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STATE BOND BANKS: THE BEST KEPT SECRET
Presented at CDFA Webinar
March 19, 2024



The Legacy of Bond Banks
Primary Act 47 Recovery Plan 
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 Concept grew from idea first proposed in New Jersey by 
Goldman Sachs following New York housing finance 
agency model in late 1960s

 Idea was response to tight credit availability

 Vermont was struggling with long term financing for local 
school districts and created the first bond bank in 1969

 Vermont legislation established framework for 
subsequent bond banks, which includes:

 Status as independent quasi‐governmental agency to 
avoid financial liability of the sponsoring state

 Authority to purchase bonds and/or make loans to 
governmental units

 Policy focus on access to capital 

 Market focus on lowering cost of capital

 Authority to intercept state funds due to governmental 
units

 State credit enhancement in the form of moral 
obligation

 Voluntary participation from municipalities

 Many modifications to above structure 50 years later 
including like programs through finance authorities and 
state treasurers' offices



Active Bond Banks*
Primary Act 47 Recovery Plan 
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State bond banks help overcome gaps in information, scale, and credit to allow cities, towns, villages, school districts, and
other forms of government with equitable access to capital. This is achieved by pooling loans from around the state together 

in one security structure that stands behind tax‐exempt bonds issued in the larger capital markets. States typically offer 
credit enhancement as well, most commonly through an intercept, or offset, mechanism where dollars due to local 

communities are redirected to local debt service payments in the event of nonpayment

New York State Municipal Bond Bank Agency (NYSHFA)Alaska Bond Bank
NH Bond BankCalifornia i‐Bank
North Dakota Bond BankIdaho Bond Bank Authority
Oregon Infrastructure Finance Authority (Oregon Bond Bank)Indiana Bond Bank 
Vermont Bond BankMaine Bond Bank
Virginia Resource AuthorityMaryland Community Development Administration

*List may not be inclusive; other states have bond bank like elements or previously 
tried to create a bond bank



The Vermont Bond Bank
Primary Act 47 Recovery Plan 
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Clean Energy Finance

Technical Assistance

Climate Recovery

Policy Development

Capital Debt Affordability Advisory 
Committee

Local Investment Advisory 
Committee

Pooled Loan Program State Revolving Loan Funds Program Development
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Maine Municipal Bond Bank
Augusta, ME

Terry Hayes
Executive Director



Quasi-Governmental Agency

•Created in statute in 1971 (1973)

•Public infrastructure investment

•Board of 5 Commissioners

•Staff of 20 professionals

•Biannual Legislative oversight

•Over $14B loaned/managed
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Programs Administered by MMBB
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Program Borrower(s) Total Loaned to Date

General Resolution (MO) local entities $3,876,615,564

MHHEFA (MO) education/healthcare $3,650,894,209

MHHEFA (conduit) education/healthcare $2,935,558,885

MGFA State of Maine (MO) $1,097,535,000

GARVEE Dept of Transportation $389,720,000

TransCap Dept of Transportation $242,137,621

Liquor Bond* State of Maine (taxable) $220,660,000

Clean Water SRF local entities (Fed) $1,118,911,214

Drinking Water SRF local entities (Fed) $397,255,390

School RRF local entities (State) $239,384,430

Maine Connectivity Authority quasi-state Broadband LoC $7,500,000       

Total as of 2/2024: $14,176,172,283



General Resolution Program

• The Maine Municipal Bond Bank (“MMBB”) provides financial assistance to 
Maine municipalities, school systems, water and sewer districts, public waste 
disposal corporations and other governmental entities for approved acquisition, 
construction and capital improvement projects

• Borrowers benefit from MMBB’s strong credit rating and market access and 
achieve a lower cost of capital as a result of 

 The advantageous pricing of the highly-rated MMBB General Resolution pool 

 The efficiencies and economies of scale gained by participating in a larger transaction

