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SENATE DOCKET, NO. 1263 FILED ON: 1/16/2015
SENATEooooooooooooooNOoZl6

By Mr. Joyce, a petition (accompanied by bill, Senate, No. 216) of Brian A. Joyce, Antonio F. D.
Cabral, Chris Walsh, Claire D. Cronin and other members of the General Court for legislation to
create a municipal bond bank. Economic Development and Emerging Technologies.

The Commontwealth of Massachusetts

In the One Hundred and Eighty-Ninth General Court
(2015-2016)

An Act creating a municipal bond bank.

Be it enacted by the Senate and House of Representatives in General Court assembled, and by the authority
of the same, as follows:

SECTION 1. The General Laws are hereby amended by inserting after chapter 44B the

following chapter:-
CHAPTER 44C
Massachusetts Municipal Bond Bank
Section 1. Definitions

As used in this chapter, the following words shall, unless the context clearly requires

otherwise, have the following meanings:
“Bank”, the Massachusetts Municipal Bond Bank established by section 2.

“Board”, the board of directors of the bank.
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“Bonds”, when used in reference to the bank, any bonds, notes, debentures, interim
certificates or other financial undertakings for the purpose of raising capital, including, but not
limited to, lines of credit, forward purchase agreements, investment agreements and other

banking or financial arrangements.

“Capital project”, any application or loan proceeds authorized by chapter 44 of the

general laws or any general or special law authorizing borrowing by a local government unit.

“Loan”, a form of financial assistance subject to repayment in whole or in part which is
provided by the bank to a local governmental unit for all or any part of the cost of a capital
project. A loan may (i) provide for planning, construction, bridge or permanent financing; (ii) be
disbursed in anticipation of reimbursement of or direct payment of costs of a project or take the
form of a guarantee, line of credit, bond purchase agreement, or other form of financial
assistance; and (iii) may be issued at such rates of interest including, without limitation, variable
rates and zero interest, may mature at such times and be redeemable at the option of the board or

the local governmental unit.

“Loan agreement”, an agreement entered into between the bank and a local governmental
unit or other eligible borrower pertaining to a loan or the purchase and delivery of local
governmental obligations or other instruments evidencing or securing a loan. The term “loan
agreement” shall include, without limitation, a loan agreement, trust agreement, trust indenture,
security agreement, reimbursement agreement, guarantee agreement, bond or note resolution,

loan order or similar instrument whether secured or unsecured.

“Local government obligations”, bonds, notes or other evidence of indebtedness issued

by a local government unit to evidence a loan.
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“Local governmental unit”, a town, city, district, commission, agency, authority, board or
other instrumentality of the commonwealth or of any of its political subdivisions, including any

regional local governmental unit.

“Trust agreement”, any agreement entered into by the bank providing for the issuance,
security and payment of bonds. The term “trust agreement” shall include a trust agreement, trust
indenture, security agreement, reimbursement agreement, currency or interest rate exchange

agreement, bond or note resolution or other similar instrument.

Section 2. Massachusetts Municipal Bond Bank

a) There is hereby established a body politic and corporate to be known as the
Massachusetts Municipal Bond Bank. The bank is hereby constituted a public instrumentality
and the exercise by the bank of the powers conferred by this chapter shall be considered to be the

performance of an essential governmental function.

The bank shall promote and advance the commonwealth’s public interests by: (1)
fostering and promoting by all reasonable means the provision of adequate capital markets and
facilities for borrowing money by local governmental units and to finance their respective public
improvements and other municipal purposes within the commonwealth from proceeds of bonds,
notes, any other form of debt or leases issued by those governmental units; (2) to assist those
governmental units in fulfilling their needs for such purposes by use of creation of indebtedness;
(3) to the extent possible, to reduce the costs of indebtedness to taxpayers and residents of the
Commonwealth and to encourage continued investor interest in the purchase of bonds or notes of
those local governmental units as sound and preferred securities for investment; and (4) to

encourage its governmental units to continue their independent undertakings of public
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improvements and other municipal purposes and the financing thereof and to assist them in those
activities by making funds available at reduced interest costs for orderly financing of those
purposes, especially during periods of restricted credit or money supply, particularly for those

local governmental units not otherwise able to borrow for those purposes.

