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CALIFORNIA STATE BOARD OF EDUCATION
September 2013 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by Weaver Union School District to waive California Education Code sections 15102 and portions of 15268 related to bonded indebtedness limits. Total bonded indebtedness may not exceed 1.25 percent of the taxable assessed valuation of property for elementary school districts. Depending on the type of bond, a tax rate levy limit of $30 per $100,000 of assessed value for elementary school districts may also apply. 
Waiver Number: 23-5-2013

	 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 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, (5) the district obtain approval from the Citizens’ Oversight Committee before issuing any bonds, and (6) Capital Appreciation Bonds (CABs) are not issued subsequent to approval of the waiver if the debt ratio goes above the statutory tax rate limit.
	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 statutory tax rate levy.
	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. The 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. 
Capital Appreciation Bonds (CABs) are loans that, typically, require no payments for a number of years. Essentially, the interest that accrues during this nonpayment period is financed and compounded over the bond term. The CABs allow schools to issue bonds without exceeding state or locally imposed caps on property taxes, at least in the short term. However, lengthy delays in repayment coupled with sometimes 40-year terms, increases interest expenses, which in some cases has resulted in taxpayers paying as much as ten times the amount borrowed. The potential long-term effects also merit concern. While delaying payments solves short-term problems, in the future when taxpayers are being taxed in order to make CAB payments, it could negatively affect the district’s ability to raise additional capital in order to modernize the buildings that the CABs financed. 

The CDE recognizes that there may be a reasonable justification for issuing CABs. However, due to the recent concerns regarding the issuance of CABs and their sometimes exorbitant costs, the State Superintendent of Public Instruction and the State Treasurer are urging school districts to impose a moratorium on issuing CABs until the Legislature and the Governor decide on reforms for the CABs issuance process. Assemblywoman Joan Buchanan is proposing legislation, Assembly Bill 182, in which local educational agencies must meet certain requirement and provide transparency before issuing CABs. By waiving the limit on total bonded indebtedness, a district could be allowed to issue CABs that it might not otherwise be allowed to issue. 
The Weaver Union School District (District) is requesting a waiver of the EC sections pertaining to the district’s total bonded indebtedness in order to issue bonds recently approved by voters in November 2012. In June 2000 and June 2006, the voters approved G.O. bonds in the amount of $2.8 million and $16.5 million, respectively. All of the bonds have been issued. On November 6, 2012, 56.1 percent of the District voters approved a $9 million Proposition 39 bond for construction, modernization, upgrades, and repairs of school facilities district-wide. 
The District’s current debt ratio is 1.47 percent of the assessed valuation of taxable property; therefore the District is unable to issue any of the new authorized bonds. According to the District, if the waiver is approved as requested, an increased cap on debt to assessed value of up to 2.26 percent would allow the district to issue $6 million in 30-year current interest bonds and remain within the tax rate levy of $30 per $100,000 of taxable property. 
One of the key requirements of Proposition 39 is that it establishes an independent Citizens’ Oversight Committee to ensure funds are used for the purposes outlined in the bond. The District consulted with each school site council at all three schools which did not raise any objections. However, the District did not consult nor provide the Citizens’ Oversight Committee with any information on the waiver request being presented to the SBE. 
The District stated it is not planning to issue CABs as part of its next series of bonds. However, the District indicated that CABs may be issued in the future. The CDE notes that based on the District’s analysis, the District will be unable to issue the remaining  $3 million bond authority ($3 million based on district request of $6 million) until year 2043, without issuing 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, (5) the district obtain approval from the Citizens’ Oversight Committee before issuing any bonds, and (6) CABs are not issued subsequent to approval of the waiver if the debt ratio goes above the statutory tax rate limit.
Demographic Information: The Weaver Union School District has a student population of 2,625 and is located in a rural area in Merced 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
	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:  Weaver Union School District General Waiver Request 
23-5-2013 (5 pages) (The original signed waiver request and any attachments are 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
	Requested Period
Recommended

Condition
	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
	Local Board and Public Hearing Approval Date
	Advisory Committee Consulted, Date/Position
	Previous Waivers?