• Borrower loan payments are due twice a year, May (interest), and November 

(principal and interest), prior to the debt service payments

 Since 2011, borrower loan payments are due 30 days in advance

 Borrower payments for outstanding loans issued prior to 2011, are due 5 days in 

advance

• MMBB’s outstanding portfolio contains 261 governmental units and 542 loans

• MMBB has provided loans to 607 different governmental units for a total of 
2,023 loans
 Loan terms are between 5 and 30 years, and may not exceed the useful life of the financed 

asset

 Loans are not prepayable
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Diversification of Pool

• Loans are geographically 
distributed throughout the 
State of Maine (the “State”)

• Fifteen of the twenty largest 
borrowers have school 
construction projects with 
debt service payments 
subsidized by the State

• Largest borrower accounts 
for 12.47% of the total pool 

• Top ten borrowers account 
for 45.70%(1) of the total 
pool
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Top 20 Borrowers By Principal Outstanding

Total Percent 

Outstanding Total Principal Of Maximum 

Borrower Loans Pledge Outstanding(1) Portfolio(1) Maturity

Sanford 12 GO $129,783,069 12.47% 11/01/2040

MSAD #75 3 GO 59,868,619 5.75 11/01/2039

RSU #19 3 GO 47,850,290 4.60 11/01/2039

RSU #39 2 GO 42,902,300 4.12 11/01/2039

RSU #24 4 GO 41,906,439 4.03 11/01/2042

Brunswick & Topsham Water District 8 REV 40,356,127 3.88 11/01/2043

Lewiston 2 GO 33,541,045 3.22 11/01/2037

RSU #09 3 GO 31,036,266 2.98 11/01/2031

Westbrook 6 GO 26,111,000 2.51 11/01/2048

Brewer 19 GO 22,114,678 2.13 11/01/2043

RSU #02 2 GO 22,037,094 2.12 11/01/2038

MSAD #22 1 GO 21,110,688 2.03 11/01/2031

RSU #64 1 GO 16,855,667 1.62 11/01/2035

Ellsworth 2 GO 16,326,663 1.57 11/01/2043

Lisbon 11 GO 13,578,704 1.31 11/01/2037

MSAD #72 1 GO 13,539,231 1.30 11/01/2036

RSU #18 2 GO 10,475,133 1.01 11/01/2037

Standish 10 GO 10,122,462 0.97 11/01/2032

MSAD #03 1 GO 9,880,285 0.95 11/01/2027

Belfast 3 GO 9,867,126 0.95 11/01/2047

Total 96 $619,262,895 59.52%

(1) Totals may not add up due to rounding

*Shown prior to issuance of 2023 Series B Bonds



Diversification of Pool (continued)

• Concentration of credits in Androscoggin, Cumberland, Penobscot and York Counties (the 

counties with the highest per capita income, highest property valuations and largest populations) 

account for 51.37% of loans

6

$0

$20

$40

$60

$80

$100

$120

$140

$160

$180

$200

M
ill

io
n

s

Total Principal Outstanding Per County

7.6%

7.0%

13.8%

3.9%

6.9%

5.4%

1.8%

1.9%
10.3%

3.1%

13.1%

0.8%

0.6%

1.9%

4.0%

0.8%

16.9%

Percent Of MMBB Portfolio by County
Androscoggin

Aroostook

Cumberland

Franklin

Hancock

Kennebec

Knox

Lincoln

Multi-County

Oxford

Penobscot

Piscataquis

Sagadahoc

Somerset

Waldo

Washington

York

*Shown prior to issuance of 2023 Series B Bonds



Solid Ratings                                 (9/2023)

• S&P Global affirms AA+/stable long-term 
rating  

• Moody’s affirms Aa2 stable rating

• Sound administration

• No defaults in over 50 years

• Extra reserves…
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General Resolution Resources

• The Bank has three separate reserve funds which provide a high degree of additional security if a 

borrower makes a late payment or defaults on a loan payment

 As of 6/30/2023, the aggregate reserve fund balances totaled $184.55 million - projected to cover Maximum 
Annual Debt Service (“MADS”) by a minimum of 1.48x
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Reserve Fund

$148,203,119

80%

Supplemental Reserve Fund

$26,565,568

14%

Special Discretionary Reserve Fund

$9,782,634

6%

Fund Name Reserve Fund Supplemental Reserve Fund Special Discretionary Reserve Fund

