Assembly
PUBLIC HEARING

Committee on Housing

The committee will hold a public hearing on the following items at the time specified
below:

Thursday, February 27, 2003
11:00 AM
400 Northeast
State Capitol

Assembly Bill 98 ;
Relating to: creating an individual and corporate income tax exemption for
interest on bonds or notes issued by the Wisconsin Housing and Economic Development
Authority for purposes related to multifamily and elderly housing projects.
By Representatives Wieckert, Musser, Ainsworth, Owens, Olsen, Bies,
McCormick, Hines, Van Roy, Ladwig, Morris, Loeffelholz, Jensen, Stone ar A
cosponsored by Senators Stepp, Welch and Roessler. /

An Executive Session will be held on this bill. 4 -

) presentative Steve Wieckert
Chair



RGeS

Thomas L. Frazier, Executive Director

Coalition of Wisconsin Aging Groups

March 13, 2003

Representative Steve Wieckert
State Capitol - Room 16 West
P. O. Box 8953

Madison, Wisconsin 53707-8983

Dear Representative Wieckert:

On behalf of the Coalition of Wisconsin Aging Groups (CWAG), | am pleased to support
your bill (AB98) to encourage the development of affordable housing for families and the
elderly. | believe that the development of more affordable housing is one of the keys to
expanding home and community-based long-term care options for older persons.

Thank you for giving us the opportunity to indiﬁcate CWAG'’s support for AB98.
Sincerely,

ey

Thomas L. Frazier
Executive Director

2850 Dairy Drive - Suite 100 - Madison, WI 53718-6751 - 608/224-0606 - Fax 608/224-0607
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AB98
ASSEMBLY BILL 98
An Act to repeal 71.05 (1) (¢) 2.; and to create 71.05 (1) (¢) 1m., 71.26 (1m) (em) and 71.45 (1t) (em) of the
statutes; relating to: creating an individual and corporate income tax exemption for interest on bonds or
notes issued by the Wisconsin Housing and Economic Development Authority for purposes related to
multifamily and elderly housing projects. (FE)
2003
02-20-03. A. Introduced by Representatives Wieckert, Musser, Ainsworth, Owens, Olsen, Bies,
McCormick, Hines, Van Roy, Ladwig, Morris, Loeffelholz, Jensen, Stone and Vrakas;
cosponsored by Senators Stepp, Welch and Roessler.
02-20-03. A. Read first time and referred to committee on Housing. .. ........................ 72
02-21-03. A. Fiscal estimate received.
02-21-03. A. Fiscal estimate received.



Wisconsin Department of Administration
Division of Executive Budget and Finance

Fiscal Estimate - 2003 Session

Original Updated Corrected Supplemental
LRB Number 03-0920/1 Introduction Number AB-98
Subject

Exempt from taxation WHEDA interest income

Fiscal Effect

State:
No State Fiscal Effect
Indeterminate
“]jincrease Existing

-] Increase Existing

~ Appropriations =~ Revenues Increase Cqst_s - May be possible
]| Decrease Existing [ Decrease Existing to absorb within agency's budget
Appropriations Revenues K Yes Clno
Create New Appropriations “JDecrease Costs
Local:
No Local Government Costs

] indeterminate 5.Types of Local

, 1.increase Costs 3.Increase Revenue G_e_rnment va;;‘fected C't'
; Permissive Mandatory |[[] ]| Mandatory Cownts 0' hage ies
% 2.{#]|Decrease Costs 4.Decreasc Revenue Sgﬁ:(;'e s WtTg!:
g Permissive i Mandatory Permissive HIMandatory Districts Districts
Fund Sources Affected Affected Ch. 20 Appropriations

GPR FED PRO PRS

-] SEG SEGS

Agency/Prepared By Authorized Signature Date

DOR/ Pamela Walgren (608) 266-7817 Dennis Collier (608) 266-5773 12/23/2002
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Fiscal Estimate Narratives
DOR 2/21/2003

LRB Number 03-0920/1 |Introduction Number AB-98 ]Estimate Type Original

Subject

Exempt from taxation WHEDA interest income

Assumptions Used in Arriving at Fiscal Estimate

Under current law, the Wisconsin Housing and Economic Development Authority (WHEDA) may issue
bonds to finance an economic development loan to finance multifamily affordable housing projects or eiderly
housing projects. This bill would make interest on bonds issued for those purposes exempt from individual
and corporate income fax.

