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SCHOOL FACILITY PROGRAM 


OPSC HOT TOPICS 


 
 


OSAE EXTERNAL AUDIT 
Background: The Department of Finance’s Office of State Audits and Evaluation (OSAE) had an entrance 
conference with OPSC and Mr. Rick Gillam, DGS Office of Audit Services on July 1, 2013. The audit scope 
includes determining whether School Facility Program Proposition 1D (2006) funds were expended in 
conformance with laws, whether there is adequate project monitoring, and whether projects achieve 
intended outcomes. The scope will also include a follow-up to OSAE’s prior audit observations issued in June 
2011. The timeframe of the audit encompasses the time period between the last OSAE audit (June 2011) and 
the present.  


 
Current Status: 


• OSAE will meet with OPSC on May 1, 2014 to discuss preliminary observations of school districts’ 
program compliance. OSAE is nearly done with its review of OPSC. OSAE anticipates releasing a draft 
audit to OPSC in May 2014. It does not anticipate any major findings – there may be repeat findings 
from June 2011, however. 


• The Engagement Letter the OPSC entered into with OSAE was for $528,000. As of April 2014, the 
remaining balance is $37,000. 


• OPSC is working with OSAE to prepare a Budget Change Proposal to transfer budget authority from FY 
2015/16 to FY 2014/15 and from FY 2017/18 to FY 2016/17. If approved the transfer will begin July 1, 
2014. The request to accelerate the OSAE audit oversight funding is a result of the SAB committing 
almost all (97 percent) of Proposition 1D funding to school districts sooner than the original BCP 
anticipated.   
o If OSAE’s transfer request is approved, it will complete the LAUSD audit in 2014/15. All other 


school district audits will be completed in 2013/14. 
 


MARCH 28, 2014 MAGNITUDE-5.1 EARTHQUAKE IN LOS ANGELES/ORANGE COUNTY REGION 
• Staff contacted the Brea Olinda Unified School District and explained program basics related to 


Seismic Program and Facility Hardship Program funding. It’s not known at this time if the District will 
qualify for funding. 


• Along with Brea Olinda, staff contacted Fullerton Joint Unified and Anaheim Union High School 
District to inquire if there was any damage sustained from the earthquake. So far, damage reported 
back is minimal with no reports of structural damage. 


• Staff is currently scheduling site visits in conjunction with DSA to tour the affected facilities and 
explain potential funding opportunities in greater detail within the next week or two.  


 
OPSC/CALIFORNIA SCHOOL FINANCE AUTHORITY (CSFA) 
MEMORANDUM OF UNDERSTANDING (MOU) 


• CSFA and OPSC staff is evaluating the current process for creating 
loan agreements for Charter School Facilities Program funding and 
subsequently calculating and accepting loan repayments for 
apportioned projects. Currently, OPSC is responsible for these duties. 


• OPSC and CSFA staff will discuss when potential changes to this 
process are needed and draft an MOU reflecting the outcome of 
those discussions in the near future.   







JOINT AGENCY WEB PORTAL 
• A workgroup comprised of members from OPSC, DSA and CDE have finalized a draft version of a joint 


agency web portal. The draft is being vetted through each agency for approval and should be ready 
for public release soon. 


 
STATE ALLOCATION BOARD UPDATE 


• The Board canceled its April 23, 2014 meeting. The next meeting is scheduled for May 28, 2014. 
• Board Member Senator Loni Hancock (D-Berkeley) requested an update on the Seismic Mitigation 


Program.  The Senator requested both in-house workload at OPSC, as well as workload going through 
the approval phases with the Division of the State Architect.  This request appears to relate to the 
proposal in the Governor’s Proposed Budget to transfer the available funds from the Seismic 
Mitigation Program to new construction and modernization.    
 


NEW SCHOOL FACILITIES PROGRAM BOND 
• AB 2235 (Buchanan – D and Hagman – R) proposes the Kindergarten-University Public Education 


Facilities Bond Act for the November 2014 ballot.  To date, the bill proposes keeping the School 
Facility Program funding model largely intact, with a few changes such as providing the SAB with the 
option to require districts to re-establish program eligibility, and limiting the funding to three main 
programs : new construction, modernization and charter school facilities.   On April 9, 2014, the 
proposed bill was passed out of the Assembly Education Committee to the Assembly Higher 
Education Committee. There is not yet a dollar amount proposed for this bond. 


• The Administration has not yet indicated whether there is support for a school facilities bond, but has 
indicated that the state should continue to have a role in facilities funding.    
 


LEGISLATIVE PROPOSAL  
• OPSC and the DGS Office of Legislation are currently working with the Department of Finance (DOF) to 


refine the legislative proposal to transfer the annual fees recovered by the Unused Site Program & 
Excess Repayments (that currently revert into the Deferred Maintenance Fund) to the School Facilities 
Emergency Repair Account.  


• The proposal will be part of the May Revise. 
• In addition to changing where the fees will revert to, the DOF is also adjusting the accounts where 


some OPSC administrative costs originate from.  In particular, $83,000 that was previously provided to 
the OPSC out of the Deferred Maintenance Fund will now come from the School Facilities Emergency 
Repair Account.  
 


ADMINISTRATIVE COSTS 
• To ensure continued operations, at the March 26, 2014 State Allocation Board meeting, the SAB set 


aside bond authority to cover the next five fiscal years of administrative costs for the School Facility 
Program (Fiscal Years 15/16 through 19/20). 


• The amount set aside was $52.7 million which is equal to 15 percent of the remaining $351 million in 
bond authority.  


• The set aside was first taken from new construction and modernization authority and then 
proportionately from the specialized programs based on the amount of bond authority remaining in 
each program. 


• The overall amount of $52.7 million is intended to cover the administrative costs for OPSC, CDE, and 
the State Controller’s Office.   


o The total dollar amount reflects the resources needed to administer the program on a sliding 
scale as the bond authority is depleted. 


o This dollar amount cannot sustain current staffing levels. 
• The administrative costs are still subject to the annual budget process. 







Background, Administrative Costs 
• Four state agencies receive administrative costs:  DGS Office of Public School Construction (OPSC), 


California Department of Education (CDE), State Controller’s Office (SCO), and California School 
Finance Authority (CSFA). 


o The administrative costs of the SFP that are not funded through school district fees are funded 
by bond proceeds.  


• Bond language specifies that up to 2.5 percent of bond authority for the Charter School Facilities 
Program can be used for CSFA’s administrative costs; however, there is no specified amount in the 
bond for the other three agencies.   


o In the past, the State Allocation Board (SAB) has set aside the full 2.5 percent amount for 
CSFA’s administrative costs prior to making project approvals.   


o The bond authority is reserved, but is still subject to the annual budget act process to 
determine the amount received by CSFA.  


• Typically, bond authority for administrative costs for the remaining three agencies is taken from the 
bond authority after the budget has been passed.  However, on several occasions the SAB has 
proactively reserved bond authority for future years.   


o The SAB reserved bond authority for future SFP administrative costs in September 2001 and 
August 2012, due to concern that bond authority would be depleted before a new statewide 
school facilities general obligation bond measure could be placed on the ballot.  


o In 2001, the SAB reserved funds for administrative costs for the entire fiscal year 2002/2003, or 
until approximately seven months after a potential general obligation bond ballot measure.  


o In 2012, the SAB reserved funds for administrative costs for the 2012/2013 through the 
2014/2015 fiscal years to cover administrative costs beyond a potential 2014 bond measure. 


• Before 2012, administrative costs for a single fiscal year were charged to one program, such as new 
construction, modernization or Overcrowding Relief Grant (ORG).  


• In 2012, the SAB elected to draw bond authority from multiple programs using a workload-based 
proration.  


 
 
 
 


 







SCHOOL FACILITY PROGRAM 


Office of Public School Construction Overview 


 
 


MISSION 
To enrich the lives of California’s school children as stewards of the taxpayers’ commitment to education. 
 
REPORTING 
OPSC Executive Officer reports to the DGS Director through the Deputy Director of the Interagency Support 
Division and the Chief Deputy Director. 
 
SERVICES PROVIDED 


The OPSC, as staff to the State Allocation Board (SAB), implements and administers a $35 billion voter-
approved school facilities program. Its responsibilities include the following: 
 
• Processing school facility construction grant applications 
• Providing funding for school facility construction projects 
• Accounting and reconciliation functions 
• School facility construction project expenditure reviews 
• Administrative support for the State Allocation Board (SAB) 
• Preparing regulations, policies, and procedures to carry out the mandates of the SAB 
 
To accomplish these tasks, the OPSC has three units:  Administration, Program Services, and Fiscal 
Services.   
 


 







SCHOOL FACILITY PROGRAM 


OPSC FAST FACTS 


 
 


PROGRAM SERVICES 
 
SFP Project Data Since 1998  


• Total Apportionments/Unfunded Approvals Authorized by the State Allocation Board (SAB) Through 
April 7, 2014: $33.9 billion for 11,113 projects 


o New Construction: $17.8 billion for 3,659 projects 
o Modernization: $11.4 billion for 6,480 projects 
o CTE: $495.4 million for 486 projects 
o ORG: $925.0 million for 141 projects 
o COS: $2.3 billion for 106 projects 
o Charter: $495.5  million for 71 projects 
o Joint-Use: $179.4 million for 170 projects 


• Under accelerated Priorities in School Construction Funding rules, more than $5.26 billion has been 
apportioned to 1809 school construction projects since August 2010.  


 
2013 Year in Review 


• SFP Funds Released: $1.13 billion for 527 projects 
• SFP Apportionments Authorized by the SAB: $904.2 million for 332 projects 
• SFP Unfunded Approvals Authorized by the SAB: $276.7 million for 81 projects 
• Total Number of Applications Received by the OPSC: 680 
• Number of Eligibility Determinations Approved : 269 
• Number of Consent Items Prepared by the OPSC: 2,474 
• Number of Action Items Prepared by the OPSC: 13 
• Number of Subcommittee Meetings: 11 
• Number of SFP Regulation Changes that became Effective: 2 


 
FISCAL SERVICES  
 


• For every $1 in “rank-and-file” audit staff salaries/benefits, OPSC recovers $18. 
 
ADMINISTRATIVE SERVICES (TO BE UPDATED) 
 


• Overall percentage to administer the $35 billion bond program from FY 1998-99 through FY 2014-15 
is $282.9 million, or .80 percent. 


• Administrative Costs for 2013/14 Fiscal Year:  $14,046,000 
o Personnel Services:  $9,639,000 
o Operating Expenses:  $1,761,000 
o Distributed Admin:  $2,646,000 


• OPSC Positions 
o Budgeted PY’s:  99 
o Vacancies as of April 17, 2014:  8 
o Total Filled PY’s:  91 







Performance ratings for the Office of Public School Construction (OPSC) 
 


 OPSC OVERALL SATISFACTION RATING 
 2011 – 69% Overall Satisfaction                                                        2013 – 73% Overall Satisfaction 


 
 
 
 
 
 
 
 
 


 OPSC PERFORMANCE RATINGS – OPSC’s customer rating on DGS standard customer service performance points 
2011                                                                                           2013 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







OPSC Performance Rating Initiatives 


 
As a result of the 2011 customer survey, the OPSC did the following: 
 
ESTABLISHED FOUR WORKGROUPS: 


1. Workgroup 1: Train staff to establish relationships & be responsive; develop a comprehensive 
outreach process. 


2. Workgroup 2: Designate staff to direct calls and answer questions; establish tone and etiquette 
protocols. 


3. Workgroup 3: Establish supervisor review guidelines for customer communication.  
4. Workgroup 4: Develop 90 minute training modules for staff to familiarize them with other programs 


within the office. 
 
INSTITUTED INTERNAL TRAINING: 


1. Tuesday Learning Exchange: Overview of various subjects within Program, Fiscal and Administrative 
Services. 


2. OPSC Intranet: Made instructional videos available on the intranet. 
3. DGS University: Encouraged staff to participate in the trainings offered by DGS University. 


 
INSTITUTED EXTERNAL TRAINING: 


1. Presentations and Webinars: Various live presentations and webinars conducted for customers then 
posted on the OPSC internet. 


2. Pre-SAB: Established Pre-SAB meetings to explain complex issues discussed at the SAB meeting and 
other OPSC issues. 


3. Building Blocks Newsletter: Monthly publications to share OPSC news with customers.  
 


PROGRAM STAFF TRAINING: 
Program staff was provided with in depth job specific training and subsequent assessments to determine 
the effectiveness of the training materials. 


 
CROSS TRAINING: 


To address the fluctuation of workload in different areas of the office, OPSC management shifted staff 
accordingly, giving staff the opportunity to cross train. 


 
CUSTOMER SERVICE TRAINING: 


All OPSC staff attended the DGS University customer service training. 
 
ELECTRONIC TRACKING SYSTEM: 


An online Project Tracking System was developed that allows districts to access project status 
information such as grant approvals, unfunded approvals, fund releases and category balances. 
 


OPSC WEBSITE UPDATES: 
Quarterly updates were scheduled to ensure information available on the OPSC website was up to 
date and relevant. 
 


PARTNERSHIP BUILDING: 
The OPSC has attended multiple Groundbreakings and Ribbon Cutting Ceremonies.  


 







Office of Public School Construction 


Contact Information 
 
707 Third Street, West Sacramento, CA 95605 
 
Main Line ................ 916.376.1771 
FAX ........................ 916.375.6721 
 
www.dgs.ca.gov/opsc 
 
 
 
EXECUTIVE OFFICER 
Lisa Silverman 
Office of Public School Construction/State Allocation Board 


Sam Guardado, Assistant    916.375.4751 
Fax Number    916.376.5332 


 
DEPUTY EXECUTIVE OFFICER  
Juan Mireles      916.376.1709 
Office of Public School Construction 
 
ASSISTANT EXECUTIVE OFFICER 
Bill Savidge       916.375.4043 
State Allocation Board 
 
ADMINISTRATIVE SERVICES 
Matt Pietralunga, Manager    916.376.5321 
 
FISCAL SERVICES 
Rick Asbell, Chief of Fiscal Services   916.376.1740 
Suzanne Reese, Operations Manager  916.376.1612 
Joel Ryan, Operations Manager   916.375.4232 
 
PROGRAM SERVICES 
Michael Watanabe, Chief of Program Services   916.376.1646 
Barbara Kampmeinert, Policy Manager   916.375.4732 
Brian LaPask, Operations Manager  916.375.4667 
Theodore J. Rapozo, Operations Manager  916.376.1646 



http://www.dgs.ca.gov/opsc






SCHOOL FACILITY PROGRAM 


State Allocation Board Composition 


 
 
The State Allocation Board is comprised of 10 members, as shown below: 
 
Director, Department of Finance (Chair) 
Director, Department of General Services 
State Superintendent of Public Instruction, Department of Education 
Three members of the State Senate 
Three members of the State Assembly 
Governor’s Appointee 
 
 
The Director of the Department of Finance is the traditional chair.  The Vice Chair is an existing 
member of the Board that has been approved by the current members.  


 
 
The SAB meets monthly to apportion funds to the school districts, act on appeals, and adopt policies 
and regulations. 
 







Office of Public School Construction 


Members of the State Allocation Board 


 


Michael Cohen, Chair  
Department of Finance Director 
 
Designee: Eraina Ortega, Chief Deputy Director 


 


Fred Klass, Director 
Department of General Services  
 
Designee: Esteban Almanza, Chief Deputy Director 


 


Tom Torlakson, State Superintendent of Public Instruction 
Department of Education 
 
Designee: Kathleen Moore, Director of CDE School Facilities & Transportation Division 


 


Cesar Diaz, Governor's Appointee 


 


Senator Jean Fuller 
 
District 18: Bakersfield, Barstow, Big Bear City, Bishop, California City, Exeter, Frazier 
Mountain, Lone Pine, Mojave, Needles, Porterville, Ridgecrest, Rosamond, Taft, 
Tehachapi, Twentynine Palms, Tulare, and Visalia 







 


Senator Loni Hancock  
 
District 9: Alameda, Albany, Berkeley, El Cerrito, Emeryville, El Sobrante, Hercules, 
Kensington, Oakland, Piedmont, Pinole, Richmond, Rodeo, San Leandro, and San 
Pablo 


 


Senator Carol Liu 
 
District 25: Sunland-Tujunga, Glendale, Pasadena, Altadena, Atwater Village, La 
Cañada-Flintridge, La Crescenta, Montrose, South Pasadena, San Marino, Sierra 
Madre, Monrovia, Duarte, Glendora, San Dimas, La Verne, Claremont, San Antonio 
Heights, Upland, and Burbank 


 


Assembly Member Joan Buchanan, Vice Chair 
 
District 16: Moraga, Orinda, Lafayette, Walnut Creek, Alamo, Danville, San Ramon, 
Dublin, Pleasanton, and Livermore 


 


Assembly Member Curt Hagman 
 
District 55: Brea, Chino Hills, Diamond Bar, Industry, La Habra, Placentia, Rowland 
Heights,  Walnut, West Covina, and Yorba Linda 


 


Assembly Member Adrin Nazarian 
 
District 46: Los Angeles , Hollywood Hills, Lake Balboa, North Hills, Panorama City, 
Sherman Oaks, Studio City, Toluca Lake, Valley Glen, Van Nuys, and Universal City 
 


 








SCHOOL FACILITY PROGRAM 


BOND BREAKDOWN 
K-12 Education Facilities Bond Breakdowns ($35.4 billion) – Approved by Voters Since 1998 
PROGRAM PROPOSITION 1A 


(1998) 
 PROPOSITION 47 


(2002) 
 PROPOSITION 55 


(2004) 
 PROPOSITION 1D 


(2006) 
 


New Construction $2,900,000,000  $3,350,000,0001  $4,960,000,000  $1,900,000,0004,5  
Modernization 2,100,000,000  1,400,000,0002  2,250,000,000  3,300,000,0004  
Charter  --  100,000,000  300,000,000  500,000,000  
Career Technical Education --  --  --  500,000,000  
Overcrowding Relief --  --  --  1,000,000,000  
High Performance --  --  --  100,000,000  
New Construction Backlog --  2,900,000,000  --  --  
Modernization Backlog --  1,900,000,000  --  --  
Critically Overcrowded  --  1,700,000,000  2,440,000,000  --  
Joint-Use --  50,000,000  50,000,000  29,000,000  
Hardship 1,000,000,000  --  --  --  
Class Size Reduction 700,000,000  --  --  --  


Total K-12 $6,7000,000,000  $11,400,000,000  $10,000,000,0003  $7,329,000,000  
 


1  $14.2 million – energy efficiency 
2  $5.8 million – energy efficiency 
3  $20 million total – energy efficiency set aside for new construction and modernization 
4 No more than $200,000,000 of the sum of the appropriations for new construction and modernization shall be used to fund the smaller learning 
communities and small high schools 
5  Up to 101/2 percent ($199.5 million) shall be available for purposes of seismic repair, construction, or replacement, pursuant to Education Code Section 
17075.10 







New Construction 17,719.6$          
     Seismic Repair 43.3$                 
Modernization 10,947.2$          
Hardship 998.9$               
COS 2,203.1$            
CTE 450.3$               
HPI 61.3$                 
ORG 883.2$               
Charter 484.0$               
Joint Use 174.2$               


Apportioned 33,965.1$          97.7%


New Construction 33.4$                 
     Seismic Repair 5.5$                   
Modernization 2.4$                   
Hardship -$                   
COS -$                   
CTE 46.2$                 
HPI 5.4$                   
ORG 96.0$                 
Charter 318.2$               
Joint Use -$                   


Unfunded Approvals 507.1$               1.5%


New Construction 0.2$                   
     Seismic Repair 150.7$               
Modernization 0.4$                   
Hardship 1.1$                   
COS -$                   
CTE 3.5$                   
HPI 33.3$                 
ORG 20.8$                 
Charter 97.8$                 
Joint Use -$                   


Remaining Bond Authority 307.8$               0.9%


Grand Total 34,780$             100.0%


Proposition 1D, 55, 47 and 1A Totals


New Construction,  $17,719.6  


Seismic Repair,  $43.3  


Modernization,  $10,947.2  


Hardship,  $998.9  


COS,  $2,203.1  


CTE,  $450.3  


HPI,  $61.3  


ORG,  $883.2  
Charter,  $484.0  


Joint Use,  $174.2  


New Construction,  $33.4  


Seismic Repair,  $5.5  


Modernization,  $2.4  


CTE,  $46.2  HPI,  $5.4  


ORG,  $96.0  


Charter,  $318.2  


New Construction,  $0.2  


Seismic Repair,  $150.7  


Modernization,  $0.4  
Hardship,  $1.1  


CTE,  $3.5  
HPI,  $33.3  


ORG,  $20.8  
Charter,  $97.8  


Proposition 1D, 55, 47 and 1A 
Bond Authority - $34.780 billion 


(in millions) 







Modernization 0.4$        
Overcrowding Relief 20.8$      
Seismic Repair 150.7$    
New Construction 0.2$        
Charter School 97.8$      
High Performance Schools 33.3$      
Critically Overcrowded Schools -$          
Hardship 1.1$        
Career Technical Education 3.5$        
Grand Total 307.8$    


Remaining Bond Authority (in millions)
Modernization,  $0.4  


Overcrowding Relief,  $20.8  


Seismic Repair,  $150.7  


New Construction,  $0.2  


Charter School,  $97.8  


High Performance 
Schools,  $33.3  


Hardship,  $1.1  


Career Technical Education,  $3.5  


Remaining Bond Authority - $307.8 million 
(by program, in millions) 


As of April 07, 2014 







Unfunded List (Lack of AB 55 Loans) "True" Unfunded List* "Acknowledged" List* **


New Construction Applications Received
Prior to July 12, 2012


Applications Received
July 13, 2012 to October 31, 2012


Applications Received from
November 1, 2012


Unfunded List (Lack of AB 55 Loans) "True" Unfunded List "Acknowledged" List


Modernization Applications Received
Prior to May 3, 2012


Applications Received
May 4, 2012 to October 31, 2012


Applications Received from
November 1, 2012


Unfunded List (Lack of AB 55 Loans) "True" Unfunded List "Acknowledged" List


 Fully processed by OPSC
• SAB Approved - Bond Authority


 Waiting for an Apportionment through 


Priority Funding round - no guarantee of 
future funding.


 Fully processed by OPSC
• SAB Approved - no Bond Authority


 No guarantee of future funding or 
bond authority.


 Could be placed on "Lack of AB 55 


Loans" List if bond authority becomes 


available under current program.


 School board resolution required with 


submittal of application.
 Accepted but not processed by OPSC.
 SAB acknowledges but does not 


approve.
 No guarantee of future funding or 
bond authority.


* Applications on this List have no Bond Authority or guarantee of future funding. 


** If a school facilities program is approved in the future, it is unknown whether these projects will be processed or eligible for funding under the new criteria.


 


        School Facility Program
        Application Processing







Fund Recoveries* – January 2014 
(Totals represented in millions of dollars) 
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January 2014 


1A  47  55  1D  Totals 


NC  $0  $232,239  $5,641,063  $342,195  $6,215,497 


Modernization  $0  $0  $267,851  $128,707  $396,558 


Charter  $0  $500,000  $1,400,000  $200,000  $2,100,000 


COS  $0  $58,644  $0  $0  $58,644 


CTE  $0  $0  $0  $465,305  $465,305 


HP  $0  $0  $0  $39,630  $39,630 


Total  $9,275,633.50 


 
*Includes cash proceeds returned to the program through reductions to cost incurred, close-outs, loan repayments, and rescissions. 
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SCHOOL FACILITY PROGRAM 


New School Facilities Bond Program 
 
 
• AB 2235 (Buchanan – D and Hagman – R) proposes the Kindergarten-University Public 


Education Facilities Bond Act for the November 2014 ballot.  To date, the bill proposes keeping 
the School Facility Program funding model largely intact, with a few changes including: 


o providing the State Allocation Board with the option to require districts to re-establish 
program eligibility, and   


o limiting the funding to three main programs : new construction, modernization and 
charter school facilities.    
 


• On April 9th, the proposed bill was passed out of the Assembly Education Committee to the 
Assembly Higher Education Committee. There is not yet a dollar amount proposed for this 
bond. 
 


• The Administration has not yet indicated whether there is support for a school facilities bond, 
but has indicated that the state should continue to have a role in facilities funding.    
 


 







SCHOOL FACILITY PROGRAM 


Legislative Proposal for Funds Previously Deposited 
into the Deferred Maintenance Account 
 
PROPOSAL 
 
The Deferred Maintenance (DM) Program, under the authority of the State Allocation Board (SAB), and 
administered by the Office of Public School Construction (OPSC), has been effectively repealed.  
However, statutory language still has two sources (the Unused Site Program and Excess Repayments 
from the Lease-Purchase Program) that deposit funds into the State School Deferred Maintenance 
Fund.   
 
The Unused Site program, under the authority of the SAB, continues to generate approximately $2.75 


million per fiscal year in collected school district fees that are deposited into the State School 
Deferred Maintenance Fund.  The current statute does not have a mechanism to use the fees 
deposited into the State School Deferred Maintenance Fund for a different purpose.  The funds 
deposited in the future will not be able to be used. 


 
The State School Building Aid Fund (Fund) receives annual school district repayments of principal and 


interest for school building aid received by the districts from past state school bonds (1952 through 
1974). The Fund transfers money to the General Fund to cover that fiscal year’s cost to redeem the 
state school building aid bonds and the interest. “Excess repayments” refers to school district 
repayment monies remaining in the Fund after the annual transfer to the General Fund for bond and 
interest redemptions. “Excess repayment” funding is currently deposited into the State School 
Deferred Maintenance Fund and cannot be used for any other purpose. 


 
In addition to the problem of fees being deposited into the State Deferred Maintenance Fund, when 
the DM program was repealed, some sections of statute were not updated to reflect this change 
which may cause confusion for school districts and policymakers. 


 
OPSC and the DGS Office of Legislation submitted a Legislative Proposal to transfer the funds 
currently going into the State School Deferred Maintenance Fund to the Emergency Repair 
Program Account.  The Emergency Repair Program Account is used to provide funding to school 
districts that had/have emergency repair needs.  The Emergency Repair Program (ERP) came about as 
a result of a settlement made by the State of California as part of a lawsuit. The source of funding for 
the ERP is the general fund.  
 
OPSC and the DGS Office of Legislation are currently working with the Department of Finance to refine 
the proposal.  The proposal will be part of the May revise. 
 
In addition to changing where the fees will revert to, the Department of Finance is also adjusting the 
accounts where some OPSC administrative costs originate from.  In particular, $83,000 that was 
previously provided to the OPSC out of the Deferred Maintenance Fund will now come from the 
School Facilities Emergency Repair Account.  







 
GOVERNMENT OPERATIONS 


AGENCY 


 
Request for Approval of 


Proposed Legislation 


 
CONFIDENTIAL-Not Subject to Disclosure under the Public Records Act 


Department: 
GENERAL SERVICES 


Governor’s Office # 
 


Agency/Dept Log # 
 
Subject/Title: 
OPSC – Deferred Maintenance Cleanup & Transfer Unused Site Dollars & Excess Repayments 
to the Emergency Repair Program 
 
SUMMARY 
This proposal: 
 
1) Transfers the annual fees recovered by the Unused Site Program & Excess Repayments 


(that currently revert into the Deferred Maintenance fund) into the School Facilities 
Emergency Repair Account, and  
 


2) Makes minor technical amendments to Education Code (EC) sections to account for the 
repeal of the Deferred Maintenance (DM) Program.  


 
 
IDENTIFICATION OF PROBLEM 
The DM Program, under the authority of the State Allocation Board (SAB), and administered by 
the Office of Public School Construction (OPSC), has been effectively repealed.  However, 
statutory language still has two sources (the Unused Site Program and Excess Repayments from 
the Lease-Purchase Program) that deposit funds into the State Deferred Maintenance Fund.   
 
 


Departments Which May Be Affected: 
 


Approved Author: 
 


Suggested Author: 
 


Governor’s Office Use Only: 
 


______   To Legislative Counsel Only 
 


By/Date:  
Department Director/Date: 
 
 


Governor’s Office Use Only: Final 
 


______  Approved        ______  Disapproved 
 
______  Approved as Non-sponsored 
 
By:                                      Date: 


Fred Klass 
Agency Secretary/Date: 
 


Marybel Batjer 
 
 







Proposed Legislation   Page 2 
 
1.  The Unused Site program, under the authority of the SAB, continues to generate 


approximately $2.75 million per fiscal year in collected school district fees that are deposited 
into the State School Deferred Maintenance Fund.  The current statute does not have a 
mechanism to use the fees deposited into the State School Deferred Maintenance Fund for a 
different purpose.  The funds deposited in the future will not be able to be used. 


 
2.  The State School Building Aid Fund (Fund) receives annual school district repayments of 


principal and interest for school building aid received by the districts from past state school 
bonds (1952 through 1974). The Fund transfers money to the General Fund to cover that fiscal 
year’s cost to redeem the state school building aid bonds and the interest. “Excess 
repayments” refers to school district repayment monies remaining in the Fund after the annual 
transfer to the General Fund for bond and interest redemptions. “Excess repayment” funding is 
currently deposited into the State School Deferred Maintenance Fund and cannot be used for 
any other purpose. 


 
In addition to the problem of fees being deposited into the State Deferred Maintenance Fund, 
when the DM program was repealed, some sections of statute were not updated to reflect this 
change which may cause confusion for school districts and policymakers. 
 
PROPOSED SOLUTION 
To make use of the funds generated by the Unused Site Program, this proposal would amend   
EC Section 17224 and EC Section 17592.71 to specify that those funds would be transferred to 
the School Facilities Emergency Repair Account to fund SAB-approved ERP projects on the 
unfunded list instead of the State School Deferred Maintenance Fund.   
 
To make use of the “excess repayments” from the State School Building Aid Fund, this proposal 
would amend EC Section 17080 to specify that those funds would be transferred into the School 
Facilities Emergency Repair Account to fund SAB-approved ERP projects on the unfunded list 
instead of the State School Deferred Maintenance Fund.  In addition, text would be repealed 
that calls for continuous appropriation of the State School Deferred Maintenance Fund. 
 
Due to the state’s recent fiscal crisis, FY 2008-09 was the last year the ERP was funded, leaving 
$459.4 million of SAB-approved ERP projects on an unfunded list waiting for further ERP funding 
to be appropriated. 
 
This proposal would also make minor technical amendments to amend and/or delete 
unnecessary language related to the DM Program.  (Amend EC Sections 17582 and 17592.71; 
repeal EC Sections 17584.3, 17586, 17588, 17591 and 17592.) 
 
JUSTIFICATION 
Legislation is needed for the following reasons: 
 
There is no longer any benefit to transfer funds into the State School Deferred Maintenance 
Fund because AB 97, Chapter 47, Statutes of 2013, effective July 1, 2013, repealed six 
Education Code sections authorizing a DM funding program to be administered by the SAB. 
 
1) Existing law stipulates that funds received by the SAB for the Unused Site Program, which 


are not subject to return to a school district pursuant to EC Section 17223, shall revert to the 
DM Fund.  Because the DM Program has been repealed, if this proposal does not become 
enacted, the funds will remain in the account unused.  Moving these funds instead to 
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Emergency Repair Program (ERP) projects will be beneficial because it will allow 
approximately $2.75 million (15 projects) with emergency repair needs to be funded. 
 


2) Existing law also stipulates that funds from “excess repayments” from the State School 
Building Aid Fund (Lease-Purchase Program repayments from school districts) will revert to 
the DM fund.  Any such excess repayments transferred into the DM Fund would remain in 
that account unused.  Moving these funds instead to ERP projects will be beneficial as 
explained in 1) above.  This proposed transfer of excess repayments to fund ERP projects 
would be a transfer of approximately $673,000 representing existing repayments of Lease-
Purchase Program loans, plus one potential future repayment obligation of approximately 
$139,000. 
 


3) The EC sections indicated in this proposal for amendment and/or elimination pertain to a 
program that has been repealed and references other EC sections that no longer exist.  If 
this proposal is not enacted, the existing EC sections may cause confusion for school 
districts and policy makers. 


 
PROGRAM BACKGROUND/LEGISLATIVE HISTORY 
 
The Emergency Repair Program 
The ERP stemmed from the settlement of a class action lawsuit filed by the American Civil 
Liberties Union (ACLU) in May of 2000, known as Williams v. State of California.  The lawsuit 
claimed that the state had failed in its duty to provide students in the lowest performing schools 
with equal educational opportunity. The case was settled in August 2004 in what is now known 
as the Williams Settlement. In the settlement, the state allocated nearly $1 billion back to the 
school districts, including $800 million for a program to address the critical repair of facilities for 
schools in the lowest three ranks (deciles) of academic performance.  The funds for the repair of 
facilities are distributed through the ERP by the SAB. 
 
The terms of the Williams Settlement specifies that one-half of the funds in the Proposition 98 
Reversion Account, but no less than $100 million, would be made available annually until the 
$800 million for facilities was allocated.  This would have provided the total settlement amount to 
the ERP by the 2012-13 fiscal year.  To date, however, only $338 million has been provided for 
these projects.  The following chart shows the allocations proposed by the Governor and the 
final budget allocations for the ERP for the last nine years: 
 


Budget 
Year 


Proposed ERP 
Allocation 


(In Millions) 
Final ERP Allocation 


(In Millions) 


2004-05 N/A $5 
2005-06 $100 $196 
2006-07 $107 $137 
2007-08 $100 ($50) 
2008-09 $100 $50 
2009-10 $0 $0 
2010-11 $51 $0 
2011-12 $0 $0 
2012-13 $12.3 $0 
2013-14 $9.7 $0 


Total $480 $338 
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Applications have been processed in anticipation of settlement authority funds in future budget 
acts.  Those applications are approved by the SAB and placed on an unfunded list.  The 
projects on the unfunded list will eventually be funded, once cash becomes available.  There is 
also a pending list for projects beyond the settlement amount that will only be funded if sufficient 
project savings are returned to the ERP.   
 
The Unused Site Program 
 
The Unused Site Program became law in 1974 and requires that districts and county 
superintendents of schools pay a fee for properties that are not used for school purposes after 
specific time periods.  The fee is assessed on an annual basis and is equal to one percent (1%) 
of the adjusted value of the site.  For Fiscal Year 2012-13 fees are waived if the site is valued at 
less than $45,266.  The fee is calculated and adjusted annually by the OPSC, based on the 
Cost of Living Allowance provided by the California Department of Education.  
 
Unused site fees are waived if a district meets certain exclusions, including, but not limited to 
the following: the site is currently used to house Special Education students; the site is currently 
used to house students for any California Department of Education program (including Adult 
Education (EC 17219)). 
 
The average amount of fees collected for the program total $2.75 million annually. 
 
Excess Repayments from the State School Building Aid Fund 
 
School districts receiving bond aid from approved school building aid bond laws from 1952 
through 1974 were liable to pay back the principal and accrued interest in annual repayments 
for 30 years.  Repayments by the districts were accomplished by deducting the annual sum 
from the apportionments made to each district from the State School Fund.  The amounts 
deducted were transferred to the State School Building Aid Fund, and then transferred to the 
General Fund in the amount needed to cover the expenditures from the General Fund for 
redemption of that fiscal year’s state school building aid bonds and the interest.  “Excess 
repayments” refers to school district repayments remaining in the State School Building Aid 
Fund after sufficient fund transfers to the General Fund for that fiscal year’s principal and 
interest redemptions. 
 
The current balance in the State School Building Aid Fund is approximately $673,000. 
One potential future excess repayment of approximately $139,000 is expected from this source 
after July 1, 2014. All other repayments of principal and interest by school districts have been 
repaid.  
 
Legislative History 
 
Emergency Repair Program 
Chapter 899, Statutes of 2004 (SB 6 - Alpert) established the Emergency Repair Program as a 
reimbursement program.  The School Facilities Emergency Repair Account is to be funded from 
the Proposition 98 Reversion Account until a total of $800 million has been disbursed. 
 
Chapter 704, Statutes of 2006 (AB 607 – Goldberg) provided grant funding for the ERP in 
addition to the funding to reimburse applicants for emergency repairs. 
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Unused Sites 
Chapter 893, Statutes of 1997 (SB 161 – Greene) established the EC section that required that 
any funds in the State School Site Utilization Fund, including interest, which was not subject to 
return to a school district, shall revert to the Deferred Maintenance Fund. 
 
State School Building Aid Fund 
Authorized by EC Section 16096, Chapter 277, Statutes of 1996 (SB 1562 – Greene).  
Established as the depository of monies derived from the sale of bonds authorized by the 
Legislature and approved by the voters in the State School Building Aid Bond Laws of 1952, 
1954, 1956, 1958, 1960, 1962, 1964, and 1966, plus the State School Building Aid and 
Earthquake Construction and Replacement Bond Laws of 1972 and 1974.  On October 25, 2005 
this fund was administratively changed from a Bond Fund to a Working Capital and Revolving 
Fund. 
 
Deferred Maintenance 
Chapter 277, Statutes of 1996 (SB 1562 – Greene) established the Deferred Maintenance 
Program. 
 
Chapter 47, Statutes of 2013 (AB 97 - Budget Committee) repealed most of the DM provisions 
in the EC, essentially eliminating the program. 
 
ARGUMENTS PRO AND CON 
Pro: This proposal would: 


• Allow SAB-approved ERP projects that have been waiting on an unfunded list for 
several years to receive funding 


• Reduce the state’s settlement obligation 
 
Con: None 
 
 
PROBABLE SUPPORT AND OPPOSITION 
Support: American Civil Liberties Union  


State Allocation Board 
  School Districts with decile 1-3 schools 


Coalition for Adequate School Housing 
   
Opposition: None 
 
 
FISCAL IMPACT: 
Approximately $2.75 million per fiscal year in collected school district fees would be applied 
each year to ERP projects already approved by the SAB but awaiting state funding. 
 
In addition, transfers of approximately $673,000 to $812,000 from excess repayments would 
also be applied to ERP projects. 
 
The fiscal impact to DGS would be minimal and absorbable.  The cost of implementing this 
proposal would be absorbable.  Additional Personnel Years would not be required to carry out this 
proposal. 
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ECONOMIC IMPACT 
This proposal would provide approximately $2.75 million annually for the state’s lowest 
performing schools to address emergency repairs. 
 
COMPARISON WITH OTHER STATES 
N/A 
 
PERFORMANCE INDICATORS 
Currently, statute directs that unused site fees are deposited into the Deferred Maintenance 
Program fund.  These dollars cannot be used since the DM Program has been repealed.  By 
transferring the funds into the School Facilities Emergency Repair Account, the dollars can be 
used to fund projects currently awaiting funding on the unfunded list. 
 
OTHER AFFECTED AGENCIES AND THEIR ROLES/VIEWS 
The State Controller may be affected if this proposal is approved.  The State Controller would 
have the minor role of transferring the money from the State School Deferred Maintenance Fund 
into the School Facilities Emergency Repair Account. 
 
APPOINTMENTS 
N/A 
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DRAFT LANGUAGE 
 
Section 17080 of the Education Code is amended to read: 
 
(a)Notwithstanding any other provision of law, whenever moneys transferred to the General 
Fund each year from (1) moneys deposited in the Public School Building Loan Fund pursuant to 
Section 15735, and (2) moneys deposited in the State School Building Aid Fund pursuant to 
Section 16080, are in excess of the amounts required to reimburse the General Fund on 
account of principal and interest due and payable for that fiscal year on all school building aid 
bonds outstanding against the state, an amount equal to such excess is appropriated from the 
General Fund as  follows: 
(a) Prior to July 1, 2013, for purposes of the Leroy F. Greene State School Building Lease-
Purchase Law of 1976 (Chapter 12 (commencing with Section 17000)) and Section 17584.  The 
Controller shall transfer, as directed by the State Allocation Board, such appropriated amount to 
the State School Building Lease-Purchase Fund and to the State School Deferred Maintenance 
Fund, which is hereby was thereby established., or 
(b) On and after July 1, 2013, for purposes of emergency school facilities needs to the School 
Facilities Emergency Repair Account, established pursuant to Article 1.5 (commencing with 
Section 17592.70), of Chapter 5 of Part 10.5.  The Controller shall transfer such appropriated 
amount to the School Facilities Emergency Repair Account, which was thereby established.  
(b)  In addition to the amount transferred pursuant to subdivision (a), the Controller shall transfer 
annually from the General Fund to the State School Deferred Maintenance Fund an amount 
equal to any amount transferred to or deposited in the General Fund as a result of repayment of 
any loan made by the board pursuant to Section 17005.15. 
(c)  Notwithstanding Section 13340 of the Government Code, the State School Deferred 
Maintenance Fund is continuously appropriated for the purposes for which it is established.   
 
Section 17224 of the Education Code is amended to read: 
 
Any funds in the State School Site Utilization Fund, including interest, that are not subject to 
return to a school district pursuant to Section 17223 shall revert to the Deferred Maintenance 
Fund. School Facilities Emergency Repair Account. 
 
Section 17582 of the Education Code is amended to read: 
 
(a) The governing board of a school district may establish a restricted fund to be known as the 
“district deferred maintenance fund” for the purposes including, but not limited to, of major repair 
or replacement of plumbing, heating, air conditioning, electrical, roofing, and floor systems, the 
exterior and interior painting of school buildings, the inspection, sampling, and analysis of 
building materials to determine the presence of asbestos-containing materials, the 
encapsulation or removal of asbestos-containing materials, the inspection, identification, 
sampling, and analysis of building materials to determine the presence of lead-containing 
materials, and the control, management, and removal of lead-containing materials, and any 
other items of maintenance approved by the State Allocation Board.  Funds deposited in the 
district deferred maintenance fund may be received from any source and shall be accounted for 
separately from all other funds and accounts and retained in the district deferred maintenance 
fund for purposes of this section.  The term “school building” as used in this article includes a 
facility that a county office of education is authorized to use pursuant to Article 3 (commencing 
with Section 17280) of Chapter 3. 
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(b) Funds deposited in the district deferred maintenance fund shall only be expended for 
maintenance purposes as provided pursuant to subdivision (a). 
(c) The governing board of each school district shall have complete control over the funds and 
earnings of funds once deposited in the district deferred maintenance fund. 
 
Section 17592.71 of the Education Code is amended to read: 
 
(a) There is hereby established in the State Treasury the School Facilities Emergency Repair 
Account. The State Allocation Board shall administer the account. 
(b) (1) Commencing with the 2005–06 fiscal year, an amount of moneys shall be transferred in 
the annual Budget Act from the Proposition 98 Reversion Account to the School Facilities 
Emergency Repair Account, equaling 50 percent of the unappropriated balance of the 
Proposition 98 Reversion Account or one hundred million dollars ($100,000,000), whichever 
amount is greater. Moneys transferred pursuant to this subdivision shall be used for the purpose 
of addressing emergency facilities needs pursuant to Section 17592.72. 
(2) Notwithstanding paragraph (1), for the 2008–09 fiscal year, the amount of money to be 
transferred from the Proposition 98 Reversion Account to the School Facilities Emergency 
Repair Account pursuant to paragraph (1) shall not exceed one hundred one million dollars 
($101,000,000). 
(3) Notwithstanding paragraph (1), for the 2009–10 fiscal year, the amount of money to be 
transferred from the Proposition 98 Reversion Account to the School Facilities Emergency 
Repair Account pursuant to paragraph (1) shall be zero dollars ($0). 
(4) Notwithstanding paragraph (1), for the 2010–11 fiscal year, the amount of money to be 
transferred from the Proposition 98 Reversion Account to the School Facilities Emergency 
Repair Account pursuant to paragraph (1) shall be zero dollars ($0). 
(5) Notwithstanding paragraph (1), for the 2011–12 fiscal year, the amount of money to be 
transferred from the Proposition 98 Reversion Account to the School Facilities Emergency 
Repair Account pursuant to paragraph (1) shall be zero dollars ($0). 
(6) Notwithstanding paragraph (1), for the 2012–13 and 2013–14 fiscal years, the amount of 
money to be transferred from the Proposition 98 Reversion Account to the School Facilities 
Emergency Repair Account pursuant to paragraph (1) shall be zero dollars ($0). 
(c) The Legislature may transfer to the School Facilities Emergency Repair Account other one-
time Proposition 98 funds, except funds specified pursuant to Section 41207, as repealed and 
added by Section 6 of Chapter 216 of the Statutes of 2004. Donations by private entities shall 
be deposited in the account and, for tax purposes, be treated as otherwise provided by law. 
(d) Commencing with the 2013-14 Fiscal year, available funding in the State School Site 
Utilization Fund shall be transferred to the School Facilities Emergency Repair Account. 
(d) (e) Funds shall be transferred pursuant to this section until a total of eight hundred million 
dollars ($800,000,000) has been disbursed from the School Facilities Emergency Repair 
Account. 
 
Repeal the following sections from the Education Code regarding deferred maintenance: 
17584.3, 17586, 17588, 17591 and 17592. 
 
17584.3. 
(a) A priority for use of funds appropriated pursuant to Section 17584 shall be to ensure that 
facilities, including, but not limited to, restroom facilities for pupils, are functional and that they 
meet local hygiene standards generally applicable to public facilities. 
(b) This section does not authorize the use of funds apportioned pursuant to Section 17584 for 
regular operational and maintenance costs of restrooms and other facilities. The funds 
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apportioned pursuant to Section 17584 may only be used for the deferred maintenance of those 
facilities consistent with subdivision (a) of Section 17582. 
 
17586. 
Notwithstanding any limitations imposed as a result of actions taken by the State Allocation 
Board pursuant to Section 17462, a school district shall be eligible to receive an apportionment 
pursuant to subdivision (b) of Section 17584, if it meets all of the following criteria: 
(a) There are excess revenues that resulted from the sale of surplus sites upon which there was 
no encumbrance to the board. 
(b) The Superintendent of Public Instruction has verified all of the following: 
(1) The district had a fiscal emergency in any one or both of the 1987–88 and 1988–89 fiscal 
years. 
(2) The fiscal emergency was caused primarily by required expenditures. 
(3) The district has taken reasonable steps to address the fiscal emergency. 
 
17588. 
As a result of the determination made in Section 17587, the State Allocation Board may do any 
of the following: 
(a) Increase the apportionment to an eligible school district by the amount it determines 
necessary to complete the critical project, and require a contribution by the district. 
(b) Waive repayment by the district, in whole or in part. 
(c) Reduce state apportionments pursuant to Section 17584 in future years to offset the 
increased apportionment. 
The State Allocation Board shall develop and adopt regulations for the application of 
subdivisions (a), (b), and (c). The regulations may give consideration to a school district’s 
financial resources, ongoing deferred maintenance needs, and the nature of the project for 
which the hardship apportionment is requested. 
The waiver authorized in subdivision (b) may be applied by the board to any repayment 
otherwise required by law, regardless of apportionment date. 
 
