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STATE OF NEW YORK

2125
2009- 2010 Regul ar Sessi ons
I N SENATE
February 11, 2009

Introduced by Sen. GOLDEN -- read twi ce and ordered printed, and when
printed to be committed to the Conmittee on Corporations, Authorities
and Conmi ssi ons

AN ACT to anend the public authorities |aw and the state finance law, in
relation to establishing a | oan guarantee programfor school s author-
i zed under article 56 of the education |aw

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The public authorities law is amended by adding a new
section 1689-j to read as foll ows:

S 1689-J. CHARTER SCHOOL LOAN GUARANTEE PROGRAM 1. DEFINITIONS. AS
USED I N THI S SECTI ON:

(A) "AUTHORI TY" SHALL MEAN THE DORM TORY AUTHORI TY CREATED BY SECTI ON
S| XTEEN HUNDRED SEVENTY- SEVEN OF THI' S TI TLE.

(B) "CHARTER SCHOOL" SHALL MEAN A SCHOOL AUTHORI ZED BY ARTICLE FIFTY-
SI X OF THE EDUCATI ON LAW

(O "CHARTER SCHOOL PROJECT" SHALL MEAN CONSTRUCTI ON OF ANY NEW BUI LD
ING PURCHASE OF AN EXI STING BU LDI NG OR REFI NANCI NG OF AN EXI STI NG
BU LDI NG | N ORDER TO FACI LI TATE SUBSTANTI AL | MPROVEMENT THERETO, THE
FI NANCI NG OF REAL PROPERTY DEEMED ESSENTI AL FOR THE CONDUCT OF A CHARTER
SCHOOL, THE EXTENSI ON OR PROVI SI ON OF UTI LI TIES AND ANY OTHER APPURTEN-
ANT FACILITIES TO BE USED BY ANY CHARTER SCHOOL APPROVED PURSUANT TO
SECTI ON TVENTY- El GHT HUNDRED FI FTY- TWO OF THE EDUCATI ON LAW

(D) "LENDI NG |INSTITUTION' SHALL MEAN THE ORI G NAL LENDER UNDER THE
LOAN AGREEMENT OF PARTI Cl PANTS THEREI N AND | TS SUCCESSORS AND ASSI GN\S,
AND MAY [INCLUDE BUT IS NOT LIMTED TO AN | ND VI DUAL LENDER, CORPO-
RATI ON, | NSURANCE COWVPANY, BANK, | NVESTMENT COWVPANY, EXECUTOR, TRUSTEE
OR OTHER FI DUCI ARY, PENSI ON, PROFI T SHARI NG AND RETI REMENT FUND.

(E) "PAYMENTS" SHALL MEAN PERI ODI C PAYMENTS CALLED FOR UNDER THE TERMS
O A LQOAN, AND MAY INCLUDE, BUT IS NOT LIMTED TO | NTEREST, | NSTALL-

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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MENTS OF PRI NCl PAL, TAXES AND ASSESSMENTS, LOAN | NSURANCE PREM UMS AND
HAZARD | NSURANCE PREM UMS.

2. POANERS AND LI M TATI ONS. THE AUTHORI TY SHALL HAVE POWER TO

(A) GUARANTEE LOAN REPAYMENTS TO A LENDI NG | NSTITUTI ON THAT HAS
PROVI DED THE FUNDI NG FOR A CHARTER SCHOOL PRQJECT, AS DEFINED IN SUBDI -
VISION ONE OF THIS SECTIQON, NOI' TO EXCEED ElI GATY PER CENTUM OF THE
AMOUNT OF SUCH LQAN, UPON SUCH TERMS AND CONDITIONS AS THE FUND MNAY
PRESCRI BE, AND FOR SUCH PURPOSES, THE FUND MAY ENTER | NTO SUCH AGREEMENT
OR AGREEMENTS W TH LENDI NG I NSTI TUTI ONS OR OTHER PERSONS AS REQUI RED.

(B) ACCEPT G FTS, GCRANTS OR LOANS FROM AND ENTER | NTO CONTRACTS OR
OTHER TRANSACTI ONS W TH, ANY FEDERAL OR STATE AGENCY, ANY MJUNI Cl PALITY,
ANY PRI VATE ORGANI ZATI ON OR ANY OTHER SOURCE.

