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HOUSE BI LL 3070

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session
By Representatives M| oscia, Hasegawa, Chase and Sant os

Read first tinme 01/19/2006. Referred to Commttee on Housi ng.

AN ACT Relating to increasing nonprofit housing devel opnent
capacity; anendi ng RCW 43.180. 160, 43.180.080, and 43. 180. 050; addi ng
new sections to chapter 43.180 RCW adding a new section to chapter
43. 63A RCW creating a new section; and nmaeking an appropriation.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 43.180 RCW
to read as foll ows:

The legislature finds that nonprofit organizations that devel op
af f ordabl e housing for | owinconme households are critical in addressing
the grow ng affordable housing crisis in Washi ngton state. Nonprofit
housi ng devel opers are mssion-driven entities that prioritize the
needs and interests of residents over maximzing profits and,
therefore, have a vested interest in developing, maintaining, and
preserving safe, quality, and affordabl e housing options for |owincone
and indigent individuals and famlies.

The state also finds, however, that organizational capacity and
housi ng devel opnent experience anong nonprofit organizations is
i nconsi stent across the state. This inconsistency is reflected in the
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rel ative lack of nonprofit housing devel opers that exist in rural areas
of the state.

The |l egislature finds that many nonprofit housi ng devel opers choose
not to devel op condom niuns and other nmultiunit residential buildings
because private market insurance rates to cover the construction
liability insurance required for such projects by many lenders is
unaf fordable. Construction liability insurance costs are particularly
cost prohibitive for nonprofit organizations that, rather than selling
or reselling individual units when construction is conplete and thereby
recouping the cost of the construction insurance, typically retain
ownership of units for the purpose of maintaining affordability for
| ow-i ncome or indigent househol ds.

G ven the nonprofit status and focus on serving |owincone and
i ndi gent househol ds over the long term nonprofit housing devel opers
are unique and critical to ensuring that |owincome and indigent
househol ds have the opportunity to obtain and retain stable housing in

Washi ngt on.
Therefore, it is the intent of the legislature to establish
policies and provide incentives that wll increase the nunber of

nonprofit housi ng devel opers t hat create affordable housing
opportunities for |owincone and indigent households, and which wll
simul taneously increase the ability of existing nonprofit housing
devel opers to expand housi ng devel opnent prograns and to sustain the
resul ting affordable housing units over the long term

Sec. 2. RCW43.180.160 and 1999 c¢ 131 s 2 are each anended to read
as follows:

The total anpbunt of outstandi ng i ndebtedness of the comm ssion may
not exceed ((three)) five billion dollars at any tinme. The calculation
of outstandi ng i ndebt edness shall include the initial principal anount
of an issue and shall not include interest that is either currently
payable or that accrues as a part of the face anmount of an issue
payable at maturity or earlier redenption. Qut st andi ng i ndebt edness
shall not include notes or bonds as to which the obligation of the
conmmi ssion has been satisfied and di scharged by refunding or for which
paynment has been provided by reserves or otherw se.

HB 3070 p. 2



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDNDNDNMNDNMDDNMNDNMNMNMNMDNEPRPPRPEPRPRPRPPRPERPRERPPRPRE
0O N Ol A W NPEFP O OOuNO O P WNEPEOOWOOWwWNO OoPMowDNDER,Oo

NEW SECTION. Sec. 3. A new section is added to chapter 43.63A RCW
to read as foll ows:

The departnent of conmunity, trade, and econom c devel opnent shal
establish a nmultiunit residential building construction liability
revolving fund program for nonprofit organizations that construct or
rehabilitate condom niunms or other multiunit residential buildings, as
defined in RCW 64. 55. 010.

(1) The multiunit residential building construction Iliability
revol ving fund program shall:

(a) Be available to an organization that neets the follow ng
criteria:

(1) The organi zation nust be defined as a nonprofit organization
under section 501(c)(3) of the internal revenue code or simlar
successor provi sions;

(i1) The organi zation nmust have devel oped or be in the process or
pl anni ng stages of developing a multiunit residential building;

(tit) The organization must have a building permt for the
construction or rehabilitative reconstruction of a multiunit
residential building; and

(tv) The organization nust neet criteria for eligibility and
menber shi p established in subsection (3) of this section;

(b) Pay for a claimnmade by a nenber of the revolving fund program
to cover all liability associated wth the construction of a nmultiunit
residential building and to cover construction defects that arise
within seven years after the conpletion date of the nultiunit

residential building, excluding any liability during and after
construction that is covered by a revolving fund program nenber's
general liability or corporate and property liability insurance policy;

(c) Assess a prem um on each nenber of the revolving fund program
for each nmultiunit residential building unit for which coverage for
construction liability is sought through the revolving fund program
The fornula and schedule for prem uns assessed through the revol ving
fund program shall be devel oped by the departnent, except that the cost
of the prem um per unit shall not exceed two hundred fifty dollars.