Based on information from WHEDA, approximately $37.5 million in bonds are issued each vear (inciuding
refunding bonds). WHEDA estimates the current interest rate on the bonds at 5%. WHEDA estimates that
Wisconsin residents hold approximately 5% of these bonds, but that the amount could increase to 35% if the
bonds were exempt. This estimate assumes a constant level of newly issued bonds. Since most
corporations are subject to the franchise tax, not the income tax, the estimate assumes a tax rate of 6.5%,
the rate applicable to most individual income. Should the actual number of bonds issued annually or the
interest rates of those bonds change, the actual fiscal effect would also change.

If 5% of the bonds continue to be held by state residents, the estimated fiscal effect of exempting the bond
interest is to reduce individual income tax revenues by $6,100 annually ($37.5 million x 5% x 5% x 6.5%).
This amount would increase each year if more bonds were issued. After five years of issues, the fiscal effect
would be $30,500.

If 35% of the bonds were held by state residents, the fiscal effect would be to reduce individual income tax
revenues by $42,700 annually ($37.5 million x 5% x 35% x 6.5%). This amount would increase each year if
more bonds were Issued. After five years, the fiscal effect would be $213,000.

Long-Range Fiscal Implications



Wisconsin Department of Administration
Division of Executive Budget and Finance

Fiscal Estimate - 2003 Session

Criginal Updated Corrected Supplemental
LRB Number 03-0920/1 Introduction Number AB-98
Subject

Exempt from taxation WHEDA interest income

|Fiscal Effect

State:
No State Fiscal Effect

8 Indeterminate

K‘:;?ﬁgﬁa%’gﬁg ng ggﬁiieef Xisting [[Jincrease Costs - May be possible
] Decrease Existing [E]Decrease Existing to absorb within agency‘s?udget
Appropriations Revenues YES i|No
':liCreate New Appropriations Decrease Costs
Local:
[INo Local Government Costs
Indeterminate 5.Types of Local
1.[Hincrease Costs 3.[Elincrease Revenue Government Units Affected
Permissive _JPermissive[[JMandatory Vallage Cutles
2.Decrease Costs 4.[E]Decrease Revenue - \?‘}?gg
ElPermissive[F]Mandatory [Permissive [JMandatory ~ Districts
Fund Sources Affected Affected Ch. 20 Appropriations
GPR FED PRO [JPrRs SEG SEGS
Agency/Prepared By Authorized Signature Date

WHEDA/ Geoff Wheeler (608) 266-2027 Geoff Wheeler (608) 266-2027 12/9/2002




Fiscal Estimate Narratives
WHEDA 2/21/2003

LRB Number 03-0920/1 [Introduction Number AB-98  |Estimate Type  Original
Subject

Exempt from taxation WHEDA interest income

Assumptions Used in Arriving at Fiscal Estimate

Assumptions include $37.5 annual issuance, 6 yr avg bond life, marginal tax rate of 6.77%, average coupon
rate of 4.6%, and existing in state participation in bond program will go from 5% to 35% (based on other
states experience). costs will incrementally step up for six years, peak at year 6 and continue at that level
indefinately unless assumptions change.

First year loss to existing revenue stream of $5.800. In the sixth year, loss will be @%$35,000. NO COST TO
EXISTING REVENUE FOR THE FIRST THREE YEARS AS WHEDA WOULD AGREE TO REIMBURSE
THE STATE FOR ACTUAL REVENUE LOSS FOR THOSE FIRST THREE YEARS PER AN AGREED
UPON FORMULA.

Cost for additional level of participation (35%) is an opportunity cost, not an actual cost to existing revenue
stream, because without the double tax exemption, there won't be any increase in participation levels.
Maximum opportunity cost conservatively assuming all additional in state participation in these bonds
replaces investment in taxables, also steps up to @ $210,000 in year six.

Since rate reduction will be passed on to borrowers, there taxable income will increase by the amount of that
interest savings and will be taxed at income rates, further mitigating the fiscal impact.

Double tax exemption puts WHEDA on an equal footing with WHEFA, local housing authorities,

redevelopment authorities, and a recent City of Manitowoc Bond issuance for double tax exempt bonds for
housing purposes, authorized under Chpater 229.

Long-Range Fiscal Implications

see above



Testimony of State Representative Steve Wieckert

Regarding AB 98, Double Tax Exempt Bonding for Senior and

Multifamily Housing (WHEDA)

February 27, 2003

Mr. Acting Chairman and Members,

| appreciate this opportunity to set the gavel aside and present, for
your consideration Assembly Bill 98 which | believe would be of
significant help to many Wisconsin citizens encouraging the

availability of multifamily and elderly housing.