(© ENTER [INTO AGREEMENTS W TH PROSPECTI VE LENDI NG | NSTI TUTI ONS AND
BORROVNERS FOR THE PURPOSE OF PLANNI NG, DESI GNI NG CONSTRUCTI NG ACQUI R-
I NG ALTERI NG AND FI NANCI NG PRQJECTS.

(D) WHEN | T BECOVES DESI RABLE FOR THE FUND TO SAFEGUARD | TSELF FROM
LGSSES, I T MAY ACQUI RE, PURCHASE, MANAGE AND COPERATE, HOLD AND DI SPCSE
OF REAL AND PERSONAL PRCOPERTY, TAKE ASSI GNMVENTS OF RENTALS AND LEASES
AND MAKE AND ENTER I NTO ALL CONTRACTS, LEASES, AGREEMENTS AND ARRANGE-
MENTS NECESSARY OR | NCI DENTAL TO THE PERFORMANCE OF | TS DUTI ES.

(E) I N ORDER TO FURTHER THE PURPOSES OF THI S SECTI ON, OR TO SAFEGUARD
THE LOAN GUARANTEE FUND, PURCHASE, ACQUIRE AND TAKE ASSIGNVENTS OF
NOTES, MORTGAGES, AND OTHER FORM5 OF SECURI TY AND EVI DENCES OF | NDEBT-
EDNESS, PURCHASE, ACQUI RE, ATTACH, SEIZE, ACCEPT OR TAKE TITLE TO ANY
PRQIECT BY CONVEYANCE, OR WHEN AN I NSURED LOAN THEREON | S | N DEFAULT,
FORECLOSE, SELL, LEASE OR RENT THE SUBJECT MATTER PROVIDED FOR BY THE
LCGAN.

(F) PRESCRI BE STANDARDS AND CRI TERI A BY VWH CH APPLI CATI ONS FOR LOAN
GUARANTEES FOR CHARTER SCHOOLS W LL BE JUDGED, | NSCFAR AS SUCH STANDARDS
AND CRI TERI A ARE NOT | NCONSI STENT W TH THE PURPCSES OF THI S ARTI CLE.

(G GUARANTEE TO ANY BONDI NG AGENCY AUTHORI ZED TO DO BUSINESS IN TH' S
STATE ANY BOND NECESSARY TO THE ACTIVITY OF THE CHARTER SCHOOL OR FOR
THE UNDERTAKI NG OF A CHARTER SCHOOL PRQJECT. SUCH GUARANTEE SHALL NOT
EXCEED ElI GHTY PER CENTUM OF THE FACE AMOUNT OF ANY LGOSS | NCURRED BY THE
BONDI NG AGENCY.

(H) 1SSUE AND SELL I TS DEBENTURES, BEARI NG SUCH |NTEREST RATES AND
HAVI NG SUCH MATURI TI ES AND OTHER TERMS AND PROVI SI ONS AS MAY BE DETER-
M NED BY THE AUTHORI TY.

(1) TO DO ANY AND ALL THI NGS NECESSARY OR CONVENI ENT TO CARRY QUT I TS
PURPOSES AND EXERCI SE THE PONERS G VEN AND GRANTED UNDER THI S SECTI ON,
OR UNDER ANY OTHER LAW SPECI AL, GENERAL OR LOCAL.

