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Municipal Finance Law Since 1971

CDFA Agenda Includes Pushing for Bond Bills, Supporting
Tax Exemption.

WASHINGTON - The Council of Development Finance Agencies this year will work to obtain
separate bills that would ease certain tax restrictions for manufacturing bonds and remove water
and sewer bonds from the private activity bond volume cap.

The goals are in the 2017 policy agenda the group is circulating to its members.

The CDFA also will work to preserve and strengthen tax-exempt bonds in general, obtain increased
funding for the Water Infrastructure Finance and Innovation Act (WIFIA) and promote the launching
of a federal urban tax increment finance program, among other things.

“The bond issues outlined in our agenda are our primary focus in 2017, said Toby Rittner, CDFA’s
president and chief executive officer. “Working with our partners in Congress to get MAMBA passed
would be a great victory for issuers, and for our industry as a whole. Our efforts to protect the tax-
exempt status of municipal and private activity bonds are also important. With tax reform likely
coming this year, it’s essential that we make sure members of Congress are fully aware of the
importance of the tax exemption, and that they protect it at all costs.”

MAMBA is the acronym for “Modernizing American Manufacturing Bonds Act,” companion bills
introduced by House and Senate members last year and the year before that would have loosened
tax law restrictions for qualified small issue manufacturing bonds. These bonds are used to finance
facilities for small and mid-sized manufacturers. They are also called industrial development bonds
(IDBs). The bill (S. 3416) in the Senate was offered on Sept. 28 of last year by Sens. Sherrod Brown,
D-Ohio, and David Perdue, R-Ga., The one (H.R. 2890) in the House was introduced on June 25, 2015
by Reps. Randy Hultgren, R-Ill., Richard Neal, D-Mass., and James Renacci, R-Ohio. Neal is now the
top Democrat on the House Ways and Means Committee. The two congressmen had offered the bill
the previous year as well.

The House and Senate bills would have made two tax law changes that had been put into effect in
2009 and 2010 under the American Recovery and Reinvestment Act. They would have expanded the
definition of manufacturing facility to include intangible property, such as software, as well as
tangible facility. The bills also would have allowed IDBs to be used to finance facilities that are
functionally related and subordinate to the production of tangible or intangible property, such as
warehouses that temporarily store materials and laboratories that test raw materials.

Additionally, the measures would have made two other tax law changes. They would have increased
the maximum size of an IDB issue to $30 million from $10 million. The limit hasn’t increased since
1979 and hasn’t ever been indexed to inflation.

They also would have increased the capital expenditure limitation for IDBs. Currently, a
manufacturer can only issue IDBs if their capital expenditures, including the bond proceeds, are not
more than $20 million in the six-year period beginning three years before the date of the proposed
new issue and ending three years after that date. Under the bills, that capital expenditure limitation
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would have increased to $40 million.

On tax-exempt financing in general, CDFA’s agenda said, “The administration must commit to
preserving and protecting tax-exempt bonds under any and all circumstances. The restriction,
capping, and/or eliminating of the tax-exempt status for municipal and private activity bonds should
be dismissed outright.”

In addition, the group said, any tax reform measures considered by Congress should take into
account the importance of private-sector led investment and “the critical role that tax-exempt bonds
play in generating private investment.”

CDFA also wants to push for the reintroduction of legislation that would remove PAB volume caps
for water and sewer bonds. A bill (S. 2606) was introduced in the Senate on Feb. 29 last year by
Sens. Robert Menendez, D-N.]. and Mike Crapo, R-Idaho. The one (H.R. 499) in the House was
introduced by Reps. John Duncan, Jr., R-Tenn., and Bill Pascrell, DN.]., the year before in January.

In addition, the group wants increased funding for WIFIA, which provides credit assistance in the
form of loans for large water infrastructure projects.

The group’s agenda also calls for the launch of a Federal Urban Tax Increment Finance Program
that would allow local governments to redirect specific estimated tax revenue to finance urban
revitalization efforts. Currently state and local governments set up TIF districts and use the revenue
to back tax exempt bonds.

CDFA called for the creation of a State Clean Energy Finance Initiative (SCEFI) pilot program with
the Treasury Department that would be authorized for five years with a onetime $5 billion
appropriation. The program would leverage an additional $50 billion of private investment nationally
for clean energy projects.

The two-plus-page agenda calls for other initiatives as well.
The Bond Buyer
By Lynn Hume

February 2, 2017

Copyright © 2024 Bond Case Briefs | bondcasebriefs.com



