HOUSE BILL REPORT
HB 2236

As Reported by House Committee On:
Housing
Capital Budget

Title: An act relating to the housing finance commission.
Brief Description: Concerning the housing finance commission.
Sponsors:. Representatives Zahn, Peterson, Reed, Leavitt, Macri and Hill.
Brief History:

Committee Activity:

Housing: 1/13/26, 1/22/26 [DPS];
Capital Budget: 2/4/26, 2/9/26 [DPS(HOUS)].

Brief Summary of Substitute Bill

» Authorizes the Washington State Housing Finance Commission
(Commission) to make loans and mortgage loans, but not loans or
mortgage loans for owner-occupied residential home purchases or
refinancing, except for certain down payment assistance loans.

» Modifiesthe Commission's declaration of purpose to remove language
stating that the Commission acts as afinancial conduit without using
public funds.

 Extends the number of years the Commission attorney may serve from
two yearsto four years.

» Removes the requirement that the State Finance Committee be notified
in advance of the issuance of bonds by the Commission.

* Repeals the Housing Finance Program and the Housing Finance Plan.

HOUSE COMMITTEE ON HOUSING

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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Majority Report: The substitute bill be substituted therefor and the substitute bill do pass.
Signed by 13 members. Representatives Peterson, Chair; Hill, Vice Chair; Richards, Vice
Chair; Jacobsen, Assistant Ranking Minority Member; Manjarrez, Assistant Ranking
Minority Member; Barkis, Entenman, Gregerson, Lekanoff, Reed, Thomas, Timmons and
Zahn.

Minority Report: Without recommendation. Signed by 4 members. Representatives
Low, Ranking Minority Member; Connors, Dufault and Engell.

Staff: Audrey Vasek (786-7383).
Background:

Washington State Housing Finance Commission.

The Washington State Housing Finance Commission (Commission) is a public body created
to act asafinancia conduit which, without using public funds or lending the credit of the
state or local government, can issue nonrecourse revenue bonds and participate in federal,
state, and local housing programs. The Commission issues both tax-exempt and taxable
bonds to provide below market rate financing to nonprofit and for-profit housing devel opers
who set aside a certain percentage of their units for low-income individuals and families. In
addition, the Commission issues bonds to provide below market rate financing for
sustainable energy projects, nonprofit facilities, and beginning farmers and ranchers. The
Commission also uses bond financing to offer home loans and down payment and closing
cost assistance programs to low-income and first-time homebuyers.

The Commission's operating costs are funded through fees earned on its programs. Most of
the Commission's programs are public-private partnerships that rely on private equity
investment. Taxpayer dollars are not used for Commission operations except when the
Commission is directed to administer a state program or contract with another state agency.

Housing Finance Program.

The Housing Finance Program (Program) was created in 1994 to provide subsidized or
unsubsidized mortgage financing for single-family homeownership. The Commission is
authorized to develop and implement the Program in cooperation with the Department of
Commerce using resources of the State Investment Board to purchase mortgage-backed
securities collateralized by loans made within the state. Participation in the Programis
limited to first-time homebuyers with incomes that do not exceed 115 percent of state or
county median family income, whichever is higher, adjusted for family size. The Program
is not currently in operation.

Housing Finance Plan.

The Commission must adopt and periodically update a general plan of housing finance
objectives, known as the Housing Finance Plan. In developing the plan, the Commission
must consider and set objectives. The plan must include an estimate of the amount of bonds
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the Commission will issue during the term of the plan and how the bond proceeds will be
expended. The plan must be adopted by resolution of the Commission following a public
hearing, and a draft of the plan must be made available not less than 30 days prior to the
public hearing. The Commission must report to the Legislature at least every two years
regarding implementation of the plan. The Commission must adopt rules designed to result
in the use of bond proceeds in a manner consistent with the plan and may periodically
update its rules.

State Finance Committee.

The State Finance Committee (SFC), composed of the Governor, the Lieutenant Governor,
and the State Treasurer, is responsible for supervising and controlling the issuance of state
bonds, including the general obligation bonds used to finance capital projectsin the state's
capital and transportation budgets. The SFC does not have any role in issuing the private
activity bonds that the Commission uses to fund its housing programs; however, the SFC
must be notified before the issuance of any bonds by the Commission in order to promote
the orderly offering of obligationsin the financial markets.

Summary of Substitute Bill:

The Commission is empowered to make loans and mortgage loans, but not loans or
mortgage loans for owner-occupied residential home purchases or refinancing, except for
certain down payment assistance loans. Except for these down payment assistance loans,
the Commission may not originate or make residential mortgage loans directly to natural
persons for the purchase or refinancing of owner-occupied single-family housing.