Description

• Established by the original resolution 

and funded with bond proceeds with 

each bond issuance

• Must equal at least MADS on 

outstanding bonds

• State law provides a Moral Obligation 

replenishment provision if the Reserve 

Fund goes below an amount equal to 

the MADS requirement

• Pledged to resolve deficiencies in the 

Principal Account, Interest Account 

and Reserve Fund, subject to MMBB 

direction

• Comprised of two accounts: 

• General Reserve Account

• Special Reserve Account

• Not pledged, however is unrestricted 

as to use, and is available for 

repayment of debt

• In 2020, $12 million was transferred 

from the Special Discretionary 

Reserve Fund into the General 

Reserve Account 

Pledged to Bonds Yes Yes No

Balance 

(as of 6/30/2023)
$148,203,119 (1) $26,565,568 $9,782,634

(1) The Reserve Fund requirement as of 6/30/2023 was $124.7 million, which equates to $23.5 million in excess over the requirement 



Programs Administered by MMBB
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Program Borrower(s) Total Loaned to Date

General Resolution (MO) local entities $3,876,615,564

MHHEFA (MO) education/healthcare $3,650,894,209

MHHEFA (conduit) education/healthcare $2,935,558,885

MGFA State of Maine (MO) $1,097,535,000

GARVEE Dept of Transportation $389,720,000

TransCap Dept of Transportation $242,137,621

Liquor Bond* State of Maine (taxable) $220,660,000

Clean Water SRF local entities (Fed) $1,118,911,214

Drinking Water SRF local entities (Fed) $397,255,390

School RRF local entities (State) $239,384,430

Maine Connectivity Authority quasi-state Broadband LoC $7,500,000       

Total as of 2/2024: $14,176,172,283



Terry Hayes
Executive Director
Maine Municipal Bond Bank
terry@mmbb.com

Questions?



Bond Bank Credit Advantage
Primary Act 47 Recovery Plan 
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Net Zero Municipal Financing Case Study
In December 2021, a fire destroyed the building that served as the garage for the Town of 
Charlotte (pop. 3,912). It had belonged to a private contractor, Lewis Excavating, who under 
the direction of Junior Lewis, has served the town’s elected road commissioner since 1976. 
Less than two years later, in November 2023, town officials and about 100 others gathered 
to cut the ribbon on a brand new six‐bay town owned facility. 

The reconstruction occurred at a time of escalating construction costs and town officials 
undertook value engineering to lower both upfront and on‐going costs. Part of this strategy 
was to design the building with net zero energy features. This included a state‐of‐the‐art 
geothermal heating and cooling system that when combined with a 129 kWdc solar array 
rooftop solar installation will eliminate the building’s greenhouse gas emissions entirely. 

PROJECT COSTS
$2,958,000Building & Foundation

282,000Solar PV Cells and 
Installation

$3,240,000Total

SOURCES
$1,000,000SLFRF (ARPA)

458,000High Fund Reserves
1,500,000Pooled Loan Program 

Loan
197,400Clean Energy Program 

Net Loan
84,600Elective Pay Credit (30%)

$3,240,000Total

Part of the cost strategy was to turn to the Bond Bank for financing. Voters were twice asked to 
support the project. A $1.5 million bond passed followed by a $282 thousand note a year later. The 
larger loan was provided by the Bond Bank in the summer of 2023 as part of its Pooled Loan Program, 
which provided a 3.82% rate for twenty years, despite overall market rates at a two‐decade high. The 
smaller loan was funded through the Bond Bank’s new Clean Energy Loan Program at a rate of 2% for 
ten years, which closed on January 11, 2024. 

Beyond the garage, the solar installation will also help meet the electric demands of the town hall, the 
library, the senior center, and a good portion of Charlotte’s fire and rescue services department for 
over $100 thousand in savings over the next 15 years after accounting for financing costs.

Thanks to a provision in the Inflation Reduction Act (IRA), the town, and other Vermont municipalities, 
can received an “elective pay” credit for solar, battery storage, and other zero or negative emission 
technologies. The small solar loan was structured with flexibility in mind to allow early prepayment 
once the town receives a payment from the IRS equal to 30% of the solar costs.

