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Be it enacted by the People of the State of Maine as follows:

“Sec. 1. 30-A MRSA §5902, sub-§1, A, as amended by PL 1989, c.
104, Pt. C, §§8 and 10, is further amended to read:

A, To foster and promote by all reasonable means the
provision of adequate capital markets and facilities for
borrowing . money by counties, municipalities, School
Administrative Districts, community .school districts,
guasi-municipal corporations an her nmental i
and for-the--financing-of to finance their respective public
improvements and other municipal purposes within the State
from proceeds of bonds er, notes, any other form of debt or
leases issued by those governméntal units:;

Sec. 2. 30-A MRSA §5903, sub-§6-C is enacted to read:

_6-C. Municipal hond insurance fund, "Muﬁicigai bond

 1nsurance fund" means any fund or funds established by the bank

to provide reserves to insure payment of any state or mun1c1pal
1ssuance of . debt, pursuant . to a___bond insurance program

established by the bank.

‘ Sec. 3. 30-A MRSA §5953, sub-§1, 9B and C, as amended by PL
1989, c. 104, Pt. C, §§8 and 10, are further amended to read:

. B. Authorize and issue 1ts bonds and notes payable solely
‘»”from the revenues or funds available to the bank for that
purpose; ané

. C. Otherwise assist governmental units as prov1ded in this
chapterr, and

‘Sec. 4. 30-A MIRSA §5953, sub-§1, {D is enacted to read:

D. _Borrow money and make the borrowing proceeds available
to the municipality at termg€ agreed upon by the bank and the
municipality.

Sec. 5. 30-A MRSA §5953-A, sub-§1, as enacted by PL 1989, c.
§§19 and 31, is amended to read:

o 1. Loan application. A municipality may apply for a loan
from the rev01v1ng loan fund, the proceeds of which shall must be
used to acquire, design, plan, construct, enlarge, repair or
improve a publicly owned sewage or water system, sewage or water

_treatment plant or to implement a related management program.

The bank may prescribe any application form or procedure required
of a municipality for a loan under this section. The application
shait must include any information that the bank determines
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necessary for the purpose of implementing this section and
section 6006-A. ’

Sec. 6. 30-A MRSA §5954, sub-§1, JN and O, as amended by PL
1989, c. 104, Pt. C, §§8 and 10, are amended to read:

N. Fix and prescribe any form of application or procedure
to be required of a governmmental unit for the purpose of any
loan or the purchase of its municipal securities, and fix
the terms and conditions of any such loan or purchase and to
enter into agreements with governmental units with respect
to any such loan or purchase; and

0. Do all acts and things necessary, convenient or .
desirable to carry out the powers expressly granted or
necessarily implied in this chapter~; and

Sec. 7. 30-A MRSA §5954, sub-§1, P is enacted to read:

P. In accordance with the limitations and restrictions of
this chapter, cause any of its powers, duties, programs or

operations to be carried out by one or more nonprofit

corporations, Nonprofit corporations acting at the
direction of the bank must be organized and operated under

the Maine Nonprofit Corporation Act.

Sec. 8. 30-A MRSA §5955, sub-§2, as amended by PL 1989, c.
104, Pt. C, §§8 and 10, is further amended to read:

2. Charges. Impose and collect charges., whether or not the

loan is made or evidence of borrowing or program participation is
shown, or the municipal securities are purchased, for its costs

and services, 1in review e¥, consideration gr servicing of aay
proposed--loan —-£o-—o - goveramental--unit -or--purchase--of--munieipal
seagurities~ of--the -governmertal-uait,-whether -or-not--the -loan-is
made-e¥-the-munieipal-seeurikties-are-purchaseds?

A. Any proposed or outstanding loan;

A loan agreement to borrow on behalf of a municipality:

r

C. A program participation agreement with a governmental

unit.

[OU.‘J

Sec. 9. 30-A MRSA §5959, sub-§1, as enacted by PL 1989, c. 48,
§§20 and 31, is amended to read:

1. Rules. The -~ -Department--—of --Eaviroamental--Prokectkion
Appropriate state agencies and the bank may adopt rules and
policies necessary to impiement--gections -5953-A--ard--6006-A-ke
ensure--the --self—sustaining --nature - of-—-the - fund--ereated--under

—
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sestion—--6006—A —and--also--£o--ensure - {KWEHA£HKE%4W}Eh --‘the -Federal
Waker~Pellutieon-GCentrel-Aeck,-TFitle-VE+:

A. Implement section 53-A, 6006-A an 06-B to ensure.
h - inin n r h cr nder
sections 6006-A and 6006-B: and

B. Ensure compliance with the Federal Water Pollution
ontrol Act, Title VI and the Federal Safe Drinking Water

~Act _and their amendments.

