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L.D. 821

(Filing No. S- 195)

STATE OF MAINE
SENATE
114TH LEGISLATURE
FIRST REGULAR SESSION

COMMITTEE AMENDMENT " A“ to S.p. 316, L.D. 821, Bill, "An
Act Providing for the 1989 Amendments Pertaining to the Finance
Authority of Maine Act”

Amend the bill by striking out all of section 3 and
inserting in its place the following:

‘Sec. 3. 10 MRSA §357, as enacted by PL 1985, c. 468, §2, is
repealed.’

Further amend the bill by striking out all of section 4.

Further amend the bill by inserting after section 4 the
following:

‘Sec. 5. 10 MRSA §963-A, sub-§§24-A and 49-D are enacted to

read:

= n r m " W
" _mean inanci reem fin he Finan
Mai i n Wi h Main
Pr A i 7
49-D. L . "Sw rty" mean
w w m ]

Further amend the bill by striking out all of section 12 and
inserting in its place the following:

'Sec. 12. 10 MRSA §§988-A, 988-B and 1023-F are enacted to

read:

-A ural R urces Capital Inv nt Fun

l. Creation. The Natural Resources Capital Investment Fund
. 3 3 blished 3 ] surisdiction . 1 of
the authority.
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COMMITTEE AMENDMENT "/7" to S.P. 316, L.D. 821

2 moneyv. Th h id in h n
following:

A. All money appropriated for inclusion in the fund;

B i n n T her i i 11
: -VO 1'1° . . m . n

i . i he . nti
lied ! £} thority to carry out this section and section
988-8.
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COMMITTEE AMENDMENT "%;" to §.P. 316, L.D. 821

2. Eligible projects. To be eligible for assistance under
) . } ] 1 ] 5 ] m
nsi £ n i novati isition of lan

Procedure Act, Title 5. chapter 375, subchapter II, provided
he in is n 1 % r and loan
p:3 r r ipmen 2 r
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COMMITTEE AMENDMENT e to S.P. 316, L.D. 821

pursuant to the Maine Administrative Procedure Act, Title S,
7 h r II.

m i ion m
n . i 45% )| n
ligibl . T hor blist mechanism
for reserving funds for or giving priority to projects in

AMWMMMQ
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COMMITTEE AMENDMENT "[JT" to S.P. 316, L.D. 821
authority as provided in this section may be invested in a manner
rmi law.
4. Accounts within fund. The authority may divide the fund
n i i venien
r ncl im
accounts reserved for direct loan funds,
5. Revolving fund. The fund shall be a nponlapsing.
revolving fund. All money in the fund shall be continuously

! 1 ! ! !l -! ! !]. . : !-
ngﬁ_gi [

Further amend the bill by inserting after section 12 the
following:

‘Sec. 13. 10 MRSA §1026-D, sub-§2, B, as enacted by PL 1985,
c. 344, §49, is amended to read:

B. The authority may insure no more than 90% of the
mortgage payments, except that the awthority may insure up
100% of ] if t) . 1 lend id

nder in n_an . h n of

v m nism new__mar n
. m vi w r
1 with eli 1 in ing workin
capital.
. ligibl Lrow . igi i nder
h ram rrowers m for- £i r _nonprofit business
m v W 1
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COMMITTEE AMENDMENT /1" to S.P. 316, L.D. 821
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COMMITTEE AMENDMENT "[7/* to S.P. 316, L.D. 821
n wi h
loan_ or u inv from ren ration nd n
from the income anticipated from the project and that the
roj will likely r in signifi i nefit in
(] form £ . 3 tuniti £ ]
i ki m mark i
€] Stat £ Maj 3 3 vi ! | h
in r £ whi rower i m rial
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growth. '

Further amend the bill by striking out all of section 13 and
inserting in its place the following:

‘Sec. 13. 10 MRSA §1032, sub-§§2, 3, 4 and 6, as enacted by PL
1987, c. 697, §9, are amended to read:

2. Application. Money in any capital reserve fund created
pursuant to subsection 1, except as provided in this section,
shall be used solely with respect to mortgage loans, repayment of
which is secured by any such fund, for the payment of principal,
accrued interest and costs and expenses chargeable to the
mortgage loan amd . with respect to interest rate swap agreements

benefiting eligible enterprises, _and with respect to amounts
w i i m th

i igi i W i ns hav n

} ized law. M s ita] fund m ] 3

un W ion or

therwi 3 l ] . ! }
m n i w m h
i in in mmissi j mniti xpen an

other amounts due, Money in excess of the reserve requirement

established pursuant to subsection 4 may be transferred to other
funds and accounts of the authority.

