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 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by Alvord Unified School District to waive California Education Code Section 15270(a), related to bonded indebtedness limits. Total bonded indebtedness may not exceed 2.5 percent of the taxable assessed valuation of property for unified school districts. Proposition 39 bonds limit the tax rate levy authorized in each election to $60 per $100,000 of assessed value for unified school districts. The district is requesting 3.67 percent bonded indebtedness limit. 
Waiver Number: 2-8-2013
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent




	SUMMARY OF THE ISSUES


The Alvord Unified School District’s (district) bonded indebtedness ratio is 2.45 percent and is unable to issue the $79 million bonds reauthorized in November 2012. The district is requesting to increase the limit to 3.67 percent. The California Department of Education (CDE) recommends that the State Board of Education (SBE) approve the district’s request to increase its limit not to exceed 3.67 percent with the conditions noted below.
Authority for Waiver: 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, and (4) the waiver is limited to the sale of bonds approved by the voters on the measure noted on Attachment 1.
	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 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, California Education Code (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, 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 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. 

The Alvord Unified School District is requesting a waiver of the EC sections pertaining to the district’s total bonded indebtedness limit in order to issue reauthorized Proposition 39 bonds approved by the voters on November 6, 2012. In November 2007, the district’s voters approved a $196 million bond. The district has issued approximately $117 million of the November 2007 bonds, leaving $79 million unissued. The district is unable to issue the remaining $79 million due to the tax rate limit and the debt ratio limit. Therefore, the district went back to the voters on November 2012 to reauthorize the remaining unissued bonding authority from the November 2007 election, thereby, authorizing a new tax rate limit. The bonds are to be used for construction and repayment of Bond Anticipation Notes. 
However, the district is unable to issue the bonds due to the debt limit of 2.5 percent. The district’s current debt ratio is 2.45 percent of the assessed valuation of taxable property; therefore the district may only issue up to $3 million before it reaches the debt 
ratio limit. According to the district, if the waiver is approved as requested, an increased limit on debt to assessed value of up to 3.26 percent would allow the district to issue the full $79 million in 30-year current interest bonds and remain within the tax rate limit of $60 per $100,000 of taxable property. The district’s waiver request meets the parameters as outlined in AB 182. 
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 2.5 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, and (4) the waiver is limited to the sale of bonds approved by the voters on the measure noted on Attachment 1. 
Demographic Information: Alvord Unified School District has a student population of 19,634 and is located in an urban area in Riverside 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://www.leginfo.ca.gov/cgi-bin/displaycode?section=edc&group=33001-34000&file=33050-33053.  
	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:  Alvord Unified School District General Waiver Request 2-8-2013
(4 pages) (Original waiver request is signed and on file in the Waiver Office.) 
	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
	Previous Waivers?



	2-8-2013
	Alvord Unified School District
33-66977
	Requested: 

November 1, 2013 to November 1, 2015

Recommended: November 7, 2013 to November 7, 2015
	Debt Limit 2.5%
Tax Rate $60.00
Voter Pamphlet $51.28
	Debt Limit 3.76%

Tax Rate $60.00
	Debt Limit 3.76%

Limited to Sale of Bonds Approved by Voters on the November 2012 Election

Tax Rate $60.00
	Alvord Educators Association, 
Leigh Hawkinson, President

4/17/13
Support

California School Employees Association, 
Irma Mendez, President

6/6/13

Support
	3/7/13

Newspaper notice, Notice posted at each school, Notice posted at District Office, Business Division and Instructional Support Services locations
	Citizens’ Bond Oversight Committee
6/11/13
No Objections
	Yes:
1/13/2011


	
	
	
	
	
	
	
	
	
	


    Created by Department of Education   

    August 28, 2013

California Department of Education

WAIVER SUBMISSION - General

CD Code: 3366977
Waiver Number: 2-8-2013
 Active Year: 2013
Date In: 8/2/2013 2:27:25 PM
Local Education Agency: Alvord Unified School District 
Address: 10365 Keller Ave.
Riverside, CA 92505
Start: 11/1/2013
End: 11/1/2015
Waiver Renewal: N
Previous Waiver Number: 
    Previous SBE Approval Date: 

Waiver Topic: School Construction Bonds
Ed Code Title: Bond Indebtedness Limit - Unified S.D. 