Sec. 10. 30-A MRSA §5959, sub-§2, JC, as enacted by PL 1989,
c. 48, §§20 and 31, is amended to read:

C. The bank is' designated - by the State as the
instrumentality empowered to administer--the-revelwving-Joan
£fund--in -conjunotion -with--the - Department - of--Envireonmental
Proteetion--to--acecept--capitalization - grants--made --under-—-the
Federal-Water- Pollution -Contrel -Aet,-Title-VI--and -te-manage
the-revelving-lean-£fund-in-acceordance-with-that-Aeck+:

(1) Administer the revolving loan funds, in conijunction
with the Department of Environmental Protection:

2) Accept capitalization grants or other deposits of

funds from the Federal Government or any other source
made under the Federal Water Pollution Control Act,

Title VI or the Federal Safe Drinking Water Act; and

3) Manage the revolving loan funds in accordance with
applicable federal and state laws, rules and
regulations.

Sec. 11. 30-A MRSA §6006, sub-§1-A, JC, as enacted by PL 1989,
c. 48, §§25 and 31, is amended to read:

C. The minimum amount of any capital reserve fund shall
must be equal to the amounts required under the resolutions
pursuant to which the bonds secured by the capital reserve
fund are issued. These amounts are referred to in this
chapter as the "required minimum reserve." With respect to
bonds secured by a capital reserve fund for which the
resolution authorizing the issuance of those bonds states
that the provisions of subsection 5 apply, the required
minimum reserve shall must be, as of any date of
computation, an aggregate amount egqual to at 1least the
largest amount of money required by the terms of all
contracts between the bank and its bondholders of the bonds
to be raised in the then current or any succeeding calendar
year for the payment of interest on and maturing principal
of that portion of the outstanding bonds, the proceeds of
which were applied solely to the purchase of municipal
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securities or municipal bonds and sinking fund payments
required by the terms of any such contracts to sinking funds
established for the payment or redemption of the bonds, all
calculated on the assumption that the bonds will cease to be
outstanding after the date of the computation because of the
payment of the bonds at their respective maturities and the
payments of the - required money to sinking funds and the
application thereof in accordance with the terms of all such
contracts to the retirement of the bonds. The required

minimum reserve for bonds secured by a capital reserve to
which the provisions of subsection 5 apply may be less than

that required by this paragraph if the bank so determines
and only when the reserve is applied to:

1 Any bond or note sold to fund a municipal lease

pool whose term is 5 years or less;

2 An bond for which n rincipal is aid to

bondholders until final maturity: or

3 Any loan, bond, lease or evidence of participation

that has a term of 5 years or less.
Sec. 12. 30-A MRSA §§6006-B, 6006-C and 6013-A are enacted to

§6006-B. Water revolving loan fund

1. Establishment; administration. A revolving loan fund

under the jurisdiction and direction of the bank is established
as provided in this section.

A. There is established in the custody of the bank a
special fund to be known as "the water revolving loan fund,"
or in this section as '"the fund,”" to provide loans to
municipalities for . acguiring, designing, planning,

constructing, . enlarging, repairing or improving drinking
water systems and drinking water treatment plans and for
implementing related management programs.

B. The bank shall administer the water revolving loan
fund. The fund must be invested in the same manner as
permitted for investment of funds belonging to the State or

held in the State Treasury. The fund must be established
and held segarate and used and administered for the purpose

of this section. The fund consists of the following:

1 Sums that are appropriated by the Legislature or
transferred to the fund from time to time by the

Treasurer of State:
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(2) Principal and interest received from the repayment
of loans made from the fund:

(3) Interest earned from thé finvestment of fund
balances;

4 Priva ifts, bequests and donations made to_ the
State  for any purposes for which the fund has bheen
established; . )

(5) The proceeds of notes or bonds issued by the bank
for the purpose of deposit in the fund:

(6) Other funds from the State or Federal Government

or any public or private source received for any of the
purposes for which the fund has been established: and

(7)  Capitalization grants and awards or payments in
any other form made to the State or an instrumentality
of the State by the United States, or any of its
agencies or instrumentalities, for any of the purposes
for which the fund has been established. These amounts
must be paid directly into the fund without need for

appropriation by the State.

