Gulf Coast Recovery Bonds - 

· A bill to create a federal guarantee to the states of Louisiana, Mississippi, Alabama, and Texas to allow those states to issue revenue bonds to fund the rebuilding of the Gulf Coast. 

· The federal guarantee would be up to $60 Billion and would apply only to municipal revenue bonds issued by the following states:

· Louisiana - $20 Billion

· Mississippi - $20 Billion

· Alabama - $10 Billion

· Texas - $10 Billion

· The state who has issued the bond would have the first obligation to pay the bond back.  If the state did not pay either the interest on the bond or repayment of the bond at maturity, the federal government would meet that obligation.  

· If the state did not meet its obligation to pay the bond back, the state would be placed on a repayment plan to the Federal government, as determined by the Secretary of Treasury.  

· Currently, there is a provision in federal law that requires that all municipal bonds that are guaranteed by the federal government to lose their tax exempt status.  We believe this provision should be waived so the bonds would still be tax exempt. 

· The state would have to follow all other provisions of federal law in order for those bonds to be tax-exempt.

· The bonds should be revenue bonds, used with the specific purpose of rebuilding certain public utilities, facilities, etc. with the intent to earn revenue to pay the bond back. (ie. rebuild a sewage treatment facility and repay the bond with revenues earned from sewage fees) 

· The bill would allow the Gulf Coast affected states to use their own entrepreneurship in redeveloping their own communities with their own accountability.  It would also prevent the federal government from leading such efforts as local community design.  It provides the states the safety to issue such bonds and the investor some safety to buy them as there is federal backing and the opportunity to assist in the relief efforts.

If you have any questions or comments, please call or email Josh Mullen at joshua.mullen@mail.house.gov or 5-2811.

