Bonded Indebtedness Limit Waivers

Page 3 of 3

	California Department of Education

Executive Office

SBE-005 General (REV. 08/2011)
	ITEM #W-14 

	[image: image1.png]






CALIFORNIA STATE BOARD OF EDUCATION
july 2012 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by two 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 Number: Pittsburg Unified School District 168-2-2012
                           Savanna Elementary School District 132-2-2012
                           
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent




	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial
The California Department of Education (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 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 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 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 the 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 district’s general fund.
	ATTACHMENT(S)


Attachment 1: List of Waiver Numbers, Districts, and Information Regarding Each Waiver. (1 page)
Attachment 2: Pittsburg Unified School District General Waiver Request (9 pages) (Original waiver request is signed and on file in the Waiver Office.)

Attachment 3: Savanna Elementary School District General Waiver Request (4 pages) (Original waiver request is signed and on file in the Waiver Office.)

Districts 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
	Period of Request
	Debt Capacity Limit and Average Tax Rate per $100,000 Assessed Valuation Required by Law or Noted on Voter Pamphlet
(Current Maximum)
	District’s Request
	CDE Recommended (New Maximum)
	Bargaining Unit, Representatives Consulted, Date, and Position
	Local Board and Public Hearing Approval Date
	Advisory Committee(s) Consulted, Date/Position


	Previous Waivers


	Fiscal Status



	168-2-2012
	Pittsburg Unified School District
	Requested: 
May 10, 2012 to December 31, 2022
Recommended: July 19, 2012 to December 31, 2022
	3.58% (Previous Approved Waiver)
$60.00
	5.0%

$60.00
	5.0%

$60.00
	Pittsburg Teachers Association, Chris Coan, President, California School Employees Association, John Culcasi, Vice-President, 2/14/12
Support
	February 8, 2012
	Citizens Bond Oversight Committee, 3/26/12

No Objections
	Yes
2/1/11 to 2/1/18 at 3.58%
	Positive

	
	
	
	
	
	
	
	
	
	
	

	132-2-2012
	Savanna Elementary School District
	Requested:

July 1, 2012 to  July 1, 2021
Recommended: July 19, 2012 to July 1, 2021
	1.25%
$30.00
	2.5%

$30.00
	2.5%

$30.00
	Savanna District Teachers Association, Greg Payne and Mary Johnson Cajiao, Co-Presidents, California School Employees Association, Robert Rainey, President and Mitch Dolberry, Vice President, 2/3/12, 2/7/12, 2/16/12
Support
	February 16, 2012
	Savanna Elementary School District Citizens Oversight Committee, 2/8/12
No Objections
	No
	Positive
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CALIFORNIA DEPARTMENT OF EDUCATION

GENERAL WAIVER REQUEST

First Time Waiver:___
GW-1 (Rev. 10-2-09)  http://www.cde.ca.gov/re/lr/wr/
Renewal Waiver:  ___

Send Original plus one copy to: 




Send Electronic copy in Word and

Waiver Office, California Department of Education


back-up material to: waiver@cde.ca.gov
1430 N Street, Suite 5602
Sacramento, CA 95814

	
	CD CODE
	

	
	
	
	
	
	
	

	Local educational agency:

Pittsburg Unified School District

      
	Contact name and Title:

Enrique Palacios,  Associate Superintendent, Business Services
	Contact person’s e-mail address:  epalacios@

pittsburg.k12.ca.us



	Address:                                         (City)                              (State)                        (ZIP)

2000 Railroad Avenue

Pittsburg, CA  94565
	Phone (and extension, if necessary):

925-473-2302

Fax Number:   925-473-4273

	Period of request:  (month/day/year)

From:  05-10-12            To:  12-31-22
	Local board approval date: (Required)

02-08-12
	Date of public hearing:  (Required)

02-08-12

	LEGAL CRITERIA

	1. Under the general waiver authority of Education Code 33050-33053, the particular Education Code or California

    Code of Regulations section(s) to be waived (number):  151606 and 15270(a)  Circle One:  EC  or  CCR

   Topic of the waiver:  Statutory Bonding Capacity

	2. If this is a renewal of a previously approved waiver, please list Waiver Number:   _N/A_  and date of SBE Approval _N/A_ 

    Renewals of waivers must be submitted two months before the active waiver expires.

