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Introductions
u Lori Raineri 

▶ President & founder, Government Financial Strategies 
▶ MSRB Series 50 Qualification 
▶ Certified Independent Professional Municipal Advisor 
▶ Certified Fraud Examiner 
▶ Serves on the Board of State and National Organizations 

● California League of Bond Oversight Committees 
● National Association of Municipal Advisors 

u Matthew Kolker 
▶ Senior Project Manager, Government Financial Strategies 

u Government Financial Strategies 
▶ Public finance consulting firm dedicated to helping public 

agencies meet their capital needs 
▶ Established in 1988 
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Agenda
u School Bond Trends 

▶ Statewide View 
▶ Hot Topics 
▶ Problem Prevention 
▶ Example Results for a “Best Practices” School District 

u Marin County 
▶ Voters Are Very Supportive 

u Public Policy Perspective For School Board Members 
▶ Why Bonds? 
▶ Who Pays What? 
▶ How Do We Ensure Fiscal Responsibility? 

u Questions and Discussion 
u Appendix (to be reviewed, time allowing) 

▶ Best Practices Case Study 
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Perspective
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School Bond Trends

u Statewide View 

u Hot Topics 

u Problem Prevention 

u Example Results for a “Best Practices” School District 
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Happening Right Now in California
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u Statewide, since 2001, 768 local school bond measures have been 

approved for a total of $81.78 Billon1 

▶ November 2016 Ballot 

●  168 school bond measures2 

–  Total amount of bond measures is $17.2 Billion 

– Median size of bond measures is $45 Million 

●  In Marin County3 

– Measure G: Novato Unified $222 M Bond Measure 
 
1 From the CDIAC database 
2 As reported by the Coalition for Adequate School Housing 
3 http://www.marincounty.org/depts/rv/election-info/election-schedule/page-data/tabs-collection/2016/nov-8/measure/list 

School Bonds:  a Daily Fact of Life
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u School districts will be engaged with: 
▶ issuing bonds 
▶ spending bond funds 
▶ handling bond compliance 
▶ stewarding the public trust for years to come 

▶ there are vendors who support that trust and those 
who subvert that trust 

u New and improved school facilities will benefit students, their 
families, neighborhoods, teachers and other school employees 
▶ Property owners may expect to receive a 150% ROI 

 

Daily Facts Mean Daily Tasks & Concerns
      SchoolBondFinder Benefits:
 Everything you need to know assembled in one convenient location  saves hours of searching or missing relevant bonds.

Increased knowledge of current and failed bonds for more meaningful and timely discussions. 
Query and filter by state, bond type, amount, and status.  Pinpoint exactly what you need.
Find the right people faster.  Each bond contains key contact information, along with a link to specific local coverage or articles. 
Create proactive marketing materials and messaging. 

      Beyond the Data, Train for Success 
Navigating the funding process can be a challenge. Give your staff the personalized coaching they need to identify funding, and 

create relationships with the people who control it.

Dr. Paula Love, known throughout the industry as the Funding Doctor, has decades of experience delivering grant strategies for 

nonprofit and for-profit organizations, educational agencies, schools, and institutions of higher learning. She knows funding from 

the classroom to the boardroom. Her insight and analysis is a key to helping you navigate the twists and turns every bond-

funded capital improvement project undergoes.   

Construction Funding Technology Funding Safety & Security Funding

Your team can open new doors to the billions of dollars in K12 bond
funded capital projects with SchoolBondFinder at their fingertips.

SchoolBondFinder is the first
comprehensive, online database
tracking K12 funding projects
in the United States.
Designed specifically for
education companies. 

SchoolBondFinder opens doors
and unlocks opportunities earlier
in the process for greater success.

Efficient Market Intelligence
Our in-depth knowledge of K12 school districts throughout the U.S., backed by renowned funding experts and state of the 

art technology, puts accurate market information and lead generation at your fingertips. Filter on what is specific to your 

need to find the most relevant information quickly and easily. 

Proactive, Timely Updates
Choose your preferences and receive alerts on the latest bonds that pertain to your selected geography and area of 

interest. In a few clicks you choose what you want sent to you and how frequently you want to receive notifications.

Detailed Contact Information
Each bond contains key district employee contact information to get you to the right people faster. Conversations are more 

effective when the right people are identified and the key needs outlined.

Log onto SchoolBondFinder.com to request a demo today
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THE VALUE OF SCHOOL FACILITY INVESTMENTS:
EVIDENCE FROM A DYNAMIC REGRESSION

DISCONTINUITY DESIGN∗

STEPHANIE RIEGG CELLINI

FERNANDO FERREIRA

JESSE ROTHSTEIN

Despite extensive public infrastructure spending, surprisingly little is known
about its economic return. In this paper, we estimate the value of school facility
investments using housing markets: standard models of local public goods imply
that school districts should spend up to the point where marginal increases would
have zero effect on local housing prices. Our research design isolates exogenous
variation in investments by comparing school districts where referenda on bond
issues targeted to fund capital expenditures passed and failed by narrow mar-
gins. We extend this traditional regression discontinuity approach to identify the
dynamic treatment effects of bond authorization on local housing prices, student
achievement, and district composition. Our results indicate that California school
districts underinvest in school facilities: passing a referendum causes immedi-
ate, sizable increases in home prices, implying a willingness to pay on the part
of marginal homebuyers of $1.50 or more for each $1 of capital spending. These
effects do not appear to be driven by changes in the income or racial composition of
homeowners, and the impact on test scores appears to explain only a small portion
of the total housing price effect.

I. INTRODUCTION

Federal, state, and local governments invest more than $420
billion in infrastructure projects every year, and the American
Recovery and Reinvestment Act of 2009 is funding substantial
temporary increases in capital spending.1 School facilities may be
among the most important public infrastructure investments: $50
billion is spent on public school construction and repairs each year

∗We thank Janet Currie, Joseph Gyourko, Larry Katz, David Lee, Chris Mayer,
Tom Romer, Cecilia Rouse, Tony Yezer, and anonymous referees, as well as seminar
participants at Brown; Chicago GSB; Duke; George Washington; Haas School of
Public Policy; IIES; University of Oslo; NHH; Penn; Princeton; UMBC; Wharton;
Yale; and conferences of the American Education Finance Association, National
Tax Association, NBER (Labor Economics and Public Economics), and Southern
Economic Association for helpful comments and suggestions. We are also grateful
to Eric Brunner for providing data on California educational foundations. Fer-
nando Ferreira would like to thank the Research Sponsor Program of the Zell/Lurie
Real Estate Center at Wharton for financial support. Jesse Rothstein thanks the
Princeton University Industrial Relations Section and Center for Economic Policy
Studies. We also thank Igar Fuki, Scott Mildrum, Francisco Perez Arce, Michela
Tincani, and Moises Yi for excellent research assistance. scellini@gwu.edu,
fferreir@wharton.upenn.edu, rothstein@berkeley.edu.

