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SECTION 1
CONSIDERING ISSUING DEBT



SECTION 1.A.
DEBT MANAGEMENT POLICY



@

BEST PRACTICE

Debt Management Policy (1995, 2003, and 2012) (DEBT)

Background. Debt management policies are written guidelines, allowances, and restrictions that guide the debt
issuance practices of state or local governments, including the issuance process, management of a debt portfolio,
and adherence to various laws and regulations. A debt management policy should improve the quality of
decisions, articulate policy goals, provide guidelines for the structure of debt issuance, and demonstrate a
commitment to long-term capital and financial planning. Adherence to a debt management policy signals to
rating agencies and the capital markets that a government is well managed and therefore is likely to meet its debt
obligations in a timely manner. Debt management policies should be written with attention to the issuer’s specific
needs and available financing options and are typically implemented through more specific operating procedures.
Finally, debt management policies should be approved by the issuer’s governing body to provide credibility,
transparency and to ensure that there is a common understanding among elected officials and staff regarding the
issuer’s approach to debt financing.

Recommendation. The Government Finance Officers Association (GFOA) recommends that state and local
governments adopt comprehensive written debt management policies. These policies should reflect local, state,
and federal laws and regulations. To assist with the development of these policies the GFOA recommends that a
government’s Debt Management Policy (Policy) should be reviewed periodically (and updated if necessary) and
should address at least the following:

1. Debt Limits. The Policy should consider setting specific limits or acceptable ranges for each type of debt.
Limits generally are set for legal, public policy, and financial reasons.

a. Legal restrictions may be determined by:

= State constitution or law,
= Local charter, by-laws, resolution or ordinance, or covenant, and
=  Bond referenda approved by voters.

b. Public Policies will address the internal standards and considerations within a government and can
include:

=  Purposes for which debt proceeds may be used or prohibited,

= Types of debt that may be issued or prohibited,

= Relationship to and integration with the Capital Improvement Program, and

= Policy goals related to economic development, including use of tax increment financing and public-
private partnerships.

¢. Financial restrictions or planning considerations generally reflect public policy or other financial
resources constraints, such as reduced use of a particular type of debt due to changing financial
conditions. Appropriate debt limits can have a positive impact on bond ratings, particularly if the
government demonstrates adherence to such policies over time. Financial limits often are expressed as
ratios customarily used by credit analysts. Different financial limits are used for different types of debt.
Examples include:



= Direct Debt, including general obligation bonds, are subject to legal requirements and may be able to
be measured or limited by the following ratios:

Debt per capita,

Debt to personal income,

Debt to taxable property value, and

Debt service payments as a percentage of general fund revenues or expenditures.

O O O O

»  Revenue Debt levels often are limited by debt service coverage ratios (e.g., annual net pledged
revenues to annual debt service), additional bond provisions contained in bond covenants, and
potential credit rating impacts.

»  Conduit Debt limitations may reflect the right of the issuing government to approve the borrower’s
creditworthiness, including a minimum credit rating, and the purpose of the borrowing issue. Such
limitations reflect sound public policy, particularly if there is a contingent impact on the general
revenues of the government or marketability of the government’s own direct debt.

»  Short-Term Debt Issuance should describe the specific purposes and circumstances under which it
can be used, as well as limitations in term or size of borrowing.

= Variable Rate Debt should include information about when using non-fixed rate debt is acceptable to
the entity either due to the term of the project, market conditions, or debt portfolio structuring
purposes.

2. Debt Structuring Practices. The Policy should include specific guidelines regarding the debt structuring
practices for each type of bond, including:

=  Maximum term (often stated in absolute terms or based on the useful life of the asset(s)),

=  Average maturity,

» Debt service pattern such as equal payments or equal principal amortization,

» Use of optional redemption features that reflect market conditions and/or needs of the government,

=  Use of variable or fixed-rate debt, credit enhancements, derivatives, short-term debt, and limitations
as to when, and to what extent, each can be used, and

= Other structuring practices should be considered, such as capitalizing interest during the construction
of the project and deferral of principal, and/or other internal credit support, including general
obligation pledges.

3. Debt Issuance Practices. The Policy should provide guidance regarding the issuance process, which may
differ for each type of debt. These practices include:

= Selection and use of professional service providers, including an independent financial advisor, to
assist with determining the method of sale and the selection of other financing team members,

= C(Criteria for determining the sale method (competitive, negotiated, private placement) and investment
of proceeds,

= Use of comparative bond pricing services or market indices as a benchmark in negotiated
transactions, as well as to evaluate final bond pricing results,

= Criteria for issuance of advance refunding and current refunding bonds, and

= Use of credit ratings, minimum bond ratings, determination of the number of ratings, and selection of
rating services.

5. Debt Management Practices. The Policy should provide guidance for ongoing administrative activities
including:



» Investment of bond proceeds,

* Primary and secondary market disclosure practices, including annual certifications as required,
= Arbitrage rebate monitoring and filing,

»  Federal and state law compliance practices, and

*  Ongoing market and investor relations efforts.

6. Use of Derivatives. The Debt Management Policy should clearly state whether or not the entity can or should
use derivatives. If the policy allows for the use of derivatives, a separate and comprehensive derivatives policy
should be developed (see GFOA’s Advisory, Developing a Derivatives Policy and Derivatives Checklist).

References.

= GFOA Advisory, Using Variable Rate Debt Instruments, 2010.

=  GFOA Advisory, Use of Debt-Related Derivatives Products and the Development of a Derivatives policy,
2010.

