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	SUBJECT

Request by Larkspur-Corte Madera School District to waive California Education Code sections 15102 and 15268, related to bonded indebtedness limits. Total bonded indebtedness may not exceed 1.25 percent of the taxable assessed valuation of property for elementary and high school districts. Proposition 39 of 2000 bonds limit the tax rate levy authorized in each election to $30 per $100,000 of assessed value for elementary and high school districts. The district is requesting 1.5 percent bonded indebtedness limit. 
Waiver Number:  25-6-2014

	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent




	SUMMARY OF THE ISSUES


The Larkspur-Corte Madera School District’s (LCMSD) bonded indebtedness ratio is 
1 percent and the district is unable to issue $19 million of the bonds authorized in 
June 2014. Therefore, the district is requesting to increase the limit to 1.5 percent. 
Authority for Waiver: Education Code (EC) Section 33050

	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial
The CDE recommends that the bonded indebtedness limits be waived with the following conditions: (1) the period of request does not exceed the recommended period on Attachment 1, (2) the total bonded indebtedness limit does not exceed the recommended new maximum shown on Attachment 1, (3) the district does not exceed the statutory tax rate, (4) the waiver is limited to the sale of bonds approved by the voters on the measure, and (5) the district complies with the statutory requirements of Assembly Bill (AB) 182 related to school bonds which became effective 
January 1, 2014.
	SUMMARY OF KEY ISSUES


Statutes Related to Bonded Indebtedness
To raise funds to build or renovate school facilities, with voter authorization, school districts may issue general obligation (G.O.) bonds. Prior to 2001, districts needed a 
two-thirds approval. In November 2000, districts were given another option for authorizing and issuing bonds when California voters passed Proposition 39, which allows school bonds to be approved with a 55 percent majority vote if the district abides 
by several administrative requirements, such as establishing an independent Citizens’ Oversight Committee to oversee the use of the funds. Once G.O. bonds are authorized, school districts issue the bonds in increments needed to fund their facility projects. When the voters authorize a local G.O. bond, they are simultaneously authorizing a property tax increase to pay the principal and interest on the bond. For Proposition 39 bonds, EC sections 15268 and 15270(a) limit the tax rate levy authorized in each election to $30 per $100,000 of taxable property for high school and elementary school districts, and $60 per $100,000 for unified school districts. The EC does not provide tax rate levy limits for non-Proposition 39 bonds; however, an estimate of the tax rate levy required to repay the bonds is included in the voter pamphlet.

The EC also provides limits related to a district’s total bonded indebtedness. EC sections 15102 and 15268 limit an elementary or high school district’s total G.O. bond indebtedness to 1.25 percent of the total assessed valuation of the district’s taxable property, whereas EC sections 15106 and 15270(a) limit a unified school district’s to 
2.5 percent. 

Because the limits are based on assessed valuation, it can have disparate effects on districts of similar types. For example, a district with high assessed valuation can issue more in G.O. bonds before reaching the limit than a district with a similar number of students and facility needs, but a lower assessed valuation. Similarly, if property values decline, a district will see a decline in its bonding capacity. 

Without a waiver, school districts that are close to their bonding capacity must issue fewer bonds, delay the issuance of bonds until their assessed valuation increases, or obtain other more expensive non-bond financing to complete their projects, the costs of which could be paid from district general funds. Therefore, the CDE has historically recommended that the SBE approve related waiver requests. However, because it is the CDE’s assumption that the average voter is unaware tax rate levy limits could be changed by the SBE through a waiver process, to ensure that a waiver approval does not have an adverse effect on local approval of future bond measures, the CDE has always recommended that the waiver be approved on the condition that the statutory tax rate levies are not exceeded at the time the bonds are issued. 

On October 2, 2013, Governor Brown signed AB 182 (Chapter 477, Statutes of 2013) which establishes parameters for the issuance of local education bonds that allow for the compounding of interest, including capital appreciation bonds (CABs). AB 182 requires a district governing board to do the following: 
· Before the bond sale, adopt a resolution at a public meeting that includes specific criteria, including being publicly noticed on at least two consecutive meeting agendas. 
· Be presented with an agenda item at a public board meeting that provides a financial analysis of the overall costs of the bonds, a comparison to current interest bonds, and reasons why the compounding interest bonds are being recommended.

