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• Current Interest Bonds
– Semi-annual interest payments until the bond matures, at which time the full principal amount is paid

• Capital Appreciation Bonds (CAB)
– No interest payments until the bond matures, interest accrues or accretes and the full interest and

principal amount is paid

• Convertible Capital Appreciation Bonds
– Starts as a CAB and upon conversion, the accreted amount of interest and principal become a current

interest bond that pays interest semi-annually until the bond matures, at which time the full principal
amount is paid

• Callable Bonds
– Typical prepayment provisions for current interest bonds allow for prepayment prior to the maturity of the

bonds after 10 years

– CABs and Convertible CABs generally have more unique call provisions that are specific to the bond
maturity and market interest rates

• Credit Enhanced Bonds
– Third-party guarantee of all payments of debt service and used as a way to attract investor interest

– Purchased at the time of sale for an upfront policy premium

• Bond Anticipation Notes
– A form of interim financing with a maturity less than five years to be repaid with the future issuance of a

general obligation bond

Types of Bonds



Burbank Unified School District 2

• It is projected that the Burbank USD 2013 Election bonds will include a mix of current interest
bonds and convertible CABs as follows:

• The current interest bonds maturing after ten years are expected to include a 10-year call
provision

• The convertible CABs maturing after ten years are expected to have a call provision dependent
on the maturity and interest rate penalty to include the call feature

• Given the District’s strong “Aa2” rating, it is not expected that municipal bond insurance would
be required

Anticipated Burbank USD GO Bond Structure

Issue Year
Estimated Final

Maturity
Type of Bonds Principal % of Total Interest P&I Ratio

Currents $19,000,000 34.5% $10,000,000 $29,000,000 1.53

Convertible CABs $36,000,000 65.5% $65,100,000 $101,100,000 2.81

TOTAL $55,000,000 100.0% $75,100,000 $130,100,000 2.37
Currents $25,300,000 46.0% $12,600,000 $37,900,000 1.50

Convertible CABs $29,700,000 54.0% $64,000,000 $93,700,000 3.15

TOTAL $55,000,000 100.0% $76,600,000 $131,600,000 2.39
Currents $44,300,000 40.3% $22,600,000 $66,900,000 1.51

Convertible CABs $65,700,000 59.7% $129,100,000 $194,800,000 2.96

TOTAL $110,000,000 100.0% $151,700,000 $261,700,000 2.38

Series A
2013

25 years

22 years
Series B
2016

Total Bond 
Program
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2013 Election GO Bond Constraints

• The 2013 Election will be a Prop. 39 election, subject to a tax rate limit of $60.00 per $100,000
of assessed valuation

• Tax rates on the existing 1997 Election are projected to range from $22.61 to $50.18 over the
next 14 years

• Revenues available for the 2013 Series A and B Bonds are projected to range from $800,000 to
$25.45 million through 2038

Note: Tax revenue projections based on assessed valuation growth rates of 1% in 2013-14, 2% in 2014-15, 3% in 2015-16 and 3.75% in 2016-17 and thereafter
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• The 2013 Election bonds will be structured around the existing 1997 Election bonds to maintain
a projected tax rate under $55.18 per $100,000 of assessed valuation

• The tax revenues projected to be available to pay the 2013 Election bonds provides limited room
to sell current interest bonds and would likely require approximately 60% of the 2013 Election
bonds to be sold as convertible CABs

• No maturity will exceed 25 years from the date of issuance

2013 Election Structure
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Creating a New Bond Program

• Developing a new general obligation bond financing program depends on a variety of
interrelated variables and assumptions, such as:

• Construction/Issuance Schedule (timing)

• Tax Rates ($ per $100,000 of AV)

• Tax Rate Structure

• Assessed Valuation Growth (%)

• Bond Par Amounts ($)

• Interest Rates (%)

• Term of Bonds (years)

Bond Financing 
Plan
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• General obligation bonds are repaid by unlimited ad valorem property taxes levied on all taxable
properties within a district’s boundaries

– Properties are levied a tax based on its assessed valuation (ie: a tax rate of $20.00 per $100,000 is equal
to a total collection of $60.00 for a home assessed at $300,000)