Prior Capital Appreciation Bonds (CABs)?

LEA Issuing CABs Under This Waiver?

	23-5-2013
	Weaver Union  Elementary School District
24-65862
	Requested: 

February 1, 2013 to December 31, 2024

Recommended: September 13, 2013 to December 31, 2024
	Debt Limit 1.25%
Tax Rate $30.00
Voter Pamphlet $30.00
	Debt Limit 2.26%

Tax Rate $30.00
	Debt Limit 2.26%

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

Tax Rate $30.00
	Weaver Elementary Teachers Association, Melissa Sanders, President

2/7/13
Support

Weaver Federation of Educational Employees, Stephanie Calderon, President

2/12/13

Support
	2/13/13
	District Site Councils 

4/24/13
No Objections
	No

Yes:

8/30/2000

8/22/2002

8/17/2006

8/07/2007

Possibly

	
	
	
	
	
	
	
	
	
	


    Created by the California Department of Education   

    July 10, 2013
California Department of Education

WAIVER SUBMISSION - General
CD Code: 2465862
Waiver Number: 23-5-2013

Active Year: 2013
Date In: 5/23/2013 9:11:58 AM
Local Education Agency: Weaver Union School District  
Address: 3076 East Childs Ave.
Merced, CA 95340
Start: 2/1/2013

End: 12/31/2024
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: 15268
Ed Code Authority: 33050
Ed Code or CCR to Waive: Education Code Section 15268.  The total amount of bonds issued, including bonds issued pursuant to Chapter 1 (commencing with Section 15100), shall not exceed 1.25% 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.
Outcome Rationale: The District requests that its outstanding bonded indebtedness limit be increased to an amount not to exceed 2.26% through and until December 31, 2023.  Due to slight decreases in assessed valuation of taxable property within the District, the District is currently unable to access its new general obligation bond authorization received from the District’s voters on November 6, 2012 in the amount of $9,000,000.00 for its capital facilities needs.  Over the last ten years, the District has grown by more than 1,000 students from 1,562 to 2,625.  In 2007, the District opened a new elementary school, Farmdale Elementary, to help reduce overcrowding.  Unfortunately, the new school only partially and temporarily relieved the overcrowding.  The District requires at least one more elementary school to accommodate its current student enrollment.  The District has relied on portable classrooms to accommodate student growth and today, one in every three classrooms, is a portable.  Prior to opening Farmdale, the District had to add eight portable classrooms on that site to accommodate District students.  

In addition to the urgent need to build a new elementary school, Weaver Middle School, built in the 1940s, urgently needs to be modernized to accommodate the District’s educational programming and to replace portables with permanent classrooms.  

District voters approved Measure “G” anticipating these new school facilities.  The sale of Measure “G” bonds is only possible if the State grants the waiver.  Approval of this waiver will allow the District to access the approved Measure “G” bonds and provide the local match for State grants under the State School Facilities Program. The District is eligible for both new construction grants at the K-6 and 7-8 grade levels and modernization grants at Weaver Middle School.  The District is eligible for approximately $8.6 million dollars from the State in matching funds for its New Construction and Modernization projects. 

Approval of this waiver request would allow the District to house its increased student population in new permanent facilities, provide much needed modernization to its aging facilities and access State funds by providing the local match under the State’s School Facilities Program.

Attached to this waiver request is a table representing Historical Assessed Values for Fiscal Years 2000-2001 through 2012-2013, a Summary of General Obligation Bond Indebtedness versus Projected Debt Limits, together with the Tax Rate Analysis.  Based on the Tax Rate Analysis figures, the District anticipates that the tax rate will not exceed $30.00 per year per $100,000.00 of taxable property value for the 2012 election, should the California Department of Education grant this waiver request

The Weaver Union School District is located in the southeast edge of the City of Merced, California.  The county of Merced is known as the “Gateway to Yosemite” and the city is only 80 miles from the entrance of Yosemite National Park.  Merced is home to the newest University of California (UC) campus, which opened in 2005.  The District encompasses about 125 square miles and provides education to residents residing in Merced city and county boundaries. 

