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The Goal Tonight:

The D21 School Board will have a basic 
understanding of what side accounts are, 

how they can save the District money, 
and the variables that make them 

successful or unsuccessful.



The Map for Tonight:

● How Pension Obligation Bonds & side accounts work
● NWasco Side Account Track Record
● Risk/Reward Analysis
● Timeline & next steps

Note: the data in this presentation is a summary of information 
provided by Piper Sandler and ECONorthwest.



ARBITRAGE



What’s a Pension Obligation Bond?

Bond = Debt
● The District sells bonds to investors and 

gives it to PERS to invest.
● Interest cost is fixed for the life of the bond.
● Payments are “intercepted” from our State 

School Fund payments.



What’s a side account?

PERS invests the money we give them; earnings from 
those investments go into a dedicated account and are 
used to pay a portion of our PERS costs for the life of 
the bond. 



How does this save the District money?

Ideally the earnings on our investments exceed the cost 
of borrowing. The difference between the two directly 
reduces our PERS costs.



A SIMPLE EXAMPLE



Imagine:

● Borrow $1,000,000 at 5% for one year.
● PERS invests the money, earns 9% for the year.
● $90,000 in earnings.
● Interest cost = $50,000.
● The difference, $40,000, is applied against our 

PERS costs for the year. Yay!



WHAT IF THINGS 
DON’T GO WELL?



Another scenario:

● One year SA, borrow $1,000,000 at 5% for one year.
● We give the money to PERS to invest.
● The AI bubble bursts the next day, reducing the value of our 

investment to $750,000
● For the rest of the year, the investment earns 9.6%
● $750,000 x 1.096 = $822,000
● We still owe $1,050,000
● We just lost $228,000 & must pay our full PERS costs. Boo!



WHAT I HOPE YOU 
TAKE AWAY FROM 

THIS EXAMPLE:



Takeaways:

● There are two variables: interest cost and investment performance.
● Side accounts are not risk-free
● Longer time frames reduce risk.
● PERS has a solid investment strategy and track record.
● Most (not all!) Districts have saved substantial amounts of money 

by using side accounts.



TIME FOR 
SOME DATA 

(HISTORY EDITION)





$13,494,263





Why are we talking 
about this now?



Our Side Account is expiring, and we have the 
opportunity to take out another.

● Our current side account will end about halfway through 
2027-28.

● We will have the option to open another side account.
● The process takes 9-12 months.
● A statistically based assessment is required.
● We started this process in April, 2026, and have the first 

assessment.



Terms

● NPV, or net present value: a way to determine whether 
an investment is worthwhile.
○ Greater than zero: the investment “pays off”

● TIC, or total interest cost: a way to look at the total 
cost of interest over the life of a debt issue
○ Similar to APR, but for the life of the loan, not one 

year



Probability the the Net Present Value of POB issuance 
is greater than zero at various interest costs:



Is there a resolution to pass tonight?

● No. Interest rates were lower when we began this 
process.

● I have a resolution, but it is written with a maximum TIC 
of 5%; likely cost now would be ~5.75%.

● Fed interest rate projections indicate higher borrowing 
costs well into next year.



What’s next?



There will be two more assessments

● Under our agreement with OASBO and ECONorthwest, 
we will receive two more assessments in the next two 
years.

● If conditions become more favorable, I will ask you to 
pass a resolution and we will take out another side 
account.



Who has the 
first question?