The Commission is not intended to function as aretail mortgage lender, nor isit authorized
to compete with private financial institutions in the origination of residential mortgage loans
to individual homebuyers. Instead, the Commission’'s mortgage lending authority is
intended solely to streamline financing for multifamily and other non-owner-occupied
housing.

The length of time that the Commission attorney may serveisincreased from two years to
four years. The requirement that the SFC be notified in advance of the issuance of bonds by
the Commission isremoved. The Housing Finance Program and Housing Finance Plan are
repeal ed.

The Commission's declaration of purpose is updated by:
* specifying that the Commission acts as a constituted authority;
» removing language stating that the Commission acts as afinancial conduit without
using public funds; and
* replacing outmoded terminology with more respectful language in reference to
individuals with disabilities.
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Substitute Bill Compared to Original Bill:

The substitute bill modifies the authorization for the Commission to make loans and
mortgage loans by specifying that this does not include loans or mortgage loans for owner-
occupied residential home purchases or refinancing, and specifies that the Commission may
not originate or make residential mortgage loans directly to natural persons for the purchase
or refinancing of owner-occupied single-family housing, except for certain down payment
assistance loans. The substitute bill also adds an intent section stating that the Commission
is not intended to function as aretail mortgage lender, the Commission is not authorized to
compete with private financial ingtitutions in the origination of residential mortgage loans to
individual homebuyers, and the new mortgage lending authority granted by the bill is
intended solely to streamline financing for multifamily and other non-owner-occupied
housing.

Appropriation: None.
Fiscal Note: Not requested.

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

Staff Summary of Public Testimony:

(In support) This bill was requested by the Commission to modernize their statutes. The
Governor asked state agencies to take alook at their statutes and improve administrative
efficiency, so the Commission took alook and found some opportunities for improvement.

The Commission was created in 1983 to increase affordable housing options throughout the
state. The statutes still reflect 1983 realities although it is now 40 years later. The
Commission's core business of issuing bonds and allocating tax credits will remain
unchanged by this bill. However, removing some restrictions from 1983 will create new
opportunities to increase housing. After discussions with banking partners, the Commission
isworking on an amendment to clarify that the direct mortgage lending updates do not
apply to single-family homebuyers and only apply to multifamily housing.

(Opposed) Some bankers have concerns with the direct lending changes and would like to
see amore precise definition of "borrowers." There are also some concerns with the change
to the use of "public funds' language.

(Other) Some bankers support the goal of the bill but want to make sure the statutory
language is more precise.

Persons Testifying: (In support) Representative Janice Zahn, prime sponsor; Steve
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Walker, Washington State Housing Finance Commission; and Lisa Vatske, WSHFC.
(Opposed) Brad Tower, Community Bankers of Washington.

(Other) Megan Managan, Washington Bankers Association.

Persons Signed In To Testify But Not Testifying: None.

HOUSE COMMITTEE ON CAPITAL BUDGET

Majority Report: The substitute bill by Committee on Housing be substituted therefor and
the substitute bill do pass. Signed by 10 members. Representatives Callan, Vice Chair;
Parshley, Vice Chair; Barnard, Davis, Hill, Leavitt, Morgan, Salahuddin, Stearns and
Waters.

Minority Report: Do not pass. Signed by 3 members. Representatives Steele, Ranking
Minority Member; Dye and Walsh.

Minority Report: Without recommendation. Signed by 3 members. Representatives
Abbarno, Assistant Ranking Minority Member; McClintock, Assistant Ranking Minority
Member; Eslick.

Staff: Dawn Eychaner (786-7135).

Summary of Recommendation of Committee On Capital Budget Compared to
Recommendation of Committee On Housing:

No new changes were recommended.
Appropriation: None.
Fiscal Note: Available.

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

Staff Summary of Public Testimony:

(In support) Some cleanup occurred in the policy committee that clarified that the Housing
Finance Commission (Commission) is not providing individual retail mortgage loans and
banking partners appreciate the clarifications made in the substitute.

The Commission was created by the Legislature in 1983 to provide more affordable housing

options in the state and the statute still reflects the realities of 1983. The Commission's debt
is not the debt of the state. The changes proposed do not change the mission of the
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Commission. Over the past 40 years, the Commission has been recognized and respected
for itswork. Governor Ferguson requested agenciesto ook at their statutes to find waysto
stretch resources in order to build more affordable housing. This policy allows the
Commission flexibility to use their own funds to provide gap financing for things like
shovel-ready projects, starter homes, and other needs. By removing the statute's
prohibitions on direct lending and reference to public funds, the Commission will have
access to additional resources for housing development financing.

(Opposed) None.
Persons Testifying: Representative Janice Zahn, prime sponsor; Steve Walker,
Washington State Housing Finance Commission; and Lisa Vatske, Washington State

Housing Finance Commission.

Persons Signed In To Testify But Not Testifying: None.
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