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Chapter 600 

sYLLABUs, 

llay 6, 1974 

Veterans Small Buaineaa Loan Bd. 

Attorney General 

The ICaine vet.er.a Small Buaiaeas IoaD Authority Board~ 
aot authorizecS t:o inaure unaecurad 10111111. Where a conflict_ • exiata 
between the COll8titution ana a statute, the incon■ia~t atatut.ory 
prc,vi■ion 1111■t yield. to _ the conatitution. The Board 1a not per
mitted to illlnlre loan• ~ by a aec:01Ml mortgage, it. may only 
in■ure loan ;payment• which are aecuzed by a •a,rtgag•" •• that • 
tera ia -:f!iled in the statute, i.e., •• firat lien on •• eligible 
project." • 

• The inaurance preaiua authorized by &act.ion 49 of the Ac:t 
ahould be c0111p11ted ~• a percentage of! the entire principal obliga
tion outatan4in9 at the hegtnn.t.ng· of each year and not aa a 
percentage of •rely that ·.port.ion of tbe principal abligation· 
iaaured by the Board"' The Board ia • limited to innring up to 
BO'J' of a loaa having a maxiama principal abUgation not a.xcaad-
J.ng $15, ooo. In other worda • . the extent of tbe Board'• in■urance 
obligation with reapeet. to aay one project •Y at no time exceed 
$12,0()0. • 

PACTS: 

Ill 1973._t.be '106th Legi•lature, meeting in regular aeaaion, 
enacted P.L. 1973, Chapter 600, entitled •u AC! creating the 
Kaine veteran• Small Buaineaa Loan Authority Board and Batabliab
ing ·a llortgage Inauraqce rune!,• 37-A K .a.s .A. IS 41 through 50-1'. 
Simply atated, th• Act authorize•~ Board to. inaure qu~li~ied 
loan paymeata required by the firat mortgage QA eligible projects. 
The program ta limited to qualified veteran• aa defined in 
Section 45 (10) of the A.;:t. .'l'he legislation wae authorized by 
canatitutiaaal amendment approved by the voter■ in aovember, 
1972, as followa1 

• 14-B Buaineaa loan■ to veterans 

•section 14-B. · l'Or t.he purpoaea of. recog
nizi.Dg the aervicea and aacrificea of Main••• 
men ail4 wamen·who have ■erved their state and 
country through hDDOrable aervice in the Armed 
Porcea of the united state■ in time of war or 
national emergency,tmlarging the opportunities for 
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empl.oymant of Maine•• veter.u, inllurin; the 
pr4a•ervation and betterment of the economy of 
the st.ate of Naine, and atlmulating the fl.olf_ of 
private ·1mreatment funda to Main•'• veterana, tlw 

~latun ~-r-t I in~ the f* 2( 1 ~ti~iitttf -Ljiit• an o rea - nt: • ve an• o • Arma l'Ore•• 
i'l'""Ehe uaiited ,at.tea,· when auoh · 1oan■ are ·macie ift. 
connection with _ach legit.iaiillte purp0ae■ alld_· under 
nah·t.a•.anct cand:1.tlona •• t:he Lilgi.alatur• ay 
det.enline,· not exoeeti.ng 1n tbe- ·•n"9•t.• two 
million dollar• : 1n·· •IIOV.l\t at. any ._. • time and raay 
ai.o appropr~~~ ~~ and _author~ the l■auance 
of Jx,ndll on behalf of· the atata at.. auch time■ ancl in 
auah aa,\Ulta •• it may det•l'lline to •• payant■ .. 
in•ure4 •• aforeaa.icl. • (Bmpba■u adM4.) 

: • • ' • ' ~ ~ • • • • I 

ARt-ricp i ; . 