=  GFOA Derivatives Checklist, 2010.

=  GFOA Best Practice, Selecting Bond Counsel, 2008.

= GFOA Best Practice, Selecting Financial Advisors, 2008.

*  GFOA Best Practice, Selecting Underwriters for a Negotiated Bond Sale, 2008.

=  GFOA/NABL Post Issuance Compliance Checklist, 2003.

»  Benchmarking and Measuring Debt Capacity, Rowan Miranda and Ron Picur, GFOA, 2000.

» A Guide for Preparing a Debt Policy, Patricia Tigue, GFOA, 1998.

Approved by the GFOA’s Executive Board, October, 2012.



Appendix A: Sample Debt Management Policy

BP 3461 Business and Noninstructional Operations

Debt Management Policy
Purpose

The district recognizes that the foundation of a well-managed debt program is a compre-
hensive debt policy.

This debt policy sets forth a set of comprehensive guidelines for the financing of capital
expenditures, as well as addressing short term cash flow needs. It is the objective of this
policy that:

1. The district obtain financing only when necessary.

2. The district will use a process for identifying the timing and amount of debt or other
financing that is efficient.

3. The district will obtain the most favorable interest and other costs in issuing the debt.

This policy will be reviewed by the Governing Board at least annually and updated as
necessary.

Responsibilities
1. Assistant Superintendent for Business

The Assistant Superintendent for Business Services will have the primary responsibility
for developing financing recommendations and ensuring the implementation of the debt
policy. In developing the recommendations, the Assistant Superintendent will be assisted
by the Director of Fiscal Services and an impartial member from the local banking
community. These individuals will comprise the Debt Management Committee. The
responsibilities of the committee will be to:

a. Meet at least quarterly to review the district’s capital improvement program and
consider the need for financing to maintain the progress on the capital improvement
program.

b. Develop a Request for Proposal (RFP), that will be used in the selection of bond
counsel, financial advisor and/or underwriter.



c. Recommend the financing participants for each debt issue, ensure the debt issue is
integrated with the district’s overall financing program, approve the structure of each debt
issue, and review and approve all documentation for each issue.

d. Assist in the preparation of the information for the official statement for debt issues.

e. Meet as necessary in preparation for a financing or to review changes in state or federal
laws or regulations.

f. Disclose all information for the bond rating agencies and make presentations as
necessary.

g. Meet annually to review the district’s compliance with the existing debt agreements.

h. Provide quarterly statements to the Board of Trustees following meetings of the debt-
management committee.

1. Meet annually to review the services provided by the financial advisor, bond counsel,
paying agents and other service providers to evaluate the extent and the effectiveness of
the services provided.

j. Administer the investment and expenditure of the debt proceeds and ensure that the debt
payments are made on time.

k. Ensure that the arbitrage requirements are monitored and that the appropriate reports are
filed with the federal government.

2. Bond Counsel

The bond counsel will issue an opinion as to the legality and tax exempt status of any
obligations. The district will also seek the advice of the bond counsel on questions
involving the state or federal law or arbitrage. The bond counsel is also responsible for the
preparation of the bond documents (including the authorizing resolutions that the Govern-
ing Board will adopt and official statement) and most of the closing documents. The bond
counsel will ensure that all legal requirements for the debt issue are met. The bond counsel
will perform other services as defined by the contract approved by the district.

3. Financial Advisor/Underwriter

The district staff will seek the advice of the financial advisor and/or underwriter. The
financial advisor will advise on the structuring of the debt obligations that will be issued,
inform the district of the options available for each issue, advise the district as to how
choices will impact the marketability of the district’s obligations, and will provide other



services as defined by the contract approved by the district. In the event the district
considers refunding a prior year debt the underwriter or financial advisor will prepare a
computation of the economic gain or loss on the issue.

4. District Auditors

The district will include a review of any official statements issued in connection with a
debt issue in its contract for services with the district’s auditors. In the event the district
has refunded a prior debt issuance the auditor will include the amount of the economic

gain or loss in the footnote on the new debt in the audit report.

Short-Term Operating Debt Policy

The expenditures associated with the day-to-day operations of the district will be covered
by current revenues. However, because the district does not receive its revenues in equal
installments each month and the largest expenditures occur in equal amounts, the district
may experience temporary cash shortfalls. To finance these temporary cash shortfalls, the
district may incur short-term operating debt, typically, tax and revenue anticipation notes
(TRANS). The district will base the amount of the short-term operating debt on cash flow
projections for the fiscal year and will comply with applicable federal and state
regulations. The district will pledge operating revenues to repay the debt, which will be
repaid in one year or less. The district will minimize the cost of the short-term borrowings
to the greatest extent possible.

Long-Term Capital Debt Policy
The following will apply to the issuance of long-term debt:
1. The district will not use long-term obligations for operating purposes.

2. The life of the long-term obligations will not exceed the useful life of the projects
financed.

3. The district will strive to maintain level debt service payments.

4. The district will not issue unfunded long-term debt in any fiscal year in excess of 2% of
annual general fund revenues and in any subsequent fiscal year the long term debt shall not
cumulatively be in excess of 2% of annual general fund revenues, unless there is an
authorized tax levy or redevelopment revenue stream committed to service debt.

Bonds

1. The district may issue general obligation bonds to finance significant capital improve-



ments for the purposes set forth by the voters in the bond election. The district may also
issue revenue bonds to finance significant capital improvements without voter authoriza-
tion, through Certificates of Participation (COP’s) or through Qualified Zone Academy
Bonds (QZAB’s).

