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S-1238. 2

SENATE BI LL 5857

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Senators CGoings and Horn

Read first time 02/12/1999. Referred to Cormittee on Transportation.

AN ACT Relating to alternative financing mechani snms for regiona
transit authorities; adding new sections to chapter 81.112 RCW and
creating a new section.

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

NEWSECTION. Sec. 1. The legislature finds that additional funds
or other benefits can be made avail able to Washi ngton regi onal transit
authorities by facilitating their entry into sale and |easeback,
| easeout and |easeback, and simlar transactions that provide to
private parties, in consideration for the funds or other benefits
obt ai ned by the regional transit authorities, tax benefits that are not
otherwi se available to regional transit authorities. The |egislature
further finds that such transacti ons have been encouraged by agencies
of the federal governnment as ways to provide additional funds for
public facilities. To facilitate such transactions for regional
transit authorities, the |l egi sl ature has determ ned t hat whil e regi onal
transit authorities may currently have the necessary statutory
authority and may currently enjoy exenptions from Washington state
taxes for such transactions, a clear statenment of statutory authority
and exenption fromWashi ngton state taxes is necessary and hel pful for
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the parties to such transactions. 1In recognition of the conplexity of
such transactions, the legislature desires that the authority and
exenptions provided by this act be subject to certain limtations and
be granted for a period as specified in section 7 of this act.

NEWSECTION. Sec. 2. A newsection is added to chapter 81.112 RCW
to read as foll ows:

(1) I'n order to enable regional transit authorities to acquire or
finance equipnent or facilities, or reduce the cost of equipnent or
facilities or to provide additional funding to regional transit
authorities for any other lawful public purpose, regional transit
authorities may enter into sale and | easeback, | easeout and | easeback,
and other simlar transactions with respect to equipnent, facilities,
and other real and personal property. In connection with any such
transaction, a regional transit authority nay execute, as it considers
appropriate and consistent with this act, contracts, agreenents, notes,
security agreenments, conveyances, bills of sale, deeds, |eases as
| essee or lessor, and currency hedges, defeasance arrangenents,
interest rate, currency or other swap transacti ons, one or nore paynent
undert aki ng agreenents, and agreenents relating to foreign and donestic
currency. These agreenents or instrunments shall have terns,
maturities, durations, provisions as to governing l|laws, grants of
security interests, and other provisions that are approved by the board
of the regional transit authority and which are consistent with this
act .

(2) "Paynment undertaking agreenent” neans one or nore agreenents,
undertaki ngs or arrangenents pursuant to which all or a portion of the
funds generated by a sale and | easeback, |easeout and | easeback, or
other simlar transaction are directed or paid over to a financial
institution, insurance conpany or other entity which agrees to neet or
fulfill, in consideration for such funds, sone or all of the
obligations of the regional transit authority, or any public
corporation or other entity created under section 5 of this act, to
make future rent, debt service, or purchase price installnment paynents
in connection with such transaction.

NEWSECTION. Sec. 3. A newsection is added to chapter 81.112 RCW
to read as foll ows:

SB 5857 p. 2



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWwWMNDNDNDNDNMDMNDNDNDNDNMNNMDNNMNMNNMNMNNNREPRPRPPRPPRPEPRPPERPPRPRPRERPR
© 00 N O Ol WNPEFEP O O 0w NO UG WODNPEFEP O O W NO O N - O

Transactions undertaken under section 2 of this act shall be
subject to the follow ng conditions:

(1) The financial institution, insurance conpany, or other entity
which enters into a paynment undertaking agreenent with the regiona
transit authority or public devel opnment corporation or entity created
pursuant to section 5 of this act as a counterparty nust have a rating
fromat |east two nationally recognized credit rating agencies, as of
the date of execution of the paynent undertaking agreenent, that is
within the two highest |long-terminvestnent grade rating categories,
without regard to subcategories, or the obligations of such
counterparty nust be guaranteed by a financial institution, insurance

conpany, or other entity wth such credit rating. The paynent
undertaki ng agreenent shall require that the obligations of the
counterparty or the guarantor, as the case my be, shall be

collateralized by collateral of a type and in an anount specified by
t he governing body of the regional transit authority in the event that
the credit ratings of the counterparty or its guarantor fall bel owthe
| evel required by the foregoing provisions.

(2) The amount to be paid by the counterparties under paynent
undertaki ng agreenents for a transaction pursuant to the terns of such
agreenents, when conbined wth the amount of securities, deposits, and
i nvestnments set aside by the regional transit authority for paynent in
respect of such transactions, together with interest or other earnings
on such securities, deposits, or investnents, shall be sufficient to
pay when due all amounts required to be paid by the regional transit
authority, or public corporation or entity created pursuant to section
5 of this act, as rent, debt service, or installnents of purchase
price, as the case may be, over the full termof the transaction plus
any optional purchase price due under the transaction. A certification
by an independent financial expert, banker, or certified public
accountant, who is not an enpl oyee of the regional transit authority or
public corporation or entity created pursuant to section 5 of this act,
certifying conpliance with this requirenment constitutes conclusive
evi dence that such arrangenents, by their terns, conply with the
requi renent under this subsection on the sufficiency of the anount.