1. Council of Economic Advisers (2009, Table B-20). The annual total includes
gross investment in structures, equipment, and software for both military and
nonmilitary uses.
C⃝ 2010 by the President and Fellows of Harvard College and the Massachusetts Institute of
Technology.
The Quarterly Journal of Economics, February 2010

215
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Return on Investment

THE VALUE OF SCHOOL FACILITY INVESTMENTS:
EVIDENCE FROM A DYNAMIC REGRESSION

DISCONTINUITY DESIGN∗

STEPHANIE RIEGG CELLINI

FERNANDO FERREIRA

JESSE ROTHSTEIN

Despite extensive public infrastructure spending, surprisingly little is known
about its economic return. In this paper, we estimate the value of school facility
investments using housing markets: standard models of local public goods imply
that school districts should spend up to the point where marginal increases would
have zero effect on local housing prices. Our research design isolates exogenous
variation in investments by comparing school districts where referenda on bond
issues targeted to fund capital expenditures passed and failed by narrow mar-
gins. We extend this traditional regression discontinuity approach to identify the
dynamic treatment effects of bond authorization on local housing prices, student
achievement, and district composition. Our results indicate that California school
districts underinvest in school facilities: passing a referendum causes immedi-
ate, sizable increases in home prices, implying a willingness to pay on the part
of marginal homebuyers of $1.50 or more for each $1 of capital spending. These
effects do not appear to be driven by changes in the income or racial composition of
homeowners, and the impact on test scores appears to explain only a small portion
of the total housing price effect.

I. INTRODUCTION

Federal, state, and local governments invest more than $420
billion in infrastructure projects every year, and the American
Recovery and Reinvestment Act of 2009 is funding substantial
temporary increases in capital spending.1 School facilities may be
among the most important public infrastructure investments: $50
billion is spent on public school construction and repairs each year

∗We thank Janet Currie, Joseph Gyourko, Larry Katz, David Lee, Chris Mayer,
Tom Romer, Cecilia Rouse, Tony Yezer, and anonymous referees, as well as seminar
participants at Brown; Chicago GSB; Duke; George Washington; Haas School of
Public Policy; IIES; University of Oslo; NHH; Penn; Princeton; UMBC; Wharton;
Yale; and conferences of the American Education Finance Association, National
Tax Association, NBER (Labor Economics and Public Economics), and Southern
Economic Association for helpful comments and suggestions. We are also grateful
to Eric Brunner for providing data on California educational foundations. Fer-
nando Ferreira would like to thank the Research Sponsor Program of the Zell/Lurie
Real Estate Center at Wharton for financial support. Jesse Rothstein thanks the
Princeton University Industrial Relations Section and Center for Economic Policy
Studies. We also thank Igar Fuki, Scott Mildrum, Francisco Perez Arce, Michela
Tincani, and Moises Yi for excellent research assistance. scellini@gwu.edu,
fferreir@wharton.upenn.edu, rothstein@berkeley.edu.

1. Council of Economic Advisers (2009, Table B-20). The annual total includes
gross investment in structures, equipment, and software for both military and
nonmilitary uses.
C⃝ 2010 by the President and Fellows of Harvard College and the Massachusetts Institute of
Technology.
The Quarterly Journal of Economics, February 2010
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u Hot Topics 

▶ School Districts Have Been Embroiled in Scandals 

●  Improper Purchasing Practices 

●  Pay to Play (an extreme form of the above) 

●  Poor Bond Structuring 

●  Securities Law Violations 

Hot Topics
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Improper Purchasing Practices

9/8/16, 10:11 PMJohn Chiang acts to clean up dirty deals in helping banks get school bonds passed | The Modesto Bee

Page 1 of 3http://www.modbee.com/opinion/state-issues/article93273522.html

STATE ISSUES  AUGUST 2, 2016 11:58 AM

Building California schools now big
business, big money and big politics

BY DAN WALTERS
The Sacramento Bee

Building and refurbishing the schools that house 6.2 million

California kids has become very big business.

Over the last few decades, the state has issued about $45 billion

in school bonds, mostly for K-12 schools, some for colleges, and

repaying lenders costs the state nearly $3 billion a year. With

interest, retiring the bonds will have cost about twice their face

value, or some $90 billion.

Local school districts have issued many

billions more in voter-approved bonds to

match state grants, and property taxes

have been hiked to pay for them.

Harris Construction Co.’s contract to build Gaston Middle School in Fresno, shown in

2012, led to a lawsuit and a landmark decision that awarding it without competitive

bidding was improper. Craig KohlrussCraig Kohlruss - Fresno Bee file
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Pay to Play
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Poor Bond Structuring

Nonprofit News Powered by Members (http://www.voiceofsandiego.org/about-

us/members/membership-levels/)

(/donate)

enter your email... goGet the Morning Report

(http://politifest.org)

(http://politifest.org)

(http://politifest.org)

The Twilight of

Raise Your Voice DONATE

It seems all the negative publicity surrounding capital appreciation bonds

(http://voiceofsandiego.org/2012/08/06/where-borrowing-105-million-

will-cost-1-billion-poway-schools/), or CABs, may have had a big impact

on California’s municipal bond market.

California school districts conducted 62 bond sales in 2013, down from an

average of 97.5 deals a year between 2007 and 2012, according to The Bond

Buyer (http://www.bondbuyer.com/issues/123_82/california-schools-cab-

issuance-declines-1061995-1.html), a trade publication that covers

municipal bonds.

That’s a 36.4 percent drop.

And the total amount of money borrowed via CABs in 2013 dropped

markedly too, down 43.5 percent from the previous five-year average.

If You Value This Service, Please Donate Today

Per MonthPer Month  Per Year  One Time

This donation will make you a Inside VoiceInside Voice member. (/about-

us/members/membership-levels/)

Donate Now  Learn more about member benefits (/about-

us/members/membership-levels/)

From The Bond Buyer:

I would like to donate $

1515
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Securities Law Violations

Wednesday, September 14, 2016  |  as of
2:33 PM ETEnforcement

By Jack Casey
September 14, 2016

WASHINGTON – A Miami jury on Wednesday found Miami and its former budget director,
Michael Boudreaux, guilty of securities fraud for faulty disclosures in connection with three
2009 municipal bond offerings, according to Reuters.

The jury decision in the case that was pending in the U.S. District Court for the Southern
District of Florida in Miami comes after a trial of about two weeks where the Securities and
Exchange Commission faced off with lawyers for Miami and Boudreaux over the fraud charges.

The jury began deliberating Wednesday morning and returned with a verdict in the early
afternoon, according to Reuters.

The SEC complaint, filed in 2013, alleged that Miami and Boudreaux misled investors by
failing to disclose inter-fund transfers that masked the deterioration of the city's general fund for
fiscal years ending on Sept. 30 of each of 2007 and 2008.

The alleged omissions and misrepresentations were made in: bond offering documents for three
offerings in 2009 that totaled $153.5 million; presentations to bond rating agencies; and the
city's comprehensive annual financial reports (CAFRs) for fiscal years 2007 and 2008,
according to the SEC.

The city disclosed those transfers in each of their CAFRs and official statements but falsely
stated that the money was not expended and was being returned to the general fund, the SEC
said.

In actuality, that money had already been pledged to several ongoing capital projects and some
of it was restricted by the city code for designated purposes, according to the SEC. Thus, the
funds that were transferred should not have been considered unallocated and sent to the general
fund, the commission said.

Jury Finds Miami, Boudreaux Guilty of Securities Fraud | The Bond Buyer http://www.bondbuyer.com/news/washington-enforcement/jury-finds-mi...