(2) If a nmenber of the revolving fund program does not nmake a claim
for paynment fromthe revolving fund programfor seven years after the
conpletion date of a multiunit residential building covered by the
revolving fund program all premuns assessed on the nenber by the
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revolving fund program that are associated wth the nultiunit
residential building shall be refunded to the nenber no later than six
mont hs after the seventh year anniversary of the conpletion date of the
mul tiunit residential building.

(3) The departnment shall develop criteria to determne eligibility,
menbership, scope of coverage, and other policies and operating
procedures for the revolving fund program established by this act. The
departnment may contract with an underwiter to devel op these policies.
The departnment may consult with the office of financial managenent's
ri sk managenent office for the devel opnent and adm nistration of this
program

(4) Premuns collected under this act shall be deposited into the
multiunit residential building construction liability revolving fund
program account created in section 4 of this act.

NEW SECTION. Sec. 4. A new section is added to chapter 43.180 RCW
to read as foll ows:

The multiunit residential building construction liability revol ving
fund program account is created in the custody of the state treasurer.
Al receipts fromappropriations and transfers nade in sections 5 and
6 of this act as well as prem uns collected by nenbers of the nmultiunit
residential building construction liability revolving fund program nust
be deposited in the account. Expenditures fromthe account may be used
only to pay clains associated with a nmultiunit residential building
covered by the multiunit residential building construction liability
revolving fund program Only the director of the departnment of
community, trade, and econom c devel opnent, or the director's designee
may aut horize expenditures fromthe account. The account is subject to
the all ot ment procedures under chapter 43.88 RCW but an appropriation
is not required for expenditures.

NEW SECTION. Sec. 5. The sumof one mllion dollars, or as nuch
t hereof as nmay be necessary, is appropriated for the fiscal year ending
June 30, 2007, from the housing trust fund account to the multiunit
residential building construction liability revolving fund program
account for the purposes of this act.
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NEW SECTION. Sec. 6. The housing finance conm ssion shal
transfer the sumof one mllion dollars for the fiscal year ending June
30, 2007, to the multiunit residential building construction liability
revol ving fund program account for the purposes of this act.

Sec. 7. RCW43.180.080 and 1997 ¢ 163 s 1 are each anended to read
as follows:

In addition to other powers and duties specified in this chapter,
t he comm ssion may:

(1) Establish in resolutions relating to any issuance of bonds, or
in any financing docunents relating to such issuance, such standards
and requirenents applicable to the purchase of nortgages and nortgage
|l oans or the nmeking of loans to nortgage |enders as the comm ssion
deens necessary or desirable, including but not limted to: (a) The
time wthin which nortgage |enders nust nmake commtnents and
di sbursenents for nortgages or nortgage |oans; (b) the l|ocation and
ot her characteristics of single-famly housing or multifam |y housing
to be financed by nortgages and nortgage |oans; (c) the terns and
conditions of nortgages and nortgage loans to be acquired; (d) the
anounts and types of insurance coverage required on nortgages, nortgage
| oans, and bonds; (e) the representations and warranties of nortgage
| enders confirmng conpliance with such standards and requirenents; (f)
restrictions as to interest rate and other terns of nortgages or
nortgage loans or the return realized therefrom by nortgage |enders;
(g) the type and anount of collateral security to be provided to assure
repaynent of any |oans fromthe conm ssion and to assure repaynent of
bonds; and (h) any other matters related to the purchase of nortgages
or nortgage loans or the making of loans to lending institutions as
shal | be deened rel evant by the comm ssion;

(2) Sue and be sued in its own nane;

(3) Make and execute contracts and all other instrunents necessary
or convenient for the exercise of its purposes or powers, including but
not limted to contracts or agreenents for the origination, servicing,
and adm ni stration of nortgages or nortgage | oans, and the borrow ng of
noney;

(4) Procure such insurance, including but not limted to insurance:
(a) Against any loss in connection with its property and ot her assets,
including but not limted to nortgages or nortgage |oans, in such
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anounts and from such insurers as the conm ssion deens desirable, and
(b) to indemify nmenbers of the conm ssion for acts done in the course
of their duties;

(5) Provide for the investnent of any funds, including funds held
in reserve, not required for inmrediate disbursenent, and provide for
the selection of investnents;

(6) Fix, revise, and collect fees and charges in connection with
the investigation and financing of housing or in connection wth
assi gnnents, contracts, purchases of nortgages or nortgage |oans, or
any other actions permtted under this chapter or by the comm ssion
and receive grants and contri butions;

(7) Make such expenditures as are appropriate for paying the
admnistrative costs of the commssion and for <carrying out the
provisions of this chapter. For the fiscal year ending June 30, 2007,

an_appropriate expenditure shall include a transfer of funds to the
multiunit residential building construction liability revolving fund
program account created in section 4 of this act. These expenditures
may be made only from funds consisting of the comm ssion's receipts
fromfees and charges, grants and contri butions, the proceeds of bonds
i ssued by the conm ssion, and other revenues; these expenditures shal
not be made from funds of the state of WAshington;