2. The district staff will prepare a resolution authorizing the issuance of Certificates
Participation or Qualified Zone Academy Bonds for presentation to the Governing Board
at least 30 days prior to the issuance.

Negotiated Versus Competitive Sale Versus Private Placement

When feasible and economical, the district may issue bonds either by competitive or
negotiated sale. The district will issue by negotiated sale when the issue is predominantly a
refunding issue or in situations that require more flexibility than a competitive sale allows.
Whenever the option exists to offer an issue either for competition or negotiation, the Debt
Management Committee will prepare an analysis of the options to aid in the decision
making process.

Refunding

The district will consider refunding debt whenever an analysis indicates the potential for
present value savings of approximately 5% of the principal being refunded or at least
$200,000. The financial advisor will compute the economic gain or loss on the refunding
and the members of the Debt Management Committee will verify the computation. The
district will not refund less than 5% of its outstanding debt at one time except in unusual
circumstances such as when it intends to change bond covenants.

Capital Leases

Capital leasing is an option for the acquisition of equipment or other assets with a cost of
less than $500,000. The district will not consider leasing when there are available funds on
hand for the acquisition unless the interest expense associated with the lease is less than
the interest that can be earned by investing the funds on hand or when other factors such as
budget constraints override the economic consideration.

When a lease is arranged with a private sector entity, the district will seek a tax-exempt
rate. When a lease is arranged with a government or other tax-exempt entity, the district
will try to obtain an explicitly defined taxable rate so that the lease will not be counted in
the district’s total annual borrowings subject to arbitrage rebate.

The lease agreement will permit the district to refinance the lease at no more than reasonable
cost. A lease that can be called at will is preferable to one that can merely be accelerated.



The district staff will obtain at least three competitive proposals for any major lease
financing. In evaluating the proposals, the net present value of the competitive bids will be
compared, taking into account how and when the payments are made. If required by
statute, the purchase price of equipment will be competitively bid.

Bond Rating

The district’s goal is to maintain or improve its bond ratings. The district staff will make a
full disclosure to the bond rating agencies when necessary.

Arbitrage Liability Management

The district will make every effort to minimize the cost of the arbitrage rebate and yield
restriction while strictly complying with the law. The federal arbitrage law is intended to
discourage entities from issuing tax exempt obligations unnecessarily. In the complying
with the spirit of the law, the district will not issue obligations except for identifiable
projects with very good prospects of timely initiation. Obligations will be issued as closely
in time as feasible to the time contracts are awarded so as to minimize the time the debt
proceeds are unspent.

The district’s bond counsel and financial advisor will review, in advance, all arbitrage
rebate payments and forms sent to the IRS.

Internal Interim Financing

In order to defer the issuance of debt obligations, when sufficient non-restricted funds are
on hand, consideration will be given to appropriating them to provide interim financing for
large construction projects. When the debt obligation is subsequently issued, the non-
restricted funds will be repaid.



SECTION 1.B.
BOND MATH



Terms, Concepts, And Example Problems

Finance Terminologies

e Present Value (PV) - the initial cash flow or the discounted value of a series of future cash
flows

e Payment (PMT] - the obligation owed each period to retire the debt on time

e Term (n) - the number of compounding periods

* Rate (/] - the interest rate per compounding period

e Future Value (FV] - the final cash flow or the compounded value of a series of prior cash flows.

v If you know any four of the above, you can calculate the fifth.

Cash Flow Sign Convention

Under the cash flow sign convention, which is used in finance calculations, outgoing funds (e.g.
debt service payments) are input or calculated as negative numbers and incoming funds (e.g.
bond proceeds) are input or calculated as positive numbers.

Calculations Using Excel

e Sample of Financial Functions:
» Present Value: PV(rate, nper, pmt, fv, type)
» Payment: PMT(rate, nper, pv, fv, type]
» Term: NPER(rate, pmt, pv, fv, type)
» Rate: BATE(nper, pmt, pv, fv, type, guess]

» Future Value: FV(rate, nper, pmt, pv, type]
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Example 1 - Present Value (PV)

The XYZ School District has a $100,000 annual revenue stream that it can use to repay a
financing. The District wishes to borrow for seven years and the estimated interest rate is 4%.

How much could the District borrow?

® 00 Formula Builder ()
f i itk %
."—Q, PV )
Most Recently Used
PV
Financial

Description

pmt is the payment made each period and
cannot change over the life of the investment.

More help on this function

rate g% 0.04

nper g 7

id -100000) -100000

fv number

type number

Results 60020546

“Result” = Answer = $600,205.47



Example 2 - Payment (PMT)

The XYZ School District wishes to borrow $1 million for 10 years at an interest rate of 5% and
make semi-annual payments. \VWhat will the District's semi-annual payment be?

| ® O 0 Formula Builder 6]
f & itk X
'VI’Q' PMT £ \

Most Recently Used
PMT
Financial

Description

pv is the present value: the total amount that a
series of future payments is worth now.

More help on this function

5%/2 0.025
10*2 20

1000000| 1000000

number

number

Result: -64147.1 2873

“Result” = Answer = $64,147.13



Example 3 - Term (NPER)

The XYZ School District wishes to borrow $2 million and can afford annual payments of
$150,000. Assuming an interest rate of 5%, how many years would it take to repay the loan?

O O Formula Builder ()
f i itk %

Q- nper )
Financial

Description

pv is the present value, or the lump-sum
amount that a series of future payments is
worth now.

