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ENGROSSED SUBSTI TUTE HOUSE BI LL 2753

State of WAshi ngton 61st Legislature 2010 Regul ar Session

By House Capital Budget (originally sponsored by Representatives
Orwall, Springer, Maxwell, Jacks, Nelson, Sinpson, Conway, O nsby,
Chase, and Sant os)

READ FI RST TI ME 01/ 25/ 10.

AN ACT Relating to the creation of a workforce housing program
amendi ng RCW 43.180. 160, 39.86.100, 39.86.120, 39.86.130, 39.86.140,
39.86.150, 39.86.170, and 39.86.190; reenacting and anending RCW
39. 86. 110; adding a new section to chapter 39.86 RCW creating a new
section; and repeal i ng RCW 39. 86. 200.

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

NEW SECTION. Sec. 1. This act my be known and cited as the
Washi ngt on wor ks housi ng act of 2010.

Sec. 2. RCW43.180.160 and 2009 ¢ 291 s 1 are each anended to read
as follows:

(1) The total anmount of outstandi ng i ndebtedness of the comm ssion
may not exceed six billion dollars at any tinme. The cal cul ation of
out st andi ng i ndebt edness shall include the initial principal anmount 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. Qutstandi ng indebtedness
shall not include notes or bonds as to which the obligation of the
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conmm ssi on has been satisfied and di scharged by refunding or for which
paynment has been provided by reserves or otherw se.

(2) (a) The Washi ngton works housing programis created to increase
opportunities for nonprofit organizations and_ public agencies to
purchase, acquire, build, and own real property to be used for
affordable housing for low and noderate-incone households. The
Washi ngt on works housing programis intended to provide access to new
fundi ng nechani sns and build long-termcomunity equity by increasing
the stock of permanently affordable_housing_owned_ by nonprofit
organi zati ons and public agenci es.

(b) The Washington works housing program is intended to_ provide
t hese opportunities for public agencies and nonprofit organizations,
including those materially participating as _a_managi hg nenber or

general partner of a partnership, linmted liability conpany, or
equi val ent organi zation, through the issuance of tax exenpt or taxable
revenue bonds _issued by the commission in conjunction with a subsidy
necessary to nmake bond issues to finance affordable housing properties
financially feasible. The programis intended to provide financing for
affordable housing that wll neet the followng incone_ and_ rent
restrictions during the period of initial bond indebtedness and
thereafter:

(c) During the period of initial bond indebtedness under the
program the owner of the property nust neet one_ of the follow ng
requirenents: A _mnimum of twenty percent of the units wll be
occupi ed by households earning less than fifty percent of area nedi an
incone_and_an_additional thirty-one_ percent of the units wll _ be
occupied by persons earning less than eighty percent of area nedian
incone; or forty percent of the units will be occupied by househol ds
earning less than sixty percent of area nedi an i nhcone and an additi onal
el even percent of the units wll be occupi ed by households earning | ess
than eighty percent of area nedi an i ncone.

(d) After the initial bond indebtedness is_retired, the rents
charged for units in the project will be adjusted to be sufficient to
pay reasonabl e operation and nmi nt enance expenses, including necessary
capital needs, and to make reasonable deposits into a reserve account
with the intent of providing affordable housing to very low or |ow
i ncone households for the remaining useful life of the property. The
reasonabl eness of the rent |evels nust be periodically approved by the
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comm ssi on based on infornmation provided by the owner of the property
about incone, @ expenses, and necessary reserve _|evels. The
determ nation_of the conmm ssion_regarding the reasonabl eness_of the
rent levels will be final.

(e) The commission will enter into a recorded requl atory agreenent
with the borrower at the tinme of the issuance_ of bonds_ under the

program for the purpose of ensuring that the property will neet the
incone _and rent restrictions established in_ this section. The
conm ssion_may_ charge_such_conpliance_ fees_ as_necessary_ to_ensure
enforcenent of the incone and rent restrictions during the useful life
of the property.

(3) One_billion_dollars_of the_ outstanding indebtedness of the

comm ssion is _for the prinmary purpose of inplenenting the WAshi ngton
wor ks housi ng program

(4) If no subsidies are available to nake the programin subsection
(2) of this section feasible; then the conm ssion nay pass a resol ution
stating these facts and_authorize the use of a portion_ of the one
billion dollars of indebtedness intended for the programto support its
other bond_prograns_until such tine _as the one_ billion dollars_is
exhausted or subsidies are available to nake the programfeasi bl e.