17591. 
Each district desiring an apportionment pursuant to Section 17584 shall file with the State 
Allocation Board and receive approval of a five-year plan of the maintenance needs of the 
district over that five-year period. This plan may be amended from time to time. Any expenditure 
of funds from the district deferred maintenance fund shall conform to the plan approved by the 
State Allocation Board. 
 
17592. 
From any moneys in the State School Deferred Maintenance Fund, the board shall make 
available to the Director of General Services such amounts as it determines necessary to 
provide the assistance, pursuant to this chapter, required by Section 15504 of the Government 
Code. 
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SCHOOL FACILITY PROGRAM 


Trailer Bill Related to Specialized Programs in the 
School Facility Program (SFP) 
 
 
Bond authority for the new construction and modernization programs under the SFP has been 
depleted.  There is some authority remaining in the specialized programs that were created as part of 
Proposition 1D. 
 
There are $XXX in new construction and $XXX in modernization projects that have been processed 
and presented to the State Allocation Board that are waiting on the Unfunded List (Lack of Bond 
Authority).   
 
In an effort to make bond authority available to areas that show current need, the Administration has 
proposed budget trailer bill language that would reduce the bond authority from some specialized 
programs and make it available for new construction and modernization purposes.  The specialized 
programs that would be reduced include: 
 


• Seismic Mitigation  
• Overcrowding Relief Grant 
• Career Technical Education 
• High Performance Incentive Grant 


 
The bond authority allocation for the Charter School Facilities Program would not be transferred out 
of the program.  
 
Available funds as of July 1, 2014 would be transferred. 
 
There have been some stakeholders and legislators who object to the proposed transfer, particularly 
with respect to the Seismic Mitigation authority.  One reason for concern is that funds for this program 
are intended to fix buildings that may not perform well in the event of an earthquake.  If there is an 
earthquake and students are injured, there may be a perception of liability if the bond funds for this 
purpose were used for other project types. However, the funds have been available for a number of 
years and there has not been a large demand.  It is also important to note that there are several 
districts (including Long Beach USD and Garden Grove USD) that have expressed concern with the 
transfer because they are working through the plan approval process for their seismic mitigation 
projects and anticipate submitting a funding application in the future.  
 
LEGISLATIVE ANALYST OFFICE PROPOSAL 
 
The LAO is currently analyzing the Governor’s transfer proposal.  Preliminarily it appears they may 
suggest some changes.   
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An act to amend Section 101012 of, and to add Sections 17070.965, 
 


17078.73, and 17079.40 to, the Education Code, relating to school 


facilities, and declaring the urgency thereof, to take effect immediately. 
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THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS: 
 
 


SECTION 1.  Section 17070.965 is added to the Education Code, immediately 


following Section 17070.96, to read: 


17070.965.  On or after June 30, 2014, the board shall not approve funding for 


incentive grants to promote the use of designs and materials in new construction and 


modernization projects that include the attributes of high-performance schools, 


including, but not limited to, the elements set forth in Section 17070.96. 


SEC. 2.   Section 17078.73 is added to the Education Code, to read: 
 


17078.73.   On or after June 30, 2014, the board shall not approve any projects 


pursuant to this article. 


SEC. 3.   Section 17079.40 is added to the Education Code, to read: 
 


17079.40.   On or after June 30, 2014, the board shall not approve any projects 


pursuant to this article. 


SEC. 4.   Section 101012 of the Education Code is amended to read: 
 


101012.   (a) The proceeds from the sale of bonds, issued and sold for the 


purposes of this chapter, shall be allocated in accordance with the following schedule: 


(1) The amount of one billion nine hundred million dollars ($1,900,000,000) 


eight hundred forty-three million dollars ($1,843,000,000) for new construction of 


school facilities of applicant school districts under Chapter 12.5 (commencing with 


Section 17070.10) of Part 10 of Division 1 of Title 1. Of the amount allocated under 


this paragraph, up to 10.5 percent shall be available for purposes of seismic repair, 


reconstruction, or replacement, pursuant to Section 17075.10. 17075.10, until June 30, 


2014. On or after July 1, 2014, 50 percent of the unencumbered balance of funds 
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previously available for purposes of seismic repair, reconstruction, or replacement, 


pursuant to Section 17075.10, shall be available for new construction of school facilities 


of applicant school districts under Chapter 12.5 (commencing with Section 17070.10) 


of Part 10 of Division 1 of Title 1, and 50 percent shall be available for purposes of 


paragraph (3). 


(2) The amount of five hundred million dollars ($500,000,000) shall be available 


for providing school facilities to charter schools pursuant to Article 12 (commencing 


with Section 17078.52) of Chapter 12.5 of Part 10 of Division 1 of Title 1. 


(3) The amount of three billion three hundred million dollars ($3,300,000,000) 


four hundred five million five hundred thousand dollars ($3,405,500,000) for the 


modernization of school facilities pursuant to Chapter 12.5 (commencing with Section 


17070.10) of Part 10 of Division 1 of Title 1. 
 


(4) The amount of five hundred million dollars ($500,000,000) four hundred 


ninety-seven million dollars ($497,000,000) for the purposes set forth in Article 13 


(commencing with Section 17078.70) of Chapter 12.5 of Part 10 of Division 1 of Title 


1, relating to facilities for career technical education programs. Of the amount not yet 


approved by the State Allocation Board pursuant to this paragraph by June 30, 2014, 


50 percent shall be available for purposes of paragraph (1), and 50 percent shall be 


available for purposes of paragraph (3). If an apportionment or State Allocation Board 


approval pursuant to this paragraph is rescinded on or after June 30, 2014, the rescinded 


amount shall be available for purposes of paragraphs (1) and (3), and the State 


Allocation Board shall determine the percentage of the rescinded amount to be used 
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for purposes of paragraph (1) and the percentage of the rescinded amount to be used 


for purposes of paragraph (3). 


(5) Of the amounts allocated under paragraphs (1) and (3), up to two hundred 


million dollars ($200,000,000) for the purposes set forth in Chapter 894 of the Statutes 


of 2004, relating to incentives for the creation of smaller learning communities and 


small high schools. 


(6) The amount of twenty-nine million dollars ($29,000,000) for the purposes 


set forth in Article 10.6 (commencing with Section 17077.40) of Chapter 12.5 of Part 


10 of Division 1 of Title 1, relating to joint use projects. 
 


(7) The amount of one billion dollars ($1,000,000,000) nine hundred eighty-nine 


million five hundred thousand dollars ($989,500,000) shall be available for providing 


new construction funding to severely overcrowded schoolsites pursuant to Article 14 


(commencing with Section 17079) of Chapter 12.5 of Part 10. 10 of Division 1 of Title 


1. Of the amount not yet approved by the State Allocation Board pursuant to this 


paragraph by June 30, 2014, 50 percent shall be available for purposes of paragraph 


(1), and 50 percent shall be available for purposes of paragraph (3). If an apportionment 


or State Allocation Board approval pursuant to this paragraph is rescinded on or after 


June 30, 2014, the rescinded amount shall be available for purposes of paragraphs (1) 


and (3), and the State Allocation Board shall determine the percentage of the rescinded 


amount to be used for purposes of paragraph (1) and the percentage of the rescinded 


amount to be used for purposes of paragraph (3). 


(8) The amount of one hundred million dollars ($100,000,000) sixty-five million 


dollars ($65,000,000) for incentive grants to promote the use of designs and materials 
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in new construction and modernization projects that include the attributes of 


 
high-performance schools, including, but not limited to, the elements set forth in Section 


 
17070.96, pursuant to regulations adopted by the State Allocation Board. Of the amount 


not yet approved by the State Allocation Board pursuant to this paragraph by June 30, 


2014, 50 percent shall be available for purposes of paragraph (1), and 50 percent shall 


be available for purposes of paragraph (3). If an apportionment or State Allocation 


Board approval pursuant to this paragraph is rescinded on or after June 30, 2014, the 


rescinded amount shall be available for purposes of paragraphs (1) and (3), and the 


State Allocation Board shall determine the percentage of the rescinded amount to be 


used for purposes of paragraph (1) and the percentage of the rescinded amount to be 


used for purposes of paragraph (3). 


(b) School districts may use funds allocated pursuant to paragraph (3) of 


subdivision (a) only for one or more of the following purposes in accordance with 


Chapter 12.5 (commencing with Section 17070.10) of Part 10 of Division 1 of Title 


1: 
 


(1) The purchase and installation of air-conditioning equipment and insulation 


materials, and related costs. 


(2) Construction projects or the purchase of furniture or equipment designed to 


increase school security or playground safety. 


(3) The identification, assessment, or abatement in school facilities of hazardous 


asbestos. 


(4) Project funding for high-priority roof replacement projects. 
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(5) Any other modernization of facilities pursuant to Chapter 12.5 (commencing 


with Section 17070.10) of Part 10 of Division 1 of Title 1. 


(c) Funds allocated pursuant to paragraph (1) of subdivision (a) may also be 


utilized used to provide new construction grants for eligible applicant county boards 


of education under Chapter 12.5 (commencing with Section 17070.10) of Part 10 of 


Division 1 of Title 1 for funding classrooms for severely handicapped pupils, or for 


funding classrooms for county community school pupils. 


(d) (1) The Legislature may amend this section to adjust the funding amounts 


specified in paragraphs (1) to (8), inclusive, of subdivision (a), only by either of the 


following methods: 


(A) By a statute, passed in each house of the Legislature by rollcall vote entered 


in the respective journals, by not less than two-thirds of the membership in each house 


concurring, if the statute is consistent with, and furthers the purposes of, this chapter. 


(B) By a statute that becomes effective only when approved by the voters. 


(2) Amendments pursuant to this subdivision may adjust the amounts to be 


expended pursuant to paragraphs (1) to (8), inclusive, of subdivision (a), but may not 


increase or decrease the total amount to be expended pursuant to that subdivision. 


(e) Funds available pursuant to this section may be used for acquisition of school 


facilities authorized pursuant to Section 17280.5. 


SEC. 5.  The Legislature finds and declares that this act is consistent with, and 


furthers the purposes of, Chapter 2 (commencing with Section 101010) of Part 69 of 


Division 14 of Title 3 of the Education Code. 
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SEC. 6.  This act is an urgency statute necessary for the immediate preservation 


of the public peace, health, or safety within the meaning of Article IV of the Constitution 


and shall go into immediate effect. The facts constituting the necessity are: 


In order for school districts to continue to access existing bond authority and for 


bond funds to continue stimulating the economy, it is necessary for this act to take 


effect immediately. 
 


- 0 - 
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Bill No. 


 
as introduced,   . 


 
General Subject: School facilities: construction: bond act. 


 
 
 
 


(1) Existing law requires a school district, as part of its application for funding 


under the Leroy F. Greene School Facilities Act of 1998, to certify that is has considered 


the feasibility of using design and materials for the construction or modernization 


project that promote the efficient use of energy and water, the maximum use of natural 


lighting and indoor air quality, the use of recycled materials and materials that emit a 


minimum of toxic substances, the use of acoustics conducive to teaching and learning, 


and other characteristics of high-performance schools. 


This bill, on or after June 30, 2014, would prohibit the State Allocation Board 


from approving funding for incentive grants to promote the use of designs and materials 


in new construction and modernization projects that include the attributes of 


high-performance schools. 
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(2) Existing law establishes the Career Technical Education Facilities Program 


to provide funding to qualifying local educational agencies for the purpose of 


constructing new facilities or reconfiguring existing facilities to enhance educational 


opportunities for pupils in existing high schools in order to provide them with the skills 


and knowledge necessary for the high-demand technical careers of today and tomorrow. 


This bill, on or after June 30, 2014, would prohibit the State Allocation Board 


from approving any projects pursuant to the Career Technical Education Facilities 


Program. 


(3) Existing law requires the State Allocation Board to apportion an overcrowding 


relief grant to school districts on behalf of each eligible pupil equal to the appropriate 


per-unhoused-pupil grant, as specified. 


This bill, on or after June 30, 2014, would prohibit the State Allocation Board 


from approving any projects funded by overcrowding relief grants. 


(4) The Kindergarten-University Public Education Facilities Bond Act of 2006 


(bond act) provides for the issuance and sale of $10,416,000,000 in state general 


obligation bonds, of which $7,329,000,000 are for elementary and secondary school 


facilities. The bond act sets aside $1,900,000,000 of the latter amount for new 


construction of school facilities and requires up to 10.5% of this amount to be available 


for purposes of seismic repair, reconstruction, or replacement, as specified. The bond 


act also sets aside $3,300,000,000 for modernization of school facilities, $500,000,000 


for facilities for career technical education programs, $1,000,000,000 for providing 


funding for new construction funding to severely overcrowded school sites, and 


$100,000,000 for incentive grants to promote the use of designs and materials in new 
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construction and modernization projects that include the attributes of high-performance 


schools, as specified. Existing law authorizes the Legislature to adjust the funding 


amounts set aside for specific purposes related to elementary and secondary school 
 
facilities by a statute passed in each house of the Legislature by a ⁄3  vote if the statute 


 
is consistent with, and furthers the purposes of, provisions of the bond act related to 


elementary and secondary school facilities. 


This bill would reduce the amount set aside for new construction of school 


facilities to $1,843,000,000, and, on or after July 1, 2014, would require 50% of the 


unencumbered balance of funds previously available for purposes of seismic repair, 


reconstruction, or replacement to be available for new construction of school facilities, 


as specified, and would require the other 50% to be available for modernization of 


school facilities. The bill would also increase the amount set aside for modernization 


of school facilities to $3,405,500,000, reduce the amount set aside for facilities for 


career technical education programs to $497,000,000, reduce the amount set aside for 


new construction funding for severely overcrowded schoolsites to $989,500,000, and 


reduce the amount set aside for incentive grants to promote the use of designs and 


materials in new construction and modernization projects that include the attributes of 


high-performance schools to $65,000,000. The bill, would require 50% of the funds 


not yet approved by the State Allocation Board by June 30, 2014, for facilities for 


career technical education programs, for new construction funding for severely 


overcrowded schoolsites, and for incentive grants to promote the use of designs and 


materials in new construction and modernization projects that include the attributes of 


high-performance schools, to be available for new construction of school facilities, as 
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specified, and would require the other 50% to be available for modernization of school 


facilities. The bill, if an apportionment or State Allocation Board approval is rescinded 


on or after June 30, 2014, for facilities for career technical education programs, for 


new construction funding for severely overcrowded schoolsites, or for incentive grants 


to promote the use of designs and materials in new construction and modernization 


projects that include the attributes of high-performance schools, would require the 


rescinded amount to be available for new construction of school facilities or 


modernization of school facilities, as specified, in an amount to be determined by the 


State Allocation Board. The bill includes a legislative finding and declaration that this 


act is consistent with, and furthers the purposes of, provisions of the bond act related 


to elementary and secondary school facilities. 


(5) This bill would declare that it is to take effect immediately as an urgency 


statute. 


Vote: 2⁄3. Appropriation: no.  Fiscal committee: yes.  State-mandated local 


program: no. 












Since November 1998


School Facility Program Accomplishments
The School Facility Program was established to administer bond funds provided for K-12 facility needs. Proposition 1A, the largest 


general obligation bond in California history, was approved by the voters in November 1998. The School Facility Program continued 


to provide funds as voters approved Proposition 47 in 2002, Proposition 55 in 2004, and Proposition 1D in 2006. 


As of April 07, 2014, the State Allocation Board has approved:


STATEWIDE TOTAL ................................................................................................................... $ 33,598,112,245


Modernization—To modernize facilities for 3,009,817 students in 6,480 projects ................................................ $ 11.38 billion
 (includes $ 3.4 million unfunded*)


New Construction—To house over 1,281,873 students in 3,659 projects................................................................$ 17.79 billion
 (includes $37.6 million unfunded*)


Charter School Facilities .............................................................................................................................................$ .40 billion
 (includes $ 92.0 million unfunded*)


Critically Overcrowded Schools .................................................................................................................................$2.34 billion
 ($ -0-)


Career Technical Education Facilities ..........................................................................................................................$ .50 billion
 (includes $46.2 million unfunded*)


Joint-Use ................................................................................................................................................................... $ .18 billion
 ($ -0-)


Overcrowding Relief .................................................................................................................................................. $ .92 billion
 (includes $ 100.9 million unfunded*)


*Unfunded approvals do not constitute a guarantee of future funding


A Discussion of


PUBliC SChOOl FACiliTy FUNDiNg


Presented by the:


Office of Public School Construction
lisa Silverman, Executive Officer
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The graphic uses Project Information Worksheet (PIW) data to detail the number of facility component types constructed, including square footages for 890 
new construction projects apportioned from 2008 through April 17, 2014 that were required to submit a PIW at the time this data was compiled. The submittal 
of a PIW is required at three times for a new construction project: 1) the full grant fund release; 2) the first annual expenditure report (one year following the 
fund release); and 3) the final expenditure report (when the project is deemed complete). This graphic does not include any apportioned project for which a 
fund release was not submitted when the data was compiled. 
Other includes (but is not limited to) facilities such as staff rooms, conference rooms and resource rooms.
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Propositions 47, 55 and 1D New Construction Projects Built
Project Information Worksheet* 


As of April 7, 2014
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The submittal of a PIW is required at three times for a new construction project: 1) the full grant fund release; 2) the first annual expenditure 
report (one year following the fund release); and 3) the final expenditure report (when the project is deemed complete). This graphic does not 
include any apportioned project for which a fund release was not submitted when the data was compiled. 


*


The graphic displays the permanent square footage construction versus the total square footage construction (which 
includes modular and portable construction) for 890 new construction projects apportioned from January 2008 through 
April 7, 2014 and for which a Project Information Worksheet (PIW) was submitted.*
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North Coast


Northeastern


Capital


Bay


South Bay


Delta Sierra


Central Valley


Costa Del Sol


Southern


Riverside, Inyo, Mono, San Bernardino


Los Angeles


115,015


89,915


419,261


596,088


398,354


261,122


413,991


421,861


1,038,240


844,627


1,564,205


REGIONS
2012/13 


ENROLLMENT







The submittal of a PIW is required at three times for a new construction project: 1) the full grant fund release; 2) the first annual expenditure 
report (one year following the fund release); and 3) the final expenditure report (when the project is deemed complete). This graphic does not 
include any apportioned project for which a fund release was not submitted when the data was compiled. The data includes the state 
apportionment, district match, any additional district funding and excludes site acquisition amounts. The 890 projects include 161 financial 
hardship apportionments at the final adjusted grant funding stage.
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*


The graphic displays, in millions, the distribution of reported local and state project expenditures (excluding site 
acquisition), in the amount $15.5 billion, for 890 School Facility Program new construction projects apportioned from 
January 2008 to April 7, 2014 and for which a Project Information Worksheet (PIW) was submitted*. The data includes 
the state apportionment, district match, any additional district funding and excludes site acquisition amounts.
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Project Information Worksheet
Gross Construction Expenditures by County


The graphic displays the gross construction expenditures construction for 890 new construction projects apportioned 
from January 2008 through April 7, 2014 and for which a Project Information Worksheet (PIW) was submitted.* The 
data includes the state funding, required district match, and any additional district funding.


The submittal of a PIW is required at three times for a new construc-
tion project: 1) the full grant fund release; 2) the first annual expendi-
ture report (one year following the fund release); and 3) the final 
expenditure report (when the project is deemed complete). This 
graphic does not include any apportioned project for which a fund 
release was not submitted when the data was compiled. 


*
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New Schools vs. Additions


Number of Projects


State Funding (in Millions)


Additions, 
Classrooms Only


Additions
Classrooms Only 


New School Projects


New School Projects


81
(9.1%)


440
(49.4%)


$4,596
(75.9%)


$1,168
(19.3%)


$291
(4.8%)


369
(41.5%)


The charts below use data from 890 School Facility Program new construction projects apportioned from January 2008 
to April 7, 2014 and for which a Project Information Worksheet (PIW) was submitted*. The top chart displays the number 
of apportioned projects by the following categories: new school, addition projects with classrooms only, and addition 
projects with classrooms and subsidiary facilities. The bottom chart displays the amount of state funding (excluding site 
acquisition) by category.


The submittal of a PIW is required at three times for a new construction project: 1) the full grant fund release; 2) the first annual expenditure 
report (one year following the fund release); and 3) the final expenditure report (when the project is deemed complete). This graphic does not 
include any apportioned project for which a fund release was not submitted when the data was compiled.
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(126)


The submittal of a PIW is required at three times for a new construction project: 1) the full grant fund release; 2) the first annual expenditure 
report (one year following the fund release); and 3) the final expenditure report (when the project is deemed complete). This graphic does not 
include any apportioned project for which a fund release was not submitted when the data was compiled.


SCHOOL FACILITY PROGRAM


Architectural Plans - Custom vs. Prototype Drawings


The chart displays the number of projects utilizing custom architectural plans for 890 School Facility Program
new construction projects apportioned from January 2008 to April 7, 2014 and for which a Project Information 
Worksheet (PIW) was submitted*. 
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The chart below uses data from 890 new construction projects apportioned from January 2008 through April 7, 2014, that 
were required to submit a Project Information Worksheet (PIW) at the time this data was compiled.* The data includes the 
state funding, required district match, and any additional district funding.  


The submittal of a PIW is required at three times for a new construction project: 1) the full grant fund release; 2) the first annual expenditure report 
(one year following the fund release); and 3) the final expenditure report (when the project is deemed complete). This graphic does not include any 
apportioned project for which a fund release was not submitted when the data was compiled. The 890 projects include 161 financial hardship 
apportionments at the final adjusted grant funding stage.
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County Enrollment 2012 - 2013 County Enrollment 2012 - 2013
Alameda 220,286 Orange 501,801
Amador 4,184 Plumas 2,157
Butte 31,262 Riverside 425,968


Calaveras 5,959 Sacramento 238,290
Colusa 4,482 San Benito 11,233


Contra Costa 171,418 San Bernardino 412,163
Del Norte 4,197 San Diego 499,850
El Dorado 29,441 San Francisco 57,860


Fresno 196,503 San Joaquin 139,146
Glenn 5,515 San Luis Obispo 34,670


Humboldt 17,936 San Mateo 93,931
Imperial 36,589 Santa Barbara 66,837


Inyo 4,458 Santa Clara 273,701
Kern 178,671 Santa Cruz 39,960


Kings 28,781 Shasta 27,176
Lake 9,145 Sierra 381


Lassen 4,645 Siskiyou 5,898
Los Angeles 1,564,205 Solano 64,010


Madera 30,478 Sonoma 70,637
Marin 31,868 Stanislaus 105,588


Mariposa 1,916 Sutter 21,170
Mendocino 13,100 Tehama 10,495


Merced 56,349 Trinity 1,622
Modoc 1,445 Tulare 99,964
Mono 2,038 Tuolumne 6,245


Monterey 73,460 Ventura 141,683
Napa 20,725 Yolo 29,250


Nevada 12,509 Yuba 13,802
Total State Enrollment - 6,226,989
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$1.51 billion
693 Projects


12,124 Classrooms
398,354 students


$0.39 billion
288 Projects
2,304 Classrooms
89,915 students


$0.45 billion
352 Projects


2,942 Classrooms
115,015 students


$2.08 billion
749 Projects
11,812 Classrooms
419,261 students


$3.03 billion
1,265 Projects


21,497 Clasrooms
596,088 students


$1.55 billion
469 Projects
6,575 Classrooms
261,122 students


$2.16 billion
957 Projects
10,213 Classrooms
413,991 students


$6.06 billion
1,375 Projects
22,315 Classrooms
844,627 students


$5.19 billion
1,627 Projects
32,868 Classrooms
1,038,240 students


$9.23 billion
2,569 Projects


57,654 Classrooms
1,564,205 students


$1.67 billion
690 Projects


11,412 Classrooms
421,861 students


The below map illustrates the regional distribution of $33.32 billion in school facility funding* awarded by the 
State Allocation Board from 1998 to present. The map also shows the regional distribution of projects, classrooms 
and K-12 student enrollment** for each region.


Funds are distributed based on voluntary program participation and individual school district grant 
requests.
The 2012/2013 pupil enrollment is based on the California Basic Educational Data System(CBEDS).


*


**


Funding by School Facility Program Service Region as of April 7, 2014


All Programs
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The below map illustrates the regional distribution of $17.7 billion in New Construction (NC) school facility 
funding awarded by the State Allocation Board from 1998 to present. The map also shows the regional 
distribution of projects.
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The below map illustrates the regional distribution of $11.4 billion in Modernization (MOD) school facility 
funding awarded by the State Allocation Board from 1998 to present. The map also shows the regional 
distribution of projects.
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The below map illustrates the regional distribution of $2,335.9 million in Critically Overcrowded Schools (COS) 
facility funding awarded by the State Allocation Board from 1998 to present. The map also shows the regional 
distribution of projects.


Funding by School Facility Program Service Region as of April 7, 2014


Critically Overcrowded Schools Program







1 North Coast


2 Northeastern


3 Capital


4 Bay


5 South Bay


6 Delta Sierra


7 Central Valley


8 Costa Del Sol


9 Southern


10 Riverside, Inyo, Mono, San Bernardino


11 Los Angeles


Regions


$0 million
0 Projects


$0 million
0 Projects


$17.1 million
4 Projects


$65.1 million
13 Projects


$1.0 million
1 Project


$32.9 million
11 Projects


$132.5 million
19 Projects


$144.0 million
26 Projects


$412.3 million
50 Projects


$12.9 million
2 Project


$6.2 million
2 Projects


The below map illustrates the regional distribution of $824.0 million in Overcrowding Relief Grant (ORG) school 
facility funding awarded by the State Allocation Board from 1998 to present. The map also shows the regional 
distribution of projects.
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The below map illustrates the regional distribution of $403.6 million in Charter School Facilities Program (CSFP) 
funding awarded by the State Allocation Board from 1998 to present. The map also shows the regional distribution 
of projects.
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$51.9 million
49 Projects


The below map illustrates the regional distribution of $449.2 million in Career Technical Education Facilities 
Program (CTEFP) school facility funding awarded by the State Allocation Board from 1998 to present. The map also 
shows the regional distribution of projects.


Funding by School Facility Program Service Region as of April 7, 2014


Career Technical Education Facilities Program







1 North Coast


2 Northeastern


3 Capital


4 Bay


5 South Bay


6 Delta Sierra


7 Central Valley


8 Costa Del Sol


9 Southern


10 Riverside, Inyo, Mono, San Bernardino


11 Los Angeles


Regions


$1.2 million
1 Project


$6.5 million
10 Projects


$22.8 million
20 Projects


$24.9 million
21 Projects


$20.5 million
17 Projects


$33.9 million
28 Projects


$11.2 million
12 Projects


$24.9 million
34 Projects


$14.4 million
13 Projects


$11.7 million
9 Projects


$7.4 million
5 Projects


The below map illustrates the regional distribution of $179.4 million in Joint–Use (JU) school facility funding 
awarded by the State Allocation Board from 1998 to present. The map also shows the regional distribution 
of projects.


Funding by School Facility Program Service Region as of April 7, 2014


Joint–Use Program








OFFICE OF PUBLIC SCHOOL CONSTRUCTION
ADMINISTRATIVE COSTS FOR FISCAL YEARS


2009-2010,  2010-2011,  2011-2012 & 2012-2013 


Fiscal Year As of 6-30-10 Fiscal Year As of  6-30-11 Fiscal Year As of  06-30-12 Fiscal Year As of 06-30-13 Fiscal Year As of  03-31-14


Budgeted Actual Budgeted Actual Budgeted Actual Budget Actual Budget Actual
PY's 159.2 147 144 141 99


Blanket 1 1 0
Vacancies -37 -40 -31 -21 -8


PY's Reduced 12 3 3 -42
Percentage of PY Reduction 4.40% 3.40% 2.78% 19.15% 27.27%


Actual PY's 110.2 104 111 99 91


13,236,000$             12,537,929$             14,062,000$         12,533,330$            14,768,260$          13,292,153$           14,108,000$         12,863,904$          13,746,000$            9,750,366$                  


State School Building Aid Fund 253,000                    257,179                    282,000                267,929                   283,000                 284,025$                293,000                288,600                 296,000                   200,021                       


State School Deferred Maintenance Fund 99,000                      38,931                      68,000                  12,320                     41,000                   4,891$                    7,000                    -                            4,000                       -                                   
General Fund 211,000                    13,391                      276,000                33,310                     -                            -                            -                              


-                                   


-                                   


13,799,000$             12,847,430$             14,688,000$         12,846,889$            15,092,260$          13,581,069$           14,408,000$         13,152,504$          14,046,000$            9,950,387$                  


Personal Services 10,369,000$             9,847,660                 11,319,000$         9,462,316$              11,014,000$          9,657,919$             10,733,000$         9,756,518$            9,639,000$              6,856,624$                  
`


Operating Expenses
General Expense  (Office Supplies, Office Services, 
Reference Materials) 150,000$                  150,863$                  57,000$                78,203$                   29,000$                 71,429$                  75,000$                78,701$                 63,000$                   64,820$                       
Expendable Equipment   (>$5,000) 32,000                      1,348                        10,000                  1,088                       57,000                   91,178                    4,000                    4,545                     5,000                       2,181                           
Small Business Penalty -                                10                             -                            -                              -                            -                              -                            -                              
Printing   (OSP/PIA, Office Copier Svc) 60,000                      48,368                      30,000                  8,544                       14,000                   17,918                    13,000                  1,650                     5,000                       645                              
Communications  (Telephones, Cell Phones, OSP Courier 
Service) 98,000                      95,028                      63,000                  55,518                     43,260                   1 63,804                    51,000                  60,155                   16,000                     7,719                           
Postage 45,000                      21,297                      15,000                  1,092                       2,000                     1,231                      1,000                    731                        2,000                       
Maintenance Insurance (Remi Contract) 16,761                     22,000                   19,608                    19,000                  18,032                   20,000                     5,751                           
Travel In-State 105,500                    69,612                      35,000                  19,066                     26,000                   12,438                    31,000                  25,902                   22,000                     19,584                         
Travel Out-of-State 500                           493                           -                            -                              -                            -                              -                            -                              
Training 44,000                      17,648                      10,000                  5,925                       59,000                   37,435                    23,000                  12,910                   6,000                       1,380                           
Training - Departmentwide  (DGS) 2,000                        997                           2,000                    131                          2,000                     59                           2,000                    6,506                     2,000                       125                              
Facilities Operations  (Rent) 730,000                    625,833                    710,000                470,918                   887,000                 638,633                  772,000                767,114                 765,000                   571,524                       
Utlities 48                          -                              
Consultant Serv-Internal (AGLegal/DGS Legal) 693,000                    643,997                    162,000                644,419                   737,000                 747,086                  620,000                347,818                 829,000                   510,376                       
Consultant Serv-External 211,000                    76,100                      439,000                255,080                   100,000                 139,048                  18,000                  17,206                   25,000                     
Data Center (network svc, tape storage) 5,000                        5,000                    -                              5,000                     8,068                      6,000                    7,862                     -                              
Data Processing  (Software & Licenses) 16,000                      8,957                        6,000                    3,509                       33,000                   17,302                    2,000                    8,807                     1,000                       12,460                         
Equipment (<$5,000) -                                -                            -                              -                            -                            -                              
IF-Garage Svc  (Fuel for vehicle) -                                1,218                        -                            295 -                            $0.00 -                            -                              
Equipment (<$5,000) 6,355 12,000                   7,914                      
UNALLOCATED


Total O & E 2,192,000$               1,761,770$               1,544,000$           1,566,902$              2,028,260$            1,873,150$             1,637,000$           1,357,986$            1,761,000$              1,196,564$                  
Departmental Services (Overhead)
Office of Fiscal Services 160,000                    187,000                247,000                 219,000                403,000                   
ETS (formerly ITS) 562,000                    903,000                910,000                 1,041,000             959,000                   
Office of Human Resources 258,000                    273,000                289,000                 281,000                391,000                   
Executive Admin 116,000                    139,000                171,000                 31,000                  116,000                   
OBAS (formerly Business Services) 11,000                      8,000                    230,000                 198,000                351,000                   
OLA (Legislation) 35,000                      158,000                56,000                   86,000                  37,000                     
OSPPR (Strategic Planning, Policy and Research) 23,000                      37,000                  33,000                   33,000                  52,000                     
Audits 51,000                      63,000                  67,000                   60,000                  118,000                   
ORIM-Dept. Safety 16,000                      17,000                  13,000                   13,000                  15,000                     
Office of Legal Services 5,000                        6,000                    6,000                     5,000                    99,000                     
Office of State Printing 1,000                        -                            -                            -                            -                              
Office of Public Affairs 34,000                  28,000                   25,000                  37,000                     
Admin Division Mgt 46,000                  68,000                     


Total DOH 1,238,000                 1,238,000                 * 1,825,000             1,825,000                2,050,000              2,050,000               2,038,000             2,038,000              2,646,000                1,897,199                    


2012-2013 2013-20142009-2010 2010-2011 2011-2012


2006 School Facilities Bond Fund (6057) - Prop 1D


2004 School Facilities Bond Fund (6044) - Prop 55


2002 School Facilities Bond Fund (6036) Prop 47


TOTAL PS & OE BUDGET


Grand Total 13,799,000$             12,847,430$             14,688,000$         12,854,219$            15,092,260$          13,581,070$           14,408,000$         13,152,504$          14,046,000$            9,950,387$                  Grand Total


Surplus 952,000$                  1,833,781$              1,511,190$             1,255,496$            4,095,613$                  
Overhead Percentage of Total Budget 9% 12.43% 13.58% 14.14% 18.84%


Overhead Increase 32.16% 10.98% -0.59% 29.83%







STATE OF CALIFORNIA 
Budget Change Proposal - Cover Sheet 
DF-46 (REV 03/13) 


  


 
Fiscal Year 
2014-15 


BCP No. 
      


Org. Code 
7760 


Department 
General Services 


Priority No. 
      


Program 
10-Building Regulation Services 


Element 
40-Public School Const.  


Component 
School Facility Program - OSAE 


Bond Audit 


Proposal Title 
School Facility Program - Office of State Audits and Evaluations (OSAE) 


Proposal Summary 
Accelerate, by one fiscal year, bond authority used to fund oversight of audits for the Kindergarten-University 
Public Education Facilities Bond Act of 2006 (Proposition 1D) by the Department of Finance, Office of State 
Audits and Evaluations (OSAE).  Specifically, increase Department of General Services Proposition 1D authority 
by $560,000 and $594,000 in 2014-15 and 2016-17, and decreases a like amount of authority in 2015-16 and 
2017-18, respectively. 
 
This request is cost-neutral over the life of the Kindergarten-University Public Education Facilities Bond Act of 
2006 (Proposition 1D) and will more appropriately align audit resources with program needs.  
 


Requires Legislation 
 Yes                  No 


Code Section(s) to be Added/Amended/Repealed 
      


Does this BCP contain information technology (IT)  
components?     Yes         No     


If yes, departmental Chief Information Officer must sign. 


Department CIO 
      


Date 
      


For IT requests, specify the date a Special Project Report (SPR) or Feasibility Study Report (FSR) was 
approved by the California Technology Agency, or previously by the Department of Finance. 


 FSR         SPR                              Project No.                                             Date:        


If proposal affects another department, does other department concur with proposal?        Yes        No 
Attach comments of affected department, signed and dated by the department director or designee. 


Prepared By 
Matthew Pietralunga 


Date 
      


Reviewed By 
LIsa Silverman 


Date 
      


Department Director 
      


Date 
      


Agency Secretary 
      


Date 
      


Department of Finance Use Only 


Additional Review:  Capital Outlay    ITCU    FSCU    OSAE    CALSTARS    Technology Agency 


BCP Type:                        Policy                 Workload Budget per Government Code 13308.05 


PPBA   
                       


Date submitted to the Legislature   
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A. Proposal Summary 
 
The State Allocation Board (SAB) is the governing board that allocates general obligation bonds used 
for the construction, modernization, and maintenance of schools through the School Facilities Program 
(SFP).  The SAB meets monthly to apportion funds to school districts, act on appeals, and adopt SFP 
policies and regulations.  The SAB is the policy-level body for the programs administered by the Office 
of Public School Construction (OPSC). 
 
Since 1998, the SAB has apportioned more than $23 billion for the construction and modernization of 
school facilities statewide, including $7.4 billion from Proposition 1D.  Since 2009-10, OSAE has 
performed departmental bond oversight audits of Proposition 1D per a budget change proposal that 
was approved in 2008-09.  Per the budget change proposal, audit costs are appropriated to OPSC, for 
reimbursement to OSAE, every other year over a nine-year period, as follows: 
 


• For 2009-10, $469,000. 
• For 2011-12, $498,000. 
• For 2013-14, $528,000. 
• For 2015-16, $560,000. 
• For 2017-18, $594,000. 


 
To date, the SAB has committed almost all (97 percent) of Proposition 1D funding to school districts.  
SFP regulations require audits to be conducted within two years of project completion.  As a result, 
OSAE will incur workload earlier than projected in the 2008-09 budget change proposal.  This request 
is needed to provide reimbursement authority for OSAE audit oversight sooner to accommodate the 
accelerated workload.  This request is cost-neutral over the life of Proposition 1D and will more 
appropriately align audit resources with program needs. 
 


B. Background/History (Provide relevant background/history and provide program resource history.  
Provide workload metrics, if applicable.) 


In November 2006, voters approved Proposition 1D.  In January 2007, Executive Order S-02-07 
(executive order) was issued requiring departments to be accountable and ensure:  (1) bond proceeds 
are expended in a manner consistent with applicable laws and regulations, and (2) bond funded 
programs and projects achieved the intended outcomes.  Specifically, the executive order states:  


 
“All projects, grants, loans or other expenditures of bond proceeds must be made consistent with 
[requirements of state or federal law and regulations defining the basis upon which bond proceeds 
are to be allocated for a program administered by the department.]  …[Also,] department 
expenditures of bond proceeds shall be subject to audit to determine whether the expenditures 
made from bond proceeds…were consistent with all legal requirements.” 


 
Additionally, Title 2 California Code of Regulations (CCR) Section 1859.106, states School Facility 
Program (SFP) projects will be audited to ensure expenditures are made in accordance with the 
provisions of the Education Code.   
 
Under “Front End Accountability”, the executive order requires all projects to be made consistent with 
the requirements of State law and regulations.  Up front, school districts only certify that a project meets 
these legal requirements.  Therefore, the burden of the ‘front-end’ accountability requirement, that all 
projects are made consistent with the requirements of law and regulations, is handled by the OPSC’s 
Audit Services Section during the in-progress and follow-up accountability stages of a project.   
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Resource History 
(Dollars in thousands) 


Program Budge  PY - 4 PY - 3 PY - 2 PY – 1 PY 
Authorized Expenditures                               
Actual Expenditures                               
Revenues                               
Authorized Posit ons                               
 illed Positions                               
Vacancies                               


Workload History 


Workload M asure PY - 4 PY - 3 PY - 2 PY – 1 PY 
e.g., Applications Received, 
Ap lications Processed, Call 
Volume, etc. 


                              


                               
                               


 


C. State Level Considerations 
The Governor’s infrastructure initiative authorized more than $43 billion for infrastructure improvements.  
These public funds require public accountability. 
 
Additionally, Title 2 California Code of Regulations (CCR) Section 1859.106, states School Facility 
Program (SFP) projects will be audited to ensure expenditures are made in accordance with the 
provisions of the Education Code.   
 
Under “Front End Accountability”, the executive order requires all projects to be made consistent with 
the requirements of State law and regulations.  Up front, school districts only certify that a project meets 
these legal requirements.  Therefore, the burden of the ‘front-end’ accountability requirement, that all 
projects are made consistent with the requirements of law and regulations, is handled by the OPSC’s 
Audit Services Section during the in-progress and follow-up accountability stages of a project.   


D. Justification 
 
As noted above, the SAB has committed almost all (approximately 97 percent) of Proposition 1D 
funding to school districts.  The Education Code and SFP regulations require audits to determine 
program compliance, expenditure eligibility, total interest earned on state funds, and total project 
savings.   
 
The OPSC developed a project risk assessment model to identify high risk projects which require an 
on-site project expenditure audit.  Between 2014-15 and 2016-17, OPSC’s projected audit workload 
(projects eligible for audit) is estimated to include 889 projects representing over $5.5 billion in total 
project funding (includes state and district match).  SFP regulations require audits to be conducted 
within two years of project completion (as reported by the districts).  If an audit is not commenced within 
this two year period, all expenditures reported are deemed appropriate.  While OPSC is responsible for 
daily operations and bond accountability, OSAE has responsibility for overall bond oversight.   
 
As a result, OSAE will incur workload earlier than projected in the 2008-09 budget change proposal.  It 
is imperative to realign audit resources with program expenditures.   
 
This request increases Proposition 1D bond authority by $560,256 and $594,376 in 2014-15 and 2016-
17, and decreases a like amount of authority in 2015-16 and 2017-18, respectively.  This change is 
cost-neutral over the life of the bond.     
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E. Outcomes and Accountability (Provide projected workload metrics that reflect how this proposal 
improves the metrics outlined in the Background/History section.) 


Projected Outcomes 


Workload Measure PY CY BY 
                   
                   
                   


  


F. Analysis of All Feasible Alternatives 
 
Alternative 1.   
 
Approve this BCP funding OSAE’s direct oversight to ensure accountability plans, controls, and 
processes comply with established criteria, laws and regulations, and achieve the bond’s intended 
outcomes.  If approved see Attachment A for updated funding schedule. 
 
Alernative 2.   
 
Deny the request thereby minimizing OSAE’s ability for direct audit oversight to ensure accountability 
plans, controls, and processes comply with Executive Order S-02-07. 
 


G. Implementation Plan 
This request will begin July 1, 2014. 


 


H. Supplemental Information (Check box(es) below and provide additional descriptions.) 
  None         Facility/Capital Costs         Equipment            Contracts          Other       


 


I. Recommendation 
 
Approve the BCP funding OSAE’s direct oversight to ensure accountability plans, controls, and 
processes comply with established criteria, laws and regulations, and achieve the bond’s intended 
outcomes. 
 







SCHOOL FACILITY PROGRAM 


FI$Cal 


 
 


FI$CAL TRANSITION 
 
The Office of Public School Construction (OPSC) is actively involved in both Wave 1 & 2 of the FI$Cal transition.  
 
All basic administrative functions will be transitioned along with DGS in Wave 1 on July 1, 2014.  OPSC has 
submitted its programmatic process to FI$Cal.  OPSC will be participating in Conference Room Pilots to help 
establish the necessary basic structure for the program.   
 
It is anticipated that the program side of OPSC will transition to FI$Cal in Wave 2. 
 
 








SCHOOL FACILITY PROGRAM 


PUBLICATIONS 
 
SCHOOL FACILITY PROGRAM (SFP) HANDBOOK 
This handbook was developed by the Office of Public School Construction 
(OPSC) to assist school districts in applying for and obtaining “grant” funds for 
the new construction and modernization of schools under the provisions of the 
Leroy F. Greene School Facilities Act of 1998 (Senate Bill 50). It is intended to be an 
overview of the program for use by school districts, parents, architects, the Legislature, and other 
interested parties on how a district or county superintendent of schools becomes eligible and applies 
for State funding. This handbook provides direction on accessing the processes leading to project 
approvals, insight to the various features of the School Facility Program (SFP), and includes 
suggestions on how to make the funding system as efficient as possible. For information not 
contained in this handbook, districts should consult with their respective project managers for 
assistance; or refer to additional project specific information contained in the SFP Regulations. The SFP 
Regulations are located on the OPSC Web site at www.opsc.dgs.ca.gov. The OPSC project managers 
are assigned by county, and a complete listing of project manager assignments, including telephone 
numbers and e- mail addresses, are also included on our Web site. 
 
Located: www.documents.dgs.ca.gov/opsc/Publications/Handbooks/SFP_Hdbk.pdf 
 
 
ARCHITECT’S SUBMITTAL GUIDELINES 
These guidelines were developed by the Office of Public School Construction to assist school districts 
and architects to prepare project plans, specifications and cost estimates for School Facility Program 
applications. 
 
Located: www.documents.dgs.ca.gov/opsc/Publications/Handbooks/Arch_Sub.pdf 
 
 
SUBSTANTIAL PROGRESS AND EXPENDITURE AUDIT GUIDE 
These progress and expenditure reporting guidelines were developed by the Office of Public School 
Construction (OPSC) to assist school districts in meeting program reporting requirements for the School 
Facilities Program (SFP). Under the Leroy F. Greene School Facilities Act of 1998, the State Allocation 
Board (SAB) is given the authority to audit expenditure reports and district records in order to assure 
funds received under this act are expended in accordance with program requirements (as specified in 
Education Code 17076.10). The OPSC, as the SAB’s administrative arm, is charged with conducting SFP 
progress and expenditure audits. The OPSC’s oversight responsibilities focus on verifying a project 
funded through the SFP progresses in a timely manner, applicable state laws were followed, and 
expenditures made by school districts comply with the Education Code Sections 17072.35 and 17074.25 
and Regulation Sections 1859.77.2 (New Construction) and 1859.79.2 (Modernization).  
 
Located: www.documents.dgs.ca.gov/opsc/Publications/Handbooks/SFP_Audt.pdf 
 



http://www.opsc.dgs.ca.gov/

http://www.documents.dgs.ca.gov/opsc/Publications/Handbooks/SFP_Hdbk.pdf

http://www.documents.dgs.ca.gov/opsc/Publications/Handbooks/Arch_Sub.pdf

http://www.documents.dgs.ca.gov/opsc/Publications/Handbooks/SFP_Audt.pdf





SCHOOL FACILITY PROGRAM 


REGULATIONS 
 
 
SCHOOL FACILITY PROGRAM (SFP) REGULATIONS 
These regulations implement the Leroy F. Greene School Facilities Act of 1998, which establishes a 
State program to provide State per pupil funding for new construction and modernization of existing 
school facilities. 
 
Located: www.documents.dgs.ca.gov/opsc/Regulations/SFP_Regs.pdf 
 
 
EMERGENCY REPAIR PROGRAM (ERP) REGULATIONS 
These regulations implement the School Facilities Needs Assessment Grant Program and the 
Emergency Repair Program. 
 
Located: www.documents.dgs.ca.gov/opsc/Regulations/SFNAGP-ERP_Regs.pdf 
 
 
SURPLUS SCHOOL PROPERTY USE OF PROCEEDS REGULATIONS 
These regulations define terms for the purposes of Education Code Section 17462. 
 
