
Oakland Unified School District 

$120,000,000 General Obligation Bonds 
Election of 2012, Series 2013 

Report to Board 
September 25, 2013 

Introductions 

• KNN Pub lic Finance (Financial Advisor) 

Ms. Ruth Alahydoian 

KNN is an Oakland firm with 17 employees. 

• Siebert Brandford Shank (Lead Underwriter) 

Peter Wong 

Christen Senegal (OUSD Intern) 

SBS & Co. is a national underwriting firm with headquarters in Oakland. 

Financia l 
Advisor 

Underwriter 
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Bond Basics 

Issuer 
(Wants lowcs1 c:os1) 

Financial 
Ad,·iso r 

CASH 

Bond Counsel 

PROM ISE TO REPAY BONDS 

Underwriter • Investo rs 
(Wa111highcstrC111m ) 
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Oakland USD's G.O. Bonds 

• General Obligat ion Bonds are approved by voters and repaid by taxpayers. 

• Voters approved Measure Jin 2012 for a tota l authorization amount of $475 mill ion. 
Series 2013 for $120 million is the first issue under this authorization 

• Prior to Measure J, voters approved 1994 Measure C ($169.73 million), 2000 Measure A 
($303 mil lion), and 2006 Measu re B ($435 million). 

• The District has $355 mill ion of Measure J and $65 million of Measure B still to issue. 

Total Authorized: 169,730,000 303,000,000 $ 435,000,000 

Issued Against Authorization: 169,730 000 303,000.000 370,000 000 

Sti ll available to be issued: $ s· 6S,OOO,OOO 

Amount Outstanding: 118,351,481 254,013,519 350,315,000 
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2013 G.O. Bon ds - Challenges 

• Credit issues - Th e lack of a current audit continues to challenge the Distri ct' s ability to 
issue bonds in severa l ways: 

Investors that bought bonds last yea r were expecting the audit t o be complete by July 2012; they 
needed some assurance that progress was being made toward getting an independent audit. 

Without bond rati ngs, the District's bonds are not as liquid as other G.O. bonds - investors ca nnot 
easily trade t he bonds once they have bought them. 

Many bond invest ors ca nnot buy unrated bonds; t hose that ca n need t o do extra due diligence. 

• Disclosure issues - Th e latest audit by the SCO did not provide an opinion 
on t he financial statements an d claimed th at th e Distri ct's "accounting 
records were deficient and certain suppo rting data was not avai lable." 

The disclosure materia ls provided by the District to investors had to provide as 
accurate and thorough description of the District's financial situation as 

possible given uncerta inty creat ed by the aud it. 
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Strategy for Sel ling Bonds 

To att ract interest in the non-ra ted bonds, the lead underwriter, Siebert Brandford Shank, 
recommended the foll owing strategy: 

• Give investors plenty of time to review th e disclosure document and ask quest ions prior 
to the pricing. 

• Provide opportunit ies for investors t o hea r direct ly from key District officials. 

• Build strong interest in th e Distri ct 's bonds before entering the market to creat e pri ce 
com pet ition . 

• Kee p pricing thoughts "close to the vest" - approach sa le like a corporate t ransact ion. 
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Investor Outreach 

• Reco rded " Investor Roadshow" - August 2013 - Superintendant Yee, Deputy Supt. Hal 
and State Trustee Naylor prepared a reco rded presentation that is made avai lable 
online for interested investors. 

• One-on-one conversat ions- Deputy Supt. Hal had conference calls w ith the following 
investors: 

./ 

Putnam ./ 

Harvey Capita l ,/ 

Va nguard ,/ 

Franklin Tem pleton ,/ 

Charles Schwa b 
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Bond Sale 

• 27 investors placed orders this yea r. Last year, 12 investors placed orders . 

• With high investor demand, the District was able to se ll bonds at rea sonably low 
interest rates for a non-investment grade transaction. 

