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CALIFORNIA STATE BOARD OF EDUCATION
January 2008 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by Garvey Elementary School District to waive California Education Code (EC) Section 15268, to allow the district to exceed its bonding limit of 1.25 percent of the taxable assessed value of property. (Requesting 1.46 percent)

Waiver Number: 13-10-2007
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent


	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial 

That the bonded indebtedness of Garvey Elementary School District not exceed 1.46 percent of the assessed valuation of taxable property of the district and that the waiver is limited to the sale of bonds approved by the voters in the November 2004 election.
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


The State Board of Education (SBE) has approved several bond limit waiver requests that have been limited to the sale of general obligation bonds already approved by local voters. In January 2006 and March 2007, the SBE approved similar waivers for Alisal Union Elementary School District and Los Gatos Union Elementary School District, respectively. 
	SUMMARY OF KEY ISSUES


The Garvey Elementary School District, in Los Angeles County, is requesting a waiver of EC Section 15268 (for bonds issued since 2000) which prohibits elementary school districts from issuing bonds in excess of 1.25 percent of the assessed valuation of taxable property of the district. This waiver would permit the district to increase its bonded indebtedness from its current 1.15 percent to 1.46 percent of assessed valuation.
In November 2004, the district’s voters approved a general obligation bond measure for $30 million. To date, the district has issued bonds totaling approximately $21 million. The district would like to issue the remaining $9 million, but is limited to $3 million by the statutory cap. Approval of this waiver would allow the district to issue the $6 million difference between the cap and the amount authorized by the voters. This would increase the district’s bonded indebtedness ratio from 1.15 percent to 1.46 percent.
Based on the district’s assessed valuation as of September 2007, the scheduled principal reduction (debt service) on the outstanding bonds, and projecting a six percent annual growth in assessed valuation, the district’s assessed valuation would decline below the statutory debt limit by fiscal year 2010-11. In the absence of an actual decline in assessed value, the district’s bonded indebtedness ratio will decline each year after the $9 million in remaining bonds are sold and will never exceed 1.46 percent. 
Using the bonds sold to date the district has addressed its most immediate construction needs, and is now attempting to address other urgent facilities needs at 4 of the district’s 12 schools that are over 80 years old. For example, the district needs to upgrade the schools’ electrical systems because in order to avoid overloading the schools’ electrical capacity, the district has limited the number of computers placed in the classrooms. The waiver would allow the district to immediately sell the remaining $9 million in voter-authorized bonds and more promptly address this need and other urgent facility needs related to safety, compliance, and access requirements of the Americans with Disabilities Act. 

If the waiver is not approved, the district will incur costs that are avoidable if the waiver is approved. The district will need to sell bonds in two separate issuances, one in spring 2008 and the second in 2010-11. This would result in added issuance costs of approximately $270,000 (including underwriter’s discount, rating costs, costs of insurance, attorney fees and other costs and fees) for the second issuance. Construction costs also will likely increase during the period between the two financings. 
The district does not anticipate that the bonds will allow the district to address all of its construction and modernization needs. The waiver will, however, allow the district to receive funds sooner to address the most urgent health, safety, operational, and accessibility needs.
Authority for Waiver: EC Section 33050

Period of request:  January 2008 to September 2011
Local board approval date(s): October 25, 2007
Public hearing held on date(s): October 25, 2007
Bargaining unit(s) consulted on date(s): October 15, 2007
Name of bargaining unit/representative(s) consulted: Les Nakasaki, President of Garvey Education Association; and Peter Leung, President of CSEA Chapter No. 292 
Position of bargaining unit(s) (choose only one):
 FORMCHECKBOX 
  Neutral                        FORMCHECKBOX 
  Support                      FORMCHECKBOX 
  Oppose

Comments (if appropriate):

Public hearing advertised by (choose one or more):

 FORMCHECKBOX 
 posting in a newspaper     FORMCHECKBOX 
 posting at each school    FORMCHECKBOX 
 other (specify) District Office
Advisory committee(s) consulted: District does not have enough members to have a Citizens Oversight Committee.
Objections raised (choose one):  FORMCHECKBOX 
  None       FORMCHECKBOX 
  Objections are as follows:

Date(s) consulted:
	FISCAL ANALYSIS (AS APPROPRIATE)


Approval of this waiver would allow the district to issue the remaining $9 million in voter approved bonds to address the district’s facility improvement projects without incurring approximated $270,000 in added bond issuance costs, and added construction costs caused by financing delays. The amount of any construction cost increase is unknown but could be significant to the district.
	BACKGROUND INFORMATION


Attachment 1:  General Waiver Request and backup (11 pages). (This attachment if not available for Web Viewing. A printed copy is available in the State Board Office or the Waiver Office).
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