Located: www.documents.dgs.ca.gov/opsc/Regulations/SSP_UOP.pdf 
 
 



http://www.documents.dgs.ca.gov/opsc/Regulations/SFP_Regs.pdf

http://www.documents.dgs.ca.gov/opsc/Regulations/SFNAGP-ERP_Regs.pdf

http://www.documents.dgs.ca.gov/opsc/Regulations/SSP_UOP.pdf





STATE ALLOCATION BOARD  
PROGRAM  REVIEW 
SUBCOMMITTEE  TOPICS 
 
 


The State Allocation Board created the School Facility Program Review Subcommittee (subcommittee) to 
discuss various aspects of the School Facility Program (SFP) and consider potential program-related 
improvements. These improvements may be considered for the current program or could be incorporated 
as part of a future bond measure. To date, the following topics have been discussed at the subcommittee: 
 
November 25, 2013            
Proposed Recommendations to the State Allocation Board 
 
Full meeting agenda available at:  
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11252013_SFP_Review_SubC
omm_Agenda.pdf 
 
November 12, 2013            
School Facility Needs: Future 
California School Facilities Funding Need Summary 


• Report by the Assistant Executive Officer 
 
Full meeting agenda available at:  
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11122013_SFP_Review_SubC
omm_Agenda.pdf  
 
October 24, 2013             
Financial Hardship program 
County Offices of Education in the SFP 


• County School Facilities Consortium White Paper 
 
Full meeting agenda available at:  
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10242013_SFP_Review_SubC
omm_Agenda.pdf  
 
October 1, 2013            
California Public School Facility Inventory for K-12 


• Presentation from San Diego City Unified School District, Facilities Inventory Management 
• Presentation from Los Angeles Unified School District, Facilities Condition Assessment 
• Presentation from California Community Colleges, Facilities Utilization and Space 


Inventory Options Net (FUSION) 
Charter School Facilities program 


• Presentation from the California Charter Schools Association 
 
  



http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11252013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11252013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11122013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11122013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10242013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10242013_SFP_Review_SubComm_Agenda.pdf





Full meeting agenda available at:  
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10012013_SFP_Review_SubC
omm_Agenda.pdf 
 
September 5, 2013 
Identifying a classroom 
Options for the School Facility Program Modernization program 
Options for consolidating special programs 
Overview of special programs 
 
Full meeting agenda available at:  
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/09052013_PRSubComm_Age
nda.pdf 
 
August 13, 2013            
Dwelling unit and New Construction eligibility 
Consolidating supplemental grants 
Funding of Portable Classrooms 
 
Full meeting agenda available at:  
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/08132013_SFP_Review_SubComm_
Agenda.pdf 
 
June 10, 2013             
New Construction funding 
Modernization funding 


 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/06102013_SFP_Review_SubComm_
Agenda.pdf 
 
May 21, 2013             
State agency roles 


• California Department of Education (CDE) 
• Division of the State Architect 
• Office of Public School Construction/State Allocation Board 
• Department of Toxic Substances Control 
• Department of Industrial Relations 


Project Information Worksheet 
 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/05212013_SFP_Review_SubComm_
Agenda.pdf 
 
March 6, 2013            
Physical safety on school campuses 


• Presentation from the California Emergency Management Agency 
• Presentation from  CDE 


University of California Berkeley Center for Cities & Schools policy report, California's K-12 
Educational Infrastructure Investments: Leveraging the State's Role for Quality School Facilities in 
Sustainable Communities 



http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10012013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10012013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/09052013_PRSubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/09052013_PRSubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/08132013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/08132013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/06102013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/06102013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/05212013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/05212013_SFP_Review_SubComm_Agenda.pdf





 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/03062013_PR_SubComm_Agenda.p
df 
 
February 5, 2013            
Financial Hardship program 
County Offices of Education in the SFP 
 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_Subcomm/02052013_PRSubComm_Agenda.pdf 
 
January 15, 2013            
Charter School Facilities Program 


• Program overview 
• Preliminary Apportionments 
• What happens after a Preliminary Apportionment? 


SFP Modernization eligibility 
• Establishing modernization eligibility 
• Adjustments to modernization eligibility 
• Other modernization eligibility considerations 
• Modernization program data 


 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/01152013_SFP_Review_SubComm_
Agenda.pdf 
 
November 28, 2012            
SFP New Construction eligibility  


• Enrollment projections 
• Cohort Survival Enrollment Projection System study 
• Existing classroom capacity 


Discuss data from new construction and modernization projects funded under the SFP 
 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11282012_SFP_Review_SubComm_
Agenda.pdf 
 
October 24, 2012             
SFP introduction 
Overview of each funding program 
Purpose and calculation for SFP grants 
Areas of the SFP that subcommittee members would like to review in more detail for potential 
future changes 
 
Full meeting agenda available at: 
www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10242012_SFP_Review_SubComm_
Agenda.pdf 
 



http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/03062013_PR_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/03062013_PR_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_Subcomm/02052013_PRSubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/01152013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/01152013_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11282012_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/11282012_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10242012_SFP_Review_SubComm_Agenda.pdf

http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/10242012_SFP_Review_SubComm_Agenda.pdf
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01/22/2014 State Allocation Board Program Review Subcommittee  


Program Review Subcommittee Report to the State Allocation Board  
 
Introduction 
 
The purpose of the State Allocation Board Program Review Subcommittee (Subcommittee) was to discuss various 
aspects of the School Facility Program (SFP) and consider potential program-related improvements. Throughout the 
past year, the Subcommittee has completed both a broad overview of all programs, as well as the detailed 
mechanics of various aspects of the SFP. The Subcommittee then discussed potential options to incorporate into a 
future program bond program.* 
 
This item outlines the areas of concern with the current program along with proposed solutions that Subcommittee 
members have recommended for presentation to the full State Allocation Board (Board) for consideration.  
The topics have been organized into the following broad categories: 
 


New Construction 
Modernization 
Special Programs 
Statewide School Facilities Inventory 
Financial Hardship Program 
County Offices of Education 


 
*For a more detailed review of all topics heard and discussed by the Subcommittee, Board members were previously provided copies of all 
Subcommittee meeting materials published and links to these materials are included in Attachment A. 
 


Structure of Proposed Solutions 
 
Throughout this item, the consensus recommendations of the Subcommittee are indicated under the “Proposed 
Solutions” headings. The representative for the Department of General Services abstained from voting since there 
has been no official position taken by the Administration.  
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01/22/2014 State Allocation Board Program Review Subcommittee  


New Construction 
 
New Construction Eligibility 
 
Area of Concern 
 


1. Baseline eligibility information for new construction is outdated and/or not available. 
 
As part of the overall discussion on new construction eligibility, Subcommittee members expressed a 
concern that the original new construction baseline eligibility may need to be re-established to account for 
changes over time, including the significant impact of the housing recession on future growth. Baseline 
eligibility is updated when school districts apply for funding. However, school districts not requesting funding 
are not required to update their eligibility. Some school districts do update periodically in the current 
program, but there are no assurances that all changes that have occurred at the local level have been 
accurately captured as part of a school district’s capacity. Subcommittee members agreed that the following 
solution should be considered: 
 
PROPOSED SOLUTION 
 
Require all districts to re-establish the new construction eligibility baseline to be eligible to receive 
funding under a new bond. 


 


Program Changes Necessary 


Education Code  Regulations   
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New Construction Eligibility (cont.) 
 
Area of Concern 


 
2. The current program model does not allow for flexibility in designing different types of learning 


areas. 
 
The Subcommittee discussed the current new construction eligibility calculation, including how classrooms 
and other facilities are identified in the SFP and the resulting pupil capacity calculation. The Subcommittee 
also discussed how the definition of a classroom for purposes of funding and the current state loading 
standards affect the types of learning areas that are currently eligible for new construction funding. 
 
The current calculation, which typically uses a standard 960 square foot classroom as a model, may not 
allow districts to create more flexible learning areas that are designed to meet 21st century learning goals. 
The California Department of Education provided examples where the same square footage allocated into 
different classroom configurations could generate different capacity calculations for the purposes of 
determining eligibility for funding. One example of an alternative design that may encounter this issue would 
be a large group area with smaller pull out areas for one-on-one or small group learning. Such a 
configuration may be designed to accommodate 75 students, but counted as one classroom under the 
current program and eligible for only 25 pupil grants. 
 
As part of the discussion, Subcommittee members indicated a preference for allowing more flexibility in the 
types of learning areas that could be funded. However, members also want to balance flexibility with funding 
accountability for local decisions. They wanted assurances that the State would not be required to use 
future funds to correct classroom designs approved by local districts that did not achieve the desired results.  


 
Subcommittee members proposed the following solution: 


 
PROPOSED SOLUTION 


 
Align the SFP Regulations and the California Code of Regulations, Title 5 definition of a classroom 
for purposes of establishing a school district’s Gross Classroom Inventory and providing new 
construction funding. 
 
The definition of a classroom should be both flexible and structured in a way to hold districts 
accountable for local decisions for purposes of future funding requests. 
 


Program Changes Necessary 


Education Code  Regulations  
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New Construction Eligibility (cont.) 
 
Area of Concern 
 


3. The SFP currently uses the same loading standard for continuation high school students as other 
high school students. However, most school districts load continuation high school classrooms 
with fewer students due to the unique needs of this student population. 


 
While discussing the need for alternate classroom loading standards for community school pupils served by 
county offices of education, the Subcommittee felt that the same concerns applied to continuation high 
school pupils served by school districts. According to the members, as with county offices’ community day 
programs, school districts typically load continuation high school classrooms at fewer than the standard 27 
students per classroom in order to have an effective program. The Subcommittee agreed that a new school 
facilities program should consider changing the loading standard for continuation high school programs 
based on typical district practices. 
 
If a modified loading standard is implemented for continuation high school pupils, it would need to apply to 
new construction as well as other funding programs that use the state loading standards, such as 
modernization. In addition, the Subcommittee agreed that if the continuation high school classroom loading 
standard were decreased, then the per-pupil grant amount would need to be increased proportionally to 
provide a sufficient funding to construct or modernize a classroom. 


 
PROPOSED SOLUTION 


 
The pupil loading standard for continuation high school classrooms should be more closely aligned 
with how school districts are typically loading the continuation high school classrooms. 


 


Program Changes Necessary 


Education Code  Regulations   
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New Construction Funding - Portable Classrooms 
 
Area of Concern 
 


New construction funds are being used to pay for portable classrooms that are eligible for 
modernization funding at 20 years, versus 25 years for stick built construction. Portable classrooms 
often require replacement rather than modernization. 
 
Currently, EC Section 17070.15(j) states, “‘Portable classroom’ means a classroom building of one or more 
stories that is designed and constructed to be relocatable and transportable over public streets, and with 
respect to a single story portable classroom, is designed and constructed for relocation without the 
separation of the roof or floor from the building and when measured at the most exterior walls, has a floor 
area not in excess of 2,000 square feet.” 
 
The Subcommittee discussed the use of portable school facilities and whether it is a good use of new 
construction bond funds to pay for this type of construction. The concern stated by some members was that 
the debt service on the bond funds may actually last longer than the portable classroom itself. Also 
discussed were the various reasons school districts may have used this type of construction in the past 
(such as class size reduction requirements, prior requirements in the state funding programs that required a 
certain ratio of portable classrooms, budgetary concerns, etc.). The Subcommittee heard a variety of options 
to incentivize the construction of permanent facilities and the replacement of existing portable facilities with 
permanent construction. 


 
One method of incentivizing permanent construction is for the State to cease being a partner in portable 
construction by disallowing the use of new construction grants for the purchase and installation of portable 
classrooms, and only allow new construction funding to be used for the construction of permanent facilities 
(including permanent modular). Subcommittee members agreed that this approach would be a better use of 
bond funds and proposed the following change: 


 
PROPOSED SOLUTION 
 
Disallow the use of new construction grants for the purpose of constructing portable classrooms 
(as defined above). 


 
Program Changes Necessary 


Education Code  Regulations  
 


      =    
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New Construction Funding – Supplemental Grants 
 
Area of Concern 
 


The current program structure is complex, in part, because there are many supplemental or “add 
on” grants in addition to the base per pupil grant amount. 
 
In the current SFP, the method for determining eligibility for funding is a combination of a base per pupil 
grant amount and supplemental grants. Supplemental grants are used to provide funding for project specific 
expenses (site development costs, site acquisition costs) or factors that create excessive cost (such as a 
project’s geographic location or the size of the project). Based on all new construction projects from 1998 to 
2013, supplemental grants increased the per pupil grant amount by 55 percent on average. 
 
In an effort to streamline the program, the Subcommittee discussed ways to consolidate the supplemental 
grants. After further review, it was determined that many supplemental grants were seen as too specific to 
individual circumstances to be considered for consolidation. 
 
However, the grant for fire alarms and fire sprinklers was provided to the majority of projects due to the fire 
alarms and sprinklers being mandated by law for most projects. Subcommittee members agreed that these 
supplemental grants should be incorporated into the base grant. 
 
PROPOSED SOLUTION  
 
Combine supplemental grant amounts for fire alarms and fire sprinklers with the new construction 
base grant. 


 
Program Changes Necessary 


Education Code  Regulations  
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Modernization  
 
Modernization Eligibility 
 
Area of Concern 
 


1. Modernization eligibility is determined by the age of the buildings and the current enrollment of the 
site, as opposed to the capacity of the classrooms. 


 
As part of the conversation on modernization eligibility, the Subcommittee considered whether 
improvements could be made to the current age-based method of calculating modernization eligibility. 
Currently, modernization eligibility is determined using the following factors: 
 


 School buildings become eligible for modernization when a portable building is 20 years of age and 
when a permanent building is 25 years of age. 


 Modernization eligibility is site specific. 
 The enrollment of the site at the time modernization eligibility is established or updated is also 


taken into consideration. Under the current program, the eligibility is capped at either the capacity 
of the eligible facilities at the site or the enrollment at the site. School sites that are not operating at 
full capacity would not receive eligibility commensurate with the capacity of the classrooms of 
modernization age. 


 
Subcommittee members discussed the basic concept of using age as a basis for eligibility and generally 
agreed to continue this method. However, members agreed that the current model could be improved, to 
account for school sites that operate near, but not at full capacity. 
 
Members were concerned that, in reality, not all schools or programs operate at full capacity. For example, a 
special day class could have 10 students one year and 15 students the next. The current methodology 
makes it difficult to modernize because the cost of modernizing is the same regardless of the number of 
students in each classroom, and it is more cost effective to modernize all eligible classrooms under one 
contract. 
 
Subcommittee members also expressed concern for modernizing facilities that may be underutilized when a 
school district could consider consolidating campuses. For example, if a district has many schools at 50 
percent capacity, consolidation should be considered. 
 
As a result of the discussion on this topic, Subcommittee members suggested the following change: 


 
PROPOSED SOLUTION 


 
Modernization eligibility should generally be calculated based on the capacity of the facilities on the 
site that are of modernization age, provided that enrollment at the site is at some threshold amount 
of the capacity (thresholds suggested were between 80 and 90 percent). 


 
 
Program Changes Necessary 


Education Code  Regulations  
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Modernization Eligibility (cont.) 
 


 Pupil Enrollment: 20 Pupil Capacity: 25 
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Modernization Eligibility (cont.) 
 
Area of Concern 
 


2. Baseline eligibility information for modernization is outdated and/or not available. 
 
Like new construction eligibility, as part of the overall discussion on modernization eligibility Subcommittee 
members expressed a concern that the modernization baseline eligibility may need to be re-established to 
account for changes over time. Baseline eligibility is updated when school districts apply for funding. 
However, school districts not requesting funding are not required to update their eligibility. Some school 
districts do update periodically in the current program, but there is no assurance that all changes that have 
occurred at the local level have been accurately captured as part of a school district’s capacity. 
Subcommittee members agreed that the following solution should be considered: 


 
PROPOSED SOLUTION 


 
Require districts to re-establish the modernization eligibility baseline at a site in order to be eligible 
to receive funding for that site under a new bond. 


 
Program Changes Necessary 


Education Code  Regulations  
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Modernization Funding- Portable Classrooms 
 
Area of Concern 
 


Bond funds are being used to modernize portable classrooms that become eligible at 20 years; 
although the portables may not have an additional 20-25 year lifespan and the bond funds have a 30-
year repayment obligation. 
 
Under the current program, districts may use modernization funds within the confines of EC Section 
17074.10(a), which provides a broad list of allowances. Districts may use these funds to either modernize 
existing buildings or replace them with area of like kind, whether the buildings are permanent or portable.   
 
The Subcommittee considered whether or not modernization funds should be used to modernize portable 
buildings or whether the funds should be limited only to the replacement of portables with permanent 
construction. 
 
Some concerns about the current program included whether a portable can be truly modernized, as well as 
the concern that was also expressed in the new construction section that 30 year funds were being spent on 
buildings that would not have a 30 year life span. 
 
As a result of these conversations, Subcommittee members recommend the following: 
 
PROPOSED SOLUTION 
 
Incentivize the replacement of portable classrooms that are eligible for modernization by limiting the 
use of modernization grants generated by those buildings to the replacement of those portable 
buildings with permanent construction and provide funding equal to that of new construction 
dollars.  


 
Program Changes Necessary 


Education Code  Regulations  
 
 
 


       
 Portable Permanent 
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Modernization Funding – Supplemental Grants 
 
Area of Concern 
 


The current program structure is complex in part because there are many supplemental or “add on” 
grants in addition to the base per pupil grant amount. 
 
The Subcommittee considered methods of streamlining the modernization funding process, which included 
reducing the number of supplemental grants by combining them into the base grant where possible. Like 
with new construction, many supplemental grants were seen as too project specific to accommodate 
combining into a base grant model. However, it was agreed that grants for fire alarms could be consolidated 
with the base grant.  
 
Subcommittee members suggested the following change: 
 
PROPOSED SOLUTION 
 
Combine supplemental grants for fire alarms into the modernization base grant. 


 
Program Changes Necessary 


Education Code  Regulations   
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01/22/2014 State Allocation Board Program Review Subcommittee  


Consolidating Special Programs 
 
Area of Concern 
 


The SFP currently includes multiple special programs that have separate allocations of bond authority. 
Keeping this mechanism for certain programs may be of value, but unused bond authority that becomes 
“trapped” is an issue. In addition, multiple special programs add complexity to the SFP. 
 
The Subcommittee considered whether there are ways to streamline the SFP by consolidating special programs. 
The discussion centered, in part, on whether the main programs of new construction and modernization could be 
broadened to address the facilities needs covered by the special programs. It was determined by Subcommittee 
members that some programs could be collapsed into the main programs, but that others were a better fit if left 
as a separate program. 
 
As part of these discussions, the Subcommittee addressed the issue of bond funds that are allocated to a 
particular program that may go unused due to lack of demand. Currently, the bond authority allocations for most 
programs can only be amended by a two-thirds vote of the Legislature. The Subcommittee members suggested 
a solution to allow the Board the flexibility to amend the bond authority allocations to address the areas of the 
program with the most need.  
 
In addition, the Subcommittee discussed the Charter School Facilities Program (CSFP) at two meetings. 
Conversation focused on keeping the program separate.  
 
Recommendations from Subcommittee members related to special programs are listed below. 
 
PROPOSED SOLUTIONS 
 


1. Maintain allocations of bond authority separate from new construction and modernization for 
the following programs under a future bond with a stipulation that after a specified amount of 
time the authority could be transferred to another program by vote of the Board: 


 
 Career Technical Education Facilities Program (CTE) 
 Joint Use Program (JU) 
 High Performance Incentive Grant. (HPI) 


 
Program Changes Necessary 


Education Code  Regulations  
 


2. Provide funding for qualifying Seismic Mitigation projects from new construction or 
modernization authority, as applicable under a new bond.  


 


Program Changes Necessary 
Education Code  Regulations  
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Consolidating Special Programs (cont.) 
 


3. Continue the Charter School Facilities Program as a separate special program, with no option 
for the Board to transfer this bond authority to other programs. 
 


Program Changes Necessary – NONE 


 


4. If incentives for replacing portable facilities of modernization age with permanent facilities are 
provided in a new bond, do not continue the Overcrowding Relief Grant (ORG) program by 
allocating additional bond authority. 
 


Program Changes Necessary – NONE 


 
5. Since the last approved bond did not provide funding for the Critically Overcrowded Schools 


(COS) program, and remaining COS authority from Propositions 47 and 55 have been 
transferred to new construction, do not continue the COS program under a new bond. 


 
Program Changes Necessary- NONE  
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Facility Maintenance 
 
Area of Concern 
 


Districts are no longer required to set aside funds for facility maintenance as a condition of 
receiving SFP funding. 
 
The Subcommittee discussed the issue of facility maintenance. Several Subcommittee members felt that a 
reasonable, minimum level of upkeep effort should be required for districts to participate in any SFP funding. 
One member felt that some sort of maintenance requirement would help protect the State’s investment in 
school facilities. Although the Subcommittee members did not reach a consensus on the exact amount of 
maintenance funding that should be required, there was consensus that a future program should have a 
maintenance requirement. A summary of the prior SFP maintenance requirements are included below: 
 
SFP Maintenance Funding Requirement 
At this time, districts that participate in the SFP are not required to set aside funds for ongoing and major 
maintenance. However, from the start of the SFP in 1998 until the 2008/2009 fiscal year, districts that 
participated in the program were required to deposit a percentage of the district’s general fund budget (or 
later, general fund expenditures) into a restricted account for school building maintenance in each fiscal 
year for 20 years. In 2009, in response to the economic recession and the state’s fiscal crisis, districts were 
provided an exemption to the maintenance funding requirement, if facilities were maintained in good repair. 
After this period of flexibility ends, the required maintenance contribution will be restored to three percent.  
 


Fiscal Year Required Maintenance Contribution 
(Percent of General Fund) 


1998/99 2.0% 
1999/2000 2.5% 


2000/01 – 2003/04 3.0% 
2004/2005 2.0% 


2005/06 – 2007/08 3.0% 


2008/09 – 2014/15 
1.0%, or  


0%, if facilities maintained in good repair 
 


Deferred Maintenance Program 
Until it was discontinued July 1, 2013, the Deferred Maintenance (DM) program provided annual 
apportionments of State matching funds to school districts for major repairs and replacements of building 
systems. The apportionments were based in part on each district’s average daily attendance. To participate 
in the program, districts were required to set aside a certain amount of funds for maintenance each year, in 
addition to contributing the district’s DM matching funds. Between fiscal years 2003/2004 and 2012/2013, 
the total annual funding ranged from $240.6 million to $287.2 million. 
 
In 2009, the program was changed to allow districts to use DM funding (as well as other categorical funding) 
for “…any educational purpose,” to suspend the district matching share requirement, and to suspend 
funding for new extreme hardship projects through 2013. Currently, specific funding is no longer provided for 
categorical programs like DM. 


 
Subcommittee members suggested the following change: 
 
PROPOSED SOLUTION 
 
Districts that receive State facilities funding in the future should be subject to a facility maintenance 
funding requirement.  


 
Program Changes Necessary 


Education Code  Regulations   
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Statewide School Facilities Inventory 
 


Area of Concern 
 


California does not track the number of schools and classrooms available for use.  
 
Subcommittee members expressed concern that decisions on future bonds are made without truly knowing the 
need for the State as a whole. Currently, data on the number of school sites and classrooms and/or the age of 
the facilities in the State is unknown. The Subcommittee considered whether a statewide facilities inventory 
database for all K-12 public school sites in California should be established.  
 
Subcommittee members expressed a desire to consider the following change: 
 


PROPOSED SOLUTION 
 
A statewide school facilities inventory database for all K-12 public schools in California should be 
established. 
 


A key consideration in this discussion was the amount of information that would be collected. The list below was 
presented as a potential starting point. 


 
School Site Information 


1. CDS Code – County, District, School basic identifier. The system could 
use the CDS code to automatically populate the following: 


i. School Name 
ii. School Location (street address, city) 
iii. School Type: Elementary, Middle, High, other (Continuation, etc.) 
iv. Grades 
v. Enrollment 
vi. Status – Open, Closed, Leased, Surplus, other 


2. Area of Site (acres)  
3. Number of Buildings on Site 
4. Total Area of All Buildings on Site (square feet) 
5. Site Energy Use 


 
Individual Building Information 


1. Building name or numeric designation – “Jones Hall” “G Building” “Building 1” 
2. Building Use - Classrooms, Library, Admin, Gym, Multi-purpose, Toilets, etc. 
3. Building Area (square feet) 
4. Number of stories 
5. Year Built 
6. Number of Classrooms/Teaching Stations 
7. Grade Levels 
8. Type of Construction 
 


Program Changes Necessary 


Education Code  Regulations   
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Financial Hardship Program  
 
Area of Concern 
 


1. The current criteria to qualify for financial hardship assistance allow districts to receive funds 
without first using other local options. This may lead to inequities across districts. Members 
questioned whether the financial hardship program should be restructured so that it is available 
after all other options for funding have been exhausted.   
 
As part of the overall discussion on financial hardship, Subcommittee members discussed the criteria a 
district may use to qualify for financial hardship status.  The qualifying criteria for a review include the 
following: 
 


 Bonded indebtedness 60 percent or greater of total bonding capacity 
 Successful Proposition 39 bond passed for the maximum amount allowed within the two previous 


years 
 Total bonding capacity of less than $5 million 
 Other evidence as supported by the Board 


 
Members felt that there will always be a need for the program. However, there was concern expressed that 
the qualification process should be updated. Amongst other concerns, Subcommittee members stated that 
the level of bonded indebtedness should be raised. The Subcommittee objected to the inequity that leads to 
some communities continuing to pass local bonds to provide their matching share for projects to the 
maximum extent possible, while other districts may reach the 60 percent threshold and then seek 
assistance from the state program by submitting a financial hardship request. Subcommittee members 
expressed a desire for the program to ensure that local communities were making the maximum effort to 
fund projects locally. 
 
In making changes to the level of bonded indebtedness, members also wanted to ensure that if the 
threshold was raised, the program also consider that the requirement be reasonable. For example, it may 
not be reasonable for a small district to pay the cost of an election if it has a very low bonding capacity, i.e. 
$100,000, and project needs that exceed that amount. 
 
Members were also concerned that the current program allows for districts to take actions that make it 
appear as though financial hardship assistance is needed when other local funds may have been available, 
and expressed a desire to review the entire financial hardship program to make it consistent with the goal of 
financial hardship assistance being provided only as an option after local communities have made the 
maximum effort to fund projects locally. 
 
Overall, members wanted to ensure that a future financial hardship program is truly a program for districts 
that have exhausted all other options to fund their projects. To achieve this purpose, the Subcommittee 
recommended the following: 
 
PROPOSED SOLUTION 
 


 Review all four requirements/criteria of the Financial Hardship program to ensure it 
provides funds only after other options have been exhausted. 


 Consider changing the criteria for the financial hardship program by increasing the level of 
bonded indebtedness a school district must reach before qualifying for financial hardship 
status to 100 percent, but in doing so; consider whether 100 percent is practical and 
reasonable.  
 
Program Changes Necessary 


Education Code  Regulations   


180







 


17 


01/22/2014 State Allocation Board Program Review Subcommittee  


Financial Hardship Program (cont.) 
 
Area of Concern 


 
2. Not all projects that receive design and site acquisition funds in advance of having a full 


construction project move forward and result in the construction of facilities. 
 
Some Subcommittee members raised concerns with the aspect that allows applicants to receive planning 
grants to design a project and advance funds for site acquisition purposes. Sometimes, applicants receive 
these funds and acquire the site without ultimately constructing any facilities.  
 
One Subcommittee member stated that it is not practical to expect all design and/or site projects to move 
forward to construction and completion. Another member added that there should be some way to avoid a 
situation where there is no risk to the district when receiving planning grants for many different projects that 
do not move forward to construction. 
 
Subcommittee members proposed the following: 
 
PROPOSED SOLUTION 
 
Review the requirements of the Financial Hardship program and potentially amend to promote site 
and/or design projects’ continued progress toward construction and completion. 


 


Program Changes Necessary - Undetermined  
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County Offices of Education 
 
Area of Concern 
 


1. Districts still have an obligation to house students served by the county offices of Education (COE), 
but the current program does not provide mechanisms for districts to take financial responsibility. 
This structure can lead to a lack of coordination between districts and COEs which may result in 
special needs students not being housed in the least restrictive environment possible. 


 
The Subcommittee had several discussions on how best to provide facilities under the SFP to the students 
that COEs typically serve. It was stated that COEs cannot pass local bonds to provide matching funds for 
their projects. COEs automatically qualify for a financial hardship review under the current program and 
often qualify for full or partial funding of their local match.  
 
However, the topic of who is responsible for housing the students (district or COE) was also discussed. 
Members stated that school districts were ultimately responsible and should share in the financial cost of 
housing the students. It was noted that the current program provides no incentives for a district to do so. 
One member pointed out that if a district is its own Special Education Local Plan Area (SELPA), it must 
provide matching funds to participate in the SFP. However, school districts participating in county-run 
SELPA currently have no responsibility to provide matching funds for SELPA projects and often have no 
responsibility to provide facilities to accommodate SELPA students at district sites. 
 
The Subcommittee also discussed how districts must comply with laws which require that special needs 
students be integrated into school campuses in the least restrictive environment possible. It was stated that 
the best time to accomplish this goal is during construction of a new school or during larger modernization 
projects and that the current program may not provide enough incentive for COEs and districts to work 
together to achieve these goals. It was noted that there are challenges to complying with these 
requirements because it requires more coordination between COEs and districts.  
 
The Subcommittee proposed the following: 
 
PROPOSED SOLUTIONS 


 


 For those programs where districts and COEs have shared responsibility for the students, a 
future bond program should incorporate requirements that districts who are members of a 
multi-district SELPA have the same obligation as a single district SELPA to provide 
facilities funding for the students that they are responsible for, even if the educational 
program is provided by the COE. 
 


 A future bond program should include policy which requires full coordination between 
school districts and COEs in developing facilities plans to meet the requirements of special 
needs students-including integrating special needs students into campuses in the least 
restrictive environment possible. 


 
Program Changes Necessary 


Education Code  Regulations   
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01/22/2014 State Allocation Board Program Review Subcommittee  


County Offices of Education (cont.) 
 
Area of Concern 


 
2. The current program uses the same loading standard for community day students as other K-12 


students, but COEs load the classes with fewer students due to the unique needs of this student 
population. 


 
The Subcommittee discussed that students served by community day programs have unique needs. The 
practice of COEs is to load fewer than the standard 25 or 27 students into a classroom in order to have an 
effective program. The Subcommittee discussed that a new program may want to take into account how 
most COEs are running programs that serve these students when determining an appropriate loading 
standard. The Subcommittee also discussed the need for an alternative loading standard for continuation 
high schools. A summary of the discussion is included in the new construction eligibility section of this item. 


 
PROPOSED SOLUTION 


 
The loading standards for community day school classrooms should be more closely aligned with 
how COEs are loading the classrooms now. 


 


Program Changes Necessary 


Education Code  Regulations   
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01/22/2014 State Allocation Board Program Review Subcommittee  


Future School Facility Needs 
 
Area of Concern 


 
What are the future new construction and modernization funding needs for the School Facility Program? 
 
The Subcommittee discussed future funding needs of the School Facility Program. As a preface to the 
discussion, OPSC staff presented background information and the Assistant Executive Officer presented 
estimates of future school facility funding needs.  
 
Staff’s presentation included historical information on the School Facility Program, the amount of remaining new 
construction and modernization eligibility, and the potential dollar value of the eligibility. Staff cautioned that the 
remaining eligibility information is not a reliable estimate of future funding needs. The remaining eligibility does 
not capture needs of districts and sites that have not established eligibility, or changes in new construction and 
modernization eligibility that may have occurred after the last update which could have occurred from one to 15 
years ago. The potential value of the remaining new construction eligibility is $12.6 billion (State share). The 
potential value of the remaining modernization eligibility is nearly $4.4 billion. 
 
The Assistant Executive Officer presented several estimates of new construction and modernization funding 
needs using different methodologies. He noted that assessment of school facilities needs vary widely, and the 
methodologies presented highlight the need for a statewide school facilities inventory.  
 


New Construction 
 For one new construction estimate which totaled $12.3 billion, the remaining new construction 


eligibility was multiplied by the average 2012 apportionment per pupil by grade category. 
  A second new construction estimate used the total K-12 enrollment increases by county in the 


next ten years, as projected by the California Department of Finance. Then, the cost to house the 
projected 282,096 additional pupils was determined using average new school construction costs 
from a sample of Project Information Worksheet data. The second estimate of new construction 
funding need was $6.6 billion.  


 The third estimate of new construction funding need also used the projected K-12 enrollment 
increases, but multiplied the number of additional pupils by the average 2012 state apportionment 
per pupil. The estimated need was $5.9 billion. 


 
Modernization 


The Assistant Executive Officer presented one estimate of modernization funding need. The 
remaining modernization eligibility was multiplied by the average 2012 apportionment per pupil, for 
a total of $4.7 billion. 
 


The Subcommittee did not reach a consensus on the amount of funding needed for a future bond. One 
member felt that the program has not truly funded modernization, and asked whether the future program 
policy should be to fund fewer modernization projects at higher grant amounts, or fund more projects at 
lower grant amounts. The member also requested future discussion on school districts’ ability to raise the 
local contribution amounts at the current levels. The Subcommittee members asked whether there were 
estimates of funding needs for areas such as Career Technical Education Facilities, Charter School 
Facilities, Joint-Use, or technology upgrades. One member asked whether a future bond should have 
requirements for facility maintenance standards. Another member felt that the funding need for building 
replacement was underestimated and merits further exploration. 
 
Several Subcommittee members reiterated a desire to implement a statewide school facilities inventory to 
determine statewide funding needs and to add flexibility to transfer unused funds between programs. 
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01/22/2014 State Allocation Board Program Review Subcommittee  


Future School Facility Needs (cont.) 
 
The Subcommittee did not come to a consensus on a total dollar amount needed for future school facilities 
or the exact structure of a future bond. However, the Subcommittee agreed with the following statement: 


 
SUBCOMMITTEE CONSENSUS 


 
There is demand for new construction and modernization funding. The Subcommittee recognizes 
that the State has appropriately been a partner in building new schools and modernizing aging 
facilities. To date, the School Facility Program has successfully provided $33.93 billion for 11,106 
projects and should be continued. 


 


Program Changes Necessary 


Education Code  Regulations  
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01/22/2014 State Allocation Board Program Review Subcommittee  


ATTACHMENT A 
 
 


STATE ALLOCATION BOARD PROGRAM REVIEW SUBCOMMITTEE AGENDAS  
 
 
For a more detailed review of all topics heard and discussed by the Subcommittee, links to of all 
Subcommittee meeting materials published are included below. 
 
 
Program Review Subcommittee Agendas, Volume 1 
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/Specials_Att
achments/Volume_1.pdf 
 


• October 24, 2012 
• November 28, 2012 
• January 15, 2013 
• February 5, 2013 


 
Program Review Subcommittee Agendas, Volume 2 
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/Specials_Att
achments/Volume_2.pdf 
 


• March 6, 2013 
• May 21, 2013 
• June 10, 2013 
• August 13, 2013 


 
Program Review Subcommittee Agendas, Volume 3 
http://www.documents.dgs.ca.gov/opsc/SAB_Agenda_Items/SFP_Review_SubComm/Specials_Att
achments/Volume_3.pdf 
 


• September 5, 2013 
• October 1, 2013 
• October 24, 2013 
• November 12, 2013 
• November 25, 2013 
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August 23, 2007 
 
 
The Honorable Arnold Schwarzenegger 
Governor of California 
 
The Honorable Don Perata    The Honorable Dick Ackerman 
President pro Tempore of the Senate  Senate Minority Leader 
 and members of the Senate 
 
The Honorable Fabian Núñez   The Honorable Michael Villines  
Speaker of the Assembly   Assembly Minority Leader    


and members of the Assembly 
 
Dear Governor and Members of the Legislature: 
 
Since the passage of Proposition 13 in 1978, the bulk of spending decisions on school 
construction for local public school districts has shifted to Sacramento for review, analysis 
and deliberation by the State Allocation Board.  In the last decade, the SAB has issued more 
than $23 billion in bond money for the construction and modernization of educational 
facilities throughout California. 
   
In its six decades, the board has functioned well despite a flawed governance structure.  The 
board has functioned as well as it has in no small part due to the professionalism of its staff 
over the years, which put the mission of the SAB above the governance issues created by 
specific job classifications. When there have been problems, however, a weak governance 
structure has been an impediment to setting the organization right.     
 
In August 2006, legislative members of the State Allocation Board asked the Commission to 
examine four areas they identified as concerns in the operation of the board: 


 an unclear governance structure 
 a potentially inappropriate board composition 
 a lack of formal rules of operation 
 a nebulous fiscal relationship with the Department of General Services 


 
In its review of the SAB, the Commission found an entity that, while operating adequately, 
potentially was vulnerable to political manipulation, one where accountability and 
transparency could be enhanced significantly.   
 
Specifically, the Commission found a governance structure that could not be described by a 
normal organizational chart, and one exacerbated by changes made for political reasons, not 
with the goal of improving educational outcomes for California students.  
 
The board’s executive officer is appointed by the governor but serves at the pleasure of the 
director of the Department of General Services.  The assistant executive officer is appointed 
by the board and reports directly to the board – specifically the legislative members of the 
board – not to the executive officer, the Department of General Services or the governor.  
 
The six legislative members, who have voting powers, comprise a majority on this board, 
which is charged with an executive branch function, raising the specter of conflicts of 
interest and inappropriate influence.  The legislative majority and pleasure appointments 
have, on occasion, permitted politics to trump policy in allocation decisions.  Public member 
 







representation is limited to one.  And, in a tradition that has stretched 60 years, the chair 
has been the director of the Department of Finance or his or her designee. 
 
The Commission urges the governor and the Legislature to take advantage of the 
opportunity presented by the request of the board’s legislative members – in the absence of 
crisis – to strengthen the board’s governance structure, equip it with independent staff, 
streamline its management and put in place measures to increase its transparency.  The 
result will be increased accountability and efficiency. 
 
Some of these reforms can be accomplished by executive action; others will require 
legislation. 
 
The Commission recommends reforming the SAB to increase public and expert 
participation, better balance executive and legislative roles and improve accountability. The 
Commission recommends expanding the board to 11 members, including four public 
members appointed by the governor with expertise in school facilities or education policy; 
four members of the Legislature; and, three ex-officio members:  the director of the 
Department of Finance; the director of the Department of General Services and the 
superintendent of public instruction, or their designees.   
 
The staff and functions of the Office of Public School Construction should be transferred to 
the SAB, which should be an independent entity with the authority to develop its own 
budget and hire its own executive officer.  The position of assistant executive officer should 
be eliminated.  
 
To increase its transparency to stakeholders and the public, the board should adopt formal 
rules of operation and make them public.   
 
Any entity charged with deciding how to allocate billions of public dollars to public school 
districts around the state is bound to generate criticism and second-guessing of its motives, 
justified or not.  A board’s best strategy is transparency and accountability. The SAB has 
functioned well, but it could function better.   
 
Adopting these recommendations can improve the governance and transparency of the 
SAB.  They also will simplify and clarify lines of authority, improving accountability.  The 
board is in the fortunate position of being able to make these reforms systematically and 
methodically, free from the swirl and confusion of controversy or crisis.  It should take this 
opportunity to make these necessary reforms. 
 


Sincerely, 


        
Daniel W. Hancock 
Chairman 
 


Commissioner Eloise Anderson voted in favor of the report but disagrees with the 
recommendation to make the Department of Finance representative the chair of the board, 
favoring instead that the board elect its own chair. 
 
 
 
 







THE STATE ALLOCATION BOARD: 
IMPROVING TRANSPARENCY AND STRUCTURE 


 
Table of Contents 


 
Introduction……….……………………………………………………………………………………  1 
Background……………………..………………………………………………………………………  3 
Personnel Tensions Reveal a Flawed Governance Structure………………………………..  5 
Rules of Operation…………………………………………………………………………………… 16 
Fiscal Relationship Between the SAB and the State………………………………………….. 18 
One Model for Reform: The California Transportation Commission……………………. 19 
Conclusion and Recommendations……………………………………………………………… 21 
Appendices 25 
            Appendix A: Public Hearing Witnesses……………………………………………………………………… 27 


            Appendix B: Letter from the Legislative Members of the SAB…………………………………………… 29 


Notes…………………………………………………………………………………………………….. 31 
  


Table of Sidebars & Charts  
  
Key State Allocation Board Programs…………………………………………………………….  3 
Implementation Committee………………………………………………………………………...  8 
State Allocation Board Appointment and Reporting Structure……………………………..  9 
Selected Governance Arrangements for School Construction Bodies……………………. 10 
Examples of Board Compositions…………………………………………………………………. 13 
California Transportation Commission Appointment and Reporting Structure……….. 20 
State Allocation Board Composition…………………………………………………………….. 22 
 







THE STATE ALLOCATION BOARD  
 


1 


Introduction 
 


he Little Hoover Commission reviewed the governance structure of 
the State Allocation Board (SAB) in response to a request by 
legislative members of the board who asked the Commission to 


address the following concerns: an unclear governance structure; 
potentially inappropriate composition; no formal rules of operation; and, 
a nebulous fiscal relationship between the SAB and the state.    
 
The request to address these concerns was made in a letter to the 
Commission, dated August 24, 2006, signed by the legislative members 
of the SAB.  At the January 25, 2007 business meeting, the Commission 
considered the request from the legislative members of the board.  The 
Commission agreed to undertake the study if the Office of Legislative 
Counsel issued an opinion that the board is in the executive branch of 
government and therefore within the statutory purview of the 
Commission.   Because the Commission is not a statutory client of the 
Office of Legislative Counsel, Senator Bob Margett – a member of the SAB 
and of the Little Hoover Commission – made the request on behalf of the 
Commission.  
 
On February 7, 2007, the Office of Legislative Counsel, in a consultation 
with Commission staff, offered an oral opinion that the Little Hoover 
Commission has the statutory authority to study governance issues 
involving the SAB.1  A written opinion followed on April 11, 2007.  The 
opinion is based on the Office of Legislative Counsel’s conclusion that the 
SAB is an executive branch agency and that legislative members serving 
on the SAB are performing an executive branch function.2   
 
As an independent state oversight agency, the Commission has the broad 
authority to examine any aspect of the executive branch of state 
government.  The authority to select its own projects gives the 
Commission the ability to respond to requests for projects from the 
public and from public officials.   
 
In reviewing the governance structure of the board, the Commission 
conducted a public hearing on May 24, 2007, and received oral 
testimony from the current SAB chair and other members of the board, 
current and former staff to the board and an expert on organization 
theory and public administration.  A list of the witnesses is in 
Appendix A.  The Coalition for Adequate School Housing also provided 
oral comments during the public comment portion of the hearing and 
submitted written comments.    
 


T 
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Background     
 


he SAB is a statutorily created state government board that 
allocates general obligation bonds and other funds used for the 
construction, modernization and maintenance and repair of local 


public school facilities.  The SAB meets monthly to apportion funds to 
school districts, act on appeals and adopt policies and regulations that 
govern the administration of SAB programs.  The SAB is the policy-level 
body for the programs administered by the Office of Public School 
Construction (OPSC).    
 
Since 1998, the SAB has apportioned more than $23 billion for the 
construction and modernization of school facilities statewide.3  
 
The OPSC is the administrative staff for the SAB and exists as a 142-
employee division within the Department of General Services.  Its 
primary function is to administer general obligation bonds and other 
monetary resources available to the SAB for apportionment to school 
districts.  The OPSC develops regulations, policies and procedures that 
carry out the mandates of the SAB and also advises the SAB on policy 
issues and legislative implementation. 
 
The SAB was created in 
1947 as a successor to the 
Post War Public Works 
Review Board and was 
comprised of seven 
members, including the 
director of the Department 
of Finance, the director of 
the Department of General 
Services, the state 
superintendent of public 
instruction, or their 
designees, and four 
legislative members, two 
each from the State Senate 
and Assembly.4   
 
By statute, the Department 
of Finance (DOF) provided 
the staff to determine the 
eligibility of school districts 
for state funds, and by 
tradition, the director of the 


T 


Key State Allocation Board Programs 


The SAB directs the allocation of state resources, such as general 
obligation bonds, for the construction and modernization of local 
public school facilities.  The board also oversees several public school 
facilities programs.  These programs include: 


• School Facility Program, primarily provides Modernization and 
New Construction funding and also includes: 
• Career Technical Education Facilities Program 
• Charter Schools Facilities Program 
• Critically Overcrowded School Facilities Program 
• Facility Hardship Grant for Replacement or Rehabilitation 
• Financial Hardship 
• High Performance Incentive Grants 
• Overcrowding Relief Grant 
• School Facility Joint-Use Program 
• Seismic Mitigation Funding 
• Small High School Program 


• Emergency Repair Program 
• School Facilities Needs Assessment Grant Program 
• Deferred Maintenance Program 
• State Relocatable Classroom Program 


Source: State Allocation Board Web sites: www.opsc.dgs.ca.gov/SAB/Default.htm and 
www.opsc.dgs.ca.gov/SABForms/Default.htm.  
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DOF served as the chair of the SAB.  Later, staffing responsibilities were 
shifted to a unit within the Department of General Services (DGS) that is 
now the OPSC.  Although no longer staffed by the DOF, the DOF director 
continues to chair the board.5  
 
In the early- to mid-1990s, controversy over school financing exposed 
weaknesses in the way the board functioned.  School construction 
consistently had been under-funded, but with even less money available 
to schools due to a recession, competition for the available dollars 
became fierce.  The SAB had broad authority to establish policies for 
school facility financing, and those policies changed frequently.  The SAB 
regularly made case-by-case exceptions to basic requirements to receive 
funding and transferred funds from one program to another, making it 
unclear to districts how much money they could count on from the state.  
Although school districts were notified of changes once they had 
occurred, there was no formal mechanism to communicate policy 
changes to new local administrators or school board members, leaving 
many districts at a disadvantage in competing for funds.  Larger, 
wealthier school districts that could afford to hire consultants and were 
able to monitor the board’s actions were better able to navigate the 
school construction financing process.6 
 
In response to several appellate court decisions that affected the levying 
and use of developer fees, and to growing complaints by school districts 
that the distribution of construction money was unfair, Governor Pete 
Wilson and the Legislature agreed to a package of school facilities 
reforms in June 1998 known as SB 50, authored by the late state 
Senator Leroy Greene.7  Part of a bond initiative, these reforms 
subsequently were approved by the voters in November 1998 as 
Proposition 1A.  The reforms significantly changed the basis for 
allocating state funds and the procedures used by the SAB in making 
allocation decisions.  The reforms also required the SAB and others 
involved in the school construction approval process to simplify the 
application process.  As part of the reforms, the SAB was required to 
adhere to the Administrative Procedure Act, which requires public 
notification and opportunities for public comment. 
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Personnel Tensions Reveal a Flawed 
Governance Structure 
 
Recently, growing and unresolved conflicts between successive executive 
officers and the assistant executive officer of the SAB and their respective 
superiors have given new importance to longer standing concerns about 
the appropriateness of the governance structure of the board.  
   