· After the bond sale, present actual cost information at the next scheduled public meeting and submit the cost information of the sale to the California Debt and Investment Advisory Commission. 
District’s Request

The LCMSD is requesting a waiver of the EC sections pertaining to the district’s total bonded indebtedness limit in order to issue authorized Proposition 39 bonds approved by the voters in June 2014. In November 2011, the district’s voters approved bonds for phase one of a two-phase facility improvement plan of $26 million to relieve overcrowding and protect quality education. In June 2014, the district’s voters approved bonds for the second phase of the facility plan of $19 million. The district’s student enrollment has increased 47 percent since 2003. The bonds are to be used for construction, facility repairs and renovation, and critical safety upgrade needs in the district.
The district’s current debt ratio is 1 percent of the assessed valuation of taxable property; therefore based on the current assessed valuation and outstanding bonds, the district may only issue up to $9.6 million before it reaches the debt ratio limit of 
1.25 percent. If the waiver is approved, an increased limit on debt to assessed value of up to 1.5 percent would allow the district to issue the entire $19 million in one issuance to take advantage of the historically low interest rates and minimize issuance costs. The district will remain within the tax rate limit of $30 per $100,000 of taxable property. The district states that it has complied with the requirements of AB 182 and does not intend to issue CABs.
The CDE has reviewed the waiver and the district’s schedule of assessed valuation and principal reduction to estimate the period of time that the district will be above the 
1.25 percent statutory requirement as noted on Attachment 1. The CDE recommends that the bonded indebtedness limits be waived with the following conditions: (1) the period of request does not exceed the recommended period on Attachment 1, (2) the total bonded indebtedness limit does not exceed the recommended new maximum shown on Attachment 1, (3) the district does not exceed the statutory tax rate, (4) the waiver is limited to the sale of bonds approved by the voters on the measure noted on Attachment 1, and (5) the district complies with the statutory requirements of AB 182 related to school bonds which became effective January 1, 2014.

Demographic Information: The LCMSD operates one elementary school and one middle school with a student population of 1,461 and is located in a suburban area in Marin County. 
Because this is a general waiver, if the SBE decides to deny the waiver, it must cite one of the seven reasons in EC 33051(a), available at http://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=EDC&sectionNum=33051.
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


The SBE has approved all bond limit waiver requests limited to the sale of already authorized bonds and at the tax rate levy stated on the bond measure.

Note, the SBE has never approved a waiver that would allow the district to exceed the statutory tax rate levy.

	FISCAL ANALYSIS (AS APPROPRIATE)


Approval of the waiver would allow the district to accelerate the issuance of voter approved bonds to avoid serious financial stress to the district’s general fund.
	ATTACHMENT(S)


Attachment 1: List of Waiver Number(s), District(s), and Information Regarding Each Waiver (1 page) 
Attachment 2: The Larkspur-Corte Madera School District General Waiver Request 
25-6-2014 (5 pages) (Original waiver request is signed and on file in the Waiver Office.) 

	District(s) Requesting Increase in Bond Indebtedness Limits
California Education Code (EC) sections 15102 and 15268 prohibit elementary and high school districts from issuing bonds in excess of 1.25 percent of the assessed valuation of a district’s taxable property. EC sections 15106 and 15270(a) prohibit unified school districts from issuing bonds in excess of 2.5 percent of the assessed valuation of a district’s taxable property. EC sections 15268 and 15270(a) limit bonds authorized by a 55 percent majority in elementary and high school districts to $30 per $100,000 of taxable property per election and unified school districts to $60 per $100,000.


	Waiver Number
	District
County/District Code
	Period of Request
	Total Bonded Indebtedness Limit and Tax Rate per $100,000 Assessed Valuation Allowed by Law or Noted on Voter Pamphlet
	District’s Request
	CDE Recommended (New Maximum)
	Bargaining Unit, Representatives Consulted, Date/Position
	Public Hearing and Local Board Approval Date

Public Hearing Advertisement
	Advisory Committee Consulted, Date/Position
	District States it has Complied with Assembly Bill 182 Requirements

	25-6-2014
	Larkspur-Corte Madera School District 
21-65367
	Requested: 

July 1, 2014 to June 30, 2020

Recommended: September 4, 2014 to June 30, 2020
	Debt Limit 1.25%
Tax Rate $30.00
Voter Pamphlet $30.00
	Debt Limit 1.5%

Tax Rate $30.00
	Debt Limit 1.5%

Limited to Sale of Bonds Approved by Voters on the June 2014 Election

Tax Rate $30.00
	Larkspur-Corte Madera Teachers Association

Carol Halpern, President

5/13/14
Support

California School Employees Association, 

Kathleen Clancy, Co-President

6/12/14

Neutral
	Local Board Approval  6/4/2014
Public Hearing  6/18/2014

Notice in a Newspaper
	Citizens’ Oversight Committee 6/2/2014
No Objections
	Yes

	
	
	
	
	
	
	
	
	
	


    Created by California Department of Education   

    July 7, 2014
California Department of Education

WAIVER SUBMISSION - General
CD Code: 2165367
Waiver Number: 25-6-2014

Active Year: 2014
Date In: 6/20/2014 4:37:36 PM
Local Education Agency: Larkspur-Corte Madera School District 
Address: 230 Doherty Dr.
Larkspur, CA 94939
Start: 7/1/2014