1 of 2 9/14/2016 2:39 PM

9/19/16, 3:28 PMFINRA Fines Two Firms a Total of $25K, Bars Former CEO | The Bond Buyer

Page 1 of 2http://www.bondbuyer.com/news/washington-enforcement/finra-fines-two-firms-a-total-of-25k-bars-former-ceo-1113851-1.html?zkPrintable=true

Monday, September 19, 2016  |  as of 6:28
PM ETEnforcement

FINRA Fines Two Firms a Total of $25K,
Bars Former CEO
By Jack Casey
September 19, 2016

WASHINGTON – Stark Municipal Brokers and Performance Trust Capital Partners have agreed
to pay a total $25,000 to settle alleged reporting violations uncovered by the Financial Industry
Regulatory Authority.

In addition, a former chief executive officer of an Atlanta-based securities company has agreed
to be barred from the market by FINRA over alleged securities fraud.

Jay Chitnis, the former CEO of YieldQuest Securities, and the two firms accepted their FINRA
settlement terms without admitting or denying the findings. Stark agreed to pay $10,000 and
Performance Trust agreed to pay $15,000 to settle the charges.

The two firms and Chitnis either could not be reached for comment or declined to comment.
FINRA's findings involving Agoura, Calif.-based Stark Municipal Brokers were gathered in two
separate review periods, one between Oct. 1, 2014 and Dec. 31, 2014, and the other between
April 1, 2015 and June 30, 2015.

Under Municipal Securities Rulemaking Board Rule G-14 on reporting, dealers are required to
report their transactions to the MSRB's Real-time Transaction Reporting System within 15
minutes of the time of trade.

FINRA found that there were 45 Stark reports of inter-dealer transactions in municipal securities
in the first review period that did not correctly report the time of trade. The trades constituted
2.16% of those the firm reported to the RTRS during the review period, FINRA said, and each of
the incorrect reports qualified as a violation of Rule G-14.

Additionally, Stark also failed to record the correct time of execution on its trade memorandum
for 44 muni transactions during the same period. That conduct violated MSRB Rule G-8 on
books and records.

FINRA determined that over the two relevant periods, the firm did not file timely reports of

9/19/16, 3:34 PMTrial Date Jan. 9 for Ramapo, N.Y. Officials in Criminal Case | The Bond Buyer

Page 1 of 2http://www.bondbuyer.com/news/washington-enforcement/trial-date-jan-…ramapo-ny-officials-in-criminal-case-1111768-1.html?zkPrintable=true

Monday, August 23, 2016  |  as of 6:33
PM ETEnforcement

Trial Date Jan. 9 for Ramapo, N.Y. Officials
in Criminal Case
By Jack Casey
August 23, 2016

WASHINGTON – A criminal case alleging two Ramapo, N.Y. officials misled investors and
credit rating agencies in connection with municipal bonds would go to trial on Jan. 9 under the
timeline the federal judge has put forth for the proceedings.

Christopher St. Lawrence, supervisor and director of finance for the town, as well as president of
the Ramapo Local Development Corp., and Aaron Troodler, the former executive director of the
RLDC, are facing 22 counts of wire fraud, securities fraud, and conspiracy stemming from an
indictment obtained in April by U.S. attorney for the Southern District of New York Preet
Bharara.

The criminal case against the two individuals is pending in the U.S. District Court for the
Southern District of New York in Manhattan and has been assigned to Judge Cathy Seibel.

The criminal charges were a first-of-a-kind for the Department of Justice. Before this case, the
DOJ's involvement in the muni market had mostly centered on antitrust cases over bid-rigging
of investments.

Under the timeline Seibel established for the case, any motions from the parties must be filed by
Sept. 12 and any opposition to the motions would have to be filed by Sept. 25 with subsequent
replies to the opposition due by Oct. 3. Filings to prepare for trial, like trial exhibits, will be due
either in November or December.

The trial is expected to take four to five weeks, according to Seibel's timeline.

In addition to the criminal charges, St. Lawrence and Troodler are facing civil charges in a
parallel action brought by the Securities and Exchange Commission in April. The SEC case also
names the town of Ramapo, the RLDC, and two other town officials: Michael Klein, the town's
attorney, and Nathan Oberman, its deputy finance director.

The civil and criminal complaints largely mirror each other. They argue that the former and

9/17/16, 8:43 AMSEC May Litigate Rather than Settle Due to Miami, Boudreaux Verdict | The Bond Buyer

Page 1 of 3http://www.bondbuyer.com/news/washington-enforcement/sec-may-litiga…ttle-due-to-miami-boudreaux-verdict-1113617-1.html?zkPrintable=true

Saturday, September 17, 2016  |  as of 11:43
AM ETEnforcement

SEC May Litigate Rather than Settle Due to
Miami, Boudreaux Verdict
By Jack Casey
September 15, 2016

WASHINGTON – The securities fraud jury verdict against the city of Miami and its former
budget director Michael Boudreaux on Wednesday will likely embolden the Securities and
Exchange Commission to litigate rather than settle cases against issuers and their officials,
lawyers said on Thursday.

The case before the U.S. District Court for the Southern District of Florida in Miami centered on
SEC charges that Miami and Boudreaux were guilty of fraud because of their role in omissions
and misrepresentations made in offering documents for three 2009 bond offerings, presentations
to rating agencies, and annual financial reports. The omissions and misrepresentations were
made in connection with inter-fund transfers to boost Miami's ailing general fund, according to
the SEC.

The lawsuit was the SEC's first federal jury trial against a municipality or one of its officers for
violations of securities laws.

One lawyer in the industry who requested anonymity said that the SEC will likely take
advantage of the verdict by widely publicizing it.

"I think they'll make sure that the issuer world pays attention to it," the lawyer said.

Robert Doty, president of the municipal securities litigation consulting firm AGFS, agreed that
the commission might now be bolder about pursuing litigation instead of settling, which he said
is significant because the SEC has been litigating more recently than it did in the past.

"I do think the commission took a bit of a calculated risk," Doty said, noting that litigation
always comes with some risk. "It was a risk and they won big, they won really big."

Andrew Ceresney, the SEC's director of enforcement, said in a statement following the verdict
that the SEC "will continue to hold municipalities and their officers accountable, including
through trials, if they engage in financial fraud or other conduct that violates the federal
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u . . .who buys ink by the barrel” 
u or has access to the internet 

 
 
 
✔ Modern words to live by:  1) competency, 2) transparency, and 

3) it’s okay, maybe even best, to admit mistakes 

“Never argue with a man . . .

9/8/14, 3:09 PM

CUSD's Bond Underwriter is t
he Subject of a Statewide Ethics Probe, Vote NO on Prop E | Vote NO on Prop E

Page 1 of 11

http://kissth
eschoolbondgoodbye.com/2014/04/cusds-bond-underwriter-is-the-subject-of-a-statewide-ethics-probe-vote-no-on-prop-e/

White collar crime is a well-known problem in school

CUSD’s Bond

Underwriter is the

Subject of a Statewide

Ethics Probe, Vote NO

on Prop E

Posted on April 21, 2014 by Coronado taxpayer

Bond Underwriter of Choice for CUSD,

Coronado City and Coronado

Redevelopment Agency is the Subject of

a Statewide Ethics Investigation

You can judge a man’s character by the company he keeps.

So, too,

you can

judge

local

search here …
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Locals lead funding for high school bond campaign | June 4, 2014 | Almanac | Almanac Online |
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Schools - June 4, 2014
Locals lead funding for high school bond campaign

by Dave BoyceThe campaign for the passage of Measure A — a $265 million bond measure for high school construction

— spent $69,787 as of May 17, most of it on direct mail, including $18,101 for postage, according to the

latest campaign finance reports from the San Mateo County Elections Office.