The problems reportedly began in 2005 and have since worsened.  By all 
accounts, the conflicts have not compromised the ability of the board to 
effectively fulfill its mission.  But members say that it now takes longer 
and is more difficult to get the job done, and all are frustrated by the 
situation.  The current executive officer reports that the deliberative 
process among staff is compromised, and talented individuals are leaving 
the organization.8  Ms. Sheehan, who chairs numerous boards as the 
designee for the director of the Department of Finance, says that the 
current circumstances make the SAB the most challenging board to 
manage.9   
 
Ms. Sheehan and current and former staff reportedly tried – to no avail – 
to help the parties resolve their conflicts and, in particular, tried to 
clarify the appropriate role and responsibilities of the assistant executive 
officer.    
 
In an attempt to resolve the personnel and governance issues, Senator 
Margett introduced a bill in the 2005-2006 legislative session to transfer 
the Office of Public School Construction employees from the Department 
of General Services to the direct control of the SAB.  The bill also called 
for the executive officer to be appointed directly by the SAB, rather than 
by the governor.  When the SAB legislative members were advised that 
the governor would likely veto the legislation, they agreed to withdraw 
the bill and ask the Little Hoover Commission to review the governance 
structure and make recommendations.10 
 
In their letter to the Commission, the legislative members of the SAB 
assert that questions have arisen about the appropriateness of the 
legislative majority on the board when its functions are largely within the 
executive branch of state government. They also described a bifurcated 
and organizationally unclear governance structure as it relates to the 
executive officer and assistant executive officer positions.  The letter is in 
Appendix B. 
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A legislative majority, but an executive branch 
mission 
 
In April 2002, in a compromise agreement to pass Proposition 47, 
another school construction bond, legislation also was passed to add to 
the board two legislative members of the minority party and a public 
member appointed by the governor.  The 2002 law increased the number 
of SAB members from seven to 10 and strengthened the board’s 
legislative majority.11   
 
Critics assert that the legislative majority on the SAB is inappropriate 
because the board is charged with performing executive branch 
functions.  Ms. Sheehan says that of all the boards she sits on, the SAB’s 
structure is unique.  While she believes it is helpful to have legislative 
members, particularly if they represent the education policy and 
education budget committees, she questions the appropriateness of a 
legislative majority on the board.  She suggests that it gives the 
perception of a conflict because the Legislature drafts and approves 
legislation and bond measures for school facilities and then gets another 
“bite of the apple” when making allocation and appeal decisions.  The 
involvement of the SAB’s legislative members in approving regulations 
could be perceived as opportunities to interpret the laws in ways that 
were not intended when the bills were signed.12  Former state Senator 
Dede Alpert, who served on the board for many years, asserts that there 
is no need for a legislative majority on this board.13  Others have said 
that the legislative majority represents an inherent conflict of interest.14 
 
The superintendent of public instruction believes that the board is well-
balanced and that the legislative members provide a valuable 
perspective.15  In written testimony, Senator Jack Scott, a member of the 
SAB, says that the current structure “appears to provide a balance of 
representation of the interests of the governor and the two houses.”16 
 
The fact that the SAB’s legislative members are voting members also has 
been raised as an issue.  Bruce Hancock, a former assistant executive 
officer, says that over the years there have been many informal 
discussions among staff and stakeholders about whether legislative 
members should serve on the SAB as fully participating members.  
However, the California Constitution specifically provides the legislative 
members of the SAB with rights and duties equal to those of its other 
members.17 
 
Luisa Park, who served as the executive officer of the SAB and OPSC 
from 1999 through 2006, asserts that special interest groups are able to 
exert undue influence through their access to the legislative members 
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and assistant executive officer.   She says that a 10-member board is 
large for a body where most actions are administrative in nature and 
questions the need for the increase in the number of legislative members.  
She says that a smaller board should be considered.18   
 


At-will appointments 
 
SAB members serve at the pleasure of their appointing authorities.  
Agency heads, or their designees, serve as long as they hold their 
respective jobs.  Most legislative members serve an entire legislative 
session, though some have served for as little as one meeting and one, 
the late Senator Leroy Greene, served for more than 20 years.  
 
The lack of fixed terms, some argue, creates opportunities for the 
Legislature to make appointments to the board to influence a specific 
policy or allocation decision. On occasion, a legislator has been 
appointed to the board for one meeting, apparently to vote on an issue 
related to a school district within their legislative district.   The past 
assistant executive officer says that the length of the term is less 
important than ensuring that during the time legislators serve on the 
board, they are not removed or that another member is not substituted 
for a single meeting.  He says that although to his knowledge this has 
only happened a few times, it does not reflect well on the integrity of the 
process.19  
 


The staff 
 
The executive officer of the OPSC is a statutorily created position, 
established in 1963, that is appointed by the governor and serves at the 
discretion of the director of the Department of General Services.  
Subsequently, the executive officer of the OPSC is appointed executive 
officer of the SAB by resolution of the SAB.  The deputy executive officer 
is appointed by and reports to the executive officer of the OPSC/SAB.20   
 
In 1987, legislation authored by Senator Greene created the position of 
assistant executive officer of the SAB, a position outside of the OPSC and 
DGS chain of command.   Reportedly, Senator Greene wanted staff who 
reported to the SAB directly rather than through the DGS.   Despite the 
implication of the title, the assistant executive officer is appointed by and 
reports directly to the SAB and has no statutory or organizationally-
defined reporting responsibility to the executive officer or to the director 
of the DGS.  By tradition, the assistant executive officer has served as chair of 
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the Implementation Committee and provides input as the OPSC develops 
the regulations to implement statutory programs.  


 
Mavonne Garrity, the 
current assistant executive 
officer, has held the 
position for two years.  
Previously, she was a 
legislative employee.  Ms. 
Garrity describes her role 
as an independent observer 
of the day-to-day 
administration of the school 
facility programs to ensure 
that the OPSC fulfills its 
responsibilities to the 
board.  She asserts that the 
information provided to the 
board by OPSC staff is 
limited to that needed to 
support the 
administration’s policy 
direction, and as a result, 
legislative members do not 
always receive the 
information they need to 
make good decisions.  She 
says that the Department of 
Finance, with its role as 
chair of the board, “trumps” 
everyone else.    Ms. Garrity 
describes her role as the 
“daily eyes, ears and voice” 


of the legislative members and believes the position of assistant executive 
officer was created to balance the power of the executive branch 
representatives and for the legislative members to have their own staff.21 
 
She asserts that by having greater access to information and to OPSC 
staff discussions, the administrative members of the board have an 
advantage over the legislative members and the representative of the 
superintendent of public instruction.22   
 
That view is contested by the former executive officer, who says that she 
always served the entire board and ensured that all members received 
consistent information.  OPSC staff are loyal to the SAB and believe that 
they work for all members of the SAB, she says.    


Implementation Committee 


The Implementation Committee was created by the SAB as an informal 
advisory body made up of school facilities stakeholders.  Currently, the 
organizations represented on the committee are:   


• State Allocation Board, assistant executive officer, chair 
• Office of Public School Construction, co-chair 
• Division of the State Architect 
• Department of Finance 
• Department of Education 
• Suburban School Districts 
• Los Angeles Unified School District 
• California Association of School Business Officials 
• California County Superintendents Educational Services Association 
• Council of Educational Facility Planners, International 
• American Institute of Architects 
• California Building Industry Association 
• Coalition for Adequate School Housing 
• Small School Districts Association 
• State Building Construction Trades Council 


The committee assists the SAB and the OPSC with the implementation of 
policy and legislation by providing feedback from practitioners’ 
viewpoints at monthly meetings.  That input is used to inform SAB and 
OPSC recommendations and decisions.  If OPSC staff and the 
Implementation Committee are not aligned on an issue, the division is 
conveyed to the SAB. 


Source: State Allocation Board Web sites: www.opsc.dgs.ca.gov/SAB/Default.htm, 
www.opsc.dgs.ca.gov/SAB/SAB_Imp_Members.htm and 
www.opsc.dgs.ca.gov/SAB?SAB_Imp_Minutes.htm.  Also, Lori Morgan, Acting Executive 
Officer, State Allocation Board and Office of Public School Construction.  May 24, 2007.  
Oral testimony to the Little Hoover Commission.  
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Board member Kathleen Moore, representing the superintendent of 
public instruction, tells the Commission that the role of the assistant 
executive officer benefits the superintendent of public instruction as an 
additional conduit for information on specific items before the board, 
particularly those that are complex or controversial.23 
 
Because the assistant executive officer reports to the board, not the 
executive officer, there is no direct, vertical chain of command.  Rather, 
there are two chains of command: one from the executive officer to the 
director of the DGS and the chair of the board, the other from the 
assistant executive officer to the “board,” but in reality, and admittedly, 
to the legislative members of the board.    
 
Witnesses who provided testimony to the Commission for this review and 
individuals familiar with the present and past operation of the SAB say 
that in the past, because of the personalities and perspectives of the 
previous executive and assistant executive officers, the two were able to 
work together effectively, despite the awkward governance structure.  
This was possible, they say, primarily because the assistant executive 
officer perceived that his job was to serve the entire board, not just the 
legislative members.  


 
The former assistant executive officer, who served in that capacity from 
1998 until 2005, says that while he rarely saw partisan politics on the 
board, the governance structure of the board is flawed and irrational 
according to any business model.  The assistant executive officer not only 
is free from influence by the administration but essentially is free from 
oversight and direction of any kind.  This lack of accountability can 


State Allocation Board Appointment and Reporting Structure 


 


Office of Public School Construction, 
Department of General Services 


State Allocation Board 
 


   Director of the Director of the State Superintendent         3 Senators           3 Assemblymembers 1 Public Member 
   Department of Department of of Public Instruction  
   Finance  General Services            Appointed by the       Appointed by  Appointed by 
                Senate Rules           the speaker of  the governor 
   Ex-officio, chair Ex-officio  Ex-officio           Committee           the Assembly 
   of the SAB 


Executive Officer – OPSC/SAB 
 


Appointed by the governor and serves 
at the discretion of the director of the 


DGS 


Deputy Executive Officer – OPSC/SAB 
 


Appointed by the executive officer 


Assistant Executive Officer – SAB 
 


Appointed by and serves at the 
discretion of the SAB 
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create an incentive for the assistant executive officer to undermine the 
executive officer and OPSC staff in order to solidify, strengthen and 
validate the assistant executive officer’s position.  He believes the need 
for an independent assistant executive officer should be reconsidered.24 
 
Governance structures in other states 
 
Christopher Ansell, an associate professor in the Department of Political 
Science at the University of California at Berkeley, examined the 
governance structures of prominent school construction institutions in 
several states and compared them with California’s State Allocation 
Board.  The states – Arizona, Kentucky, Maine, Maryland, 
Massachusetts, New Jersey, North Carolina, Ohio and Wyoming – were 
chosen because they are considered to have notable school construction 
institutions, represent a range of governance arrangements and provide a 
framework for thinking about options for California.25 
 
Professor Ansell grouped these states into four types of governance 
structures: Program within a Department of Education or State Board of 
Education; Quasi-Autonomous Agency; Public Corporation Model; and, 
Interagency Committee Model.  


 
1.  Programs within a department of education or state board of education.  
In Maine, school districts submit proposals for school construction or 
renovation to the Maine Department of Education, which vets and 
prioritizes the projects and submits them to the Maine State Board of 
Education, which decides the projects that will be funded.  The North 
Carolina Public School Building Bond Act of 1996 is administered and 
supervised by the State Board of Education. 


Selected Governance Arrangements for School Construction Bodies 


 
Program within 
Department of 


Education or State 
Board of Education 


Quasi-Autonomous 
Agency 


Public Corporation 
Model 


Interagency 
Committee Model 


• Maine 
• North Carolina 


• Arizona 
• Kentucky 
• Massachusetts 
• Ohio 
• Wyoming 


• New Jersey • California 
• Maryland 


 


Source:  Christopher Ansell, Associate Professor, Department of Political Science, University of California, 
Berkeley.  May 24, 2007.  Written testimony to the Little Hoover Commission. 
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2. Quasi-autonomous agencies.  The Massachusetts School Building 
Authority (MSBA), created in 2004, is an independent agency, though it 
operates largely under the control of the state treasurer.26  The seven-
member board includes the state treasurer, who serves as chairperson, 
the secretary of the Executive Office for Administration and Finance, the 
commissioner of education and four members appointed by the state 
treasurer with expertise in facility planning, architecture or construction 
and education.  The MSBA also has a statutory advisory board of 17 
members representing a wide range of stakeholders.  The executive 
director, who also sits on the advisory board, is appointed by the state 
treasurer. 
 
The Kentucky School Facilities Construction Commission is an 
independent agency attached to the Finance and Administrative Cabinet.  
The commission is comprised of eight members appointed by the 
governor.27  An unusual feature of the Kentucky commission is that 
seven of these members must represent one of the state’s seven Supreme 
Court districts, while the eighth member represents the state as a whole. 
The commission is staffed by a director and support personnel, who are 
appointed by the commission.28 
 
The Ohio School Facilities Commission (OSFC) was created in May 1997 
as a distinct state agency to administer school construction and 
rebuilding, a function that previously resided in the Ohio Department of 
Education.  The OSFC is comprised of three voting members – the 
director of the Office of Budget and Management, director of the 
Department of Administrative Services and state superintendent of 
public instruction – and four non-voting members of the state 
Legislature.  The four legislative members include two members of the 
Ohio Senate and two members of the House of Representatives.  The 
commission appoints its own executive director. 


The Arizona School Facilities Board consists of nine voting members 
appointed by the governor.  They represent a variety of interest groups 
and perspectives, including an elected member of a school district 
governing board with experience in finance, a representative of a 
taxpayers’ organization, a person with experience in school construction, 
an architect familiar with schools, a person with experience in school 
facilities management, a person with experience in demographics, a 
current teacher, an engineer familiar with schools and a private business 
owner or officer.29  In addition, the superintendent of public instruction 
serves as a non-voting member.  The governor appoints the chairperson 
and the executive director. 


The Wyoming School Facilities Commission was established by the 
Wyoming Legislature in 2002.  The seven-member commission is 
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comprised of the state superintendent of public instruction, a member of 
the State Board of Education, three members appointed by the governor, 
who have experience in engineering, construction and building design, 
and two members appointed by the state superintendent of public 
instruction with knowledge of facility planning and management and 
educational policy.  The governor appoints the executive director.   
 
3. Public corporation model.  By executive order, the governor of New 
Jersey delegated authority for school construction from the New Jersey 
Economic Development Authority (NJEDA) to a new subsidiary 
corporation called the School Construction Corporation (SCC).30  The 
SCC is comprised of eight ex-officio members of various state agencies, 
including education; labor and workforce development; treasury; 
commerce, economic growth and tourism; and, economic development, 
as well as  seven public directors appointed by the governor – three from 
the Board of the Economic Development Authority and four with 
experience in education, finance or construction.  A chief executive 
officer, elected by the corporation, runs the day-to-day operations.    


4.  Interagency committee model.  In Maryland, the Aging School 
Program (ASP) provides state funds to all school systems in the state to 
address the needs of their aging schools. The ASP is administered by the 
Interagency Committee on School Construction, which was established 
in 1971.  The interagency committee has five members, including ex-
officio representatives from three public agencies: the superintendent of 
schools, who chairs the committee, the director of the Maryland Office of 
Planning and the secretary of the Department of General Services.  The 
president of the Senate and speaker of the House of Delegates each 
appoint one public member.  The three participating agencies furnish 
staff to the committee.  The Board of Public Works also provides staff and 
assumes responsibility for the coordination and administration of the 
program. The executive director is appointed by the committee.  
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Examples of Board Compositions 


 
 Representatives of State 


Departments 
Legislators Public Appointees* 


Arizona • Superintendent of Public 
Instruction (non-voting) 


 • 9 members appointed by 
the Governor 


California 


• Director of the Department 
of Finance 


• Director of the Department 
of General Services 


• Superintendent of Public 
Instruction 


• 3 Senators (voting) 
• 3 Assemblymembers 


(voting) 


• 1 member appointed by 
the Governor 


Kentucky   • 8 members appointed by 
the Governor 


Maine The Maine Department of Education and State Board of Education are responsible for 
reviewing and funding school construction projects. 


Maryland 


• State Superintendent of 
Schools 


• Secretary of the 
Department of Planning 


• Secretary of the 
Department of General 
Services 


 • 1 member appointed by 
the Senate President 


• 1 member appointed by 
the House Speaker 


Massachusetts 


• State Treasurer 
• Secretary of Administration 


of Finance 
• Commissioner of 


Education 


 • 4 members appointed by 
the State Treasurer 


New Jersey 


• 8 members from key state 
agencies 


 • 7 members appointed by 
the Governor, including 3 
from the Board of the 
Economic Development 
Authority 


North 
Carolina 


The school construction program in North Carolina is administered by the State Board of 
Education. 


Ohio 


• Director of the Office of 
Budget and Management 


• Director of the Department 
of Administrative Services 


• State Superintendent of 
Public Instruction 


• 2 Senators (non-voting) 
• 2 Representatives (non-


voting) 


 


Wyoming 


• State Superintendent of 
Public Instruction 


• A member of the State 
Board of Education 


 • 3 members appointed by 
the Governor 


• 2 members appointed by 
the State Superintendent of 
Public Instruction 


*Most of these states require public appointees to have specific expertise in a related field, such as Wyoming with governor appointees 
having experience in engineering, construction and building design and superintendent appointees having experience in facility planning 
and management and educational policy, while some do not have expertise requirements, such as Kentucky with seven appointees 
representing the state’s Supreme Court districts and one representing the state as a whole. 


Source:  Christopher Ansell, Associate Professor, Department of Political Science, University of California, Berkeley.  May 24, 2007.  
Written testimony to the Little Hoover Commission. 
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In California, accountability divided 


In Kentucky, Ohio, Maryland and New Jersey, the executive director is 
appointed by the school facilities board.  In Wyoming and Arizona, the 
executive director is appointed by the governor.  In Massachusetts, the 
executive director is appointed by the state treasurer.   
 
Professor Ansell concludes that accountability is more divided in 
California than in the comparison states where the executive director is 
appointed either by the commission or the governor, or by an executive 
officer of the governor.  
 
The different board compositions reflect several principles for organizing 
boards.  Most of the institutions described above are focused in the 
executive branch, though they differ in terms of the agency to which they 
are attached and in their emphasis on interagency coordination.    
 
Ohio is the only state reviewed that has direct legislative representation, 
with four non-voting members of the Legislature.  No other state has a 
board with voting legislative members or a legislative majority, making 
California an exception in terms of strong legislative representation.  At 
the same time, California also has a strong interagency orientation, with 
representation from the Department of Finance, Department of General 
Services and superintendent of public instruction.   
 
Professor Ansell concludes that the governance structure of the SAB 
creates opportunities for exacerbated tensions between the legislative 
and executive branch, adding to the tension created by the governor’s 
appointment of the executive director.  While strong legislative 
representation has the advantage of allowing close legislative oversight of 
the SAB, it also has the potential to politicize allocation decisions.31 
 
Professor Ansell asserts that in contrast to school facilities commissions 
and programs in other states, the governance structure of the SAB pulls 
the school construction program in different directions.  The SAB has 
strong legislative representation, but its executive leadership reports 
primarily to the governor.  It has an administrative home in the 
Department of General Services but is chaired by the Department of 
Finance.   He observed that a Madisonian would admire the way that this 
structure embodies the separation of powers, while a Hamiltonian would 
object to its cross-cutting lines of authority.32   
 
Professor Ansell suggests that if the goal is to clarify and tighten lines of 
authority, a quasi-autonomous agency model along the lines of Arizona, 
Kentucky, Massachusetts, Ohio and Wyoming might be considered.  The 
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SAB and OPSC would then be reorganized as a consolidated and 
independent operating authority.  Executive branch control of this 
authority would be consolidated by allowing the membership of this 
authority to be appointed by the governor or to reflect ex-officio agency 
representation.  The chair could be appointed, designated ex-officio or 
elected by the board.  The new authority would appoint its own executive 
director, who would be responsible for appointing the authority staff. 
 
Senator Jack Scott, in his testimony to the Commission, notes that the 
majority of California boards and commissions have the authority to 
appoint their own executive officers, ensuring that the executive officer’s 
“actions are guided by, and reflect, the priorities of the public board 
being served.”33 
 







LITTLE HOOVER COMMISSION 


16 


Rules of Operation    
 
In their letter to the Commission, the legislative members of the board 
said that aside from the make-up of the SAB, the statutes are silent as to 
its operation and that it operates largely by tradition.  The legislative 
members did not, however, identify negative consequences from the lack 
of formal rules of operation.  
 
As a multimember state board, the SAB is subject to the requirements of 
the Bagley-Keene Open Meeting Act, which requires multimember boards 
and commissions to publicly notice their meetings, prepare agendas, 
accept public testimony and conduct their meetings in public.34  
 
Board staff acknowledged that the board has not adopted formal rules of 
procedure, but stated that it is guided by Roberts Rules of Order, legal 
counsel and the requirements of the Bagley-Keene Open Meeting Act.  
The board also has adopted quorum and voting regulations that have 
been approved by the Office of Administrative Law.35 
 
Last year, amid increasing conflict and at the request of the board, the 
staff prepared and submitted to the board a report describing how it 
operates, the role of OPSC staff in developing regulations and the roles of 
the executive officer and assistant executive officer.  The board accepted 
the report.36  
 
After some SAB members voiced a desire for a vice chair, the SAB voted 
at its March 22, 2006 meeting to establish the position of vice chair and 
specified that it would be held by a legislative member of the board, 
elected by a majority of a quorum of the board, who would serve at the 
pleasure of the board.  At the same meeting, the board discussed rotating 
the chairmanship of the board but opted not to do so.37     
 
The chair states that the board does have rules of operation but 
describes the Implementation Committee process as a weakness in 
current operating policy.  She explains that the committee was 
established to advise the board as it develops regulations to implement 
new laws.  It was intended to be comprised of stakeholders directly 
impacted by the regulations, such as school districts, county offices of 
education, architects, contractors and others.  Over time, lobbyists and 
other advocates for specific interests have been added to the board, and 
it has assumed a more activist role, influencing program and policy 
development.  The chair suggests that this could upset the balance 
between policy and regulation development and fiscal responsibility.  She 
suggests that the role and composition of the Implementation Committee 
be reviewed and clearly defined to improve its value to the SAB.  
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The superintendent of public instruction, in written testimony, suggests 
that formal rules of operation would make the SAB more transparent.38 
 
Generally, the staff, board members and stakeholders who provided the 
Commission with input on this issue express opinions that meetings are 
well run and conducted in a professional and collegial manner.   
 
Professor Ansell finds that the commissions in most of the states he 
reviewed specified some rules for how and when meetings will be 
conducted, how the chair will be named and how the public will be 
notified of meetings.  He finds the rules in the other states to be quite 
general and to defer on the details of operations to the commissions.  He 
says he does not know of any liabilities as a result of the current 
informal rules for governing the SAB.39  
 
While the SAB has not established its own comprehensive rules of order, 
it is guided by open meeting laws, statutory requirements, its own 
regulations and commonly accepted rules of operation that by all 
accounts comprise effective rules of order.  Although it does not appear 
that formal rules of operation are required to address specific problems 
with the way the board conducts its affairs, formal rules could serve to 
aggregate in one document the rules of operation, providing clarity and 
consistency internally and enhancing transparency externally.  
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Fiscal Relationship Between the SAB and 
the State  
 
The legislative members assert that the fiscal relationship of the SAB to 
the state is nebulous and that administrative and operational expenses 
paid out of bond funds to the DGS do not accurately reflect the costs of 
those services since the SAB is subject to the budgetary constraints of 
the DGS.   Staffing levels and expenses, such as legal counsel, are 
impacted by decisions made at the DGS rather than by the SAB.      
 
The chair says that she is not aware of the budget reflecting inaccurate 
operational costs for the OPSC and SAB.  She explains that the DGS 
participates in the annual budget development process and must justify 
its expenditures through established processes that apply to all state 
departments, which includes scrutiny by both the legislative and 
executive branches of government.40   
 
The OPSC budget includes personnel costs, operating expenses, such as 
rent, utilities and travel, and an allocation to the DGS to provide support 
services, such as human resources, information technology and fiscal 
services.  Since 1999-2000, support services have totaled between six 
and eight percent of the OPSC’s overall operating budget.41   The amount 
budgeted is based on actual data from previous years and on the number 
of DGS staff hours utilized to perform the various staff functions.42   
 
In testimony to the Commission, several witnesses point out that if the 
OPSC were moved out of DGS and placed under the SAB, it would be 
necessary to contract for the support services currently provided by the 
DGS and that it is unlikely such an arrangement would generate savings.   
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One Model for Reform: The California 
Transportation Commission 
 
There are more than 300 boards and commissions in California state 
government.  They differ in their compositions, authorities and funding 
sources.  Of those entities, the California Transportation Commission 
(CTC) is most like the SAB in its primary function – the allocation of 
billions of dollars in general obligation bonds and other funds – in this 
case for transportation projects statewide.  The CTC is considered by 
some observers to be a model for an effectively structured allocation 
board.  It is professional, has made a practice of systematic planning and 
effectively sets priorities for projects for the state’s massive 
transportation sector.43  Anne Sheehan describes the CTC as a relevant 
example of an alternative governance structure for the SAB.44       
 
The CTC, an 11-member independent state commission, oversees and 
coordinates the activities of the state’s transportation sector, including 
planning and allocating state money for the construction of highway, rail 
and transit improvements throughout California.   
 
Several elements of the CTC governance structure set it apart from the 
SAB and, if incorporated into the structure of the SAB, would make the 
SAB’s governance structure more rational and could improve its 
performance by minimizing opportunities for the personnel conflicts that 
can arise in the current structure.   


 Independent.  As an independent body, the CTC elects its own 
chair and vice chair and appoints an executive director that 
reports directly to the commission.  No member can serve as 
chair for more than two consecutive terms.  The chair, vice chair 
and executive director serve at the pleasure of the commission.  
The staff, including the deputy directors, report directly to the 
executive director.   


 Citizen and expert membership.  Nine of the 11 CTC members are 
public members with subject matter expertise or interest in 
transportation, appointed by the governor and confirmed by the 
Senate.  The composition ensures that the commission has 
individuals with relevant subject matter knowledge, increases the 
commission’s transparency and limits the perception of undue 
influence by the administration.     


 Balanced legislative influence.  The Senate Rules Committee and 
speaker of the Assembly each appoint a non-voting, ex-officio 
member, usually the chairs of the Senate and Assembly 
transportation policy committees.  The legislative members 
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represent the interests of the Legislature on the CTC, which 
primarily performs an executive branch function – planning and 
distributing funds for the state’s transportation sector.  They 
provide important input on the decisions of the commission, but 
do not dominate the commission.  Although they lack voting 
power, they play a vital role by informing the commission of the 
Legislature’s position on issues likely to affect the portion of the 
budget it will devote to transportation.  They also act as a 
“sounding board” for CTC program proposals that will ultimately 
be presented to the Legislature in the commission’s annual 
report.45 


 Fixed terms.  CTC members serve staggered, fixed terms, giving 
the commission increased permanence across administrations 
and eliminating opportunities to politicize allocation decisions.    


 
Voting members may not simultaneously hold an elected public office or 
serve on any local or regional public board with business related to 
transportation.46  Members may, however, serve on the High-Speed Rail 
Authority.47  Appointments have been influenced by a desire to maintain 
geographical balance by including representatives from northern, 
southern, urban and rural parts of the state.48  
 
To carry out its functions, the chair organizes commission members into 
committees to inform the CTC on issues and make recommendations for 
action.   Currently, there are eight committees, of which four are required 


by statute.49 CTC meetings are held every 
five to seven weeks in various locations 
throughout the state, though mostly in 
Sacramento.    
 
The CTC, while independent, has regular 
contact and interaction with Caltrans.  
For example, Caltrans relies on the CTC 
for approvals on capital outlays and 
property condemnations.50  The CTC may 
request that Caltrans perform work that 
is necessary for the commission to carry 
out its duties and responsibilities.51  The 
CTC also rents office space from Caltrans 
and is part of its email and phone system.  
The CTC contracts with the Department 
of General Services for administrative 
support services. 52 
 


California Transportation Commission 
Appointment and Reporting Structure 


 California Transportation Commission 
 


9 Public Members      1 Senator   1 Assemblymember   
 
Appointed by the      Appointed by   Appointed by the 
governor;       the Senate   speaker of the 
confirmed by the      Rules    Assembly 
Senate       Committee 
 
One public member  
is elected as chair, 
and one is elected 
as vice chair. 
    


Executive Director 
 


Appointed by the CTC 
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Conclusion and Recommendations 
 


y all accounts, the SAB in recent years has functioned admirably 
despite a challenging – and by most accounts – irrational 
governance structure.   Created before the state became the 


predominant source of funding for school construction, the SAB has not 
evolved to reflect its new role.  The few changes to the composition and 
governance structure of the SAB since its inception were made 
apparently for political reasons and did not improve the board’s 
performance or public outcomes.   
 
The board’s legislative majority, unique among the more than 300 boards 
and commissions in California, was further strengthened in 2002 as part 
of a political “deal.”   Coupled with the voting powers of the legislative 
members, it presents – at the least – an appearance of a conflict of 
interest.   
 
The establishment of the assistant executive officer position was yet 
another politically motivated move unrelated to improving specific and 
measurable public outcomes.   The fractured chain of command and 
bifurcated reporting structure that resulted is impeding the effective 
internal functioning of the board, even if it has not materially 
compromised the ability of the board to fulfill its mission.    
 
Clearly, having the right personalities in key positions can make up for a 
poor structure.  But when problems arise, a flawed structure can 
exacerbate those problems and prove an impediment to overcoming 
them.   
 
A review of the compositions and governance structures of the California 
Transportation Commission and notable school facilities institutions in 
other states illustrates just how unusual the SAB is.  Of the nine states 
examined as part of the Little Hoover Commission’s review, only Ohio 
included members of the state Legislature, and they serve as non-voting 
members.  By including only one public member, the SAB stands far 
apart from the CTC and other states.  By comparison, the other states 
have between two and nine public members, and in seven of the states, 
public members comprise the majority of the board.  Nine of the 11 CTC 
members are public representatives, and all have experience or interest 
in transportation issues.  The CTC is independent, and boards in five of 
the nine states reviewed are independent or “quasi-autonomous.”      
 
Public outcomes would be improved by reforming the composition and 
strengthening the governance structure of the SAB to enhance its 
accountability and transparency, and by streamlining and clarifying its 


B 
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internal organization and operations to improve its effectiveness and 
efficiency.  To achieve these goals, the Commission recommends the 
following: 
 


Recommendation 1:  The State Allocation Board should be reformed to increase public 
and expert participation, better balance executive and legislative roles and improve 
accountability.  Specifically: 


• The composition of the SAB should be modified, and the board 
membership should be increased to include 11 members.  The SAB 
should include four public members appointed by the governor, 
with expertise in school construction, school financing or K-12 
education policy; four members of the Legislature, including the 
chair and vice chair of the Senate Education Committee and chair 
and vice chair of the Assembly Education Committee; and, three 
ex-officio, voting members: the director of the Department of 
Finance; the director of the Department of General Services; and, 
the superintendent of public instruction, or their designees.  
Government Code section 15490 should be amended to 
implement the change in the board’s composition.   


• SAB members should serve staggered, fixed terms.  To provide 
continuity and consistency when governors’ administrations 
change, the public members of the SAB should serve staggered, 
four-year terms.  This change should be codified in Government 
Code section 15490. 


State Allocation Board Composition 


1947 2002 Recommended 
• Director of the Department 


of Finance 
• Director of the Department 


of General Services 
• Superintendent of Public 


Instruction 
• 2 members from the State 


Senate 
• 2 members from the State 


Assembly 


• Director of the Department 
of Finance 


• Director of the Department 
of General Services 


• Superintendent of Public 
Instruction 


• 3 members from the State 
Senate 


• 3 members from the State 
Assembly 


• 1 public member 
appointed by the Governor 


• Director of the Department 
of Finance (ex-officio, 
voting) 


• Director of the Department 
of General Services (ex-
officio, voting) 


• Superintendent of Public 
Instruction (ex-officio, 
voting) 


• 2 members from the State 
Senate 


• 2 members from the State 
Assembly 


• 4 public members 
appointed by the Governor 
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• The chair of the SAB should be designated.  The director of the 
Department of Finance or his or her designee should serve as the 
statutory chair of the SAB. 


• SAB members should represent California’s geographic diversity.  
To ensure regional equity and enhance awareness of the state’s 
rapidly changing demographics, the board should include 
members from northern, southern, central, urban and rural parts 
of the state. 


 
Recommendation 2:  The SAB should be an independent entity.  Specifically: 


• The staff and functions of the Office of Public School Construction 
should be transferred to the SAB.  A single chain of command and 
system of accountability should be created by transferring the 
staff and functions of the OPSC from the DGS to the SAB.  
Education Code section 17070.2 should be amended to charge 
the SAB with the responsibility to administer the Leroy F. Greene 
School Facilities Act of 1998.  The SAB should contract with the 
DGS for administrative support and should contract for or hire its 
own legal services.   


• The SAB should develop and submit its own budget.  To 
underscore its independence and enhance its accountability and 
transparency, the SAB should develop and submit an annual 
budget that is subject to the standard state agency budget 
approval process, including legislative and executive branch 
scrutiny.  


• The SAB should hire an executive officer.  The SAB should hire its 
own executive officer, who reports directly to the SAB.  The 
executive officer should hire a deputy executive officer and staff 
who report to the executive officer.   


• The position of assistant executive officer should be eliminated.  
The SAB should eliminate the position of assistant executive 
officer.  The Legislature should sunset Government Code section 
15490(c), which authorizes the SAB to appoint a person to that 
position.  The functions of the assistant executive officer should 
be reallocated, as appropriate, to the executive officer and deputy 
executive officer of the SAB, including the responsibility to chair 
the Implementation Committee.  


 
Recommendation 3: To increase its transparency to the public and stakeholders, the 
board should formally adopt its own rules of order.  The rules should:   


• Aggregate existing operating procedures.   The board should 
consolidate existing formal and informal operational practices 
into SAB Rules of Operation. As appropriate, the rules of 
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operation should include elements of existing SAB procedures 
derived from law, regulation and practice.   


• Define the role of the Implementation Committee.  The rules 
should address the role, operation and composition of the 
Implementation Committee.  


• Be publicly available.  The rules of operation should be available 
to the public and stakeholders and posted on the SAB’s Web site.  
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Appendix A 
 


Little Hoover Commission Public Hearing Witnesses and  
Written Comments Submitted 


 
 


Witnesses Appearing at Little Hoover Commission 
Public Hearing on the State Allocation Board, May 24, 2007 


 
Christopher Ansell, Associate Professor 
Department of Political Science 
University of California, Berkeley 
 
Rob Cook, Deputy Director 
Interagency Support Division 
Department of General Services; and 
Member, State Allocation Board 
 
Mavonne Garrity, Assistant Executive 
Officer 
State Allocation Board 
 
Bruce Hancock, former Assistant Executive 
Officer  
State Allocation Board 
 
Kathleen Moore, Director 
School Facilities Planning Division 
Department of Education; and 
Member, State Allocation Board 


 
Lori Morgan, Acting Executive Officer 
State Allocation Board and Office of Public 
School Construction 
 
Luisa M. Park, former Executive Officer 
State Allocation Board and Office of Public 
School Construction 
 
Senator Jack Scott, Member 
State Allocation Board 
 
Anne Sheehan, Chief Deputy Director of 
Policy 
Department of Finance; and Chair, State 
Allocation Board


 
Written Comments Submitted 


 
Ted E. Rozzi, Chair 
California’s Coalition for Adequate School 
Housing (CASH)
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Appendix B 
 


 Letter from the Legislative Members of the SAB 
 


CALIFORNIA LEGISLATURE  
STATE CAPITOL 


SACRAMENTO. CALIFORSIA 
95814  


August 24, 2006  


Mr. Michael E. Alpert, Chair 
Little Hoover Commission 
925 L Street, Suite 805 
Sacramento, CA 95814  


Dear Chairman Alpert:  


This letter is to request a study of the State Allocation Board (SAB) and its interaction 
with the Office of Public School Construction (OPSC) and the Department of General 
Services (DGS).  


The SAB is responsible for the allocation of bond funding to school districts for the 
construction of safe and adequate school housing.  It is also responsible for the 
administration of the School Facility Program, the State Relocatable Classroom Program, 
and the Deferred Maintenance Program.  While the mission of the entity is clear, its 
governance structure is not.  


The current structure of the OPSC and SAB has an Executive Officer appointed by the 
Governor, but serving at the discretion of the Director of the DGS.  The position of Assistant 
Executive Officer was created by the Legislature with the appointment power being given to 
the SAB.  Neither position has been clearly delineated in statute to indicate powers granted 
and a chain of command.  


The OPSC serves as staff to the SAB and are employed by the DGS.  This staff 
implements and administers the various programs at the direction of the SAB.  The 
Executive Officer and the staff are accountable to the DGS, a member of the SAB, and 
also accountable to the SAB as a whole.  


Questions have also arisen as to the appropriateness of the SAB's make-up.  The SAB 
consists of ten members, six legislative appointments and four executive appointments.  
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The legislative majority of the entity has been questioned since its function is largely one 
within the executive branch.  
 
Aside from the make-up of the SAB, the statutes are silent as to its operation.  The SAB is 
governed largely by tradition.  The Chair is the Department of Finance, by tradition, and no 
formal rules of operation are adopted by the board members.  
 
In addition to the vague governance and chain of command, the fiscal relationship of the 
SAB to the State is nebulous.  The administrative and operational costs of the OPSC and the 
SAB are paid through bond funding.  Most of the expenses incurred are paid to the DGS.  It 
is believed these expenses do not accurately reflect the true administrative and operational 
costs since the SAB is subject to the budgetary constraints of the DGS.  Staffing levels and 
expenses, such as legal, are impacted by decisions made at the DGS rather than by the SAB 
members.  
 
The fiscal status of the SAB has also been impacted by the State's decision to "sweep up" 
revenues generated by the State Relocatable Program into the General Fund.  The SAB has 
operated this program and generated millions of dollars in revenue.  By taking these funds, 
the SAB was not able to reinvest the revenues into the program and adequately maintain the 
program over the last several years.  
 
The construction and maintenance of safe schools is vital to the success of California.  We 
should ensure the body entrusted with the authority to fulfill this goal is efficiently and 
effectively operated.  Therefore, we the undersigned respectfully request the Little Hoover 
Commission undertake a study of the State Allocation Board.  
 
If there any questions or concerns please contact Kerry Yoshida, Capitol Director to Senator 
Margett, at (916) 651-4029.  Thank you for your consideration of this request.  
 
Sincerely, 
 
 


 
 
 
 
 
 
 
 
 
 
 


Senator Alan Lowenthal  
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Macias Study Brief 
Why Macias Conducted the Review 
 
The Office of Public School Construction 
(OPSC) requested that Macias determine 
whether or not new construction allocations 
under the OPSC School Facilities Program 
(SFP) are adequate to build “complete” 
schools in California.  
 
To analyze the adequacy of new school 
construction funding, Macias analyzed trends 
in funding allocations and construction costs 
for 366 schools built between 1999 and 2007 
and compared funding allocations and costs 
for a selected group of 46 school projects 
identified by the California Department of 
Education (CDE) as having the essential 
components of a “complete” school.  
 
For more detailed information, Macias 
administered a survey  to 207 school 
districts, requesting self-reported information 
on funding sources such as SFP and 
State/Federal grants, Mello-Roos district 
funding, and developer fees  as well as total 
new school construction costs and 
information about the types of school facilities 
built by the school districts.  
  
In addition, we conducted six case studies to 
determine the manner in which individual 
school districts met the challenge of bringing 
construction projects in on budget or failed to 
do so, and the reasons why. The case 
studies include one set of three schools that 
came within budget and another set of three 
schools that did not. 
 
For this study, Macias formed a methodology 
working group primarily comprised of the 
Legislative Analyst’s Office, Department of 
Finance and the Office of State Audits and 
Evaluations that assisted with the 
development and review of the study design 
and subsequent results of the study.  
 
 
 
 
 
 


Analysis of New School Construction 
Allocations and Costs 


What Macias Found 
For 366 schools that were built between 1999 and 2007, 
average Funding Allocations of $24.5 million (e.g. School 
Facility Program grant allocations1 and the expected 
district’s local matching share contribution) for the 
school’s construction exceeded average construction 
costs of $16.2 million (e.g. cost for school construction, 
site development, planning, and furniture and equipment 
if it was included in the primary construction of the new 
school)  in every year. Funding Allocations covered from 
139 percent to 170 percent of construction costs among 
elementary, middle and high schools where costs ranged 
from $11.5 million to $35.3 million. SFP grant allocations 
(excluding matching share contributions) covered from 72 
to 93 percent of construction costs for each type of 
school.   
 
For 46 schools built between 2001 and 2007 and 
identified by CDE as having the essential components of 
a “complete” school for data analysis, average Funding 
Allocations of $42.3 million exceeded average 
construction costs of $25.7 million.  Funding allocations 
covered from 124 to 185 percent of construction costs for 
elementary, middle and high schools where costs ranged 
from $12.1 to $43.0 million. SFP grant allocations 
covered from 55 to 84 percent of the cost of construction 
for each type of school. 
 
Using self-reported data for 86 schools, average Funding 
Allocations of $22.1 million did not exceed average 
construction costs of $28.6 million. Construction costs 
reported by the school districts additionally included 
supplies, public relations, and other non-capital items that 
is generally not reimbursed by SFP grants. Funding 
Allocations covered from 65 percent to 89 percent of 
construction costs among elementary, middle and high 
schools; costs ranged from $16.9 to $76.4 million. SFP 
grant allocations covered from 50 to 54 percent of 
construction costs for each type of school. The analysis 
provided additional data on the school district’s own 
budget for the construction project; the data shows that 
the all the revenue used for the school’s construction  
exceeded the cost of construction.  
 
The six case studies showed variability in the school’s 
characteristics and features regardless of the funding 
level or the costs incurred in their construction.


                                                 
1 Funding allocations exclude site acquisition grants. 
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Study Background  
 
The Office of Public School Construction (OPSC) implements and administers the 
School Facility Program of the State Allocation Board (SAB). The School Facility 
Program (SFP) provides state grant funding assistance for two major types of facility 
construction projects: new construction and modernization.  
 
To receive state construction grants, school districts must first apply for eligibility. Three 
application forms were developed by the SFP to assist districts in collecting the 
information needed to establish eligibility for new construction funding.  To establish 
eligibility, a district must demonstrate that existing seating capacity is insufficient to 
house the pupils, existing and anticipated, in the district using a five-year enrollment 
projection. Applications for eligibility are approved by the SAB and this approval 
establishes that a school district or county office of education meets the criteria under 
law to receive assistance for new construction. Eligibility applications do not necessarily 
result in state funding. 
 
To request new construction or modernization funding under the SFP, districts are 
required to submit several documents and forms for the OPSC to process.  The 
minimum documentation required for a funding application includes the following: 


• Completed Application for Funding (Form SAB 50-04)  
• California Department of Education (CDE) design/site approval (current)  
• Final Division of the State Architect (DSA) plan approval (with approval date)  
• DSA-approved plans and specifications  
• Completed architect cost estimates for site and off-site development, if 


requested, signed and dated by the architect  
• Appraisal of site to be acquired (when appropriate)  
• Escrow closing statement or court order  
• When applicable, DSA-approved Energy Compliance Review (This must be part 


of any application that includes a request for Prop 1-D High Performance 
Incentive grant funds). 


• When applicable, CDE-approved Overcrowding Relief Grant calculation 
worksheet. 


The funding for new construction projects is provided in the form of grants that are 
intended to fund project planning, construction, testing, inspection, furniture and 
equipment, and other costs closely related to the actual construction of the school 
buildings. The new construction grants are primarily based on a per-pupil calculation 
(baseline grant).  In addition to the baseline grant, a number of other new construction 
supplemental grants are available for energy conservation, fire code compliance, 
accommodations for individuals with exceptional needs, labor code compliance, multi-
level construction, site acquisition, site development, environmental hardship, facility 
replacement, and hazardous waste removal.   
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Any grant funding provided to school districts shall require a district matching share 
contribution on a dollar-for-dollar basis, except in cases where the school district 
qualifies for “financial hardship” under the Financial Hardship Review program. Under 
this program, the district is eligible for up to 100 percent funding of the new facility 
construction. It is important to note that school districts must contribute their local share 
based on the amount determined from the per-pupil-funding formula and supplemental 
grants received.  Section 1859 Title 2, California Code of Regulations does not stipulate 
that matching share requirements are based on the total construction cost of the new 
facility.   
 
In December 2005, the OPSC created the Grant Adequacy Ad Hoc Committee to 
determine, among other things, whether the new school construction allocations under 
the SFP were adequate to build “complete” schools in California.  
 


Purpose  
 
The purpose of the study is to determine whether or not Funding Allocations for new 
school construction (i.e. SFP grant allocations plus local district’s matching share 
contributions) provided to school districts are adequate to build new school facilities 
including “complete” new schools.    


Scope 
 
Macias examined California new school construction allocations, other funding, and cost 
levels from Fiscal Years (FYs) 1999 to 2007 for elementary, middle and high schools.  
 
This study compares new school construction costs to Funding Allocations for school 
districts that participated in the School Facility Program.  School districts that did not 
participate in the SFP and built new school facilities were excluded from this review 
because of time and contract considerations.   
 
Modernization projects (e.g. renovations or additions) were excluded from the study, 
including stand-alone construction projects sponsored by county offices of education, 
because it would have required different data collection and analytical methods which 
could not have been performed under the current timeframe provided for this study.  
Nonetheless, special education facilities that were part of the school’s primary 
construction budget and expenditures were included in the study, as self-reported by 
the school districts.   
 
This study captures construction costs incurred from the initial planning phases of the 
new school construction projects through to construction completion. The key types of 
construction costs analyzed throughout the study included planning, project 
management, general construction, test and inspection, furniture and equipment. Other 
costs as reported by the school districts were analyzed as well. Some of the “other” 
costs reported are reimbursable by OPSC (such as Division of the State Architect 
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inspections) while others are not reimbursable by OPSC, such as costs for public 
outreach. 
 
Macias did not include general site acquisition allocations or costs so that comparisons 
of the data could be made across the multiple components of this study.  
 
This study did not include a comparison of the study’s results with other state or national 
benchmark data.   
 
This study did not examine the adequacy of Funding Allocations to meet the unmet 
pupil housing needs of the state.  
 
