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March 2012 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by three districts to waive one or more of the following California Education Code sections related to bonded indebtedness limits: Sections 15102, 15106, 15268, and 15270(a). Total bonded indebtedness may not exceed 1.25 percent of the taxable assessed valuation of property for high school and elementary school districts or 2.5 percent for unified school districts. Depending on the type of bond, a tax rate levy limit of $30 per $100,000 of assessed value for high school and elementary school districts or $60 per $100,000 for unified districts, may also apply. 
Waiver Numbers: 29-10-2011 Hawthorne School District

                           79-12-2011 Folsom Cordova Unified School District
                           80-12-2011 Folsom Cordova Unified School District
                           62-12-2011 San Ysidro Elementary District

	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent




	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial
The California Department of Education recommends that the bonded indebtedness limits be waived with the condition that each district’s total bonded indebtedness as a percent of assessed valuation, does not exceed the percent shown on Attachment 1 and that the tax rate levied at the time of bond issuance does not exceed the amount shown on Attachment 1. 
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


The State Board of Education (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 tax rate levy as stated on the bond measure.
	SUMMARY OF KEY ISSUES


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 
	SUMMARY OF KEY ISSUES (continued)


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 a committee to oversee the use of the funds. Once the 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, California Education Code (EC) sections 15268 and 15270(a) limits 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 districts to 2.5 percent. The limits on total bonded indebtedness and on tax rate levies, as they apply to the districts requesting a waiver, are noted on Attachment 1. 
Districts are requesting waivers of the EC sections pertaining to bonded indebtedness in order to issue bonds that voters have already approved. 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 at a lower assessed valuation. Similarly, in the current time of declining property values, districts are seeing a decline in their 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 will be paid from district general funds. Therefore, CDE has historically recommended that the SBE approve related waiver requests. However, because it is 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, CDE has always recommended that this waiver be approved on the condition that the statutory or estimated tax rate levies are not exceeded at the time the bonds are issued. 
The Department has reviewed each waiver and the district’s schedule of assessed valuation and principal reduction to estimate the period of time that the waiver will be needed (noted on Attachment 1). The CDE recommends that the bonded indebtedness limits be waived with the condition that each district’s total bonded indebtedness as a percent of assessed valuation, does not exceed the percent shown on Attachment 1 and that the tax rate levy does not exceed the amount shown on Attachment 1.

	FISCAL ANALYSIS (AS APPROPRIATE)


Approval of these waivers would allow the districts to accelerate the issuance of voter‑approved bonds to avoid serious financial stress to the districts’ general fund.
	ATTACHMENT(S)


Attachment 1: List of Waiver Numbers, Districts, and Information Regarding Each Waiver. (1 page)
Attachment 2: Hawthorne School District General Waiver Request (5 pages) (Original waiver request is signed and on file in the Waiver Office.)

Attachment 3: Folsom Cordova Unified School District General Waiver Request 
 (6 pages) (Original waiver request is signed and on file in the Waiver Office.) 
Attachment 4: Folsom Cordova Unified School District General Waiver Request 
 (6 pages) (Original waiver request is signed and on file in the Waiver Office.) 
Attachment 5: San Ysidro Elementary School District General Waiver Request 
 
 (6 pages) (Original waiver request is signed and on file in the Waiver Office.)
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