The final report on fundraising for the June 3 election won't be available until July 31, but so far, the

"Citizens for Sequoia Union High School District - Yes on A"campaign has raised a total of $161,902, with

about 51 percent of that coming from corporate and institutional donors and the rest from individuals.

Of the 82 individuals who gave a total of $69,200 to the campaign, 47 listed residences in the Almanac

circulation area and gave a total of $47,900. Major donors included Carolee M. White of Palo Alto and

Colleen Tate of Portola Valley, who gave $10,000 each, and Helen Wilmot of Menlo Park, who gave $5,000.

The district is expecting an enrollment surge, in particular from the Menlo Park and Las Lomitas

elementary districts and those in San Carlos and Belmont-Redwood Shores. Sequoia officials predict high

school district-wide enrollment will begin to reflect this surge in the 2015-16 school year and that by

2020-21, enrollment will be higher by at least 22 percent.

Enrollment at M-A is expected to grow by at least 25 percent by 2020-21, and by as much as 19 percent

at Woodside High.
Of the 25 corporate and institutional donations, leading the list were $10,000 gifts from Blach

Construction in Santa Clara, Prefast Concrete Wall Systems in San Mateo, and CSDA Design Group in San

Francisco, reports show. Spencer Associates, an architecture firm in Palo Alto, gave $8,000.

The $5,000 donors included the foundations at Menlo-Atherton and Woodside high schools, and the

Charter Schools Association of California. Also giving $5,000: Quattrocchi Kwok Architects of Santa Rosa,

and Cornerstone Earth Group, a construction service firm in Sunnyvale.

ArchitectsMeasure A would provide the Sequoia district with construction funding to add classrooms and other

facilities, including two small high schools — one located in the Menlo Park area — for 300 to 400 students

each.
Anticipating voter approval — school-construction bond measures pass with the approval of 55 percent of

the voters — a committee of teachers, parents, school principals and Sequoia district staff recently

interviewed six architectural firms and chose three. Among the six, three made significant campaign

contributions, and two of those were not among the three firms selected, according to a Sequoia board

report.
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Hindsight is 20/20 and May Not Be Yours

20 transactions in 18 years 
(from 3 bond measures) 
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Debt Service 
Collection 

Fiscal Year Beg July 1 

If Debt Service Structure is Retained, There is a Likely Total Debt Service 
Reduction of 38% With a Shorter Term 

Scenario 1C CAB 

Scenario 1C CIB 

Scenario 1B 

Scenario 1A 

Actual Debt Service 

Savings 

 Actual Debt Service     : 
Projected Net Debt Service : 

$91,328,410  
$56,706,476  

To determine reasonability of actual borrowings, we projected what the District could have achieved. We attempted to create a more efficient borrowing structure, based 
on a restructuring of the debt, using available market rates at the time of the sales. As the original issuances were all insured, we used MMD insured rates as of Jan 13, 
2005 & Dec 7, 2005 to correspond with original sale dates for Series A & B, and Nov 28, 2007 for Series C to correspond with sale date of 2007 BAN to avoid extra 
issuances. CAB rates are +80bp and +50bp for callability. 

For the 2004 measure, debt service 
is over 160% more than necessary 

Source: Los Angeles County Grand Jury 2015-16 Report 
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u The Government Finance Officers Association (GFOA) publishes 
best practices related to debt management and issuance 
including: 
▶  Selecting and Managing the Method of Sale of Bonds 
▶  Selecting and Managing Municipal Advisors 
▶  Selecting Bond Counsel 
▶  Selecting and Managing Underwriters For Negotiated Bond Sales 
▶  Expenses Charged by Underwriters in Negotiated Sales 
▶  Costs of Issuance Incurred in a Publicly Offered Debt Transaction 
▶  Debt Issuance Transaction Costs 
▶  Using Credit Rating Agencies 
▶  Understanding Your Continuing Disclosure Responsibilities 
▶  Analyzing and Issuing Refunding Bonds 

u Additional debt management best practices can be found at: 
www.gfoa.org/topic-areas/debt-management 

Problem Prevention
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Example:  “Best Practices” School District

$336,625,735  
$251,420,310  $239,751,701  
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$164,788,174  

$139,841,836  $139,841,836  
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Pre-Election Post-Sales Current (Post-Refi) 

Net Debt 
Service 

District Taxpayers Will Experience Budget Savings in Excess of $300 Million in 
Debt Service Compared to Original Budget on $960.1 Million Borrowed 

Sequestration (J) 

Measure H (2014) $419 Million 

Measure H (2010) $81.1 Million 

Measure J (2004) $315 Million 

Measure B (1997) $145 Million 

Debt service 
$268 million less 
than pre-election  

Refinancing reduced 
debt service additional 

$32.4 million 

Net debt service takes into account premium deposited to Interest & Sinking Fund to reduce premium and federal subsidies. 
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Marin County

u Voters Are Very Supportive 

▶ Their Voter Approved Taxes Make a Huge Difference 
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Voters Have Been Very Supportive

18 
Successful  

55% Measures 

3 
Successful  

2/3 Measures 

1 
Unsuccessful  
55% Measure 

1 
Unsuccessful  
2/3 Measure 

21 out of 23 School Bond Measures (91%) Since 2001 Successful in 
Marin County 

Source: Education Data Partnership (www.ed-data.org) 

31 
Successful Parcel Tax 

Measures 

5 
Unsuccessful 

Parcel Tax 
Measures 

31 out of 36 School Parcel Tax Measures (86%) Since 2001 Successful 
in Marin County 

Source: Education Data Partnership (www.ed-data.org) 



Marin County Office of Education - Page 22 © 2016 Government Financial Strategies 

Taxes Vary by District
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Tax Levy 

School District 

2015-16 Property Tax Bill Summary for Single Family Residences at/near 
the County Median AV of $530,515 for SFR (in FY 2016-17) 

Combined Voter Approved School Taxes (Bonds and Assessments) 

Other Agencies 

Basic Tax (1%) 

Basic (1%) Tax for 2016-17 Median SFR AV 

2015-16 property tax bills provided by Marin County Tax Collector's Office. 
(1) Tax bill used for Lincoln SD chosen based on being closest to the County median AV; only 4 parcels considered SFR in District. 
(2) San Rafael City Schools includes both the elementary and high school districts; Dixie SD is also within the boundary of San Rafael HSD. 
(3) Tax bill used for Tamalpais HSD is with Mill Valley SD (based on 2015-16 enrollment); other elementary districts within HS boundariy annotated with an *. 
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Let’s Look at Tax Bills

u Sample tax bills from FY 2015-16 are included for each K-12 
schools taxing area 
▶ Each sample tax bill was selected based on the property 

being: 
● single family residential 
● not subject to a parcel tax exemption 
● having a 2016-17 assessed value close to $530,515  

– $530,515 is the value of the median single family 
residential property in the County for FY 2016-17 
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Bolinas-Stinson USD
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Dixie SD
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Kentfield SD
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Laguna Joint SD 
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Lagunitas SD
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Larkspur-Corte Madera SD
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Lincoln SD
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Mill Valley SD
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Nicasio SD
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Novato Unified SD
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Reed USD
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Ross SD



Marin County Office of Education - Page 36 © 2016 Government Financial Strategies 

