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CALIFORNIA STATE BOARD OF EDUCATION
May 2009 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by West Contra Costa Unified School District to waive California Education Code sections 15106 and 15270, to allow the district to exceed its bond indebtedness limit of 2.5 percent of the taxable assessed value of property. (Recommending 3.13 percent)
Waiver Number: 77-2-2009 
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent


	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial
That the district’s bonded indebtedness does not exceed 3.13 percent of the assessed valuation of taxable property of the district, the waiver is limited to the sale of bonds approved by the voters in the November 2005 election, and the tax levy does not exceed the amount authorized by the voters. 
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


Since 2008, the State Board of Education (SBE) has approved six bonded indebtedness limit waiver requests that have been limited to the sale of general obligation bonds approved by local voters, with the most recent request in February 2009. In November 2002, the SBE also approved a similar waiver for West Contra Costa Unified School District. 
	SUMMARY OF KEY ISSUES


The district is requesting a waiver of California Education Code (EC) sections 15106 and 15270, which prohibit unified school districts from issuing bonds in excess of 2.5 percent of the assessed value of taxable property of the district. The district is requesting a waiver of up to 3.5 percent given the value of the taxable property may decline prior to issuing the remaining bonds.
In November 2005, district voters approved a general obligation bond measure for $400 million, and limited the tax to $60 per $100,000 of taxable property. To date, the district has issued $190 million in general bond obligations, and seeks to issue the remaining $210 million in bonds, but has the authority to issue only $39 million due to the statutory 
limit. Issuing the $210 million in bonds, the district projects that its bonded indebtedness will increase to 3.13 percent of assessed valuation after the sale of the bonds, then decline below the statutory limit by 2013-14. The projection is based on the district’s 
SUMMARY OF KEY ISSUES (Cont.)
2008-09 assessed valuation, scheduled principal reduction on bonds outstanding from previous bond measures, and an estimated 6.4 percent average annual growth in assessed valuation over the next five years. The average assessed valuation over the last five years was 9.3 percent. 
If the waiver is approved and the assessed valuation increases as projected, at no time would the district’s bonded indebtedness ratio exceed 3.13 percent of the assessed property value, which CDE estimates to be sufficient for purposes of this waiver request, or the $60 per $100,000 of taxable property authorized by the voters to secure the bonds. If the assessed valuation does not increase as projected, however, the district may need to seek another waiver to increase its cap. 
The West Contra Costa Unified School District is located in Contra Costa County. The district serves more than 31,000 students from kindergarten to grade 12 and operates 41 neighborhood elementary schools, seven junior high schools, ten high schools, and six alternative/continuation schools. In 2005, the district undertook a major facility improvement plan because school facilities on average were over 50 years old and in dire need of modernization and improvements. The district’s modernization and improvement projects address health and safety issues, such as adding or improving fire, safety, and other building systems; removing hazardous materials; and repairing restrooms; and improve access under the Americans with Disabilities Act.

Because the current economic environment caused a sizeable reduction in the district’s assessed valuation, the district is not able to issue the necessary bonds to move forward with the aggressive construction schedule developed in 2005.The waiver would allow the district to use the bond sale proceeds to continue with its current construction schedule at several schools within the district. 
Without the waiver, the district will not be able to sell the remaining $210 million in bonds until approximately 2013-14, which could result in construction interruptions, delays, and cost increases. The district could continue its construction program through interim financing. However, it is unclear when its bond capacity would be sufficient to allow bonds to be issued to repay the loan thereby resulting in increased district general fund costs. This would result in an additional strain for a district already in the midst of severe budget cuts.
Authority for Waiver: EC Section 33050

Period of request: May 7, 2009, to May 7, 2014
Local board approval date(s): February 4, 2009
Public hearing held on date(s): February 4, 2009
Bargaining unit(s) consulted on date(s):  February 2, 2009 and February 20, 2009
Name of bargaining unit/representative(s) consulted: Local 1 Public Employees Union: Richard Leung Business Agent, Marcus Mitchell. United Teachers of Richmond (UTR): Pixie Hayward-Schifley President and Rick Willis Business Agent. Site Supervisors Associations (SSA): Mary Jones, President, WCCAA: Sharon Folgerson, President 
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)
Advisory committee(s) consulted: Facilities Board Subcommittee and Citizen Bond Oversight Committee   
Objections raised (choose one):  FORMCHECKBOX 
  No       FORMCHECKBOX 
  Objections are as follows:

Date(s) consulted: January 14, 2009 and January 29, 2009, respectively
	FISCAL ANALYSIS (AS APPROPRIATE)


Approval of this waiver would allow the district to issue the remaining $210 million of the $400 million in general obligation bonds authorized by the voters for improvement and renovation at several schools within the district to address security, health and safety issues, and other improvements. If the waiver is not approved, the district will have to delay the projects, which would result in increased construction costs, or incur debt service and issuance costs associated with other interim financing, which would place demands on an already strained budget.
	ATTACHMENT(S)


Attachment 1: General Waiver Request (13 pages) (This attachment is not available for

                       Web viewing. A printed copy is available in the SBE Office or the Waiver

                       Office.)
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