	3. Collective bargaining unit information. Does the district have any employee bargaining units? __ No  _X_ Yes   If yes, 

     please complete required information below:

    Bargaining unit(s) consulted on date(s):            

    Name of bargaining unit and representative(s) consulted:  (See Attached)    

    The position(s) of the bargaining unit(s):  __  Neutral   _X_  Support  __ Oppose (Please specify why)   See Attached.

    Comments (if appropriate):  

    

	4. Public hearing requirement:  A public hearing is not simply a board meeting, but a properly noticed public hearing held during a board meeting at which time the public may testify on the waiver proposal. Distribution of local board agenda does not constitute notice of a public hearing. Acceptable ways to advertise include: (1) print a notice that includes the time, date, location, and subject of the hearing in a newspaper of general circulation; or (2) in small school districts, post a formal notice at each school and three public places in the district. How was the required public hearing advertised? (See Attached)

    ___ Notice in a newspaper   _X_ Notice posted at each school   _X_ Other: (Please specify)  

	5. Advisory committee or school site councils. Please identify the council(s) or committee that reviewed this waiver:  
        Date the committee/council reviewed the waiver request: (See Attached)
        Were there any objection(s)?  No ___    Yes ___    (If there were objections please specify)  




CALIFORNIA DEPARTMENT OF EDUCATION

GENERAL WAIVER REQUEST

GW-1 (10-2-09)
	6. Education Code or California Code of Regulations section to be waived. If the request is to waive a portion of a section, type the text of the pertinent sentence of the law, or those exact phrases requested to be waived (use a strike out key). 


See Attached.



	7. Desired outcome/rationale. 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. If more space is needed, please attach additional pages.


See Attached.



	8. Demographic Information: 

The District has a student population of more than 9,500 and is located in an urban area of East Contra Costa County.



	Is this waiver associated with an apportionment related audit penalty? (per EC 41344)    No  FORMCHECKBOX 
    Yes  FORMCHECKBOX 
 

(If yes, please attach explanation or copy of audit finding)

Has there been a Categorical Program Monitoring (CPM) finding on this issue? No  FORMCHECKBOX 
     Yes  FORMCHECKBOX 
 

(If yes, please attach explanation or copy of CPM  finding)                                                                                                                                                                                                      

	District or County Certification – I hereby certify that the information provided on this application is correct and complete.



	Signature of Superintendent or Designee:


	Title:

Associate Superintendent, Business Services
	Date:



	FOR CALIFORNIA DEPARTMENT OF EDUCATION USE ONLY

	Staff Name (type or print):


	Staff Signature:


	Date:



	Unit Manager (type or print):


	Unit Manager Signature:

 
	Date:



	Division Director (type or print):


	Division Director Signature:

 
	Date:



	Deputy (type or print):


	Deputy Signature:


	Date:




California Department of Education

General Waiver Request

Answer to Item #3

The District consulted with both the Pittsburg Teachers Association and the California School Employees Association on February 14, 2012.  Both bargaining units are in support of the District’s waiver request and have evidenced their support by providing the attached letters signed by Chris Coan, the President of PTA, and by John Culcasi, the First Vice President of the CSEA.

Answer to Item #4

Per District Policy, the Notice of Public Hearing (See Attached) was posted at each school site, at the District office, at the Pittsburg Public Library, and at the Pittsburg City Hall.

Answer to Item #5

The Citizens Bond Oversight Committee will review the proposed waiver request at their regularly scheduled meeting on Wednesday, March 26, 2012.  It is anticipated that there will be no objections.

