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In the Year Two Thousand and Five.

An Act relative to establishing a linked deposit program in the

COMMONWEALTH.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is to encourage economic development
3 in underutilized populations, therefore it is hereby declared to be
4 an emergency law, necessary for the immediate preservation of
5 the public convenience.

Be it enacted by the Senate and Home ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

Cite Commontocaltl) of iHafiSadjuactts;

PETITION OF:

1 The General Laws are hereby amended by inserting after
2 chapter 29D the following new chapter: —
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6 “Division”, the division of banks.
“Eligible borrower”, a business with fewer than 25 full-time

8 employees; a business with at least 25 but fewer than 100
9 employees, provided that such business is located within an eco-

10 nomic target area pursuant to section 3D of chapter 23A; a
11 minority business enterprise or women business enterprise, as
12 defined by section 40 of chapter 23 A; a corporation organized as a
13 nonprofit corporation under chapter 156D; or a child-care
14 provider providing quality, affordable child-care services within
15 the commonwealth and licensed in good standing by the state
16 office of child care services pursuant to chapter 28A; provided,
17 that the child-care provider had not at any prior time had its
18 license suspended, revoked, made probationary or not renewed, or
19 otherwise sanctioned or fined in accordance with section 13 of
20 chapter 28A.
21 “Eligible lender”, a bank eligible to receive deposits of com-
-22 monwealth money in accordance with section 34A of chapter 29.
23 “Eligible project”, working capital or the purchase, construc-
-24 tion or lease of capital assets, including land, buildings and equip-
-25 ment.
26 “Linked loan”, a loan made pursuant to this chapter.
27 “Program”, the commonwealth linked deposit program.
28 “Secretary”, the secretary of economic development.
29 Section 2.(a) There is hereby created a linked deposit program
30 in the commonwealth. Such program shall consist of the deposit
31 of commonwealth money, as governed by section 34A of chapter
32 29, with an eligible lender pursuant to a written deposit agreement
33 between the commonwealth and said lender that provides:
34 (1) that the eligible lender pay interest on the deposit at a rate
35 that is not less than the greater of:
36 (A) the current market rate of a United States treasury bill or a
37 note of comparable maturity minus 200 basis points; or
38 (B) 1.5 percent;

5 Section 1. Definitions.

CHAPTER 29E.

4 THE COMMONWEALTH LINKED DEPOSIT PROGRAM
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39 (2) that the eligible lender agree to lend the value of the deposit
40 to an eligible borrower for an eligible project at a fixed interest
41 rate not greater than 200 basis points below the fixed interest rate
42 the lender would have charged for the loan in the absence of a
43 linked deposit based on its usual credit considerations; and
44 (3) that the eligible lender shall not be entitled to charge any
45 discount, points, origination fees, handling fees, service charges,
46 refinancing fees or penalties or any charge other than those nor-
-47 mally charged and in such amounts normally charged by the
48 lender for loans of the type being made without regard to the pro-
-49 gram.
50 (b) An eligible lender participating in the program authorized
51 by this chapter shall certify to the treasurer and the secretary that
52 the rate to be charged on a linked loan complies with the require -

53 ments of this section. In order to participate in the linked deposit
54 program, an eligible lender may solicit loan applications from
55 businesses that may qualify as eligible borrowers.
56 (c) A linked loan may not exceed $500,000 for any one eligible
57 borrower. Each eligible borrower may only have one linked loan
58 at any one time.
59 Section 3. The secretary shall administer the linked deposit pro-
-60 gram, except for those aspects of the program that are to be
61 administered by the treasurer as stipulated in this chapter. The
62 secretary shall promulgate regulations setting forth procedures
63 and other requirements for participation in the program. Such
64 regulations shall include a simplified application form that a busi-
-65 ness may use to become certified by the secretary as an eligible
66 borrower. Such form shall reflect the qualifying information
67 required by this chapter for eligible borrowers and shall contain a
68 statement by the applicant that inability to obtain the reduced
69 interest rate provided by program would impede the ability of the
70 applicant to undertake the eligible project. At such time as the
71 secretary approves a business as an eligible borrower, the secre-
-72 tary shall certify to the treasurer that said business is an eligible
73 borrower. Upon initial receipt of an application pursuant to this
74 section, the secretary shall approve or deny said application
75 within 28 calendar days.
76 The secretary shall evaluate each application based upon the
77 following criteria:
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(I) the significance of the eligible project for improving the
competitive position and profitability of the business;