This study did not examine if a “complete” school as described by CDE supports the 
world-class academic standards to which students, teachers, administrators, and 
elected officials are held accountable.  


Methodology  
 
Overview of Approach 
 
To assess the adequacy of funding for new construction projects under the SFP, Macias 
examined the issue using multiple analytical methods. First, Macias conducted an 
analysis of Funding Allocations (e.g. SFP grant allocations and local district’s matching 
share contribution)  and new school construction costs using two datasets from the 
Office of Public School Construction School Facility Program (OPSC dataset) and the 
McGraw-Hill Construction Analytic Database (McGraw-Hill dataset).  Second, Macias 
compared Funding Allocations and new school construction costs for selected schools 
that were identified by the California Department of Education as having essential 
components of a “complete” school. Third, Macias developed and administered a 
survey to California school districts that participated in the School Facility Program from 
1999 to 2007 to collect data on new school construction funding and costs. Finally, 
Macias developed case studies of school districts that were and were not able to build 
new schools without cost overruns.   
 
Our analysis reflects changes over time in Funding Allocations and construction costs, 
including an analysis of allocations and costs on a per-pupil and per-square-foot basis. 
We also examined the new school construction allocations and costs by type of school 
and geographic region, when possible.   To allow comparisons across years, all funding 
and cost data are adjusted to 2006 constant dollars using the McGraw-Hill ENR 
Construction Cost Index. 
 
For this study, Macias formed a methodology working group that assisted with the 
development and review of the study design and subsequent results of the study. The 
methodology working group was comprised of staff from the Legislative Analyst’s Office, 
Department of Finance, Office of State Audits and Evaluations, and the Division of the 
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State Architect. Participation from the Division of the State Architect involved 
discussions of the initial study design.   
 
This study was completed between July 2007 and January 2008 in accordance with 
generally accepted government auditing standards.  We obtained verbal comments on 
the draft from OPSC and well as from members of the State Allocation Board.  Their 
comments were incorporated as appropriate, as reflected in pages 3, 13, 21, 29 and 
Appendix I. 
 
Description of Approach 
 
Analysis of OPSC Allocations and McGraw-Hill Construction Costs (Trend 
Analysis) 
 
From July 2007 to August 2007, Macias conducted research to identify databases 
available that captured construction costs for new school building projects in California 
for a ten-year period, 1997-2007.  Macias determined that the best dataset available 
was developed by McGraw-Hill Construction Analytics because it captured all general 
and subcontractor construction costs for all school construction projects in California at 
the start of the facility construction. The McGraw-Hill dataset is utilized by other state 
agencies, research organizations, and universities to study the adequacy of public 
funding for school construction. Federal agencies, such as the U.S. Census Bureau, 
Bureau of Labor Statistics and the Federal Reserve Bank Board also use the McGraw-
Hill dataset. As reported by McGraw-Hill, the Federal Reserve Bank System uses the 
database to track construction costs regionally and nationally.  
 
Background on the McGraw-Hill Dataset 
 
Macias contacted McGraw-Hill to assess the reliability of data in its database. The 
standards that we applied to make the assessment are based on generally accepted 
government auditing standards for assessing the reliability of third party databases.   
 
McGraw-Hill documented that its data-gathering network includes nearly 1,000 
reporters, correspondents and information processing specialists.  Annually, over 
200,000 unique projects (excluding single-family houses) are reported in the Dodge 
Network. Each Dodge Reporter is assigned a list of sources whose work they are 
responsible to cover.  They interview more than 53,000 assigned sources on a regular 
basis.  These sources are generally contacted every three to four months for new 
project information and updates to construction costs are made on existing projects, if 
large variances – generally 10 percent - are reported.   
As Dodge Reporters add new reports and update existing ones each day, they are then 
subjected to a series of screening checks to determine which ones should be included 
in the statistical database. All reports issued to the construction start stage with a total 
dollar valuation of $50,000 or more are included in the statistical feed. These reports 
then undergo additional validation checks to ensure that the data are reasonable and 
correct, and that nothing is missing. This validation process covers both projects that 
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are being newly added to the statistical database, and revisions to projects that are 
already present.  All of the Dodge Reports that survive this initial screening receive 
additional processing to be accepted into the statistical database.  Dodge Report fields 
included in the McGraw-Hill dataset are as follows: 
 
• Dodge Report Number 
 


• Street Address 


• Project Type 
 


• City 


• Project Dollar Valuation 
 


• Number of Stories 


• Square Footage of Floor Area 2 
 


• Number of Buildings 


• Type of Work (New, Addition, 
Alteration) 


• Number of Units (residential) 


• State • Owner type (private, federal, state, 
local) 


• County • Framing (Wood, Steel, Concrete 
etc.) 


• Zip Code  (when available) • Start Date 
 
All projects slated for inclusion in the statistical database receive several validation 
checks to ensure the data are complete and accurate.  Dodge Reports that require no 
additional follow-up (approximately 70 percent) are accepted into the statistical 
database immediately. 
 
Some Reports are initially rejected because they either lack required data or contain 
invalid data.  Examples include missing square footage or a cost per square foot that is 
outside the accepted range for the project type.  Reports may also be rejected for 
further analysis because they may appear to be duplicates of reports already in the 
database or because the project is either a manufacturing plant or a power plant without 
a specified SIC Code. These “rejected” projects are reviewed manually to determine if 
they can be corrected and completed.  Once this is done, the projects are re-submitted 
to the validation system. 
 
Certain Dodge Reports must be reviewed manually because they contain multiple 
values for fields such as State, County, or Project Type.  Depending on the nature of the 
project, such as a highway or pipeline, these reports may need to be split among two or 
more counties or project types. Similarly, a large multi-use project will be split into 
records for each major type of construction. A common example is a hospital or hotel 
with a parking garage. While the contract is awarded to the general contractor for the 


                                                 
2 Floor area is included for buildings only and for new construction or additions; no floor area is included 
for alteration projects. 
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overall project, two statistical records are generated – one for the garage and one for 
the hotel – that reflect the different sizes, values, framing of the two structures. 
 
Because very large projects have a disproportionate effect on the database, they 
receive a more rigorous review.  All projects with a valuation between $40 million and 
$50 million are sent to inquiry to be verified with one source, such as an Owner, 
General Contractor, or Architect.  Projects greater than or equal to $50 million in value 
must have their data verified with two sources. 
 
Some Dodge Reports on apartment complexes cover numerous buildings.  These 
Reports will generate an inquiry every 60 to 90 days, until the start of construction of 
each building has been accounted for.  If a construction project consists of several 
different types of buildings, the Dodge Report must show separate costs and floor areas 
for each type, so that they can all be included under the proper project type code.  The 
same requirement with respect to cost data applies to engineering projects that are 
reported under multiple project codes.  Automatic inquiries will also be performed for 
buildings having more than 60 stories, and projects having more than 20 buildings. 
 
Major adjustments after a project has appeared in the statistical database are also 
subjected to a set of validation rules.  This is done so that any known significant 
changes reported by Dodge on a construction project after it has been awarded in the 
following fields will be reflected in the statistical database: 
 


• Project Valuation • Building Frame 
• Square Feet • Number of Dwelling Units 
• Target Start Date • State and/or County 
• Number of Buildings • Type of Work (New, Addition, Alteration) 
• Number of Stories • Project Type 


 
Abandoned or deferred projects are retroactively deleted from the database. While this 
generates a revised historical series, it most correctly reflects the actual construction 
activity over time. A total of more than 150 validation rules, similar to those described 
here, maximize the accuracy and quality of the McGraw-Hill Construction statistical 
database. 
 
In addition to contacting randomly assigned sources on a regular basis, McGraw Hill 
tracks time-sensitive updates through a project-oriented call schedule.  The specific 
source contacted by the Reporter depends on the status of the project at the time and 
can include the Owner, Architect or General Contractor.  In addition to the information 
the Reporters gather from many sources, building permit data is collected from 3,000 
municipalities, providing broad coverage of large and small projects when they begin 
construction because it helps ensure that project reports are entered into the database 
by the Start stage of the facility construction.  
 
Based on the information provided by McGraw-Hill, Macias determined that McGraw-Hill 
maintained acceptable protocols for ensuring the accuracy of the database, which led to 
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a recommendation to OPSC to purchase the McGraw-Hill Analytics dataset for 
California school construction projects initiated between 1997 and 2007.  The OPSC 
then entered into a licensing agreement with McGraw-Hill to purchase the dataset that 
included provisions to provide a copy of the dataset to Macias.   
 
McGraw-Hill provided to Macias its dataset for all school construction projects in 
California. This means that the dataset represented schools that did and did not 
participate in the OPSC School Facility Program.  The dataset contained 1,878 
California school construction projects.   
 
Below in Table A.1 are descriptive statistics about the unmatched McGraw-Hill 
Construction Research and Analytics database: 
 
Table A.1:  Descriptive Statistics of the McGraw-Hill Construction Research and 
Analytics Database 
 Square Feet (Area) of 


Construction 
Dollar Value of 
Construction 


Mean 44,553 $7,759,573 
Median 33,000 $5,000,000 
Min 1,000 $15,000 
Max 400,000 $150,535,000 
Standard Deviation (a) 50,397 $9,756,266 
Skewness (b) (+)2.399 (+)3.693 
(a) The standard deviation is a measure of how widely values are dispersed from the average value (the mean). 
(b) Skewness is a measure of the distribution of values in a dataset and specifically measured the degree of 
asymmetry of a distribution around its mean.  A positive skewness indicates the extreme values in the dataset are 
very high that will cause the mean to be greater than the median statistic.     
 
Use of the McGraw-Hill Dataset in this Study 
  
The primary field from the McGraw-Hill dataset that was used in the Macias analysis 
was “Value”, recorded in the dataset in thousands of dollars.  McGraw-Hill’s definition of 
this variable is:  “dollar value of construction,” meaning: 
 


“CONSTRUCTION VALUE: The valuation figures reported by McGraw-Hill 
Construction Research & Analytics represent, as nearly as possible, 
actual construction costs in nominal dollars. Construction cost of a project 
is EXCLUSIVE of land, architects fees, and, as in the case of 
manufacturing buildings, the cost of equipment that is not an integral part 
of the structure. Construction costs include all sub-contracts and normal 
connecting utilities.”  


 
For the purpose of presenting the results of the Macias analysis, the name of the 
variable “VALUE” was revised to “construction costs.” 
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To capture Funding Allocation data (SFP grant allocations3 and local district matching 
share contributions), we requested OPSC to provide the data for new California school 
construction projects from 1997 to 2007.  The initial parameters utilized to generate a 
dataset of construction projects were: pseudo site code, proposed acreage, site 
acquisition apportionment, new school project apportionment, general site 
apportionment, or as identified as a new site on the applications. OPSC then filtered the 
initial dataset to exclude renovation and addition projects using the following 
parameters: 


• Excluded projects within an invalid (pseudo) site code. 
• Include projects with proposed acreage and 8 or more classrooms. 
• Excluded projects with existing acres, except those projects that had a DSA 


number match. 
• Included projects with apportionments (non-zero dollar amounts) for site 


acquisition, new school project, and general site. 
 


After these criteria were applied, the OPSC provided the dataset to Macias.   This 
dataset contained 677 projects.  Before using the dataset in its analysis, Macias first 
removed all projects from the sample dataset where a county office of education or no 
district (one project) was listed as the district.  The scope of this review did not include 
projects sponsored by a county office of education. 
 
The resulting sample from the OPSC database contained 601 projects. As shown in 
Table A.2, 391 projects were for new elementary school construction projects, 123 were 
for new high school construction projects and 87 were for new middle school 
construction projects.  
 
Table A.2:  OPSC Dataset Projects by Grade Level 
 Number of Projects Percent Cumulative Percent 
Elementary 391 65.1 65.1 
High 123 20.5 85.6 
Middle 87 14.5 100.0 
Total 601 100.0 --- 
 
Match of the OPSC and McGraw Hill Datasets 
 
Macias hand-matched the projects contained in the McGraw-Hill dataset to the projects 
contained in the OPSC dataset.  Macias matched by the project name in the McGraw-
Hill dataset and the site name in the OPSC dataset.  Matches were made when the 
project and site name were identical or sufficient detail was available to be certain of a 
match.  A match was not made if there were more than one possible match in the 
McGraw-Hill dataset for the OPSC identified project.  If the McGraw-Hill dataset had 
multiple listings for a matched project, then an assessment of the information was made 
to determine the match with the most complete project information.  If the McGraw-Hill 


                                                 
3 Funding allocations exclude site acquisition grants. 
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match appeared to represent a subset of the OPSC project, no match was made.  If 
McGraw-Hill had multiple correct matches and the combined projects appeared to equal 
the whole, then the value was summed and included in the dataset.  This creates a 
potential bias toward over-representing construction costs.  
 
Process Used for Cleaning and Verification of the Matched Dataset 
 
The matched dataset was verified by another Macias analyst/auditor.  The activities that 
were implemented to validate the matched dataset included comparing project title and 
site name and comparing dates of projects between the two datasets.  The Macias 
analyst/auditor also verified projects that were multiple matches.  
 
Eleven schools were excluded from the matched dataset because we were uncertain it 
was a 99.9 percent match for the following reasons:    
 


• Reference on the type of project as facility addition. 


• Different project initiation dates (1999 and 2005). 


• McGraw-Hill dataset is based on cost for the two elementary schools 
while OPSC dataset has allocations for one school. 


 
• Different project initiation dates between the two datasets. 


• OPSC dataset recorded the project as completed in 2002 while the 
McGraw hill dataset recorded the project began construction in 2005.  


• OPSC project is a middle school and the McGraw-Hill dataset shows that 
it is an elementary school.  


 
The Macias analyst further verified 10 percent of the 233 projects that we could not 
initially match between the OPSC and McGraw-Hill datasets.  Based on this review, two 
additional middle school projects were added to the matched dataset.  
 
Table A.3:  Cleaned Matched Dataset Projects by Grade Level 
 Sample Population 
Type of 
School – a 


Number of 
Projects 


Percent of 
Sample 


Number of 
Projects 


Percent of 
Population 


Elementary 260 70.5 391 65.1 
High 51 13.8 123 20.5 
Middle 57 15.4 87 14.5 
Total 367 100 601 100 
Notes a: Elementary School serves pupils typically Kindergarten through 6th but may be up to 8th grade; Middle 
School serving pupils grade level 6-8; High School serves 9th through 12th grades but could serve 7th and 8th grades. 
 
Macias then verified the accuracy of the matched dataset again and excluded another 
project because it was a questionable match. Two schools were reported in the 
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McGraw-Hill dataset with the construction start date as 1995 and 1997 which fell 
outside the scope of our study. No further review was necessary for additional matching 
because the testing necessary for the acceptance of the matched database was 
exceeded.   
 
Our universe of schools in the matched dataset is 366, as shown in Table A.4. 
Elementary schools have the largest representation in the sample followed by middle 
and high schools, which are similar in sample size. 
 
Table A.4:  Final Cleaned Matched Dataset Projects by Grade Level  
 Sample Population 
 Number of 


Projects 
Percent of 
Sample 


Number of 
Projects 


Percent of 
Population 


Elementary 259 71 445 62.7 
Middle 50 14 168 23.7 
High 57 16 97 13.7 
Total 366 100 710 100 
 
Preparation of the Dataset for Analysis 
 
After verification adjustments were made as indicated above, Macias deleted the 
projects without matches from the dataset and the result is the “cleaned matched 
dataset.”  There are 366 schools in this dataset.   
 
Some fields in the OPSC and McGraw-Hill datasets were excluded from the analysis 
because after using them to build the dataset, the fields were no longer needed to 
perform the statistical analysis.  The fields that were deleted are: 


• School District, Contractor, Architect contact information and addresses.  These 
data were maintained in the original datasets for reference. 


• In the fields from the McGraw-Hill dataset: 
o The New/Add/Alt field was deleted because all projects were coded as 


“New” 
o The “Project Type” (primary, junior high, senior high); the OPSC 


determination of school type was used in the analysis. 
• In the fields from the OPSC dataset: 


o Deleted the column “facility hardship” because there were no data in the 
column 


o Deleted the DSA number 
o Deleted Joint Use Project numbers and LPP Project numbers 
o Deleted Concept Approval and Construction Delivery Method because of 


incomplete data for all projects in matched dataset 
o Deleted all variables related to acres because these will not be used in 


analysis.  These variables are:  Master Plan Acres, Existing Acres, 
Proposed Acres, and Recommended Acres.  
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Macias also created new variables to assist in the statistical analysis of the dataset: 


• All Pupils:  This variable is the sum of the number of students by grade level to 
be served at the new school.  According to OPSC, sometimes an elementary 
school (or middle/high school) applies to use middle and high school funding (or 
a middle or high school to use elementary funding) to pay for the school 
construction. As a result, the distribution of pupils across the grade levels may 
not reflect the grade levels of the students actually served by the school.  To 
most accurately reflect the number of pupils to be served by the new school, 
Macias summed the given variables “K-6”, “7-8”, “9-12” to get the total number of 
pupils to be served by the school, and called the variable “AllPupils.” 


• Fund Release Year:  Year OPSC released the “apportioned funds to the 
appropriate county treasury/County School Facility Fund for the district.”  


• EL (elementary school), MI (Middle school), HI (High school) dummy variables:  
Created these variables to be used in multivariate analysis.   


• Created two State Funding Variables.  The difference between the funding 
variables is that Total Funding Allocation includes the expected district 
contribution and the OPSC Grant Allocation does not:   


o Total Funding Allocation (Funding Allocation)  = Total Apportionment - Site 
Acquisition + LPP Apportionment + Joint Use Apportionment + District 
Contribution 


o OPSC Grant Allocation (SFP Grant Allocation) = Total Apportionment - 
Site Acquisition + LPP Apportionment + Joint Use Apportionment  


 
 Where OPSC has defined those allocations to be: 
 
Total 
Apportionment: 


Combined total of the State Share amounts of eligible School 
Facility Program allowances. 


Site Acquisition: Additional grant amount calculated as Fifty percent of the lesser 
of the actual cost or the appraised value of the site; Title 25 
relocation cost; DTSC review and oversight cost; Two percent of 
the determined site value (25,000 minimum) and Hazardous 
waste removal (within one and one half times the appraised 
value) to be used to acquire and develop school site. 


LPP: 
Apportionment 
(a): 


Prior apportionments made for planning, site acquisition, and/or 
construction under the Lease Purchase Program reduced from 
the eligible New Construction Adjusted Grant under the SFP for 
the project. 


Joint Use 
Apportionment: 


Additional Apportionment(s) for the project received under the 
School Facility Program Joint Use provisions for a Library, 
Gymnasium, Multipurpose Room, Teacher Education or Childcare 
Facility. 


Dist Contribution: School District contribution toward the local match requirement 
based upon the total State Share amount (dollar for dollar). 
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(a) While the scope of this study excludes site acquisition allocations and costs, Macias did not separate 
site acquisition allocations that OPSC had provided a district for construction of a new school facility 
under the Lease Purchase Program because the dollar value of the site acquisition allocations included in 
the 44 schools that received an LLP Apportionment are so small that it would not have an influence on 
the results of the study.  The total dollar value of the site acquisition funding provided within the LPP 
Apportionment is $7,299,799 or 0.17 percent of the nearly $4.2 billion in funding allocations, as shown in 
Tables A.5 and A.6 below.  
 
Table A.5:  LLP Apportionment for 44 schools in the Matched Dataset 
  LPP Apportionment 
Number 44 
Minimum $720 
Maximum $2,415,900 
Sum $15,670,310 
Mean $356,143 
Std. Deviation $505,742 
Site Acquisition 
Apportionment within LPP 
Allocation 


 
 


$7,299,799 
 
Table A.6:  Total Funding Allocations only (Unadjusted)  
  Total Funding Allocations Only 
Number 366 
Minimum 1,074,902 
Maximum 73,850,561 
Sum $4,192,735,568 
Mean $11,455,562 
Std. Error $558,306 
Std. Deviation $10,681,018 


 
Adjustment to Include Planning Costs in the Cost of Construction  
 
Neither the OPSC nor the McGraw-Hill dataset included an estimate of the costs 
associated with planning the construction of a new school.  Under the advice of the 
methodology committee, Macias created an estimate of the cost to plan a new school 
based on the OPSC defined of planning costs, such as architect/engineering fees, DSA 
Fees, CDE Fees, Energy Analysis, Preliminary tests, and other costs. 
 
Macias requested from OPSC the planning costs for 15 schools for each year between 
1999 and 2007.  Macias requested OPSC to record all the planning costs as defined 
above including all of the “other District reported costs” that may not have been 
necessarily reimbursed by OPSC.  
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OPSC provided ten elementary schools, three middle schools, and two high schools for 
each year (according to the SAB date), which resulted in a dataset of 134 schools.   
 
Macias reviewed the dataset prior to analysis and excluded 25 schools from the 
analysis to estimate planning costs.  These schools were excluded for the following 
reasons:  


• duplicate school in dataset (1 school) 
• OPSC was unable to separate planning costs (1 school) 
• missing expenditure reports and planning costs could not be determined (2 


schools) 
• where no state funds were released because there were no audit reports (2 


schools) 
• the school was built by the County Office of Education (18 schools) 


 
After verification, the dataset had 109 schools constructed between 1999 and 2007.  
Macias then imported the data into SPSS to calculate the planning cost adjustment.  For 
each school type, the average planning costs were calculated and are shown in the 
table below.  On average, planning costs were approximately 5.7 percent of total state 
funding.   
 
Table A.7:  Amounts to Adjust Construction Costs to Reflect Planning Expenses  


School Type Average Planning Expenses Number of Schools 


Elementary $696,571 76 


Middle $1,384,780 24 


High $2,246,646 9 


Entire Group $976,091 109 


 
For each school in the OPSC dataset, Macias added the average planning costs to the 
McGraw-Hill estimate of construction costs according to the school’s type (elementary, 
middle, high school). For non-traditional school types (any combination of grades K-12), 
the overall average planning cost adjustment was added to the construction costs.  
 
Converting Construction and State Funding Dollars in to Constant Dollars 
 
To allow comparisons of dollar values across years, Macias adjusted both the state 
funding and construction cost estimates to reflect changes in prices of goods and 
services due to inflation.  Macias used the McGraw-Hill ENR Construction Cost Index to 
convert the current dollar values reported in each dataset into constant dollars. Macias 
purchased and downloaded the ENR construction cost index from the McGraw-Hill 
website and then calculated a multiplier for each year 1999-2007. The multiplier for 
each year was calculated by dividing the annual average index for 2006, the Macias 
designated base year, by the average annual index for the given year. Macias used 
2006 as the base year because the annual average index was not yet available for 
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2007. For the 2007 annual average index, Macias took the average of the available 
monthly index factors (Jan-Sept). The multipliers are not reprinted here because the 
data is proprietary.   
 
To convert the Funding Allocations and construction costs into constant 2006 dollars, 
Macias multiplied each current dollar value by the multiplier.   


 
It is important to note that information is not available in the OPSC and the McGraw-Hill 
Datasets to determine the construction costs of new schools that meet the CDE 
description of a “complete” school, or the cost level for various construction phases of 
projects. Nor is the information available in the OPSC and the McGraw-Hill datasets to 
conduct an analysis on the complexity or sophistication of the school construction 
design, or changes in school facilities funding programs.  
 
Analysis of CDE “Complete” Schools Sample 
 
To further assess the adequacy of new school construction allocations, Macias utilized 
information contained in a May 2007 report issued by CDE.4 This report identified 60 
schools that CDE described as a “complete” new school. For the purposes of this 
analysis, Macias applied the assertion that it was the intent of the school district to build 
a “complete” school. The CDE documented that the components of a “complete” school 
are as follows:  


“Complete” elementary school: 


Classroom 


• Standard classrooms supporting both small group and large group instruction  
• Kindergarten classrooms  
• Specialized classrooms for science, art, and music  
• Classrooms and support spaces for special education  


Physical Education Space 


• Hardcourts with a variety of fixed equipment to accommodate basketball and 
other activities  


• Turf and field areas  
• Apparatus area  


Support Facilities 


• Computer Room  
                                                 
4 Report by the California Department of Education, State Allocation Board Meeting, May 23, 2007 
 







Office of Public School Construction 
New School Construction Grant Adequacy Study    


Macias Consulting Group, Inc. 16 January 24, 2008 


• Small group areas  
• Resource Specialist Program (RSP) area  
• Speech specialist office  
• Psychologist office  
• Academic support such as Title 1  


Common Essential Facilities 


• Media/center library  
• Administration  


o Principal's office  
o Vice Principal's office  
o Office space for itinerant staff  
o Health professional office  
o Conference areas  
o Teacher workroom  
o Staff room  
o Parent room  
o Student record storage  
o General storage  


• Multipurpose Room  
o Dining area  
o Food service (preparation or serving)  
o Stage  
o Outdoor dining area  
o Storage for chairs and tables  


Infrastructure 


• Staff restrooms  
• Student restrooms  
• Storage rooms  
• Custodian room(s)  
• Mechanical, data and electrical space  
• Staff parking area  
• Covered circulation  
• Space for preschool buildings  


“Complete” middle school:  
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Classroom 


• Standard classrooms supporting both small group and large group 
instructions  


• Specialized classrooms for science (both lab and non-lab), art, language, 
career technical instruction, and music  


• Classrooms for special education and special education support spaces  
• Facilities for performing arts (can be in multipurpose room)  


Physical Education Space 


• Gymnasium  
• Shower/locker room  
• Office of physical education teachers  
• Physical education classroom  
• Storage for equipment  
• Hardcourts with a variety of fixed equipment to accommodate basketball and 


other activities  
• Field areas including track, soccer, and softball  


Support Facilities 


• Computer Room  
• Small group areas  
• Resource Specialist Program (RSP) area  
• Speech specialist office  
• Psychologist office  
• Academic support such as Title 1  


Common Essential Facilities 


• Media/center library  
• Administration  


o Principal's office  
o Vice Principal(s)' office  
o Counselor(s)' office  
o Office space for itinerant staff  
o Health professional office  
o Conference areas  
o Teacher workroom  
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o Staff room  
o Parent room  
o Clerical support  
o Student record storage  
o General storage  


• Multipurpose Room  
o Dining area  
o Food service (preparation or serving)  
o Adjunct serving areas  
o Stage  
o Outdoor dining area  
o Storage for chairs and tables  


Infrastructure 


• Staff restrooms  
• Student restrooms  
• Storage rooms  
• Custodian room(s)  
• Mechanical, data and electrical space  
• Staff parking area  
• Covered circulation  


“Complete” high school:  


Classroom 


• Standard classrooms supporting both small group and large group 
instructions  


• Specialized classrooms for science (both lab and non-lab), art, language, 
career technical instruction, and music  


• Classrooms for special education  
• Student store  


Physical Education Space 


• Gymnasium(s)  
• Space for wrestling  
• Space for dance  
• Space for weightlifting  







Office of Public School Construction 
New School Construction Grant Adequacy Study    


Macias Consulting Group, Inc. 19 January 24, 2008 


• Shower/locker room  
• Office of physical education teachers  
• Physical education classroom  
• Storage for equipment  
• Hardcourts with a variety of fixed equipment to accommodate basketball and 


other activities  
• Field areas including football, track, soccer, softball, baseball, and physical 


education space  
• Pool  


Support Facilities 


• Computer Room  
• Small group areas  
• Resource Specialist Program (RSP) area  
• Speech specialist office  
• Psychologist office  
• Academic support such as Title 1  


Common Essential Facilities 


• Media/center library  
• Administration  


o Principal's office  
o Vice Principal(s)' office  
o Counselor(s)' office  
o Office space for itinerant staff  
o Health professional office  
o Security office  
o Conference areas  
o Teacher workroom  
o Staff room  
o Parent room  
o Clerical support  
o Student record storage  
o General storage  
o Career center  


• Multipurpose Room  
o Dining area  
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o Food service (preparation or serving)  
o Adjunct serving areas  
o Stage  
o Outdoor dining area  


Infrastructure 


• Staff restrooms  
• Student restrooms  
• Storage rooms  
• Custodian room(s)  
• Mechanical, data and electrical space  
• Staff parking area  
• Student parking  
• Covered circulation 


 
Each school within the CDE group of 60 was manually matched to the same school 
included in the OPSC dataset and the McGraw-Hill Construction Analytic dataset.  By 
comparing the data in these two resources, Macias was able to develop a matched 
dataset containing 46 of the 60 schools.  Thirteen of the remaining 14 schools did not 
appear in the OPSC database and/or the McGraw-Hill Construction Analytic database 
because the schools had (1) not yet applied for SFP allocations; (2) not yet received 
OPSC allocations at the time of our review; or (3) the schools were under construction 
and cost data was not yet available.  The remaining one school was excluded because 
Macias could not identify a precise match of the school between the McGraw-Hill and 
OPSC datasets. Two other schools had been listed as separately constructed schools 
by CDE but they were built and funded as one entity by OPSC and McGraw-Hill, so 
Macias combined as needed the available CDE allocations and construction costs for 
each of these two schools. According to the CDE, these schools share a media center 
library.   
 
Our universe of schools in the “complete” school analysis is 46, as shown in Table A.8. 
Elementary schools have the largest representation in the sample and then middle and 
high schools, which are similar in sample size. 
 
Table A.8:  CDE Sample of “Complete” Schools by Grade Level  
 Sample CDE Population 
 Number of 


Projects 
Percent of 


Sample 
Number of 
Projects 


Percent of Sample 


Elementary 20 43 27 45 
Middle 11 24 15 25 
High 15 33 18 30 
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Total 46 100 60 100 
    
To test the data integrity for this component of the study, Macias compared the 
construction data reported in the McGraw-Hill dataset to the construction data that 
Macias had requested from DSA, which are self-reported to the DSA by the school 
district. Macias found that there was a significant correlation between the variables 
(estimates for each school generally increased and decreased together) to mitigate any 
concerns about data integrity. The average and median values are shown in Table A.9 
below.   
 
To perform further validation of the analysis of CDE “Complete” schools, we requested 
from DSA data on the number of pupils, square feet, and the cost of the contract that 
was reported to CDE by the school districts. Compared to the McGraw-Hill construction 
cost data, the CDE Original Cost Estimate was, on average, about the same for all 
schools in the sample: $25.7 million (McGraw Hill) and $25.2 million (CDE).   
 
It is interesting to note that there is a statistically significant correlation (r=0.824) 
between the square footage data collected by McGraw-Hill and CDE.  This means that 
the two sets of figures exhibit similar trends.  However, the data are not identical.  The 
CDE estimate of square footage is about 30,000 square feet on average greater than 
the McGraw-Hill estimate. For about 25 percent of the schools, the McGraw-Hill 
estimate of square footage was greater than the CDE.  There are also two large outliers 
– two schools were the CDE estimate is 100K and 200K square feet more than the 
McGraw-Hill Hill estimate – that influence that average difference. The median 
difference between the two datasets is 5,250 square feet (CDE more than McGraw Hill).        
 
The number of pupils is more closely correlated between the OPSC and CDE data 
(Total Number of Pupils and SFP Loading/Master Plan Capacity). The average 
differences between the two sets of estimators are 98 students (OPSC-CDE SFP) and 
197 pupils (OPSC-CDE Master Plan). The median differences are 22 and 135 students, 
respectively.  McGraw-Hill does not collect data on the number of pupils to be housed in 
the new facility.     
 
Table A.9:  Comparison of McGraw-Hill and DSA Construction Data  
 Estimated Dollar Value of Construction (b) 
 McGraw-Hill DSA (a) 
Mean (a) $24,609,976 $25,151,426 
Median $16,721,609 $16,000,000 
(a) DSA data on the dollar value of construction was not available for one of the 46 schools within this 
sample.  The values presented in this chart differ from those reported in the body of the report because 
this data integrity check was based only the subset of 45 schools.  
(b) The figures in this table are unadjusted and expressed in current dollars.  These dollar values have 
not been converted into constant dollars (2006 base year).  For this reason, these dollar values will also 
differ from reports presented elsewhere in this report. 
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Although originally Macias had planned to analyze differences in Funding Allocations 
and construction costs between urban and rural schools, Macias determined that a 
meaningful analysis could not be performed because CDE had not selected the sample 
of “complete” schools to be representative of all urban/rural designations.  As a result, 
Macias examined the data based on school type and geographic region, such as North 
Inland, North Coastal, South-Los Angeles, South San Diego.  
 
A limitation in the CDE universe of “complete” schools is that construction may not have 
been completed for districts that began construction on the new school facility in 2007. 
According to the McGraw-Hill data, there are five schools in this sample that began 
construction in 2007.  As a result, the dollar value of construction and area of 
construction could change during the construction of these facilities but these changes 
will not be reflected in this study.   
 
Districts that had at least two new schools within this CDE-identified sample of 
“complete” schools were Los Angeles Unified (four schools), Irvine Unified (two), 
Etiwanda Elementary (two), Perris Elementary (two), Roseville City Elementary (two), 
Antelope Valley High (two), Folsom-Cordova (two) and San Diego Unified (two). 
 
 
Analysis of New School Construction Cost Survey  
 
To further examine the adequacy of Funding Allocations (e.g. SFP grant allocation and 
local district’s matching share contributions) for new school construction, we 
administered a survey to the 207 school districts (excluding county offices of education) 
represented in the OPSC database. The survey was developed to capture information 
on the amount of allocations provided for new school construction projects, and to 
capture information on the associated cost of construction for each new school that was 
built by the school district. New schools were defined as those that include buildings or 
facilities constructed to provide education to elementary, middle, and high school 
students. Modernization and renovation of existing facilities were excluded from the 
survey. The survey also excluded county office of education projects unless 
construction of the county of education facilities was part of the new school construction 
project. 
 
Section 1 of the School Construction Cost Survey asked respondents for information on 
the following areas: 
 


• Initial name of construction project 
• School Board adopted name for the new school 
• Completion of new school 
• Tracking numbers for new school 
• Application number assigned to new school by Division of State Architect 
• Total pupil capacity based on traditional or year-round school 
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Section 2 of the School Construction Cost Survey asked respondents for information on 
New School Funding. The first question in Section 2 referred to the funding sources and 
dollar amounts used by the district to construct its new school(s). Some of the funding 
sources suggested in the survey included OPSC, SAB, other state or federal grants, 
Mello-Roos Community Facility District Funds, and School Facility Improvement (SFID) 
funds. 
 
The second question in Section 2 asked the respondent if the district had used any 
money it received from the OPSC base grant for a construction project unrelated to the 
new school. Respondents were allowed the opportunity to identify other uses in a box 
provided for that purpose. 
 
The third question in this section asked if the district had received any SAB 
supplemental or excessive hardship grants for the new school(s). Respondents were 
asked to identify the uses to which the grants were applied, such as fire detection 
systems, utility service development, energy assistance and special day classes (per 
pupil). 
 
The fourth question asked if the district had obtained and the amount of any other non-
SAB supplemental grants for construction of this new school. 
 
Section 3 of School Construction Cost Survey asked respondents to capture the cost of 
constructing a new school. Macias informed respondents that the costs associated with 
acquisition of the site proposed for construction were to be excluded for the purpose of 
this survey. This was done to allow for uniform comparison across all of the components 
in the study design. All other costs, such as those pertaining to planning activities, 
construction, testing and inspection, project management, security, furniture and 
equipment were to be excluded on the survey.  Respondents were asked to identify all 
of the types of furniture and equipment that were paid for as part of the construction 
contract.  
 
Where applicable, respondents were prompted to describe the circumstances that led to 
construction costs exceeding or not exceeding the original contract amount of the 
construction, and to share any other information about the costs of constructing the new 
school.   
 
The final section of the new school construction survey – Section 4 – requested 
respondents to describe the physical characteristics of the new school, such as amount 
of acreage of the site for the new school; the square footage of the interior space, 
disregarding covered walkways or circulation areas; if the school were multistory; 
construction delivery methods, (i.e., design-bid build, developer built, etc.); reuse of any 
existing architectural plans for construction purposes; primary frame type (e.g., wood, 
steel, or metal); primary materials for roofing; and grade levels for the new school. The 
survey further prompted respondents about the extent to which the new school included 
components of a “complete” new school as defined by CDE, including facilities that 
have not been identified as a component of a “complete” new school, such as pre-
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school and after school facilities.  Components of a “complete” new school were 
previously discussed on pages 15 - 20 of this study.  
 
For new elementary school construction projects, Macias asked respondents the types 
and number of teaching stations built as part of the new school. Choices included 
standard 1-6 teaching stations; those for special education and kindergarten; 
specialized types for science, art, music and computer lab; pre-K and Adult stations; 
and those designated for before/after school childcare programs only. We also asked if 
the school had “relocatable” teaching stations and if so, how many and to name the 
primary reason for including “relocatable” stations in the school. 
 
In addition, we asked respondents to indicate if special education areas were built for 
purposes such as office space for psychologists and space for speech and language 
programs. If administrative facilities were built, respondents noted their use, such as for 
principal and vice principal offices, health professional office, or teacher workroom. 
 
Respondents also answered questions on the presence of media centers/libraries and 
the features in multipurpose rooms/areas in the new school. The survey also asked 
about indoor/outdoor physical education space, additional facilities, such as an 
auditorium, and the square footage of teaching stations, multipurpose rooms, media 
center, food preparation and service areas, platform or stage, and gymnasium, if 
applicable. 
 
For new middle school construction projects, respondents were asked to describe the 
number and type of teaching stations: standard, special education, specialized for 
science, art, language, music, computer/data lab, adult, and before/after school 
childcare program. As in our questions about elementary school teaching stations, we 
asked if the school had “re-locatable” stations, the number, and reasons for acquiring 
this type of station.  Questions also referred to special education areas, administrative 
facilities, media centers/libraries, multipurpose rooms, physical education spaces, and 
square footage for interior spaces. 
 
For new high school construction projects, questions requesting high school details in 
this subsection were similar to those asked about elementary and middle schools with 
the exception of two facilities in Administration: Security office and Career Center. 
Physical education spaces (indoor/outdoor) also differed from the other types of 
schools. They included space for wrestling and dance, space for weight-lifting 
equipment, field areas for track, soccer, softball and baseball, physical education, pool 
and stadium.  
 
Finally, for new school construction projects that variously combined K-12 facilities, 
respondents were asked to complete the same questions as those asked for new 
elementary, middle, and high school construction projects.  
 
The survey was reviewed by the Legislative Analyst’s Office (LAO), the Department of 
Finance, Office of State Audits and Evaluations and the Division of State Architect. 
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Their suggestions were incorporated into the survey, such as asking school districts to 
identify all sources of revenue and to ask the district to identify non-essential facilities, 
such as multi-stage theater. The survey was then pre-tested with two school districts, 
one in Southern California and one in Northern California. The school district in 
Southern California was selected because it had multiple school construction projects 
captured in the OPSC database. The second school district was selected because it did 
not contain any new school construction projects in the OPSC school database to help 
ensure an unbiased pre-test of the survey. The school district officials at this school had 
extensive new school construction experience because of new school construction 
experience from employment at other school districts. Identical comments were 
received by both school districts. All suggestions were incorporated into the survey.     
 
There are no hard and fast rules for the number of organizations to participate in the 
pre-test of a survey. Surveys are pre-tested until the researchers are confident that the 
survey will capture the information needed. In this case, Macias was confident that after 
two pre-tests, the needed information would be reported by the school districts.  Upon 
the school districts’ receipt of the survey, the types of feedback received by nearly all of 
the school districts that contacted us provided evidence of the adequacy of our pre-
testing efforts. Inquiries received from other school districts, except for two, reported no 
significant issues with the questions included in the survey.    
 
To administer the new school construction survey and to encourage an adequate 
response rate, eligible school districts were contacted four times within a three-week 
period. OPSC in early November 2007 sent a notification letter to 207 district 
superintendents on behalf of the SAB.  OPSC had provided allocations to these school 
districts to build 577 new school facilities. On November 9, 2007, Macias sent another 
notification e-mail to all of the district superintendents with a link to our online school 
survey. The e-mail also included a Microsoft Word version of the survey. The following 
week, OPSC sent a reminder to all the district superintendents about the initial 
November 23, 2007 due date of the survey. On November 20, Macias sent an e-mail 
reminder to all district superintendents to complete the survey and also announced the 
extension of the survey to November 30, 2007. 
 
Macias responded to e-mail and telephone inquiries about the surveys from 
representatives of 30 school districts during the survey period. These inquiries were 
about the possibilities of time extensions to allow for the completion of the survey, 
difficulties accessing our web portal or requests for a Word version.  After consultation 
with OPSC, the timeframe for survey completion was extended to November 30, 2007.  
 
Macias also received requests for assistance from other school districts to help them 
complete their surveys. For these school districts, Macias requested all relevant 
documentation to complete this survey for the school districts. Other schools requested 
a Word version of the survey and our firm entered the survey data onto the web portal. 
Other school districts inquired whether or not the survey was required by law.  
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After the survey completion date, Macias was requested by OPSC to help two school 
districts complete their survey. These school districts originally submitted the letters 
citing significant issues with the survey and the lack of time and resources to complete 
the survey.  To address this need and to include the data in our school survey database 
on a timely basis, Macias took the following steps:  
 
Macias determined the number of new school construction projects funded by OPSC 
under the School Facility Program.  The extracted and cleaned database contains 601 
schools (excluding County Office of Education-sponsored projects, school renovations, 
and additions).   
 
Of these 601 schools, 35 schools (or 5.8 percent) belong to one school district and 15 
(or 2.5 percent) belong to the other school district, as shown in Table A.10.  Macias then 
determined the first school district would need to submit information on five schools and 
the second school district would need to submit information on two schools to maintain 
proportional representation in the survey if all schools surveyed participated fully in the 
survey.  
 
Table A.10:  Sample Size Selection for Two School Districts That Later Participated in the 
School Survey  
School District Number of 


Schools in 
Sample 
Population 
(OPSC dataset, 
criteria 4, 
excluded COE) 


Proportion 
of 
Population 


Number of 
Schools to Be In 
Proportion With 
Sample (87 
completed 
school 
responses at the 
time of analysis) 


School 
Level 


First School District 35 0.058 5 3 EL, 1 MI, 1 
HI 


Second School 
District 


15 0.025 2 1 EL, 1 MI/HI 


Total in OPSC Sample 
(minus COE) 


601    


 
Macias then determined that the OPSC database of 601 schools is approximately 60 
percent elementary schools, 20 percent middle schools, and 20 percent high schools.  
Applied to each school district, the first would need to submit information for three 
elementary schools, one middle school, and one high school and the second school 
district would need to submit information for one elementary school and one middle or 
high school to provide proportional representation.    
 
Macias then used software to randomly assign numbers to each school (by school level) 
for each school district to determine which five of the 35 schools to request information 
from the first school district and which two schools to request information from the other 
school district. Macias then selected the randomly assigned projects by ascending 
numbers, starting with one.  Finally, for the schools selected, Macias checked the 
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school in the OPSC database to confirm that funding had been released and funding 
data fields contained dollar amounts.   
 
Macias followed this process to ensure that the two school districts had proportional 
representation without introducing any bias into the study.  Merely selecting the most 
recent projects would distort the study findings. By following this approach, Macias was 
able to reduce the school districts’ workload to participate in the study while maintaining 
the integrity of the study.  These school districts completed the surveys after the formal 
completion date of the survey of November 30, 2007.  
 
Prior to the inclusion of the eight additional schools, the information contained in the 
original school survey database was subsequently tested for accuracy and reliability 
(data integrity checks).  To accomplish this, we determined the ratio of all revenue used 
for the constructions to total construction costs for each school survey. The ratios were 
then ranked from highest to lowest. The distribution of the ratios between rankings was 
then analyzed and outliers were identified. Fifteen outliers were identified and 
subsequent review of allocations and construction costs reported by the school districts 
occurred by contacting the applicable school district to request supporting 
documentation to verify either the allocation or construction cost data reported by the 
school district, and for those school districts that used the MS Word version of the 
construction cost data, our firm manually checked them to determine if the school 
district entered the correct information. Where discrepancies were identified, the school 
district was contacted to confirm the accuracy of the data reported in the MS Word 
version of the survey.  Updates were made as corrections were needed.  Of the 15 
outliers, corrections were made to seven school districts regarding allocations or 
construction costs. Macias did not determine the amount of construction costs or 
allocations that were revised because tracking the amount of incorrect expenditures is 
not a generally accepted practice for conducting public sector evaluations.   Macias then 
manually reviewed all revenue and construction data contained in the dataset to identify 
other abnormalities of the data.  Data was updated for two schools on cost and revenue 
information. 
 
Upon receiving eight additional school construction surveys for the two school districts 
to which OPSC afforded a time extension to them (two were partial surveys from one 
school district), Macias repeated the data integrity checks and identified four outliers 
among the combined data set. Two outliers were resolved by checking the MS Word 
Version of the survey to verify the data contained in the database. One other outlier was 
resolved by identifying a duplicate survey and including in the database the survey that 
provided all of the survey data and provided the precise data on allocations and 
construction. The first duplicate of the school survey was not complete and reported 
data in whole numbers. OPSC contacted the remaining school that was identified as an 
outlier and requested support documentation so that Macias could verify the information 
that was reported.  The documentation provided support for most of the costs except for 
about $6 million in “other” costs. While this could represent a bias by over-representing 
construction costs, Macias did not adjust the construction costs reported by this school 
district.  
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Macias received surveys from 40 of 207 school districts, submitting surveys for 114 new 
school projects representing a response rate of 20 percent.  
 
The school survey database was downloaded into a SPSS dataset and additional data 
integrity checks were performed on 10 percent of the population to ensure that the new 
school survey data downloaded correctly into SPSS software. Macias did not identify 
any errors in the sample. The new school survey dataset was analyzed to determine the 
existence of duplicate surveys; one was found and removed. Another 24 surveys were 
removed because school districts did not report either allocation data or construction 
cost data, or both. Without a complete set of allocation and construction cost data, an 
analysis cannot be completed.  Table A.11 shows the final sample number of completed 
new school construction cost surveys. 
 
The final data integrity check performed was to assess the accuracy of the OPSC Base 
Grant Allocation data reported by the school districts.  Forty-one of the now 89 records 
in the new school survey dataset were selected to compare the OPSC Base Grant data 
reported by the school district to the Base Grant Allocation data reported by OPSC. This 
sample was judgmentally selected based upon whether the school district provided a 
project code number and/or correct project code to validate the allocation data reported 
by the school district to the OPSC dataset.   
 
The results of the data integrity check show that the OPSC Base Grant Allocation data 
reported by the school districts appears slightly lower than the OPSC dataset.  OPSC 
Base Grant allocations self-reported by the school district is $305,529,868.00 and the 
OPSC dataset for Base Grant Allocations is $324,512,738.30 – a difference of 
$18,982,870. This suggests that the Funding Allocation data reported by the school 
district may likely be under-reported. Macias did not adjust new school survey dataset to 
reflect the more reliable OPSC dataset because the survey data, by its nature, is self-
reported information.  Additionally, the influence that the difference may have on the 
results for the group as a whole is very small and even negligible.   
 