Sec. 3. RCW39.86.100 and 2001 ¢ 330 s 1 are each anended to read
as follows:

The federal ((tax—+refermaet)) internal revenue code of 1986, as
anended inposes ((anr—anndal)) ceilings on the aggregate anount of
( (federalby—tax—exenpt—private—activity)) certain_types_ of bonds,
including tax-exenpt private activity bonds ((fer—heustng——student
Foans— exempt—tact-Httes—smaH—issuye—industrial—redevel oprent—and
certathr—pubHe—utHHtyprojeets)) and other types, that nay be issued
during any cal endar year by or on behalf of states and their political
subdi vi sions. ((+nA—2004-—the—cetrtHngwlt—be—inereasedto-—stxty-—twe
doHars—and—HHy—ecents—per—ecapt-ta—and—+n—2002—the—cetbHng—wH-—be
Hiereased—to——sevenby-HvedolHars—per—capt-ta—to—be+ndexedannuabby—

cetHng—ts—eonstderablby—less—than—the—anticipated—doH-ar—anount—lor
i chi L I ] . : I ling.)) The
((tax—+eformact—of+—1986)) code provides a formula for allocating the
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annual tax-exenpt private activity bond ceiling anong various issuers
of private activity bonds for _housing, — student |oans,  exenpt
facilities, and redevel opnent projects within a state, but permts each
state to enact a different allocation nethod that is appropriate to
that state's needs. In addition, congress mght, fromtine to tine,
anend the code by authorizing state ceilings on additional types of
bonds. The purpose of this chapter is to provide a flexible and
efficient method of allocating the annual state ceiling in Washi ngton
in a manner that recognizes the need of the state and its politica
subdivisions to finance activities or projects that satisfy a
substantial public purpose.

Sec. 4. RCW39.86.110 and 2009 c¢ 565 s 23 are each reenacted and
anmended to read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Agency" neans the departnment of commerce.

(2) ((“Board-—neans—the—comunt-ty—economc—revitakzati-on—board
estab-shed—under—chapter—43-160-ROW-

3y)) "Bond use category"” neans: (a) Any of the followng
categories of bonds which are subject to the annual state tax-exenpt
private_ activity bond ceiling: ((())) (i) Housing, (({b)y—student
Feans—(€e)y)) (Ui) small issue, ((€))) (iii) exenpt facility, ((€e)}))
(iv) redevel oprment, ((H—pubHeutitty—and{gy)) and (v) remai nder

and (b) any other categories of bonds described in the code for which
there is a separate ceiling, with the exception of bonds desi gnated
solely for school district purposes

((4)»)) (3) "Bonds" neans bonds, notes, or other obligations of an
i ssuer.

((65))) (4) "Carryforward"” is an allocation or reallocation of the
state ceiling which is carried fromone cal endar year to a | ater year,
in accordance with the code.

((66))) (5) "Code" neans the federal internal revenue code of 1986

vhder—ROW-39-86-180)), as anended.
((H)) (B) "Drector”™ neans the director of the agency or the
director's designee.
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((68))) (7) "Exenpt facility" neans the bond use category which
i ncludes all bonds which are exenpt facility bonds as described in the
code, except those for qualified residential rental projects.

((69Y)) (8) "Firmand convinci ng evidence" neans docunentation that
satisfies the director that the issuer is commtted to the pronpt
financing of, and wll issue ((tax—exenpt)) bonds for, the project or
program for which it requests an allocation fromthe state ceiling.

((283)) (9) "Housing" neans the bond use category which includes:
(a) Mrtgage revenue bonds and nortgage credit «certificates as
described in the code; and (b) exenpt facility bonds for qualified
residential rental projects as described in the code.

(()) (10) "Initial allocation”™ means the portion or dollar
value of the annual state tax-exenpt private activity bond ceiling
which initially in each calendar year is allocated to a bond use
category for the issuance of private activity bonds, in accordance with
RCW 39. 86. 120.

((22))) (11) “"lIssuer" nmeans the state, any agency or
instrunentality of the state, any political subdivision, or any other
entity authorized to i ssue ((prvate—-aetivity)) bonds under state | aw.

(12) "Original allocation” neans any allocation of bond authority
by a mandatory forrmula in the code, except for the initial allocations
of the annual state ceiling on tax-exenpt private activity bonds.

