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Political Context in the Pandemic
• Governor Newsom, Year 2
– 2019: Vetoed 16.5% of bills
– Relationship between the Legislature and Administration – accountability
and oversight

• Legislature is focusing on top priorities in 2020
–
–
–
–

COVID-19 crisis response and recovery
Affordable housing and homelessness
Disaster response and recovery
Sunset extensions

• SB 89 and SB 117 – Early COVID-19 emergency funding
– SB 89 provides up to $1 billion for statewide response
– SB 117 provides $100 million to schools for PPE, supplies, labor to clean
facilities

Political Context in the Pandemic, Cont’d.
• Governor Newsom’s May Revision
– Estimates $54.3 billion deficit
– Budget solutions include increased revenues, reduced spending, borrow from
special funds, deferrals, Federal support
– $19 billion reduction in K-14 Proposition 98 minimum guarantee
– 10% reduction to Local Control Funding Formula base grant and
supplemental/concentration grants

• Legislative Analyst’s Office anticipates two scenarios:
– $18 billion deficit in “U-shaped” recession
– $31 billion deficit in “L-shaped recession

• Local/community funding opportunities are important during economic
downturns

March 2020 Local Bond Results
Total Measures: 149

Total Need Shown: $17,331,378,000
Total Passed

% Passed

Total Need Passed

44

36%

$6,782,975,000

K-12 Bonds: 113

42

37%

$5,039,975,000

CCD Bonds: 8

2

25%

$1,743,000,000

14

50%

K-12 Parcel Taxes: 27

14

52%

CCD Parcel Taxes: 1

0

0%

Total Bonds: 121

Total Parcel Taxes: 28

Local Bond and Proposition 13 Results
• The Public Preschool, K-12, and College Health and Safety
Bond Act of 2020 [Proposition 13] failed on March 3, 2020
– 47.0% Yes vote
– Proposition 13 would have provided $15 billion for school facilities,
including $9 billion for K-12

• Local bond passage rate was dramatically lower than average
– March 2020 passage rate was 36%
– Since 2001 – average passage rate is 84%

What Explains the Dismal March 2020 Results?
• No one reason explains the defeat of the state and local bonds
• A variety of contributing factors:
–
–
–
–
–

A negative voter mood
Concerns about waste, debt, and taxes
No progressive voter turnout surge
Voting obstacles were more likely to impact core supporters
The use of “Prop 13” elicited strong reactions from some voters

• Significant declines in support from core bond supporters: Democrats,
voters over 40, voters of color, Bay Area residents
– Coronavirus concerns impacted turnout
– Stock market drop impacted late voters

• For local bonds – AB 195 ballot label requirements
impacted outcomes

March 2020: Late Voting Absentees Impacted by
Economy

SB 268/AB 195 – Local Bond Ballot Labels
• SB 268 (Wiener, 2019) VETOED due to transparency concerns
• Addressed the issues created by AB 195 (2017) for local tax measures
– State rate, duration, amount raised annually on the ballot label
– Difficult to accurately state for bonds

• AB 195 creates significant voter confusion and decreases support in
polling by 5 to 15 %
• SB 268 created a new option for local bonds and tiered taxes:
– Exempt from AB 195 and instead add “See Voter Guide for tax rate information”
on the ballot label
– New financial disclosures in the Voter Guide

Recent Historical AAA-Rated General Obligation
Tax-Exempt Rates
•
•
•
•

MMD rates set new record lows after Brexit in July 2016 but rose in the wake of the 2016 Presidential election.
In December 2016, the Federal Reserve increased the target fed funds rate for the first time in over a year. They continued to practice
their strategy of gradual rate increases in 2017 by implementing three additional rate hikes.
In July 2019, the Federal Reserve reversed course and cut the target fed funds rate for the first time in 10 years on the back of trade
war fears with China and increasing global economic weakness.
In March 2020 the municipal market hit all-time record lows at various points on the curve and have been volatile since due to the
Coronavirus.

Historical U.S. Treasury Rates
•
•

Yields for the 10-Year, 20-Year and 30-Year maturities of U.S. Treasury Bonds stayed within a tight band
between mid-2005 and late 2008, when the credit crisis caused rates to spread out between maturities.
Rates fell in June 2016 subsequent to Brexit but rose significantly in the wake of the 2016 Presidential
Election. Since the beginning of 2020, rates have been very volatile both up and down due to the Coronavirus.