Table A.11:  New School Construction Costs Survey Sample 
 Number of 


Projects 
Percent of 


Sample 
Elementary (any grades K-6) 51 57.3 
Middle (any grades 6-8) 16 18.0 
High (any grades 9-12) 13 14.6 
Non-Traditional (any combination of grades K-12) (a) 9 10.1 
Total 89 100 
(a) Non-traditional is defined as a school that does not fit into the definitions of an elementary, middle, or 
high school.   
 
Some school districts did not report complete facility description data on the number of 
facilities built, square footage, and/or pupil information despite providing data on funding 
allocations and construction costs. These five schools could not be included in the 
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analyses involving facility descriptions and the number of schools used in the analysis, 
when different from 89, is reported for each statistic reported for this sample.  
 
Before the school construction cost survey was analyzed, Macias added the same 
planning cost adjustments to the database that was done for the McGraw-Hill dataset. 
See Table A.12. This was done to treat the school survey dataset in the same manner 
as the other dataset. In the school survey, we specifically requested school districts to 
exclude planning costs so that we can control the definition of construction costs per the 
other datasets; however, there were school districts that included the planning costs 
anyway. Because it is self-reported data and the school districts did not separate the 
planning costs, Macias could not adjust the data. As a result, when Macias added the 
planning cost adjustments, it likely led to over-reporting of the planning cost, but we 
could not determine the extent of the over-reporting. 
 
Table A.12:  Amounts to Adjust Construction Costs to Reflect Planning Expenses  


School Type Average Planning Expenses 
Elementary $696,571 
Middle $1,384,780 
High $2,246,646 
Overall $976,091 
 
It is important to note that for the analysis of the school survey data, all construction 
costs captured in the survey were reviewed but not adjusted.  This means that  
“furniture and equipment”  and “other costs,” such as supplies, community outreach, 
library books, and carts that were not necessarily required for the actual construction of 
the new school facility, but needed for the overall project were not excluded from the 
analysis.  OPSC officials have reported that their staff has allowed expenses for goods 
and supplies even when these types of expenses are not allowable under the definitions 
of equipment in California School Accounting Manual5.  While Macias attempted to keep 
                                                 
5 The California School Accounting Manual, 2007 Edition, published by the California Department of 
Education, contains Procedure 770 – Distinguishing Between Supplies and Equipment. The procedure 
sets out five tests for whether something is a supply or equipment: 


1. Does the item lose its original shape and appearance with use?  
2. Is it consumable, with a normal service life of less than one year?  
3. Is it easily broken, damaged, or lost in normal use?  
4. Is it usually more feasible to replace it with an entirely new unit than to repair it?  
5. Is the cost of the item below the LEA's capitalization threshold?  


 
Under the procedure, any question that is answered “no” disqualifies the good as equipment.   
The procedure further defines Capitalization threshold: 


Capitalization Threshold  
The capitalization threshold is the per-unit cost at which a given item qualifies for capitalization. 
Capitalization thresholds may differ from one LEA to another depending on materiality. Typically, 
the larger the LEA, the higher is its capitalization threshold. 
 
The Government Finance Officers Association (GFOA) recommends that capitalization thresholds 
be set so that about 80 percent of the dollar value of an LEA's assets are capitalized (not 80 
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the definition of construction costs consistent throughout the Study, school districts 
reported construction costs, including those pertaining to overall “project” costs in the 
survey. As a result, the definition of construction costs between Chapters 1 and 2 
compared to Chapter 3 is inconsistent.  
 
Information about the analysis of the school construction cost survey data is reported on 
Chapter 3 of this study.  
 
Analysis of Case Studies  
 
For the final component of the study, a case study, Macias performed a preliminary 
analysis on Funding Allocations and construction costs for each school district 
submitting a survey.  The data was then sorted and grouped to show schools that had 
the largest to the smallest, including negative differences between Funding Allocations 
(e.g. SFP grant allocations and local district’s matching share contribution) and 
construction costs.  To make the selection for the case studies, Macias did not select 
schools that had the largest and the least differences, as originally planned, between 
Funding Allocations and construction because they were not generally representative of 
the sample and thus, the data reported may not provide noteworthy information to other 
school districts. Instead, Macias selected case studies throughout the sample with most 
representing the “norm”. The case studies selected included one set of three new 
schools that were built at or within the new school Funding Allocations (e.g. SFP grant 
allocations and local district’s matching share contribution) provided for the project and 
another set of three new schools that could not be built within the new school Funding 
Allocation provided for the project. For each set of schools, one elementary, one middle, 
and one high school were selected that represented the Southern California and 
Northern California regions.  
  
Finally, it is important to note that a sample size of six case studies is not sufficient to 
identify trends and patterns among the group and should not be considered in decision-
making on the adequacy of construction allocations, and the results cannot be projected 
to the general population of schools.   
 


                                                                                                                                                             
percent of the individual items of property), but in no case should the threshold be less than 
$5,000.  
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Chapter 1:  Analysis of New School Construction Funding 
and Construction Costs  
Section Overview 
The purpose of this section is to provide an analysis of Funding Allocations and new 
school construction costs (construction costs) from 1999-2007 and to examine Funding 
Allocations and construction costs for each type of school.  It is important to note that for 
the analysis of the data, Macias applied the assertion that Funding Allocations were the 
“expected” budget for the new school construction budget. OPSC does not require 
school districts to build new schools within the Funding Allocations provided for the 
project. 
 
Funding Allocations6 are SFP grant allocations provided by OPSC plus the expected 
local district matching share contributions for new school construction.  
 
Construction costs in the McGraw-Hill database included construction, testing and 
inspection, subcontractor costs, and equipment costs if they were an integral part of the 
structure. Macias adjusted the McGraw-Hill database to include planning costs incurred 
by school type (e.g. elementary, middle, high) and adjusted to 2006 constant dollars.7   
 
The number of schools included in this component of the analysis was 366 elementary, 
middle and high schools. Elementary schools were represented most often (259), 
followed by high schools (57) and middle schools (50).   
 


Funding Allocations were Higher than New School Construction Costs from 1999-
2007 
 
As shown in Chart 1.0, for each year from 1999 to 2007, Funding Allocations for all 
schools in the sample were higher than new school construction costs on average.  
 
Average Funding Allocations grew from $14,457,227 in 1999 to $22,740,859 in 2007. 
The growth in average Funding Allocations over the eight-year time period was 
$8,283,632, which is statistically significant.  This means that the observed change in 
Funding Allocations is so large that it is unlikely that the change is due to random 
chance. 
 
Average new school construction costs began at $11,205,018 in 1999 peaked to 
$19,642,137 in 2005, but since then fell sharply back to about 1999 levels of 
$13,084,133. The growth in construction costs for new schools averaged $1,879,115 
over the eight-year time period of 1999-2007 although this growth was not statistically 
significant. This means that the change in construction costs observed in the sample 


                                                 
6 Funding allocations exclude site acquisition grants. 
7 Refer to page 13 for a detailed discussion on how the McGraw-Hill database was adjusted. 
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was not large enough to validate that a change actually occurred in the full population of 
California schools built over this time.  
 
The gap (or difference) between average Funding Allocations and average new school 
construction costs grew significantly over the time period.  This difference increased by 
$3,264,285 million from the period of 1999-2002 to the period of 2003-2007.   This 
increase in the gap between average Funding Allocations and average new school 
construction costs was statistically significant. This means that the observed change in 
Funding Allocations is so large that it is unlikely that the change is due to random 
chance. 
 
Chart 1.0:  Eight-year trend of New School Funding Allocation and Construction Costs -a 


 
a - New School Construction Allocations are Total Funding Allocations (SFP grant allocations plus local 
district’s matching share contributions.
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As shown in Chart 1.1, for each year from 1999 to 2007, average Funding Allocations 
for elementary schools were higher than the corresponding average for new school 
construction costs.   
 
Chart 1.1:  New School Funding Allocations and Construction Costs for Elementary 
Schools, 1999-2007. 
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As shown in Chart 1.2, for each year from 1999 to 2007, average Funding Allocations 
for middle schools were higher than the corresponding average for new school 
construction costs.      
 
Chart 1.2:  New School Funding Allocations and Cost of Construction for Middle Schools, 
1999-2007. 
 
 
 


19,048,864 







Office of Public School Construction 
New School Construction Grant Adequacy Study    


Macias Consulting Group, Inc. 35 January 24, 2008 


As shown in Chart 1.3, for each year from 1999 to 2007, average Funding Allocations 
for high schools were higher than the corresponding average for new school 
construction costs.        
 
Chart 1.3:  New School Funding Allocations and Cost of Construction for High Schools, 
1999-2007. 
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Chart 1.4 shows the change in the size of the gap (or difference) between the average 
Funding Allocations and the average new school construction costs for each type of 
school between two periods of time, 1999-2002 and 2003-2007.   
 
For elementary schools, the difference between average Funding Allocations and 
average new school construction costs increased by $2,039,278 from $3,287,612 
during the time period 1999-2002 to $5,326,890 during the 2003-2007 time period.  This 
change was found to be statistically significant.     
 
For middle schools and high schools, there was not a statistically significant change 
between the two periods of time in the size of the gap between average Funding 
Allocations and average new school construction costs, although a numerical increase 
occurred for the schools in our sample.    
 
For middle schools, the difference between average Funding Allocations and average 
new school construction costs for 1999-2002 was $6,784,845.  This gap numerically 
increased by nearly $2,371,103 to $9,155,948 during the 2003-2007 time period.  
 
For high schools, the difference between average Funding Allocations and average new 
school construction costs for 1999-2002 was $22,241,602. This gap numerically 
increased by nearly $4,875,956 to $27,117,558 for the time period 2003-2007.    
 
Chart 1.4:  Differences between Average Funding Allocation and Average Construction 
Costs by School Type 


$3,287,612
$5,326,890


$6,784,845


$22,241,602


$27,117,558


$9,155,948


$0


$5,000,000


$10,000,000


$15,000,000


$20,000,000


$25,000,000


$30,000,000


1999-2002 2003-2007


A
ve


ra
ge


 D
iff


er
en


ce
 (G


ap
) 


Elementary School
Middle School
High School


 
 
 
 







Office of Public School Construction 
New School Construction Grant Adequacy Study    


Macias Consulting Group, Inc. 37 January 24, 2008 


Average Funding Allocations Fully Covered Average New School Construction 
Costs  
Macias examined the extent to which Funding Allocations (SFP grant allocations and 
expected local matching share contributions) covered the cost of new school 
construction for each year from 1999 to 2007 as shown in Table 1.5.  
 
Average Funding Allocations covered from 123 to 174 percent of average construction 
costs.  
 
Table 1.5:  Average Funding Allocations and Construction Costs, By Year of Start of 
Construction8 
Year of 
Start 


 Number of 
Schools 


 Average Funding 
Allocations 


Average 
Construction 


Costs 


Percent of 
Construction 


Costs Covered 
by Funding 
Allocations 


1999 19 $14,457,227 $11,205,018 129 
2000 24 $19,517,485 $15,870,316 123 
2001 43 $20,225,135 $14,913,973 136 
2002 42 $26,085,446 $15,888,341 164 
2003 72 $25,044,705 $17,361,358 144 
2004 68 $27,564,292 $16,258,597 170 
2005 43 $30,706,170 $19,642,137 156 
2006 42 $24,243,655 $16,179,908 150 
2007 13 $22,740,859 $13,084,133 174 
Total 366 $24,599,590 $16,242,963 151 


 
Macias examined the extent to which Funding Allocations covered the cost of new 
school construction for each type of school in our sample as shown in Table 1.6. 
 
As shown in Table 1.6 for all 259 elementary schools in the sample, Funding Allocations 
covered 140 percent of new school construction costs. Funding Allocations averaged 
$16,076,315 and new school construction costs averaged $11,481,675 — a difference 
of $4,594,640 that is statistically significant.  
 
For all 50 middle schools in the sample, Funding Allocations covered 143 percent of 
new school construction costs.  Funding Allocations averaged $27,683,878 and new 
school construction costs averaged $19,381,527 – a difference of $8,302,351 that is 
statistically significant.   
 
For all 57 high schools in the sample, Funding Allocations covered 171 percent of new 
school construction costs.  Funding Allocations averaged $60,916,447 and new school 


                                                 
8 The start of construction was based on reported data in the McGraw-Hill database. 
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construction costs averaged $35,253,122 — a difference of $25,663,325 million that is 
statistically significant. 
 
Table 1.6:  Average Funding Allocation and Average Cost of New School Construction, 
by School Type  


School Type Number of 
Schools 


Average 
Funding 


Allocations 


Average 
Construction 


Costs 


Percent of 
Construction 


Costs Covered 
by Funding 
Allocations 


Elementary 259 $16,067,315 $11,481,675 140 
Middle 50 $27,683,878 $19,381,527 143 
High 57 $60,196,447 $35,253,122 171 
Entire Group 366 $24,599,590 $16,242,963 151 
 


SFP Grant Allocations Covered About 80 Percent of Average New School 
Construction Costs  
 
Macias also examined the extent to which the SFP grant allocations (excluding the 
expected local district’s matching share contributions) covered the cost of new school 
construction for each type of school as shown in Table 1.7.  
 
While OPSC reported that the School Facility Program was not intended to provide full 
funding of new school construction, SFP grant allocations (excluding the expected local 
district’s matching share contribution) covered an average of 80 percent of new school 
construction costs among the 366 schools in our sample.9  Among elementary, middle, 
and high schools, the portion of total new school construction costs covered by SFP 
grant allocations by themselves ranged from 72 to 93 percent.   
 
Table 1.7:  Percentage of SFP Grant Allocations that Cover New School Construction 
Costs, by School Type 
School Type Number of 


Schools 
Average SFP 


Grant 
Allocations 


Average 
Construction 


Costs 


Percent of 
Construction 


Costs Covered 
by SFP Grant 
Allocations 


Elementary 259  $8,389,533 $11,481,675  73% 
Middle 50  $13,883,948  $19,381,527  72% 
High 57  $32,919,716  $35,253,122  93% 
Entire Group 366 $ 12,947,956  $16,242,963  80% 
 


                                                 
9 Our sample size represents about 52 percent of the original 710 schools in the OPSC dataset provided to us, and 
those schools in which we could identify a valid match in the McGraw Hill database. 
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Average new school construction costs were $3,083,248 more than average SFP grant 
allocations for elementary schools; $5,497,579 more for middle schools, and 
$2,333,406 for high schools – the differences for elementary and middle schools are 
statistically significant but there is not a statistically significant difference in the SFP 
grant allocations and new school constructions costs for high schools.  


 


Funding Allocations per Pupil Were Higher than Construction Costs per Pupil  
 
As shown in Chart 1.8, Funding Allocations per pupil increased 61 percent from an 
average of $17,913 in 1999 to $28,856 in 2007. Construction costs per pupil increased 
10 percent from an average of $13,805 in 1999 to an average of $15,194 in 2007.  The 
increase in the difference (or gap) between Funding Allocations per pupil and 
construction costs per pupil from 1999-2002 to 2003-2007 was statistically significant. 
 
Chart 1.8:  Funding Allocations per Pupil versus Construction Costs per Pupil, 1999-
2007. 


 
 
As shown in Table 1.9 for all 259 elementary schools in the sample, Funding Allocations 
per pupil averaged $22,121 and new school construction costs per pupil averaged 
$16,935 – a difference of $5,186 that was statistically significant.   
 
For all 50 middle schools in our sample, Funding Allocations per pupil averaged 
$23,310 and new school construction per pupil averaged $17,008 – a difference of 
$6,302 that was statistically significant.   
 
For all 57 high schools in our sample, Funding Allocations per pupil averaged $32,485 
and new school construction per pupil averaged $20,592 – a difference of $11,893 that 
was statistically significant.    
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Table 1.9:  Funding Allocation per Pupil versus Construction Costs per Pupil by School 
Type 


School Type Number of 
Schools 


Average 
Funding 


Allocations per 
Pupil 


Average SFP 
Grant 


Allocations per 
Pupil 


Average Cost  of 
New School 


Construction per 
Pupil 


Elementary 259 $22,121 $11,260 $16,935 
Middle 50 $23,310 $11,980 $17,008 
High 57 $32,485 $17,498 $20,592 
Entire Group 366 $23,892 $12,326 $17,513 


 


Funding Allocations per Square Foot Were Higher than Construction Costs for 
New Schools per Square Foot  
 
As shown in Chart 1.10, Funding Allocations per square foot increased 60 percent from 
an average of $294 in 1999 to $470 in 2007. Construction costs per square foot 
increased 12 percent from an average of $215 in 1999 to an average of $240 in 2007.  
However, the size of the gap (or difference) between Funding Allocations and 
construction costs per square foot for new schools did not change from 1999-2002 to 
2003-2007 because there was not a statistically significant change in the difference 
between the average Funding Allocations and construction costs per square foot. 







Office of Public School Construction 
New School Construction Grant Adequacy Study    


Macias Consulting Group, Inc. 41 January 24, 2008 


 
Chart 1.10:  Funding Allocations per Square Foot versus Construction Costs per Square 
Foot, 1999- 2007 
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For Each School Type, Funding Allocations per Square Foot Were Higher than 
Construction Costs per Square Foot  
 
As shown in Table 1.11 for all 259 elementary schools in the sample, Funding 
Allocations per square foot averaged $400 and new school construction costs per 
square foot averaged $229 – a $171 difference that is statistically significant.   
 
For all 50 middle schools in our sample, Funding Allocations per square foot averaged 
$372 and new school construction costs per square foot averaged $237 – a difference 
of $135 that was statistically significant.   
 
For all 57 high schools in our sample, Funding Allocations per square foot averaged 
$461 and new school construction costs per square foot averaged $261 – a difference 
of $200 that was statistically significant.   
 
Table 1.11:  Funding Allocation per Square Foot versus Construction Costs per Square 
Foot by School Type 


School Type Number of 
Schools 


Funding 
Allocations per 


Square Foot 


SFP Grant 
Allocations  per 


Square Foot 


Average Cost  of 
New School 


Construction per 
Square Foot 


Elementary 259 $400 $210 $229 
Middle 50 $372 $196 $237 
High 57 $461 $253 $261 
Entire Group 366 $405 $214 $235 
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Chapter 2: Analysis of CDE Identified “Complete” Schools 
Section Overview 
 
The purpose of this section is to compare Funding Allocations and new school 
construction costs for schools identified by the California Department of Education as a 
“complete” school.  This section also includes an analysis of funding and costs per pupil 
and per square foot.  It is important to note that for the interpretation of the data, Macias 
applied the assertion that Funding Allocations were the “expected” budget for the new 
school construction budget. 
 
The CDE identified the elements of a “complete” school in its May 2007 report to the 
State Allocation Board10.  Pages 15 – 20 of this report describe the CDE identified 
elements of a “complete” school for elementary, middle and high schools.     
 
While the CDE has identified 60 “complete” schools in its report to the SAB, funding and 
construction cost data for this study were available for only 46 of these schools.  These 
schools were located throughout California and built between 2001 and 2007, with most 
schools in the sample built between 2005 and 2007.  The CDE selected the schools 
based on input from local districts on schools that best suited their needs.  It is 
important to note that because the CDE identified the schools as having all of the 
components of a “complete” school, Macias assumed that is was the intent of the school 
district to build all of the essential facilities. 
 
Elementary schools comprise 20 (43 percent) of the 46 schools included in the analysis.  
There are 15 high schools (33 percent) and 11 middle schools (24 percent) in the 
sample.  The school with the fewest pupils, an elementary school, was located in rural 
North Inland Region with 319 students, and the school with the most pupils, a high 
school was located in South San Diego Region with 3,915 total students.  The size of 
the smallest school was 10,900 square feet (for an elementary school located in North 
Inland Region) and the largest school had 343,000 square feet (a high school in South 
Los Angeles Region). 
 
The geographic location of complete schools in this sample is divided almost evenly 
between Northern and Southern California, as shown in Table 2.0 below.  There are 24 
schools located in the two Northern California regions and 22 schools located in the two 
Southern California regions.  Elementary, middle, and high schools are also evenly 
distributed across the regions.    


                                                 
10 California Department of Education Report on Complete Schools, State Allocation Board Meeting, May 
23, 2007. 
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Table 2.0:  Distribution of School Type by Geographic Region for the CDE group of 
“Complete” Schools 
Region  Total Number 


of Schools in 
Region 


Elementary Middle High 


North Inland11  12 5 2 5 
North Coastal12   12 6 3 3 


South-Los Angeles13  8 1 3 4 


South-San Diego14  14 8 3 3  


Total  46 20 11 15 


 


Average Total Funding Allocations Are Greater Than Average Total New School 
Construction Costs  
 
Macias examined the extent to which Funding Allocations (e.g. SFP grant allocations 
and local district’s matching expected share contributions) covered the cost of new 
school construction for the schools in our sample. As shown in Table 2.1, average 
Funding Allocations of $42,293,807 for the 46 “complete” elementary, middle and high 
schools covered 165 percent of the average school construction cost, $25,699,782.  
This difference between the Funding Allocations and construction costs averaged 
$16,594,025 and is statistically significant.  This means that this difference is so large 
that it is unlikely to be due to random chance.    
 
Table 2.1:  Average Funding Allocations and Construction Costs for CDE Group of 
“Complete” Schools 
Number 


of 
Schools 


Average Funding 
Allocations 


Average 
Construction 


Costs 


Percent of Construction Costs 
Covered by Funding Allocations 


 
46 


 
$42,293,807 


 
$25,699,782 


 
165% 


 
Based on CDE’s May 2007 report to the SAB, building a “complete” middle or high 
school requires more facilities than an elementary school, such as a gymnasium with 


                                                 
11 North Inland Region 1 includes Alpine, Amador, Butte, Colusa, Contra Costa, Del Norte, El Dorado, Glenn, 
Humboldt, Lake, Lassen, Marin, Mendocino, Modoc, Napa, Nevada, Placer, Plumas, Sacramento, San Joaquin, 
Shasta, Sierra, Siskiyou, Solano, Sonoma, Sutter, Tehama, Trinity, Yolo, and Yuba counties. 
12 North Coast Region 2 includes Alameda, Calaveras, Fresno, Inyo, Kern, Kings, Madera, Mariposa, Merced, Mono, 
Monterey, San Benito, San Francisco, San Mateo, Santa Clara, Santa Cruz, Stanislaus, Tulare, and Tuolumne 
counties. 
13 South-Los Angeles Region includes Los Angeles, San Bernardino, San Luis Obispo, Santa Barbara, and Ventura 
counties. 
14 South-San Diego Region 4 includes Imperial, Orange, Riverside, and San Diego counties. 
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locker rooms.  Likewise, construction costs for the middle and high schools included in 
the analysis are greater than those for the elementary schools.  While smaller in 
number, middle and high schools have higher Funding Allocations and construction 
costs which increase the averages for all schools in the sample. As a result, an analysis 
of the median, rather than the mean, was undertaken.  The medians for Funding 
Allocations and new school construction costs (i.e. revenue and cost value for the 
school located in the middle of the sample) is lower than their averages because of the 
number of elementary schools included in the analysis, but Funding Allocations at the 
median point continue to cover more than 100 percent of school construction costs, as 
shown in Table 2.2.   
 
Table 2.2:  Median Funding Allocations and Construction Costs for “Complete Schools” 


Number 
of 


Schools 


Median  Funding 
Allocations 


Median 
Construction 


Costs 


Percent of Construction Costs 
Covered by Funding Allocations 


46 $27,338,657 $17,477,748 156% 


 
When stratified by type of school, average Funding Allocations continue to cover all of 
the construction costs, ranging from 124 to 185 percent, as shown in Table 2.3.  
 
For the 20 elementary schools in the sample, Funding Allocations averaged 
$19,307,557 and school construction costs averaged $12,084,630 — a difference of 
$7,222,927. An analysis of statistical significance was not performed among each 
school type because the sample size was too small.    
 
For the 11 middle schools in the sample, Funding Allocations averaged $33,382,807 
and school construction costs averaged $26,891,479 – a difference of $6,491,328.   
 
For the 15 high schools in the sample, Funding Allocations averaged $79,476,875 and 
new school construction costs averaged $42,979,405 – a difference of $36,597,470. 
 
Table 2.3:  Average Funding Allocations and Average Construction Costs by School Type 
School Type Number 


of 
Schools 


Average 
Funding 


Allocations 


Average 
Construction 


Costs 


Percent Average 
Funding Allocations 


of Average 
Construction Cost 


Elementary 20 $19,307,557 $12,084,630 160% 
Middle 11 $33,382,807 $26,891,479 124% 
High 15 $79,476,875 $42,979,405 185% 
Entire Group 46 $42,293,807 $25,699,782 165% 
 
When the sample of 46 is stratified by geographic region (North Inland, North Coastal, 
South-Los Angeles, South-San Diego), Funding Allocations continue to cover 
construction costs, ranging from 118 to 213 percent, as shown in Table 2.4.   
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For the 12 schools in the North Inland region, average Funding Allocations amounted to 
$44,743,446 and average construction costs totaled $20,990,288.  
 
For the 12 schools in the North Coastal region, average Funding Allocations amounted 
to $23,793,096 and average construction costs totaled $20,181,720.  
 
For the eight schools in the South-Los Angeles region, average Funding Allocations 
amounted to $66,872,093 and average construction costs totaled $43,167,537.  For the 
14 schools in the South-San Diego region, average Total Funding Allocations amounted 
to $42,007,135 and average construction costs totaled $24,484,684. 
 
Table 2.4:  Average Funding Allocations and New School Construction Costs by Region 
Region Number of 


Schools in 
the CDE 
Sample 


Average 
Funding 


Allocations 


Average 
Construction 


Costs  


Percent Average 
Total Funding 


Allocations is of 
Average Total 
Construction 


Cost 
North Inland  12 $44,743,446 $20,990,288 213% 


North Coastal  12 $23,793,096 $20,181,720 118% 


South-Los 
Angeles  8 $66,872,093 $43,167,537 155% 


South-San Diego  14 $42,007,135 $24,484,684 172% 


Entire Group 46 $42,293,807 $25,699,782 165% 


 


Funding Allocations were Higher than New School Construction Costs for Each 
Year from 2001 to 2007 
 
For each year from 2001 to 2007, Funding Allocations (SFP grant allocations and the 
expected local district’s matching share contribution) for all schools in the sample for 
that year were higher than new school construction costs on average, as shown in 
Table 2.5.  
 
The gap (or difference) between average Funding Allocations and average new school 
construction costs did not grow significantly from the 2001-2005 period to the 2006-
2007 period. This means that, statistically, the size of the gap between average Funding 
Allocations and average new school construction costs did not change.  It is important 
to note that this analysis is limited by the sample size, with fewer than 30 schools in 
each comparison group.  It is due to the small sample size that the change in the gap 
over time for each school type was not analyzed.     
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Table 2.5:  Average Funding Allocation and Construction Costs by Year of Construction 
Start 
Year Number of 


Schools 
Average Funding 


Allocations 
Average  


Construction Costs 
Difference 


Between the 
Averages 


2001 1 $28,855,921 $17,522,881 $11,333,040  
2003 1 $84,775,811 $31,861,596 $52,914,215  
2004 5 $58,190,461 $34,569,645 $23,620,816  
2005 18 $45,197,544 $26,315,496 $18,882,048  
2006 16 $37,005,058 $24,764,558 $12,240,500  
2007 5 $27,058,876 $18,009,080 $9,049,796  
Total 46 $42,293,807 $25,699,782 $16,594,025  
Note:  No school in our group of CDE schools was built in 2002. 
 


SFP Grant Allocations Covers Most of the Construction Costs 
 
Macias examined the extent to which the SFP grant allocations (excluding local district 
matching share contributions) covered the cost of new school construction for the CDE 
sample of “complete” schools, as shown in Table 2.6. 
 
While the SFP grant allocation apportionments are not intended to provide full funding 
of new school construction, SFP grant allocations covered an average of 74 percent of 
average construction costs among the 46 schools in our sample. However, the 
difference between the averages for SFP grant allocations and construction costs is not 
statistically significant, which means there is not a difference between the average 
funding and costs among these schools. Again, it is important to note that this analysis 
is limited by the sample size.  If other schools were added to the group, the results 
could be the same or the difference between the averages could be smaller or larger.  
 
Among the 46 elementary, middle, and high schools, the portion of average total new 
school construction costs covered by SFP grant allocations ranged from 55 to 84 
percent.   An analysis of statistical significance was not performed among each school 
type because the sample size was too small.    
 
For the 20 “complete” elementary schools in the sample, SFP grant allocations 
averaged $8,671,343 and construction costs averaged $12,084,630.    
 
For the 11 “complete” middle schools in the sample, SFP grant allocations averaged 
$14,866,073 and construction costs averaged $26,891,479.   
 
For the 15 “complete” high schools in the sample, SFP grant allocations averaged 
$36,104,220 and construction costs averaged $42,979,405.   
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Average new school construction costs were about $3,413,287 more than average SFP 
grant allocations for elementary schools; about $12,025,406 more for middle schools, 
and about $6,875,185 for high schools. 
 
Table 2.6:  Percentage of Average Construction Costs Covered by SFP Grant Allocations, 
by School Type 
School Type Number of 


Schools in 
the CDE 
Sample 


Average SFP 
Grant 


Allocations  


Average 
Construction 


Costs 


Percent SFP grant 
Allocations 


Covers  
Construction 


Costs 
Elementary 20 $8,671,343 $12,084,630 72% 
Middle 11 $14,866,073 $26,891,479 55% 
High 15 $36,104,220 $42,979,405 84% 
Entire Group 46 $19,098,195 $25,699,782 74% 
 
When the sample of 46 is stratified by geographic region, the portion of new school 
construction costs covered by SFP grant allocations ranged from 59 to 86 percent, as 
shown in Table 2.7.   
 
For the 12 “complete” North Inland region schools in the sample, average SFP grant 
allocations averaged $18,043,017 and construction costs averaged $20,990,288.    
 
For the 12 “complete” North Coastal region schools in the sample, average SFP grant 
allocations averaged $11,947,510 and construction costs averaged $20,181,720.   
 
For the eight “complete” South-Los Angeles region schools in the sample, SFP grant 
allocations averaged $35,673,476 and construction costs averaged $43,167,537.   
 
For the 14 “complete” South-San Diego region schools in the sample, SFP grant 
allocations averaged $16,660,201 and construction costs averaged $24,484,684.   
 
Table 2.7:  Percentage of Average Construction Costs Covered by SFP Grant Allocations, 
by School Type 
Region Number of 


Schools in 
the CDE 
Sample 


Average SFP 
Grant 


Allocations 


Average 
Construction 


Costs  


Percent SFP 
Grant Allocations 


Covers 
Construction 


Costs 
North Inland  12 $18,043,017 $20,990,288 86% 
North Coastal 12 $11,947,510 $20,181,720 59% 


South-Los Angeles  8 $35,673,476 $43,167,537 83% 


South-San Diego  14 $16,660,201 $24,484,684 68% 
Entire Group 46 $19,098,195 $25,699,782 74% 
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Average Funding Allocations per Pupil was Higher than Average Total 
Construction Costs per Pupil  
 
Among the 46 schools in our sample, Funding Allocations (e.g. SFP grant allocations 
and local district’s expected matching share contribution) amounted to $33,227 per pupil 
and construction costs per pupil were $21,222, as shown in Table 2.8.  This difference 
is statistically significant.   
 
When the sample is stratified by school level (elementary, middle, and high school), 
Funding Allocations per pupil continued to be higher than construction costs per pupil.  
 
For the 20 elementary schools within our sample, Funding Allocations per pupil 
averaged $32,916 compared to construction cost per pupil of $19,654. Average SFP 
grant allocations averaged $13,435 per pupil.   
 
For the 11 middle schools within our sample, Funding Allocations per pupil averaged 
$28,839 compared to construction costs per pupil of $24,764. Average SFP grant 
allocations averaged $12,900 per pupil.   
 
For the 15 high schools within our sample, Funding Allocations per pupil were $36,859 
compared to construction cost per pupil of $20,714.  Average SFP grant allocations 
averaged $16,610 per pupil.   
 
Table 2.8:  Average Funding Allocations and Construction Costs per Pupil, by School 
Type 


School Type Number of 
Schools in 


the CDE 
Sample 


Number 
of pupils 


per 
School 


Funding 
Allocations 


per pupil 


Construction 
Costs per 


Pupil 


SFP Grant 
Allocations 


per Pupil 


Elementary 20 665 $32,916 $19,654 $13,435 
Middle 11 1,157 $28,839 $24,764 $12,900 
High 15 2,234 $36,859 $20,714 $16,610 
Entire Group 46 1,294 $33,227 $21,222 $14,343 


 
When the sample of 46 schools is stratified by geographic region (North Inland, North 
Coastal, South-Los Angeles, South-San Diego), Funding Allocations per pupil were 
larger than construction costs per pupil, as shown in Table 2.9. 


 
For the 12 North Inland region schools, Funding Allocations amounted to $31,294 per 
pupil compared to construction costs per pupil of $16,590. SFP grant allocations were 
$14,415 per pupil.   
 
For the 12 North Coastal region schools, Funding Allocations amounted to $25,458 per 
pupil compared to construction costs of $20,789 per pupil. SFP grant allocations were 
$12,676 per pupil.   
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For the eight South-Los Angeles region schools, Funding Allocations amounted to 
$36,243 per pupil compared to construction costs of $25,072 per pupil. SFP grant 
allocations were $18,189 per pupil.   
 
For the 14 South-San Diego region schools, Funding Allocations amounted to $39,818 
per pupil compared to construction costs of $23,362 per pupil. SFP grant allocations 
were $13,511 per pupil.   
 
Table 2.9:  Average Funding Allocations and Construction Costs per Pupil by Region 


Region Number 
of 


Schools 
in the 
CDE 


Sample 


Number 
of Pupils 


Per 
School 


Funding 
Allocations 
Per Pupil 


Construction 
Cost Per 


Pupil 


SFP Grant 
Allocations  
Per Pupil 


North Inland  12 1,343 $31,294 $16,590 $14,415 


North Coastal  12 942 $25,458 $20,789 $12,676 


South-Los Angeles  8 1,865 $36,243 $25,072 $18,189 


South-San Diego  14 1,227 $39,818 $23,362 $13,511 


Entire Group 46 1,294 $33,227 $21,222 $16,610 


 


Average Funding Allocation per Square Foot is Larger than Average Total 
Construction Costs 


 
Among the 46 schools in our sample, Funding Allocations amounted to $451 per square 
foot compared to construction costs of $259 per square foot, as shown in Table 2.10. 
This difference is statistically significant.        
 
For the 20 elementary schools within our sample, Funding Allocations amounted to 
$405 per square foot compared to construction costs per square foot of $240. SFP 
grant allocations were $210 per square foot.   
 
For the 11 Middle schools within our sample of 46 schools, Funding Allocations 
amounted to $333 per square foot compared to construction costs per square foot of 
$265. SFP grant allocations were $147 per square foot.   
 
For the 15 High schools within our sample, Funding Allocations amounted to $599 per 
square foot compared to construction costs per square foot of $279. SFP grant 
allocations were $273 per square foot.   
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Table 2.10:  Average Funding Allocations and Construction Costs per Square Foot, by 
School Type 


School Type Number of 
Schools in 


the CDE 
Sample 


Number of 
Square Feet 
per School 


Funding 
Allocations 
per Square 


Foot  


Construction 
Costs per 


Square Foot 


SFP Grant 
Allocations 
per Square 


Foot 
Elementary 20 50,340 $405 $240 $210 
Middle 11 106,000 $333 $265 $147 
High 15 158,947 $599 $279 $273 
Entire Group 46 99,065 $451 $259 $215 


 
When the sample of 46 schools is stratified by geographic region (elementary, middle, 
and high school), Funding Allocations per square foot were larger than construction 
costs per square foot, as shown in Table 2.11.     
 
For the 12 North Inland region schools within our sample, Funding Allocations 
amounted to $633 per square foot compared to construction cost of $264 per square 
foot. SFP grant allocations were $304 per square foot.   
 
For the 12 North Coastal region schools within our sample, Funding Allocations 
amounted to $316 per square foot compared to construction cost of $250 per square 
foot. SFP grant allocations were $160 per square foot.   
 
For the 8 South-Los Angeles region schools, Funding Allocations amounted to $447 per 
square foot compared to construction costs of $284 per square foot. SFP grant 
allocations were $246 per square foot.   
 
For the 14 South-San Diego region schools, Funding Allocations amounted to $414 per 
square foot compared to construction costs of $246 per square foot. SFP grant 
allocations were $168 per square foot.   
 
Table 2.11: Average Funding Allocations and Construction Costs per Square Foot by 
Geographic Region 


School 
Region 


Number of 
Schools in 


the CDE 
Sample 


Number of 
Square 
Feet per 
School 


Funding 
Allocations 
per Square 


Foot 


Construction 
Costs per 


Square Foot 


SFP Grant 
Allocations 
per Square 


Foot 
North Inland  12 79,142 $633 $264 $304 


North Coastal  12 77,558 $316 $250 $160 
South-Los 
Angeles  8 155,588 $447 $284 $246 


South-San 
Diego  14 102,279 $414 $246 $168 


Entire Group 46 99,065 $451 $259 $215 
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Chapter 3:  Analysis of the New School Construction Cost 
Survey 
Section Overview 
 
The purpose of this section is to provide an analysis of school district reported Funding 
Allocations (SFP grant allocations and the local district’s matching share contributions) 
used for reported new school construction costs (construction costs) from 1999-2007.  
This analysis includes a comparison of the reported Funding Allocations with reported 
construction costs for each type of new school, geographic region, and by per pupil and 
per square foot.   Within this analysis, Macias also analyzed the size of reported SFP 
grant allocations (Funding Allocations excluding local district matching contributions) 
compared with new school construction costs.   
 
Funding Allocation includes SFP grant allocations provided by the OPSC and the local 
district matching share contribution. All data was self-reported by the school districts.   
Districts were asked to report the Funding Allocation in five parts:  OPSC New School 
Facility Base Grant, OPSC Required Local Match Fund Contribution, OPSC Lease 
Purchase Program, OPSC Financial Hardship Program Grant, and SAB Supplement 
Grant(s). 
 
School districts were also requested to report total construction costs, including 
expenses for subcontractors and change orders pertaining to the building of a new 
school.  Data for construction expenditures were collected under the following 
categories: site development that occurred as part of construction budget (which may 
include normal connecting utilities, demolition, grading, earthwork, drainage & 
containment); building(s) construction (such as materials and labor); construction 
management fees; construction tests and inspections; equipment and furniture (costs 
for those items/services that were included in the construction contract(s); construction 
supervision/security; contingency (if applicable); and other related expenditures.  
Macias adjusted the reported construction costs to include planning costs incurred by 
school type (e.g. elementary, middle, high, and non-traditional). This might have led to 
over-reporting of construction costs for some schools because some districts reported 
some of these planning costs in their survey response. The data reported by the school 
districts were adjusted to constant 2006 dollars to aid in the analysis across the nine-
year period (1999-2007).15   
 
Number of Pupils is based on the reported district loading standard.  All total pupil 
capacities reported were for traditional school years (none were year-round).   
 
Square feet is the interior space of the new school excluding covered walkways and 
circulation areas.   


                                                 
15 Refer to page 13 of the Methodology section for a detailed discussion on how the McGraw-Hill database was 
adjusted.  
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For the analysis examining Funding Allocations, the population of schools was 84, as 
shown by geographic region in Table 3.0 below.16  There are two more schools (43) 
located in the combined North Inland and North Coastal regions than in the combined 
South-Los Angeles and South-San Diego southern regions (41).  The South-San Diego 
and North Coastal regions have the highest number of schools followed by North Inland 
region and the South-Los Angeles region.   All four regions have the same number of 
middle schools (four); the North Inland did not have a high school in the sample.  
Elementary schools are the most common (six to 17 schools) school type in each 
region.   
 
Table 3.0:  Distribution of School Type by Geographic Region for Analysis of Funding 
Allocations  
Region Name Total 


Number of 
Schools in 


Region 


Elementary Middle High Non-
Traditional 


Entire Group 84 47 16 12 9 
North Inland17 19 10 4 0 5 
North Coastal18 24 14 4 5 1 
South-Los Angeles19 13 6 4 2 1 
South-San Diego20 28 17 4 5 2 
 
Elementary schools (any combination grades (K-6) were represented most often (47 or 
56 percent), followed by 16 (19 percent) middle schools (any combination of grades 6-
8), 12 (14 percent) high schools (any combination of grades 9-12), and nine (11 
percent) schools that had a non-traditional combination of grade levels (any 
combination of grades K-12). Table 3.1 below shows the grade level combinations 
reported by the nine non-traditional schools. 
 
 


                                                 
16 While school districts had submitted complete funding and construction cost data for 89 schools, school districts 
did not submit data on the year that construction began for three schools (two elementary schools and one high 
school) in this sample.  Because Macias relied upon this construction date information in order to adjust construction 
costs for inflation, Macias had to exclude these schools from the analysis of trends in funding allocations, total 
revenues, and construction costs over time.  Macias also excluded two elementary schools from the analysis of 
Funding Allocations because of missing SFP grant allocations.  This resulting sample contains 84 schools. 
 
17North Inland Region 1 includes Alpine, Amador, Butte, Colusa, Contra Costa, Del Norte, El Dorado, Glenn, 
Humboldt, Lake, Lassen, Marin, Mendocino, Modoc, Napa, Nevada, Placer, Plumas, Sacramento, San Joaquin, 
Shasta, Sierra, Siskiyou, Solano, Sonoma, Sutter, Tehama, Trinity, Yolo, and Yuba counties. 
18 North Coast Region 2 includes Alameda, Calaveras, Fresno, Inyo, Kern, Kings, Madera, Mariposa, Merced, Mono, 
Monterey, San Benito, San Francisco, San Mateo, Santa Clara, Santa Cruz, Stanislaus, Tulare, and Tuolumne 
counties. 
19 South-Los Angeles Region includes Los Angeles, San Bernardino, San Luis Obispo, Santa Barbara, and Ventura 
counties. 
20South-San Diego Region 4 includes Imperial, Orange, Riverside, and San Diego counties. 
 







Office of Public School Construction 
New School Construction Grant Adequacy Study    


Macias Consulting Group, Inc. 54 January 24, 2008 


Table 3.1:  Distribution of Grade Levels in Non-Traditional Combination of Grade Level 
Schools 


Traditional School Grade Levels Non-Traditional Grade 
Levels Combination 
Reported 


Number of 
Schools  


Elementary Middle High 


K-3 1 X   
K-8 7 X x  
7-12 1  x x 


 
Macias compared all school district reported funding sources (Total Revenue) to 
reported new school construction costs (construction costs). This analysis was 
performed because the school district, as requested, reported all the resources used for 
the new school construction project.  The findings of the analysis of Total Revenues are 
presented at the end of this chapter. It is important to note that for the analysis of the 
data, Macias applied the assertion that revenues reported were the District’s defined 
resources for the new school construction budget. The population of schools that were 
used for this analysis was 84 schools.21 
 


Funding Allocation for New School Construction Covered 77 Percent of 
Construction Costs   
 
If the purpose of the School Facility Program is to establish the “expected” budget of the 
new school construction, the average Funding Allocation (SFP grant allocations and 
local district matching contribution) covered 77 percent of the average new school 
construction costs.  The average Funding Allocation (SFP grant allocations and local 
district matching contribution) were $22,077,866 and average new school construction 
costs were $28,565,706.  The $6,487,840 difference between the average Funding 
Allocation and construction costs is statistically significant.  This means that the 
observed difference between Funding Allocation and construction costs is so large that 
it is unlikely that the difference is due to random chance. 
 
However, the gap (or difference) between average Funding Allocation and average new 
school construction costs did not change over the nine-year period.  There was not a 
statistically significant change in the average difference between Funding Allocation and 
construction costs from the period of 1999-2003 to the period of 2004-2007.   
 
Year-to-year changes in the difference between average Funding Allocation and 
construction costs were also not analyzed because of the small number of schools 
                                                 
21 While school districts had submitted complete funding and construction cost data for 89 schools, school 
districts did not submit data on the year that construction began for three schools (two elementary 
schools and one high school) in this sample.  Because Macias relied upon this construction date 
information in order to adjust construction costs for inflation, Macias had to exclude these schools from 
the analysis of trends in funding allocations, total revenues, and construction costs over time.   
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represented in the first and last year of the time period.  For the same reason 
(insufficient sample size), the change in the gap (or difference) between average 
Funding Allocation and construction costs was not analyzed by school type or by 
geographic region.22   
 


Average Annual Funding Allocations Covered At Least 75 Percent of Average 
New School Construction Costs for Six of Nine Years  
 
Macias examined the extent to which Funding Allocation covered the cost of new school 
construction for each year from 1999 to 2007 as shown in Table 3.2 and Chart 3.3.    
 
Average Funding Allocation covered from 48 to 111 percent of average construction 
costs.  However, for six of the nine years in the time period, average Funding Allocation 
covered at least 75 percent the cost of new school construction. For the years 1999, 
2004, and 2006, average Funding Allocation fell short by about $26.8, $8.4, and $6.6 
million, respectively.  
 
Table 3.2.  Average Funding Allocation and Construction Costs, By Year of Start of 
Construction23  
Year of 
Start 


 Number of 
Schools 


 Funding 
Allocation 


Construction 
Costs 


Percent of Construction 
Costs Covered by 


Funding Allocation 
1999 4 $24,394,791 $51,199,359 48% 
2000 6 $18,879,901 $20,712,788 91% 
2001 2 $31,303,423 $34,257,727 91% 
2002 9 $23,264,640 $26,277,602 89% 
2003 13 $34,594,474 $41,286,069 84% 
2004 22 $20,355,256 $28,750,813 71% 
2005 16 $18,877,518 $21,790,673 87% 
2006 11 $13,253,855 $19,845,783 67% 
2007 1 $29,240,075 $26,317,062 111% 
Total 84 $22,077,866 $28,565,706 77% 


 


                                                 
22 The first section of the report examined the change in the gap (or difference) between average funding 
allocations and construction costs from the period of 1999-2002 to the period of 2003-2007.There was an 
insufficient number of schools in this sample to replicate the same analysis because the schools were not 
evenly distributed across the eight-year period. 
23 The start of construction was based on the year reported for when the notice to proceed was given for 
construction to begin. 
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Chart 3.3:  Average Funding Allocation and Construction Costs, By Year of Start of 
Construction24 
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To ensure that no outlying cases had an undue impact on the mean values used in the analysis 
above, Macias conducted a parallel analysis using median values.  The results show that in 
1999, one of the four schools had larger construction costs than the other three schools, 
resulting in a much higher average than median measure of construction costs.  As a result, the 
percent of construction costs covered by the Funding Allocation increased from 48 to 105 
percent.  For eight of the nine years in the time period, median Funding Allocation covered at 
least 75 percent the cost of new school construction.  Median Funding Allocation covered from 
68 to 105 percent of average construction costs, as shown in Table 3.4.   
 
