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v/ 
September 27, 1973 

James E. Mitchell, Director 

Martin L. Wilk, Assistant. 

. Maine State Eousin-g Authority 

Attorney General 

Authority to Borrow Money to Defray Operation~ Expenses 

Tbe Maine state Housing Authority does not have the power or 
authority to borrow money directly. from a bank to finance "start-upn 
expenses of its inspection Division {which Division has been es- · 
tablished to administer the Industrialized Housing Law) since the 
legislature has · not explicitly authorized such borrowing. ·:rt would 
make no dif£erence whether such a loan·would be repaid solely out 
0£ fees generated by activities of the Inspection :Division, since 
the legislature has not authorized use·of the fees in such manner .. 

The Maine State Housing Authority ("Authority") has established 
an Inspection Division pursuant to the Industrialized Housing Law)· 
30 M .. R..S •. A. §§ 4771 - 4783. The primary function of the D.ivi.sion · 
is to issue and enforce rules and regulations.necessary to carry out 
the provisions of the Industrialized Housing Law. The Division will 1 

among other things, conduct inspections of the numerous phases of 
manufacturing., certifying, handling., storing., transporting and 
assemhiing.industrialized housing units and components, and generally 
administer the Industrialized Housing Law. 

The Authority desires to borrow money from local banking institu­
tions to finance "start-up" expenses for the Inspection Division. · 
It proposes to repay such a loan out of revenues derived .from fees 
which the .Authority is empowered to establish in connection with 
the administration·and enforcement of the Industrialized Housing Law., 
30 M.R.S.A. § 4777. 

·while we have not been informed what the amount of the O start-up" 
expenses would be., we note from a Proposal to Ne-w England Regional 
commission to Improve the Quality of Housing con.struction in New 
England dated September 6, 1973 (a copy of which was furnished to us 
by the Maine state Housing Authority together with its request for 
this opL~ion) that estimated expenses up to July 1., 1974 will total 
$313,000., and potential income from fees will total only $87,000. 



James E. Mitch-ell September 27, 1973 

QUESTION 1: 

Does the Authority have the power and authority to borrow money 
to def.ray operating expenses. of the inspecti..-on.division? 

QUESTION 2.: 

Does the Authority have the power and authority to borrow money 
for u start-upn costs of its industrialized hous.ing inspection program, 
when ·such borrowed funds would be repaid by · fees gener.ated under the 
program? 

QUESTION 3: 

would a debt of the Authority created for.the purposes outlined 
in either question l or 2 be an obligati011. 0£ the Sta~ of -Maine? 

ANSWERS: 

3.. see opinion ... 

REASONS: 

There is nothing in the :tndu&trialized Housing Law which specif­
ically empowers the Authority to borrow funds directly from; a 'bank;..;-.for 
operational expenses or .for any other purpose... While 30 M..R:.S~A. ~-
§ 4751 empowers the Authority "to issue bonds from time to time in 
its discretion £or any of its corporate purposes.," there is $ome 
question whether th~ pow.er to issue bonds embraces·the power to 
engage in direct bo:.rrowing and,· in any event, the direct borrowing 
of ooney solely to defray operational expenses of the Industrialized 
Housing Law would not. constitute borrowing for a 11corporate purpose!• 
contemplated by the statute in question ... 

As noted by the Justices in an opinion reported at 278 A.2d 699 
(1971), the powers o.f the Authority are set forth L, sections 46.51, 
4653, 4654 and 4760,; among others. Generally speaking, all these 
provisions relate to the financing 0£ residential housing for persons 
of low income - not to financing industrial.ized housing inspection 
programs. · There is nothing in these statutes which explicitly 
authorizes borrowing solely for operational expenses of any progra'WU 
administered by the Eousing Authority, let alone specific authority 
to borrow funds to tlefray administrative expenses in connection with 
the Industrialized Housing Law. 



' James E.. Mitchell septemher 27, 1973 

The powers of the Authority with respect to Industrialized 
Eousing include the power to approve industrialized housing and 
housing components {§ 4774), to issue and enforce rules and regula­
tions (§ 4775) to establish a schedule of fees(§ 4777), to employ 

·state inspectors{§ 4779) and to obtain injunctive relief :for 
violations of· t.rie Industrialized sousing Law and the rules and 
regulations promulgated thereunder (§ 4781). Had the· legislature 
intended the Authority to, in addition, borrow money to defray 
operating e:x.pensea of the program, it could hav~, and presumably 
would have; said so. 

This.conclusion finds further support in§ 4777 which provides 
that the Autho-rity 0 iihall establish a schedule of fees in connect.ion 
with the administration and enforcement of the Article." The legis­
lature contemplated that administrative expenses would be def.rayed 
by ·fees,. • not by a bank lean. 

Accordingly, since 1.n our opin~ the corporate purposes referred 
to tn § 4751 and§ 4760 do not embrace the administration of the 

- industrialized sousing Law_, but rather are limited to the corporate 
purposes enumerated L"l §§ 4601 - 4766., any authority which may exist 
to engage in dire.ct borrowing for the. s,0le and express purr,ose of 
financing operating expenses in connect.io11 with the .. corporate 
purp.!)s&s" ra:ferred to in §.§ 4601. ...; 4766 (ai~d we have some doubts 
that any such authority does exist.) would not. extend to expenses 
needed to administer the Industrialized Hou.sing Law,. 

our opi.nion is not altered by the proposal that the loan would 
be repaid by fees generated under the inspection ;program .. While, 

. as we noted above;, the Industrialized Housing Law does provide that 
fees are to be utilized to administer the ·law4 30 M.R.S.A4 § 4777, 
the st:at.ute does not authorize pledging those fe.es to repay a bank 
loan... Al1d 1 since it is our opinion t11at the act of incurring such 

· an obligation •,li'OU.ld be impermissible in the absence of explicit 
legi.slative authority.,. it 1nakes no dif£erence what the source of 
funds for repayment would be. 

In view of our ans'1¥'e:rs to questions 1 and 2, we trust tbat it 
is not necessary to express an opinion on question 3 at this time .. 

MLW:E 

~.artin L. Wilk 
Assistant Attornez General 