(b) The bank shall be governed and its corporate powers exercised by a board of directors
consisting of 8 directors: 1 of whom shall be the Treasurer of the Commonwealth or his
designee; 1 of whom shall be the secretary of housing and economic development or his
designee; 1 of whom shall be the secretary of administration and finance or his designee; and 5
of whom shall be appointed by the Treasurer for a term of six years, each of whom shall be
experienced in at least one of the following fields: public finance law, capital market operations,
project finance, municipal management or labor relations. A director shall be eligible for
reappointment. A person appointed to fill a vacancy in the office of an appointed director of the
board shall be appointed in a like matter and shall serve for only the unexpired term of the

director.

(c) Six directors shall constitute a quorum and the affirmative vote of a majority of
directors present at a duly-called meeting where a quorum is present shall be necessary for any
action to be taken by the board. An action required or permitted to be taken at a meeting of the
directors may be taken without a meeting if all of the directors consent in writing to such action
and such written consents are filed with the records of the minutes of the meeting of the board.

Such consents shall be treated for all purposes as a vote at a meeting.

The directors of the board shall serve without compensation.

(d) Chapter 268 A shall apply to all directors.
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(e) The board may appoint and employ an executive director, and fix his compensation
and conditions of employment. The executive director shall have experience in the municipal
finance industry. The executive director shall be the chief executive, administrative and
operational officer of the bank and shall direct and supervise the administrative affairs and the
general management of the bank. The executive director may, subject to the general supervision
of the board, employ other employees, consultants, agents, including legal counsel and advisors,

and shall attend meetings of the board.

(f) The board shall elect a secretary and a treasurer. The secretary shall keep a record of
the proceedings of the board and shall be the custodian of all books, documents and papers filed
by the board and of its minute book and seal. The secretary shall cause copies to be made of all
minutes and other records and documents of the bank and shall certify that such copies are true
copies, and all persons dealing with the bank may rely upon such certification. The treasurer
shall be the chief financial and accounting officer of the bank and shall be in charge of its funds,

books of account and accounting records.

(g) All officers and employees of the bank having access to its cash or negotiable
securities shall give bond to the bank, at its expense, in such amounts and with such surety as the
board may prescribe. The persons required to give bond may be included in 1 or more blanket or

scheduled bonds.

(h) The directors and officers of the board who are not compensated employees of the
bank shall not be liable to the commonwealth, to the bank or to any other person as a result of
their activities, whether ministerial or discretionary, as such directors or officers except for

willful dishonesty or intentional violations of law. Neither members of the bank nor any person
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executing bonds or policies of insurance shall be liable personally thereon or be subject to any
personal liability or accountability by reason of the issuance thereof. The board of directors may
purchase liability insurance for board members, officers and employees and may indemnify said

persons against claims by others.

(1) The bank shall continue as long as it shall have bonds or notes outstanding and until

its existence is terminated by law.

(j) An action of the bank may take effect immediately and need not be published or
posted unless otherwise provided by law. Meetings of the board shall be subject to sections 18-
25 of chapter 30A; but said sections 18-25 shall not apply to any meeting of members of the
bank serving ex officio in the exercise of their duties as officers of the commonwealth so long as
no matters relating to the official business of the bank are discussed and decided at the meeting.
The bank shall be subject to all other provisions of said chapter 30A, and records pertaining to
the administration of the bank shall be subject to section 42 of chapter 30 and section 10 of
chapter 66. All moneys of the bank shall be considered to be public funds for purposes of chapter
12A. The operations of the bank shall be subject to chapters 268A and 268B and all other
operational or administrative standards or requirements to the same extent as the office of state
treasurer. Unless otherwise specified, all monies of the bank, from whatever source derived, shall
be paid to the treasurer of the bank. Such monies shall be deposited, in the first instance, by the
treasurer in national banks, in trust companies, savings banks and cooperative banks chartered
under the laws of the commonwealth, or in other banking companies in compliance with section

34 of chapter 29.