3. Security for mortgage 1loans. With respect to any
mortgage loans which may be insured under this subchapter amd _
interest rate swap agreements benefiting eligible enterprises and

r dir n ligibl
enterprises, the authority may provide that such mortgage loans
e¥ . interest rate swap agreements or loans to the authority

shall be secured by one or more capital reserve funds established
pursuant to subsection'l instead of or in addition to mortgage
insurance provided under other sections of this subchapter.
Limitations and requirements applicable to mortgage insurance
under sections 1026-A to 1028 shall be applicable to mortgage
loans, but not interest rate swap agreements 9or loans to the
authority, to which one or more capital reserve funds apply as if
the mortgage 1loans were backed by mortgage insurance. Capital
reserve funds may secure interest rate swap agreements pertaining
to eligible enterprises which demonstrate the ability to honor
the swap agreement as determined by the authority and which do
not have as a principal element space for retail sales or

Page 7-LR0977(2)
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COMMITTEE AMENDMENT "7 to S.P. 316, L.D. 821

professional office space, as defined by the authority. Any
commitment with respect to a mortgage loan executed and delivered
pursuant to this section shall be conclusive evidence of the
eligibility of the mortgage loan for insurance and the validity
of any such commitment or contract shall be incontestable in the
hands of a mortgage lender, swap coupterparty or lender to the
authority except for fraud or misrepresentation on the part of
the mortgage lender, swap counterparty or lender to the
authority. Mortgages secured by capital reserve funds under this
section are made legal investments for all insurance companies,
trust companies, banks, investment companies, savings banks,
savings and loan associations, executors, trustees and other
fiduciaries, public and private pension or retirement funds and
other persons.

4. Reserve requirement. The authority may provide that
money in any such capital reserve fund shall not be withdrawn at
any time in an amount that would reduce the amount of any such
fund below an amount established by the authority with respect to
the fund, except for the purpose of paying the amount due
pursuant to the terms of any mortgage loan or interest rate swap

agreement ox loan to the authority, repayment of which is secured
by any such fund.

6. Obligations outstanding. The authority shall not have
at any one time outstanding obligations to which this section is
stated in any agreement of the authority to apply in principal
amount exceeding $66,000,000 $75.000.000, 1less the amount of
revenue obligation securities to which section 1053 is stated in
the trust agreement or other document to apply. Amounts of
revenue obligations securities which are not taken into account
pursuant to section 1053, subsection 6, shall not be taken into
account for purposes of determining the amount which may be
outstanding under this section.’

Further amend the bill by inserting after section 13 the
following:

‘Sec. 14. 10 MRSA §1053, sub-§2, as enacted by PL 1985, c.
344, §78, is amended to read: ‘

2. Application. Money held in any capital reserve fundg,
except as provided in this section, shall be used solely with
respect to revenue obligation securities, repayment of which is
secured by any such fund and solely for the payment of principal
of the securities, the purchase or redemption of the securities,
including any fees or premiums or the payment of interest on the
securities. JIn addition., Jif the authority obtains a letter of

i insuran ntr n I imilar financial
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COMMITTEE AMENDMENT “[F/" to S.P. 316, L.D. 821
n £ 1 i in ion with th
r f i i n n n r imilar
financi nder i includi n imi 11 fee

expenses, indemnities and commissions, Money in excess of the
reserve requirement se&--forth established as provided in

subsection 3 may be transferred to other funds and accounts of
the authority.