California Department of Education

General Waiver Request

Answer to Item #6

The District is requesting a waiver of the portion of Education Code Section 15106 identified in

strike out text below:

15106. A unified school district or community college district may issue bonds that, in aggregation with

bonds issued pursuant to Section 15270, shall not exceed 2.5 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. In computing the

outstanding bonded indebtedness of a unified school district or community college district for all purposes of

this section, any outstanding bonds shall be deemed to have been issued for elementary school purposes, high

school purposes, and community college purposes, respectively, in the respective amounts that the proceeds

of the sale of those outstanding bonds, excluding any premium and accrued interest received on that sale,

were or have been allocated by the governing board of the unified school district or community college

district to each of those purposes respectively. ...

The District is requesting a waiver of the portion of Education Code Section 15270(a) identified in

strike out text below:

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 XIIIA of the California

Constitution.

California Department of Education

General Waiver Request

Answer to Item #7

Pittsburg Unified School District

Waiver of Education Code Section 15106 and Section 15270(a)

Summary.  The Pittsburg Unified School District (the “District”) is seeking a waiver of Education Code Sections 15106 and 15270(a).  Each of these statutes limits the statutory bonding capacity of a unified school district to 2.50% of its then current assessed valuation.  Section 15106 applies to bond measures approved by two-thirds vote under Proposition 46 (1986) and Section 15270(a) applies to bond measures approved by fifty-five percent vote under Proposition 39 (2000).  The waiver will allow the District to continue its construction program without interruption and without interim financing by enabling the District to issue the remaining authorized but unissued bonds under its 2010 Measure L bond authorization in the next several years.

Prior Waiver.  Last year, the District applied for and was granted a bonding capacity waiver specifically for this bond authorization (waiver #48-10-2010-W-13).  The District’s strategy at that time was to request a bonding capacity waiver that would cover an upcoming sale of $60 million worth of bonds.  The requested increase in the bonding capacity to 3.58% did just that, and the District issued $60 million in bonds ($35 million from the 2006 Measure J bond authorization and $25 million from the 2010 Measure L bond authorization) in May.  The District now recognizes that having a waiver large enough to cover all bonds that have been authorized by the voters will provide additional flexibility to plan for future projects and future bond issuances without the uncertainty of having to re-submit a waiver application to the Department of Education in connection with each series of bonds to be issued.  With this in mind, the District is now requesting that a waiver be granted to increase the bonding capacity to 5.00%.  Such an increase will cover all bonds that have previously been authorized by District voters.  To be clear, this waiver request reflects more of a change in strategy than a change in plans or economic circumstances.  By increasing the limit to 5.00% rather than the current 3.58%, the bonding capacity waiver will cover all voter authorized bonds not yet sold.

Bond Program Size and Public Support.  The community of Pittsburg has continuously supported its students by approving four bond measures totaling $255.5 million since 1995.  These authorizations are described below: 

	Election
	Type of Election
	% Support
	Original Authorization
	Remaining Authorization
	Outstanding Principal

	1995 Measure D
	Prop 46
	66.8%
	$30,000,000
	$0
	$18,795,000

	2004 Measure E
	Prop 39
	70.8%
	40,500,000
	0
	36,890,000

	2006 Measure J
	Prop 39
	74.1%
	85,000,000
	0
	80,700,000

	2010 Measure L
	Prop 39
	68.5%
	100,000,000
	75,000,048
	24,999,952

	Total
	
	
	
	$75,000,048
	$161,384,952


The goal of the facility program is to provide adequate space for all students and to ensure that the quality of such space reflects standards established by the District. The 2004 Measure E bond proceeds were used to build two new schools, Marina Vista Elementary School and Rancho Medanos Jr. High School, and to modernize Foothill Elementary School.  The 2006 Measure J bond proceeds were used to reconstruct the new Pittsburg High School, which was opened for school in September of 2010.  The 2010 Measure L authorization provided an additional $100 million of funding to reconstruct a new junior high school or an existing site in order to relieve overcrowding, to make repairs and upgrades at three elementary schools, to implement district-wide energy and solar systems for efficiency and cost savings, and to construct new early childhood facilities.  

