STATE ALLOCATION BOARD
IMPLEMENTATION COMMITTEE
Draft for December 7, 2009 Meeting

CAREER TECHNICAL EDUCATION FACILITIES PROGRAM CHANGES

PURPOSE

To continue discussion on proposed changes to the Career Technical Education Facilities
Program.

BACKGROUND

The following proposals were discussed at the September and October Implementation
Committee meetings.

1. Increase to reservation of funds timeline

To increase the time period districts have to submit applicable Division of the State Architect (DSA)
and/or California Department of Education (CDE) approvals from 12 to 15 months after the
reservation of funds apportionment date. This revised timeline would apply to third cycle and any
subsequent application acceptance periods.

2. Adjustment to CTEFP apportionment

To establish a mechanism to adjust a CTEFP reservation of funds apportionment when 50 percent
of the verified project costs are less than the apportionment. This revised timeline would apply to
third cycle and any subsequent application acceptance periods.

3. Remittance of savings

To change the expenditure reporting procedure to provide a mechanism to remit savings and
interest earlier. This change would be applicable to all CTEFP funding cycles.

STAFE COMMENTS

1. Increase to reservation of funds timeline
Some committee members expressed support for the increase to the reservation of funds
timeline. Staff will prepare the proposal for the State Allocation Board for consideration.

2. Adjustment to CTEFP apportionment
Staff recommends adjusting the apportionment upon completion of the plan review and cost
verification in the event that 50 percent of the verified project costs are less than the
apportionment. Some members of the Implementation Committee expressed concern that
these reductions are based on cost estimates. Projects may not have been bid, therefore
do not represent the actual cost of the project, thus putting additional risk on the districts.
Staff proposes applying an additional five percent to the verified project cost. If the verified
project cost including the additional five percent is below the amount the apportionment was
based on, a reduction would occur. This method would ensure equity between reservation
of funds projects and construction ready projects. It is the intent that the same criteria be
applied to both types of requests: applications that require a reservation of funds and
projects that have approved plans and specifications at the time of apportionment. Staff
recommends the proposed regulation changes and the attached proposed changes to the
Form SAB 50-10.



Example 1. Reduction

a)

b)

A conceptual cost estimate is submitted to the OPSC for $2,000,000 in total project
costs. The reservation of funds apportionment would be $1,000,000.

The OPSC reviews DSA approved plans and specs. The OPSC verified project cost
($1,500,000) plus a 5% allowance ($75,000).

$1,500,000 + $75,000 = $1,575,000

Result: State grant would be reduced to $787,500.

Example 2: No Reduction

a)

b)

A conceptual cost estimate is submitted to the OPSC which equals $2,000,000 in total
project costs. The reservation of funds apportionment would be $1,000,000.

The OPSC reviews DSA approved plans and specs. The OPSC verified project cost
($1,950,000) plus a 5% allowance ($97,500).

$1,950,000 + $97,500 = $2,047,500

Result: Half of total amount cannot exceed original apportionment. No reduction would
occur. State grant amount would be $1,000,000.

3. Remittance of savings
The concept of the third item was met with general approval. Concerns were raised on how
to determine interest on project savings and how it must be tracked. Different methods of
determining interest were discussed. In response to the discussion, staff proposes the
following clarifications:

Districts should only report interest on state funds.

The savings, which includes any unspent interest earned on State funds, would be
returned to the State when the district submits the final Form SAB 50-06 to the OPSC for
the CTEFP project.

Should the district not earn interest on State funds, the district shall provide an
explanation (i.e. reimbursement of expenses, over expended project).

If no explanation is provided, the OPSC shall calculate interest based on the Pooled
Money Investment Board (PMIB) rate.

Upon receipt of the final Form SAB 50-06, the OPSC would recommend to the Board
that the Apportionment will be reduced by the amount of savings realized by the district.

In addition, some changes are proposed to the SFP regulations for Savings and Program
Accountability to include applicable references to the CTEFP.



Attachment A

Proposed Requlation Changes

Section 1859.103. Savings

A district may expend the savings not needed for a project on other high priority capital facility
needs of the district including the relocation of district facilities necessary as a result of
Subdivision (b) of Education Code Section 17072.12. The grants for the projects funded
pursuant to Section 1859.70.2,-er Section 1859.180, or Section 1859.190 shall be limited to
eligible expenditures, up to the State Apportionment, including interest earned on State funds,
for the project except as specified in Section 1859.184.1(d). Savings may be declared by the
district in writing to the OPSC any time after the release of all funds for the project.

Note: Authority cited: Section 17070.35, Education Code.

Reference: Sections 17070.63, 17072.12, 17077.40, 17078.72 and 17079.20, Education Code.