2. Uses. The water revolving loan fund may be used for one

or more of the following purposes:

A. For any of the purposes established ih any federal law
or program that provides funds eligible to be deposited into

the fund pursuant to this section:

B. To make loans to municipalities under this section and
section 5953-A:;

C. To make loans to refund bonds or notes of a municipality
issued after December 31, 1988, for the purpose of financing
program described in this section;

D. To guarantee or -insure, directly .or indirectly. the

payment of notes or bonds, or any other form of evidence of
indebtedness incurred by a municipality in the

accomplishment of the activities eligible to be funded under
this section; ’

E. To guarantee or insure, directly or indirectly, funds
established by municipalities for the purpose of financing
construction of any capital improvement described in this

section;

Page 5-LR0723(1)
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F. To invest available fund balances and to credit net

interest income on _ those balances to the water revolving

loan fund;

G. _To make ent “the Federal Governmen r_ State
Government .as they may be reguired by law applying to the

ugse of_ funds raised through tax-exempt borrowing by either
the State, the bank or a municipality as any such funds may

have been deposited into or used in conijunction with the

fund:

H. To invest as a_source of revenue or security for the
payment of principal and interest on general or special
obligations of the bank if the proceeds of the sale of

obligations have been deposited in the fund or 1loaned to
eligible participants in the programs financed with the

fund, or as a source of revenue to subsidize municipal loan
payment obligations:

I. To pay the costs of the bank: and

Jd. To pay the costs required_.under the Federal  Safe

Drinking Water Act or other federal law or program that
provides money for deposit to the fund for the purposes of

3. Establishment of accounts. To accomplish the purposes
of this section, the bank may establish accounts and_ subaccounts
within the water revolving loan fund, including, but not limited

to, accounts to segregate a portion or portions of the water

revolving loan fund as security for bonds issued by the bank for

deposit in the water revolving loan fund or for bonds issued by

the bank the proceeds of which are used for the purposes of this

section or invested for the benefit of specified projects
receiving financial assistance from the water revolving loan fund.

4, Application: procedures. The bank may prescribe any
application form or procedure that in its judgment is necessary

and reasonable for a municipality to follow to obtain funds or

participate in the water revolving.loan fund. The application

must include any information, supporting documents or

certifications that the bank determines necessary for the purpose

of implementing this section.

5. Borrowing conditions. The bank may make loans to
municipalities or borrow money on behalf of municipalities for
any of the purposes set forth in this section. Each 1loan or
other form of evidence of participation in the program must . be
made subject to terms and conditions in a form agreed to by the
bank and any municipality and must be evidenced by loan or
participation agreement or agreements executed by the bank and
the municipality stating the rate, term and payment schedule for
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>anv payments to be made to the bank. The agreement may contain

other terms and conditions the bank considers desirable.

§6006-C. Municipal lease finance program

1. - Establishment: administration. A___municipal lease
finance program under the jurisdiction and direction of the bank
is _established ~to provide or assist i i n
governmental entities in the finencing of leases by which 'a
municipality may acguire‘gr obtain the right to use personal or
real property. The municipal le financ rogr must provide
methods of direct or indirect financing, insurance, borrowing,
credit enhancement and other financial tools for the lease
lease-purchase, rental or right of use of any real or personal
property or other authorized activity of a municipality.

2. Powers. The bank may make loans to municipalities or
borrow money on behalf of municipalities for any of the purposes
of this section. The bank may purchase, refinance or enter into
leases with or on behalf of municipalities. The bank may
purchase or refinance for or on the behalf of any municipality
any municipal lease that may be held or issued by any 3rd party.
The bank may issue its bonds or notes for the 'Qurchase of

municipal leases on behalf - of a municipality or group of
municipalities or for the establishment of a pool of funds to be

used for the purchase, financing or other means of acquisition of
leases used by a municipality or group of municipalities. The
bank shall . establish. prudent standards for the terms _and
conditions of any lease financing  made available to a
municipality or group of municipalities. Terms and conditions
include, but are not limited to, the general obligation of the
municipality., and liens on any real or personal property held by
the municipality whether being financed by the specific lease or
not, and sinking funds.

3. Application; eligibiiitg. The bank may prescribe and

require an application or procedure for a municipality to
participate in any form of lease financing . assistance made

available under this section. An application must include any

information that the bank decides is necessary for implementing
this -section, including, but not limited to, supporting

documents., .certifications, feasibility studies, financial data,
utilization studies or other applicable information. A
municipality is not eligible to participate in any lease finance
assistance made available under this section unless, in the sole
judgment of the bank, the municipality has satisfactorily
demonstrated that it can assure that it will 'pay the principal,
interest, fees and related charges on the bhond, debt or other
instrument issued by the bank on behalf of the municipalities or
purchased by the bank from the municipality as well as the costs

for operation. and maintenance of any real or personal property
acquired or made available for use by the municipality by virtue

Page 7-LR0723(1)
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of the lease finance assistance. Satisfactory assurance can be
demonstrated if a municipality has: B o .