Buyer 

American Century 

Blackrock 

Capital Research 

CitiTaifor 
Columbia Management 

Deutsche 

Fidelity 

Franklin 
Goldman Sachs Asset Mgmt 

Granite Capital 
Gurtin 
Harvey Capital 

John Hancock 

MacKay Shields 
Piper Member 

Private Income Capital Mgmt 

Putnam 
Rochester Funds 
Standish 
Vanguard 

Wells Capital Management 

Allotments 
Orders (OOO's) (OOO'>I 

25,000 S,000 
25,000 5,000 
25,000 5,000 

3,000 3,000 
32,495 15,115 

9,000 5,000 
Sl,530 13,610 

5,000 5,000 

25,000 4,000 

400 S25 
33,595 4,500 

2,500 1,050 
4,000 1,000 

7,000 3,500 
35,400 225 

400 400 
19,745 4,150 

2,000 2,000 
25,000 5,000 
35,485 8,000 
79,025 29,425 

fxcess Demand 
(OOO's) 

20,000 
20,000 
20,000 

17,380 

4,000 
39,920 

21,000 

29,095 
1,450 
3,000 
3,500 

35,175 

lS,595 

20,000 
27,485 

49,600. 

500,000 

400,000 

300,000 . 

200,000 

100,000 

Orders(OOO's) 

Demand was 
mo re than 3.Bx 
t he availa ble 
bonds . 

A llotmenu (OOO's) 
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Overall Low Interest Cost 

• Overall Interest Cost of the borrowing: 6.10% 

• Repayment ratio of total repayment versus bonds issued: 1.90 to 1 

• Weighted Average spread to MMD: 163 basis points {1.63%) 

Series 2012 Bonds Serles 2013 Bond s 
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Comparab le Sales (Graph) 

• Yields in the municipa l market are typica lly compared to t he Mun icipa l Market Data 
{"MMD") yie ld cu rve, a benchmark projection of where a "AAA" rated bond wou ld price 
on a given day. 

• Oakland USD bonds had a weighted average spread of 163 basis points (1.63%) to 
MMD, simi lar to Inglewood USD bonds which carried a A2/AA- insured rat ing. 
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Cost of Selling Unrated Bonds 

• The Dist ri ct 's bonds have been non-rated si nce 2011 due to the la ck of current audit 
report s. 

• M un icipal bond investors demand a premi um on bonds tha t are not rated due to 
liquidity and credit conce rns. 

• While impossible to quantify the exact premium t he Distri ct is paying as a result of 
se ll ing its bonds unrated, we have estim ated a potential cost by using an "A" rated scale 
interest ra t es from the day of pricing. 

TIC 6.05% 4.99% 

Total Net Debt Service $228, 23 6,569 $205,132,837 

Present Value of D.S @ 6% $122,052,486 $111,056,071 $10,996,415 
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Costs of Issuance 

• All of the costs of issuance will be paid from funds set-as ide by the underwriter in a 
special cost s of issuance accou nt held by US Ban k N.A. 

Service Provider Cost 
Estimate 

Siebert Brandford Shank 
Und~rwriters & ~ip~r Jaffray $836,11 1 

TOTAL paid to Undeiwrlter $836,111 

Financial Advisor KNN Public Finance $90,000 

Reimbursable Expenses KNN Public Finance $5,000 

Bond Counsel I Disclosure Counsel Orrick $90,000 

Legal work for 2012 Election Orrick $35,000 

Posting & Printing POS I OS lmageMaster $4,000 

Continuing Disclosure Services DAC $2,500 

Arbitrage Rebate Services Arbitrage Compliance Specialists $3,000 

Paying Agent Fees+ COJ Adm in US Bank $3,500 

Data Cal Muni Data $2,000 
Housing Data Data Quick $250 

Reimburseable Staff Time Oakland USD $25,000 

Bond Election Reimbursables Oakland USO $223,857 

Contingency for Other Bond Costs Oakland USO $15,893 

TOTAL pa.id from COi account $500,000 

Total Estimated Costs o f Issuance $1 ,336,110 
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Ongoing Responsibilities 

• Certain ongoing responsibilities required of the District as (1) an issuer of voter
approved debt, (2) a beneficiary of federal tax-exempt status, and (3) a use r of the 
public debt markets. 

Expend bond proceeds on appropriate projects. 

Expend bond proceeds over appropriate time period . 

Comply with l.R.S. arbitrage rebate regulati ons. 

Submit annual reports rel ated t o continuing disclosure. 
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Entity 

General Obligation Bond Repayment 

• General Obligation Bonds are repaid from a dedicated tax on rea l property within the 
District. 

• The tax rate is set annually by the Cou nty Auditor to generate sufficient tax revenue to 
pay principal and interest when due. 