(8) Establish such special funds, and controls on deposits to and
di sbursenents fromthem as it finds convenient for the inplenentation
of this chapter;

(9) Conduct such investigations and feasibility studies as it deens
appropri at e;

(10) Proceed with foreclosure actions or accept deeds in lieu of
foreclosure together wth the assignments of |eases and rentals
incidental thereto. Any properties acquired by the conmm ssion through
such actions shall be sold as soon as practicable through persons
i censed under chapter 18.85 RCWor at public auction, or by transfer
to a public agency. In preparation for the disposition of the
properties, the commssion my own, | ease, cl ear, construct,
reconstruct, rehabilitate, repair, maintain, nanage, operate, assign
or encunber the properties;

(11) Take assignnents of |eases and rentals;

(12) Subject to any provisions of the conm ssion's contracts with
the holders of obligations of the conmssion, consent to any
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nodi fication with respect to rate of interest, tinme, and paynent of any
install ment of principal or interest or any other termof any contract,
nortgage, nortgage |oan, nortgage l|loan commtnent, contract, or
agreenent of any ki nd;

(13) Subject to provisions of the conm ssion's contracts with the
hol ders of bonds, permt the reduction of rental or carrying charges to
persons unable to pay the regular rent or schedule of charges if, by
reason of other incone of the comm ssion or by reason of paynent by any
departnent, agency, or instrunentality of the United States or of this
state, the reduction can be nade w thout jeopardizing the econonc
stability of the housing being financed;

(14) Sell, at public or private sale, with or wthout public
bi ddi ng, any nortgage, nortgage |oan, or other instrunment or asset held
by the comm ssion;

(15) Enploy, contract wth, or engage engineers, architects,
attorneys, financial advisors, bond underwiters, nortgage |enders,
nmortgage adm nistrators, housing construction or financing experts,
ot her technical or professional assistants, and such other personnel as
are necessary. The conm ssion nay del egate to the appropriate persons
the power to execute legal instrunments on its behal f;

(16) Receive contributions or grants from any source unless
ot herw se prohi bited;

(17) I npose covenants running with the land in order to satisfy and
enforce the requirenents of applicable state and federal |aw and
conmi ssion policy with respect to housing or other facilities financed
by the comm ssion or assisted by federal, state, or |ocal prograns
adm ni stered by the comm ssion, by executing and recordi ng regul atory
agreenents or other covenants between the comm ssion and the person or
entity to be bound. These regul atory agreenents and covenants shal
run with the land and be enforceable by the commssion or its
successors or assigns against the person or entity making the
regul atory agreement or covenants or its successors or assigns, even
t hough there may be no privity of estate or privity of contract between
the conm ssion or its successors or assigns and the person or entity
agai nst whom enforcenent is sought. The term of any such covenant
shall be set forth in the recorded agreenent containing the covenant.
This subsection shall apply to regulatory agreenents and covenants
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previously entered into by the commssion as well as regulatory
agreenents and covenants entered into by the comm ssion on or after
July 27, 1997,

(18) Delegate any of its powers and duties if consistent with the
pur poses of this chapter;

(19) Exercise any ot her power reasonably required to inplenent the
pur poses of this chapter.

Sec. 8. RCW43.180.050 and 1986 ¢ 264 s 1 are each anended to read
as follows:

(1) In addition to other powers and duties prescribed in this
chapter, and in furtherance of the purposes of this chapter to provide
decent, safe, sanitary, and affordable housing for eligible persons,
the comm ssion is enpowered to:

(a) Issue bonds in accordance with this chapter;

(b) Invest in, purchase, or make commtnents to purchase or take
assi gnnents from nortgage | enders of nortgages or nortgage | oans;

(c) Make loans to or deposits with nortgage | enders for the purpose
of maki ng nortgage | oans; and

(d) Participate fully in federal and other governnental prograns
and to take such actions as are necessary and consistent with this
chapter to secure to itself and the people of the state the benefits of
t hose progranms and to neet their requirenments, including such actions
as the commi ssion considers appropriate in order to have the interest
paynents on its bonds and other obligations treated as tax exenpt under
t he code.

(2) The commssion shall establish eligibility standards for
el igible persons, considering at |east the follow ng factors:

(a) Incone;

(b) Famly size;

(c) Cost, condition and energy efficiency of avail able residenti al
housi ng;

(d) Availability of decent, safe, and sanitary housi ng;

(e) Age or infirmty; and

(f) Applicable federal, state, and | ocal requirenents.

(3) The commi ssion may only allocate |owincone housing tax credits
to organizations that are defined as a nonprofit organization under
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section 501(c)(3) of the internal revenue code or simlar successor
provi si ons.

The state auditor shall audit the books, records, and affairs of
the comm ssion annually to determ ne, anong other things, if the use of
bond proceeds conplies with the general plan of housing finance
objectives including conpliance with the objective for the use of
financing assistance for inplenentation of cost-effective energy
efficiency neasures in dwellings.

--- END ---
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