A. FEstablished a method of payment by assessment, rate,

‘charges or other mechanism satisfactory to the bank: or
B. Provided collateral sufficient to assure payment.
4. State pot liable. Bonds, notes, lgg§g§ or other forms

t 1 nter n 2 4
this section are not in any way a debt or liability of the State
and do not constitute a loan of the credit of the State or create
any debt or debts, 1liability or liabilities on behalf of the
State or constitute a pledge of the faith and credit of the
State. Each bond, note, lease or other evidence of debt or
liability entered into by the bank must contain a statement to
the effect that the bank is obligated to pay the principal,
interest, redemption premium, if any, and other amounts payable

solely from the sources pledged for that purpose by the bank, and

~that neither the faith and credit nor the taxing power of the

State is pledged to the payment of the principal, interest,

premium, charge, fee or other amount on the bond, note, lease or

other form of indebtedness, as the case may be.

5. Lease finance agreement. Lease . - financing and

refinancing, lease purchase, loans and other forms - of
indebtedness or obligations incurred by a municipality due to the

bank under the terms of this section must be evidenced by and be
made in accordance with the terms and conditions specified jin a

lease finance agreement to be executed by the. bank and the
municipality or group of municipalities, The: lease finance
agreement must specify, among. other things, the terms and

conditions for the disbursement of Jlease finance proceeds, the
term and interest rate of the lease, the scheduling of Ilease

payments or bond payments as the case may be, and any other terms

and conditions determined necessary orhdesirable by the bank. -

§6013—A. Maine Municipal Bond Insurance Fund

1. Establishment. The Maine Municipal Bond Insurénce Fund

is established in the custody of the bank and under its
jurisdiction and direction to provide credit enhancement in the

form of bond insurance to municipalities, state instrumentalities
and_ other governmental units on debt issued by them in the form

of bonds, notes or other evidences of indebtedness.

2. Administration. The bank shall administer the Maine
Municipal Bond Insurance Fund. The fund must be invested in the
same manner as permitted for investment of funds belonging to the
State or held in the State Treasury. The. fund must _be
established and held separate and apart from any other funds or
money of the State or the bank and must be used and administered

Page 8-LR0723(1)
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exéiuéiﬁely for the purpose of this section. The fund consists
of the following:

" A. _ Sums that are appropriated by the Legislature or

transferred to the fund from tim im he Treasurer

of State:

B. Premiums, fees, charges, assessments received from
municipalities th are obtainin ir indir 1 in
whole or 1n part, credit enhancement or other benefit from

-use of the fund;

‘ nC Interest or other gains realized from the investment of

fund balances'

.D. Pfivate gifts, beguests and donations made to the State
for any of the urposes for which the fund has been

éStablishedz

E; :The proceeds of notes or bonds issued by the bank for
the purpose of deposit in the fund:

F, Other funds from any public or private source received
for use for any of the purposes for which the fund has been

established:

G. _Other funds from any public or private source received
as part of an agreement with the bank for a joint venture

_undertaken for any of the purposes for which the fund has

been established: and

1

H. Grants, awards or other payments made to the State or an

instrumentality of the State by the United States for any of
the purposes for which the fund has been established. These
amounts must be paid directly into the fund without need for
appropriation by the State. :

3. Use and maintenance of the fund. The Maine Municipal

Bond Insurance Fund must be used and maintained in the following
manner.

A._All money held in the fund may be used only to make

payments pursuant to bond 1nsurance contracts, to pay any or

all operating expenses of the administration and operation
of the Maine Municipal Bond Insurance Fund and to maintain

the» fund at an amount equal to the minimum insurance
 reserve. The minimum insurance reserve is that amount

;determlned by actuarial study solicited by the bank as being

necessary and prudent for the operation of the program. The

. bank may not enter into any contract for bond insurance
‘unless it certifies that at the time of execution the

amounts of money reguired to meet reserve minimums, as

Page 9-LR0723(1)
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determined by the most recent actuarial study, are in the
fund. or will be deposited in the fund as part of the
execution of the contract. Any money in the fund in excess

of that needed to maintain the minimum insurance reserve may
be used by the bank for any of its authorized activities.