– The County Auditor-Controller calculates the annual tax rate based on the scheduled bond payments

– The County is required to set a tax rate and levy a sufficient amount to pay for the bond debt service

– Taxes collected are strictly used for debt service and the administration of the bonds

• Changes in Tax Rates
– Tax rates will vary from year to year depending on the rate of growth or decline in assessed valuation

 The tax levy required to pay for outstanding bonds may exceed the statutory cap of $60.00 given the obligation to
levy an unlimited tax sufficient to pay for the debt service

– Tax rates may decrease if assessed values increase faster than projected and/or if the amount of debt
service is lower relative to the prior year’s payment

– Tax rates may increase if assessed values decrease faster than projected and/or if the amount of debt
service is lower relative to the prior year’s payment

• Bonding Capacity
– A unified school district’s available bonding capacity is calculated using 2.50% of the district’s assessed

valuation less any outstanding GO Bond principal

– A non-unified school district’s available bonding capacity is calculated using 1.25% of the district’s
assessed valuation less any outstanding GO Bond principal

– Bonding capacity changes from year to year as assessed valuation grows or declines, bonds are issued
and existing bond principal is amortized

• A District may not issue additional debt if the tax rate exceeds the caps

District Tax Base & Tax Levy
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• Three major independent bond rating companies rate school district debt and use the following
rating scales:

• Credit rating agencies review several broad factors to determine and assign ratings, including:
– Health of local economy

– Financial strength of issuer

– Management and governance practices

– Overall debt burden

Moodyʹs Standard & Poorʹs Fitch Description

Aaa AAA AAA
Best credit quality; highest 
likelihood of debt repayment

Aa1 AA+ AA+

Aa2 AA AA

Aa3 AA‐ AA‐

A1 A+ A+

A2 A A

A3 A‐ A‐

Baa1 BBB+ BBB+

Baa2 BBB BBB

Baa3 BBB‐ BBB‐

Very high credit quality; strong 
likelihood of debt repayment

High credit quality; strong 
likelihood of debt repayment

Moderate credit quality; adequate 
likelihood of debt repayment

Bond Ratings
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Appendix A
District AV and Tax Rate History
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District Assessed Valuation History

Fiscal Year Assessed Valuation Annual % Change
1981 $2,434,571,464
1982 $2,738,586,651 12.49%
1983 $3,033,590,206 10.77%
1984 $3,266,868,910 7.69%
1985 $3,596,818,176 10.10%
1986 $3,994,907,471 11.07%
1987 $4,327,534,128 8.33%
1988 $4,912,484,417 13.52%
1989 $5,296,801,922 7.82%
1990 $5,950,028,554 12.33%
1991 $6,693,326,590 12.49%
1992 $7,441,256,641 11.17%
1993 $7,918,140,101 6.41%
1994 $8,171,009,877 3.19%
1995 $8,213,301,681 0.52%
1996 $8,309,501,279 1.17%
1997 $8,425,057,733 1.39%
1998 $8,679,580,136 3.02%
1999 $9,003,846,711 3.74%
2000 $9,465,345,646 5.13%
2001 $10,241,983,015 8.21%
2002 $10,714,864,279 4.62%
2003 $11,600,068,855 8.26%
2004 $12,224,033,147 5.38%
2005 $12,976,715,661 6.16%
2006 $14,120,774,748 8.82%
2007 $15,557,958,932 10.18%
2008 $16,892,237,833 8.58%
2009 $18,132,926,969 7.34%
2010 $18,286,291,575 0.85%
2011 $18,287,098,564 0.00%
2012 $18,157,701,466 ‐0.71%
2013 $18,451,410,370 1.62%

Historical Assessed Valuation

Sources: California Municipal Statistics, Inc. and Los Angeles County Auditor-Controller
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District Tax Rate History

Sources: California Municipal Statistics, Inc. and Los Angeles County Auditor-Controller

A-2

• The tax rate projected at the time of the 1997 Election was a maximum of $59.00 per $100,000
of assessed value and an average of $44.00 per $100,000 of assessed value