3. LOAN GUARANTEE FUND. THE AUTHORI TY SHALL ESTABLI SH A LOAN GUARANTEE
FUND. THE LOAN GUARANTEE FUND SHALL BE A NON- LAPSI NG REVOLVI NG FUND TO
BE USED FOR THE PURPCSE OF CARRYI NG QUT THE PROVI SI ONS OF THI S SECTI ON.
TO SUCH LOAN GUARANTEE FUND SHALL BE CHARGED PAYMENTS REQUI RED BY LOAN
DEFAULTS. TO SUCH LOAN GUARANTEE FUND SHALL BE CREDI TED ALL RECEI PTS OF
THE FUND, OTHER THAN RECEI PTS ALLOCATED FOR THE PAYMENT OF CURRENT OPER-
ATI NG EXPENSES, | NCLUDI NG LOAN GUARANTEE PREM UMS, d FTS, GCRANTS OR
LOANS, PROCEEDS OF THE SALE OF DEBENTURES BY THE FUND, TRANSFERS FROM
THE CHARTER SCHOOLS STI MULUS FUND CREATED BY SECTI ON NI NETY- SEVEN- SSS OF
THE STATE FI NANCE LAW AND PROCEEDS FROM THE SALE, DI SPOCSAL, LEASE OR
RENTAL OF REAL OR PERSONAL PROPERTY VWH CH THE FUND MAY RECEI VE UNDER THE
PROVI SIONS OF THI'S SECTI ON. MONI ES OF THE LOAN GUARANTEE FUND, NOT NEED-
ED TO MEET CURRENT OBLI GATI ONS OF THE FUND, SHALL BE DEPOCSI TED TO THE
CREDI T OF SUCH LOAN GUARANTEE FUND AND MAY BE | NVESTED AS THE DI RECTORS
OF THE FUND SHALL DETERM NE.
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4. GUARANTEE OF LOANS. THE AUTHORITY |'S AUTHORI ZED TO GUARANTEE REPAY-
MENTS OF A LOAN MADE BY A LENDI NG | NSTI TUTI ON TO PROVI DE FUNDI NG FOR
CHARTER SCHOOL PRQJECTS AS DEFINED IN SUBDI VISION ONE OF TH S SECTI ON,
NOT TO EXCEED EIGHTY PER CENTUM OF THE PRI NCI PAL AMOUNT OF THE OBLI -
GATION, UPON SUCH TERMS AND CONDI TI ONS AS THE AUTHORI TY MAY PRESCRI BE,
PROVI DED THAT THE AGGREGATE AMOUNT OF THE UNPAI D BALANCE OF ALL OBLI-
GATIONS SO GUARANTEED AND QUTSTANDI NG AT ANY ONE TI ME SHALL NOT EXCEED
TEN M LLI ON DOLLARS DURI NG THE FI RST FI SCAL YEAR OF OPERATIONS OF THE
FUND, AND | N ANY SUCCEEDI NG FI SCAL YEAR, FIVE TI MES THE AVERAGE ANNUAL
BALANCE I N THE LOAN GUARANTEE FUND FOR THE PRECEDI NG FI SCAL YEAR, AND
PROVI DED FURTHER, HOWEVER, THAT THE TOTAL POTENTI AL LI ABILITY OF THE
FUND TO A LENDI NG | NSTI TUTI ON ON BEHALF OF ANY ONE BORROWNER SHALL NOT
EXCEED FI VE M LLI ON DCOLLARS.

5. CONDI TIONS FOR GUARANTEE. |IN ORDER FOR A LOAN TO BE GUARANTEED
UNDER THE PROVI SIONS OF THI S SECTI ON, THE LOAN TO BE GUARANTEED MJUST BE
EXECUTED BY A BORRONER TO WHOM CREDI T |'S NOT REASONABLY AVAI LABLE AND
PROVI DE FI NANCI NG FOR THE ACQUI SI TI ON, CONSTRUCTI ON, RECONSTRUCTI ON OR
REHABI LI TATION OF A FACILITY FOR A CHARTER SCHOQOL.

6. LOAN GUARANTEE PREM UM THE AUTHORITY IS AUTHORI ZED BUT NOT
REQUI RED TO FI X PREM UM5 FOR THE GUARANTEE OF LOAN REPAYMENTS UNDER THE
PROVISIONS OF TH S SECTIQN, SUCH PREM UMS TO BE COMPUTED AS A PERCENT-
AGE, VWH CH SHALL NOT EXCEED ONE PER CENTUM PER ANNUM ON THAT PORTI ON OF
THE PRI NCI PAL  OBLI GATI ON GUARANTEED HEREUNDER AS THE FUND SHALL DETER-
M NE ON THE BASI S OF ALL PERTI NENT AVAI LABLE DATA. SUCH PREM UMS SHALL
BE PAYABLE BY THE BORROAER I N SUCH MANNER AS SHALL BE PRESCRI BED BY THE
AUTHORI TY. THE AMOUNT OF PREM UM IS NOT REQUI RED TO BE UNI FORM AMONG THE
VARI QUS LOANS | NSURED.

7. EXPENSES. THE AUTHORI TY MAY IN I TS DI SCRETI ON EXPEND SUCH MONI ES AS
MAY BE NECESSARY FOR ANY OF | TS EXPENSES, | NCLUDI NG ADM NI STRATI VE,
LEGAL, ACTUARI AL AND OTHER SERVI CES.