Declines in Tax Base.  The recent global economic collapse and the accompanying decline in property values brought unprecedented declines in the District’s assessed value.  After growing at an average of 8.95% per year during the ten-year period from 1998-99 through 2007-08, assessed values decreased in four consecutive years: by 2.69% in 2008-09, by 14.66% in 2009-10, by 1.33% in 2010-11, and by 0.83% in 2011-12.  The cumulative effect of the last four years of tax base declines has been to reduce the size of the District’s tax base from a high of $5.61 billion in 2007-08 to its current $4.56 billion (almost exactly the size of the District’s tax base in 2004-05), or a loss of 18.7% of its tax base value.  A twenty year history of assessed values in the District is attached as Exhibit A.

Impact on the Bond Program.  The unprecedented decline in the District’s tax base has had significant impact on the District’s bond program.  In 2009, the District had plans to issue the final $35 million of bonds authorized under 2006 Measure J.  Given the decline in assessed value in tax year 2008-09, the District determined that it could not issue 2006 Measure J bonds within the Proposition 39 tax rate limitations.  Instead the District chose to issue $33.895 million of Certificates of Participation (2009 COPs) in December 2009, as a form of interim financing.  Proceeds of this financing were to be used to complete the construction of the Pittsburg High School.  The 2009 COPs were a general fund obligation, and annual payments through 2014-15 were approximately $1.94 million, which increased to approximately $2.9 million for the remaining 20 years.  The District’s intention was to repay the COPs, at the earliest opportunity, from the proceeds of future general obligation bond issuances or State grants. 
2011 Waiver.  As the District’s tax base continued to decline in 2010-11 and 2011-12, it became clear that the District would need to apply for a bonding capacity waiver to continue with its bond program.  The District’s Proposition 39 tax rate limitations for the 2006 Measure J bonds were somewhat alleviated between 2008-09 and 2011-12 because the debt service obligations on the outstanding bonds under the authorization declined during this time; however, the District’s bonding capacity declined proportionally with the tax base creating statutory bonding capacity constraints.  As described above, the District applied for a waiver of the bonding capacity requirement from the State Board of Education.  The waiver was granted in January 2011, subject to two limitations:  (1) the waiver would only apply through February 2018; and (2) the waiver would increase the applicable percentage to 3.58%.  The focus of the waiver was solely on the upcoming financing of $60 million and did not consider the remainder of the 2010 Measure L authorization.  

2011 Bond Financing.  As a result of the bonding capacity waiver granted by the State Board of Education, the District was able to move forward with the issuance of $60 million in general obligation bonds in July 2011.  Of the $60 million in total general obligation bonds issued, $35 million was issued under the 2006 Measure J authorization, and $25 million was issued under the 

new 2010 Measure L authorization.  The bond proceeds were used (a) to defease the outstanding 2009 COPs and (b) to reconstruct a new junior high school.  The defeasance of the outstanding 2009 COPs allowed the District to reduce general fund obligations by approximately $1.94 million.  The new junior high school allowed the District to relieve overcrowding and continue qualification for State class size reduction revenues. 

Additional Considerations.  The bonding capacity waiver allowed the District to move forward with these key projects through the issuance of general obligation bonds last year; however, the District has a number of additional projects remaining under the 2010 Measure L authorization, including the modernization of three elementary schools and the installation of solar projects.  

2010 Measure L Program.  As we describe above, voters approved the 2010 Measure L bond authorization to continue with the District’s overall plan to provide adequate space for all students and to ensure that the quality of such space reflects standards established by the District.  With the prior bonding capacity waiver, the District was able to begin construction of the new junior high school to alleviate crowding.  In the next several years, the District would like to move forward with the modernization of three elementary schools to provide better educational facilities for students at these schools and to promote intra-district equality among students.  Another use of the bond proceeds were to pay for solar projects, originally financed through a COP, as described further below.  The District’s current plan is to issue bonds over the next several years, but the timing, sizing, and repayment structure for future bond issuances may be adjusted based on future tax base growth and other factors.  As required under Proposition 39, the District will structure the remaining authorization with the tax rate target of $60 per $100,000 in assessed value assuming reasonable tax base growth.  