End: 6/30/2020
Waiver Renewal: N
Previous Waiver Number: 
    Previous SBE Approval Date: 
Waiver Topic: School Construction Bonds
Ed Code Title: Bond Indebtedness Limit – Non-Unified after 2000
Ed Code Section: 15102 and 15268
Ed Code Authority: 33050
Ed Code or CCR to Waive: 15102.  [The total amount of bonds issued pursuant to this chapter and Chapter 1.5 (commencing with Section 15264) shall not exceed 1.25 percent of the taxable property of the school district or community college district, or the school facilities improvement district, if applicable, as shown by the last equalized assessment of the county or counties in which the district is located.] For purposes of this section, the taxable property of a district for any fiscal year shall be calculated to include, but not be limited to, the assessed value of all unitary and operating nonunitary property of the district, which shall be derived by dividing the gross assessed value of the unitary and operating nonunitary property within the district for the 1987-88 fiscal year by the gross assessed value of all unitary and operating nonunitary property within the county in which the district is located for the 1987-88 fiscal year, and multiplying that result by the gross assessed value of all unitary and operating nonunitary property of the county on the last equalized assessment roll.

15268.  [The total amount of bonds issued, including bonds issued pursuant to Chapter 1 (commencing with Section 15100), shall not exceed 1.25 percent of the taxable property of the district as shown by the last equalized assessment of the county or counties in which the district is located.] The bonds may only be issued if the tax rate levied to meet the requirements of Section 18 of Article XVI of the California Constitution in the case of indebtedness incurred by a school district pursuant to this chapter, at a single election, would not exceed thirty dollars ($30) per year per one hundred thousand dollars ($100,000) of taxable property when assessed valuation is projected by the district to increase in accordance with Article XIII A of the California Constitution. For purposes of this section, the taxable property of a district for any fiscal year shall be calculated to include, but not be limited to, the assessed value of all unitary and operating nonunitary property of the district, which shall be derived by dividing the gross assessed value of the unitary and operating nonunitary property within the district for the 
1987-88 fiscal year by the gross assessed value of all unitary and operating nonunitary property within the county in which the district is located for the 1987-88 fiscal year, and multiplying that result by the gross assessed value of all unitary and operating nonunitary property of the county on the last equalized assessment roll.

Outcome Rationale: Please see Attached

Student Population: 1461
City Type: Suburban
Public Hearing Date: 6/18/2014
Public Hearing Advertised: Newspaper - Marin IJ
Local Board Approval Date: 6/4/2014
Community Council Reviewed By: Measure A Bond Citizen's Oversight Committee
Community Council Reviewed Date: 6/2/2014
Community Council Objection: N
Community Council Objection Explanation: 
Audit Penalty YN: N
Categorical Program Monitoring: N
Submitted by: Mr. Yancy Hawkins
Position: Chief Business Official
E-mail: yhawkins@lcmschools.org 
Telephone: 415-927-6960 x3206
Fax: 
Bargaining Unit Date: 06/12/2014

Name: California School Employees Association

Representative: Kathleen Clancy

Title: Co-President

Position: Neutral

Comments: 
Bargaining Unit Date: 05/13/2014

Name: Larkspur-Corte Madera Teachers Association

Representative: Carol Halpern

Title: President

Position: Support

Comments: 

Attachment

Larkspur-Corte Madera School District
Waiver of Education Code Section 15102 and Section 15268
 
Describe briefly the circumstances that brought about the request and why the waiver is necessary to achieve improved student performance and/or streamline or facilitate local agency operations.

 

The LCMSD is seeking a waiver of CA Ed Code 15102 and 15268. Each of these statutes limits the statutory bonding capacity of an elementary school district to 1.25% of its then current assessed valuation.  Section 15102 applies to bond measures approved by two-thirds vote under Proposition 46 (1986) and Section 15268 applies to bond measures approved by fifty-five percent vote under Proposition 39 (2000). A waiver of these statutes is necessary to complete the funding of the Facilities Master Plan, provide safe and accessible facilities, reduce overcrowding due to enrollment growth and ensure continuous improvement in student achievement.

 

The LCMSD has experienced a 51% enrollment growth in the past decade. In order to address this growth, the district’s Board approved Facilities Master Plan (FMP) calls for the re-opening and re-building of a previously closed school (fall 2014) and classroom modernization at its existing elementary and middle school. 

 

The Board took action to place the first part of a two-bond strategy on the ballot in 2011 to fund construction of The Cove Elementary School and classroom modernization across the district. The district chose a two-bond strategy to avoid the use of more expensive capital appreciation bonds to finance its Facilities Master Plan. The total cost of the FMP is $45 million. Measure A (2011) for 26 million, passed with 71% voter approval.