More help on this function

0.05
-150000
2000000

number

number

Results 22:51 708531

“Result” = Answer = 23 years (Rounded Up)



Example 4: Interest Rate (RATE)

The XYZ School District wishes to borrow $1 million for 10 years and is being told by the lender
that the annual payments will be $140,000. What is the interest rate?

® 00 Formula Builder ()

Jfx i U] %

(Q. rate

Most Recently Used
RATE

Financial
RATE

Description

pv is the present value: the total amount that a
series of future payments is worth now.

More help on this function
Arguments

10 10
-140000 -140000
1000000| 1000000

number

number

number

Result: 006637525

“Result” = Answer = 0.0664 = 6.64%



Example 5: Future Value (FV)
The XYZ School District wishes to borrow $1 million for 10 years, but with no payments due until

the end. Assuming a 5% interest rate and annual compounding of interest, what will the District's
payment be in 10 years?

® 00 Formula Builder (6]

Jfx i Uidd %

(Q Search for a function

Most Recently Used
FV
RATE
NPER
PV
PMT
ROUND
SUM

DATE
NAY

Description

pv is the present value, or the lump-sum
amount that a series of future payments is
worth now. If omitted, Pv = 0.

More help on this function
Arguments

ot 5% 0.05
gogd 10 10
e 0 0

o4 1000000 1000000

type number

Results =1 628894627

“Result” = Answer = $1,628,894.63



Bond Cost is Based on Two Factors

* Cost of Issuance (CQI) include everything it costs to complete a financing:

» Financial Advisor

» Bond Counsel

» Rating Agency

» Underwriter

» lrustee

» Bond Insurance

» Mliscellaneous - printing, shipping, travel, etc.

v COl = principal - deposit to praject fund + any costs billed later

e Coupon Rates

»  Bonds are amortized similar to mortgage.

o The portions of principal which mature each year all have their own interest rate
(unlike a mortgage where the entire loan has one interest rate) in order to utilize
the yield curve.

o We call these separate interest rates for each year’'s maturing principal “coupon”
rates.

Calculating the Real Cost of the Financing

* Issuance costs and interest costs cannot be considered separately.
* Here's the calculation:

»  First, establish the present value the district received.

o This should be the absolute net amount available for the project - e.g. the
deposit to the construction fund less any costs subtracted such as consulting
fees, internal time billed back, county costs billed, etc.

- This is the PV.
»  Second, calculate the net outflow in each year of the financing - e.g. net debt service
after accounting for reserve funds earnings, etc.
- These are the future cash flows.
»  Calculate the True Interest Cost

o Also referred to as Internal Rate of Return (IRR)



Example 6

XYZ School District borrowed $1 million for 10 years at an interest rate of 5%. The District’s

annual payments are $129,504.98.

Of the $1 million borrowed, $50,000 was spent on

issuance costs and $950,000 was deposited to the project fund. What is the internal rate of

return/true interest cost?

Cash
" "$850,000.007
| [$128,504.98) .
| [$128,504.98) |
| [$128,504.98) |
| [$128,504.98)!
| [$129,504.98) .

o)
©
@

($129,504.98) |
($129,504.98) |
($128,504.98)
($129,504.98) |
($129,504.98),

CDCD\IO')UI-b&Jl\J—‘O|

-
(@)

[FRR(D7:017] |

Formula Builder (6]

f &= U] %

‘ Qv irr

Most Recently Used
IRR
Financial

Description

Returns the internal rate of return for a series
of cash flows.

More help on this function
Arguments

VeV D7:D17 {950000;-12

Resultz 006070528

“Result” = Answer = 0.0607 = 6.07%



SECTION 1.C.

SIX QUESTIONS TO ASK WHEN
COSIDERING DEBT



Six Questions To Ask When Considering Debt

. Why is the District borrowing?

. What will the District's annual obligation be, including debt service payments and
administrative costs?

. What is the risk that the annual obligation will vary from year to year and by how much?

. What are the planned repayment sources?

. What is the likelihood the planned repayment sources will be sufficient?

. What is the cost of funds and is this reasonable?



SECTION 2
ISSUING DEBT



SECTION 2.A.

NON-VOTER APPROVED DEBT NOTIFICATION
REQUIREMENTS
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Authorization, Review Process and Goals

Education Codes for Reference

17150.1. (a) No later than 30 days before the approval by the
governing board of the school district to proceed with the issuance
of certificates of participation and other debt instruments that are
secured by real property and do not require approval of the voters of
the school district, the school district shall notify the county
superintendent of schools and the county auditor. The superintendent
of the school district shall provide information necessary to assess
the anticipated effect of the debt issuance, including the repayment
schedules for that debt obligation, evidence of the ability of the
school district to repay that obligation, and the issuance costs, to
the county auditor, the county superintendent, the governing board,
and the public. Within 15 days of the receipt of the information, the
county superintendent of schools and the county auditor may comment
publicly to the governing board of the school district regarding the
capability of the school district to repay that debt obligation.

42133. (a) A school district that has a qualified or negative
certification in any fiscal year may not issue, in that fiscal year
or in the next succeeding fiscal year, certificates of participation,
tax anticipation notes, revenue bonds, or any other debt instruments
that do not require the approval of the voters of the district, nor
may the district cause an information report regarding the debt
instrument to be submitted pursuant to subdivision (e) of Section 149
of Title 26 of the United States Code, unless the county
superintendent of schools determines, pursuant to criteria
established by the Superintendent of Public Instruction, that the
district's repayment of that indebtedness is probable.
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Diagram of Process

Notification Package Received by KCSOS &
Forwarded to GFS

!