Ross Valley SD
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San Rafael City Schools (ESD & HSD)

u  Dixie SD is also within the San Rafael HSD boundaries 
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Sausalito Marin City SD
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Shoreline Unified SD
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Tamalpais UHSD

u Refer to elementary feeder districts: 
▶ Bolinas-Stinson USD 
▶ Dixie SD 
▶ Lagunitas SD 
▶ Mill Valley SD 
▶ Nicasio SD 
▶ Reed USD 
▶ Ross SD 
▶ Ross Valley SD 
▶ Sausalito Marin City SD 
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Union Joint SD
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Expenditures & Parcel Taxes Per Student
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Expenditure 
per Student  

(based on ADA) 

School District 

Expenditure Per Student Varies Significantly  
but Noticably Higher than State-Wide Average 

Parcel Tax Portion of Expenditure Per ADA 

Expenditure per ADA 

Parcel tax data from the Marin County Office of Education and Districts' websites.  ADA and expenditure per student from California Department of Education.  All data is 
for FY 2014-15. 
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Bonds Authorized Per Student
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Bonds Authorized 
per Student 

(based on enrollment) 

School District 

Bonds Authorized Since 2001 Per Current Enrolled Student Varies 
Significantly 

Source: Education Data Partnership (www.ed-data.org); only school districts that have voter approved debt since 2001 are included and only debt authorized since 2001 
is included; statewide information estimated from CDIAC online. 
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Public Policy Perspective

▶ Why Bonds? 

▶ Who Pays What? 

▶ How Do We Ensure Fiscal Responsibility? 
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Why Bonds?
u Since 1879 local government has been authorized to issue 

bonds for capital expenditures1. 

▶ Historically, required a higher voter threshold because of 
U.S. Constitution’s contract clause 

● Can’t be changed by future action of the governing 
board, the electorate or a higher body 

▶ A bond is a loan 

● almost like J. Wellington Wimpy’s 

request of the loan for a hamburger, but not quite 

1 Today’s California Constitution is the 1879 Constitution with amendments – the original 1849 
California Constitution with which we came into the Union was replaced in 1879 via constitutional 
convention.  
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There Are Only Three Sources of Money

u Money in the Cookie Jar 

u Someone Else’s Money 

u Money to Come in the Future 

✔ Also known as: 

● cash on hand 

● gifts/grants/new taxes 

● borrowing 
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A G.O. Bond is a Loan

u A bond is a loan.  Just like a home mortgage, a bond allows the 
commmunity to buy and receive the benefit of the facilities now 
and into the future, and pay for them over their useful life. 

Bond Proceeds 

Facilities 
Improvements Bond 

Repayment 

Community 
Benefit 

Investors
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✔ But, One Community 

The Voters The Taxpayers The Students and their 
Families, Teachers & 
Other Employees 

With a Bond, There are 3 Constituencies



Marin County Office of Education - Page 49 © 2016 Government Financial Strategies 

Local General Obligation (G.O.) Bonds
u Authorized in CA Constitution (1879) 

▶  In 1978, Proposition 13 superseded authority  
▶  In 1986, restored at 2/3 voter approval level 
▶  In 2000, 55% voter approval measures allowed with 

additional accountability requirements 
●  Maximum projected tax levy and specified citizens’ 

oversight 
u “Full Faith and Credit Bond” - Unlimited taxing authority 
u “Ad Valorem” taxation 
u Bonding capacity limited to 1.25% of AV for union districts 

(2.50% of AV for unified districts) 
u County is responsible for ongoing administration 
u No political discretion 
u General obligation bonds are the most common local funding 

source for school facilities. 
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2/3 vs. 55% Voter Approval G.O. Bonds
Subject 55% Voter Approval Two-Thirds Voter Approval

Board Approval Required To 
Place Measure on Ballot

Two-thirds Majority

Allowable Election Dates Primary or general election, regularly scheduled 
local election, or statewide special election

1) Any established election date pursuant to 
Section 1000 or 1500 of the Elections Code or 
2) any Tuesday that is not the day before or the 
day after a State holiday, or within 45 days of a 
statewide election

Maximum Projected Tax 
Rates/Levies

For unified district, $60 per $100,000 of 
assessed value; for union district, $30 per 
$100,000 of assessed value

No projected maximum tax rate

Bonding Capacity (i.e. 
Maximum Bonds Outstanding)

2.5% of assessed value for unified districts and 
1.25% of assessed value for union districts

2.5% of assessed value for unified districts and 
1.25% of assessed value for union districts

Audits Independent financial and performance audits 
must be conducted annually

None specifically required

Oversight Committee If election is successful, Board must establish 
independent citizens oversight committee within 
60 days of Board adoption of resolution declaring 
election results

None specifically required

Allowable Expenditures Construction, reconstruction, rehabilitation, or 
replacement of school facilities, including furnishing 
and equipping of school facilities, or the acquisition 
or lease of real property for school facilities

Acquisition or improvement of real property

Facilities List State Constitution requires a list of the specified 
school facilities project(s) to be funded

No requirement for a specific facilities list
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Key Legal Constraints
u Taxing Capacity: limit on maximum projected tax levies  
(this is for 55% voter approval bond measures only) 

▶ $30 per $100,000 of assessed value for union districts 
●   Education Code 15268 

▶ $60 per $100,000 of assessed value for unified districts 
u  Education Code 15270(a) 
u Bonding Capacity: limit on amount of outstanding bonds 
(this is for all bond measures combined) 

▶ 1.25% of total assessed value for union districts 
●   Education Code 15268 

▶ 2.50% of total assessed value for unified districts 
●   Education Code 15270(a) 
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Assessed Value Reacts Locally 
(Example District from Outside Marin County)
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Net Local Secured Assessed Value Has Averaged Just Over 5.0% Annual Growth  
Over the Last 13 Years 

Annual CA AV Inflation Factor - CCPI 

Annual CA AV Inflation Factor - 2% 

Note: Assessed values provided by Orange County Auditor-Controller's Department.  Local secured AV represents 97% of total AV and has the lowest volatiility and 
therefore most predicability amongst AV categories. Prop 13 inflation adjustment per State Board of Equalization. 
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Reasons Assessed Value Can Change
u Pursuant to Proposition 13 (and embodied in Article 13A of the 

California Constitution), a school district’s property tax base can 
change for four reasons: 
▶ Properties are sold (and reassessed at the sale price). 
▶ Properties are improved (and reassessed with the value of 

the improvement). 
▶ A year passes (each property’s assessed value increases by 

the lesser of 2% or the change in the California Consumer 
Price Index). 

▶ Market value of one or more properties declines below 
assessed value - assessed value can be adjusted downward 
to the market value.  If market value subsequently increases, 
assessed value can “catch up” to pre-decline AV plus 
allowable adjustments (e.g. 2% annual increase). 
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G.O. Bond Tax Rates

u Bond tax rate ≈ debt service ÷ assessed value 
 
u Each property in the District pays its pro rata share, based 

on its individual assessed value (not market value) 
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How Local are Local School Bonds?
u Free public education required by California Constitution 
u Equal protection of the laws required by California and U.S. 

Constitutions 
u State school construction funding requires local match and is 

based on State standards 
▶ Availability of funding is dependent upon State voters and 

the needs and activities of other school districts 
u And who is in charge? 