Weaver Union School District has been described as a “hidden jewel.” It serves approximately 2,600 students in grades K-8. The District consists of two K-5 elementary schools and one 6-8 middle school which operate on a single-track year-round calendar.  In addition, the District runs a state preschool program which occupies facilities on the middle school campus and serves approximately ___ students.  The District employs approximately 225 employees.

The school community enjoys the richness of an ethnically diverse population. The student population is approximately 55% Hispanic, 21% Asian, 7% African-American and 16% Caucasian.  Approximately 39% of the students are considered English Language Learners and 86% receive free or reduced price lunches.

Despite the recent recession and a decline in residential development, District enrollment continued to increase and this trend is expected to continue in the next few years.

Student Population: 2625
City Type: Rural
Public Hearing Date: 2/13/2013
Public Hearing Advertised: The public hearing was advertised in the local newspaper, the Merced Sun-Star, and at each school site.
Local Board Approval Date: 2/13/2013
Committee/Council Reviewed By: The District has a site council at each of its three schools.  The three site councils were consulte
Committee/Council Reviewed Date: 4/24/2013
Committee/Council Objection: N
Committee/Council Objection Explanation: 
Audit Penalty YN: N
Categorical Program Monitoring: N
Submitted by: Mr. John Curry
Position: Superintendent
E-mail: jcurry@weaverusd.k12.ca.us
Telephone: 209-723-7606 x11
Fax: 
Bargaining Unit Date: 02/07/2013

Name: Weaver Elementary Teacher Association (WETA)

Representative: Melissa Sanders

Title: President

Position: Support

Comments: 
Bargaining Unit Date: 02/12/2013

Name: Weaver Federation of Educational Employees

Representative: Stephanie Calderon

Title: President

Position: Support

Comments: 

	Weaver Union School District Assessed Valuation

	
	
	

	FYE
	Total
	% Change

	2002-03
	$378,002,389
	

	2003-04
	$416,846,699
	10.28%

	2004-05
	$494,531,842
	18.64%

	2005-06
	$628,076,671
	27.00%

	2006-07
	$879,643,714
	40.05%

	2007-08
	$1,027,540,143
	16.81%

	2008-09
	$948,729,168
	-7.67%

	2009-10
	$824,369,824
	-13.11%

	2010-11
	$776,825,833
	-5.77%

	2011-12
	$763,235,798
	-1.75%

	2012-13
	$760,777,513
	-0.32%

	Average
	
	8.42%


	Weaver Union School District
Waiver Request Calculation

	 
	 

	Total Assessed Value (2013)
	760,777,513

	Statutory Debt Limit (% of AV)
	1.25%

	Statutory Debt Limit
	9,509,719

	Total Outstanding Debt ($)
	11,159,225

	Net Debt Capacity
	(1,649,506)

	Total Outstanding Debt (% of AV)
	1.47%

	Authorized but Unissued Debt
	9,000,000

	Proposed New Debt Issuance
	6,000,000

	Waiver Request
	2.26%


	Weaver Union School District
Authorized, Issued and Outstanding General Obligation Bonds

	 
	 
	 
	 
	 
	 
	 
	 

	Election
	Amount
Authorized
	Series
	Issue Date
	Purpose
	Amount 
Sold
	Amount
Outstanding
	Final 
Payment

	 
	 
	 
	 
	 
	 
	 
	 

	Jun 6, 2000
	2,800,000
	2000A
	Aug 30, 2000
	projects
	1,432,648
	667,648
	2025

	 
	 
	2002B
	Aug 22, 2002
	projects
	1,367,340
	1,047,340
	2027

	 
	 
	 
	Total
	2,799,988
	1,714,988
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Jun 6, 2006
	9,800,000
	2006A
	Aug 30, 2006
	projects
	5,099,994
	4,794,994
	2031

	 
	 
	2007B
	Aug 21, 2007
	projects
	1,249,246
	1,199,246
	2032

	 
	 
	2007C
	Aug 21, 2007
	projects
	3,449,997
	3,449,997
	2047

	 
	 
	 
	Total
	9,799,237
	9,444,237
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