 

In order to further reduce costs to taxpayers, (from escalating construction costs) and continue its two-bond financing program, the district gained voter approval on its second bond authorization on June 3, 2014. This Prop 39 bond (Measure D) passed with 70% voter approval for 19 million. It included language that specified a waiver of the bonding capacity formula. 

 

Based on current AV and outstanding bond principal, the District has approximately $9.6 million of net bonding capacity available. In order for the District to fully access Measure D funds and complete the FMP in a timely manner, the District needs an increase in the bonding capacity limitation from 1.25% to 1.50%. This waiver will allow the district to sell bonds for the full 
19 million this fall to complete its needed Facilities Master Plan within the next two years and minimize construction escalation costs. Approving this request for a waiver of the District’s bonding capacity limitation will permit the District to continue its current construction program including necessary modernization, repairs and safety upgrades to essential facilities without interruption and without interim financing. Safe and modern facilities are necessary for both student academic achievement and efficient and effective operations. Additional classrooms are needed to accommodate current and future enrollment growth.

 
Facilities Funding Overview.  Over the past 15 years, the communities of Larkspur and Corte Madera have continuously supported its students by approving three bond measures totaling $66.7 million.
 
	Election
	Type of Election
	Votes Received
	Original Authorization 
	 
	Remaining Authorization
	Outstanding Principal

	Election of 2000
	66.7%
	67%
	$21,700,000
	 
	$0
	$12,932,517

	Measure A (2011)
	55.0%
	71%
	$26,000,000
	 
	$0
	$26,000,000

	Measure D (2014)
	55.0%
	70%
	 $19,000.000
	 
	$19,000,000
	$0

	Total
	 
	 
	$66,700,000
	 
	$19,000,000
	$38,932,517


 
General Obligation Bonds:
On June 6, 2000, the communities of Larkspur and Corte Madera approved a bond Measure for $21.7 million and the district sold $18 million of Series A bonds to pay for joint use community facilities, and necessary student services facilities, library/multi-purpose room renovation, and some classroom modernization. In 2005 the District sold $3.7 million of Series B bonds to construct a new wing at Hall Middle School to accommodate moving 5th grade to the middle school to create more room at the elementary school for enrollment growth. 
 
On November 2, 2011 the communities of Larkspur and Corte Madera passed Measure A that enabled the District to sell bonds in the amount of $26 million.  The funds were used to build The Cove School, which will open fall 2014, and partially modernize Neil Cummins Elementary School, making necessary fire, safety and electrical upgrades.
 
On June 3, 2014 the communities of Larkspur and Corte Madera passed Measure D that will enable the District to sell $19 million of bonds if a waiver is approved. The District will use these funds to complete modernization at Hall Middle School and add wings at Neil Cummins and The Cove School to relieve overcrowding due to enrollment growth.
 
Other Funding:
The use of Certificates of Participation (COP’s) or Bond Anticipation Notes (BAN) are costly interim financing alternatives compared to a 0.25% bonding capacity waiver which is a more effective and cost efficient approach to completing the Facilities Master Plan to assure safe, and modern facilities to handle the district’s current and continuing growth in student population. The District has and will continue to diligently pursue local and state funding grants. The district is on the OPSC approved but unfunded list for middle school modernization projects totaling 
$1.6 million. Additionally, the district has $11 million of eligibility pending the approval of state bonds.  The district uses its developers fees and other state grants to offset costs where possible. 
 
Assessed Valuation and Bond Capacity:
Prior to the “Great Recession”, the District experienced consistent assessed value growth of approximately 6.0% annually.  Over the last six years, AV growth has been 6.03%, 2.76%, 1.51%, 1.47%, 1.02% and 3.00% in the years 2008-09, 2009-10, 2010-11, 2011-12, 2012-13, and 2013-14 respectively.  The District’s 2013-14 AV is $3,672,548,987.
 
Based on current AV and outstanding bond principal, the District has approximately $9.6 million of net bonding capacity available. In order for the District to fully access Measure D funds and complete the FMP in a timely manner, the District needs an increase in the bonding capacity limitation from 1.25% to 1.50%.
 
Rationale:
The waiver would allow the District to issue its full $19 million of authorized general obligation bonds in fiscal year 2014-15. This will leverage historically low interest rates and allow completion in process modernization of the middle school and build out the new and existing elementary schools to give the district enough capacity to relieve current overcrowding and handle projected enrollment for another decade.
 
The District projects that the bonded indebtedness will drop below the 1.25% threshold within five years fiscal year 2018-19) based on projected average annual AV growth of 3.0% (or 15% cumulative AV growth) over the same five year period. 
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