
Fed expands municipal facility to allow
more borrowers in each state
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The Federal Reserve is again expanding the scope of cities that will be
able to borrow money through its emergency program for state and
local governments by allowing at least two cities or counties in every
state to be eligible, regardless of population.

The Fed facility will still purchase short-term debt from any state, as
well as counties with a population of at least 500,000, cities with a
population of at least 250,000 and certain multistate issuers.

But governors in states that have fewer than two cities or counties that
meet those population thresholds will have the power to designate
municipalities as direct borrowers from the facility.

Governors will also have the power to make two issuers in their state
eligible for the lending program if their revenue is “generally derived
from operating government activities,” like public transit entities or
airports.

The change comes after Senate Banking Chair Mike Crapo last month
said he was worried that the Fed’s population thresholds would
“impede access to smaller and rural communities,” noting that no
cities in his home state of Idaho were eligible.

The emergency program became operational on May 26, according to
updated answers to frequently asked questions about the municipal
facility. Bloomberg reported that Illinois is expected to be the first
state to tap the Fed’s lending program, with plans to borrow $1.2
billion from the central bank for one year.
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