: · • 1_. Kay the. v~~nna. ·ama11 Bu•~•• i.oan Authority JM.)arcl' 
.1~,•.lly inlllld • un■•aure4· . ~n• 'I •o. . . • 

· 2. Kay _ the wuance pPlli• aut.borlN4 J:»y section 49 of the 
Act 'be C0111P11tec!l ·•• ·a pe~•t•CJ• of the •t.ire prlnclpal obligat.:Lcm 
outatanding at-'the beginning of ••ah·~•r or only wlth respect to 
that portion. Of t.1'19 prinai"'l obligation inaured by the AUthoZ'.ity 
or a°" of t.ba principal oolf.gation? A• a perae11tage. of the em:iN 
princ:ipal obligation out.■tandin9 at. the b4igJ.nning of eacb year. 

_. l. Nay ·the aoarc!l legally in■=- ui, to $15;000 of a pr.~~pal 
obligation whiah exceed• that IIIDOWl't,· .or whet.her it la lilllitecl to 
inauring 8°" • of 1~ which Ulvolve a. principal obligation up to 
wt ~t ••••cU.n9 f~$,0007 · 'l'he Board may·not: inaur• more than 
8°" OJ."· $12,000 of a ·1oan having • miaxinum . principal obligation 
of f15~000. • • • • 

MYM• 
1-. section 14-a· of the Con•titutian •tat•• bl pertinent 

part that 11th• Legislature by proper enactment may insure the 
payment of up to 8°" of any morme loan to re■ident Maine 
veterana d the Armed l"orce■ o onite4 state■, when 1Nch 
loan• are made in connection. with auah legitimate purpo• and . 
UDder ■ueh term■ and condition■•• the Legialature may cletarmine.• 
(Bmphaala added.) 
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Thia J.anvuage limit■ the kind of loan■ which •Y J.,e in■und 
to 1D0.11:9age loan■• The reference to "te~ -· and condition■ n refer■ • 
to auch t:eau :an4 acmdition■ which 1:1\e Le9lalature ·uy ·datermina wit.h 
re■peet to !!!?!!:IM• loana. 

When tba ~i■lature enaabad the Nalna va1;ar11U small Buaine•• 
Loan AOt; it ptarpo1'ted in ••~lcin so-a t'o authoriae ti. Board to 
insure, .loau w:Lth 111••• than full colla·toral or even no collateral 
• . • • ·... . Thia provlaian obriaualy 1• in- direct • c~lict with · the 

·unaez-lying con■titutiona1 p,;ovi.■ion referre·.s· to above. 
' . . . . ' . . . ' ' . . 

'l'he law ia wa 11 liettlecl that where • a ccni U.ct. exi■ta between 
the. 9onatitutlon •~ a iitatute\ purportedly enacted pursuant. thereto. 
the lnc:onai•t~t •~•t:~te mat iteld t.o·tha cora■t~tution. alld to the 
extent there i■ anya.nconatatency~· _the at■tute - 1a without. f~c:e or 
effect. •• • . . 

.... ·: ... 11Urt.her ~pport, fcMr· this canatruc:tion • ~~ara in the Act 
itaelf. Seation 43 ~idea· that "th• Maine veteran■ small 
»ualnea■ LOan Authority· la authorized to•in,eura. tbe payment of 
Up 't.o '$0l' of m91•e J.<)alUI ffCUNd by eligible project■• • •• -... 
Sec:t1-.· 45 (8) 4i iiies ·the, taz:m 111110ng119e•• ·as· "a f~•t lien Oil' 
an .eligible project··auch •• cc>imaonly given to ■ecur• 11dviiiciil,.~ 
on ·an· unpaia p11rc:ha■e ·.price of rea·l eata~• or' personal praperty 
under~ lawe of tbe sta~ o! .Kaina, tow•~•r with the credit:-
tnatrwaiant•, 'if any·~- ·-~4 tmrqy. a •, : ·, • ·, • . , . ., • • 

. . . . . . · . .. : . . . . 