2010 Certificates of Participation.  The District issued $20.51 million in Certificates of Participation in 2010 (2010 COPs) for solar projects.  By moving forward with solar projects at that time, the District was able to secure California Solar Initiatives (CSI) incentives, estimated to be approximately $6 million.  The financing plan was designed so that a portion of the CSI incentives will be used to offset the debt service obligations on the 2010 COPs and the remainder of the debt service obligations will be paid from the general fund from the savings generated from reducing energy costs.  Given the general economic environment, the District would like to alleviate the encumbrance of the 2010 COPs on the general fund as much as possible.  

Waiver Request.  The District is seeking a waiver of the bonding capacity limitation in order to continue with the facilities plan developed at the time of the 2010 Measure L bond program.  The District is requesting that this waiver increase the District’s bonding capacity to 5.00% until December 31, 2022.  Unlike the prior bonding capacity waiver, which was intended to address only the upcoming financing, this waiver request is intended to allow the District to issue the remainder of the bonds authorized under the 2010 Measure L bond authorization.  In the event that the District is unable to issue bonds in an amount necessary to continue on with planned projects prior to the term of the waiver, the District expects to submit another waiver request well enough in advance of the expiration of this current waiver to allow the bond program to proceed without interruption at that time.

Return to Statutory Bonding Capacity Level.  Assuming the return of positive tax base growth and given the scheduled principal repayment of bonds (both currently outstanding and still to be issued), the amount of District debt outstanding will drop below the current statutory limit of 2.5% of the assessed value at some point in the future.  When this will occur depends largely on the rate of future tax base growth.  If we conservatively assume that the District issues all of the remaining authorized but unissued 2010 Measure L bonds over the next two years (which seems unlikely), and that tax base growth averages approximately 4% (or a cumulative average basis) between 2011-12 and 2022-23, the District will be within the 2.5% limitation by tax year 2022-23 (see attached Exhibit B).  Exhibit C shows the District’s bonding capacity levels under various tax base growth scenarios to demonstrate the sensitivity of the analysis to tax base growth assumptions.  

Potential of Program Suspension.  If the request is denied, the District will likely need to suspend its bond program and to proceed only to the extent that annual tax base growth and repayment of previously issued bonds allows.  Such an alternative would have significant negative consequences on a number of fronts as described below.

Cost and Disruption.  Suspending a program that has been ongoing would have obvious cost implications.  The current bidding climate for construction projects is relatively strong and the District has a construction management team and program in place.  Suspending the construction plan and re-starting the program in the future would be both costly and disruptive.  

Adequacy of School Facilities.  In addition to being costly and disruptive, such a suspension would mean that students would continue to be housed in facilities that are to some degree inadequate and/or unsafe and that are certainly not the equal of facilities provided to other students in the District.  

Will of the People.  From a political standpoint, suspension of the program would deny voters the benefits of a program that they voted for as recently as November 2010.  As we described above, voters have consistently demonstrated their support for facility improvements in the District and their willingness to pay for such improvements.  At an election held in November 2010, voters were asked to authorize the issuance of bonds, they were told what the bond proceeds would fund and what the expected cost would be to taxpayers.  The vote of 68.5% in favor is a clear expression of the voter’s will.

Impact on Local Economy.  Suspension of the bond program would also have a negative impact on the local economy.  The District’s construction program employs many area residents and suspension of the program would result in significant job losses.  Many economists continue to stress the importance of public agencies moving forward with construction projects during these difficult times as a means of economic stimulus.