Initial Review by KCSOS and GFS

!

Conference Call With District, KCSOS, County
Auditor-Controller (Potentially) & GFS

v

Review Report Prepared & Draft

Reviewed With District
' Timeframe of 15 days, if l
acting under Educau'on Code Review Report Finalized
171501.1 '

Public Comment (Potentially)

Process Steps

1. Determine whether review is to be conducted under the authority of Education Code
17150.1 or 42133.

2. Assume that the District has already made a good decision about proceeding with a
borrowing.

3. Review information submitted for completeness and sufficiency.

i. Using the six question worksheet, identify the information received which
would be relevant to addressing each question.

i. Review items provided that don’t seem relevant, and hypothesize about
their purpose.

ii. Think about any other information that would seem logical for the District to
have in order for them to make a decision about proceeding with the
financing.

4. Determine whether County Auditor desires involvement in process.

5. Communicate with District staff about process - timeline, who will be involved, what else is
needed.

6. Carefully review all information submitted, and prepare notes on each of the six questions
citing source information. Come to preliminary conclusions about the District’s plan.

Page 2 of 3



7. Conduct conference call with District staff (no consultants, no Board members) to confirm
understanding of District's plan, discuss information submitted, and if possible, identify
points of agreement and foreshadow concerns.

8. Prepare draft review report and share with District staff for comments.

9. Finalize report, taking District staff comments into consideration.

10.Determine whether public comment is needed.

11.Cover letter and report provided to District (as appropriate given decision regarding public
comment).

12.0btain feedback from District on process.

Goals

Educational
Mission
Democracy—w
Fiscal Affordability
Solvency
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/ LEGISLATIVE INFORMATION

Code: | Select Code * | Section: | Search | @

Up~ << Previous Next >> cross-reference chaptered bills Add To My Favorites @

| Highlight |
EDUCATION CODE - EDC
TITLE 2. ELEMENTARY AND SECONDARY EDUCATION [33000 - 64100] ( Title 2 enacted by Stats. 1976, Ch. 1010. )

DIVISION 3. LOCAL ADMINISTRATION [35000 - 45460] ( Division 3 enacted by Stats. 1976, Ch. 1010. )
PART 24. SCHOOL FINANCE [41000 - 43052] ( Part 24 enacted by Stats. 1976, Ch. 1010. )
CHAPTER 6. Financial Statements of School Districts [42100 - 42142] ( Chapter 6 enacted by Stats. 1976,
Ch. 1010.)

ARTICLE 3. Financial Reports and Certifications [42130 - 42134] ( Article 3 added by Stats. 1991, Ch. 1213, Sec. 23.)

42133. (a) A school district that has a qualified or negative certification in any fiscal year may not issue, in that
fiscal year or in the next succeeding fiscal year, certificates of participation, tax anticipation notes, revenue
bonds, or any other debt instruments that do not require the approval of the voters of the district, nor may the
district cause an information report regarding the debt instrument to be submitted pursuant to subdivision (e)
of Section 149 of Title 26 of the United States Code, unless the county superintendent of schools determines,
pursuant to criteria established by the Superintendent of Public Instruction, that the district’s repayment of that
indebtedness is probable. A school district is deemed to have a qualified or negative certification for purposes
of this subdivision if, pursuant to this article, it files that certification or the county superintendent of schools
classifies the certification for that fiscal year to be qualified or negative.

(b) A county office of education that has a qualified or negative certification in any fiscal year may not issue, in
that fiscal year or in the next succeeding fiscal year, certificates of participation, tax anticipation notes,
revenue bonds, or any other debt instruments not requiring the approval of the voters of the district, nor may
the county office of education cause an information report regarding the debt instrument to be submitted
pursuant to subdivision (e) of Section 149 of Title 26 of the United States Code, unless the Superintendent of
Public Instruction determines that the repayment of that indebtedness by the county office of education is
probable. A county office of education is deemed to have a qualified or negative certification for purposes of
this subdivision if, pursuant to this article, it files that certification or the Superintendent of Public Instruction
classifies the certification for that fiscal year to be qualified or negative. For purposes of this subdivision,
“county office of education” includes a school district that is governed by a county board of education.

(c) No later than March 31, 1992, the Superintendent of Public Instruction shall develop and adopt criteria and
standards to govern the determination to be made under subdivisions (a) and (b).

(Added by Stats. 1991, Ch. 1213, Sec. 25.)
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EDUCATION CODE - EDC
TITLE 1 GENERAL EDUCATION CODE PROVISIONS [1. - 32500] ( Title 1 enacted by Stats. 1976, Ch. 1010.)

DIVISION 1 GENERAL EDUCATION CODE PROVISIONS [1. - 32500] ( Division 1 enacted by Stats. 1976, Ch. 1010.)
PART 10. SCHOOL BONDS [15100 - 17199.6] ( Part 10 repealed and added by Stats. 1996, Ch. 277, Sec. 2. )

CHAPTER 16. Public Disclosure of Non-Voter-Approved Debt [17150 - 17150.1] ( Chapter 16 added by Stats. 1996,
Ch. 277, Sec. 2. )

17150. (a) Upon the approval by the governing board of the school district to proceed with the issuance of
revenue bonds or to enter into an agreement for financing school construction pursuant to Chapter 18
(commencing with Section 17170), the school district shall notify the county superintendent of schools and the
county auditor. The superintendent of the school district shall provide the repayment schedules for that debt
obligation and evidence of the ability of the school district to repay that obligation to the county auditor, the
county superintendent, the governing board, and the public. Within 15 days of the receipt of the information,
the county superintendent of schools and the county auditor may comment publicly to the governing board of
the school district regarding the capability of the school district to repay that debt obligation.

