ABLE Module #3

The Physical Plant


Teaching Aid – Space Planning #1

Library Construction Finance Alternatives
This material was adapted from Library Construction Finance Alternatives written by Gerald D. Nichols of Gerald D. Nichols Library Consulting Services.
Major Capital Projects Financing Options include:

· Use of Capital Reserve Funds

· Obtaining a Mortgage

· Selling Municipal Bonds by Using Services of Regional IDA

· Selling Tax-Exempt Bonds Through Local School District

· Dormitory Authority

It is essential that the library seek qualified professional guidance whatever course is followed.

In general public libraries in New York State have several options available to finance major capital projects: 

· The first is to simply pay for it out of available capital reserve funds and/or the library’s annual operating budget.  This approach is permitted for all libraries. Considering the scope of most major capital projects such an option is generally not viable.  

· The second common method of library construction finance in New York State is to obtain a mortgage through a bank or other qualified lending institution as specified in Education Law Sec. 226.  This is typically done by Association Libraries as 501(c)(3) not-for-profit institutions. During periods of low interest rates this may be a viable option for public libraries as well. At this time the rates and terms offered by commercial lending institutions and credit unions do not present viable funding alternatives for projects in excess of $2 million.

· Association libraries may also access the financial services of their regional Industrial Development Agencies (IDA), which, under state and local law, is authorized to sell municipal bonds on behalf of such institutions.

· The most common method of school district public library construction finance is to sell tax-exempt municipal bonds through the local school district as stipulated in Education Law Sec. 260.  This is generally the most cost effective method, but quite often leads to administrative and political difficulties between the School District and the Public Library.  Often in such situations many Boards of Education have expressed significant concerns due to the fact that this adds to the School District debt.  Care must also be taken to assure the library’s control over the project in its entirety.

· In response to the difficulties stated above, legislation was enacted by the State of New York (Chapter 672 of the laws of 1993) to enable public libraries access to the financial and construction services of the Dormitory Authority of the State of New York.  All association, school district, or special district libraries may be eligible for this approach but the library must have clear title to its building. This requires enabling legislation for the library to participate.  A growing number of libraries have utilized DASNY and believe the slightly higher cost is more than offset by the clear lines of control over the project.

· Municipal libraries generally must seek building construction finance through their governing jurisdiction.  Such a decision is completely up to the governing body of the village, town, or other municipality.
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