Summary Rationale.  The District is requesting this waiver because such a waiver is necessary in order for the District’s construction program to move ahead without interruption or interim financing.  In turn, continuation of the construction program is necessary if the District is to provide adequate classroom space and quality school facilities for all of its students.  The District notes that the construction program has been consistently supported over time by a public that is well aware of its costs and willing to pay them.  Furthermore, continuing the program will 

provide economic stimulus and avert job losses.  The waiver will not impact the District’s commitment to move ahead responsibly from a debt management perspective and to keep tax rates within legal limits.  

Equity Issues.  Finally, the District notes the equity issues raised by the fact that the District’s statutory bonding capacity is significantly less than the statutory bonding capacities of in similarly sized local school districts.  When compared against ten school districts in Alameda and Contra Costa County that serve a similar number of students, it is clear that the District’s bonding capacity is relatively low.  The attached Exhibit D shows all school districts in Alameda and Contra Costa Counties that have an enrollment of between 5,000 and 15,000 students, their 2011-12 tax base and statutory bonding capacity, and how their statutory bonding capacity compares to that of the District.  In order to provide comparable figures, high school districts are treated as if they were unified with their feeder elementary school districts where such distinctions exist.  The bottom line is that these are school districts with a similar educational charge as the District (in terms of number of students served) and similar facility costs (since they are all located in the same geographic area), but in every case have significantly more resources on which to draw in terms of local bond funding.

Conclusion.  The District understands the importance of bonding capacity limitations and prudent debt management; however, given the recent tax base declines caused by the general economic climate, the District will need a waiver of bonding capacity to continue its bond program.  The waiver will help the District continue its improvement of facilities so that all District students can have modernized and updated learning environments.  Equity among students within the District as well as equity among students from various socio-economic areas throughout the State is an important objective.  The District requests that the CDE grants this waiver so that the District can move ahead with its voter supported capital program to improve the quality and equity of educational facilities for its students without delay.  
CALIFORNIA DEPARTMENT OF EDUCATION

GENERAL WAIVER REQUEST

First Time Waiver:
___

GW-1 (Rev. 10-2-09)   http://www.cde.ca.gov/re/lr/wr/
Renewal Waiver:
___
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Waiver Office, California Department of Education
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	CD CODE
	

	3
	0
	6
	6
	6
	9
	6

	Local educational agency:

 Savanna Elementary School District      
	Contact name and Title:

 Dr. Sue Johnson, Superintendent
	Contact person’s e-mail address:

sue.johnson@savsd.org

	Address:                                         (City)                              (State)                        (ZIP)

1330 South Knott Avenue            Anaheim                        California                92804                                                                                                 
	Phone (and extension, if necessary):

714.236.3805 

Fax Number: 714.827.6167

	Period of request:  (month/day/year)

From: 7/1/2012             To: 7/1/2021    
	Local board approval date: (Required)

February 16, 2012
	Date of public hearing:  (Required)

February 16, 2012

	LEGAL CRITERIA

	1. Under the general waiver authority of Education Code 33050-33053, the particular Education Code or California

    Code of Regulations section(s) to be waived (number): Sections 15268 and 15102     Circle One:  EC  or  CCR

   Topic of the waiver:  Exceed the bonded indebtedness limit for an elementary school district

	
2. If this is a renewal of a previously approved waiver, please list Waiver Number:   _____  and date of SBE Approval______ 

    Renewals of waivers must be submitted two months before the active waiver expires. 

	
3. Collective bargaining unit information. Does the district have any employee bargaining units? __ No  __ Yes   If yes, 

     please complete required information below:

    Bargaining unit(s) consulted on date(s):   February 3, 2012, February 7, 2012 and February 16, 2012         

    Name of bargaining unit and representative(s) consulted: 

    Savanna District Teachers Association: Greg Payne, Co-President and Mary Johnson Cajiao, Co-President         
    CSEA Chapter #322: Robert Rainey, President and Mitch Dolberry, Vice President

   
    The position(s) of the bargaining unit(s):  __  Neutral   __  Support  __ Oppose (Please specify why) 

    Comments (if appropriate):  Please see enclosed for the letters of support.
    

