
CFAC meeting 7-20-10 

 Financial update 

o FY 2011 budget draft 

 Balanced operating budget 

 $500K excess 

 Based on Gov. original budget including $450 decrease in GSA foundation 

 New budget 

 GSA level funding 

 Major hole 

 $3.7B pension payment 

 Can we rely upon it? 

o If they address the pension payment 

o If federal stimulus dollars become available 

 Restoration plan; compelling reason 

 Final bond issue for MVHS project 

o I think everyone here is aware that the location of MVHS and resulting boundary 

changes have left some people in the 204 community unhappy 

o The Board and administration has been determined to get the negativism behind us; 

rebuild trust with community to the high level it was in the past 

o Meantime I’ve got at least one board member who is more interested in bringing the 

district down 

o I’m hoping that the CFAC can help defuse her efforts 

o Since the decision was made to build the new HS on Eola Rd. in early 2008, the 

financial plan has included issuing bonds near the end of the project to close out the 

work. 

o We have a bit more than $8M in remaining bonding authority but anticipate the bond 

issue to come in around $5M to $6M.  Relatively small amount in relationship to the 

district’s total bonded debt of $323M and total EAV of $5B 

o If you recall, the board promised to restructure our bonded debt, lower the B&I 

portion of the tax bill, and maintain that lower tax amount over the next 20 years, 

while building a new high school.  No small feat. 

o That commitment hasn’t changed. 

o The remaining bond authority was created from premiums associated with the 2006 & 

2007 original bond issues for the project.  

o A number of years ago the Daily Herald attacked “premium” bonds and criticized 

practices of some area districts.  (Not D204) created a bad name for premiums 



o Premiums occur naturally in the market; more often than not; in fact underwriters 

want premiums to make their ability to sell the bonds more attractive; premiums are 

not in themselves bad; in fact they’re good 

o But some district’s have misused them.  Valley View Community School District 365U 

told voters in 2002 that $143.2 million would cover the total cost of the building plan 

for the district. 

o Soon thereafter, the district borrowed $215.2 million, $72 million more than voters 

authorized via referendum.  About 50% more.  I don’t know how you justify that. 

o Although the additional authority was created by premiums, our financial advisors, 

Elhers & Associates have projected that we can issue up to $8.18M in additional bonds 

and still meet all the targets we set during the referendum and continue to maintain 

that lower B&I tax bill for that average $300K home (which today is worth a bit more 

than $352K) at the $600 figure, even with the value of that home escalating or de-

escalating over time.   

o To me, that’s the bottom-line way to evaluate whether we have been straight up with 

the tax payers.  How much did we say they would pay and how much will they actually 

pay. 

o We are also investigating earmarking land cash donations to further defray the cost of 

this bond issue, if not fully cover it.   

o And we’re suggesting the board earmark any dollars from the sale of the 25 acres, 

above and beyond the $5M Debt Certificates repayment to used to offset the cost of 

the bonds. 

o So, we’re doing all we can to minimize, if not eliminate the cost of the issuance to tax 

payers. 

o To add more intrigue, this bond issue will include the final amount owed to the Brache 

Brodie trusts for legal fees associated with the board’s decision to vacate the eminent 

domain case.  We anticipate the judge making her determination within a month to a 

couple of months as to that amount.   

o We fully anticipate that those who are unhappy with the high schools location, to 

criticize this bond issue and results of the legal fees case 

o My question to this committee is would you feel comfortable reviewing the financial 

plan for the MVHS project with me and making some observations such as: 

 The board decision to move the location of the new high school included a 

revised financial plan that addressed the additional costs associated with: 

 Change in location 

 Delayed start 

 Compressed construction schedule 

 Sometimes we forget the tough hand the district was dealt 



 On the flip side of the delay, there were some significant advantages: 

 We had more time to earn interest resulting in additional income 

 We were able to take advantage of lower cost of financing as bond rates 

came in less than originally anticipated 

 That at the time of the decision the board’s financial plan was based on: 

 Limiting spending to projected revenue (including interest, available 

construction funds, and bond proceeds) 

 Opening the building as soon as possible 

 And, most importantly, continue to meet the commitment made during 

the referendum to restructure the district’s bonded debt (key criteria) 

 Bottom-line for taxpayers remains the same if not better 

 We continue to fall within the annual amortization targets as presented 

during the referendum (and I can provide information that supports this) 

 The average home continues to pay the reduced annual B&I tax that was 

presented during the referendum (and I can show you how I calculate this) 

o If the committee would be comfortable make essentially these statements, it would go 

a long way toward keeping the naysayers at bay. 

o I do have to warn you, the committee may become a target of the blogs 

o May want to recommend a bond policy; offer to assist 

o If yes, process 

o Reports I’ll provide: 

 Referendum materials that document commitment 

 Comparison of amortization projections from referendum compared to current 

amortization schedules plus new issue 

 History and projection of property taxes for “average $300K home” 

 Land cash donation projection 

 Let me think what else 


