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June 26, 2007

The Honorable David Nocenti

General Counsel to the Governor

Executive Chamber 

State Capitol

Albany, NY  12224




Re: A. 8460 (Magee)/S. 6098 (Saland)  AN ACT to amend the environmental conservation law, the public authorities law, the state finance law, the agriculture and markets law, the executive law and the banking law, in relation to establishing a linked deposit program
Dear Mr. Nocenti:

The New York Bankers Association supports this legislation, that would establish a water pollution control linked deposit program, and urges that it be approved.  This legislation is designed to provide low cost financing to agricultural non-point-source pollution control projects and small business and residential on-site wastewater treatment plants.  Our Association is comprised of the community, regional and money center commercial and savings banks doing business in New York State, whose aggregate assets exceed $5 trillion and which have more than 300,000 New York employees.

This legislation would provide authority for the New York Environmental Facilities Corporation to make below market-rate deposits in certain New York lenders, including designate banks and thrift institutions, in return for their lending at below market rates of interest to agricultural, small business and residential borrowers for the installation of water pollution control programs and devices.  Similar to the highly successful Excelsior linked deposit program which has provided a secure low-cost source of funding for job-creating small business loans for ten years, the program is designed to be managed by lenders who assume the risk of loan default.  The only cost to the State is whatever interest might be foregone on the deposits made in participating institutions.

The Excelsior linked deposit program has provided more than $300 million in loans to eligible borrowers.  The State has experienced no loan losses on any of these loans, even as hundreds of small businesses have benefited.  However, the Excelsior program is targeted to small businesses which can develop or maintain jobs in the State, and is not available for other purposes.

This legislation would supplement the Excelsior linked deposit program with a program to provide subsidized funding for water pollution control from deposits placed in participating lenders by the State Environmental Facilities Corporation.  All of these deposits would be fully secured by readily marketable collateral, and the lender would bear the entire risk of loss on loans made using these deposits.  Moreover, expanding the State’s water pollution control program through the enlistment of small businesses, farmers and residential property owners will provide a measurable increase in the safety of the State’s drinking water.  The small cost of this program in potential foregone interest will be more than offset through the environmental and economic advantages of this linked deposit program.
For these reasons, the New York Bankers Association supports this legislation and urges that it be approved.

Sincerely,
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Michael P. Smith