Themes for the Municipal Market Today and Going Forward

•
•
•
•
•

Current Market Themes
Fed cuts rates 100 bps in emergency meeting
2020 municipal supply
1st Week of inflows after 2 weeks of outflows
Muni/UST ratios very high
US has the most cases of COVID-19 in the
world

Federal Opportunities
• Maintenance and Operations
– Municipal Liquidity Facility (MLF)
– Tax and Revenue Anticipation Notes (TRANS)
– Working Capital Loans (WCLS)

• Facilities Funding
– Future Federal Infrastructure Legislation?
– Reinstatement of Tax Credit/Federal Subsidized Bonds
– Reinstatement of Tax Exempt Advance Refundings

Proposition 51 Implementation
• Annual bond sale amounts for School Facility Program
projects (approximate, per budget):
–
–
–
–

2017-18: $650 million
2018-19: $650 million
2019-20: $1.5 billion
2020-21 (proposed): $1.5 billion
• Advocates requesting more to stimulate economic recovery and fund critical
school construction projects

Status of Proposition 51
• Prop 51 is oversubscribed by over $1 billion
• Acknowledged List
– New Construction: $683.7 million
– Modernization: $925.7 million
– Total: $1.609 billion

The Acknowledged List is the backlog of applications submitted
beyond existing bond authority. Voters would need to pass a
new bond to fund these projects and future submittals.

November 2020 Election – What to Expect
• Local bond/tax measures
• Presidential election = emotional electorate
• Fight for Congress = outside spending in key areas of the
State
• Split roll ballot measure (“Schools and Communities First”)
could affect political climate
• Economic climate in general

Post-COVID 19 Polling
•
•
•
•

Right Track / Wrong Track improving, surprisingly
Early polls suggest voters want to protect their community
Bonds can be economic stimulus programs
Coronavirus is politicized

School Facilities and Finance Legislation
• AB 2088 (O’Donnell) – retires the use of the number “13” for
naming statewide ballot measures
– Not moving forward in 2020

• AB 3021 (Ting) – creates $300 million program to provide
resiliency grant funding and technical assistance to LEAs for
installation of energy storage systems
– Not moving forward in 2020. Proponents are shifting focus to a revenue
bond proposal

• SB 884 (Dodd) – allows LEAs to offer make-up instructional days
during summer school session, with reimbursement from the State
– For LEAs who lost at least five instructional days in a single year, or at least
10 cumulative days in two out of three consecutive school years, due to
natural disasters/emergencies
– Passed by Senate Education Committee May 12, 2020

Affordable Housing
• Options to provide K-12 workforce housing using underutilized
school property assets
• Barriers/challenges
– Controlling costs of financing, construction, operations
• Affordable rents versus attracting private investors

– District control of occupancy requirements

• Workforce housing local bonds
– Jefferson UHSD – the first in the nation!

• The politics of housing

Affordable Housing, Cont’d.
• AB 3001 (Bauer-Kahan) – clarifies workforce housing is an
authorized expense for local bonds
– Not moving forward in 2020

• AB 3308 (Gabriel) – clarifies that school districts receiving
Federal tax credits can give occupancy preference to their
own employees
– Assembly Housing and Community Development Committee – May
20, 2020

Assembly Bill 3001 (Bauer-Kahan) – Amendments to
Education Code Section 15100(a)
Except as otherwise provided by law, the governing board of any a school district or community college district may, when in its judgment it is advisable, and shall, upon a petition of
the majority of the qualified electors residing in the school district or community college district, order an election and submit to the electors of the school district or community college
district, as applicable, the question whether the bonds of the school district or community college district shall be issued and sold for the purpose of raising money for the following
purposes:
(1) The acquisition or lease of real property for school facilities, including, but not limited to, the purchasing of school lots.
(2) The construction or acquisition of school facilities, including, but not limited to, the building or purchasing of school buildings.
(3) The reconstruction, rehabilitation, or replacement of school facilities, including, but not limited to, the making of alterations or additions to the school building or buildings school
buildings, other than as may be necessary for current maintenance, operation, or repairs.
(4) The repairing, restoring, or rebuilding of any school building school facilities, including, but not limited to, a school building, damaged, injured, or destroyed by fire or other public
calamity.
(5) The supplying of school facilities, including, but not limited to, school buildings and grounds grounds, with furniture, equipment, or necessary apparatus of a permanent nature.
necessary or useful for the operation of the school facilities.
(6) The permanent improvement of the school grounds.
(7) The refunding of any outstanding valid indebtedness of the school district or community college district, evidenced by bonds, or of state school building aid loans.
(8) The carrying out of the projects or purposes authorized in Section 17577.
(9) The purchase of schoolbuses the with a useful life of which is at least 20 years.
(10) The demolition or razing of any a school building with the intent to replace it with another school building, whether in the same location or
in any other location.

