STATE BOARD OF EDUCATION – TOPIC SUMMARY

Topic: 2013 Spring Bond Sale for Capital Construction Project 
Date:    January 25, 2013
Staff/Office: Camille Preus, CCWD
Action Requested:  FORMCHECKBOX 
   Information only     FORMCHECKBOX 
  Policy Adoption   FORMCHECKBOX 
  Policy Adoption/Consent Calendar 
ISSUE BEFORE THE BOARD: Approval of the resolution to sell Article XI-G Bonds for a capital construction project at Columbia Gorge Community College.

BACKGROUND: Senate Bill 5506, 2009 Legislative Session, authorized the State Board of Education to issue $8,000,000 in general obligation bonds for the Columbia Gorge Community College with the proceeds to be used to finance capital construction of a workforce building.  These bonds were authorized under Article XI-G of the Oregon Constitution.

Article XI-G bonds are issued to acquire, construct, improve, repair, equip and furnish, buildings, structures, land, and other projects or parts thereof, and to purchase or improve sites thereof. The projects are designated by the Legislative Assembly for community colleges authorized by law to receive state aid. The amount of the bonds issued is matched by an amount that is at least equal to the amount of the indebtedness. The match is provided by the community colleges. The Legislature established a mechanism whereby the match may be generated through gifts and/or federal and local governmental funds. 

A November 2010 bond levy by the college to secure their match failed. In an effort to raise their match in order to qualify for Article XI-G bond financing, they have partnered with the State Military Department in the construction of a joint Oregon National Guard armory and Workforce Building. The Military Department is providing the $8,000,000 in match funds from their federal construction grant.  The sale is currently scheduled for May 2013. 

 SEQ CHAPTER \h \r 1RESOLUTION FOR THE SALE OF ARTICLE XI-G BONDS
	2013 Spring Bond Sale for Capital Project

	Columbia Gorge Community College Project – Workforce Building

	A Total of $8,000,000 Recommended for Sale for Article XI-G Bonds


Summary
The staff will recommend the Board approve a request to the State Treasurer to issue $8,000,000 of bonds under authority of Article XI-G of the Oregon Constitution. This sale is currently scheduled to be held in May 2013. The total sale requested is for $8,000,000. The college’s project included in this sale has received both Board and Legislative approval.

Staff Report to the Board

Background. Senate Bill 5506, 2009 Legislative Session, authorized the State Board of Education to issue $8,000,000 in general obligation bonds for the Columbia Gorge Community College with the proceeds to be used to finance capital construction of a workforce building.  These bonds were authorized under Article XI-G of the Oregon Constitution.
Article XI-G bonds are issued to acquire, construct, improve, repair, equip and furnish, buildings, structures, land, and other projects or parts thereof, and to purchase or improve sites thereof. The projects are designated by the Legislative Assembly for community colleges authorized by law to receive state aid. The amount of the bonds issued is matched by an amount that is at least equal to the amount of the indebtedness. The match is provided by the community colleges. The Legislature established a mechanism whereby the match may be generated through gifts and/or federal and local governmental funds.  The Department last issued Article XI-G bonds in April 2011.
This sale will include a project authorized by the 2009 legislative session:
2009 – 2011 Community College Bill Authorization
As approved, Senate Bill 5506, Section 7, (Chapter 904, Oregon Laws 2009) authorized a maximum issuance of $8,000,000 for the Columbia Gorge Community College – Workforce Building in 2009-11. The college was unable to secure their match during the 2009-11 biennium and authority to sell these bonds was carried forward to the 2011-13 biennium.
Request for Board Authorization to Issue. The Department is now seeking authorization from the Board to issue a total of $8,000,000 in Article XI-G bonds as part of a sale currently planned by the State Treasurer for May 2013.

Article XI-G bond issuance costs are estimated at 2% ($16,000) and will be deducted from the bond sale proceeds for this project. 

Prior to sale, the Department’s bond counsel may designate a portion of the sale as taxable, due to space utilization and ownership of the building by the federal government which is considered a private entity in this project to be financed under this sale. 

Two tables are provided after the resolution, to display information on this project and information on debt services issues:
· Table A, included in the resolution, identifies the Article XI-G project recommended for the May 2013 Bond Sale. 
· Table B, projects the 2013-15 biennial debt service payments for both the Article XI-G and Lottery bonds, including an estimate of debt service requirements for the proposed Columbia Gorge Community College project, assuming approval of the proposed May 2013 Bond Sale.  
Resolution for the Sale of Bonds for the Columbia Gorge Community College Capital Project
The resolution that will be before the Board authorizes staff to pursue the sale of bonds for the Columbia Gorge Community College Capital Project currently identified by the college as needing bond financing consistent with the overall bond limitation imposed by the Legislature for the period 2011-13 biennium.

