIFD, or to an eligible 

project located within one of those districts, may be used for infrastructure components that 

directly support, strengthen, or accelerate implementation of the district, including house-

enabling infrastructure, but only to the extent consistent with the requirements of the program 

pursuant to which funding was awarded. 

10) Adds to the list of “prohousing local policies” the establishment of a PEIFD.  

11) Contains findings and declarations to support its purposes. 

EXISTING LAW:    

1) Authorizes local governments to create EIFDs and to use tax increment financing to finance 

public capital facilities or other specified projects. (Government Code (GOV) 53398.51.1) 

 

2) Requires EIFD membership to consist of one of the following:  

 

a) If an EIFD has only one participating taxing entity, membership shall consist of three 

members of the legislative body of the participating entity and two members of the public 

chosen by the legislative body; and 

  

3) If an EIFD has two or more participating affected taxing entities, membership shall 

consist of a majority of members from the legislative bodies of the participating entities, 

and a minimum of two members of the public chosen by the legislative bodies of the 

participating entities. (GOV 53398.51.1) 

 

4) Establishes procedures for the adoption of an EIFD plan, as follows: 

a) Requires a legislative body to adopt a resolution of intention to establish a proposed 

district prior to establishing an EIFD. This resolution must include, among other things, a 

statement that an EIFD is proposed to be established, and a description of the district’s 



SB 1003 

 Page  3 

boundaries, which may reference a map; 

 

b) Authorizes the EIFD to purchase, construct, or improve of real property or maintain 

public facilities, as specified, among other powers; 

 

c) Requires a designated official to prepare a proposed EIFD plan, which shall contain, 

among other things, a financing section, as specified; 

 

d) Requires the EIFD plan and any required CEQA reports to be sent to each property 

owner within the proposed EIFD and to each taxing entity, as specified; and 

 

e) Requires the public financing authority to review the EIFD plan at least annually and 

authorizes the authority to make amendments as needed. (GOV 53398.59) 

 

FISCAL EFFECT: Unknown.  

COMMENTS:   

Author’s Statement:  According to the author, “While many state programs exist to support 

affordable housing construction, there are fewer programs available that help to provide funding 

for infill infrastructure. SB 1003 establishes Pro-Housing Enhanced Infrastructure Districts 

which would support local jurisdictions to build infrastructure for infill housing. This bill will 

help create an incentive structure that will provide additional benefits to local jurisdictions who 

create pro-housing enhanced infrastructure districts, or PEIFD.  Under this program, local 

jurisdictions will be able to create Pro-Housing Enhanced Infrastructure Financing Districts 

(PEIFDs). If a local jurisdiction creates a PEIFD, they will receive additional points towards 

programs that can help provide support for housing related infrastructure. By creating PEIFDs, 

this ensures greater accountability for development projects, while reducing costs upfront. 

Ultimately SB 1003 will help unlock housing, leverage local investment, and generate lasting 

returns.” 

 

Redevelopment: Prior to the passage of Proposition 13, which both limited the maximum amount 

of any ad valorem tax on real property at 1% of full cash value, and imposed voter approval 

requirements for local taxes, local governments used property taxes to pay for needed 

infrastructure. After Proposition 13, local governments began to rely upon redevelopment 

funding for infrastructure. Article XVI, Section 16 of the California Constitution authorizes the 

Legislature to provide for the formation of RDAs to eliminate blight in an area by means of a 

self-financing schedule that pays for the redevelopment project with tax increment derived from 

any increase in the assessed value of property within the redevelopment project area (or tax 

increment). Generally, property tax increment financing involves a local government forming a 

tax increment financing district to issue bonds and use the bond proceeds to pay project costs 

within the boundaries of a specified project area. To repay the bonds, the district captures 

increased property tax revenues that are generated when projects financed by the bonds increase 

assessed property values within the project area.   