▶ All of these play important roles: 
● District School Board 
● County Superintendent of Schools 
● County Department of Finance 

– Treasurer Tax Collector 
– Auditor-Controller 

● County Assessor 
● and . . . the California Attorney General, the California 

Legislature, the Governor, the U.S. Securities and 
Exchange Commission and ? 
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A Recent Example
u  Calif. Education Code 15100 was amended in August, 2016 to add the 

requirement below (among others) before a bond measure is put forward: 
▶  (c) Before the governing board of a school district or the governing board 

of a community college district may order an election for purposes of this 
section, it shall obtain reasonable and informed projections of assessed 
property valuations that take into consideration projections of assessed 
property valuations made by the county assessor. 

u  Calif. Government Code 27421 states, and has, since 1973: 
▶  The county assessor in each county who is designated to perform the duty 

of assessing property for a local taxing jurisdiction shall, upon request of 
the governing body of such jurisdiction, excluding a school district, furnish 
not later than May 15th of each year an estimate of the assessed valuation 
of property within such jurisdiction for the succeeding fiscal year. Such 
request shall be made on or before February 20th of each year. The 
estimate required herein shall contain estimates of the total of each of the 
items contained on the assessment roll as well as the estimated total 
valuation. 
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Who Pays What?
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SFR Taxes Paid Proportional to Share of 
Total Parcels

SFR; 76,140 parcels; 79% 
MFR; 4,998 parcels; 5% 

Commercial; 2,912 parcels; 
3% 

Industrial; 548 parcels; 1% 

Agricultural; 256 parcels; 
0% 

Misc; 744 parcels; 1% 

Vacant; 5,741 parcels; 6% 

Exempt / Non-Tax; 4,896 
parcels; 5% 

79% of County Parcels are SFR 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Misc comprised of County categories: Historical, Common Areas, Open 
Spaces, Taxable Utilities, and Tax Defaulted Properties. Percentages rounded. 

SFR; $55,419,927,447 ; 
80% 

MFR; $4,985,761,995 ; 
7% 

Commercial; 
$6,744,662,856 ; 10% 

Industrial; $791,565,124 ; 
1% 

Agricultural; 
$157,239,107 ; 0% 

Misc; $595,283,075 ; 1% 
Vacant; $740,342,137 ; 

1% Exempt / Non-Tax; 
$137,114,595 ; 0% 

80% of AV in County is SFR 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Misc comprised of County categories: Historical, Common Areas, Open 
Spaces, Taxable Utilities, and Tax Defaulted Properties. Percentages rounded. 
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20% of SFR Parcels = 51% of SFR AV

$0  to $250,000 , 18,396 
parcels, 24% 

$250,001  to $500,000 , 
17,680 parcels, 23% 

$500,001  to 
$1,000,000 , 24,695 

parcels, 33% 

$1,000,001  to 
$5,000,000 , 15,018 

parcels, 20% 

$5,000,001  to 
$10,000,000 , 310 

parcels, 0% $10,000,001  & Greater, 
41 parcels, 0% 

80% of SFR Parcels have an AV of $1,000,000 or Less 

  

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 

$0  to $250,000 ; 
$2,701,782,514 ; 5% 

$250,001  to $500,000 ; 
$6,593,132,099 ; 12% 

$500,001  to 
$1,000,000 ; 

$17,763,355,034 ; 32% 
$1,000,001  to 
$5,000,000 ; 

$25,653,176,901 ; 46% 

$5,000,001  to 
$10,000,000 ; 

$1,995,136,655 ; 4% 

$10,000,001  & Greater; 
$713,344,244 ; 1% 

51% of SFR AV is from Parcels with an AV Over $1,000,000 

  

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 



Marin County Office of Education - Page 60 © 2016 Government Financial Strategies 

Why the Average May Not Be Typical



Marin County Office of Education - Page 61 © 2016 Government Financial Strategies 

Understanding Who Pays What
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Tax 
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Property Type Descriptions 

Noticable Variance Between Average and Median Assesed Values for all 
Property Types 

Average Median 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Misc comprised of County categories: Historical, Common Areas, Open 
Spaces, Taxable Utilities, and Tax Defaulted Properties. 
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Median SFR Price Double Median SFR AV 
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24% of MFR Parcels = 68% of MFR AV

$0  to $500,000 ; 2,322 
parcels; 47% 

$500,001  to 
$1,000,000 ; 1,469 

parcels; 29% 

$1,000,001  to 
$2,000,000 ; 792 parcels; 

16% 

$2,000,001  to 
$5,000,000 ; 320 parcels; 

6% 

$5,000,001  to 
$10,000,000 ; 57 parcels; 

1% 

$10,000,001  to 
$20,000,000 ; 21 parcels; 

1% 

$20,000,001  & Greater; 
17 parcels; 0% 

76% of MFR Parcels Have an AV of $1,000,000 or Less 

  

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 
$0  to $500,000 ; 

$561,553,064 ; 11% 

$500,001  to 
$1,000,000 ; 

$1,060,080,456 ; 21% 

$1,000,001  to 
$2,000,000 ; 

$1,080,359,209 ; 22% 

$2,000,001  to 
$5,000,000 ; 

$933,146,556 ; 19% 

$5,000,001  to 
$10,000,000 ; 

$370,314,319 ; 7% 

$10,000,001  to 
$20,000,000 ; 

$272,404,486 ; 6% 

$20,000,001  & Greater; 
$707,903,905 ; 14% 

68% of MFR AV is from Parcels with an AV Over $1,000,000 

  

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 
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45% of Comm. Parcels = 90% of Comm. AV

$0  to $500,000 ; 1,058 
parcels; 36% 

$500,001  to 
$1,000,000 ; 561 parcels; 

19% $1,000,001  to 
$2,000,000 ; 630 parcels; 

22% 

$2,000,001  to 
$5,000,000 ; 412 parcels; 

14% 

$5,000,001  to 
$10,000,000 ; 135 

parcels; 5% 

$10,000,001  to 
$20,000,000 ; 58 parcels; 

2% 

$20,000,001  & Greater; 
58 parcels; 2% 

55% of Commercial Parcels Have an AV of $1,000,000 or Less 

  

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 

$0  to $500,000 ; 
$270,525,243 ; 4% 

$500,001  to 
$1,000,000 ; 

$411,113,414 ; 6% 

$1,000,001  to 
$2,000,000 ; 

$898,315,092 ; 13% $2,000,001  to 
$5,000,000 ; 

$1,239,394,280 ; 18% 

$5,000,001  to 
$10,000,000 ; 

$919,202,310 ; 14% 

$10,000,001  to 
$20,000,000 ; 

$821,154,095 ; 12% 

$20,000,001  & Greater; 
$2,184,958,422 ; 33% 

90% of Commericial AV is from Parcels with an AV Over $1,000,000 

  

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 
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Significant Majority of Parcels Locally Owned

Marin County; 82,920 
parcels; 86% 

California; 10,386 parcels; 
11% 

Out of State; 2,758 
parcels; 3% 

Out of Country; 171 
parcels; 0% 

86% of Tax Bills are Sent Within Marin County 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 
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Top 20 Taxpayers

Top 20 Taxpayers; 
$2,623,113,072 ; 4% 

Excluding Top 20 
Taxpayers; 

$66,948,783,264 ; 
96% 

Top 20 Taxpayers (by Billing Address) Comprise 4% of Total AV 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 