Assembly Bill 3001 (Bauer-Kahan) – Amendments to
Education Code Section 15100(a)
For purposes of subdivision (a), “school facilities” means a building, facility, structure, or real
property improvement used or operated in conjunction with one or more public schools or
community colleges, including, but not limited to, all of the following:
1)
2)
3)
4)
5)
6)
7)
8)
9)
10)
11)
12)

Classrooms
Academic buildings
Auditoriums
Libraries
Laboratories
Research or training facilities
Administrative offices or buildings
Health offices or facilities
Dormitories
Dining halls
Student centers or unions
Housing for students, faculty, or school or
district employees

13) Sports facilities
14) Maintenance, storage, or utility facilities
15) Other related buildings, facilities, structures, or
real property improvements used for student
instruction, conducting research, or training, or
for operating a school facility
16) All necessary, usual, or useful attendant and
related buildings, facilities, structures, or real
property improvements, including, but not
limited to, streets, parking, and supportive
services facilities or structures, required or
useful for the operation of a school facility
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Disclaimer
The information contained herein is solely intended to facilitate discussion of potentially applicable financing applications and is not intended to be a specific buy/sell recommendation, nor is it an official
confirmation of terms. Any terms discussed herein are preliminary until confirmed in a definitive written agreement. While we believe that the outlined financial structure or marketing strategy is the best
approach under the current market conditions, the market conditions at the time any proposed transaction is structured or sold may be different, which may require a different approach.
The analysis or information presented herein is based upon hypothetical projections and/or past performance that have certain limitations. No representation is made that it is accurate or complete or
that any results indicated will be achieved. In no way is past performance indicative of future results. Changes to any prices, levels, or assumptions contained herein may have a material impact on
results. Any estimates or assumptions contained herein represent our best judgment as of the date indicated and are subject to change without notice. Examples are merely representative and are not
meant to be all-inclusive.

Raymond James shall have no liability, contingent or otherwise, to the recipient hereof or to any third party, or any responsibility whatsoever, for the accuracy, correctness, timeliness, reliability or
completeness of the data or formulae provided herein or for the performance of or any other aspect of the materials, structures and strategies presented herein. This Presentation is provided to you for
the purpose of your consideration of the engagement of Raymond James as an underwriter and not as your financial advisor or Municipal Advisor (as defined in Section 15B of the Exchange Act of
1934, as amended), and we expressly disclaim any intention to act as your fiduciary in connection with the subject matter of this Presentation. The information provided is not intended to be and should
not be construed as a recommendation or “advice” within the meaning of Section 15B of the above-referenced Act. Any portion of this Presentation which provides information on municipal financial
products or the issuance of municipal securities is only given to provide you with factual information or to demonstrate our experience with respect to municipal markets and products. Municipal
Securities Rulemaking Board (“MSRB”) Rule G-17 requires that we make the following disclosure to you at the earliest stages of our relationship, as underwriter, with respect to an issue of municipal
securities: the underwriter’s primary role is to purchase securities with a view to distribution in an arm’s-length commercial transaction with the issuer and it has financial and other interests that differ
from those of the issuer.
Raymond James does not provide accounting, tax or legal advice; however, you should be aware that any proposed transaction could have accounting, tax, legal or other implications that should be
discussed with your advisors and/or legal counsel.
Raymond James and affiliates, and officers, directors and employees thereof, including individuals who may be involved in the preparation or presentation of this material, may from time to time have
positions in, and buy or sell, the securities, derivatives (including options) or other financial products of entities mentioned herein. In addition, Raymond James or affiliates thereof may have served as an
underwriter or placement agent with respect to a public or private offering of securities by one or more of the entities referenced herein.
This Presentation is not a binding commitment, obligation, or undertaking of Raymond James. No obligation or liability with respect to any issuance or purchase of any Bonds or other securities
described herein shall exist, nor shall any representations be deemed made, nor any reliance on any communications regarding the subject matter hereof be reasonable or justified unless and until (1)
all necessary Raymond James, rating agency or other third party approvals, as applicable, shall have been obtained, including, without limitation, any required Raymond James senior management and
credit committee approvals, (2) all of the terms and conditions of the documents pertaining to the subject transaction are agreed to by the parties thereto as evidenced by the execution and delivery of all
such documents by all such parties, and (3) all conditions hereafter established by Raymond James for closing of the transaction have been satisfied in our sole discretion. Until execution and delivery of
all such definitive agreements, all parties shall have the absolute right to amend this Presentation and/or terminate all negotiations for any reason without liability therefor.

