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BILL SYNOPSIS

: 
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	Bond Issue – Community and Economic Development Loan - $38,000,000

Sponsor:   President Brandon Scott (The Administration) 
[bookmark: Text16]Introduced:  April 1, 2020

Purpose:
 
[bookmark: Text6]For the purpose of authorizing the Mayor and City Council of Baltimore (pursuant to General Assembly House Resolution III and Senate Resolution III of 2020 approved by the members of the Maryland General Assembly representing Baltimore City) to create a debt, and to issue and sell its certificates of indebtedness as evidence thereof, and proceeds not exceeding $38,000,000 from the sale of such certificates of indebtedness to be used for the cost of issuance…

Effective:  Following City voters' approval at the General Election (Tuesday, November 3, 2018)
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Analysis

Current Law:  

Pursuant to House Resolution III and Senate Resolution III of 2020 approved by the members of the Maryland General Assembly representing Baltimore City.

Bond Issue – Community and Economic Development Loan - $38,000,000 

In 2018, voters approved the Community and Economic Development Loan in the amount of $23.5 million per year for fiscal years 2020 and 2021. This loan supports projects to revitalize and stabilize neighborhoods, create and sustain jobs, and increase tax revenues for the city. Other uses of these funds range from the elimination of blight through strategic whole block demolition; provide financing and incentives for private investment; and improve the appearance of commercial and industrial areas. In 2020, the loan amount has decreased to $19 million per year for fiscal years 2022 and 2023.

Background
 
In Fiscal 1992 and 1993, the Maryland General Assembly enacted legislation (Section 7 of Article XI of the Constitution of Maryland) and City voters ratified local legislation permitting the City to issue General Obligation Bonds with call provisions and to refinance debt, thus allowing the City to take advantage of favorable interest rates and achieve debt service expense savings. General Obligation bonds are backed by the full faith and credit of the city, meaning that the city will use its taxing authority to repay the bonds in the unlikely event of a default. 

A debt study was conducted off of the Fiscal 2012 Summary of the Adopted Budget, and the consulting firm stated that the City could issue up to $80 million in General Obligation bonds each year while maintaining stable financial position and bond rating.  During this same year the City’s bond rating was increased and now stands at an Aa2 and AA by Moody’s and Standard and Poor’s rating services.

General Obligation bonds are borrowed funds that are used for capital projects. The 2020 Loan Authorization would allow the City of Baltimore to issue up to $160 million ($80 million per year) in General Obligation bonds for fiscal years 2022 and 2023. Voters will be asked to authorize the City to issue General Obligation bonds in various amounts for four broad purposes. 


Additional Information

[bookmark: Dropdown7]Fiscal Note:  
Information Source(s): Agency Reports


Analysis by:	Samuel Johnson, Jr.		Direct Inquiries to: (410) 396-1091
Analysis Date:  June 2, 2020								
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