% of # of Owner/Mailing
Net Value Owners County's AV Parcels Location

$402,568,834 PACIFIC GAS AND ELECTRIC CO. 0.6% 3 California
$395,709,749 BIOMARIN PHARMACEUTICAL INC 0.6% 22 Marin County
$309,157,633 CORTE MADERA VILLAGE LLC 0.4% 10 California
$147,411,464 RP MAXIMUS COVE OWNER L L C 0.2% 8 California
$128,000,000 NOVATO FF PROPERTY LLC 0.2% 3 California
$119,829,880 SKYWALKER PROPERTIES LTD 0.2% 21 California
$119,048,884 SKYWALKER PROPERTIES LTD LLC 0.2% 1 Marin County
$109,944,555 RPR LARKSPUR OWNER L L C 0.2% 6 Out of State
$100,349,697 770 TAMALPAIS DR INC 0.1% 11 Marin County

$90,141,879 NORTH COAST LAND HOLDINGS LLC 0.1% 12 Marin County
$84,022,447 JCC CAL PROPERTIES LLC 0.1% 8 Out of State
$84,000,000 HL NOVATO, LLC 0.1% 7 Out of State
$77,050,781 SCARPA STEVEN J 0.1% 14 Marin County
$70,901,753 MARIN COUNTRY MART LLC 0.1% 1 California
$70,477,680 TEACHERS INSURANCE & ANNUITY ASSOC OF AMER 0.1% 248 Out of State
$67,111,589 CA-LARKSPUR LANDING OFFICE PARK L P 0.1% 4 Out of State
$64,942,926 AIMCO MADERA VISTA LLC 0.1% 3 Out of State
$63,167,329 REEP-OFC DRAKES LANDING CA LLC 0.1% 2 California
$59,962,772 NORDSTROM INC 0.1% 1 Out of State
$59,313,220 195-205 TAMAL VISTA BOULEVARD LLC 0.1% 1 California

$2,623,113,072 3.8% 386
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Top 20 Taxpayers Mostly Comm. & MFR

MFR; $510,304,234 ; 
21% 

Commercial; 
$1,368,599,005 ; 56% 

Industrial; $126,113,865 ; 
5% 

Misc; $402,568,834 ; 
17% 

Vacant; $20,386,222 ; 1% 

Commercial, Industrial, and MFR Account for 82% of the AV for 
the Top 20 Taxpayers (by Billing Address) 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Misc comprised of County categories: Historical, Common Areas, Open 
Spaces, Taxable Utilities, and Tax Defaulted Properties. Percentages rounded. 
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Top 20 Taxpayers Mostly “Foreign”

Marin County; 
$782,300,990 ; 30% 

California; 
$1,300,350,113 ; 49% 

Out of State; 
$540,461,969 ; 21% 

For Top 20 Taxpayers (by Billing Address), 70% of AV 
is Owned Outside of Marin County 

Note: 2016-17 assessment roll as provided by Marin County Assessor's office. Percentages rounded. 
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Ensuring Fiscal Responsibility
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Historical Assessed Value Trends 

Section 4: Page 4 

Assessed Value Annual Amounts & Percentage Changes 

Important to Review What is Presented

✔  AV Grew from 1997-98 to 1998-99 but the percentage change is shown as negative – it 
appears the numerator and denominator in the calculation were reversed. 

✔  Average mu l t i - yea r 
changes displayed are 
the average of the  
percentage changes 
over the given number 
of years; this does not 
t a k e i n t o a c c o u n t 
compounding (and the 
20+ year data reported 
r e f l e c t s  t h e 
miscalculated 1998-99 
change). 

✔  To under s tand the 
significant effect of such 
a seemingly small error:  
the 10 year average 
growth rate is shown as 
4.271%, when the CAGR 
is actually 2.412% 
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“Strict Accountability . . . 

u in Local School Construction Bonds Act of 2000” 
▶ Five methods of accountability 

● Citizens’ Oversight Committee 
● Financial Auditing 
● Performance Auditing 
● Court Restraint and Prevention of Any Expenditure 

of Funds 
● Law Enforcement Pursuit in the Event of Allegation 

or Misuse of Bond Funds  
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Accountability - Traditional Measures

u Financial Reporting 

u Auditing 

u Performance Auditing 

u Comparison of Metrics to Standards 

✔  All of these are after the fact. 
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Stages of a Bond Measure

u Considering a bond measure 
 
 
u Implementing a bond measure 
 
 
u Managing the bond portfolio 
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Ask Questions Before, During and After
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The Least You Should Know . . .

u Answers to these 6 questions: 
1.  Why is the District wanting to issue bonds 

(meaning taxpayers are borrowing)? 

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

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

4.  What are the projected tax rates? 

5.  What is the likelihood the projected tax rates will be 
sufficient to repay the bonds? 

6.  What is the cost of funds and is this reasonable? 
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Please Don’t Delegate Understanding
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Questions and Discussion?
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Appendix

u Best Practices Case Study 
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u How a newly minted CBO faced  
down potential insolvency  
utilizing GFOA Best Practices,  
wisdom and good humor. 
▶ Previously a kindergarten  

teacher and administrator  
on the curriculum side 

▶ Here’s the story . . . 

Best Practices Case Study
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u New CBO appointed. 
▶ Immediate need to implement budget cuts and focus on 

fiscal solvency. 
 
u County Office of Education asked the CBO about District’s 

bond anticipation note repayment. 
▶ CBO didn’t know anything about BANs generally or the 

District’s BANs, and began to investigate. 

✔ CBO wanted to understand the situation and why COE was 
signaling an alert. 

Early Warning System
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u The District had a general obligation bond measure in 2006 
▶ Requested bond authorization of $275.0 million 
▶ Based on tax base at the time, bonding capacity was only

$157.6 million 
u Running out of Road: 

▶ The District first issued bonds in 2006 
▶ As tax base declined, bonds (with CAB structure) were 

issued in 2008 
▶ As tax base decline continued, District issued a BAN 

(which obligated the General Fund) in 2009 
✔  The District issued increasingly more expensive and risky 

debt to continue with a plan which could not be 
implemented as originally envisioned. 

How the Situation Began
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u BAN payment of $106 million due December 2012 
▶ Remaining bonding capacity down to $85 million 
▶ Tax levy was at $75 per $100,000 of assessed value 
● Maximum projection under Proposition 39 (55% voter 

approval bonds) is $60 per $100,000 of assessed value 
for a unified school district 

u General fund obligated to repay the debt in the event the 
District could not issue a sufficient amount of bonds 

✔ The CBO made a very wise and crucial decision: stop the 
failing plan. 
­  The District halted expenditures from its BAN funds and 

reserved the remaining $58 million to repay the BAN.  
Financial shortfall dropped; $106 million è $48 million 

The Crisis Facing the CBO
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u Apparently, there was some historical thinking related to the 
issuance of the BANs, that the District would be able to issue 
COPs to repay the BANs. 

 
u The District had outstanding COPs that were being repaid by 

CFD revenues. 
▶ Available CFD revenues could only support $12 million in 

new borrowing 
▶ General Fund could not afford COP payments 
▶ COE would not approve issuance of COPs 

Why Not Issue COPs?
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u The CBO initially thought the underwriter was its advisor. 
u COE helped the CBO understand the difference between an 

underwriter and an advisor. 
▶ An advisor represents the District. 
▶ An underwriter represents investors. 

● New rules have been established for underwriters by 
the Securities and Exchange Commission and 
Municipal Securities Rulemaking Board as a result of 
the Dodd-Frank Act to make this more clear. 

