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Presentation Overview



School districts have many options to fund equipment, technology and related 

capital needs. Today we are going to focus on options to fund the following:

• Computers, smart boards and related technology

• Electrical equipment and components

• Furniture and fixtures

• Cafeteria equipment

• HVAC

• Playground equipment

• Vehicles

• Projects related to energy efficiency measures 

Overview



Funding for equipment needs can come from many sources. The decision on 

how to fund these projects is based on many factors including:

• Timing 

• Useful life of the equipment

• General fund cash position

• Longer-term capital needs

• Grant fund options - specifically grants with spending deadlines

• Debt limitation

• Interest rates

Funding Considerations



School Districts have many options to fund performance service contracts, 

including but not limited to:

• Cash

• ESSER and Grant Funds

• Equipment Acquisition and Lease Purchase Agreements 

• Special Obligation Bonds

• General Obligation Bonds

Financing Sources



Cash and grant funds are commonly utilized to fund equipment needs, with 

many of those qualifying under ESSER.

• General funds are often used to support small equipment purchases with  

a short useful life. 

• Utilizing a combination of cash/grants and debt is a common financing 

structure.

• Districts often use ESSER or other grant funds to show the tangible benefit 

of funds.

o Capital expenses tied to air quality measures are a commonly utilized 

expense qualifying under ESSER.

Cash and Grant Funds



Lease purchase and equipment acquisition agreements are commonly 

utilized instruments to fund equipment needs.

• Schools purchase a portion of the project back with each payment.

o Agreement is secured with an appropriation pledge and the 

equipment as collateral. 

• Payment amounts can be funded with general fund cash or with annual 

general obligation bonds.

• The annual payment amount is the only portion subject to the eight 

percent constitutional debt limit. Great way to fund the project 

without limiting bonding ability.

• Not a traditional “lease”

o Assets pass on to the municipality at the end of lease term

Lease Purchase & Related Agreements



These agreements are not subject to competitive bidding requirements but 

are commonly bid out to procure the optimal result. Considerations for 

determining method of sale include but are not limited to:

• Underlying asset

• Project scope

• Term

• Structure

Lease Purchase & Related Agreements



Equipment Lenders

• Large and diverse base of lenders

o National, regional and local (SC based) banks participate in these 

agreements.

• Term limitations based on useful life of equipment

• Some banks are willing to lend out 12 to 15 years with a fixed rate if 

collateral and structure are acceptable.

o Detailed equipment list is key

• Minimum size of lease purchase agreements will vary among lenders

o General rule of thumb is that amounts financed under $1.0MM will 

limit the number of potential lenders

o However, we have worked on transactions as small as $200K.

Lease Purchase & Related Agreements



Vendor Financing 

• Some vendors offer financing through their banking partners

• Typically limited to the vendors equipment

o Inability to combine with other equipment purchases to achieve 

economies of scale

• Vendor financing is typically not as competitive 

o Always better to shop rates

o Amortization structure may be limited – i.e. the inability to “customize” 

the repayment amounts.

Lease Purchase & Related Agreements



Competitive Bid Process

• Similar to issuing GO Bonds

• RFP is prepared and 

disseminated to banking 

community

• 2 to 3 week credit review 

process

Lease Purchase & Related Agreements



Lease Purchase & Related Agreements



Equipment and related capital expenses can also be funded in the capital 

markets through the use of a Special Obligation Bond (“SOB”).

Special Obligation Bonds function like an acquisition agreement but are a 

publicly traded debt instrument. 

• Only payment amounts are subject to 8% debt limitations.

• Schools can issue GO bonds to fund the payments.

• Can be negotiated or competitively bid.

Special Obligation Bonds



SOBs are a common and acceptable capital market structure.

• Bond rating is notched downward from the issuer’s GO rating

• Essentiality is important

• Usually a one-notch adjustment from GO rating

• Size, rating, term and structure are determining factors in method of sale

More to come……

Special Obligation Bonds



Due to inflation and other rising costs, many projects now drastically exceed 

initial costs estimates. 

• In addition to the financial strain created, cost overruns create political 

issues, specifically on voter approved referendum projects.

• Separating the equipment costs from the “brick and mortar” costs can 

serve as an alternative option to finance the overrun.

o This strategy preserves referendum capacity and prevents Districts 

from tapping into their 8% limitation or drastically reducing the project 

scope.

SOB and Lease Considerations



Performance service contracts can be financed with General Obligation 

Bonds as well. 