Section 3. General Powers
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(a) The bank shall have all powers necessary or convenient to carry out and effectuate its

purposes, including, without limiting the generality of the foregoing, the powers:

(1) to adopt and amend bylaws, regulations and procedures for the governance of its

affairs and the conduct of its business without regard to chapter 30A;

(2) to adopt an official seal and a functional name;

(3) to maintain offices at places within the commonwealth as it may determine and to
conduct meetings of the bank in accordance with its by-laws and the second paragraph of section

59 of chapter 156B;

(4) to sue and be sued, to prosecute and defend actions relating to its properties and
affairs, and to be liable in tort in the same manner as a private person; provided however, that the

bank is not authorized to become a debtor under the United States Bankruptcy Code;

(5) to appoint officers and employees and to engage consultants, agents and advisors;

(6) to appear in its own behalf before boards, commissions, departments or other agencies

of municipal, state or federal government;

(7) to apply for and accept subventions, grants, advances and contributions from any
source of money, property, labor or other things of value, to be held, used and applied for its

corporate purposes;

(8) to provide and pay for such advisory services and technical assistance as may be

necessary or desired to carry out the purposes of this chapter;

(9) to exercise any other powers of a corporation organized under chapter 156B;
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140 (10) to engage accountants, architects, attorneys, engineers, planners, real estate experts
141  and other consultants as may be necessary in its judgment to carry out the purposes of this act

142 and fix their compensation;

143 (11) to establish and collect such fees and charges as the bank without further
144  appropriation shall determine to be reasonable, and to receive and apply revenues from fees and
145  charges to the purposes of the bank or allotment by the commonwealth or any political

146  subdivision thereof;

147 (12) to prepare, publish and distribute, with or without charge, as the bank may

148  determine, such studies, reports and bulletins and other material as the bank deems appropriate;

149 (13) to enter into agreements or other transactions with any person, including without
150  limitation any public entity or other governmental instrumentality or agency or local

151  governmental unit in connection with its powers and duties under this chapter;

152 (14) to take any actions necessary or convenient to the exercise of any power or the

153  discharge of any duty provided for by this act;

154 (15) to make loans and issue bonds in accordance with section 4 and section 5.

155 (16) to administer the fund in accordance with section 8.

156 Section 4. Loans to Local Governmental Units

157 a) Any local governmental unit may apply to the bank for a loan to assist in financing any

158  capital project. At the option of the bank, loans may be unsecured or may be secured by local
159  governmental obligations for delivery to the bank to evidence the loan. Each loan shall be made

160  pursuant to a loan agreement between the bank and the local governmental unit acting by and
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through the officer or officers, board, committee or other body authorized by law, or otherwise

its chief executive officer.

(b) A local government unit may receive, apply, pledge, assign and grant security
interests in, its general revenues or any special revenues to secure its obligations under loans and
local governmental obligations as provided in this chapter and may fix, revise, charge and collect
fees, rates, rents, assessments and other charges of general or special application for the

operation or services made possible by the financing of a capital project.

(c) For entering into a loan and establishing the authorized terms and conditions thereof,
and for issuing any local government obligations a local governmental unit shall be deemed to
have the powers expressly granted to local governmental units in this chapter and the powers
granted to that local governmental unit in any bond act applicable to it specifically or as a
member of a class of governmental instrumentalities. Liberal construction shall be given in
support of the broadest interpretation of local government unit powers derived from either this
chapter or any general or special law, provided that nothing in this chapter shall be construed as
affecting the manner of voting and other procedures relating to, or otherwise required by any
general or special law for, the authorization of indebtedness of any local governmental unit by

the governing body thereof or any limitations on indebtedness of local governmental units.

(d) In reviewing loan applications submitted by local governmental units, the bank shall

apply the rules and regulations it develops pursuant to section 7.

