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Thisfiscal note corrects the bill number for the Colorado Recovery and Reinvestment Finance Act of
2009.

Summary of Legidation

Thisreengrossed bill amendslanguageinthe" Colorado Recovery and Reinvestment Finance
Act of 2009" (HB09-1346) to reflect therecent changesto atype of bonding instrument in thefederal
"American Recovery and Reinvestment Act of 2009" (ARRA). The bill does not authorize new
borrowing by public entities in Colorado, but it makes changes to enable the use of the federal
bonding instruments.

Background
The" American Recovery and Reinvestment Act of 2009" established several subsidized bond

types that governmental entities can use to fund capital projects. The two main categories of these
bonds are as follows:
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P direct subsidy — bonds are issued at the current daily interest rate and the
government will subsidize up a portion of the interest paid by the issuer
(state, counties, or municipalities) to the purchaser; and

P qualifiedtax credit obligations—the bond purchaser receivesatax credit rather
than receiving interest payments.

The recently passed federal "Hiring Incentives to Restore Employment Act" changes the
existing qualified tax credit obligations to be direct subsidies. The two qualified tax credit
obligations that are impacted are the Qualified School Construction Bonds (QSCBs) and the
Qualified Energy Conservation Bonds (QECBS). For these programs, bonds will now be direct
subsidy bonds that are issued at the current daily interest rate. The issuer is reimbursed by the
federal government for 100 percent (QSCBs) and 70 percent (QECBS) of interest payments made
to the purchaser.

State Expenditures

This bill does not change the amount of funding available for construction projects.
However, by allowing the state to use low-interest federally subsidized bonding toals, it extendsthe
state's bonding capacity and permits more, or higher cost, projects to be completed with the same
amount of funding.
L ocal Gover nment I mpact

Local governmentsareal so ableto usethefederally subsidized bonding toolsand can extend
their bonding capacity.
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