To calculate the increased property tax revenues captured by the district, the amount of property 

tax revenues received by any local government participating in the district is “frozen” at the 

amount it received from property within a project area prior to the project area’s formation. In 

future years, as the project area's assessed valuation grows above the frozen base, the resulting 
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additional property tax revenues — the so-called property tax “increment” revenues — flow to 

the tax increment financing district instead of other local governments. After the bonds have 

been fully repaid using the incremental property tax revenues, the district is dissolved, ending the 

diversion of tax increment revenues from participating local governments. 

 

Eventually, RDAs were required to set aside 20% of funding generated in a project area to 

increase the supply of low and moderate income housing in the project areas. At the time RDAs 

were dissolved, the Controller estimated that statewide, RDAs were obligated to spend $1 billion 

on affordable housing. At the time of dissolution, over 400 RDAs statewide were diverting 12% 

of property taxes, over $5.6 billion yearly.   

 

Redevelopment Dissolution: In 2011, facing a severe budget shortfall, the Governor proposed 

eliminating RDAs in order to deliver more property taxes to other local agencies. Ultimately, the 

Legislature approved, and the Governor signed, two measures, ABX1 26 (Blumenfield), Chapter 

5 and ABX1 27 (Blumenfield), Chapter 6 that together dissolved RDAs as they existed at the 

time and created a voluntary redevelopment program on a smaller scale. In response, the 

California Redevelopment Association (CRA) and the League of California Cities, along with 

other parties, filed suit challenging the two measures. The Supreme Court denied the petition for 

peremptory writ of mandate with respect to ABX1 26. However, the Court did grant CRA's 

petition with respect to ABX1 27 in its Matosantos decision. As a result, all RDAs were required 

to dissolve as of February 1, 2012. 

After the Supreme Court’s 2011 Matosantos decision dissolved all RDAs, legislators enacted 

several measures creating new tax increment financing tools to pay for local economic 

development. The Legislature authorized the creation of EIFDs [SB 628 (Beall), Chapter 785, 

Statutes of 2014], quickly followed by CRIAs [AB 2 (Alejo), Chapter 319, Statutes of 2015]. 

Similar to EIFDs, CRIAs use tax increment financing to fund infrastructure projects. CRIAs may 

currently only be formed in economically depressed areas.  

The Legislature has also authorized the formation of affordable housing authorities (AHAs), 

which may use tax increment financing exclusively for rehabilitating and constructing affordable 

housing and also do not require voter approval to issue bonds [AB 1598 (Mullin), Chapter 764, 

Statutes of 2017].  SB 961 (Allen), Chapter 559, Statutes of 2018, removed the vote requirement 

for a subset of EIFDs to issue bonds and required these EIFDs to instead solicit public input, and 

AB 116 (Ting), Chapter 656, Statutes of 2019, removed the voter requirement for any EIFD to 

issues bonds in favor of a formal protest process. SB 852 (Dodd), Chapter 266, Statutes of 2022, 

created climate resilience districts (CRDs), which can also utilize tax-increment financing. CRDs 

were also given the authority to issue general obligation bonds and impose special taxes. In 

response to recent fires in California, SB 782 (Perez), Chapter 552, Statutes of 2025, created a 

subcategory of climate resilience districts (CRDs) to finance disaster recovery efforts. 

While these entities share fundamental similarities with RDAs in terms of using various forms of 

tax-increment financing, they differ in two significant aspects: 1) not having access to the 

school’s share of property tax increment, and 2) not automatically including the tax increment of 

other taxing entities. 

EIFD Law: EIFDs are the most commonly used infrastructure financing tool created since the 

dissolution of RDAs. To create an EIFD, the legislative body of a city or county must adopt a 

resolution of intention to establish the EIFD. The resolution must state a time and place for a 
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hearing on the proposal, the proposed district’s boundaries, the types of facilities and 

development to be financed, the need for the district, the goals the district proposes to achieve, 

and that incremental property tax revenues may be used to finance the EIFD’s activities.   

 

An EIFD is governed by a public financing authority (PFA) with three members of each 

participating taxing entity’s legislative body and a minimum of two public members. Member 

agencies can also appoint an alternate member from their legislative body. If at least three taxing 

entities participate in the district, they can agree to reduce the district’s governing board to one 

member and one alternate member of each legislative body and a minimum of two public 

members. 

