
 
MAINE STATE LEGISLATURE 

 
 
 

The following document is provided by the 

LAW AND LEGISLATIVE DIGITAL LIBRARY 

at the Maine State Law and Legislative Reference Library 
http://legislature.maine.gov/lawlib 

 

 

 

 
 
 
 
 
 
 

Reproduced from scanned originals with text recognition applied 
(searchable text may contain some errors and/or omissions) 

 
 



I '~ 

\ ) 
.~ 

SECOND REGULAR SESSION 

ONE HUNDRED AND THIRTEENTH LEGISLATURE 

Legislative Document NO. 2504 

H.P. 1828 House of Representatives, March 11, 1988 
Reference to the Committee on Education suggested and 

ordered printed. 
EDWIN H. PERT, Clerk 

Presented by Representative LAWRENCE of Parsonsfield. 
Cosponsored by Senator CLARK of Cumberland, 

Representatives DAVIS of Monmouth and NUTTING of Leeds. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND EIGHTY-EIGHT 

1 AN ACT Relating to School 
2 Construction. 
3 

4 Be it enacted by the People of the State of Maine as 
5 follows: 

6 Sec. 1. 20-A MRSA §15905, sub-§l, ~A, as 
7 repealed and replaced by PL 1985, c. 737, Pt. A, §47, 
8 is repealed and the following enacted in its place: 
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A. 'rhe state board. may approve projects as long 
asri6 ~roject appitival will c~use debt service 
costs, . as defined in section 15603, sub'section 8, 
pa r agr apns "A arid D, to exceed the maximum limits 
specified in Table 1 in subsequent fiscal years. 

Fiscal year 

Table 1 

Maximum Debt Service Limit 

$48,000,000 
$57,000,000 
$63,000,000 

Sec. 2. 2P-A MRSA 515905, sub-§!, '\IA-l, as 
is repealed amended by PL 1987, c. 402, Pt. A, §132, 

and the following enacted in its place: 

A-J,.. Beginning with the second regular session of 
the Legislature in fiscal year 1990 and every 
other yearth~reafter, on or before March 1st, the 
conunissioner shall recommend to the Legislature 
and the Legislature shall establish maximum debt 
service limits for the next biennium for which 
debt service limits have not been set; 

SeC'. 3. 20-A MRSA 515909, sub-52, "A, as 
repealed and replaced by PL 1987, c. 402, Pt. A, §133, 
is amended to read: 

24 A. 'rhe amount to be bondeo shall be determined as 
25 follows. The total cost of the project shall be 
26 reduced by: 

27 Ht 'fIhe ifi±Ha3: seaee share as deHfled ifl 
28 seetiefi 3:593:4, stlbseetiefl 3, wheft the iftieia:l: 
29 state share has beefl appreved fer etlrreflt 
30 fisea:l:-year-ftlfld±f19; 

31 

32 

33 
34 

(2) Proceeds from insured losses; 

(3) Money from federal sources; and 

(4) o.ther noneducational funds, except gifts 
and money from federal revenue sharing 
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1 sources. 

2 sec. 4. 20~A MRSA §15914,. as amended by PL 1985, 
3 c. 248, §§ll and 12, is repealed; 

4 
5 

Sec. 5. Effective date. 
effeot,6rt July 1, 1989. 

6 FI SCAL NOTE 

This Act shall take 

7 Assuming that the annual allowable rate of 
13 inflation is at the maximum allowable 5% each year, 
9 the fiscal impact for fiscal year 1988-89 is $0, 

10 fistal year 1989-90 is $1.78 million ($.98 ~illion 
il ~tate share) fiscal year 19~0-~1 is $8.47 million 
12 ($4.66 million state share) and fiscal year 1991-92 is 
lj $12.05 million ($6.3 million state share). 

14 STATEMENT OF FACT 

15 This bill is intended to accomplish thE! following 
16 purposes: 

17 1. To enable the State Board of Education to more 
113 adequately meet the rapidly escalating loc,,!l deina.nd 
19 'for public schoo:). const.ruction by raising the annual 
20 debt servite limitation; 

21 2. To provide more timely control of the annual 
12 debt service limitation by the Legislature by 
23 eliminating all ieferences tb contingency. and 
24 automatic inflation and replacing tha't lailguage \'lith a 
25 t~ble of debt service limitatiorts through fiscal year 
26 19~1-92; artd 

,. 

27 3. To eliminate the turrE!nt funding 
28 (pay-as-you790) metl:1od of finartcing of the Statefs 

·29 share of schaal cbnstruction. 

30 
31 
32 
33 

The local demand for school construction has been 
increasing at a dra.matic paCE! over thE! past-. seveial 
ye-ars, During fiscal year 1987-88, the DE!partment of 
Educational and Cultural servites reteived 91 
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applications, requesting state board approval totaling 
an estimated $207,000,000, in fiscal year 1987-88. 
This represents 5 more projects and nearly $7,000,000 
more than was predicted at this time last year. 

The state board has granted concept approval to 25 
projects at an estimated cost of $73,000,000 during 
fiscal year 1987-88. With the new applications 
received by the November 15, 1987 deadline and those 
new applications anticipated by the April 15, 1988 
deadline, it is estimated the fiscal year 1988-89 
backlog will be 105 projects at a total estimated cost 
of $271,000,000. 

13 Since the $30,000,000 annual debt service limit 
14 was established in 1977, the cost of .construction has 
15 increased by more than 250%, the cost of borrowing has 
16 increased by 15% to 20% and the number of requests for 
17 construction approval has more than tripled. During 
18 this time period, the debt service limit has increased 
19 by approximately 40%. It is anticipated that the 
20 present backlog of unapproved school construction 
21 projects will continue to grow unless a substantial 
22 increase in the debt service limit is provided. 

23 
24 
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29 
30 
31 
32 
33 
34 

Because of the comp+exity of current statutory 
language, limited annual debt service and the 
uncertainty of the inflation factor, this bill 
establishes a 3-year table specifically limiting debt 
service at a level which will provide sufficient 
annual funding approval capacity to the state board 
over the next several years to begin to reduce the 
heavy backlog of projects as well as to deal in an 
orderly and timely fashion with the new projects 
submitted each year. The'Legislature would control 
the annual debt service limitation with a biennial 
review beginning with the 1990 second regular session. 

35 Finally, this bill will eliminate the current 
36 funding (pay-as-you-go) method for the state share of 
37 school construction. This statute was enacted at a 
38 time when bond interest rates were exceeding 11% and 
39 the School Finance Act of 1978 was in effect. Given 
40 current bond interest rates in the 7% to 8% range and 
41 the heavy demand for critical school construction, the 
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wisdom of a "cash up front" method for major capi tal 
is questionable. Also, because of the debt service 
millage limit provision of the School Finance Act of 
1985, some projects selected for current funding can 
benefit and some projects not selected may suffer. 

4910030288 

Page 5-LR4910 