• The District has no access to the bond repayment funds. Payment is made directly by 
the County. 

Debt Service 
Payments 

Debt Service 
Payments 

Paying Agent - ,__ _ _______,. 
U.S. Bank 

··· .(lccount balance information for 
"···-'.~?orting purposes .. _. 
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Overlapping & Neighboring Tax Base 

• The underlying tax base and cred it quality of Oakland USD's Bonds is comparable to 
other Oakland area issuers. 

Moody's S&P Fitch 

City of Oakland Aa2 AA· 

Peralta Community College District 

Emery Unified School District 

San Leandro Unified School District 

Alameda Unified School District 

Piedmont Unified School Distric t 

0 C•al:l.V\t! L'nlhedidloolDhtnc: 

D 0t)Cf0;1UN11! 

Aa3 AA· 

Aa3 A+ 

Aa3 A+ 

Aa2 AA· 

Aa2 AA 

O A.1.-....t..Cn:""'y 

ol'IN !l>MltS<hoolDitll1C1 le.ln' 
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Assessed Values 

• After on ly a mild dec line, assessed values are grow ing again and are now close t o 2007-
2008 levels. 

20 yr. avg. growth: 

15 yr. avg. growth: 

10 yr. avg. growth: 

5 vr. aVa. arowth: 

5.03% 

5.84% 

4.46% 

-0.11% 

Historical Assessed Values and Year over Year Growth Rate 
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Assessed Valuation by Land Use (2012-13} 

• Th e property base is diverse, w ith 72% resid ent ial, 18% commercial, and 10% 
ind ust rial/other. 

Condominium/ 
Townhouse/ 

Mobi le Home\ 
7.4% \ 

Other 
Residential 

12.3% 

Source: California Municipal Statistics, Inc. 
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2012-13 Top Ten Taxpayers 

• The top 10 taxpayers are diversified - no concentration. 

2012-13 % of 
Property Ow ner Primary Land Use Assessed Valuation Secured* 

CIM Oakland LP Office Building $453,851,855 1.25% 

OCC Venture LLC Office Building 236,324,495 0.65% 

SIC Lakeside Drive LLC Office Building 184,469, 180 0.51 % 

Kaiser Foundation Health Plan Inc. Office Building 146,180,919 0.40% 

Digital 720 2nd LLC Shopping Center 128,264 ,362 0.35% 

1800 Harrison Foundation Office Building 125,009,321 0.34% 

Oakland Property LLC Office Building 125,000,000 0.34% 

555 T we~th Street Venture LLC Office Building 118,91 1,753 0.33% 

Suncal Oak Knoll LLC Planned Residential 116,856,652 0.32% 

Clorox Company Office Building 103,302,957 0.28% 
$1, 738, 171,494 4.77% 

• 2012-13 Local Secured Assessed Valuation: $36,271,770,017 

Source: California Municipal Statistics, Inc 
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Fo reclosure Information 

Total# of Home Foreclosures Per Year 

3500 "-9-------------------

• Home foreclosures in the City 
of Oakland have significantly 
declined since 2010. 

1500 

:~•:;;;;;:=: 
~k!aond Valltjo Antioch ~ywaord SM\ llichmond San 'se1ktlty >--------------------~ 

Fr.11ochco 

• On a per capita basis, 
Oakland's foreclosures are 
relat ive ly low. 

Source: DataQuick; OQNews.com 

Foreclosures per Capita in 2012 

0~0% ,-- - ------------------------

0.70% +--------------- ----
·i D.60% +--------------- -----
~ J: 0.50% 

l
1 ~:~:+-------
~ 0.20% +-----------Pm·-

0.10" +------
0.001' 

~n Berktlty SanJo~ Oakland 

Fr ancisco 
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Median Home Sale Prices 

• The median hom e sale price in the City of Oakland in 2012 was $264,000, an increase of 
17% from the median home sale price in 2011. 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

!I Oakland a Alameda County 

Source: DataQuick; DQNews.com 
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Single Family Residential Pa rcels by A.V. Range 2012-13 

• With over 60% of parce ls va lued less than th e median sa les price of $264,000, there is 
potentia l for growth from home sa les over time . 

20.000 

12.000 

1 10.000 

8.000 

6.000 

• .000 

2.000 

t !~ 
Source: California Municipal Statistics, Inc. 
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