Ed Code Section: 15270(a)
Ed Code Authority: 33050
Ed Code or CCR to Waive: Education Code 15270.  [(a) Notwithstanding Sections 15102 and 15268, any unified school district may issue bonds pursuant to this article that, in aggregation with bonds issued pursuant to Chapter 1 (commencing with Section 15100), may not exceed 2.5 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 pursuant to this chapter at a single election, by a unified school district, would not exceed sixty dollars ($60) 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.
Outcome Rationale: The granting of this waiver will permit the Alvord Unified School District (the “District”) to issue up to $79,000,000 in general obligation bonds (as reauthorized by the voters within the District on November 6, 2012) in September 2013 rather than delaying until 2023.


Rationale

A.
 Background

The District was formally established in 1960 as a unified successor district tracing its original

formation history to 1896. The District currently encompasses an area of approximately 26 square miles, is located in the County of Riverside, California (the “County”), and includes territory located both within and around the cities of Riverside and Corona. The County is located in Southern California and is bordered on the north by the County of San Bernardino, on the south by the County of San Diego and the County of Imperial, on the west by the County of Orange and on the east by the Colorado River, which forms the boundary between the states of California and Arizona.

The District provides public education services for grades K-12 and continuing education and adult education services programs. The District, with a current average enrollment of 18,696, operates 14 elementary schools, 4 middle schools, 3 high schools, 1 continuation high school and 1 Alternative Education Center. The District currently employs 913 certificated employees (representing 864 teachers and 49 administrators) and 716 classified employees (including 20 classified managers and supervisors). The District operates under the jurisdiction of the Riverside County Superintendent of Schools.

In November 2007, District voters approved a general obligation bond measure in the amount of $196,000,000 (the “2007 Authorization”).  The District subsequently issued two series of bonds and one series of Bond Anticipation Notes (the “2010 BAN”). The 2010 BAN matures in 2015 and was to be repaid by the District’s third general obligation bond issuance under the 2007 authorization. There is approximately $79.06 million of remaining, unissued 2007 Authorization.  

Since 2010, the District’s assessed valuation has decreased by over 12% which has made the debt service for the bonds approved at the 2007 Election close to or at the Proposition 39 tax rate cap of $60 per $100,000 of assessed valuation. Since the District is near or at their Proposition 39 tax rate cap, it is unable to issue additional bonds under the 2007 Authorization without resorting to issuing expensive capital appreciation bonds. Even with an expensive capital appreciation bond issuance in 2015, the District would not be able to issue enough funds to fully repay the 2010 BAN, leaving a significant portion to be repaid by the District’s general fund.

In order to be able to fully repay the 2010 BAN from general obligation bond funds and to continue with the voter approved projects, the District returned to the voters in November 2012 to obtain approval to reauthorize $79,000,000 of the remaining, unissued 2007 Authorization.  On November 6, 2012, District voters approved a general obligation reauthorization bond measure in the amount of $79 million (the “2012 Authorization”).  The 2012 Authorization will allow the District to issue bonds under a new tax rate cap while saving taxpayers millions of dollars in interest and without increasing the 2007 Authorization.  

Currently, the District may only issue up to $3 million in general obligation bonds under the 2012 Authorization without exceeding its statutory bonding capacity under the California Education Code.  However, the District’s current financing needs require the full use of the remaining $79 million in unissued authorization.

The District wishes to issue general obligation bonds under its 2012 Authorization in one or more series to provide financing for the repayment of the 2010 BAN, and for the construction, rehabilitation, repair and/or equipping of public school facilities.  