78
79

(2) the materiality of a reduced cost of borrowing through a
linked loan to the ability of the business to undertake the eligible
project;
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(3) the number of jobs likely to be created or retained, or other
substantial economic benefits likely to be achieved as a result of
the linked loan; and
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(4) such other criteria as the commissioner of economic devel-
opment determines to be relevant.
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Section 4. Upon being certified by the secretary as an eligible
borrower, an eligible borrower shall furnish to the treasurer a copy
of the loan origination documents prepared by an eligible lender.
Upon receipt of said certification from the secretary and said doc-
uments, the treasurer shall prepare the written deposit agreement
required by section 2 of this chapter and shall authorize and effec-
tuate the deposit of commonwealth money with said lender at the
interest rate pursuant to said agreement not later than 10 business
days after the date on which said agreement is executed.
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Section 5. The credit decision for making a linked loan shall be
made solely by the lender. Not more than 250 million dollars may
be deposited pursuant to this chapter at any one time, and not
more than 100 million dollars may be deposited in any one eli-
gible lender at any one time. Notwithstanding the length of the
term of a linked loan, the linked deposit relating to the linked loan
shall be for a period of not more than five years.
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Section 6. (a) An eligible lender making a linked loan shall
notify the treasurer if the borrower to which the deposit is linked
defaults on the loan. In the event of a default, the treasurer may
withdraw the linked deposit.
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(b) Nothing in this chapter shall impose any liability on the
commonwealth or any of its subdivisions or employees for pay-
ment or delays in payment of the principal or interest of a linked
loan. In the event of any delay in payments or any default on a
linked loan, the borrower shall be responsible for any penalties
normally imposed by the lender on borrowers in such cases.
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(c) Upon early repayment of a linked loan, the lender shall,
within 30 days, give the treasurer notice of such early repayment,
and the treasurer shall thereafter withdraw the linked deposit upon
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not less than seven days prior written notice to the lender, and the
interest rate payable on the linked deposit from the date of early
repayment of the linked loan to the date of withdrawal of the
linked deposit shall be the interest rate upon which the linked
deposit interest rate was calculated without regard to the applic-
able basis point reduction.
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Section 7. The secretary, through the departments and regional
offices under his control, and with the assistance of the treasurer,
the division, and any other appropriate public and quasi-public
agencies, including regional and local economic development
organizations, shall actively market and promote awareness of the
program in all geographical regions of the commonwealth.
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Section 8. To the extent feasible, the treasurer shall seek to
make linked deposits with eligible lenders domiciled within the
commonwealth. Nothing in this section shall be construed to pre-
vent a linked deposit in any other eligible lender that otherwise
meets the requirements of this chapter.
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Section 9. (a) The secretary and treasurer shall monitor the
activities of participating borrowers and lenders and may require
periodic reports or other information the secretary or treasurer
deems necessary from participating borrowers and lenders on the
status of the linked loans and eligible projects to ensure compli-
ance with the provisions of this chapter.
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(b) On or before February 15 of each year, the secretary and
treasurer shall submit to the house and senate committees on ways
and means and the clerks of the house and senate a report on the
activities of the program. Said report shall include information
from the previous year pertaining to: the cost of the program to
the commonwealth as a result of the reduced interest rate on
deposits authorized by this chapter; the number and use of linked
loans under the program and the amount thereof; the lenders
making linked loans and the number of loans made per lender; the
geographical distribution of the lenders and borrowers; the
approximate number of jobs created or retained or other economic
benefits incurred as a result of the program; actions taken by the
secretary and treasurer to secure increased participation of lenders
in underserved regions of the commonwealth; actions taken by the
secretary to secure increased participation of regional and local
economic development organizations; and goals for the program
for the current year.
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157 Section 10. The treasurer shall promulgate regulations, consis-
-158 tent with those established by the secretary pursuant to section 3
159 of this chapter, to carry out the intent of this chapter.
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