Staff Recommendation to the Board
Staff will recommend that the Board adopt, at the March 2013 meeting, the following resolution: 
· finding that the project for which Article XI-G bonds are proposed meets the requirements of Senate Bill 5506, Section 7,  and

· authorizing the sale of Article XI-G bonds.
(Resolution on following page)

RESOLUTION FOR THE SALE OF BONDS FOR CAPITAL PROJECTS
WHEREAS, ORS 286.031 states, in part, that the State Treasurer shall issue all general obligation bonds of this state after consultation with the state agency responsible for administering the bonds proceeds; and

WHEREAS, ORS 286.033 states, in part, that the state agency shall authorize issuance of bonds subject to ORS 286.031 by resolution; and

WHEREAS, ORS Chapters 341, 288, and 286 provide further direction as to how bonds are sold and proceeds administered; and

WHEREAS, Chapter 904, Oregon Laws 2009, lists those projects that may be financed pursuant to Article XI-G of the Oregon Constitution; and

WHEREAS, it is appropriate for this Board to authorize the State Treasurer to issue bonds for projects authorized by previous Legislation and pending bills, once adopted by the Legislature and signed into law by the Governor, and in amounts not greater than authorized by the bond bill and for other projects specified as may be provided by law as otherwise required by law for the 2009-11 biennium without requiring further action of this Board;

NOW, THEREFORE, be it resolved by the State Board of Education of the State of Oregon as follows:

Section 1. Article XI-G Projects. Pursuant to Article XI-G of the Oregon Constitution, the Board hereby finds that the project listed in the attached Table A appears to the Board to be a project in which Columbia Gorge Community College, with an equal matching amount to be provided by the Oregon Military Department from their own federal construction grant sources, as required by the various sections of the Oregon Laws are authorized to be sold under Article XI-G to provide funds to pay for this project and costs of issuance of these bonds.

In accordance with guidance provided to the Department from the State Treasurer’s office, approximately 2% issuance cost for Article XI-G bonds will be deducted from the bond proceeds to cover underwriting and other costs associated with the sale. This will reduce the amount of funds available for actual project costs. 

Section 2. Terms, Sale and Issuance. The bonds authorized by this resolution (the "Bonds"), shall be issued in such series and principal amounts as the State Treasurer, after consultation with the Commissioner of the Department of Community Colleges and Workforce Development or the Commissioner’s designee (the “Designee”), shall determine are required to fund the project described in Section 1 of this resolution.  The Bonds shall mature, bear interest and otherwise be structured, sold and issued as the State Treasurer determines after consultation with the Commissioner. The maximum net effective interest rate for the Bonds shall not exceed 10 percent per annum.

Section 3. Maintenance of Tax-Exempt Status. The Commissioner, or the Designee are hereby authorized to covenant, on behalf of the Board, to comply with the provisions of the Internal Revenue Code of 1986, as amended (the "Code"), that are required for interest on tax-exempt Bonds to be excluded from gross income for federal income taxation purposes.

Section 4. Other Action. The State Treasurer, the Commissioner, or Designee, is hereby authorized, on behalf of the Board, to take any action that may be required to issue, sell, and deliver the Bonds in accordance with this resolution.

	Table A


			
	May 2013 Article XI-G Bond Sale


			
	Community College

	Description

	XI-G Bonds


	SB5506(2009):

Columbia Gorge
	Workforce Building

Integrated Workforce Innovation Center and Oregon National Guard Readiness & Training Center.
	$8,000,000

	TOTAL  

	 

	$8,000,000


	
	
	
	
	
	


	Table B
CCWD DEBT SERVICE


	Community College
	 
	
	IX-G 2013-15 Debt Service

	
	XI-G Bonds
	
	Principal
	Interest
	 Total 

	March 2007 Bond Sale 1
	$25,900,000 
	
	$1,080,000
	$2,027,358
	$3,107,358

	October 2008 Bond Sale 2
	$4,900,000 
	
	$375,000
	$482,780
	$857,780

	April 2009 Bond Sale  3
	$55,666,250 
	
	$3,170,000
	$3,773,403
	$6,943,403

	April 2011 Bond Sale  4
	 
	
	 