(e) Notwithstanding any general or special law to the contrary, when authorized by a two-
thirds vote as defined in section one of chapter forty-four or by such other vote as is authorized

by the applicable general or special law, any local governmental obligations may be secured by
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one or more security agreements between the local governmental unit and a corporate trustee or
directly between the bank and the local governmental unit. Any such security agreement shall be
in such form and shall be executed as provided in the applicable loan agreement or as otherwise
agreed to between the board and the local governmental unit. Any security agreement directly or
indirectly securing local governmental obligations may pledge or assign, and create security
interests in, all or any part of the general revenues or special revenues of the local governmental
unit. Any security agreement may contain such provisions for protecting and enforcing the
rights, security and remedies of the bank, or other holders of the local governmental obligations,
as may be determined by the board and the local governmental unit, including without limitation
provisions defining defaults and providing for remedies, including without limitation, the
acceleration of maturities and, in the case of local governmental obligations issued under said
section fourteen, the appointment of a receiver of the project financed thereby, the covenants
setting forth the duties of, and limitations on, the local governmental unit in relation to the
custody, safeguarding, investment and application of monies, including general revenues or
special revenues, the issue of additional and refunding local governmental obligations and other
bonds, notes or obligations on a parity or superior thereto, the establishment of reserves, the
establishment of sinking funds for the payment of local governmental obligations, and the use of
surplus proceeds. Any local governmental obligations may also be secured by insurance or by
letters or lines of credit or other credit facilities and a local governmental unit may pledge or
assign any of its general revenues or special revenues as security for payments made thereon.
Any pledge of general revenues or special revenues made by a local governmental unit shall be
valid and binding and shall be deemed continuously perfected for the purpose of chapter one

hundred and six and any other law from the time made. The general revenues, special revenues,
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monies, rights and proceeds so pledged and then held or thereafter acquired or received by the
local governmental unit shall immediately be subject to the lien of such pledge without any
physical delivery or segregation thereof or further act, and the lien of such pledge shall be valid
and binding against all parties having claims of any kind in tort, contract or otherwise, regardless
of whether such parties have notice thereof. Neither the security agreement or any other
agreement by which a pledge is created need be filed or recorded except in the records of the
local governmental unit and no filing need be made under the provisions of said chapter one
hundred and six. A pledge of general revenues in accordance with this chapter shall constitute a
sufficient appropriation thereof for the purposes of any provision for appropriation for so long as
such pledge shall be in effect and, notwithstanding any general or special law to the contrary,
such revenues shall be applied as required by the pledge and the security agreement evidencing

the same without further appropriation.

(f) If a local governmental unit defaults in the payment of interest on or principal of any
loan owned or held by the bank when due and payable by the governmental unit, the bank shall
proceed to enforce payment under applicable provisions of law of the interest or principal or

other amounts then due and payable.

Section 5. Issuance of Bonds and Notes

(a) The board may provide by resolution for the issuance from time to time of bonds for
any purpose of the bank, which bonds may be issued as general obligations of the bank or as
special obligations payable solely from particular revenues or monies of the bank. The bonds of
each issue may be dated, may bear interest at such rate or rates, including rates variable from

time to time, and may mature or otherwise be payable or redeemable at such times as the board
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may determine. The board shall determine the denominations of bonds, the details of their
execution and authentication and their places of payment within or without the commonwealth.
Prior to initial issuance of each series of bonds the board shall advise the state finance and
governance board established under section 97 of chapter 6 of the terms of the bonds and the
timing of their issuance. In case any trustee or officer whose signature appears on any bonds
shall cease to be such officer before their delivery, the signature shall nevertheless be valid and
sufficient as if the officer had remained in office until delivery. Bonds may be issued in
certificated or uncertificated form, payable to bearer or registered owners, and, if notes, may be
made payable to bearer or to order. The board may sell the bonds of the bank at public or private
sale at par or for such premium or discount price as it may determine. The board may by
resolution delegate to any trustee or officer of the bank the power to determine any of the matters

set forth in this section.

(b) Bonds of the bank may be secured by a trust agreement between the bank and the
bond owners or a corporate trustee which may be any trust company or other entity having the
powers of a trust company within or without the commonwealth. A trust agreement may pledge
or assign, in whole or in part, any loan agreements and local governmental obligations, and the
revenues, funds and other assets or property held or to be received by the bank, including without
limitation all monies and investments on deposit from time to time in the bank or any account
thereof and any contract or other rights to receive the same, whether then existing or thereafter
coming into existence and whether then held or thereafter acquired by the bank, and the proceeds
thereof. A trust agreement may contain, without limitation, provisions for protecting and
enforcing the rights, security and remedies of the bondholders, provisions defining defaults and

establishing remedies, which may include acceleration and may also contain restrictions on the
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remedies by individual bondholders. A trust agreement may also contain covenants of the bank
concerning the custody, investment and application of monies, the enforcement of loan
agreements and local governmental obligations, the issue of additional or refunding bonds, the
use of any surplus bond proceeds, the establishment of reserves and the regulation of other
matters customarily treated in trust agreements. At the request of the board, the state treasurer
shall and is hereby authorized to join in any trust agreement or to otherwise agree with the bank,
any lender or any trustee for bondholders to hold the bank in compliance with any covenants and

provisions relating to the bank contained in any trust agreement.