Currently, the Wisconsin Housing and Economic Development
Authority is operating at a disadvantage. Many different states and
bonding agencies allow these types of bonds to be double tax
exempt; however, not so for Wisconsin. This puts us at a competitive

disadvantage with other states.



This bill would put Wisconsin on a more equal footing making our
bonds more competitive, encouraging multifamily and elderly housing

project and adding to Wisconsin’s economic recovery and growth.

It is true that his will reduce the amount of revenue coming into our
state treasury by a small amount. | like to think that this is a good
thing because we are cutting taxes for the citizens of an already
excessively taxed state. This is also what will make these bonds

more attractive.

However we must realize that Wisconsin is facing a deficit. The fiscal
note indicates that between $6,000 and $42,000 a year may be the

amount of tax savings.

To help with this situation, WHEDA has offered to.reimburse the
general treasury for any amount of revenue lost through this state tax
exemption for three years based on an agreeable amount. In other
words, for three years, we will have all the advantages of double tax-

exempt bonding without costing any additional tax dollars.



This was strongly endorsed by WHEDA through executive director
Fitz Ruft last session and is now endorsed by Executive Director of

WHEDA, Antonio Riley.

After introduction of this bill last session, then-Governor Scott

McCallum included this provision in his economic development plan.

The savings on interest Would be passed alohg to customers through
lower loan rates. As a result, the construction of multifamily, elderly,
and assisted-living becomes more feasible. As Wisconsin’s elderly
and aging population continues to grow, we must make it easier for
these facilities to be developed. Doing so also creates business foe
builders, architects, contractors, and others involves either directly or
indirectly in the construction business. It is a stimulus to our

economy.
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- Contact: Representative Steve Wieckert

1-888-534-0057

Wieckert Builds Bi-partisan Effort for More Multi-family & Senior Housing

Legislation Won't Cost the State a Penny

Madison- More multi-family and senior housing units could be built in the future because
of legislation recently passed by the Assembly Housing Committee. Assembly Bill 98,
authored by State Representative Steve Wieckert (R-Appleton), creates a state and federal
tax exemption for bonds issued for multi-family and senior housing. “Our growing senior
population needs more affordable housing options in Wisconsin, this bill addresses that
need at no additional cost,” Wieckert said.

Developers are able to get lower interest rates on building projects because bond
investors are more willing to buy double tax-exempt bonds then the currently issued
single tax exempt bonds. Easier financing means developers will be willing to take the
risk of more multi-family and senior housing units.

Wieckert engineered an agreement by which Wisconsin Housing and Economic
Development Authority (WHEDA) would reimburse the State of Wisconsin for the first
three years for the cost in lost tax revenue to the treasury of the federal and state tax-
exemption bonds. “In these tough economic times, I am pleased to see that WHEDA is
able to step up to the plate with financial resources to help the State in this partnership,”
Wieckert said.

Assembly Bill 98 received a public hearing and was passed out of committee by a vote of
6-0 at last Thursday’s Assembly Housing Committee meeting.

Newly appointed Wisconsin Housing and Economic Development Authority (WHEDA)
Executive Director Antonio Riley praised Wieckert for his expedited movement of
Assembly Bill 98 at its Friday board meeting. "Affordable multifamily housing for all
residents and especially seniors remains in great demand across Wisconsin," said Antonio
Riley, WHEDA Executive Director. "This legislation will enable WHEDA to extend its
mission, helping us create more good places to live."



Wieckert has worked on this legislation for the past two sessions dating back to the
tenure of former WHEDA Executive Director Fritz Ruf. This session the bill-Assembly
Bill 98 is co-sponsored by Senate Cathy Stepp, the Chair of Senior Economic
Development, Job Creation and Housing Committee.

-30-
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Becher, Scott

From: ron.legro@wheda.com

Sent: Friday, February 28, 2003 3:45 PM

To: Chris.Gunst@wheda.com; John.Schultz@wheda.com
Cc: scott.becher@legis.state.wi.us

Subject: Draft quote for Wieckert news release

Gents,

I've now spoken with Scott Becher. Following is the Antonio quote Ifve
drafted for Rep. Wieckert's news release on the double tax-exempt bonds
legislation (AB98). Scott needs an approved quote back on his desk sometime
before noon Monday, at the very latest. Please copy Scott on your replies.

"Affordable multifamily housing for all residents and especially seniors
remains in great demand across Wisconsin," said Antonio Riley, WHEDA
executive director. "This legislation will enable WHEDA to extend its
mission, helping us create more good places to live."

Regards,

Ron Legro
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