	 
	 

	Central Oregon (reauthorized from 2007)
	$5,778,000 
	
	$297,604
	$446,966
	$744,570

	Central Oregon
	$5,700,000 
	
	$293,587
	$440,932
	$734,519

	Chemeketa
	$6,255,000 
	
	$322,173
	$483,865
	$806,038

	Lane
	$8,000,000 
	
	$412,052
	$618,852
	$1,030,904

	Oregon Coast
	$2,000,000 
	
	$103,013
	$154,713
	$257,726

	Portland 
	$8,000,000 
	
	$412,052
	$618,852
	$1,030,904

	Treasure Valley
	$3,000,000 
	
	$154,519
	$232,070
	$386,589

	SUBTOTAL  
	$38,733,000 
	
	$1,995,000
	$2,996,250
	$4,991,250

	April 2013 Bond Sale  5
	 
	
	 
	
	 

	Clackamas (reauthorized)
	$8,000,000 
	
	$205,000
	$837,000
	$1,042,000

	Columbia Gorge (reauthorized)
	$8,000,000 
	
	$205,000
	$837,000
	$1,042,000

	Umpqua (reauthorized)
	$8,500,000 
	
	$225,000
	$889,200
	$1,114,200

	SUBTOTAL  
	$24,500,000 
	
	$635,000
	$2,563,200
	$3,198,200

	
	
	
	 
	
	 

	 
	 
	
	 
	
	 

	XI-G GRAND TOTAL
	$149,699,250 
	 
	$7,255,000
	$11,842,990
	$19,097,990

	
	
	
	
	
	

	1 Debt Service based on actual rate of 4.4%

	2 Debt Service based on actual rate of 5.6%

	3 Debt Service based on actual rate of 3.9%

	4 Debt Service based on actual rate of 4.24%

	5 Debt Service based on estimate of 6.0% over 30 yrs
	
	
	
	

	6 Debt Service based on estimate of 5.25% over 25 yrs
7 Debt Service based on DAS estimate assuming sale is
  approved by State Treasurer
	
	
	
	

	
	
	
	
	
	

	 
	 
	
	Lottery 2013-15 Debt Service

	 
	Lottery Bonds
	
	Principal
	Interest
	Total

	April 2009 Sale - SB 338   6
	$43,862,850 
	
	$3,520,000
	$4,031,475 
	$7,551,475 

	April 2010 Sale - SB 5506   6
	$10,000,000 
	
	 
	$873,133
	$873,133

	SUBTOTAL 6
	$53,862,850 
	
	$3,520,000
	$4,904,608
	$8,424,608

	 
	 
	
	 
	
	 

	March 2011 Sale - SB 5506   6
	$3,700,000 
	
	 
	$371,205
	$371,205

	April 2013 Sale - HB 5202     

	 
	 
	
	
	 

	Blue Mountain
	$465,037
	 
	
	
	 

	Central Oregon
	$500,000
	 
	
	
	 

	   Chemeketa
	$1,000,000
	 
	

	   Clackamas
	$800,000
	 
	
	
	 

	   Clatsop
	$281,785
	 
	
	
	 

	   Columbia Gorge
	$297,193
	 
	
	
	 

	   Klamath
	$300,000
	 
	
	
	 

	   Lane
	$1,000,000
	 
	
	
	 

	   Linn-Benton
	$800,000
	 
	
	
	 

	   Mt. Hood
	$800,000
	 
	
	
	 

	   Oregon Coast
	$273,235
	 
	
	
	 

	   PCC
	$1,000,000
	 
	
	
	 

	   Rogue
	$500,000
	 
	
	
	 

	   Southwestern
	$387,200
	 
	
	
	 

	   Tillamook Bay
	$300,000
	 
	
	
	 

	   Treasure Valley
	$500,000
	 
	
	
	 

	   Umpqua
	$400,000
	 
	
	
	 

	                                                 SUBTOTAL  7
	$9,604,450
	 
	$980,000
	$803,779
	$1,783,779

	 
	 
	 
	 
	
	 

	 
	 
	
	 
	
	 

	 
	 
	
	 
	
	 

	Adjust to DAS Budget
	 
	
	 
	$2
	$2

	LOTTERY GRAND TOTAL
	$57,562,850 
	
	$4,500,000
	$6,079,594
	$10,579,594

	
	 
	
	
	
	

	XI-G and LOTTERY GRAND TOTAL
	$207,262,100 
	
	$11,755,000
	$17,922,584
	$29,677,584
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