	4. Public hearing requirement:  A public hearing is not simply a board meeting, but a properly noticed public hearing held during a board meeting at which time the public may testify on the waiver proposal. Distribution of local board agenda does not constitute notice of a public hearing. Acceptable ways to advertise include: (1) print a notice that includes the time, date, location, and subject of the hearing in a newspaper of general circulation; or (2) in small school districts, post a formal   notice at each school and three public places in the district. 
    How was the required public hearing advertised? 

    ___ Notice in a newspaper   ___ Notice posted at each school   ___ Other: ____________________________________

	9. Advisory committee or school site councils. Please identify the council(s) or committee that reviewed this waiver:  
        Savanna Elementary School District Citizens' Oversight Committee 
        Date the committee/council reviewed the waiver request:     February 8, 2012
       

       Were there any objection(s)?  No ___    Yes ___    (If there were objections please specify)  

         Please see enclosed for the letter of support.


CALIFORNIA DEPARTMENT OF EDUCATION

GENERAL WAIVER REQUEST

GW-1 (10-2-09)
	10. Education Code or California Code of Regulations section to be waived. If the request is to waive a portion of a section, type the text of the pertinent sentence of the law, or those exact phrases requested to be waived (use a strike out key). 

Education Code Sections 15268 and 15102

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.  

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.



	11. Desired outcome/rationale. 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. If more space is needed, please attach additional pages.

Savanna Elementary School District is requesting this waiver to apply to both the general obligation bond authorization previously approved by the voters in 2008 and an anticipated future general obligation bond measure to be placed on the ballot in 2012.  Please see enclosed for the supporting documents and desired outcome/rationale in greater detail.

	12. Demographic Information: 

Savanna Elementary School District currently has a student population of 2,323 and is located in a suburban area in Orange County.



	Is this waiver associated with an apportionment related audit penalty? (per EC 41344)    No  FORMCHECKBOX 
    Yes  FORMCHECKBOX 
 

(If yes, please attach explanation or copy of audit finding)

Has there been a Categorical Program Monitoring (CPM) finding on this issue? No  FORMCHECKBOX 
     Yes  FORMCHECKBOX 
 

(If yes, please attach explanation or copy of CPM  finding)                                                                                                                                                                                                      

	District or County Certification – I hereby certify that the information provided on this application is correct and complete.



	Signature of Superintendent or Designee:


	Title:

Superintendent
	Date:

February 21, 2012

	FOR CALIFORNIA DEPARTMENT OF EDUCATION USE ONLY

	Staff Name (type or print):


	Staff Signature:


	Date:



	Unit Manager (type or print):


	Unit Manager Signature:

 
	Date:



	Division Director (type or print):


	Division Director Signature:

 
	Date:



	Deputy (type or print):


	Deputy Signature:


	Date:




Savanna Elementary School District

Bonded Indebtedness Limit Waiver Request

Supporting Documentation

Background

On November 4, 2008, voters within the Savanna Elementary School District ("District") approved Measure N and authorized the District to issue $24.9 million in general obligation bonds ("GO Bonds") to finance the needed facilities improvements of all four (4) elementary schools in the District ("2008 Authorization").  Under Proposition 39, the affirmative vote requirement to authorize the bonds was 55%.  Measure N gathered more than the required bond approval threshold with a 72.5% affirmative vote.

The District, on May 28, 2009, issued its Series A GO Bonds in the amount of $7.5 million.  Additionally, the District issued the 2009 General Obligation Bond Anticipation Notes ("2009 BANs") concurrently with the Series A bond issuance.  Subsequently, the 2010 General Obligation Bond Anticipation Notes ("2010 BANs") were issued on May 20, 2010.  On February 9, 2012, the District issued the $12.1 million Series B GO Bonds to repay the 2009 and 2010 BANs and to fund additional school facilities projects.  As of today, the District has issued $19.6 million of GO Bonds, allowing the District to complete the modernization of its Hansen Elementary School, Cerritos Elementary School, as well as various rehabilitation projects throughout the District.  $5.3 million remain authorized but unissued under Measure N.