. • In acldition~ sect~ ·49 prov~da• that the Boar4 la author.bed 
to in•u~ loan payment• .. "required b)r ~he· fir'at •m•s• on any · 
e11g:Lb.l~ project.·· ... . 11 provi«.4 the aggregate pr liial obligat:ion• 
of . all mort91•• ■o inwre4, outatanding ·•t • any one _tima, ahall not . 
exceed two lion dollars. • 

The repeated referenea ·to mortgage loan• end security intereata 
throughout the Act c!emoftatratea t.be overriding intention of the 
I.,efialature co limit tM .program. to inllu.ril:lg fully co11aterialized 
loana. 

2. . 'l'U&'ning to . ·tiw _queation concarnin9 the mannar in which 
inauranett premiuma ·ahall be computed, we note that: section 49 of 
the Act prc,vide~· •• foll-.1 • • •• 

• 49.- Loan lnaurance premium 

"The loan authority 'board ia autharlzed to 
f:lx loan inaurance premium for the insurance 
of 1011~ p.11ymenta under thia aubc:h-.,pter, such 
preaiwu to 'be ~omput.ad •• a percentage of the 
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er:Lnaipal obl·igation of the loan outataac1-
1ng at the 'beginnin; of eaah year. such 
iluiurance premiuma aball not be i••• than It of 
1" paz:o year .Doi;' more tban ·2" par year of ■aid 
out.-tan~ principal obli9atlcn. · such premium■ 
ama11 . b■ pay.i,le by the lander• in aueh manner 
•• ■ball be preaaribe4 by the loan a1.1thority 
board.• · • • 

The J:"eferenc:e to ••the printJipal obligation of the • 1oan" r•far• 
to tbe emoa11t· of prinaipal' which the boz,rower owaa ~ the 1.endllr~ 
While the ~t of. i.yura~• 1• •XJ"•"d in .ter11■ of up to 8°" 
of •~•r. ~ ci~Gri). tbe c~t~ of· inauranae 
ljmluu ■ . clearly exprea .. d •••percentage of the .principal 
-J.lia££oa·ot the entiH ·loan outatancling at th• becJinning of 
each yaax-. Bae! the Ltlgl•lature ·int.endec! pramiuu to~• computed 
~ ~ .ba•~ of a f~1~ whloh . .recopiaecl ~t only up to · $<>?' 
wa1 b~~-ineund• i• pr:alftUlll))ly·wou.14 M'VII done ao expce••ly • 

. ·. ' , : . . .• ' . . . . . .. . . ' . 
we no~•. pa~batical.ly, t!hat t.be aoar4 baa aonai&tff.?tle 

lat:lt~de in ftxini ,-uuma fra. a . miniatm of &J of 1- ·per par 
1'~ 2" ,-r yea.r. Xf, th•~•fore, 'th• Boa·rd deiiirea to take tba '°" faato:r: 1nto con■icleration in •~riving at cha percentag~ to 
be ahazpd, it ha. _oanaiderable latitude wi~:Ln-whlch ~ · do.so. . : . . . . 

,. • • • • · 3 • • l!lii;h r••»e~ · to the . aaxilima limit■ . of • inauranae, t.ha 
BM.rd i• authorbacl to ia-,ue, • it l•- n•••l!l•Z'Y • to r•~•r to • 
aectlon 48 (5 > whic:h provides in peartiiient pa.1:'t "to be •litible 
for 1-ur~• uncter thia aubohaptar, a io.n :ahall. • •• involve 
a 'pziJAcipal ob1iga1:ioD 11ot t.o axc~d: $~~000." _ · • • •• 

'auite elau:ly, a · Qeeenary p&-eGQl\4:1.tion-to eligibility 
i• that the .loan to be inaared not exceed f 15. ooo. The amount 
of ~urffii, ·ho•ver. ·.111,· l,y virt.ue ·of ·section 43 of the ·Act 
4111d VV.e of Article 14-B of t.be Conatitution, limited to 
8°" of the el19ible loan or .• · maxiawl of $12,000~ 

HAZ'Dl L. WJ:LK 
Assistant Atto~ General 