 
 
 
 
 


                                                 
24 The start of construction was based on the year reported for when the notice to proceed was given for 
construction to begin. 
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Table 3.4:  Median Funding Allocation and Construction Costs, by Year of Start of Construction 
Year of 
Start 


Number of 
Schools 


 Funding 
Allocation 


Construction 
Costs 


Percent of Construction 
Costs Covered by 


Funding Allocation 
1999 4 $23,173,208 $22,147,283 105% 
2000 6 $16,165,160 $15,350,109 105% 
2001 2 $31,303,423 $34,257,727 91% 
2002 9 $14,060,077 $15,682,017 90% 
2003 13 $22,597,273 $24,971,569 90% 
2004 22 $15,321,171 $20,468,918 75% 
2005 16 $14,593,500 $14,974,541 97% 
2006 11 $12,401,086 $18,217,462 68% 
2007 1 $29,240,075 $26,317,062 111% 
Total 84 $15,025,311 $18,337,509 82% 


 


Average Funding Allocation Covered At Least 75 Percent of Average Construction Costs 
by For All School Types except High Schools, and in Two of the Four Geographic 
Regions 
 
Macias also examined the extent to which the Funding Allocation covered the cost of new 
school construction for each type of school and geographic region.  Average Funding Allocation 
covered at least 75 percent of average construction costs for all school types (elementary – 89 
percent; middle – 83 percent; non-traditional – 76 percent) except high schools (which covered 
65 percent).  When examined by geographic region, average Funding Allocation covered at 
least 75 percent of average construction costs in the North Inland and South-San Diego regions, 
but covered at least 60 percent in the North Coastal (68 percent) and South-Los Angeles (62 
percent) regions. 
 
As shown in Table 3.5, for elementary, middle, high and non-traditional schools, the portion of 
total new school construction costs covered by Funding Allocations ranged from 65 to 89 
percent.   
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Table 3.5:  Percentage of Average Construction Costs covered by Average Funding Allocations, 
by School Type 
School Type Number of 


schools  
Funding 
Allocations 


Construction 
Costs(a) 


Percent of 
Construction 
Costs covered 
by Funding 
Allocations  


Entire Group 84 $22,077,866 $28,565,706 77% 
Elementary 47 $15,031,934 $16,869,175 89% 
Middle 16 $25,954,719 $31,444,045 83% 
High 12 $49,307,589 $76,426,699 65% 
Non-traditional 9 $15,674,804 $20,715,883 76% 
 
Average new school construction costs were $6,487,840 more than average Funding 
Allocations for all 84 schools in our sample, a statistically significant difference as expected 
given the size of the gap between costs and Funding Allocations.   Average new school 
construction costs were $1,837,241 more for elementary schools; $5,489,326 more for middle 
schools; $27,119,110 more for high schools; and $5,041,079 for non-traditional schools.  
However, only the difference for high schools is statistically significant.  
 
Because of the small sample sizes, Macias also examined the extent to which median Funding 
Allocation covered the cost of new school construction for each type of school in our sample as 
shown in Table 3.6.  As shown in Table 3.7, when the median Funding Allocation and 
construction costs are examined, Funding Allocations covered from 70 to 87 percent for each 
school type.   
 
Table 3.6:  Percentage of Median Construction Costs Covered by Funding Allocations, by School 
Type. 
School Type Number of 


schools  
Funding 
Allocations   


Construction 
Costs 


Percent of 
construction 
costs covered by 
Funding 
Allocations  


Entire Group 84 $15,025,311 $18,337,509 82% 
Elementary 47 $12,100,081 $15,546,262 78% 
Middle 16 $22,130,523 $25,353,502 87% 
High 12 $51,168,949 $73,566,736 70% 
Non-traditional 9 $13,403,523 $18,321,593 73% 
 
When examined by geographic region, as shown in Tables 3.7 below, the average Funding 
Allocations covered 62 to 87 percent of the average construction costs in each region.   
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Table 3.7:  Average Funding Allocations and Average Cost of New School Construction, by 
Geographic Region 
School Type Number of 


schools  
Funding 
Allocation  


Construction 
Costs 


Percent of 
construction 
costs covered by 
Funding 
Allocations  


Entire Group 84 $22,077,866 $28,565,706 77% 


North Inland 19 $18,942,790 $21,713,790 87% 


North Coastal 24 $19,024,529 $28,024,562 68% 


South-Los 
Angeles 13 $21,584,058 $34,648,090 62% 


South-San 
Diego 28 $27,051,651 $30,855,093 88% 


 
Median Funding Allocations covered from 56 to 92 percent of the cost of new school 
construction, as shown in Table 3.8 below.   
 
Table 3.8:  Median Funding Allocation and Construction Costs, by Geographic Region 
School Type Number of 


schools  
Funding 
Allocation  


Construction 
Costs 


Percent of 
construction 
costs covered by 
Funding 
Allocations  


Entire Group 84 $15,025,311 $18,337,509 82% 


North Inland 19 $13,755,063 $16,079,440 86% 


North Coastal 24 $13,859,978 $16,653,978 83% 


South-Los 
Angeles 13 $11,172,540 $20,038,013 56% 


South-San 
Diego 28 $21,487,416 $23,373,796 92% 
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SFP Grant Allocations Covered More Than Half of Average New School Construction 
Costs for All School Types and Southern Regions 
 
Macias also examined the extent to which the SFP grant allocations (OPSC SFP grant 
allocations excluding local district matching share contributions) covered the cost of new school 
construction for each type of school, as shown in Table 3.9,   Average SFP grant allocations 
covered at least 50 percent of average construction costs for all school types and in the 
Southern California regions (Los Angeles – 55 percent; San Diego – 65 percent).  In the two 
North regions (North Inland and North Coastal), average SFP grant allocations covered 48 
percent and 37 percent, respectively, of average construction costs. 
 
SFP grant allocations covered an average of 52 percent of new school construction costs by 
themselves, for the 86 schools in our sample.  For elementary, middle, high and non-traditional 
schools, the portion of total new school construction costs covered by SFP grant allocations 
ranged in coverage from 50 to 54 percent.   
 
Table 3.9: Percentage of Average Construction Costs covered by Average SFP Grant Allocations, 
by School Type. 
School Type Number of 


schools  
SFP Grant 
Allocations 


Construction 
Costs 


Percent of 
construction 
costs covered by 
SFP Grant 
Allocations  


Entire Group 86 $14,716,938 $28,202,496 52% 
Elementary 49 $8,731,424 $16,709,114 52% 
Middle 16 $17,124,267 $31,444,045 54% 
High 12 $39,195,987 $76,426,699 51% 
Non-traditional 9 $10,386,312 $20,715,883 50% 
 
Average new school construction costs were $13,485,558 more than average SFP grant 
allocations for the 86 schools in our sample, a statistically significant difference as expected 
given the size of the gap between costs and SFP grant allocations.   Average new school 
construction costs were $7,977,690 for elementary schools; $14,319,778 more for middle 
schools; $37,230,712 more for high schools; and $10,329,572 for non-traditional schools.  The 
differences for elementary and high schools are statistically significant.  
 
Because of the small sample sizes, Macias also examined the extent to which median SFP 
grant allocations covered the cost of new school construction for each type of school in our 
sample as shown in Table 3.10.  When the median Funding Allocations and constructions are 
examined, Funding Allocations SFP grant allocations covered from 42 to 56 percent for each 
school type.  High school were the only school type for which SFP grant allocations covered 
less than half (42 percent) of construction costs.   
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Table 3.10: Percentage of Median Construction Costs Covered by SFP Grant Allocations, by 
School Type 
School Type Number of 


schools  
SFP Grant 
Allocations   


Construction 
Costs 


Percent of 
construction 
costs covered by 
SFP Grant 
Allocations  


Entire Group 86 $10,192,634 $18,298,641 56% 
Elementary 49 $7,983,744 $15,436,571 52% 
Middle 16 $13,043,289 $25,353,502 51% 
High 12 $30,857,438 $73,566,736 42% 
Non-traditional 9 $10,246,504 $18,321,593 56% 
 
When examined by geographic region, as shown in Table 3.11 below, the average SFP grant 
allocations covered 37 to 65 percent of the average construction costs in each region.   
 
Table 3.11:  Average SFP Grant Allocation and Average Cost of New School Construction, by 
Geographic Region 
School Type Number of 


schools  
SFP Grant 
Allocation  


Construction 
Costs 


Percent of 
construction 
costs covered by 
SFP Grant 
Allocations  


Entire Group 86 $14,716,938 $28,202,496 52% 
North Inland 19 $10,391,640 $21,713,790 48% 
North Coastal 26 $9,957,984 $26,864,802 37% 
South-Los 
Angeles 13 $19,216,070 $34,648,090 55% 


South-San 
Diego 28 $19,982,108 $30,855,093 65% 


 
Median SFP grant allocations covered from 49 percent to 62 percent of the cost of new school 
construction, as shown in Table 3.12.  The median percent covered in the North Coastal region 
(58 percent) is higher than the average (37 percent) due to median construction costs that were 
lower than the average construction costs. 
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Table 3.12:  Median SFP Grant Allocations and Construction Costs, by Geographic Region 
School Type Number of 


schools  
SFP Grant 
Allocations  


Construction 
Costs 


Percent of 
construction 
costs covered by 
SFP Grant 
Allocations  


Entire Group 86 $10,192,634 $18,298,641 56% 


North Inland 19 $8,086,278 $16,079,440 50% 


North Coastal 26 $9,120,804 $15,623,127 58% 


South-Los 
Angeles 13 $9,905,579 $20,038,013 49% 


South-San 
Diego 28 $14,550,255 $23,373,796 62% 


 
Per Pupil Funding Allocation Covered 82 Percent of per Pupil Construction Costs, and 75 
percent in All School Types Except High Schools, and in All Geographic Regions Except 
South-Los Angeles    
 
Macias examined the extent per pupil Funding Allocation covered percent of per pupil 
construction costs.  The Funding Allocations per pupil averaged $22,122 per pupil and 
construction costs per pupil were $25,646, as shown in Table 3.13 below.  Average Funding 
Allocations per pupil covered 82 percent of average construction costs per pupil, although the 
percent covered drops to 69 percent for high and non-traditional schools.  The differences 
between the average Funding Allocations and construction costs per pupil were statistically 
significant.  This means that the observed difference is so large that it is unlikely that the 
difference is due to random chance.   
 
Table 3.13:  Average Funding Allocation per Pupil versus Construction Costs per Pupil, by 
School Type 
School Type Number of 


schools  
Average 
Funding 
Allocations per 
pupil 


Construction 
Costs per pupil 


Percent of 
Construction 
Cost Covered 
by Funding 
Allocation 


Entire Group 64 $22,122 $25,646 82% 


Elementary 35 $21,881 $24,090 91% 
Middle 10 $18,752 $22,070 85% 
High 11 $23,650 $34,404 69% 


Non-traditional 8 $17,287 $24,879 69% 


 
Macias also examined the extent SFP grant allocations per pupil covered median construction 
costs per pupil, as shown in Table 3.14. 
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Table 3.14:  Median Funding Allocation per Pupil versus Construction Costs per Pupil, by School 
Type 
School Type Number of 


schools  
Median 
Funding 
Allocations per 
pupil 


Construction 
Costs per pupil 
per pupil 


Percent of 
Construction 
Cost 
Covered by 
Funding 
Allocation 


Entire Group 64 $20,684 $22,503 92% 
Elementary 35 $19,884 $21,881 91% 
Middle 10 $20,495 $21,642 95% 
High 11 $23,356 $34,730 67% 


Non-traditional 8 $18,011 $21,553 84% 


 
This section of the analysis is based on 66 schools by school type and 64 by geographic region.  
In the survey, districts reported the total number of pupils for 70 of the 86 schools that had 
complete funding and construction cost data reported.  Of these 70 schools, districts did not 
report data on the year of construction start for three of these schools; as a result, these three 
schools were excluded from the analysis because funding and construction cost data could not 
be adjusted for inflation.  One more school was excluded because the number of pupils reported 
(100 – an outlier) created a very high per pupil ratio, which distorted the mean and median 
statistics for the entire sample of 66 schools.  Data was incomplete for another two schools in 
the geographic region analysis.  This resulted in a sample size of 64 for this analysis.  Year-to-
year comparisons and analysis of changes in the ratios from the beginning to the end of the 
nine-year time period were not made due to the uneven distribution and resulting small sample 
size of schools per year for certain years within the time period 1999-2007.   
 
As shown in Table 3.15. Average Funding Allocations per pupil covered 57 percent to 96 
percent of construction costs per pupil across the regions. 
 
Table 3.15:  Average Funding Allocation per Pupil and Average Cost of New School Construction 
per Pupil by Geographic Region 
School Type Number 


of 
schools  


Funding 
Allocation 
per pupil  


Construction 
costs per pupil 


Percent of per pupil 
construction costs covered 
by Funding Allocation  


Entire Group 64 $21,122 $25,646 82% 
North Inland  17 $19,099 $24,262 79% 
North Coastal 21 $19,136 $24,896 77% 
South-Los Angeles 4 $19,921 $34,835 57% 
South-San Diego 22 $24,798 $25,760 96% 
 
As shown in Table 3.16, median Funding Allocations per pupil appear to cover a larger 
percentage of construction costs per pupil in the South-San Diego region compared to the North 
Coastal region, which has a similar number of schools within it from the sample of 64 schools.  
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Table 3.16:  Median per Pupil Funding Allocations by Geographic Region 
School Type Number 


of 
schools  


Funding 
Allocations per 
pupil  


Construction 
Costs per 
pupil 


Percent of 
construction 
costs covered by 
Funding 
Allocations  


Entire Group 64 $20,684 $21,553 96% 
North Inland 17 $19,147 $22,504 85% 
North Coastal 21 $19,577 $21,949 89% 
South-Los Angeles 4 $20,649 $33,231 62% 
South-San Diego 22 $22,820 $24,545 93% 
 


Per Pupil SFP Grant Allocation Covered 54 Percent of Average per Pupil Construction 
Costs 
 
The SFP grant allocations averaged $13,717 per pupil and construction costs per pupil 
averaged $25,512, as shown in Table 3.17 below.  The differences between the average SFP 
grant allocations and construction costs per pupil were statistically significant.  This means that 
the observed difference is so large that it is unlikely that the difference is due to random chance.   


 
When examined by school type, the 37 elementary schools in the sample had average per pupil 
SFP grant allocations of $12,782 and average new school construction costs per pupil of 
$23,936 – a difference of $11,154 that was statistically significant.  While average SFP grant 
allocations per pupil were lower than average costs for middle, high, and non-traditional schools, 
the differences between these measures were not tested for statistical significance due to the 
small sample sizes.    
 
Table 3.17:  Average SFP Grant Allocations per pupil versus Construction Costs per Pupil, by 
School Type 
School Type Number 


of 
schools  


Number 
of pupils 
per 
school 


SFP Grant 
Allocations 
per pupil  


Average 
Construction 
Cost per pupil 


Percent of 
Construction 
Cost 
Covered by 
Funding 
Allocation 


Entire Group 66 1,050 $13,717 $25,512 54% 
Elementary 37 712 $12,782 $23,936 53% 
Middle 10 1,062 $13,865 $22,070 63% 
High 11 2,252 $18,266 $34,404 53% 


Non-
traditional 8 943 $11,605 $24,879 47% 
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Table 3.18 below shows median SFP grant allocations per pupil versus construction costs per 
pupil by school type. 
 
Table 3.18:  Median SFP Grant Allocation per Pupil versus Construction Costs per Pupil, by 
School Type 
School Type Number 


of 
schools  


Number 
of pupils 
per 
school 


SFP Grant 
Allocations 
per pupil  


Median 
Construction 
Cost per pupil 


Percent of 
Construction 
Cost 
Covered by 
Funding 
Allocation 


Entire Group 66 768 $12,274 $22,503 55% 
Elementary 37 737 $11,863 $21,881 54% 
Middle 10 980 $12,622 $21,642 58% 
High 11 2,500 $21,632 $34,730 62% 
Non-
traditional 8 1,069 $11,808 $21,553 55% 


 
Average SFP Funding Allocations per pupil covered at least 50 percent of average construction 
costs per pupil in one region (South-San Diego), as shown in Table 3.19.  Average SFP grant 
allocations per pupil covered 44 percent to 70 percent of construction costs per pupil across the 
regions.  
 
Table 3.19:  Average per Pupil SFP Grant Allocation and Average Construction Costs, by 
Geographic Region 
School Type Number of 


schools  
SFP Grant 
Allocations per 
pupil  


Construction 
costs per pupil 


Percent of per pupil 
construction costs covered 
by SFP Grant Allocations  


Entire Group 64 $11,605 $24,879 47% 


North Inland  17 $10,677 $24,262 44% 


North 
Coastal 21 $10,873 $24,577 44% 


South-Los 
Angeles 4 $19,182 $34,835 55% 


South-San 
Diego 22 $18,046 $25,760 70% 


 
As shown in Table 3.20, median SFP grant allocations per pupil appear to cover a larger 
percentage of construction costs per pupil in the South-San Diego region (76 percent) compared 
to the North Coastal region (53 percent), which has a similar number of schools within it from 
the sample of 64 schools.  
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Table 3.20:  Median per Pupil SFP Grant Allocations, by Geographic Region 
School Type Number 


of 
schools  


SFP Grant 
Allocations per 
pupil  


Construction 
Costs per 
pupil 


Percent of 
construction 
costs covered by 
SFP Grant 
Allocations  


Entire Group 64 $11,808 $21,553 55% 
North Inland 17 $11,165 $22,504 50% 
North Coastal 21 $11,539 $21,949 53% 
South-Los Angeles 4 $19,701 $33,231 59% 
South-San Diego 22 $18,659 $24,545 76% 
 


Average Funding Allocation per Square Foot Covered 82 Percent of Average 
Construction Costs Per Square Foot; SFP Grant Allocation Coverage was 55 Percent  
 
This section of the analysis is based on 80 schools.  In the survey, districts reported the total 
number of square feet for 80 of the 86 schools that had complete Funding Allocation and 
construction cost data reported. Year-to-year comparisons and analysis of changes in the 
differences from the beginning to the end of the nine-year time period were not made due to the 
uneven distribution within the time period 1999-2007, as shown in Table 3.21 below.  Instead, 
the first five years of the time period (1999-2003) are compared to the four later years (2004-
2007). 
 
Table 3.21:  Distribution of Schools in Sample by Year of Construction Start 


Year of 
construction start 


Number of schools Percent of sample 


1999 4 5% 
2000 6 8% 
2001 2 3% 
2002 8 10% 
2003 13 16% 
2004 20 25% 
2005 16 20% 
2006 10 13% 
2007 1 1% 
Total 80 100% 


 
As shown in Table 3.22, the average Funding Allocation was $288 per square foot and the 
average construction cost per square foot was $352. The differences between these averages 
and the average new school construction costs per square foot were statistically significant.  
This means that the differences are so large that it is unlikely that the observed differences are 
due to random chance.   
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There was no statistically significant change in the size of the gap (or difference) between 
Funding Allocations and construction costs per square foot, from 1999-2003 to 2004-2007.  
 
Table 3.22:  Average per Square Foot Funding Allocations and Construction Costs  


School Type Number 
of 
schools  


Number 
of 
Square 
Feet per 
School 


Funding 
Allocations 
per square 
foot 


Construction 
Costs per 
square foot 


Percent 
Construction 
Costs 
Covered by 
Funding 
Allocations 


Entire Group 80 79,728 $288 $352 82% 
Elementary 45 52,526 $287 $330 87% 
Middle 15 80,004 $308 $392 79% 
High 11 207,900 $249 $367 68% 
Non-Traditional 9 55,599 $314 $377 83% 


 
As shown in Table 3.23, SFP grant allocations were $194 per square foot. The differences 
between these averages and the average new school construction costs per square foot were 
statistically significant. Also, there was a statistically significant change in the gap (or difference) 
between the average SFP grant allocations per square foot and average construction costs from 
1999-2003 to 2004-2007.  During the 1999-2003 period, SFP grant allocations were, on 
average, $100 per square foot lower than average construction costs per square foot.  During 
the 2004-2007 period, SFP grant allocations were, on average, $199 per square feet lower than 
average construction costs per square foot.   
 
Funding Allocations and SFP grant allocations per square foot covered 82 percent and 55 
percent, respectively, of construction costs per square foot for the 80 schools in this sample.    
 
Table 3.23:  Average per Square Foot SFP Grant Allocations and Construction Costs, by School 
Type 
School Type Number 


of 
schools  


Number 
of 
Square 
Feet per 
School 


SFP Grant 
Allocations 
per square 
foot 


Construction 
Costs per 
square foot 


Percent 
Construction 
Costs 
Covered by 
Funding 
Allocations 


Entire Group 80 79,728 $194 $352 55% 
Elementary 45 52,526 $177 $330 54% 
Middle 15 80,004 $211 $392 54% 
High 11 207,900 $208 $367 57% 
Non-Traditional 9 55,599 $227 $377 60% 
 
Median per square foot measures illustrated in Table 3.24 followed a similar pattern to the 
averages, as discussed above. 
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Table 3.24:  Median Total Revenue per Square Foot and Construction Costs per Square Foot, by 
School Type 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


Funding 
Allocations 
per square 
foot 


SFP Grant 
Allocations 
per square 
foot  


Construction 
costs per 
square foot 


Entire Group 80 57,134 $252 $165 $325 
Elementary 45 50,719 $250 $167 $316 
Middle 15 81,538 $297 $165 $325 
High 11 211,446 $242 $234 $360 
Non-Traditional 9 58,698 $262 $161 $423 


 
When examined by geographic region, as shown in Table 3.25, average Funding Allocations 
covered about 82 percent of the construction costs per square foot in all regions.  The percent of 
average construction costs per square foot covered by average Funding Allocations per square 
foot covered between 60 and 99 percent.  
 
Table 3.25:  Average per Square Foot Funding Allocations and Construction Costs, by 
Geographic Region 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


Funding 
Allocations 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
Construction 
Cost covered 
by Funding 
Allocations 


Entire Group 80 79,728 $288 $352 82% 
North Inland 17 54,636 $284 $356 80% 
North 
Coastal 22 79,111 $265 $342 77% 


South-Los 
Angeles 13 87,382 $235 $389 60% 


South-San 
Diego 28 90,998 $335 $340 99% 


 
As shown in Table 3.26, average SFP grant allocations covered about 55 percent of the 
construction costs per square foot in all regions.  The percent of average construction costs per 
square foot covered by average SFP grant allocations per square foot covered between 47 and 
67 percent of average construction costs. 
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Table 3.26:  Average per Square Foot SFP Grant Allocations and Construction Costs, by 
Geographic Region 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


SFP Grant 
Allocations 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
Construction 
Cost covered 
by SFP Grant 
Allocations 


Entire Group 80 79,728 $194 $352 55% 
North Inland 17 54,636 $167 $356 47% 
North 
Coastal 22 79,111 $170 $342 50% 


South-Los 
Angeles 13 87,382 $190 $389 49% 


South-San 
Diego 28 90,998 $229 $340 67% 


 
As shown in Table 3.27, median per square foot Funding Allocations covered between 63 and 
84 percent of construction costs per square foot across the regions.   
 
 
 
 
Table 3.27:  Median per Square Foot Funding Allocations and Construction Costs, by Geographic 
Region 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


Funding 
Allocations 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
Construction 
Cost covered 
by Funding 
Allocations 


Entire Group 80 57,134 $252 $325 78% 
North Inland 17 50,741 $291 $353 82% 
North 
Coastal 22 55,075 $245 $292 84% 


South-Los 
Angeles 13 51,909 $229 $364 63% 


South-San 
Diego 28 67,896 $293 $357 82% 


 
 
As shown in Table 3.28, median per square foot SFP grant allocations covered from 45 percent 
to 56 percent of construction costs per square foot across the regions. 
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Table 3.28:  Median per Square Foot SFP Grant Allocations and Construction Costs, by 
Geographic Region 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


SFP Grant 
Allocations 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
Construction 
Cost covered 
by SFP Grant 
Allocations 


Entire Group 80 57,134 $165 $325 51% 
North Inland 17 50,741 $159 $353 45% 
North 
Coastal 22 55,075 $146 $292 50% 


South-Los 
Angeles 13 51,909 $191 $364 52% 


South-San 
Diego 28 67,896 $200 $357 56% 


 


No Schools in this Sample Meet CDE Definition of a “Complete” School 
 
Macias also examined the extent to which the 86 schools in this sample met the CDE definition 
of a complete school.  For purposes of this analysis, a “complete” new school was constructed if 
it contained all the facilities identified in the CDE’s definition of a complete school.  While the 
CDE does not consider it necessary for a school to contain all these facilities to be considered 
“complete” and fully functional, and districts may chose to build some facilities and not others as 
meets their individual needs, for purposes of this analysis it was necessary to use a pre-defined 
set of facilities for a complete school.  Macias also examined the extent to which the schools in 
this sample partially constructed a new school with “complete” facilities by identifying schools 
that included all facilities of a similar type (e.g. administrative facilities, physical education 
facilities, a media/center library, multipurpose room) as identified in the CDE definition.   
 
To analyze whether a “complete” school was built for the nine schools in our sample with non-
traditional grade level combinations, Macias recoded these schools into one of the three 
traditional school type categories (elementary, middle, and high school) based on the highest 
grade level served by the school, because the CDE defines the facility requirements for a 
“complete” school according to these traditional categories.  One self-identified non-traditional 
school that served grades K-3 was recoded as an elementary school; one school that served 
grades 7-12 was recoded as a high school; and the other seven schools served the grade levels 
K-8 and were coded as middle schools. The sample of 86 schools contains 50 elementary, 23 
middle, and 13 high schools. It is important to note that for the purposes of analyzing the data, 
Macias made the assertion that it was the intent of the school district to build a “complete” 
school when that may not have been the case.  
 
None of the 86 schools in this sample contained all the facilities identified in the CDE description 
of a “complete” school.  As a result, Macias did not compare the Funding Allocation, SFP Grant 
Allocation, or Total Revenues and construction costs for “complete” and “other” schools as 
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originally planned.  Instead, Macias examined the extent to which the schools in this sample 
included the facilities identified in the CDE definition of a complete school.    
 
As shown in Table 3.29, about two-thirds (63 percent) of the schools built “complete” teaching 
stations, defined as building all types of teaching stations (standard grade level, special 
education, and specialized) and allocated at least the minimum amount of square feet for each 
standard teaching station.  Almost all (33 of 36) of the middle and high schools built included a 
media center or library.  Few schools (seven of 86) built all of the administrative facilities 
identified by the CDE.  And while half of all new elementary schools (26 of 50) built all of the 
identified physical education facilities, very few middle and high schools built all of the identified 
physical education facilities.  Although a theater or auditorium was not identified as a facility as 
part of a complete school, 12 schools built one (one elementary, one middle, and 10 high 
schools), including almost all high schools.  Four high schools built a stadium and three high 
schools built a pool, also facilities that the CDE did not identify as part of a complete school. 
 
Table 3.29:  Facilities Constructed As Part of the New Schools  


Number of Schools Containing All Identified 
Facilities within Category 


Facility Type Category(a) 


Entire Elementary Middle High 


Number of schools in Sample 86 50 23 13 
“Complete” school (all facilities) 0 0 0 0 


Teaching Stations 54 31 17 6 


Special Education Areas 10 3 5 2 


Administrative Facilities 7 3 2 2 


Media Center or Library(b) 33 --- 22 11 


Multipurpose Room/area 28 19 8 1 


Physical Education  33 26 4 3 


Additional Facilities (high school only) 7 --- --- 7 
(a)  See the list of facilities identified under each category on pages 15 – 20.  
(b) Identified as a complete school facility for middle and high schools only.  
 


Geographic Location, Frame Type, and Multi-Prime Construction Delivery Method Had 
Conclusive Effects on the Ability to Build a New School within State Funding Allocations   
 
Macias also examined the extent to which various factors in the design of a new school facility 
or the management of the construction process affected the ability of school districts to build the 
86 new schools in this sample within the amount of the Funding Allocations reported on the 
survey.  
 
This sample of 86 schools includes 50 elementary, 23 middle, and 13 high schools.  Macias 
coded the schools identified as having a non-traditional combination of grade levels into the 
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traditional school type categories (elementary, middle, and high school) to increase the sample 
size for analysis.   
 
The dependent variable used in this analysis is the ratio of the Funding Allocations (SFP Grant 
Allocation and expected local district contribution) to the cost of construction for the new school, 
as reported by the school district.  If the school was built within its reported Funding Allocations, 
then the value of the ratio was equal to or greater than 1.  If the school was not built within its 
reported Funding Allocations, then the value of the ratio was less than 1.  The average ratio of 
reported Funding Allocations to construction costs was 0.86.   The average ratio of SFP Grant 
Allocation to construction costs was 0.57.   
 
Macias conducted a multiple regression analysis to determine which, if any, of the following 
factors had a significant influence on the ratio of Funding Allocations to construction costs.  The 
data for the factors were gathered as part of the same survey questionnaire used to gather data 
on the sources of revenues and costs to construct each new school.   
 
The regression model considers the individual effects of each factor, holding constant all other 
factors included in the model.  The 21 factors examined in the model were:   


• Square feet per student 
• Geographic region (Northern California versus Southern California) 
• Construction of a multi-story building 
• Re-use of architectural plans 
• Use of “relocatable” teaching stations 
• Type of building material used (frame type) 


o Wood 
o Steel or Metal 
o Concrete or Concrete Block 
o Pre-fabricated material 
o Other  


• Construction delivery method used 
o Design-Bid-Build 
o Design-Build 
o Lease lease-back 
o General contracting 
o Multi-prime (District served as general contractor) 
o Contract Management or Contract Management At-Risk 
o Other 


• Whether or not specific additional facilities were built that are considered beyond the 
essential facilities of a “complete” school (theater/auditorium, pool, stadium, covered 
circulation) 


• Type of school 
o Elementary (reference case) 
o Middle 
o High school 
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Of the 86 schools in this sample, complete data on all the factors listed above was available for 
62 of the schools.  The multiple regression analysis showed that all of these factors combined 
explained 39 percent (R Square = 0.387) of the variation in the ratio of Funding Allocations to 
costs.  The analysis found that six of the 21 factors influenced the ratio of Funding Allocations to 
construction costs.  We could not determine whether or not the 15 other factors had an influence 
on the ratio, either because the factor does not have a significant effect on the ratio or because 
the size of the sample was too small.    
 
The analysis found that geographic region (Northern versus Southern California), a multi-prime 
construction delivery method, and four different frame types (Wood, Steel, concrete, and other 
frame type) influenced the ability of a district to build a school within the Funding Allocations.  
The manner in which each of these six factors influenced the ability of a district to build a new 
school within the Funding Allocations (defined as the ratio of Funding Allocations to construction 
costs for this analysis) is shown in Table 3.30 below.  If the coefficient is positive, the presence 
of the factor increased the ability of the district to build the school within the Funding Allocations 
(by increasing the ratio of Funding Allocations to construction costs); if the coefficient is 
negative, the factor reduced the ability of the district to build the school within the Funding 
Allocations (by decreasing the ratio of Funding Allocations to construction costs).  The value of 
the co-efficient is the amount that the ratio would change if the factor is applied to the 
construction of an individual school.    
 
Table 3.30:  Factors Influencing a District’s Ability to Build a New School within Funding 
Allocations 
Factor Coefficient t Significance 


level-a 
Geographic Location (School is located in 
Northern California) -0.414 -2.768 0.008 


Multi-prime (District served as the general 
contractor) used as a primary construction 
delivery method 


-0.404 -2.240 0.031 


Wood used as a primary frame type 0.456 2.603 0.013 
Steel/Metal Frame used as a primary frame 
type 0.454 2.290 0.027 


Concrete or concrete block used as a 
primary frame type -0.524 -2.171 0.036 


Other material (identified by district) as a 
primary frame type 0.859 2.591 0.013 


Note: A significance level that is lower than 0.05 indicates that the effect of this factor is statistically significant at 
the 95% confidence level.  
 
For the new schools constructed in Northern California, these schools had a ratio of Funding 
Allocations to construction costs that was 0.41 lower than that of identical schools built in 
Southern California.  This means that districts in Southern California were better able to build 
the schools within the Funding Allocation (had a higher ratio of Funding Allocation to 
construction costs) than those in Northern California, holding all other 19 factors constant.   
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Using multi-prime (the district served as the general contractor) as one of the primary 
construction delivery methods reduced the ability of the district to build the school within the 
Funding Allocations, compared to cases in which multi-prime was not used.  Districts that used 
multi-prime as a primary construction delivery method had a ratio of Funding Allocations to 
construction costs that was 0.40 lower than that of the schools that did not use it.  Of the 62 
schools, districts reported using multi-prime to build nine schools. 
 
Districts were asked in the survey to identify all the primary frame types used to construct the 
new school.  The use of wood, steel or metal frame, and “other” identified primary frame types 
increased the ability of a district to build a school within the Funding Allocations, and the use of 
concrete or concrete block reduced the ability of a district to build a school within the Funding 
Allocations.  For schools using steel or metal frame as one of the primary frame types in the 
construction of the new school, the ratio of Funding Allocations to construction costs that was 
0.45 higher than that of a comparable school that did not use steel or metal frame as a primary 
frame type.  This means that the use of steel or metal frame helped to keep costs lower relative 
to Funding Allocations, holding all 19 other factors constant.  Similarly, the use of wood 
increased the ratio of Funding Allocations to construction costs by 0.46 compared to those 
schools where wood was not used, and the use of “other” identified primary frame types 
increased the ratio by 0.86 (compared to not using “other”).  The use of concrete or concrete 
block as a primary frame type reduced the ratio by 0.52, compared to schools that did use 
concrete or concrete block as a primary frame type.  Of the 62 schools, 35 schools were built 
using steel or metal frame as one of the primary frame types, 36 were built using wood, six were 
built using concrete or concrete block, and two used “other” identified methods.  Given that only 
two schools in the sample of 62 schools were built using “other” primary frame types, it is 
possible that the apparent influential effect could be the result of unmeasured factors of these 
two schools.  These schools described their primary frame types as “Wood/Stucco”.  


Total Revenue for New School Construction was Higher than Construction Costs   
 
The purpose of this section is to provide an analysis of school district reported funding sources 
(Total Revenue) used for new school construction costs (construction costs) from 1999-2007. 
Total Revenue includes all funding used for the construction of the new school as reported on 
the survey by the school district.  This includes SFP grant allocations provided by OPSC, other 
state and federal grants, and all sources of local funding.   Sources of local funding include 
donations, developer fees, developer built, local bonds, Mello Roos Community Facility District 
funds, school facility improvement district funds, parcel taxes, redevelopment funds, and other 
sources.25    
 
During the eight-year period, average Total Revenue (e.g. SFP allocations, the local district’s 
matching share contributions, other state and federal grants, and other local funding sources) 
were $34,475,366 and average new school construction costs were $28,202,496.  The 
$6,272,871 difference between the average funding allocations and construction costs is 
statistically significant.  This means that the observed difference between Total Revenue and 
construction costs is so large that it is unlikely that the difference is due to random chance. 
                                                 
25 Macias did not include revenues for school districts that reported revenues from other local sources that were 
used for the local district’s matching share contribution.  
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However, the gap (or difference) between average Total Revenue and average new school 
construction costs did not change over the nine-year period.  There was not a statistically 
significant change in the average difference between Total Revenue and construction costs 
from the period of 1999-2003 to the period of 2004-2007.   
 
Year-to-year changes in the difference between average Total Revenue and construction costs 
were also not analyzed because of the small number of schools represented in the first and last 
year of the time period, as shown in Table 3.31 below.  For the same reason (insufficient sample 
size), the change in the gap (or difference) between average Total Revenue and construction 
costs was not analyzed by school type or by geographic region.26   


Average Total Revenue Covered Average New School Construction Costs for Seven of 
Nine Years  
 
Macias examined the extent to which Total Revenue covered the cost of new school 
construction for each year from 1999 to 2007 as shown in Table 3.31 and Chart 3.32.    
 
Average Total Revenue covered from 96 to 133 percent of average construction costs.  For 
seven of the nine years in the time period, average Total Revenue covered the cost of new 
school construction. For the years 2000 and 2001, average Total Revenue fell short by about 
$700,000 and $1.5 million, respectively.  
 
Table 3.31:  Average Total Revenue and Construction Costs, By Year of Start of Construction27 
Year of 
Start 


 Number of 
Schools 


Total Revenue Construction 
Costs 


Percent of Construction 
Costs Covered by Total 


Revenue 
1999 4 $67,914,802 $51,199,359 133% 
2000 6 $20,026,156 $20,712,788 97% 
2001 2 $32,739,426 $34,257,727 96% 
2002 9 $35,076,813 $26,277,602 133% 
2003 13 $49,336,228 $41,286,069 119% 
2004 24 $33,597,798 $27,433,886 122% 
2005 16 $28,579,515 $21,790,673 131% 
2006 11 $23,211,031 $19,845,783 117% 
2007 1 $31,583,509 $29,240,075 108% 
Total 86 $34,475,366 $28,202,496 122% 


 
                                                 
26 The first section of the report examined the change in the gap (or difference) between average funding 
allocations and construction costs from the period of 1999-2002 to the period of 2003-2007.There was an 
insufficient number of schools in this sample to replicate the same analysis because the schools were not evenly 
distributed across the eight-year period. 
27 The start of construction was based on the year reported for when the notice to proceed was given for 
construction to begin. 
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Chart 3.32:  Average Total Revenue and Construction Costs, By Year of Start of 
Construction28


 
 
To ensure that no outlying cases had an undue impact on the mean values used in the analysis 
above, Macias conducted a parallel analysis using median values.  The results are similar to the 
analysis using mean values.  Median Total Revenue covered from 96 to 157 percent of average 
construction costs, as shown in Table 3.33 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
28 The start of construction was based on the year reported for when the notice to proceed was given for 
construction to begin. 
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Table 3.33.  Median Total Revenue and Construction Costs, by Year of Start of Construction 
Year of 
Start 


Number of 
Schools 


 Total 
Revenue 


Construction 
Costs 


Percent of Construction 
Costs Covered by Total 


Revenue 
1999 4 $34,782,711 $22,147,283 157% 
2000 6 $19,045,291 $15,350,109 124% 
2001 2 $32,739,426 $34,257,727 96% 
2002 9 $18,771,051 $15,682,017 120% 
2003 13 $30,206,818 $24,971,569 121% 
2004 24 $23,713,799 $20,213,691 117% 
2005 16 $20,154,151 $14,974,541 135% 
2006 11 $22,289,161 $18,217,462 122% 
2007 1 $31,583,509 $29,240,075 108% 
Total 86 $22,354,143 $18,298,641 122% 


 


Average Total Revenue was Higher than Average New School Construction Costs for all 
school types and regions  
 
As shown in Table 3.34, Macias examined the extent to which Total Revenue covered the cost 
of new school construction for each type of school and region in our sample.  Total Revenues 
were higher than construction costs for each school type and region.  However, the analysis 
found that this difference was statistically significant only for elementary and middle schools.  
The differences between Total Revenues and construction costs for each region were not tested 
for statistical significance due to small sample sizes.    
 
For all 49 elementary schools in the sample, Total Revenue covered 131 percent of new school 
construction costs. Total Revenue averaged $21,843,463 and new school construction costs 
averaged $ 16,709,114. 
 
For all 16 middle schools in the sample, Total Revenue covered 129 percent of new school 
construction costs.  Total Revenue averaged $40,453,866 and new school construction costs 
averaged $ 31,444,045. 
 
For all 12 high schools in the sample, Total Revenue covered 110 percent of new school 
construction costs.  Total Revenue averaged $84,370,754 and new school construction costs 
averaged $76,426,699. 
 
For all 9 non-traditional schools in the sample, Total Revenue covered 126 percent of new 
school construction costs.  Total Revenue averaged $26,093,435 and new school construction 
costs averaged $ 20,715,883. 
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Table 3.34:  Total Revenue and Construction Costs by School Type 
School Type Number of 


schools  
Total Revenue Construction 


Costs 
Percent of 
construction 
costs covered by 
Total Revenue 


Entire Group 86 $34,475,366 $28,202,496 122% 
Elementary 49 $21,843,463 $16,709,114 131% 
Middle 16 $40,453,866 $31,444,045 129% 
High 12 $84,370,754 $76,426,699 110% 
Non-Traditional 9 $26,093,435 $20,715,883 126% 
 
Because of the small sample sizes, Macias also examined the extent to which median Total 
Revenue covered the cost of new school construction for each type of school in our sample as 
shown in Table 3.35.  When the median Total Revenue and constructions are examined, the 
Total Revenue for each school type is higher than all of the median construction costs.  The 
percentage of costs covered by Total Revenues is lower than when the averages are examined, 
except for the non-traditional combination of schools (primarily schools with a combination of 
grades K-8), where it is 155 percent.   
 
Table 3.35:  Median Total Revenue and Construction Costs by School Type.  
School Type Number of 


schools  
Total Revenue Construction 


Costs 
Percent of 
Construction 
Costs Covered 
by Total 
Revenue 


Entire Group 86 $22,354,143 $18,298,641 122% 
Elementary 49 $17,833,980 $15,436,571 116% 
Middle 16 $29,724,496 $25,353,502 117% 
High 12 $74,582,118 $73,566,736 101% 
Non-Traditional 9 $28,394,901 $18,321,593 155% 
 
When examined by geographic region, as shown in Table 3.36, average Total Revenue covered 
average construction costs in each region.  The percent of construction costs covered by Total 
Revenue ranged from 108 to 137 percent in each region.  In two regions of comparable sample 
size, Total Revenue covered a slightly higher percentage of construction costs in the South-San 
Diego region compared to the North Coastal region.  North Inland had the highest percentages.  
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Table 3.36:  Average Total Revenue and Construction Costs by Geographic Region 
School Type Number of 


schools  
Total Revenue Construction 


Costs 
Percent of 
Construction 
Costs Covered 
by Total 
Revenue 


Entire Group 86 $26,093,435 $20,715,883 126% 
North Inland 19 $29,666,483 $21,713,790 137% 
North Coastal 26 $30,116,503 $26,864,802 112% 
South-Los 
Angeles 


13 $37,284,143 $34,648,090 108% 


South-San 
Diego 


28 $40,481,978 $30,855,093 131% 


 
Table 3.37 shows the median Total Revenue covering average construction costs in each 
region.  
 
Table 3.37:  Median Total Revenue and Construction Costs by Geographic Region 
School Type Number of 


schools  
Total Revenue Construction 


Costs 
Percent of 
Construction 
Costs Covered 
by Total 
Revenue 


Entire Group 86 $22,354,143 $18,298,641 122% 
North Inland 19 $22,806,200 $16,079,440 142% 
North Coastal 26 $18,158,657 $15,623,127 116% 
South-Los 
Angeles 13 $21,395,507 $20,038,013 107% 


South-San 
Diego 28 $30,666,939 $23,373,796 131% 


 


Total Revenue per Pupil Were Higher than Construction Costs per Pupil During the 1999-
2007 Period 


 
This section of the analysis is based on 66 schools.  In the survey, districts reported the total 
number of pupils for 70 of the 86 schools that had complete Funding Revenues and construction 
cost data reported.  Of these 70 schools, districts did not report data on the year of construction 
start for three of these schools; as a result, these three schools were excluded from the analysis 
because Total Revenue and construction costs could not be adjusted for inflation.  One more 
school was excluded because the number of pupils reported (100 – an outlier) created a very 
high per pupil ratio, which distorted the mean and median statistics for the entire sample of 66 
schools.  Year-to-year comparisons and analysis of changes in the ratios from the beginning to 
the end of the nine-year time period were not made due to the uneven distribution and resulting 
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small sample size of schools per year for certain years within the time period 1999-2007, as 
shown in Table 3.38 below.   


 
Table 3.38:  Distribution of Schools in Sample by Year of Construction Start 


Year of 
Construction 
Start 


Number of schools  Percent of Sample  


1999 3 4.5 
2000 5 7.6 
2001 2 3.0 
2002 5 7.6 
2003 10 15.2 
2004 16 24.2 
2005 13 19.7 
2006 11 16.7 
2007 1 1.5 
Total 66 100 


 
During the nine-year period, average Total Revenue per pupil was $31,399 and average new 
school construction costs per pupil were $25,512 during 1999-2007, as shown in Table 3.39 
below.  The $5,887 difference between the average Total Revenue and construction costs is 
statistically significant.  The findings are similar when examined by school type.  For all 37 
elementary schools in the sample, Total Revenue per pupil averaged $31,232 and new school 
construction costs per pupil averaged $23,936 – a difference of $7,296 that was statistically 
significant.   
 
Table 3.39:  Average Total Revenue per pupil and Construction Costs per pupil, by School Type 
School Type Number 


of 
schools  


Number of 
pupils per 
school 


Total Revenue 
per pupil 


Average 
Construction 
Cost per pupil 


Entire Group 66 1,050 $31,399 $25,512 
Elementary 37 712 $31,232 $23,936 
Middle 10 1,062 $25,719 $22,070 
High 11 2,252 $38,209 $34,404 
Non-
traditional 8 943 $29,912 $24,879 


 
Table 3.40 below shows the median Total Revenue per pupil versus construction costs per pupil by 
school type.  
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Table 3.40:  Median Total Revenue per pupil and Construction Costs per pupil, by School Type 
School Type Number 


of 
schools  


Number of 
pupils per 
school 


Total Revenue 
per pupil 


Median 
Construction 
Cost per pupil 


Entire Group 66 768 $27,609 $22,503 
Elementary 37 737 $26,883 $21,881 
Middle 10 980 $24,249 $21,642 
High 11 2,500 $37,303 $34,730 
Non-
traditional 8 1,069 $30,897 $21,553 


 
When examined by geographic region, as shown in Tables 3.41, average Total Revenue per 
pupil covered construction costs per pupil in all of the regions. Average Total Revenue per pupil 
covered 103 to 137 percent of the cost of construction.  


 
Table 3.41:  Average per Pupil Total Revenue and Construction Costs, by Geographic Region 
School Type Number of 


schools 
per region  


Total 
Revenue per 
pupil  


Construction 
costs per 
pupil 


Percent of per 
pupil construction 
costs  covered by 
Total Revenue  


Entire Group 66 $29,912 $24,879 120% 
North Inland  17 $28,863 $24,262 119% 
North Coastal 23 $28,768 $24,577 117% 
South-Los 
Angeles 4 $35,846 $34,835 103% 


South-San Diego 22 $35,302 $25,760 137% 
 
When the medians are examined, Total Revenue covers the cost of new school construction, 
ranging from 100 percent to 143 percent, as shown in Table 3.42 below.   
 