Sec. 15. 10 MRSA §1053, sub-§§3 and 4, as amended by PL 1987,
c. 697, §12, are further amended to read:

3. Reserve requirement. The authority may provide that
money in any such fund shall not be withdrawn at any time in such
amount as would reduce the amount of any such fund te-less--than
the--masimum - amount--of - principal--and -interest--becoming--due--and
payabie-under--any-appiicable--trust--agreement - or--other -agreement
in---the---next---succeeding--12-meath--period helow an amount
established by the authority with respect to the fund, the amount
established by the authorjty being referred to as the "capital
reserve requirement," except for the purpose of paying the amount
due and payable with respect to revenue obligation securities,
repayment of which is secured by any such fund, or reimbursement
obligations of the authority with respect to any letter of
mww

n kin rtaini h nd.

4. Issuance limit. The authority may provide that it shall
not issue revenue obligation securities if the capital reserve
requirement established by the authority with respect to
securities outstanding and then to be issued and secured by any
such fund will exceed the amount of any such fund, including the
amount available teo--be-<drawn--oan under any letter of credit,

imilar inanci
undertaking given to secure the capital reserve requirement, at
the time of issuance, unless the authority, at the time of
issuance of the securities, shall deposit in any such fund from
proceeds of the securities so to be issued, or from other
sources, an amount, which, together with the amounts then in any
such fund and amounts available te-be--drawn under any letter of
credit, nsurance contract, surety bond or other similar
ﬁABQQS&il_Mﬂdﬁsséklgg, will not be less than the capital reserve

requirement.’

Further amend the bill by renumbering the sections to read
consecutively.

Further amend the bill by adding before the statement of
fact the following:

'FISCAL NOTE
This legislation appropriates from the General Fund to the
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COMMITTEE AMENDMENT /7" to S.P. 316, L.D. 821

Finance Authority of Maine a total of $1,750,000 in fiscal year
1989-90 and $1,500,000 in fiscal year 1990-91. 1In fiscal year
1989-90, $250,000 will expand the Pine Tree Partnership Fund
program; $1,000,000 in each fiscal year of the next biennium will
establish a natural resources capital investment program; and
$500,000 in each fiscal year will establish the Innovation
Finance Fund.

This legislation will increase the 1limitation from
$50,000,000 to $75,000,000 on the amount of moral obligation debt
that the Finance Authority of Maine can have outstanding at any
time. This moral obligation debt is backed by capital reserve
funds which, if there are insufficient reserves in these funds
due to a significant increase in defaults, are replenished by
transfers from the State Contingent Account and, if necessary,
additional General Fund appropriations.

The increase in the 1limit will increase the reserve
requirements. While no transfers or additional appropriations
are required at this time, there may be future requests for
transfers and General Fund appropriations due to the expanded
activity.’

STATEMENT OF FACT
This amendment makes the following changes to the bill.
1. It corrects a technical error in the bill.

2. The Finance Authority of Maine, which is currently
restricted to insuring no more than 90% of a loan, would be
authorized to insure 100% of an eligible loan if the excess over
90% is secured by a letter of credit from the 1lender, or the
equivalent. This will benefit borrowers using bond financing in
that they would be able to get the best available interest rates
on the loan, without materially increasing the authority’'s risk,
while ensuring that the 1lender servicing the 1loan has an
investment at stake in the project.

3. The amendment will authorize the Finance Authority of
Maine to pledge the "moral obligation'" authority, in effect, the
State's credit, to secure loans to the authority to be used to
make direct loans to borrowers where the authority has been
authorized to make direct loans. This will allow the authority
to augment funds appropriated to the Natural Resources Capital
Investment Fund and the Innovation Finance Fund.

4. The amendment facilitates the issuance of tax-exempt and
taxable bonds to benefit eligible businesses by clarifying that

the moral obligation authority which the Finance Authority of

Page 10-LR0977(2)
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COMMITTEE AMENDMENT *"//" to S.P. 316, L.D. 821
1 Maine uses to provide credit enhancement on bonds and loans
covers principal and interest due as well as all associated
3 costs, including fees, commissions and indemnities due the
parties to the financing. In addition, the amendment permits the
5 authority to determine the appropriate amount of the reserve
requirement that must be established for moral obligation
7 financing.

Reported by Senator Weymouth for the Committee on Housing
and Economic Development. Reproduced and Distributed
Pursuant to Senate Rule 12.

(5/31/89) (Filing No. S-195)

Page 11-LR0O977(2)