The city or county must create the PFA at the same time it adopts the resolution of intention. The 

PFA then provides public notice and directs an official to prepare an IFP. This process requires 

the PFA to make the draft IFP available to the public and to each landowner within the area at 

least 30 days before noticing the first public meeting. 

 

EIFDs can finance public capital facilities or other specified projects of communitywide 

significance that provide significant benefits to the district or the surrounding community with an 

estimated useful life of 15 years or more. EIFDs may also finance projects that include: 

a) Highways, interchanges, ramps and bridges, arterial streets, parking facilities, and transit 

facilities. 

b) Sewage treatment and water reclamation plants and interceptor pipes. 

c) Facilities for the collection and treatment of water for urban uses. 

d) Flood control levees and dams, retention basins, and drainage channels. 

e) Child care facilities. 

f) Libraries. 

g) Parks, recreational facilities, and open space. 

h) The acquisition, construction, or rehabilitation of housing for persons of very low, low, 

and moderate income for rent or purchase. 

i) Acquisition, construction, or repair of commercial structures by the small business 

occupant of such structures, if such acquisition, construction, or repair is for purposes of 

fostering economic recovery from the COVID-19 pandemic and of ensuring the long-

term economic sustainability of small businesses, among others. 

The EIFD must not use bond proceeds to finance maintenance of any kind and must not finance 

costs for ongoing operations or providing services. 

 

Prohousing Local Policies: In 2019, AB 101 (Committee on Budget), Chapter 159, Statutes of 

2019  required HCD to designate cities and counties as prohousing if their local policies facilitate 

the planning, approval, or construction of housing. “Prohousing” jurisdictions receive a 

competitive advantage in applying for certain state programs, including but not limited to the 
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Affordable Housing and Sustainable Communities Program, the Transformative Climate 

Communities Program, and the Infill Incentive Grant Program.  

Additionally, local governments with a prohousing designation are eligible to apply for funds 

from the Prohousing Incentive Program, which is designed to reward local governments with a 

prohousing designation with additional planning or implementation funding to accelerate 

affordable housing production and preservation. Eligible uses include: construction and 

rehabilitation of affordable housing, homeownership, matching funds for housing trust funds, 

services for permanent supportive housing units, and housing for people experiencing 

homelessness. 

Although AB 101 provided examples of prohousing local policies, HCD has discretion over the 

final policies. HCD initially adopted emergency regulations on June 25, 2021, and later adopted 

permanent regulations, which were approved on January 2, 2024. HCD began accepting 

applications under these regulations on March 2, 2024.   

This Bill: This bill allows a prohousing jurisdiction to establish a PEIFD if certain requirements 

are met, including adopting a resolution and adopting an IFP, as specified. The IFP must require 

that at least 20% of any new housing in the proposed PEIFD will be affordable to families or 

persons of low or moderate income and at least 6% of new units will be affordable to very low 

income households. This bill also requires that the prohousing jurisdiction that establishes, and 

projects located within, a PEIFD receive enhanced points or preference beyond the baseline 

provided to other prohousing jurisdictions. 

Arguments in Support: According to the California Apartment Association, “SB 1003 would 

allow local governments that have proven to be part of the solution of the housing crisis to raise 

capital to build affordable housing and associated infrastructure through PEIFDs. Only local 

governments with a prohousing designation would be eligible to create a PEIFD. The prohousing 

enhanced infrastructure financing district must 55-year deed-restriction for affordable housing 

rental units as well a 45-year deed restriction on owner-occupied units thereby ensuring that 

communities have a mix of low-income homeowners and tenants. This will protect the 

community’s investment in the future for decades to come.” 

 

Arguments in Opposition: None on file.  

Double referred: This bill is double referred. It was heard in the Assembly Committee on Local 

Government and passed on a vote of 10-0 on June 17, 2026.  

 

REGISTERED SUPPORT / OPPOSITION: 

Support 

American Society of Civil Engineers-region 9 

California Apartment Association 

Housing Action Coalition 

Opposition 

None on file 
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Analysis Prepared by: Lisa Engel / H. & C.D. / (916) 319-2085