(13) "Private activity bonds" neans obligations that are private
activity bonds as defined in the code or bonds for purposes described
in section 1317(25) of the ((tax—+efermact)) federal internal revenue
code of 1986, as anended

(14) "Programt neans the activities for which housing bonds ((er
student—eanbonds)) may be issued.

(15) ((“PubH TR he I hich_inelud
these—bends—desertbed—+n—seetton—13174 25 —of —the—tax—refermact—of
1986.

£126))) "Redevel opnent” neans the bond use category which includes
qualified redevel opnent bonds as described in the code.

((+H)) (16) "Remainder" neans that portion of the annual state
tax-exenpt private_ activity bond ceiling remaining after initial
allocations are made under RCW 39.86.120 for any other bond use
cat egory.
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((8y)) (17) "Small issue” neans the bond use category which
includes all industrial developnent bonds that constitute qualified
smal | issue bonds, as described in the code.

((299)) (18) "State" neans the state of Washi ngton.

((£26))) (19) "State ceiling"” neans the volume Iimtation for each
cal endar year on ((tax—exenrpt—prvate—activity)) specific bond((s))
types, including tax-exenpt private activity bonds and ot her bonds, as
i nposed by the code.

(((ZH——Student—oans—Aeans—thebonrd—use—categoerywhich—ineludes

Lified I | I I I hed | I o))

NEW SECTION. Sec. 5. A new section is added to chapter 39.86 RCW
to read as foll ows:

Oiginal allocations or any reallocations of state bond ceilings
other than the tax-exenpt private activity bond ceiling nust be
determ ned by fornmula as provided in the code, or by departnment rule if
no fornmula is provided in the code.

Sec. 6. RCW39.86.120 and 2001 ¢ 330 s 2 are each anended to read
as follows:

(1) Except as provided in subsections (2) and (4) of this section,
the initial allocation of the state ceiling shall be for each year as
fol | ows:

ALTFERNATIVE

ALLOCATION))
BOND USE 2002 and 2010 and
CATEGORY ((200% FHEREAFFER THEREAFTER
Housing ((2#5% 30:0% 32:0%)) 47.0%
Small Issue ((24-5% 24.0%)) 25.0%
Exempt Facility ((39:5% 19.0%)) 20.0%
((Student-toans 14:5% 14:6% 15.0%))
Public Utility ((26:6% 10:0%)) 0.0%
Remainder and

Redevelopment ((4-6% 3:0%)) 8.0%

(2) Initial allocations may be nodified by the agency only to
reflect an issuer's carryforward anount. Any reduction of the initial
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all ocation shall be added to the remainder and be available for
al l ocation or reall ocation.

(3) The remainder shall be allocated by the agency anong one or
nmore issuers from any bond use category with regard to the criteria
specified in RCW39. 86. 130.

(4) Should any bond use category no |onger be subject to the state
ceiling due to federal or state provisions of |aw, the agency shall
divide the amount of that initial allocation anong the remaining
categories as necessary or appropriate wth regard to the criteria
specified in RCW39. 86.130. ((Upeathe—earter—of—{(a)y Exhaustion—of
the seven hundred fifty million dollar authority under-1. R C 1317(25),
or any new federal legislation i aut hority, or

does—nob—use —a—state—volune —cap- —then—the —alternattve —altocation
hedul e I . 1) of thi . T )

(5 (a) Prior to ((Septenber—1)) July 1st of each cal endar year, any
avai lable portion of an initial allocation my be allocated or

real l ocated only to an issuer within the sane bond use category, except
that the remai nder category, or portions thereof, may be allocated at
any tinme to any bond use category.

(b) Beginning ((Septenber—1)) July 1st of each cal endar year, the
agency may allocate or reallocate any available portion of the state
ceiling to any bond use category with regard to the criteria specified
in RCW39. 86. 130.

Sec. 7. RCW39.86.130 and 1987 ¢ 297 s 4 are each anended to read
as follows:

(1) Ingranting an allocation, reallocation, or carryforward of the
state ceiling as provided in this chapter, the agency shall consider
existing state priorities and other such criteria, including but not
limted to, the following criteria:

(a) Need of issuers to issue ((prvate—aetivity)) bonds within a
bond use category subject to a state ceiling

(b) Armount of the state ceiling avail abl e;

(c) Public benefit and purpose to be satisfied, including economc
devel opnent, educational opportunity, and public health, safety, or
wel f ar e;

p. 7 ESHB 2753



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWwWMNDNDNMDNDNMNMNDNDMDDNMNMNDMNMDNMNMNMNMDNEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O N O A W NPEFP O OWOWwuNO O P WNPEPEOOOOWwNO O~ owdNhDeEe. o

(d) Cost or availability of alternative nethods of financing for
the project or program and

(e) Certainty of using the allocation which is being requested.