• Less common for larger projects

• Unless part of a referendum, the debt would be subject to eight percent 

limitations.

• Interest rates are typically better when compared to Acquisition 

Agreements and Special Obligation Bonds.

• Subject to competitive bid requirements 

Traditional General Obligation Bonds



Utilizing Performance 
Service Contracts to Fund 

Equipment Needs



Overview

Performance service contracts can be used in connection with equipment

acquisitions and upgrades.

What are they and how do they work?

• A partnership between a school district and an energy service company

(ESCO) to identify and address facility upgrades through energy efficient

solutions.

• Same funding options as a traditional equipment purchase.



Benefits

What are the benefits of Performance Service Contracts?

• Generates energy savings that can be used to pay for some or all of the

project.

• The savings are guaranteed by the ESCO for the length of the project and

then can be applied to fund additional infrastructure and technology needs.

• Eliminates a low-bid procurement process.

• Consolidates district-wide improvements into one project.



The types of projects funded by school districts through performance service

contracts include but are not limited to:

• HVAC

• Lighting

• Windows and Doors

• Water Conservation

• Building Weatherization

• Roofing Systems

• Electrical Improvements

• Telephone and Technology Upgrades

• Building Automation

Types of Projects



It is important to balance capital/infrastructure needs with operational 

resources.

• Do you have the time and resources to dedicate to improving or 

implementing operational efficiencies?

• Limited access to traditional funding sources.

• Legal, political or financial

• External expertise to design and deliver results.

Project Considerations



Installation and Support

Funding

Project Design

Develop the project through a comprehensive 
audit.

Align the project with District priorities, long-term 
goals and budget. 

Engagement

Issue public RFQ to select the best strategic partner based on overall qualifications

Facility Analysis 

Identify and define project needs an opportunities. 

Process



Case Study



Project Details:

School District: Spartanburg CSD No. 7

PSC Provider: Schneider Electric 

Project: Various improvements for 12 buildings 

Scope: $22.3MM

Case Study



Technology & 
Services

Technology & services to 
drive performance

• Resource Advisor: Real-
time meters & utility 
monitoring

• Flexible, ongoing training, 
support & savings 
validation

• Marketing services
• Student engagement & 

STEAM program 
enhancement

• Capital Asset Planning tool
• Building certifications
• Sustainability consulting
• Marketing services

Cost Savings

Flexible Funding 
Strategies

Bundle project funding 
sources

• Reinvest Guaranteed 
Savings 

• Special Obligation Bond

• ESSER

• Utility Incentives

Revenue Creation 
Measures

Strategic upgrades to 
generate ongoing 
savings

• LED lighting + controls 

• Building Automation 
System

• Water Conservation

• Transformer Replacements

• Building Weatherization

• VoIP telephone platform

• Solar/Alternative Energy

• EV charging/fleet 
conversion

Cost Savings

Infrastructure 
Needs

Cost Savings

High priority projects that 
do not generate significant 
savings

• Roof Replacements
• Window & door replacements
• HVAC upgrades
• Security upgrades
• Access control
• Lighting additions
• Electrical upgrades
• Plumbing upgrades
• Power metering
• Intercom solutions
• Classroom Audio/Visual

Source: Schneider Electric

Result: Comprehensive solution that achieved multiple outcomes

• Implementation of priority projects while protecting future budgets

• A new, streamlined operational approach

General Considerations



20-Year 
Term

Performance Contract Cash Flows



Note a Capitalized Interest Period

When does 
“Year 1” savings 
physically begin?

How long is the 
project period in 
months?

What are the 
risks?



Financing Overview

Financing Term: 22 Years

Debt Type: Special Obligation Bonds

Issuance Type: Public Market

Borrowing Amount: $10,600,000

Other Sources of Funds: $13,200,000 ESSER

Customization: 2 Years Capitalized Interest

Underwriter: Piper Sandler

Financing Details



Define Financing/Project Net 
Cash Flows



Sources & Uses of Funds



Operation of Capitalized Interest Fund



Acquisition Fund Investments



Revisiting the Results



Revisiting the Results

Performance Service Contract Summary

• District-wide building and equipment upgrades

• Energy efficiencies will generate operational savings that will flow back into 

the general fund.

Financing Summary

• The SOB structure preserved 8% bonding capacity

• Utilized ESSER funds on a tangible project

• Maximized project fund dollars through investment earnings