8. OBLI GATI ONS ELI A BLE FOR | NVESTMENT. OBLI GATI ONS GUARANTEED BY THE
AUTHORI TY UNDER THI' S SECTI ON AND PARTI CI PATI ONS THEREI N ARE HEREBY MADE
LEGAL | NVESTMENTS FOR ALL | NSURANCE COVWPANI ES, TRUST COVPANI ES, BANKS,
I NVESTMENT COVPANI ES, SAVI NGS BANKS, BUI LDING AND LQOAN ASSOCI ATl ONS,
CREDI T UNI ONS, SAVI NGS AND LOAN ASSCClI ATI ONS, EXECUTORS, ADM NI STRATCRS,
GUARDI ANS, CONSERVATORS, TRUSTEES AND OTHER FIDUCI ARIES, PENSI ON,
PROFI T- SHARI NG AND RETI REMENT FUNDS.

9. CONTRACTS OF GUARANTEE; WAI VERS. (A) THE AUTHORI TY SHALL ARRANCE BY
CONTRACT W TH THE LENDI NG | NSTI TUTI ON OR THE BORROVER OR BOTH TO SAFE-
GUARD THE | NTEREST OF THE FUND I N THE EVENT OF DEFAULT BY THE BORROVER,
| NCLUDI NG AT THE DI SCRETI ON OF THE FUND, PROVISION FOR NOTICE TO THE
FUND OF DEFAULT BY THE BORROWER, FOR FORECLOSURE OR OTHER REALI ZATI ON
UPON ANY SECURI TY FOR THE LOAN, FOR THE TI ME AND CONDI TI ONS FOR PAYMENT
TO THE LENDI NG | NSTI TUTI ON BY THE FUND OF THE AMOUNT OF ANY LGSS TO THE
LENDI NG | NSTI TUTI ON GUARANTEED BY THE FUND, AND FOR THE DI SPOSI TI ON OF
THE PROCEEDS REALI ZED FROM ANY SECURI TY FOR THE LOAN GUARANTEED. WHEN | T
APPEARS DESI RABLE FOR A TEMPORARY PERI GD UPON DEFAULT OR THREATENED
DEFAULT BY THE BORROVWER, THE FUND MAY | TSELF MAKE PAYMENTS OF | NSTALL-
MENTS OF PRI NCI PAL OR | NTEREST OR BOTH, TO THE LENDI NG | NSTI TUTI ON, AND
OF TAXES AND | NSURANCE, VWH CH PAYMENTS SHALL BE REPAID, UNDER SUCH
CONDI TITONS AS THE FUND MAY PRESCRI BE, AND THE FUND MAY ALSO AGREE TO
REVI SED TERM5 OF FI NANCI NG WHEN SUCH APPEAR PRUDENT.

(B) UPON REQUEST OF THE LENDI NG | NSTI TUTI ON, THE FUND NMAY AT ANY TI ME,
UNDER SUCH EQUI TABLE TERMS AND CONDI TIONS AS | T MAY PRESCRI BE, CONSENT
TO THE RELEASE OF THE BORRONER FROM HI' S OR HER LI ABI LI TY UNDER THE LOAN
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OR CONSENT TO THE RELEASE OF PARTS OF ANY SECURED PROPERTY FROM THE LI EN
OF THE LENDI NG | NSTI TUTI ON

S 2. Section 97-sss of the state finance |aw, as added by chapter 4 of
the laws of 1998, is anended to read as foll ows:

S 97-sss. Charter schools stimulus fund. There is hereby established
in the joint custody of the conptroller and the conmm ssioner of taxation
and finance a fund to be known as the charter schools stinulus fund.
Such fund shall consist of all nonies made avail abl e pursuant to appro-
priation for this purpose, all nonies transferred to such fund pursuant
to law, and grants, gifts and devi ses and donations from any public or
private source. The purpose of such fund is to provide discretionary
financial support, including grants [and], |oans AND LOAN GUARANTEES t o
charter school applicants and to charter schools for start-up costs and
for costs associated with the acquisition, renovation, or construction
of school facilities.

S 3. Severability. If any clause, sentence, paragraph, section or part
of this act shall be adjudged by any court of conpetent jurisdiction to
be invalid, such judgnment shall not affect, inpair, or invalidate the
remai nder thereof, but shall be confined in its operation to the cl ause,
sent ence, paragraph, section or part thereof directly involved in the
controversy in which such judgnment shall have been rendered.

S 4. This act shall take effect immediately.



