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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:

• HVAC

• Electrical equipment and components

• Computers, smart boards and related technology

• Furniture and fixtures

• Cafeteria equipment

• Playground and athletic equipment

• Modular classrooms

• 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 equipment purchases, including 

but not limited to:

• Cash

• Grant Funds

• Equipment Acquisition Agreements 

• Special Obligation Bonds

• General Obligation Bonds

Financing Sources



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

Equipment Acquisition 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

Equipment Acquisition Agreements



Equipment Lenders

• Large and diverse base of lenders

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

agreements.

• Repayment term are 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

Equipment Acquisition 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

Special Obligation Bonds



Debt Capsule Report



Debt Structure Graph



Debt Structure Report



Millage Cash Flow Report



Constitutional Debt Limit Report