(2) In determning whether to allocate an amount of the state
ceiling to an issuer within any bond use category, the agency shal
consider, but is not limted to, the followng criteria for each of the
bond use categori es:

(a) Housing: Criteria which conply with RCW43. 180. 200.

(b) ((Studept—toahrs—Crterta—which—conply—wth—the—appteable
provistons—of—F-t1e 28BROW-and +ul-es—adeptedbythehigher—education
coor-dinating—board—or—appH-cable—state—ageney—dealHng—wth—student
financial aid.

ter)) Small issue: ( ( Reconmendatton—by—the board regardinghowthe
anbuit-—ol—the—state—cetbHng—set—astde—ftor—the—smal—tssue—bond—use
category —shalH — be — allecated — arong —ssuers—)) Factors which may
i ncl ude:

(1) The nunber of enploynment opportunities the project is likely to
create or retainin relation to the anmount of the bond i ssuance;

(1i) The level of unenploynent existing in the geographic area
likely to be affected by the project;

(iii) A commtnent to providing enploynment opportunities to |ow
i ncone persons in cooperation with the enpl oynent security departnent;

(1v) Geographic distribution of projects;

(v) The nunber of persons who will benefit fromthe project;

(vi) Consistency with criteria identified in subsection (1) of this
section; and

(vii) Oder in which requests were received((:—and

{viii) Requirenents of the board s unbrella bond progran)).

(())) (c) Exenpt facility or redevelopnent: Factors which may
i ncl ude:

(1) State issuance needs;

(1i) Consistency with criteria identified in subsection (1) of this
section;

(ti1) Oder in which requests were received,

(1v) The proportionate nunber of persons in relationship to the
size of the comunity who will benefit fromthe project; and

(v) The unique timng and issuance needs of |arge scale projects
that may require allocations in nore than one year.

ESHB 2753 p. 8



A W DN P

©O© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

((£e)y)) (d) Public utility: Factors which may incl ude:

(1) Consistency with criteria identified in subsection (1) of this
section; and

(1i) Timng needs for issuance of bonds over a nulti-year period.

Sec. 8. RCW39.86.140 and 1987 ¢ 297 s 5 are each anended to read
as follows:

(1) No issuer may receive an allocation of the state ceiling
wi thout a certificate of approval fromthe agency.

(2)((&))) For each state ceiling allocation request, an issuer
shall submt to the agency, no sooner than ninety days prior to the
beginning of a calendar year for which an allocation of the state
ceiling is being requested, a formidentifying:

((()) (a) The amount of the allocation sought;

((+)) (b) The bond use category fromwhich the all ocati on sought
woul d be made;

((++H¥)) (c) The project or program for which the allocation is
request ed;

((~)) (d) The financing schedule for which the allocation is
needed; and

((&)) (e) Any other such information required by the agency,
i ncluding informati on which corresponds to the allocation criteria of
RCW 39. 86. 130.

(b hi A—(a)—of—thi I . Lud N 1
. : TN oy :  deri I

. I : : I I : . : i
ROW-39-86-—130(2)He)-+H)-))

(3) The agency may approve or deny an allocation for all or a
portion of the issuer's request. Any denied request, however, shal
remain on file wwth the agency for the remainder of the cal endar year
and shall be considered for receiving any allocation, reallocation, or
carryforward of wunused portions of the state ceiling during that
peri od.

(4) After receiving an allocation request, the agency shall mail to
the requesting issuer a witten certificate of approval or notice of
denial for an allocation anount, by a date no |ater than the | atest of
the foll ow ng:

(a) ((Forty-—ti+vedaystromhay—3—1987—
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{b))) February 1st of the cal endar year((—other—than—1987-)) for
whi ch the request is nade;

((€e))) (b) Fifteen days from the date the agency receives an
al l ocation request; or

((())) (c) Fifteen days from the date the agency receives a
recommendati on by the board with regard to a snmall issue allocation
request, should the board choose to revi ew i ndividual requests.