● Many underwriters and other consultants provide 
advice – but are not fiduciaries. 

Seeking Advice
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u The CBO decided to hire an independent financial 
 advisor.  
“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.” 

•  GFOA Best Practice on Selecting Financing  
Advisors 

u The financial advisor created a plan that, through  
debt structuring, cut the estimated cost of repaying 
 debt issued to repay the BAN in half (from $400  
million to $200 million) from what the underwriter  
had proposed. 

First GFOA Best Practice
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u District started to think about finance strategically 
▶ In terms of financial risk management 
▶ Not just in terms of facilities goals and community politics 

District Adopted a New Perspective
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u Public workshops were held 
▶ At meetings of the School Board and the Citizens’ Bond 

Oversight Committee 
 

u The Superintendent and CBO held meetings with: 
▶ The COE Staff 
▶ County Treasurer Staff 
▶ County Counsel 
▶ County Administrator’s Office Staff 
▶ County Supervisors 
▶ City Staff 
▶ City Council Members 

District Sought Input 
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Another’s Publicity Affects District
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u At School Board meeting where financing was to be 
approved,  full capacity audience, unrelated to the 
financing. 

u Board’s legal counsel changed firms midway through 
financing process. 

u Prior underwriter and bond counsel needed to be extracted 
from the process. 

u District’s new bond counsel forced to quit because while 
personally supported effort, blocked by firm’s internal 
politics. 

u School Board member from outside the County 
commenting. 

Political and Management Milieu
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u Taxpayers and community generally unconcerned. 
▶ Public comment suggested the District get on with solving 

the financial problem. 
▶ Community valued the facilities improvements. 
▶ Consistent with our experience 

● Since the Attorney General issued its January 2009 
legal opinion that “cash out general obligation bond 
refinancings” were unconstitutional, we know of no 
taxpayer lawsuit over the higher resulting taxes. 

▶ If taxpayers are willing to pay, why not get more value for 
students and the community with those taxes? 

View of Those Burdened with Expense
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u The CBO decided to use a competitive bid process to sell the 
bonds. 
“The GFOA believes that the presence of the following 
factors may favor the use of a competitive sale: 

● The rating of the bonds, either credit-enhanced or 
unenhanced, is at least in the single-A category. 

● The bonds are general obligation bonds or full faith and 
 credit obligations of the issuer or are secured by a 
strong, known and long-standing revenue stream. 

● The structure of the bonds does not include innovative 
or new financing features that require extensive 
explanation to the bond market.”  
– GFOA Best Practice on Selecting Method of Sale 

Second GFOA Best Practice



Marin County Office of Education - Page 92 © 2016 Government Financial Strategies 

u Because of outstanding non-callable bonds, the District had 
to utilize Capital Appreciation Bonds, which are expensive, 
and lately, have been negatively portrayed in the news. 
▶ However, by including an option for the bonds to be 

called and repaid early, the District preserved the 
flexibility to improve its debt situation in the future should 
market conditions improve. 
“Evaluate carefully whether structural features, such as 
call features and original issue discount, that impact the 
true interest cost (TIC) of a bond offering, but limit future 
flexibility in managing the debt portfolio, will result in 
greater overall borrowing costs.” 
•  GFOA Best Practice on Pricing Bonds in a 

Negotiated Sale 

Third GFOA Best Practice
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u District issued bonds to repay the BANs combined with a 
refinancing. 
▶ Refinancing enabled the bonds which needed to be 

issued to repay the BANs to be structured more 
efficiently. 

▶ Economies of scale saved on costs of issuance. 
“Refundings may be undertaken for a number of 
financial and policy objectives, including to achieve debt 
service savings, eliminate restrictive bond/legal 
covenants, restructure the stream of debt service 
payments, or achieve other policy objectives.” 
•  GFOA Best Practice on Analyzing and Issuing 

Refunding Bonds 

Fourth GFOA Best Practice
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Projected Levies After Refinancing
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Tax Levies per 
$100,000 of AV 

Fiscal Year Beg. July 1 

Refinancing Frees Up Taxing Authority for New Issuance; Tax Levies Within $60 
Maximum Projection for All Years With Taxation Resulting From New Debt Issuance 

Tax Levy Attributable to 1990 Election 

Tax Levy Attributable to 2006 Election 

Max Proj Tax Levy for 55% Voter Approval Bond 

Actual tax levies provided by San Bernardino County Auditor-Controller's Department. Tax levies are calculated based on current and following fiscal year's total debt service 
collection required, with one levy being assigned per year for the District's voter-approved debt. Net local secured assessed value is assumed to grow at 0% for 2012-13, 
1.0% for 2013-14, 2.0% for 2014-15, 3.5% for 2015-16, and 5.0% annually thereafter, while all other types of assessed value are assumed to remain unchanged. 

Actual 

Projected 

Tax levies savings 
from refinancing 
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New Issuance  
Stays Within $60 Constraint

$0  

$25  

$50  

$75  

$100  

$125  

$150  

$175  

$200  

2011 2013 2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035 2037 2039 2041 2043 2045 2047 2049 

Tax Levies per 
$100,000 of AV 

Fiscal Year Beg. July 1 

Refinancing Frees Up Taxing Authority for New Issuance; Tax Levies Within $60 
Maximum Projection for All Years With Taxation Resulting From New Debt Issuance 

Tax Levy Attributable to 1990 Election 

Tax Levy Attributable to 2006 Election 

Max Proj Tax Levy for 55% Voter Approval Bond 

Actual tax levies provided by San Bernardino County Auditor-Controller's Department. Tax levies are calculated based on current and following fiscal year's total debt service 
collection required, with one levy being assigned per year for the District's voter-approved debt. Net local secured assessed value is assumed to grow at 0% for 2012-13, 
1.0% for 2013-14, 2.0% for 2014-15, 3.5% for 2015-16, and 5.0% annually thereafter, while all other types of assessed value are assumed to remain unchanged. 

Actual 

Projected 

Tax levies savings 
from refinancing Tax levies resulting 

from new issuance 
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u New Money Borrowing to Repay BANs 
▶  Bidding Saves $5 Million 

 
 
u Refinancing for Taxpayer Savings 

▶  Bidding saves $2.2 Million 

Savings From Competitive Bidding
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u We originally planned to issue $50,173,254 to repay the 
BANs, but we were able to lower the par amount to 
$47,259,440, due to identification of the additional $963,905  
of available Building Fund balance for the BAN repayment 
plus savings on financing costs to be paid from bond 
proceeds (costs of issuance and underwriting discount). 
▶ Thus, the District has an additional $2.9 million of bonding 

authority remaining beyond the $25.2 originally estimated 
(an improvement of more than 10%). 

u The County Treasurer was concerned about the ratio of debt 
service to gross borrowing, which we originally projected at 
3.9 to 1.  
▶ Borrowing less at less cost brought this ratio down to  
    3.7 to 1. 

Continual Improvement
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u GFOA Best Practices followed: 
▶ Hiring a financial advisor 
▶ Selecting a competitive sale 
▶ Considering call features 
▶ Refinancing for savings 

u Additional practices done well: 
▶ Responsiveness to COE Concern 
▶ Coordination with COE 
▶ Having the courage to change course 
▶ Research and analysis to make and support decision 
▶ Transparency 
▶ Seeking input 
▶ Active management 
▶ Cost control 

Beyond GFOA Best Practices