(b) Upon the approval by the county board of education to proceed with the issuance of revenue bonds or to
enter into an agreement for financing pursuant to Chapter 18 (commencing with Section 17170), the county
superintendent of schools or superintendent of a school district for which the county board serves as governing
board shall notify the Superintendent. The county superintendent of schools or the superintendent of a school
district for which the county board serves as the governing board shall provide the repayment schedules for
that debt obligation and evidence of the ability of the county office of education or school district to repay that
obligation, to the Superintendent, the governing board, and the public. Within 15 days of the receipt of the
information the Superintendent may comment publicly to the county board of education regarding the
capability of the county office of education or school district to repay that debt obligation.

(c) Prior to delivery of the notice required by subdivision (a) neither the county nor its officers shall have
responsibility for the administration of the indebtedness of the school district. Failure to comply with the
requirements of this section will not affect the validity of the indebtedness.

(Amended by Stats. 2008, Ch. 128, Sec. 1. Effective January 1, 2009.)

17150.1. (a) No later than 30 days before the approval by the governing board of the school district to proceed
with the issuance of certificates of participation and other debt instruments that are secured by real property
and do not require approval of the voters of the school district, the school district shall notify the county
superintendent of schools and the county auditor. The superintendent of the school district shall provide
information necessary to assess the anticipated effect of the debt issuance, including the repayment schedules
for that debt obligation, evidence of the ability of the school district to repay that obligation, and the issuance
costs, to the county auditor, the county superintendent, the governing board, and the public. Within 15 days of
the receipt of the information, the county superintendent of schools and the county auditor may comment
publicly to the governing board of the school district regarding the capability of the school district to repay that
debt obligation.

(b) No later than 30 days before the approval by the county board of education to proceed with the issuance of
certificates of participation and other debt instruments that are secured by real property and do not require
approval of the voters of the county, the county superintendent of schools or superintendent of a school district
for which the county board serves as governing board shall notify the Superintendent. The county
superintendent of schools or the superintendent of a school district for which the county board serves as the
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governing board shall provide information necessary to assess the anticipated effect of the debt issuance,
including the repayment schedules for that debt obligation, the evidence of the ability of the county office of
education or school district to repay that obligation, and issuance costs, to the Superintendent, the governing
board, and the public. Within 15 days of the receipt of the information the Superintendent may comment
publicly to the county board of education regarding the capability of the county office of education or school
district to repay that debt obligation.

(Added by Stats. 2008, Ch. 128, Sec. 2. Effective January 1, 2009.)
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Public Disclosure of Non-Voter-Approved Debt
In Accordance with Education Code section 17150, 17150.1 and Assembly Bill 2197

LEA NAME:

USE THE TABLE BELOW TO LIST EACH OF THE PROJECTS TO BE FINANCED.

Projects to be Financed Amount Date Funds Needed

What are the planned repayment sources for debt
payments? List each fund and the amount to be
paid from each fund in current and future years
over the life of the debt. Complete MYP(s) for the
repayment sources on the correct form.

LOAN DATA
Loan amount:

Interest rate:

Type of debt issuance:
Type of financing:
Term in years:
Payments per year:
First payment due:
Last payment due: ) To print the table, choose "Print" from the "File" menu.
Annual payment obligation: N
Anticipated date of issuance:

This agreement will be acted upon by the
governing board at its meeting on:

To use the Debt Disclosure Calculator, input
requested data into the cells at left.

PERIODIC PAYMENT
Entered payment:
Calculated payment:
Annual payment:

The table uses the calculated periodic payment amount unless you enter a
value for "Entered payment".

CALCULATIONS
Use payment of: Beginning balance at payment 0:
Cumulative interest prior to payment 0:

Payment Table

Payment Beginning Ending Cumulative

No. Date Balance Interest Principal Balance Interest

Page 1
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USE THE TABLE BELOW TO LIST EACH OF THE PROJECTS TO BE FINANCED.

Projects to be Financed Amount Date Funds Needed

What are the planned repayment sources for debt
payments? List each fund and the amount to be
paid from each fund in current and future years
over the life of the debt. Complete MYP(s) for the
repayment sources on the correct form.
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Impact of Proposed Debt on Subsequent Years

Complete the following for the fund(s) that will be the repayment source(s) for the proposed debt.

If more than one fund is involved, complete separate MYPs for each fund.

Attach a separate listing of all assumptions used in the MYP(s).

FCMAT

FISCAL CRISIS & MANAGEMENT

ASSISTANCE TEAM

CSIS California School Information Services

(Insert Name of Fund Here)

2008-09

2009-10

2010-11

Total current budget
including new debt and
issuance costs

First subsequent year
including new debt and
additional costs

Second subsequent year
including new debt and
additional costs

REVENUES
Revenue Limit Sources (8010-8099)
Federal Revenues (8100-8299)
Other State Revenues (8300-8599)
Other Local Revenues (8600-8799)
TOTAL REVENUES

EXPENDITURES
Certificated Salaries (1000-1999)
Classified Salaries (2000-2999)
Employee Benefits (3000-3999)
Books and Supplies (4000-4999)
Services, Other Operating Expenses (5000-5999)
Capital Outlay (6000-6999)
Other Outgo (7100-7299) (7400-7499)
Direct Support/Indirect Cost (7300-7399)
Other Adjustments
TOTAL EXPENDITURES

OPERATING SURPLUS (DEFICIT)

OTHER SOURCES/USES
Transfers In and Other Sources (8910-8979)
Transfers Out and Other Uses (7610-7699)

INCREASE (DECREASE) IN FUND BALANCE

BEGINNING BALANCE

ENDING BALANCE

COMPONENTS OF ENDING BALANCE:




Impact of Proposed Debt on Current Year FCMAT

U n restri Cted Reserves FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM
State Reserve Standard CSIS California School Information Services
[la. Total Expenditures, Transfers Out, and Uses (Including Cost of Proposed Debt)

b.