At the ribbon cutting, Rebecca Foster of the Charlotte Energy Committed said, “I am personally, 
incredibly grateful that in this project the town decided to think forward, to think about the future, to 
think about future generations.” Shortly after her remarks, Jim Faulkner, chair of the Charlotte 
selectboard, directed the attention of the large crowd to an open bay door where a red ribbon hung 
across the opening. Outside, a truck engine rumbled to life, a large snowplow blade soon came into 
view, and the ribbon was severed, ushering in a new era with both a better facility and cleaner, more 
resilient, and more affordable energy.



Past as Prologue
Primary Act 47 Recovery Plan 
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An Optimal way to Finance Local Infrastructure?An Optimal way to Finance Local Infrastructure?

 Modern bond bank provides platform for diversity of 
local government borrowing needs

 Consolidated platform for distribution of infrastructure 
dollars

 Recognized market acceptance for leveraging 
infrastructure dollars



Bond Banks as future of infrastructure policy
Primary Act 47 Recovery Plan 
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Fundamentally, bond banks give municipalities and school districts of all sizes a reliable, efficient, and affordable pathway to
accessing capital markets. While efficient access to capital is the fundamental reason to support state bond banks, many 

overlapping and contemporary issues also point to the efficacy of this policy solution for what is next in American 
infrastructure policy. 

Retirements and fragmented 
municipal market

Reporting and compliance 
requirements

Leveraging federal resources Navigating the hazards of climate 
change

Equity Innovation in Response to State & 
Local Challenges



Vermont Municipal Climate Recovery Fund
Primary Act 47 Recovery Plan 
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https://www.vtcng.com/news_and_citizen/news/local_news/flooding‐
johnson/image_ac7e875e‐2183‐11ee‐b2e3‐1705cfe60903.html

 The purpose of the MCRF is to provide budgetary relief by lowering the interest rate and extending the term of the 
loans used to bridge FEMA reimbursement or otherwise pay for the many unexpected costs of the flood

 The program was facilitated through a $15 million loan through the 10% in Vermont local investment

 The high costs associated with recovery from the summer floods forced many communities to borrow the funds 
needed. Vermont’s banking sector stepped up to help, but interest rates at 20‐year highs are stressing budgets as 
towns await FEMA assistance or other funding solutions

 Through the 10% in Vermont award, the Bond Bank will be able to offer financing allowing municipalities to refinance 
or reimburse flood expenses at an estimated interest rate of 1.3% for seven years. The program will save taxpayers in 
flood‐impacted communities up to an estimated $3.5 million
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CDFA-Bricker Graydon Webinar Series: 
Revitalizing Brownfields with TIFs and Special Assessments
April 9 //  2:00 – 4:00 PM Eastern

CDFA//BNY Mellon Development Finance Webcast Series: 
Why Bond Deals go Bad
April 16 //  2:00 – 3:00 PM Eastern

CDFA Tribal Finance Webinar Series: 
Empowering Native Entrepreneurs Through Access to Capital
April 23 //  2:00 – 3:30 PM Eastern

Upcoming Events at CDFA

CDFA TRAINING INSTITUTE

We offer 20+ courses in development
finance designed for all skill levels.

Learn more and register today at
www.cdfa.net



Tammy Davis
BNY Mellon
Senior Vice President, Senior 
Relationship Management
313-967-4344
tammy.davis@bnymellon.com

Contact Us

Ariel Miller
Council of Development Finance Agencies
Senior Director, Research & Technical Assistance
614-705-1319 
amiller@cdfa.net 

The material contained herein is for informational purposes only. The content of this is not intended to provide 
authoritative financial, legal, regulatory or other professional advice. The Bank of New York Mellon Corporation and 
any of its subsidiaries makes no express or implied warranty regarding such material, and hereby expressly disclaims 
all legal liability and responsibility to persons or entities that use this report based on their reliance of the information 
in such report. The presentation of this material neither constitutes an offer to sell nor a solicitation of an offer to buy 
any securities described herein.
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