(3) The paynment undertaking agreenents, and all other basic and
mat eri al agreenments entered into in connection wth such transacti ons,
shall specify that the parties to such agreenents consent to the
jurisdiction of state courts of Washi ngton for disputes arising out of
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such agreenents and agree not to contest venue before such courts.
Regardl ess of the choice of |aw specified in the foregoing agreenents,
such agreenents shall acknow edge that the regional transit authority
or public devel opnment corporation or entity created pursuant to section
5 of this act which is a party to such agreenents is an entity created
under the |l aws of the state of Washi ngt on whose power and authority and
limtations and restrictions on such power and authority are governed
by the |l aws of the state of Wshi ngton.

Paynment undert aki ng agreenents that neet the foregoing requirenent
shall be treated for all relevant purposes as agreenents pursuant to
whi ch future services are perfornmed for a present paynent and shall not
be treated as paynent agreenents within the nmeani ng of chapter 39.96
RCW

NEWSECTION. Sec. 4. A newsection is added to chapter 81.112 RCW
to read as foll ows:

Property sold, acquired, | eased, or otherw se transferred under any
of the arrangenents described in this act shall be considered for al
pur poses, including, without limtation, | easehol d excise tax purposes,
to be property owned, possessed, used, and held by the regional transit
authority and used for public purposes, whether owned or held by the
regional transit authority or by a public corporation or entity
contenpl ated by section 5 of this act.

NEWSECTION. Sec. 5. A newsection is added to chapter 81.112 RCW
to read as follows:

To acconplish any of the activities under this act, a regiona
transit authority may create a public corporation under RCW 35. 21. 730
t hrough 35.21. 755 or other entity created under Washi ngton | aw, which
corporation or entity shall have the authority to undertake any of the
activities that regional transit authorities may undertake, including
any activities under this act. Aregional transit authority shall have
all of the powers, authorities, and rights expressly or inpliedly
granted to any city, town, or county, or their agents, under any
provi sion of RCW 35.21. 730 through 35.21. 755.

NEWSECTION. Sec. 6. A new section is added to chapter 81.112 RCW
to read as foll ows:
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A sal e, | ease, subl ease, or other transfer of property by or to the
regional transit authority or any public corporation or entity created
pursuant to section 5 of this act, and any paynents or other
consideration paid or received therefrom in each case in connection
with transactions undertaken under section 2 of this act, are exenpt
fromall real estate excise, | easehold excise, sales, use, business and
occupation, public utility, notor vehicle, and ad valorem real or
personal property taxes, public corporation in lieu excise taxes as
provi ded under RCW35. 21. 730 and 35. 21. 755, and any ot her taxes i nposed
by this state or a political subdivision or nunicipality, city, town,
county, authority, political or public corporation, or other agency of
this state. The foregoing exenption is not intended to apply to taxes,
i f any, payable upon first acquisition or use by the regional transit
authority, or any public corporation or entity created pursuant to
section 5 of this act, of the equipnent or facilities that is the
subject of a transaction undertaken under section 2 of this act,
provi ded, however, that other applicable exenptions may be avail abl e.

NEWSECTION. Sec. 7. A newsection is added to chapter 81.112 RCW
to read as foll ows:

(1) Except as provided in subsection (3) of this section, no
regional transit authority may initiate a transaction authorized by
this act after June 30, 2006.

(2) The termnation of authority to enter into such transactions
after June 30, 2006, shall not affect the validity of any transactions
entered into under this act on or before that date or the exenptions
fromtaxes provided by this act for such transactions.

(3) Aregional transit authority may enter into a transaction in
accordance with this act after June 30, 2006, to replace or refinance
a transaction that relates to specific obligations entered into on or
before that date and that has term nated, or is, pursuant to the terns
of the replacenent or refinance, to termnate, before the final stated
termof that transaction. The exenptions fromtaxes provided by this
act shall apply to such replacenent or refinance transactions.

(4) Any regional transit authority, or public corporation or entity
created pursuant to section 5 of this act, which undertakes a
transaction authorized by this act, shall provide to the state finance
committee a copy of all material agreenents executed in connection with
such transaction within three nonths of the closing of the transacti on.
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The state finance commttee shall nake a report to the president of the
senate and speaker of the house of representatives on transactions
aut hori zed by this act. The report shall include the anount of the
transactions, the expected savings resulting fromthe transactions, the
transaction costs, and any other information the state finance
commttee determnes relevant. The report shall be submtted within
si x nmonths of the closing of each transaction.

NEWSECTION. Sec. 8. A newsection is added to chapter 81.112 RCW
to read as foll ows:

The authority granted by this act shall be in addition and
suppl enmental to any authority previously granted and shall not limt or
be limted by any other powers or authority previously granted to
regional transit authorities or any public corporation, or restrictions
on such powers or authority. Nothing in this act shall be construed as
[imting other statutory authority previously granted to such regional
transit authorities or public corporations or other tax exenptions
granted to such regional transit authorities or public corporations.
Nothing in this act shall be construed as [imting the authority of the
state, any political subdivision thereof, or any other public or
muni ci pal corporation to undertake the activities described herein as
expressly or inpliedly authorized by other provisions of aw. Nothing
in this act shall be construed as an authorization to provide
indemmification to the extent such indemification is prohibited or
restricted by other provisions of lawor the Constitution of the state
of Washi ngt on.

~-- END ---
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