State Standard Minimum Reserve Percentage for this District

C.

Projected P-2 ADA

d.

State Standard Minimum Reserve Amount for this District

55,000.00
(a x b, or $55,000, whichever is greater, for a district with less than 1,001 ADA) 355,

Budgeted Unrestricted Reserve (After Impact of Proposed Debt)

(la.

General Fund Budgeted Unrestricted Designated for Economic Uncertainties

b.

General Fund Budgeted Unrestricted Unappropriated Amount

. Special Reserve Fund 17-Bugeted Designated for Economic Uncertainties

Special Reserve Fund 17-Budgeted Unappropriated Amount

c
d.
e

. Total District Budgeted Unrestricted Reserves $0.00

Do unrestricted reserves meet the state standard minimum reserve amount?

Signature Form

The information provided in this document summarizes the financial implications of the proposed nonvoter
approved debt and is submitted to the county office of education and the county auditor in accordance with the
requirements of Education Code sections 17150 - 17150.1 and Assembly Bill 2197 at least 30 days prior to
the district governing board's approval of the debt issuance.

We hereby affirm that the costs incurred by the school district under this agreement can be met by the district
during the term of the agreement.

Chief Business Official Date
(signature)

Contact Person:

Position:

Email: Phone #:




FCMAT

Information to be Provided O STaNCE TEAM

CSIS California School Information Services

Preliminary Official Statement

(e.g., outlines the proposed debt agreement) — Schedule(s) must be attached which include
the following, as applicable. (The schedule(s) may be prepared by your underwriter.)

Front Cover Sheet with amount and date of actual issuance
Listing that reflects all parties involved in the financing
Maturity Schedule

Debt Repayment Schedule**

Purpose of Issue

Pledged Sources of funds for debt repayment

All submitted information are estimates only. If the final amounts exceed what is presented on this
disclosure, a new disclosure must be presented to the governing board and the county office.

**Debt Repayment Schedule

(e.g., payments) — Schedule(s) must be attached which include the following, as applicable.
(The schedule(s) may be prepared by your underwriter.)

Required Payment Dates
Total Debt Service

Net Debt Services
Principal

Debt Services Reserve
Surplus Funds Remaining
Coupon

Capitalized Interest
Interest Rate

Interest Payments

All submitted information are estimates only. If the final amounts exceed what is presented on
this disclosure, a new disclosure must be presented to the governing board and county office.

Contingency Plan

Using the space provided below, please indicate what the district's contingency plan is if the pledged
sources of repayment do not materialize or the final agreement costs more than originally estimated.

Interim Financing

Using the space provided below, please indicate the interim financing being used pending closure of the
non-voter-approved debt.




Supplemental Questions

FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

CSIS California School Information Services

Hardship Status
Is the district classified as a “hardship” school district by the state for purposes of
qualifying for 100 percent state school construction funding?

If yes, please indicate whether the district has applied for or received 100 percent hardship state
school construction funding and the dollar amount involved.

Other Indebtedness
Does the district have other outstanding bonds, notes, COPs, or other forms of indebtedness,
including lease arrangements, either for this project or any other project?

If yes, identify the issue and specify the outstanding principal and interest amount, and yearly
payment schedule. Also, note from which fund the payments are made.

Prior Default
Has the district ever defaulted on any bonded debt?
If yes, please identify and describe current status.

Litigation
Is the district involved in any litigation (real or threatened) concerning its ability to borrow money,
either in the form of bonds or otherwise?

If yes, please describe:

Real Property Acquisition or Improvement

If this debt is for real property improvement, does the district presently own the real property
necessary for the project(s)?

Reason for Not Applicable:

If the district does not own such property, identify the present owner by name, address and telephone
number:




Supplemental Questions

Will the district have to use its eminent domain powers in connection with the acquisition of all or part
of the project site(s)?

If yes, please describe the present status of eminent domain proceedings:

Does the district have any information in addition to that provided on this disclosure that leads the
district to believe that the debt is affordable?

If yes, please provide the additional information here:

Companies and Contact People Handling the Debt Financing

Bond Counsel

Contact Person and Telephone Number

Financial Advisor

Contact Person and Telephone Number

Underwriter

Contact Person and Telephone Number




SECTION 2.B.
THE FINANCING TEAM
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BEST PRACTICE

Selecting Financial Advisors (2008) (DEBT)*

Note: This Best Practice (BP) is one of a group of five relating to the sale of bonds. These five BPs should be
read and considered in conjunction with each other because of the interaction of the processes to which
they apply. The five BPs are:

Selecting and Managing the Method of Sale of State and Local Government Bonds
Selecting Financial Advisors

Selecting Bond Counsel

Selecting Underwriters for Negotiated Bond Sales

Pricing Bonds in a Negotiated Sale

Background. State and local governments employ financial advisors to assist in the structuring and issuance of
bonds whether through a competitive or a negotiated sale process. Unless the issuer has sufficient in-house
expertise and access to market information, it should hire an outside financial advisor prior to undertaking a debt
financing. A financial advisor represents the issuer, and only the issuer, in the sale of bonds. Issuers should assure
themselves that the selected financial advisor has the necessary expertise to assist the issuer in selecting other
finance professionals, planning the bond sale, and successfully selling and closing the bonds. In considering the
roles of the financial advisor and underwriter, it is the intent of this Recommended Practice to set a higher
standard than is required under MSRB Rule G-23, because disclosure and consent are not sufficient to cure the
inherent conflict of interest.