Section 1859.106. Program Accountability Expenditure Audit

The projects will be audited to assure that the expenditures incurred by the district were made in
accordance with the provisions of Education Code Section 17072.35 for new construction
projects, Section 1859.120 for Joint-Use Projects, Section 1859.140 for Critically Overcrowded
School projects, Section 1859.160 for Charter School projects, Section 1859.190 for Career
Technical Education Facilities projects, and Education Code Section 17074.25 and Section
1859.79.2 for modernization projects. The audit will also assure that the district complied with all
site acquisition guidelines as provided in Education Code Sections 17072.13 and 17072.14 and
Sections 1859.74, 1859.74.1, 1859.74.2, 1859.74.3, 1859.74.4, 1859.75 and 1859.75.1.

Note: Authority cited: Section 17070.35, Education Code.

Reference: Sections 17070.35, 17070.50, 17071.75, 17072.13, 17072.14, 17072.18, 17072.35, 17074.25, 17076.10, 17077.40,
17078.52, 17078.72 and 17251, Education Code.

Section 1859.193. Career Technical Education Facilities Grant Determination.

A Career Technical Education Facilities Project may construct a new facility or modernize or
Reconfigure an existing school building. The application for Career Technical Education Facility
funding may accompany an application for new construction funding pursuant to Section
1859.70 or may be submitted independently.

The applicant must identify square footage of the Career Technical Education Facility being
constructed, modernized, reconfigured or equipped, on the funding application. Equipment
purchased under the Career Technical Education Facilities Program must have an average
useful life expectancy of at least ten years pursuant to Education Code 17078.72(a). An
application for a Career Technical Education Facilities Project may consist entirely of
equipment. All equipment must be purchased on or after May 20, 2006, unless the Career
Technical Education Facilities Project is combined with a qualifying SFP new construction
project pursuant to Section 1859.193.1.



(a) For new construction of a Career Technical Education Facilities Project included in a
gualifying New Construction Grant, the Career Technical Education Facilities grant amount shall
be the lesser of either (1) or (2):

(1) The sum of the costs uniquely related to facilities required to provide Career Technical
Education as determined below:

(A) 50 percent of the cost of construction of the Career Technical Education Facilities Project,
as determined by the project architect, subject to OPSC review and approval.

(B) 50 percent of the cost to equip the Career Technical Education Facilities Project with
necessary equipment.

(C) Minus an allowance for New Construction Grants provided for Career Technical Education
classrooms, determined by:

1. Multiplying 960 square feet by the number of classrooms in the Career Technical Education
Facilities Project that were included in the New Construction project.

2. Multiplying the amount determined in (a)(1)(C)1 by 50 percent of the Current Replacement
Cost for non-Toilet Facilities.

(2) $3 million per Career Technical Education Facilities Project.

(3) Site development work is not allowed as part of a Career Technical Education Facilities
Project included in a New Construction Grant. Site development work necessary pursuant to
Section 1859.76, may be requested by the district under the qualifying SFP New Construction.
(b) For stand-alone new construction of a Career Technical Education Facilities Project, the
grant amount shall be the lesser of either (1) or (2):

(1) The sum of the costs uniquely related to facilities required to provide Career Technical
Education as determined below:

(A) 50 percent of the cost of construction of the Career Technical Education Facilities Project,
as determined by the project architect, subject to OPSC review and approval.

(B) 50 percent of the cost to equip the Career Technical Education Facilities Project with
necessary equipment.

(C) 50 percent of site development work that meets the following criteria:

1. It is necessary and applicable to the Career Technical Education Facilities Project.

2. It meets the requirements for site development costs as outlined in Section 1859.76.

(2) $3 million per Career Technical Education Facilities Project.

(3) If the district is requesting funding for site development work applicable to the Career
Technical Education Facilities Project, the district must submit a detailed cost estimate and
appropriate DSA approved plans with the Form SAB 50-10. The cost estimate must include
appropriate justification documents that indicate the work is necessary to complete the Career
Technical Education Facilities Project and conform to the requirements in Section 1859.76.

(4) Utility service(s) cost shall be prorated, if necessary, for any excess capacity not needed to
service the Career Technical Education Facilities Project.

(c) For Modernization of a Career Technical Education Facilities Project, the grant amount shall
be the lesser of either (1) or (2):

(1) The sum of the costs uniquely related to facilities required to provide Career Technical
Education Facilities Project as determined below:

(A) 50 percent of the cost to modernize or Reconfigure the Career Technical Education
Facilities, as determined by the project architect, subject to OPSC review and approval.

(B) 50 percent of the cost to equip the Career Technical Education Facilities with necessary
equipment.

(2) $1.5 million per Career Technical Education Facilities Project.

(3) Reconfiguring an existing school building must not displace a minimum essential facility. In
any case involving the replacement of a minimum essential facility due to the reconfiguration of
an existing building, the replacement must be part of the plans submitted in support of the
Career Technical Education Facilities Application, must occur concurrently, and cannot be part
of a SFP Application for new construction.

(4) Utility service(s) cost shall be prorated, if necessary, for any excess capacity not needed to
service the Career Technical Education Facilities Project.