(c) Bonds may be issued by the bank in the form of lines of credit or other banking
arrangements under terms and conditions determined by the board. In addition to other lawful
security, bonds may be secured, in whole or in part, by financial guarantees, by insurance, by
letters or lines of credit or by other credit enhancement issued to the bank or to a trustee or other
person, by any financial institution, within or without the commonwealth; the bank may pledge
or assign, in whole or in part, any loan agreements and local governmental obligations and the
revenues, funds and other assets and property held or to be received by the bank, and any
contract or other rights to receive the same, whether then existing or thereafter coming into
existence and whether then held or thereafter acquired by the bank, and the proceeds thereof, as
security for such guarantees or insurance or for the reimbursement to any issuer of a line or letter

of credit.

(d) The board may by resolution provide for the issue by the bank of interim receipts or
temporary bonds, exchangeable for definitive bonds when the bonds are executed and are
available for delivery. The board may also provide for replacement of mutilated, destroyed or

lost bonds. The bank may purchase and invite offers to tender for purchase any outstanding
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bonds; provided, however, that no purchase by the bank shall be made at a price, exclusive of
accrued interest, if any, exceeding the bond’s principal amount or, if greater, its redemption price
when next redeemable at the option of the bank. The bank may resell any bonds it purchases in

such manner and for such price as it may determine.

(e) The board may also provide for issue by the bank of temporary notes in anticipation
of grants, revenues or appropriations to the bank. The issue of such notes shall be governed by
the applicable provisions of this chapter relating to the issue of bonds; provided, however, that
notes issued in anticipation of revenues shall mature no later than one year from their respective
dates, or the date of expected receipt of such revenues, if later, and notes issued in anticipation of
grants shall mature no later than six months after the expected date of receipt of such grant. The
board may also issue refunding bonds of the bank for the purpose of paying any bonds at or prior
to maturity. Refunding bonds may be issued at any time at or prior to the maturity or redemption
or purchase of the refunded bonds. Refunding bonds may be issued in sufficient amounts to pay
or provide for payment of the principal of the bonds being refunded, together with any
redemption premium thereon, any interest or discount accrued or to accrue to the date of
payment, costs of issuance and other expenses and reserves reasonably necessary to achieve the

refunding.

(f) Bonds of the bank are (i) securities in which public officers and agencies, insurance
companies, financial institutions, investment companies, executors, administrators, trustees and
others may properly invest funds including capital within their control, and (ii) securities which
may be deposited with any public officer or any agency for any purpose for which the deposit of

bonds is authorized by law.
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(g) Bonds issued by the bank shall not be deemed to be a debt or a pledge of the faith and
credit of the commonwealth or of any of its political subdivisions, but shall be payable solely
from the revenues and monies of the bank and other monies and rights pledged to their payment.
Bonds shall recite that neither the commonwealth nor any political subdivision thereof shall be
obligated to pay the same and neither the faith and credit nor the taxing power of the
commonwealth or any political subdivision is pledged to their payment. Every bond shall recite
whether it is a general obligation of the bank or a special obligation payable solely from

particular revenues, funds, assets or other property.

(h) Bonds of the bank shall be deemed to be investment securities under chapter one
hundred and six. Bonds, their transfer and the income therefrom, including any profit made on
the sale thereof, shall at all times be exempt from taxation by and within the commonwealth. The
bank shall not be required to pay any taxes, assessments or excises upon its income, existence,

operation, or assets, monies or revenues.