• The assessed value of the average single family home in the District is $336,686 in 2012-13

Fiscal Year AV Growth Total

1998 3.02% $23.97

1999 3.74% $19.42

2000 5.13% $31.35

2001 8.21% $27.15
2002 4.62% $27.02

2003 8.26% $36.12

2004 5.38% $60.09

2005 6.16% $53.09

2006 8.82% $49.72

2007 10.18% $47.55

2008 8.58% $42.63

2009 7.34% $42.99

2010 0.85% $44.21

2011 0.00% $46.11

2012 ‐0.71% $50.18

2013 1.62% $42.40

Average Rate $40.25

Historical Tax Rate Per $100,000 of AV
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Los Angeles County Tax Rates
Unified School District Tax Rates for 2012-13

Source: Los Angeles County Auditor-Controller

A-3
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Burbank Unified School District

Appendix B
Bond Finance Definitions



Burbank Unified School District 13

The following is a list of definitions and explanations of the common acronyms and terms used in
general obligation bond financings:

• Ad Valorem Tax
– A tax based on the value (or assessed value) of real property

• All Inclusive Cost (“AIC”)
– The total present value cost of a bond financing, taking into account the amount of proceeds, any original

issue discount or premium, costs of issuance, bond insurance premium, underwriter’s spread and other
miscellaneous expenses

• Arbitrage
– Arbitrage in the municipal market is the difference between the interest paid on tax-exempt bonds and

the interest earned on normally higher-yielding taxable securities

– Federal tax law restricts the yield that can be earned on the investment in taxable bonds

• Basis Point (“bp”)
– One basis point equals one-hundredth of one percent (0.01%)

• Bond
– Debt instrument that obligates a school district to repay borrowed funds, usually with interest (a.k.a.

Loan, Certificates, Lease)

• Bond Counsel
– Law firm that prepares all legal documentation associated with the issuance of debt by a school district

(or other agency)

– Bond Counsel also provides opinion of legality and tax status (a.k.a. Special Counsel)

Definitions

B-1
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Definitions (cont’d)

• Bond Insurance
– Insurance that guarantees payment by the insurer in the event of issuer default

– Purchasing insurance also raises the credit rating to the level of the insurer, which is higher than that of
the issuer, thereby reducing the interest cost and offsetting the insurance premium (a.k.a. Credit
Enhancement)

• Bond Resolution
– Issuer legal document that details the mechanics of the bond issue, security features, covenants, events of

default and other key features of the issue’s legal structure

– Indentures and trust agreements are functionally similar types of documents and the use of each depends
on the individual issue and issuer

• Call Feature
– A call feature allows the District to refund certain maturities after a specified period of time

– The typical call is 10 years from the year of issuance

– As time progresses, investors will require lower coupons on bonds that have only a few years to maturity

– The call feature allows the District to preserve refunding flexibility now in order to take advantage of
lowered interest rates in the future

• Capital Appreciation Bond (“CAB”)
– Bond that accretes or accrues interest and pays out all interest and principal at maturity

• Closing
– The date for delivery of securities and payment of funds for a new issuance of bonds

B-2
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• Continuing Disclosure
– Annual report filed by issuers with outstanding debt to provide current year financial reports and material

information related to the debt, i.e. rating changes, tax collection delinquencies, refunding

• Convertible CABs
– Hybrid bond between a current interest bond and a capital appreciation bond (CAB)

– Bond begins to accrete interest as a CAB then converts to a current interest bond through maturity on a
predetermined date, paying semi-annual interest

• Costs of Issuance
– Costs associated with the issuance of the bonds

– Typically this includes: bond/disclosure counsel, bond insurance premium, printing and expenses,
demographic information, filing fees and underwriter’s discount

• Coupon
– The interest rate at which the District pays interest to bondholders

– For example, on a bond with $10,000 of principal value and 5% coupon, this would equal $500 of total
yearly interest to be paid semi-annually

• Credit Enhancement
– See Bond Insurance

• Current Interest Bonds
– Bonds that pay interest semi-annually at the specified coupon interest rate with principal due at maturity

Definitions (cont’d)