1.
Projects to be Completed include, but are not limited to:

These are the projects still pending to be completed:

· Terrace ES – Administration Office

· Foothill ES – Administration Office & new library

· Arlanza ES – Administration Office & new library

· Orrenmaa ES – Administration Office & new library

· Collett ES – Administration Office

· McAuliffe ES – Administration Office, library expansion, new restrooms

· Promenade ES – Administration office

· Loma Vista MS – Administration office, new gym, fine arts/music building

· Arizona MS – Administration office, new library, new gym

· Villegas MS – New gym

· Alvord HS – New classroom building, MPR building, administration office, new restrooms

· La Sierra HS – front parking/drop off expansion, additional staff parking

B.
Financial Information

1.  We estimate that issuing $79,000,000 of bonds under the 2012 Authorization would raise the District’s total indebtedness to approximately 3.76% of its assessed valuation.  We further estimate that by 2022-23, the indebtedness would be reduced to 2.41%.

2.  The assessed valuation within the District declined by 12.2%, between fiscal year 2008-09 and 2012-13.  As a result, the District’s bonding capacity has declined, thereby increasing the need for the requested waiver.

3.  The attached Bonding Capacity Analysis shows the assessed valuation, projected tax rates and existing and proposed debt service requirements. 

C.
Reasons to approve this waiver

1.  Approval will permit the District to fully repay the 2010 BAN without using the general fund, saving essential education programs.  Furthermore, the waiver will also allow the district to continue its general obligation bond funding program, providing essential learning and recreational facilities to its students now, rather than waiting until fiscal year 2023 when the bond indebtedness of the District is expected to fall sufficiently below the limit set forth in the California Education Code. 

2.  Approval will allow the District to capitalize on lower construction costs.

3.  Approval will allow the District to take advantage of near historic low interest rates.

4.  Approval will satisfy the will of District voters who, at the November 6, 2012 election, reviewed and approved the reauthorization of $79,000,000 of the 2007 Authorization.  The voters approved issuing these new bonds under a new tax rate cap so that needed District projects can be completed now, instead of years from now.

D.
Who supports this waiver

1.
California School Employees Association , Chapter 339  (CSEA)

2.
Alvord Educators Association (STA)

3.
Citizens’ Oversight Committee

4.
Dale Scott & Company, Financial Advisor

5.
Jones Hall, a Professional Corporation, Bond and Disclosure Counsel

6.
County Office of Education

E.
Who opposes this waiver

At a duly noticed public hearing on March 7, 2013, there was not any opposition from the public or staff.

F.
Summary

The Alvord Unified School District (the “District”) has a current need to repay its 2010 BAN and to construct, repair and renovate District facilities, yet historical assessed valuation in the District, coupled with negative assessed valuation growth due to the weak housing market in Riverside, California for the past several years, prohibit the District from issuing its 

voter-authorized and re-authorized general obligation bonds. The District desires to continue to carry out the physical improvements necessary to improve services and facilities. These improvements are necessary to provide a safe, healthy and productive educational environment for our students. Approving this request for a waiver of the District’s bonding capacity limitation will allow for the continuation of an already efficient capital improvement program at the District, and permit the District to make necessary construction, repairs and upgrades to essential facilities.  

Student Population: 18753
City Type: Urban
Public Hearing Date: 3/7/2013
Public Hearing Advertised: Newspaper notice, Notice posted at each school, Notice posted at District Office, Business Division and Instructional Support Services locations
Local Board Approval Date: 3/7/2013
Community Council Reviewed By: Citizens' Bond Oversight Committee
Community Council Reviewed Date: 6/11/2013
Community Council Objection: N
Community Council Objection Explanation: 

Audit Penalty YN: N
Categorical Program Monitoring: N
Submitted by: Mr. Herb Calderon
Position: Assistant Superintendent of Business Services
E-mail: herb.calderon@alvord.k12.ca.us
Telephone: 951-509-5095
Fax: 951-351-9306
Bargaining Unit Date: 04/17/2013

Name: Alvord Educators Association

Representative: Leigh Hawkinson

Title: President

Position: Support

Comments: 

Bargaining Unit Date: 06/06/2013

Name: California School Employees Association Ch. 339

Representative: Irma Mendez

Title: President

Position: Support

Comments: 
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