Recommendation. The Government Finance Officers Association (GFOA) recommends that issuers select
financial advisors on the basis of merit using a competitive process and that issuers review those relationships
periodically. A competitive process using a request for proposals or request for qualifications (RFP) process
allows the issuer to compare the qualifications of proposers and to select the most qualified firm based on the
scope of services and evaluation criteria outlined in the RFP.

Before starting the RFP process, issuers should decide whether the financial advisor will assist the issuer for a
single bond sale, for a multi-year engagement or whether the issuer seeks to establish a qualified pool of financial
advisors to choose from for future bond sales. The RFP then can be carefully written in order to result in the form
of relationship desired by the issuer. Additionally, issuers should write the RFP to comply with applicable
procurement requirements.

If an issuer is contemplating the possibility of selling bonds through a negotiated sale, the financial advisor should
be retained prior to selecting the underwriter(s). This allows the issuer to have professional services available to
advise on the appropriate method of sale, and if a negotiated sale is selected, to prepare the underwriter RFP and
assist in the evaluation of the underwriter responses.

No firm should be given an unfair advantage in the RFP process. Procedures should be established for
communicating with potential proposers, determining how and over what time period questions will be addressed,
and determining when contacts with proposers will be restricted.




Due to potential conflicts of interest, the issuer also should enact a policy regarding whether, and under what
circumstances, it would permit a firm to serve as an underwriter on one transaction and a financial advisor on
another transaction. Additionally, it is recommended that when an issuer has a financial advisor contract with a
firm that also is a broker-dealer, there should be a lockout period from the time that the financial advisor contract
ends to the time when the broker-dealer can serve as a negotiated underwriter for the issuer.

Request for Proposal Content. The RFP should include at least the following components:

L.

A statement from the issuer stating that due to inherent conflicts of interest, the firm selected as financial
advisor will not be allowed to resign in order to serve as underwriter for the proposed transaction (See
GFOA Recommended Practice, Selecting and Managing the Method of Sale of State and Local
Government Bonds).

A clear and concise description of the scope of work, specifying the length of the contract and indicating
whether joint proposals with other firms are acceptable.

Clarity on whether the issuer reserves the right to select more than one financial advisor or to form
financial advisory teams.

A description of the objective evaluation and selection criteria and explanation of how proposals will be
evaluated.

A requirement that all fee structures be presented in a standard format. Issuers also should ask all
proposers to identify which fees are to be proposed on a “not-to-exceed” basis, describe any condition
attached to their fee proposal, and explicitly state which costs are included in the fee proposal and which
costs are to be reimbursed.

A requirement that the proposer provide at least three references from other public-sector clients,
preferably from ones that the firm provided similar services to those proposed to be undertaken as the
result of the RFP.

Requested Proposer Responses. RFPs should request relevant information related to the areas listed below in
order to distinguish each firm’s qualifications and experience, including:

L.

Relevant experience of the individuals to be assigned to the issuer, identification of the individual in
charge of day-to-day management, and the percentage of time committed for each individual on the
account.

Relevant experience of the firm with financings of the issuer or comparable issuers and financings of
similar size, types and structures, including financings in same state.

Discussion of the firm’s financial advisory experience necessary to assist issuers with either competitive
or negotiated sales.

Demonstration of the firm’s understanding of the issuer’s financial situation, including ideas on how the
issuer should approach financing issues such as bond structures, credit rating strategies and investor
marketing strategies.

Demonstration of the firm’s knowledge of local political, economic, legal or other issues that may affect
the proposed financing.

Discussion of the firm’s familiarity with GFOA’s Recommended Practices relating to the selling of bonds
and the selection of finance professionals.



7. Disclosure of the firm’s affiliation or relationship with any broker-dealer.

8. Analytic capability of the firm and assigned individuals and the availability of ongoing training and
educational services that could be provided to the issuer.

9. Description of the firm’s access to sources of current market information to assist in pricing of negotiated
sales and information to assist in the issuer in planning and executing competitive sales.

10. Amounts and types of insurance carried, including the deductible amount, to cover errors and omissions,
improper judgments, or negligence.

11. Disclosure of any finder’s fees, fee splitting, payments to consultants, or other contractual arrangements
of the firm that could present a real or perceived conflict of interest.

12. Disclosure of any pending investigation of the firm or enforcement or disciplinary actions taken within
the past three years by the SEC or other regulatory bodies.

Additional Considerations. Issuers should also consider the following in conducting the financial advisor
selection process:

1. Take steps to maximize the number of respondents by using mailing lists, media advertising, resources of
the GFOA and applicable professional directories.

2. Allow adequate time for firms to develop their responses to the RFP. Two weeks should be appropriate
for all but the most complicated RFPs.

3. Establish evaluation procedures and a systematic rating process, conduct interviews with proposers, and
undertake reference checks. Where practical, one individual should check all references using a standard
set of questions to promote consistency. To remove any appearance of a conflict of interest resulting from
political contributions or other activi