B-3
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• Debt Service
– Principal and interest due on bonds

• Debt Service Schedule
– Schedule that shows the repayment obligation with dates due, principal and interest amounts

• Disclosure Counsel
– Law firm that prepares Preliminary and Final Official Statement and provides oversight to assure required

disclosure compliance

– This role is often done by Bond Counsel

• Discount
– The dollar value lost when a bond is sold for less than its par amount, or when yield is greater than the

coupon rate

– Advantages of a discount include a lower coupon rate and allows the District to pay less over time

• Financial Advisor
– A financial consultant may be used by issuers to assist in the planning, structuring, and analysis of

options to prepare and implement a bond sale

• Fixed Rate
– Interest rate is fixed for the term of the bonds at pricing

• General Obligation Bonds (“GO Bonds”)
– Bonds issued by a school district payable solely from ad valorem property tax revenues

Definitions (cont’d)

B-4
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• Gross Savings
– Referenced during refundings; the total dollar amount in savings between the District’s original debt

service and the new debt service of the bonds

• Issuer
– Agency that issues a debt instrument to borrow money

• Maturity
– Date on which investors receive the principal and final interest payment of the bond

• Municipal Market Data (“MMD”)
– The benchmark municipal bond index published daily by Thomson Reuters representing “AAA” rated

issuances used to evaluate the “spread”, or difference in basis points, relative to the District’s issuance

• Municipal Bond/Treasury Bond Relationship
– Treasury Bonds (“Treasuries”) are federally taxable bonds issued by the U.S. government. Municipal

Bonds (“munis”) are federally tax-exempt bonds issued by a municipality, such as a school district

– The difference in tax status implies that, if the relationship holds true, the yield on munis should be
approximately 35% less than that of Treasuries, as investors in the federal 35% tax bracket would realize
the greatest benefit by investing in municipal bonds

– Since munis and Treasuries have different risk levels and appeal to different sets of investors, it is not
unusual to see munis “outperform” Treasuries, in which case muni yields may be decreasing while
Treasury yields are increasing, or vice versa

Definitions (cont’d)

B-5
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• Official Statement (“OS”)
– The final version of the offering document with the final terms of sale including interest rates, and

optional / mandatory prepayment provisions

• Preliminary Official Statement (“POS”)
– The document provided to investors prior to the sale of debt for evaluation of the debt being issued, terms

of the obligation and credit evaluation information related to the issuer

– The POS does not include the final interest rates or prepayment provisions that are subject to the pricing

• Premium
– The dollar value generated when a bond is sold for more than its par amount, or when the coupon rate is

greater than the yield

– Advantages of a discount include a higher coupon rate and allows the District to preserve refunding
flexibility for callable bonds

• Present Value Savings
– Referenced during refundings; the present value of the total dollar amount in savings between the

District’s original debt service and the new debt service of the bonds

– Present value savings is also represented as a percentage of the total refunded par amount

• Pricing
– For the sale of municipal debt, the pricing is the date upon which the interest rates are set through an

offering of the debt

Definitions (cont’d)

B-6
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• Principal / Par Amount
– The amount on which the District pays interest and repays at the maturity of the bond

• Ratings
– Bond ratings are generally provided by one or more of the three nationally-recognized agencies:

Moody’s, Standard & Poor’s (S&P) and Fitch

– The issuer’s rating is essentially a credit rating that reflects the economy, financial performance and
flexibility, debt burden, and management

• Spread
– The difference in basis points between the District’s stated yield and MMD

– The spread is interpolated by, but not limited to, a variety of factors, including market conditions, credit
rating, bond structure, par amount of bonds and available call features

• Underwriter
– The firm that agrees to purchase the bonds from the issuer for resale to investors

• Yield
– The yield is the overall effective interest rate on bonds within a select maturity

• Yield to Call (“YTC”)
– For premium callable bonds, the yield to call is a calculation of the yield on the bonds from issuance

until the call date

• Yield to Maturity (“YTM”)
– For discount callable bonds or non-callable bonds, the yield to maturity is a calculation of the yield on

the bonds from issuance until maturity

Definitions (cont’d)
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