Note: Authority cited: Sections 17070.35 and 17078.72(k), Education Code.

Reference: Section 17078.72, Education Code.

Section 1859.193.2. Reservation of Funds Apportionment

(a) If an applicant meets the eligibility criteria in Section 1859.192, but does not have the
necessary approvals from the DSA and/or the CDE at the time of submittal, the Board may
apportion funds for the Career Technical Education Facilities Project and reserve them as
follows:

(1) Applications that are accepted by the OPSC on or prior to April 30, 2008 shall have funds
reserved for a period of up to 12 months. The grant amount to be reserved for the project
will be the maximum funding as determined in Section 1859.193 (a), (b), or (c).

(2) Applications that are accepted by the OPSC on or after May 1, 2008 shall have funds
reserved for a period of up to 15 months. The grant amount to be reserved for the project
will be the maximum funding as determined in Section 1859.193 (a), (b), or (c).

(b) The applicant shall submit a CDE plan approval, DSA-approved plans and specifications,
and a final detailed cost estimate within the applicable time period defined in either (a)(1) or
(2). The cost estimate shall be subject to OPSC review and approval. The reservation of
funds apportionment shall be subject to a reduction if the OPSC verified project costs are
less than the apportionment. The reduction shall be the difference between 52.5 percent of
the verified project costs and the reservation of funds apportionment amount. If the
apportionment includes a loan, pursuant to Section 1859.194 for the District’'s matching
share, a commensurate reduction shall be made to the loan amount, such that the loan does
not exceed the reduced State share. The reduced apportionment shall be taken to the next
available State Allocation Board meeting for approval.

Note: Authority cited: Sections 17070.35 and 17078.72(k), Education Code.

Reference: Section 17078.72, Education Code.
Section 1859.197. Fund Release Process

The OPSC will release State funds that have been apportioned by the Board pursuant to
Sections 1859.195 and 1859.196 after submittal by the applicant of the Form SAB 50-05.

(c) If an apportionment was made for a Career Technical Education Facilities Project, the
applicant must submit a Form SAB 50-05 within 18 months of the Apportionment as outlined
in Education Code Section 17076.10 or the apportionment shall be rescinded without further
Board action.

(d) If Career Technical Education Facilities funds were reserved for the applicant and verified by
the OPSC pursuant to Section 1859.193.2(b) of these Regulations, the applicant:

(1) Has one year or 15 months, as defined in Section 1859.193.2 (a)(1) or (2), from the date of
apportionment to submit the CDE plan approval and DSA-approved plans and
specifications, as required, to the OPSC for the Career Technical Education Facilities
Project, otherwise the apportionment shall be rescinded without further Board action.

(2) Has 18 months from the date the CDE plan approval and DSA-approved plans and
specifications, as needed, are submitted to the OPSC to submit a completed Form SAB 50-
05 or the apportionment shall be rescinded without further Board action.




(e) If the applicant requires a loan for the entire matching share requirement pursuant to
Section 1859.194(b) of these Regulations:

(1) Subject to the availability of financing provided by the Pooled Money Investment Board for
bond-funded projects, the OPSC will release ten percent of the Career Technical Education
Facilities grant to the applicant within 30 calendar days of the apportionment.

(2) The applicant has one year or 15 months as defined in Section 1859.193.2 (a)(1) or (2) from
the date of apportionment to submit the CDE plan approval and DSA-approved plans and
specifications, as required, to the OPSC for the Career Technical Education Facilities
Project, otherwise the apportionment shall be rescinded without further Board action.

Note: Authority cited: Sections 17070.35 and 17078.72(k), Education Code.

Reference: Sections 17078.72 and 17076.10 Education Code.
Section 1859.199. Program Accountability

A project shall be deemed complete when either of the following occurs, whichever occurs first:
(&) The final notice of completion is filed for the project; or,
(b) Four years have elapsed from the final fund release for the project.

Projects will be subject to_ Program Reporting Requirements pursuant to Section 1859.104 and
a Program Accountability Expenditure Audit pursuant to Section 1859.106. Any repayments due
back to the state as a result of these audits will be subject to the repayment provisions identified
in Section 1859.106.1.

An applicant district may not retain savings realized by a Career Technical Education Facilities
Project._The savings, which includes any unspent interest earned on State funds, must be
returned to the State when the district submits the final Form SAB 50-06 to the OPSC as set
forth in Section 1859.104(a).

Should the district not earn interest on State funds, the district shall provide a written
explanation. If an explanation is not provided, the OPSC shall calculate interest on the savings
amount from the date the warrant was released from the State Controller to the date of the Form
SAB 50-06 submittal to OPSC at the Pooled Money Investment Account interest rate at the time
the warrant was released.

Note: Authority cited: Sections 17070.35 and 17078.72(k), Education Code.

Reference: Section 17078.72, Education Code.