(1) It shall be lawful for any trust company other entity having the powers of a trust
company to act as a depository of the fund or trustee under a trust agreement, provided it
furnishes indemnification and reasonable security as the board may require. Any assignment or
pledge of revenues, funds and other assets and property made by the bank shall be valid and
binding and shall be deemed continuously perfected for the purposes of chapter one hundred and
six and other laws when made. The revenues, funds and other assets and property, rights therein
and thereto and proceeds so pledged and then held or thereafter acquired or received by the bank
shall immediately be subject to the lien of such pledge without any physical delivery or
segregation or further act, and the lien of any such pledge shall be valid and binding against all

parties having claims of any kind in tort, contract or otherwise against the trust, whether or not
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such parties have notice thereof. The trust agreement by which a pledge is created need not be
filed or recorded to perfect the pledge except in the records of the board and no filing need be
made pursuant to said chapter one hundred and six. Any pledge or assignment made by the bank
is an exercise of its political and governmental powers, and loan agreements, local governmental
obligations, revenues, funds, assets, property and contract or other rights to receive the same and
the proceeds thereof which are subject to the lien of a pledge or assignment created under this
chapter shall not be applied to any purposes not permitted by the pledge or assignment. Any
holder of a bond and any trustee under a trust agreement, except to the extent its rights may be
restricted by the trust agreement, may bring suit upon the bonds and may pursue any other legal
action to protect and enforce its rights and compel performance of all duties required to be

performed by the bank and the board.

Section 6. Annual Reports & Audit

(a) The bank shall publish not later than August 15 a report setting forth a description of
(1) its operations and an account of its expenditures and receipts, assets and liabilities; (2) the
terms of each of the loans made by the bank over the previous twelve months and the purpose to
which the proceeds of such loans are to be or have been applied; (3) the financial condition of
each of the local governmental units that received loans from the bank; (4) a summary of the
underwriting standards used by the bank in determining the credit quality of its borrowers; (5) a
discussion of the capital market conditions facing the commonwealth’s local governmental units
over the previous twelve months; (6) any recommendations for improving the statutory rules
governing the operations of the bank or the borrowing and capital spending of the local
governmental units in the Commonwealth; (7) any additional information considered relevant to

inform the general court and the governor about issues relevant to municipal financing in the
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commonwealth. The bank’s annual report shall be delivered not later than August 15 to the
governor and the clerks of the house and senate, who shall forward the same to the house and
senate committees on ways and means, the house and senate committees on bonding, capital

expenditures and state assets and the joint committee on municipalities and regional government.

(b) The books and records of the bank shall be subject to a biennial audit by the auditor of

the commonwealth.

Section 7. Municipal Finance Oversight and Best Practices

(a) The bank shall establish and publish rules and regulations regarding best practices for
municipal borrowers. These rules and regulations shall be reviewed and updated biennially. The
bank shall establish said rules and regulations based upon, but not limited to, the following

Sources:

(1) recommendations from the treasurer of the commonwealth;

(2) best practices used by municipalities with a credit rating of AA+ or higher, both

within and without the commonwealth;

(3) credit rating standards established by Standard & Poor’s, Moody's Investors Service,

and Fitch Ratings; and

(4) any recommendations regarding municipal borrowing provided by any

commonwealth advisory committee currently in existence or created in the future;

(b) The bank shall base credit decisions regarding municipal loan applications based on a

municipality’s compliance with the rules and regulations established in subsection (a).
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Section 8. Massachusetts Municipal Infrastructure Trust Fund

(a) There is hereby established and placed within the bank a separate fund to be known as
the Massachusetts Municipal Infrastructure Trust Fund, hereinafter referred to as the trust fund.
The bank shall hold the trust fund in an account or accounts separate from other funds and shall
not assign the assets of the trust fund as security for any obligation of the bank. There shall be
credited to the trust fund any amounts appropriated by the commonwealth. All amounts credited
to the trust fund shall be held in trust and used solely for activities and expenditures consistent
with the public purpose of the trust fund as set forth in subsection (b), including the ordinary and

necessary expenses of administration and operation associated with the trust fund.

(b) The bank may make expenditures from the trust fund for the public purpose of
providing grants to local governmental units in order to: (i) reduce the principle or interest that
would otherwise be applicable on loans made to local government units that meet the standards
of section 3 of chapter 23A of the General; or (ii) provide training and financial consulting
services to local government units to promote the rules and regulations developed pursuant to

section 7.
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