B. To _ensure the maintenance of the fund, a required

PDYOper b o & aria.l QC

must be determined. An_amount equa to the determined

regquired minimum reserve must be annually appropriated and
paid for deposit "in the fund. The amount of the minimum
reserve deposit, if any, must be certified by the executive
director of the bank to the Governor as the amount necessary
to restore any fund to an amount egual to the reguired
minimum reserve for the average aggregate amount of bond
insurance contracts outstanding during the -12-month period
prior to certification.

4. Operation and eligibility. The bond insurance program

shall operate, determine eligibility and make payments as follows.
A. The bank is authorized to operate ~a bond insurance

program and may:
(1) Establish fund insurance contracts;

{(2) Charge and collect premiums;

3 Make appropriate payments:

(4) Sell bonds and notes of the bank, regardless of
any other limitations or restrictions in this chapter,
the proceeds of which may be used to meet the minimum
reserve requirement of the - Maine Municipal _Bond
Insurance Fund authorized and created by this section:

and

5 Do _all other things necessary, Dronér or desirable

to administer and operate a municipal bond insurance
program. . ‘

B. The bond insurance program may provide bond insurance-to

any public issuer of debt, including governmental units,
municipalities, instrumentalities of _the State, and the
State. The bank may establish an application or procedure,

requesting such information as ‘it considers necessary _or
desirable, for eligible participants to apply for the

benefits of the program. Acceptance of an applicant for
participation in the program is in the sole judgment of the
bank. Participation in the program must be evidenced by and
made in accordance with the terms and conditions specified
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) “in'a contract of insurance to be executed by the bank and
' “the partlglpatlng unit. contract of insurance must

‘“state the _terms and condltlons under which insurance
'fcoverage is provided,. premiums,. payments or agsessments

that ‘may be due and Davable or called for under the terms of
the contract, the schedule upon which payments must be made

nd “any_ other rms__an nditions determin necessar

f*ér]des1rab1e by the bank.

”L_jC Contracts for insurance entered into under this section

re n in w Y or liabili ] n

"no con ti 1 f _th i f_th cr

“any obllgatlon or obligations, debt or ‘debts or liability or
’fllabllltles on behalf of the State or constitute a pledge of
““the faith and credit of the State. All obligations to pay

iGJf ‘;!Mf:under the terms of any contracts of insurance entered into

or iésued under this chapter are payable solely from _ the

revenues funds pledged ‘in the Maine Municipal Bond

AH;Insurance Fund and not from any other revenues, funds or
“'assets of the bank or the State. ~ There is no obligation

“1m211ed, stated or expressed in this section from the bank

or the State to make any payment to or on behalf of any 3rd

‘party, “including, ~but not limited _to, bond " holders,

coinsurers, program participants -or any other party
whatsoever, from any source other than the bond insurance
fund created in this section. Each bond insurance contract
must contain on its face a statement to the effect that the
bank is obligated to make any payments called for -in the
contract only from the assets and revenues available in . the

bond _insurance. fund and not  from any other revenues or
assets of the bank and that neither the full faith and

credit of the bank or the State nor the taxing power of the

“Sec.*13. Appropriation. - The following funds are appropriated
from the General Fund to carry out the purposes of this Act.

| 1991-92
MAINE MUNICIPAL BOND BANK
' Maine Municipal Bond Insurance Fund
: .*1;ii;gﬁnér’:’- . ‘- - $3,000,000

STATEMENT OF FACT

" 7This"bill directs the Maine Municipal Bond Bank to establish
©© new methods for providing assistance to governmental entities in
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obtaining necessary capital funds. The methods of assistance
proposed in the bill will allow govermmental entities to:

1. Tap new markets for long-term financing;

2. Provide benefits of scale to reduce costs and allow
access to sources of funds in municipal borrowing; and

3. Provide mnew forms of credit enhancement to reduce
interest rates and related costs and charges associated with
governmental borrowing for environmental infrastructure, schools,
roads and other major capital cost items.

Specifically, the bill makes the necessary technical and
perfecting changes in the Maine Municipal Bond Bank laws to
enable the bank to operate: '

1. A revolving loan fund for clean drinking water;

2. A  municipal bond insurance ©program for credit
enhancement of debt issue by governmental entities; and

3. A municipal lease financing program to assist
municipalities in obtaining lower cost lease financing for major
items that may be prudent to 1lease rather than purchase,
including but not limited to. computer systems, portable
classrooms or telephone systems.

Page 12-LR0723(1)

L.D. 887



