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Brief Description: Concerning private activity bond allocation.

Sponsors: Senate Committee on Financial Institutions & Insurance (originally sponsored by
Senators Miloscia and Hobbs; by request of Housing Finance Commission).

Brief Summary of Substitute Bill

* Adjusts the initial allocation of state tax-exempt private activity bond limit to give the
housing category 42 percent of state limit.

Hearing Date: 2/22/16
Staff: Sean Flynn (786-7124).
Background:

The federal tax code allows states and local governments to issue tax-exempt private activity
bonds for certain purposes, including housing, student loans, exempt facilities, small issue,
public utilities, and redevelopment. The code sets a ceiling on how much a state can finance
with tax-exempt bonds in a year. Each state may enact its own method of allocating the annual
state ceiling among each category of use. The state ceiling may be reallocated throughout the
year. An allocation can carryforward up to three years for a dedicated project.

The Department of Commerce (Department) manages the tax-exempt private activity bond
allocation for the state. The initial allocation of the state ceiling by category is set in statute as
follows:

* Housing - 32 percent;

* Small Issue - 25 percent;

* Exempt Facilities - 20 percent;

* Student Loans - 15 percent;
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* Public Utilities - 0 percent; and
* Remainder and Redevelopment - 8 percent.

The Department can reallocate the initial allocation among categories based on state priorities
and other criteria. If bonds allocated in one category are not issued by a certain date, then they
revert to the Department for reallocation to another category. The Department must report to the
Legislature in February every two years on the use of bond allocation proceeds and concerns for
future uses.

The Housing Finance Commission (HFC) receives the state ceiling allocation for the housing
category. The HFC is authorized under state law to issue revenue bonds in its own name, but its
debt is not backed by the full faith and credit of the state. The HFC may use funding in
coordination with federal, state, and local housing programs for the new construction and
rehabilitation of single or multiple family homes, including the refinancing of debt and home
purchases. The HFC may purchase mortgages or mortgage loans, including down payment
assistance loans, from mortgage lenders.

Summary of Bill:

The initial allocation of the tax-exempt private activity bond state ceiling is adjusted to move 10
percent of the student loan category into the housing category. The housing category receives 42
percent of the state ceiling allocation and the student loan category receives 5 percent. The other
categories are not changed. If the Department does not grant any allocations for student loans by
February 1, the entire allocation for that category may be reallocated to the housing category.
The Department's biennial reporting requirements are changed from February to June.
Appropriation: None.

Fiscal Note: Available.

Effective Date: The bill takes effect 90 days after adjournment of the session in which the bill is
passed.
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