(5) (a) For requests of the state ceiling of any cal endar year, the
followng applies to all bond use categories except housing ((and
st udent {oans)):

(1) Except for housing ((and—student—toans)), any allocations
granted prior to April 1st, for which bonds have not been issued by
((Septenber—1)) July 1st of the sane cal endar year, shall revert to the

agency on ((Septenber—1)) July 1st of the sane calendar year for
real | ocation unl ess an extension or carryforward i s granted,

(ii) Except for housing ((and—student—loans;)) any allocations
granted on or after April 1st, for which bonds have not been issued by
((Becenber—15)) October 15th of the sane cal endar year, shall revert to
t he agency on ((Beeenber—15)) October 15th of the sanme cal endar year
for reallocation unless an extension or carryforward is granted.

(b) For each calendar vyear, any housing ((er—student—}toean))
al l ocations, for which bonds have not been issued by Decenber 15th of
t he sane cal endar year, shall revert to the agency on Decenber 15th of
the sanme calendar vyear for reallocation unless an extension or
carryforward i s granted.

(6) An extension of the deadlines provided by subsection (5) of
this section may be granted by the agency for the approved allocation
anopunt or a portion thereof, based on:

(a) Firm and convincing evidence that the bonds wll be issued
before the end of the cal endar year if the extension is granted; and

(b) Any other criteria the agency deens appropriate.

(7) If an issuer determ nes that bonds subject to the state ceiling
will not be issued for the project or programfor which an allocation
was granted, the issuer shall pronptly notify the agency in witing so
that the allocation may be cancel ed and the anount nmay be avail able for
real | ocation

(8) Bonds subject to the state ceiling my be issued only to

ESHB 2753 p. 10



© 00 N O Ol WDN P

[ S S S
a A WO N R O

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

32
33
34
35

finance the project or programfor which a certificate of approval is
gr ant ed.

(9) Wthin three business days of the date that bonds for which an
al l ocation of the state ceiling is granted have been delivered to the
original purchasers, the issuer shall mil to the agency a witten
notification of the bond issuance. In accordance with chapter 39.44
RCW the issuer shall also conplete bond issuance information on the
form provi ded by the agency.

(10) If the total amount of ((tax—exenpt)) bonds issued under the
authority of a state ceiling for a project or programis |ess than the
anount al located, the renmaining portion of the allocation shall revert
to the agency for reallocation in accordance with the criteria in RCW
39.86.130. If the amount of ((tax—exenpt)) bonds actually i ssued under
the authority of a state ceiling is greater than the anmount all ocat ed,
the entire allocation shall be disall owed.

Sec. 9. RCW 39.86.150 and 1987 ¢ 297 s 6 are each anended to read
as follows:

(1) Beginning ((Septempber—t)) July 1st of each cal endar year, the
agency may all ocate or reallocate any portions of the annual state tax-
exenpt private activity bond ceiling for which no certificate of
approval is in effect. Real | ocations nay also be made from the
remai nder category at any tine during the year.

(2) Prior to the end of each calendar year, the agency shall
al l ocate or reallocate any unused portions of the state ceiling anong
one or nore issuers as carryforward, to be used within three years, in
accordance wth the code and relevant criteria described in RCW
39. 86. 130.

(3) Reallocations of state bond ceilings other than the annual tax-
exenpt private_ activity bond ceiling nmay be nade_ by the agency in

accordance with the code or as established in agency rule when not

specified in the code.

Sec. 10. RCW39.86.170 and 1987 ¢ 297 s 8 are each anended to read
as follows:

A fee schedul e shall be established by rule by the agency to assi st
in support of bond allocation activities. Fees shall reflect costs
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actually incurred or expected to be incurred by the agency in its bond
al l ocation and bond users clearinghouse activities.

Sec. 11. RCW 39.86.190 and 2009 ¢ 518 s 19 are each anended to
read as foll ows:

By February 1st of each even-nunbered year, the agency shal
summari ze for the legislature each previous year's bond allocation
requests and i ssuance. Beginning in ((Juhre—o+1988)) February 2010 and
thereafter in ((3unre)) Eebruary of each even-nunbered year, the agency
shall also submt a biennial report summarizing usage of the bond
allocation proceeds and any policy concerns for future bond
al | ocati ons.

NEW SECTION. Sec. 12. RCW39.86.200 (Ratification) and 1987 c 297
s 11 are each repeal ed.

~-- END ---
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