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August 11, 1967

Ksith L. Crockett, Secretary-Treasurer EBducation
Maine School Building Authority |
Robert G. Fuller, Jr., Azsistant Attorney General:

Title to balances remain after bond retirement in municipal sinking
funds absorbed by School “dministrative Districts pursuant to Me. Rev,

stat. A:an., Tit. 20, 217 (1964).

EAGIS:

‘Certain municipalities in the State, unable due to debt
limitation or other cause to fipance school building conetrae-
tion, have been aided in obtaining nesded educational facilities
through the auspices of the Maine Bchool Building Authority.

The municipality conveys land to the Authority, the Authority
sells bonds, and with the woney thereby raised erects school
buildings on the land and leases back the land and buildings

to the grantor municipality for a term of years. After the bonds
Eipaneing a particular project are retired, the Authority is
required Dy statute to convey the land and buildings to the
municipality. Me, Rev. Stat, Amnn., Tit. 20, i 3512 (1964).
Generally the municipality sets up a sinking fund to amortize the
bond principal, and the lease payments are sufficient to cover
the debt service charges,

gome of the municipalities which took advantage of Authority
ald aubsequently joined School Administrative Districts, which
Diptricts aseumed the municipalities’ obligations on the leases
and the bonde. Upon such assumption the Districts then by law
bhecame entitled to the use of any sinking funde set aside by
the municipalities for the paywent of such obligations., Me. Rev.
Stat. Ann., Tit. 20, ; 217 (1964). The law contains a proviso,
howevar, that the Pistriet directors shall only use these funds
to retire the assumed indebtedness for which they wers previously
dedicated. JIbid.

It now appears that in some cas®s there will be balances
remaining in the sinking funds after the bonds have been
retired,
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QUESTIONS:
In view of the foregoing, the Authority inquiress

1. X the event of a balahce in the sinking fund aftex
retirement of the bonds, is the original lessee udm.nistrative
mit (i.e. the municipality) entitled to any part thereof, as
againat the Distriet?

2. If it be detexmined that the Distriet is entitled to
anch balance, -!muu such balance be carried forward by the
Distriet for cupil:al outiay purpans?

SRINICH:

As to the first guestion preseanted, it is apparent
f£rom the statute that a District which assumes any indehtedness
of a municipality is entitled to the use of any sinking fund
set up by thatmunicipality to zetire sych indebtedness. Ibid.
The statutory language appears sufficient to divest the municipality
of all rights in such funds, and any balance remaining after
retiring the Autherity bonds is properly the Districtls,

The second guestion poses a policy problem which should be
determined by the District directors in consultation with
professional advisors, rather than by this office. The
statatory proviso that the funds may not he used for any
purposs other than retiring the assumed indedbtedness for
vhich they were originally dedicated would appear to be
satisfied by the liguidation of such indebtednessz.

Robert G. Fuller, Jr,
Acsistant Attorney General
REFjr/slf