Similar to many school districts throughout the State of California ("State"), the District's overall facilities funding program has been severely impacted by the delay in matching State funding as well as the decline in local assessed valuations ("AV").  In order to ensure that the District can continue to provide the promised facilities to students, avoid any delay in ongoing construction and promote equity among District schools, the District is considering a future GO Bond measure to be placed on the ballot in 2012 ("2012 Authorization).  Therefore, the District is requesting this bonded indebtedness limit waiver to apply to both the 2008 Authorization and the 2012 Authorization.  For your review, enclosed please find the following supporting documentation concerning the District's waiver request.

1.  Assessed Valuation History

The tables in Enclosure 1 highlight the District’s historical AV over the past 10 years before and after the approval of the Measure N authorization on November 4, 2008.  Also included in Enclosure 2 is a 35-year AV history for the District.

2.  Outstanding Bonded Indebtedness

To date, the District has issued two (2) series of GO Bonds under the 2008 Authorization, in the combined amount of $19.6 million.  The District does not have other outstanding bonded indebtedness.  Debt service schedules of the outstanding Series A and Series B GO Bonds are both included in Enclosure 3.  As set forth in Enclosure 4, a detailed computation of bonded indebtedness components, the District's current debt ratio is 1.11% and has approximately $2.5 million in available bonding capacity.

3.  2012 Authorization

Approval of the waiver request would allow the District to issue approximately $23.0 million in GO Bonds under the proposed 2012 Authorization to complete the modernization of Reid Elementary School and the planning for Holder Elementary School.  These projects are consistent with the purpose of both the approved and proposed bond measures (Enclosure 5).  The District understands that the increase in bonded indebtedness ratio is contingent upon the passage of the proposed measure.  The District is requesting to waive its bonded indebtedness limits in order to allow flexibility and avoid any delays in its current construction program.

4.  Current and Estimated Annual Tax Rates

The 2012 Authorization is anticipated to be authorized by the voters under Proposition 39.  Proposition 39 imposes a statutory annual tax rate limit of $30 per $100,000 of taxable AV, the same will be pledged in the Tax Rate Statement of the proposed 2012 Authorization (Enclosure 6).  The annual tax rate projections for both the 2008 Authorization and the proposed 2012 Authorization will be closely monitored by the District's finance team and will be updated annually.  The approval of this waiver request will not result in the District issuing more than the stated tax rate and/or the authorization amount noted in the 2012 GO Bond measure.  Enclosure 7 provides the current and estimated annual tax rates with and without the anticipated 2012 Authorization.

5.  Bonded Indebtedness Ratio Requested

If the waiver is approved, the District's bonded indebtedness ratio is estimated to exceed the statutory limit of 1.25% for elementary school districts to approximately 2.50% in fiscal year 2012/2013.  Enclosure 8 outlines the detailed calculations of the ratio that the District needs above the current available bonding capacity.  Based on the current AV, a 5.86% average annual AV growth projected from fiscal year 2012/2013 to fiscal year 2021/2022, and the scheduled principal reduction on the outstanding and proposed GO Bonds, it is anticipated that the District's bonded indebtedness ratio will be below the statutory limit of 1.25% by fiscal year 2021/2022.  Please also reference Enclosure 8 for a detailed projection of the aforementioned.

Conclusion

The District has four (4) elementary schools, of which, Hansen Elementary School and Cerritos Elementary School were completely modernized with the voter-approved Measure N funds.  Without the approval to exceed the statutory bonded indebtedness limit, the District can only stop the construction projects currently planned for the other two schools within the District, Reid Elementary School and Holder Elementary School, until its bonded indebtedness ratio is below the 1.25% statutory limit.  Additionally, the District has interim facilities leased to house the students during its planned renovation of the Reid Elementary School.  Plans for the modernization of Reid Elementary School were also approved by the Division of State Architect in 2011.  If the waiver is not approved, the construction delay would result in considerable financial and community hardship to the District.
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