Table 3.42:  Median Per Pupil Total Revenue by Geographic Region 
School Type Number 


of 
schools  


Total Revenue 
per pupil  


Construction 
Costs per 
pupil 


Percent of 
construction 
costs covered by 
Total Revenue  


Entire Group 66 $30,897 $21,553 143% 
North Inland 17 $30,108 $22,504 134% 
North Coastal 23 $24,348 $21,949 111% 
South-Los Angeles 4 $33,240 $33,231 100% 
South-San Diego 22 $32,354 $24,545 132% 
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Total Revenue per Square Foot Was Higher than Construction Costs for New Schools per 
Square Foot  
 
This section of the analysis is based on 80 schools.  As shown in Table 3.43, average Total 
Revenue was $436 per square foot and average new school construction costs were $352 per 
square foot.  The $84 per square foot difference between the average Total Revenue and 
construction costs is statistically significant.  This means that the differences are so large that it 
is unlikely that the observed differences are due to random chance.  There was no statistically 
significant change in the size of the gap (or difference) between Total Revenue and construction 
costs per square foot for new schools, from 1999-2003 to 2004-2007.  
 


Total Revenue per Square Foot Was Higher than Construction Costs per Square Foot for 
Each School Type  
 
For the 45 elementary schools in the sample, Total Revenue was $421 per square foot and new 
school construction costs were $330 per square foot – a $91 per square foot difference that is 
statistically significant.   
 
For the 15 middle schools in our sample, Total Revenue was $479 per square foot and new 
school construction costs were $392 per square foot – a difference of $87 per square foot.   
 
For the 11 high schools in our sample, Total Revenue was $405 per square foot and new school 
construction costs were $367 per square foot — a difference of $38 per square foot.    
 
For the 9 non-traditional schools in our sample, Total Revenue was $483 per square foot and 
new school construction costs were $377 per square foot – a difference of $106 per square foot.  
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Table 3.43:  Average per Square Foot Total Revenue and Construction Costs, by School Type  


School Type Number 
of 
schools  


Number 
of 
Square 
Feet per 
School 


Total 
Revenue per 
square foot 


Construction 
Costs per 
square foot 


Percent of 
Construction 
Costs 
Covered by 
Total 
Revenues 


Entire Group 80 79,728 $436 $352 124% 
Elementary 45 52,526 $421 $330 128% 
Middle 15 80,004 $479 $392 122% 
High 11 207,900 $405 $367 110% 
Non-
Traditional 9 55,599 $483 $377 128% 


 
As shown in Table 3.44, median per square foot measures followed a similar pattern to the 
averages, as discussed above. 
 
Table 3.44:  Median Total Revenue per Square Foot and Construction Costs per Square Foot, by 
School Type 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


Total 
Revenue 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
Construction 
Costs 
Covered By 
Total 
Revenues 


Entire Group 80 57,134 $370 $325 114% 
Elementary 45 50,719 $364 $315 116% 
Middle 15 81,538 $356 $325 110% 
High 11 211,446 $412 $360 114% 
Non-Traditional 9 58,698 $479 $423 113% 


 
When examined by geographic region, as shown in Table 3.45, average Total Revenue per 
square foot was higher than constructions costs per square foot for all regions.  The percent of 
average construction costs per square foot covered by average Total Revenue per square foot 
ranged from 115 to 139 percent of average construction costs.    
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Table 3.45:  Average per Square Foot Total Revenue and Construction Costs, by Geographic 
Region 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


Total 
Revenue 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
construction 
cost covered 
by Total 
Revenue 


Entire Group 80 79,728 $436 $352 124% 
North Inland 17 54,636 $435 $356 122% 
North 
Coastal 22 79,111 $393 $342 115% 


South-Los 
Angeles 13 87,382 $437 $389 112% 


South-San 
Diego 28 90,998 $471 $340 139% 


 
As shown in Table 3.46, median Total Revenue per square foot was higher than constructions 
costs per square foot for all regions.     
 
Table 3.46:  Median per Square Foot Total Revenue and Construction Costs, by Geographic 
Region 


School Type Number 
of 
schools  


Number 
of 
square 
feet per 
school 


Total 
Revenue 
per square 
foot 


Construction 
costs per 
square foot 


Percent 
construction 
cost covered 
by Total 
Revenue 


Entire Group 80 57,134 $370 $325 114% 
North Inland 17 50,741 $451 $353 128% 
North 
Coastal 22 55,075 $326 $292 112% 


South-Los 
Angeles 13 51,909 $370 $364 102% 


South-San 
Diego 28 67,896 $400 $357 112% 


 


All Factors Examined Except for the Use of Steel and Metal Frame Types and Design-
Build Methods Have No Conclusive Effect on the Ability to Build a New School within 
Reported Total Revenues   
 
Macias also examined the extent to which various factors in the design of a new school facility 
or the management of the construction process had an effect on the ability of school districts to 
build the 86 new schools in this sample within the amount of the Total Revenue reported on the 
survey that was used for the school’s construction.  
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This sample of 86 schools includes 50 elementary, 23 middle, and 13 high schools.  Macias 
coded the schools identified as having a non-traditional combination of grade levels into the 
traditional school type categories (elementary, middle, and high school) to increase the sample 
size for analysis.   
 
The dependent variable used in this analysis is the ratio of the Total Revenue to the cost of 
construction for the new school, as reported by the school district.  If the school was built within 
its reported Total Revenue, then the value of the ratio was equal to or greater than 1.  If the 
school was not built within its reported Total Revenue, then the value of the ratio was less than 
1.  The average ratio of reported Total Revenue to construction costs was 1.24.   The average 
ratio of Funding Allocations to construction costs was 0.86 and the average ratio of SFP Grant 
Allocation to construction costs was 0.57.   
 
Macias conducted a multiple regression analysis to determine which, if any, of the following 
factors had a significant influence on the ratio of Total Revenue to construction costs.  The data 
for the factors were gathered as part of the same survey questionnaire used to gather data on 
the sources of revenues and costs to construct each new school.   
 
The regression model considers the individual effects of each factor, holding constant all other 
factors included in the model.  The 21 factors examined in the model were:   


• Square feet per student 
• Geographic region (Northern California versus Southern California) 
• Construction of a multi-story building 
• Re-use of architectural plans 
• Use of “relocatable” teaching stations 
• Type of building material used (frame type) 


o Wood 
o Steel or Metal 
o Concrete or Concrete Block 
o Pre-fabricated material 
o Other  


• Construction delivery method used 
o Design-Bid-Build 
o Design-Build 
o Lease lease-back 
o General contracting 
o Multi-prime (District served as general contractor) 
o Contract Management or Contract Management At-Risk 
o Other 


• Whether or not specific additional facilities were built that are considered beyond the 
essential facilities of a “complete” school (theater/auditorium, pool, stadium, covered 
circulation) 


• Type of school 
o Elementary (reference case) 
o Middle 
o High school 
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Of the 86 schools in this sample, complete data on all the factors listed above was available for 
62 of the schools.  The multiple regression analysis showed that all of these factors combined 
explained 56 percent (R Square = 0.56) of the variation in the ratio of revenues to costs.29 The 
analysis found that two of the 21 factors influenced the ratio of revenues to construction costs.  
We could not determine whether or not the 19 other factors had an influence on the ratio, either 
because the factor does not have a significant effect on the ratio or because the size of the 
sample was too small.    
 
The analysis found that schools using steel or metal frame as one of the primary frame types in 
the construct of the new school had a ratio of revenues to construction costs that was 0.41 
higher than that of schools that did not use steel or metal frame.  This means that the use of 
steel or metal frame helped to keep costs lower relative to revenues, holding all 19 other factors 
constant.  Of the 62 schools, 35 schools were built using steel or metal frame as one of the 
primary frame types.  The other influential factor identified was the use of design-build as a 
construction delivery method.  Schools constructed using this as one of the delivery methods 
had a ratio of revenues to construction costs that was 0.47 higher than that of schools that did 
not use design-build as one of the construction delivery methods, holding all 19 other factors 
constant.  However, only four schools in the sample of 62 schools were built using this 
construction delivery method, making it possible that the apparent influential effect could be the 
result of unmeasured factors of these four schools.  
 


                                                 
29 An F statistic of 2.602 shows the estimated coefficients of these factors is jointly significant at the 0.005 level. 
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Chapter 4: Case Studies of New School Construction Projects 
Overview 
 
Based on the survey results submitted by the school districts, we selected six case studies to 
provide information on individual school construction projects.   The case studies include two 
sets of three new school construction projects. One set of schools – one elementary, one 
middle, and one high school – contained new schools built within the Funding Allocations (e.g. 
SFP grant allocations and the local district’s matching share contributions) received for the 
construction of the new school.  The other set of schools – one elementary, one middle, and one 
high school – contained new schools that were not built within the Funding Allocations received 
for the construction of the new school.    
 
This section includes data on the extent to which SFP grant allocations covered total 
construction costs, as well as whether the District exceeded or built the school within its own 
defined construction budget. This section provides information on facility features and other 
characteristics of the schools. It is important to note that the information contained in this section 
is self-reported by each school district. 
 
Macias cautions that conducting six case studies is not sufficient to identify actual trends and 
patterns among the group and should not be considered in decision-making on the adequacy of 
construction allocations.  The results cannot be projected to the general population of schools.  
 
It is important to note that for the purposes of analysis of the data, Macias asserted that Funding 
Allocations reported by the school district was the “expected” budget for the school’s 
construction even though the six school districts reported using other revenue sources.  
 
The case studies for the two elementary schools show contrasting features in size, pupil 
capacity, square foot per pupil, construction delivery methods, re-use of plans, and use of 
“relocatable” classrooms. Each has some variation in the use of primary frame types, flooring, 
roof types, and the extent that it built the components of a “complete” school.  
 
The case studies for the two middle schools show contrasting features in size, pupil capacity, 
and square foot per pupil, but both were built using existing architectural plans and the same 
flooring type.  Neither school built support facilities for Title 1 academic support, a parent room, 
or an outdoor dining area, but the schools differed in building facilities for track, soccer, and 
softball field areas; a gymnasium and locker room and support facilities for a psychologist.  
 
The case studies for the two high schools show that each of them were multi-story and did not 
utilize “relocatable” facilities. The two high schools also included most of the components of a 
“complete school” as described by CDE, but neither of them built a pool. The high schools 
differed in constructing facilities for a student store, support facilities for Title 1 academic 
support, student record storage, and a security office.  
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Each of the high schools constructed additional facilities that were not described by CDE as 
components of “complete” school. One of the high schools constructed a time-out room, 
changing room, adaptive Physical Education facility, and life skills facility with kitchenette, and 
the other high school built a theatre/auditorium and a special needs area within its physical 
education spaces. 
 
Table 4.0 illustrates the variability of the features and characteristics among the six case 
studies.  
 
Table 4.0: Summary of Case Study Construction Features and Characteristics for Six New 
Schools 


 Elementary 
School 1 – 
South Los 
Angeles 


(Built within 
Funding 


Allocations) 


Elementary 
School 2 – 


North 
Inland 


Middle 
School 3 – 
South Los 
Angeles 


(Built within 
Funding 


Allocations) 


Middle 
School 4 – 
South Los 
Angeles 


 


High School 
5 – 


North Inland 
(Built within 


Funding 
Allocations) 


High School 
6 – 


South Los 
Angeles 


Size (square 
feet) 


64,000 42,635 98,362 74,300 194,841 231,392 


Pupil capacity 1,250 530 1,242 735 1,800 2,500 
Square feet 
per pupil 


51 80 79 101 108 93 


Completion 
date 


2005 2007 2007 NA NA 2006 


Construction 
delivery 
method 


Multi-prime Construction 
management 


 
Construction 
management 


at risk 


Design-bid-
build 


Design-bid-
build 


 
Multi-prime 
with District 
serving as 


general 
contractor 


 
Contract 


management 
/ Contract 


management 
at-risk 


Design-bid-
build 


 
General 


contracting 


General 
contracting 


Re-use of  
plans 


No Yes Yes Yes Yes No 


Primary frame 
type 


Wood 
 


Steel/Metal 
Frame 


Wood Concrete/ 
concrete 


block 


Concrete/ 
concrete 


block 
 


Prefabricated 
material 


Wood/steel 
 


Metal frame 


Steel/metal 
frame 


 
Concrete/ 
concrete 


block 
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 Elementary 
School 1 – 
South Los 
Angeles 


(Built within 
Funding 


Allocations) 


Elementary 
School 2 – 


North 
Inland 


Middle 
School 3 – 
South Los 
Angeles 


(Built within 
Funding 


Allocations) 


Middle 
School 4 – 
South Los 
Angeles 


 


High School 
5 – 


North Inland 
(Built within 


Funding 
Allocations) 


High School 
6 – 


South Los 
Angeles 


Primary 
flooring type 


Carpet 
Vinyl / 


linoleum Tile  


Vinyl / 
linoleum 
Carpet 
Wood 


Vinyl / 
linoleum 
Carpet 


Vinyl / 
linoleum 
Carpet 


Vinyl / 
linoleum 
Carpet 


Tile 
Wood 


Vinyl/linoleum  
Tile 


Painted/ 
finished 
concrete 


Primary roof 
type  


Metal Metal 
PVC 


Metal Bituminous 
built-up 
Metal 


Metal 
PVC 


 


Bituminous 
built-up 
Metal 


Total revenue 
used for the 
project 
(District 
reported) 


$37,191,898 
 


$18,601,627 $25,050,910 $44,116,584 $81,298,285 $87,292,897 


Funding 
Allocations 


$37,191,898 $12,401,086 $19,475,673,  $14,431,148 $50,195,652 $46,704,241 


Total 
construction 
costs  


$20,869,638 $19,369,821 17,750,661 $37,645,781 $46,623,508 $77,399,128 
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Case Study 1 – Elementary School That Was Able To Be Built Within the Total Funding 
Revenue for the Project (Southern California – South Los Angeles Region)  
 
The urban elementary school has 64,000 square feet of interior space and situated on 9 acres.  
The “Notice to Proceed” authorization was issued in September 2003 and the school was 
completed by August 2005.  The school district was able to build the new school within the 
available funding provided for the project. 
 
The school district used one type of construction delivery methods:  multi-prime with the district 
serving as the general contractor. The District did not utilize an existing architecture plan for this 
school, or utilize “relocatable” teaching stations. 
 
The primary frame type of the new elementary school was wood, steel and metal. The primary 
types of finished flooring products included carpet, vinyl/linoleum and composition tile.  The 
primary materials used for the roof were metal.  
 
The elementary school built many of the components of a “complete” school as defined by CDE 
and shown in Table 4.1 on the following page. The District reported that it did not build 
additional support facilities, such as a Speech specialist office, psychologist office, Resource 
Specialist Program area, and Title 1 academic support areas in addition to teaching stations.  
Forty-eight teaching stations are included in the school. Thirty-eight are grade 1-6 standard 
teaching stations; four are for specialized teaching stations for science, art, music, and/or 
computer/data lab, and six are for kindergarten.  The district allocated 1,350 square feet for 
each kindergarten teaching station and 960 square feet for each standard teaching station.  
 
The elementary school did not build the following facilities: Special education specific 
classrooms or for Title 1 academic support; or administrative facilities such as a parent room, 
student record storage, and space for pre-school buildings.  The CDE has identified these types 
of facilities as essential for a “complete” school.  
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Table 4.1: Components of a Complete School Built for Elementary School Case Study 1. 


Components of a “complete” school District 
Reported 
Data 


Classroom  (48,000 square feet)  
• Standard classrooms supporting both small group and 


large group instruction  
Yes 


• Kindergarten classrooms  Yes 


• Specialized classrooms for science, art, and music  Yes 


• Classrooms and support spaces for special education  No 


Physical Education Space  
• Hardcourts with a variety of fixed equipment to 


accommodate basketball and other activities  
Yes 


• Turf and field areas  Yes 


• Apparatus area  Yes 


Support Facilities  
• Computer Room  Yes 


• Small group areas  Yes 


• Resource Specialist Program (RSP) area  No 


• Speech specialist office  No 


• Psychologist office  No 


• Academic support such as Title 1  No 


Common Essential Facilities  
• Media/center library  (2,500) square feet) Yes 


• Administration  Yes 


o Principal's office  Yes 


o Vice Principal's office  No 


o Office space for itinerant staff  Yes 


o Health professional office  Yes 


o Conference areas  Yes 


o Teacher workroom  Yes 


o Staff room  Yes 


o Parent room  No 
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o Student record storage  No 


o General storage  Yes 


• Multipurpose Room (4,000 square feet)             Yes 


o Dining area   Yes 


o Food service (preparation or serving)  Yes 


o Stage  (400 square feet) Yes 


o Outdoor dining area  Yes 


o Storage for chairs and tables  Yes 


Infrastructure  
• Staff restrooms  Yes 


• Student restrooms  Yes 


• Storage rooms  Yes 


• Custodian room(s)  Yes 


• Mechanical, data and electrical space  Yes 


• Staff parking area  Yes 


• Covered circulation  Yes 


• Space for preschool buildings  No 


 
The school district reported total construction costs of $20,869,638.  Funding Allocations (i.e. 
SFP grant allocations and the local district’s matching share contribution) totaled $37,191,898, 
which covered 178 percent of the cost of construction. SFP grant allocations of $20,094,082 
covered 96 percent of the costs.   
 
The school district attributes its ability to build the school within budget to one factor: use of an 
in-house Architect and Construction Manager to oversee the project.   
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Case Study 2 – Elementary School That Was Not Able To Be Built Within the Total 
Funding Revenue for the Project (Northern California – North Inland Region)  
 
The urban elementary school has 42,635 square feet of interior space situated on 8.97 acres. 
The “Notice to Proceed” authorization was issued in June 2006 and the school was completed 
by December 2007. The school district was not able to build the new school within the available 
funding provided for the project. 
 
The school district used one type of construction delivery method: construction 
management/construction management at risk. The district made substantial use of one existing 
architectural plan. The school does not have “relocatable” teaching units. 
 
The primary frame type of the new elementary school is wood. The primary types of finished 
flooring products included vinyl/linoleum, carpet and wood.  The primary materials used for the 
roof was metal and PVC.  
 
The elementary school built most of the components of a “complete” school as defined by CDE 
and shown in Table 4.2 on the following page. Twenty-five teaching stations within the school, 
sixteen of which are standard, six are for special education, two are for kindergarten, and one is 
a specialized teaching station.  However, the school district reported that the teaching stations 
for kindergarten are less than the essential component for classroom size of 1,350 square feet 
and less than 960 square feet for each standard teaching station. 
 
The elementary school did not build support facilities for computers, or a Vice Principal’s office, 
all of which are described by CDE as essential components for a “complete” school.  
 
The school district reported that it built occupational therapy space and provided playground 
structures, which are not included as essential components for a “complete” school. 
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Table 4.2: Components of a “Complete” School built for Elementary School Case Study 2. 


Components of a “complete” school District Reported 
Data 


Classroom  (28,849 square feet)  
• Standard classrooms supporting both small group and 


large group instruction  
Yes 


• Kindergarten classrooms  Yes 
• Specialized classrooms for science, art, and music  Yes 
• Classrooms and support spaces for special education  Yes 


Physical Education Space  
• Hardcourts with a variety of fixed equipment to 


accommodate basketball and other activities  
Yes 


• Turf and field areas  Yes 
• Apparatus area  Yes 


Support Facilities  
• Computer Room  No 
• Small group areas  Yes 
• Resource Specialist Program (RSP) area  Yes 
• Speech specialist office  Yes 
• Psychologist office  Yes 
• Academic support such as Title 1  No 


Common Essential Facilities  
• Media/center library  (1,579 square feet) Yes 
• Administration  Yes 


o Principal's office  Yes 


o Vice Principal's office  No 


o Office space for itinerant staff  Yes 


o Health professional office  Yes 


o Conference areas  Yes 


o Teacher workroom  Yes 


o Staff room  Yes 


o Parent room  Yes 


o Student record storage  Yes 


o General storage  Yes 


• Multipurpose Room  (4,950 square feet) Yes 
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o Dining area  Yes 


o Food service (preparation or serving)  385 square 
feet 


Yes 


o Stage (1,007 square feet) Yes 


o Outdoor dining area  Yes 


o Storage for chairs and tables  Yes 


Infrastructure  
•     Staff restrooms  Yes 
•     Student restrooms  Yes 
•     Storage rooms  Yes 
•     Custodian room(s)  Yes 
•     Mechanical, data and electrical space  Yes 
•     Staff parking area  Yes 
•     Covered circulation  Yes 
•     Space for preschool buildings  No 


 
The school district reported total construction costs of $19,369,821. Funding Allocations (e.g. 
SFP grant allocations and the local district’s matching share contribution) totaled $12,401,086, 
which covered 64 percent of the cost of construction. SFP grant allocations of $6,200,542 
covered 32 percent of costs.   
 
The school district did not report on the primary reasons for exceeding the original contract 
estimate for the elementary school construction project. 
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Case Study 3 – Middle School That Was Able To Be Built Within the Total Funding 
Revenue for the Project (Southern California - South Los Angeles Region)   
 
The suburban, single-story building middle school has 98,362 square feet of interior space and 
situated on about 27 acres. The “Notice to Proceed” authorization was received on November 
2002 and Date of Occupancy was issued on February 2007. The school district was able to 
build the new school within the available funding provided for the project. 
 
Construction delivery methods was design, bid, build. The District made substantial use of one 
existing architectural plan and built 16 “relocatable” teaching stations to effectively use the site 
space. 
 
The primary frame type of the new middle school was concrete.  The primary types of finished 
flooring products included vinyl, linoleum, and carpet. The primary materials used for the roof 
was metal. 
 
The middle school built most of the components of a “complete” school as defined by CDE and 
shown in Table 4.3 on the following page. There are 46 teaching stations, two of which are 
dedicated to Special Education, twelve to specialized needs such as science (lab and non-lab), 
art, language, career technical instruction, music, and/or computer/data lab. The district 
allocated at least 960 square feet for each standing teaching station.   
 
The middle school did not build some support facilities for psychologist or for Title 1 academic 
support; or a parent room. The school also did not include covered circulation. The school did 
not include adjunct serving area or outdoor dining area.  The CDE has identified these types of 
facilities as components of a “complete” school.  
 
The school district reported building a kitchen and laundry room for life skills, which is not 
defined as a component of a “complete” school. 
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Table 4.3: Components of a “Complete” School built for Middle School Case Study 3 


Components of a “complete” school District Reported 
Data 


Classroom (46,575 square feet)  
• Standard classrooms supporting both small group and 


large group instructions  
Yes 


• Specialized classrooms for science (both lab and non-
lab), art, language, career technical instruction, and 
music  


Yes 


• Classrooms for special education and special education 
support spaces  


Yes 


• Facilities for performing arts (can be in multipurpose 
room)  


Yes; Multi-
purpose 


room 


Physical Education Space  
• Gymnasium  (8,057 square feet) Yes 


• Shower/locker room  Yes 


• Office of physical education teachers  Yes 


• Physical education classroom  Yes 


• Storage for equipment  Yes 


• Hardcourts with a variety of fixed equipment to 
accommodate basketball and other activities  


Yes 


• Field areas including track, soccer, and softball  No 


Support Facilities  
• Computer Room  Yes 


• Small group areas  Yes 


• Resource Specialist Program (RSP) area  Yes 


• Speech specialist office  Yes 


• Psychologist office  No 


• Academic support such as Title 1  No 


Common Essential Facilities  
• Media/center library  (6,687 square feet) Yes 


• Administration  Yes 


o Principal's office  Yes 
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o Vice Principal(s)' office  Yes 


o Counselor(s)' office  Yes 


o Office space for itinerant staff  Yes 


o Health professional office  Yes 


o Conference areas  Yes 


o Teacher workroom  Yes 


o Staff room  Yes 


o Parent room  No 


o Clerical support  Yes 


o Student record storage  Yes 


o General storage  Yes 


• Multipurpose Room  (17,248 square feet) Yes 


o Dining area Yes 


o Food service (preparation or serving) (3,138 sq. ft) Yes 


o Adjunct serving areas  No 


o Stage (1,430 square feet) Yes 


o Outdoor dining area  No 


o Storage for chairs and tables  Yes 


Infrastructure  
• Staff restrooms  Yes 


• Student restrooms  Yes 


• Storage rooms  Yes 


• Custodian room(s)  Yes 


• Mechanical, data and electrical space  Yes 


• Staff parking area  Yes 


• Covered circulation  No 


 
The school district reported total construction costs of $17,750,661. Funding Allocations (e.g. 
SFP grant allocations and the local district’s matching share contribution) totaled $19,475,673, 
which covered 110 percent of the cost of construction.  SFP grant allocations of $15,604,977 
covered 88 percent of the costs.  
 
The school district primarily attributes its ability to construct the school within the funding 
sources available to the fact that the district made many cuts during the planning phase. 
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Case Study 4 – Middle School That Was Not Able To Be Built Within the Total Funding 
Revenue for the Project (Southern California – South Los Angeles Region)  
 
The urban middle school is situated on 26 acres and has 74,300 square feet of interior space. 
The “Notice to Proceed” authorization was issued on October 2004 and the completion date was 
not reported by the school district.  The school district was not able to build the new school 
within the available funding provided for the project. 
 
The school district reported using multiple construction methods of delivery that included: 
Design-bid-build, Multi-prime with the district serving as general contractor, and Contract 
Management or Contract Management at-risk. The district made substantial use of one existing 
plan. The new school includes 17 “relocatable” teaching stations reportedly chosen for their 
cost-effectiveness over other types of structures. 
 
The primary frame type for the middle school was concrete/concrete block and prefabricated 
material. The primary types of finished flooring products included vinyl/linoleum and carpet. The 
primary materials used for the roof were bituminous built-up and metal. 
 
The school district reported building most of the components of a “complete” middle school as 
defined by CDE and shown in Table 4.4 on the following page.  Twenty-six standard teaching 
stations, two special education teaching stations, and seven specialized teaching stations for 
science (lab or non-lab), art, language, career technical instruction, music, and/or computer/data 
lab. At least 960 square feet were allocated to each standard teaching station. 
 
Special education areas within the middle school included: Resource Specialist Program (RSP) 
area; office space for psychologist and/or counseling program(s); and space for speech and 
language program(s). 
 
The middle school did not build a physical education classroom, outdoor dining areas, support 
facilities for Title 1 academic support, or a parent room, but did include covered circulation and a 
stage, and office space for itinerant staff. The CDE has identified these types of facilities as 
essential for a “complete” school.  
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Table 4.4: Components of a “Complete” School built for Middle School Case Study 4 


Components of a “complete” school District Reported 
Data 


Classroom (44,218 square feet)  
• Standard classrooms supporting both small group    
            and large group instructions  


Yes 


• Specialized classrooms for science (both lab and 
non-lab), art, language, career technical instruction, 
and music  


Yes 


• Classrooms for special education and special 
education support spaces  


Yes 


• Facilities for performing arts (can be in multipurpose 
room)  


Yes; Multi-purpose 
room 


Physical Education Space  
• Gymnasium   No 
• Shower/locker room  No 
• Office of physical education teachers  Yes 
• Physical education classroom  No 
• Storage for equipment  Yes 
• Hardcourts with a variety of fixed equipment to 


accommodate basketball and other activities 
Yes 


• Field areas including track, soccer, and softball  Yes 
Support Facilities  


• Computer Room  Yes 
• Small group areas  Yes 
• Resource Specialist Program (RSP) area  Yes 
• Speech specialist office  Yes 
• Psychologist office  Yes 
• Academic support such as Title 1  No 


Common Essential Facilities  
• Media/center library  (5,520) Yes 
• Administration  Yes 


o Principal's office  Yes 


o Vice Principal(s)' office  Yes 


o Counselor(s)' office  Yes 


o Office space for itinerant staff  No 


o Health professional office  Yes 
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o Conference areas  Yes 


o Teacher workroom  Yes 


o Staff room  Yes 


o Parent room  No 


o Clerical support  Yes 


o Student record storage  Yes 


o General storage  No 


• Multipurpose Room  ( 10,100 square feet) Yes 
o Dining area  (2,784 square feet) Yes 


o Food service (preparation or serving)  Yes 


o Adjunct serving areas  Yes 


o Stage (854 square feet) Yes 


o Outdoor dining area  No 


o Storage for chairs and tables  Yes 


Infrastructure  
• Staff restrooms  Yes 
• Student restrooms  Yes 
• Storage rooms  Yes 
• Custodian room(s)  Yes 
• Mechanical, data and electrical space  Yes 
• Staff parking area  Yes 
• Covered circulation  Yes 


 
The school district reported total construction costs of $37,645,781. Funding allocations (e.g. 
SFP grant allocations and the local district’s matching share contribution) totaled $14,431,148, 
which covered 38 percent of the cost of construction. SFP grant allocations of $7,528,212 
covered 20 percent of costs.   
 
The school district primarily attributes its inability to construct the middle school within the 
funding allocations available to the fact that the school district changed the design during 
construction in order to build a multi-purpose building rather than the originally planned 
gymnasium/locker room.  
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Case Study 5 – High School That Was Able To Be Built Within the Total Funding Revenue 
for the Project (Central Valley – North Inland Region)  
 
The urban high school has 194,842 square feet of interior space and situated on 49 acres.  The 
school district was able to build the new high school within the available funding provided for the 
project. 
 
The school district reported using multiple construction methods of delivery that included: 
Design-bid-build and general contracting. The district made substantial use of one existing plan 
and is multi-story. The new high school did not include “relocatable” teaching stations. 
 
The primary frame types of the new high school included wood and steel/metal frame. The 
primary types of finished flooring products included vinyl/linoleum, carpet, tile and wood. The 
primary materials used for the roof were metal and PVC.  
 
The high school reported building most of the components of a “complete” school as described 
by CDE and shown in Table 4.5 on the following page.  There are 55 standard grades 9-12 
teaching stations, five of which are dedicated to special education and 22 dedicated to 
specialized teaching stations for science (lab or non-lab), art, language, career technical 
instruction, music, and/or computer/data lab. At least 960 square feet have been allocated to 
each standard teaching station. 
 
In addition to the teaching stations, the following special education areas were built: Small group 
area conference rooms; a Resource Specialist Program (RSP) area; office space for 
psychologist and/or counseling programs; space for speech and language programs. Facilities 
were built for administration, physical education, food preparation, and media/library. 
 
The high school did not build facilities such as a student store and pool, support facilities for 
Title 1 academic support and student record storage, and a security office.  The CDE has 
identified these types of facilities as essential for a “complete” school.  
 
The high school reported that it built the following facilities: A time-out room, a changing room; 
an adaptive Physical Education facility, and a life skills facility with kitchenette, all of which are 
not identified by CDE as components of a “complete” school. 
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Table 4.5: Components of a “Complete” School built for High School Case Study 5 


Components of a “complete” school District Reported 
Data 


Classroom (94,252 square feet)  
• Standard classrooms supporting both small group 


and large group instructions  
Yes 


• Specialized classrooms for science (both lab and 
non-lab), art, language, career technical instruction, 
and music  


Yes 


• Classrooms for special education  Yes 


• Student store  No 


Physical Education Space   
• Gymnasium(s)  (11,735 square feet) Yes 


• Space for wrestling  Yes 


• Space for dance  Yes 


• Space for weightlifting  Yes 


• Shower/locker room  Yes 


• Office of physical education teachers  Yes 


• Physical education classroom  Yes 


• Storage for equipment  Yes 


• Hardcourts with a variety of fixed equipment to 
accommodate basketball and other activities  


Yes 


• Field areas including football, track, soccer, softball, 
baseball, and physical education space  


Yes 


• Pool  No 


Support Facilities            Yes 
• Computer Room  Yes 


• Small group areas  Yes 


• Resource Specialist Program (RSP) area  Yes 


• Speech specialist office  Yes 


• Psychologist office  Yes 


• Academic support such as Title 1  No 


Common Essential Facilities  
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• Media/center library (5,999 square feet)  Yes 


• Administration  Yes 


o Principal's office  Yes 


o Vice Principal(s)' office  Yes 


o Counselor(s)' office  Yes 


o Office space for itinerant staff  Yes 


o Health professional office  Yes 


o Security office  No 


o Conference areas  Yes 


o Teacher workroom  Yes 


o Staff room  Yes 


o Parent room  Yes 


o Clerical support  Yes 


o Student record storage  No 


o General storage  Yes 


o Career center  Yes 


• Multipurpose Room  (8,288 square feet) Yes 


o Dining area  (6,119 square feet) Yes 


o Food service (preparation or serving)  Yes 


o Adjunct serving areas  Yes 


o Stage  (2,933 square feet) Yes 


o Outdoor dining area  Yes 


Infrastructure  
• Staff restrooms  Yes 


• Student restrooms  Yes 


• Storage rooms  Yes 


• Custodian room(s)  Yes 


• Mechanical, data and electrical space  Yes 


• Staff parking area  Yes 


• Student parking  Yes 


• Covered circulation Yes 
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The school district reported total construction costs of $46,623,508. Funding allocations (e.g. 
SFP grant allocations and the local district’s matching share contribution) totaled $50,195,652, 
which covered 108 percent all of the construction costs reported by the school district. SFP 
grant allocations of $22,389,995 covered 48 percent of costs.   
 
The school district did not report on how it was able to build the high school within the funding 
sources used for the construction project.  
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Case Study 6 – High School That Was Not Able To Be Built Within the Total Funding 
Revenue for the Project (Southern California – South Los Angeles Region) 
 
The urban multi-story high school has 231,392 square feet of interior space and is situated on 
25 acres. The “Notice to Proceed” authorization was issued on September 2003 and the “Date 
of Occupancy” was received on June 2006. The school district was not able to build the new 
school within the available funding provided for the project. 
 
The school district reported using the general contracting method of construction delivery. In 
contrast to the other high school examined for case study purposes, the district did not make 
use of an existing plan. This high school was similar to the other high school examined in that it 
was multi-story and did not include “relocatable” teaching stations. 
 
The primary frame type of the new school is steel/metal frame and concrete/concrete block. The 
primary types of finished flooring products included vinyl/linoleum, tile and painted/finished 
concrete. The primary materials used for the roof were metal and bituminous built-up.  
 
The high school reported building most of the components of a “complete” school as defined by 
CDE and shown in Table 4.6 on the following page.  There are 65 standard teaching stations, 
two special education teaching stations, and 20 specialized stations for science (lab or non-lab), 
art, language, career technical instruction, music, and/or computer/data lab.  
 
In addition to the teaching stations, the following special education areas were built: A small 
group area conference room; a Resource Specialist Program (RSP) area; office space for 
psychologist and/or counseling programs; and space for speech and language programs. 
Facilities were built for administration, physical education, food preparation, and media/library. 
 
Similar to the other high school examined, this high school did not build a pool, but the high 
school did include support facilities for Title 1 academic support, student record storage, and a 
security office.  The CDE has identified these types of facilities as essential for a “complete” 
school.  
 
The high school reported that it built a theatre/auditorium and a special needs area within its 
physical education spaces, which are not identified by CDE as components of a “complete” 
school. 
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Table 4.6: Components of a “Complete” School built for High School Case Study 6 


Components of a “complete” school District Reported 
Data 


Classroom (100,000 square feet)  
• Standard classrooms supporting both small group 


and large group instructions  
Yes 


• Specialized classrooms for science (both lab and 
non-lab), art, language, career technical instruction, 
and music  


Yes 


• Classrooms for special education  Yes 


• Student store  Yes 


Physical Education Space   
• Gymnasium(s)  (25,000 square feet) Yes 


• Space for wrestling  Yes 


• Space for dance  Yes 


• Space for weightlifting  Yes 


• Shower/locker room  Yes 


• Office of physical education teachers  Yes 


• Physical education classroom  Yes 


• Storage for equipment  Yes 


• Hardcourts with a variety of fixed equipment to 
accommodate basketball and other activities  


Yes 


• Field areas including football, track, soccer, softball, 
baseball, and physical education space  


Yes 


• Pool  No 


Support Facilities            Yes 
• Computer Room  Yes 


• Small group areas  Yes 


• Resource Specialist Program (RSP) area  Yes 


• Speech specialist office  Yes 


• Psychologist office  Yes 


• Academic support such as Title 1  Yes 


Common Essential Facilities  
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• Media/center library (8,000 square feet)  Yes 


• Administration  Yes 


o Principal's office  Yes 


o Vice Principal(s)' office  Yes 


o Counselor(s)' office  Yes 


o Office space for itinerant staff  Yes 


o Health professional office  Yes 


o Security office  Yes 


o Conference areas  Yes 


o Teacher workroom  Yes 


o Staff room  Yes 


o Parent room  Yes 


o Clerical support  Yes 


o Student record storage  Yes 


o General storage  Yes 


o Career center  Yes 


• Multipurpose Room   Performing arts 


o Dining area  (3,000 square feet) Yes 


o Food service (preparation or serving)  Yes 


o Adjunct serving areas  Yes 


o Stage  (4,000 square feet) Yes 


o Outdoor dining area  Yes 


Infrastructure  
• Staff restrooms  Yes 


• Student restrooms  Yes 


• Storage rooms  Yes 


• Custodian room(s)  Yes 


• Mechanical, data and electrical space  Yes 


• Staff parking area  Yes 


• Student parking  Yes 


• Covered circulation Yes 
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The school district reported total construction costs of $77,399,128. SFP grant allocations 
totaled $46,704,241, which covered 60 percent of the cost of construction. The district did not 
report using matching share contributions for the construction.   
 
The school district primarily attributes its inability to construct the school within the funding 
available to changes in the architectural design, errors or omissions in the original contract 
document, change orders by the contractor, and the district’s desire to add new features.  
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CONCLUSIONS 
 
Although average Funding Allocations (SFP grant allocations and local district’s matching share 
contribution) exceeded average new school construction costs among the group of 366 schools 
built between 1999-2007 and our CDE group of 46 “complete” schools, Funding Allocations did 
not exceed the cost of construction in our analysis of 86 schools based on data self-reported by 
school districts.  
 
When stratified by school type, the results were consistent – average Funding Allocations 
exceeded average construction costs – across the first two methods of data analysis although 
variations did occur on the proportion of costs covered by the Funding Allocations.  In our 
analysis of the group of schools, based on self-reported school district data, Funding Allocations 
also did not exceed the cost of construction when examined by school type.  
 
Additional analysis on the SFP grant allocations (excluding local district’s matching share 
contributions) provided for new school construction showed that the allocations covered 50 
percent or more of the costs of construction among all the groups of schools and by school type 
for all three primary methods of data analysis.  
 
Our analysis of the factors that influenced the ability of the school districts to build the 
construction project within the Funding Allocations provided (SFP grant allocations and local 
district matching share contribution) found that six of 21 factors tested had an influence.  The 
analysis found that geographic region (Northern versus Southern California), a multi-prime 
construction delivery method, and the use of concrete as a primary frame type reduced the 
ability of the school district to build the school within Funding Allocation provided, and the use of 
wood and steel or metal frame as a primary frame type positively influenced the ability of the 
school district to build within the Funding Allocations.    
 
Finally, none of the school districts (other than those that CDE identified as a “complete” school) 
reported building a school that met CDE’s description of a “complete” school. As illustrated in 
the case studies, the schools varied in their features and characteristics, which suggest that 
schools have flexibility in school design.  It is also important to note that the case studies 
showed that each school district had established their own unique set of revenue resources to 
be used for the school’s construction. When Macias examined the extent that all revenue 
resources (Total Revenue) were used by the school districts to build a new school, these 
revenues exceeded the cost of construction for the group of 86 schools and by school type.    
 
It is important for OPSC to recognize that these results have different meanings, depending on 
the presumed intent of the School Facility Program. If the intent of the program is to set the 
(expected) budget of the school construction, then the Funding Allocations exceeded the cost to 
construct new schools, on average, between 1999-2007.  If that is not the intent, then Funding 
Allocations, when reported by the school districts, covered a substantial portion but not all of the 
new school construction costs.   
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APPENDIX I - Results Across All Three Data Analysis Methods 
Table I.1: Overall Results - Average Funding and Construction Costs 
 Component 


1 (trend 
analysis) 


Component 2 
(CDE sample 
of “complete’ 


schools) 


Component 3 
(survey) 


Number of schools (used in analysis) 366 46 86 


Elementary (%) 259 (71) 20 (44) 49 (56) 


Middle (%) 50 (14) 11 (24) 16 (19) 


High (%) 57 (16) 15 (33) 12 (14) 


Non-Traditional (%) --- --- 9 (11) 
Funding Allocations (SFP allocations minus site 
acquisition grants and expected local district’s 
matching share contribution) $24,599,590 $42,293,807 $22,077,866 
SFP grant allocations only (excluding site 
acquisition grants and expected local district’s 
matching share contribution) $12,947,956 $19,098,195 $14,716,938 
Total Revenue used for construction (Survey Only 
- SFP grant allocations (no site acquisition), state 
and federal grants, other local revenue sources) --- --- $34,475,366 
Total construction costs (McGraw-Hill 
construction cost data and estimated planning 
costs - adjusted, furniture and equipment if it is 
part of the primary construction project) $16,242,963 $25,699,782 --- 
Total construction costs (Survey Only, 
construction costs as defined above, planning 
costs – adjusted, other costs and supplies as 
reported) --- --- $28,202,496 
Average gap between Funding Allocations and 
construction costs  
(Total Funding Revenues – survey only) 


$8,356,627 
 


$16,594,026 
 


-$6,124,630 
$6,272,870 


Percent of construction costs covered by 
Funding Allocations 
(Total Funding Revenues – Survey Only) 


151% 
 


165% 
 


77% 
122% 


Percent of construction costs covered by SFP 
grant allocations only 80% 84% 52% 


Funding Allocations per pupil  
(Total Revenue per pupil – Survey Only) 


$23,892 
 


$32,712 
 


$22,122  
$31,399 


Construction Cost per pupil $17,513 $21,222 $25,646 
Funding Allocations per square foot 
 (Total Revenue per square foot – Survey Only) 


$405 
-- 


$442 
-- 


$288 
$436 


Construction costs per square foot $235 $259 $352 


Square foot per pupil 77 83 75 
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Table I.2: Overall Results - Median Funding and Construction Costs 
 Component 1 


(trend 
analysis) 


Component 
2 (CDE 
sample of 
“complete’ 
schools) 


Component 3 
(survey) 


Number of schools (used in analysis) 366 46 86 


Funding Allocations (SFP grant allocations 
minus site acquisition grants and local district’s 
matching share contribution) $16,903,363 $27,338,657 $15,025,311 


SFP grant allocations only (excluding site 
acquisition grants) $8,450,364 $11,996,487 $10,192,634 
Total revenue for construction (Survey Only) -
SFP grant allocations (no site acquisition), state 
and federal grants, other local revenue sources) --- --- $22,354,143 
Construction costs (McGraw Hill construction 
cost data and estimated planning costs - 
adjusted, furniture and equipment if it is part of 
the primary construction project) $12,524,234 $17,477,748 --- 
Total construction costs (Survey Only, 
construction costs as defined above, includes 
planning costs – adjusted, other costs and 
supplies) --- --- $18,298,641 


Average gap between Funding Allocations and 
construction costs  
 
(Total Funding Revenues – survey only) 


$5,011,869 
 
 
 


-- 


$8,525,688 
 
 
 


-- 


$4,055,502  
 
 
 


$3,273,330 


Percent of Construction Costs Covered By 
Funding Allocations  
 
(Total Funding Revenues – survey only) 


135% 
 
 
 


-- 


156% 
 
 
 


-- 


82% 
 
 
 


122% 
Percent of construction costs covered by SFP 
grant allocations only 67% 69% 56% 


Funding Allocations per pupil  
(Total Revenue per pupil – survey only) 
 


$20,865 
 
 


-- 


$29,397 
 
 


-- 


$20,684 
 
 


$27,609 


Construction costs per pupil $15,186 $19,041 $22,503 


Funding Allocations per square foot (Total 
Revenue per square foot – Survey Only) 


$316 
 
 


$376 
 
 


$252 
 


($370) 


Construction costs per square foot $230 $259 $325 


Square foot per pupil 70 75 73 
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APPENDIX II - List of School Districts that Participated in the New 
School Construction Cost Survey  


1. Alvord Unified School District 
2. Antelope Valley Joint Union High School District 
3. Apple Valley Unified School District 
4. Brentwood Union School District 
5. Castaic  Union School District 
6. Central Unified School District 
7. Ceres Unified School District 
8. Chowchilla School District 
9. Davis Joint Unified School District 
10. Delano Joint Union High School District 
11. East Side Union High School District 
12. Elk Grove Unified School District 
13. Folsom-Cordova Unified School District 
14. Fresno Unified School District 
15. Golden Valley High School 
16. Hanford Elementary School District 
17. Hemet Unified School District  
18. Hilmar Unified School District 
19. Kern High School District 
20. Kings Canyon Unified School District 
21. Kingsburg Elementary Charter School District 
22. Lake Elsinore Unified 
23. Los Angeles Unified School District 
24. Madera Unified School District 
25. Manteca Unified School District 
26. Merced City School District 
27. Oakley Union Elementary School District 
28. Perris Elementary School District 
29. Pleasanton Unified School District 
30. Porterville Unified School District 
31. Redlands Unified School District 
32. Richland School District 
33. San Diego Unified School District 
34. San Dieguito Union High School District 
35. San Ysidro School District 
36. Santa Ana Unified School District 
37. Stockton Unified School District 
38. Tulare City Elementary School District 
39. Wheatland School District 
40. Yuba City Unified School District 
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State of California 
 


L I T T L E  H O O V E R  C O M M I S S I O N  
 
 
 


June 24, 2009 
 
The Honorable Arnold Schwarzenegger 
Governor of California 
 
The Honorable Darrell Steinberg    The Honorable Dennis Hollingsworth 
President pro Tempore of the Senate   Senate Minority Leader 


and members of the Senate 
 
The Honorable Karen Bass     The Honorable Sam Blakeslee 
Speaker of the Assembly     Assembly Minority Leader 


and members of the Assembly 
 
Dear Governor and Members of the Legislature: 
 
When the governor proposed California’s infrastructure bond package for the November 2006 
ballot, he made it clear that the projects were the first step in restoring the state’s long-
neglected infrastructure system and that the $43 billion that voters approved in bond financing 
was a down payment.   
 
The state’s unprecedented fiscal crisis puts a premium on ensuring that every dollar the state 
spends delivers value and that money raised by borrowing against the future is invested in 
ways that ensure a better future.  The state must earn Californians’ confidence by 
demonstrating that it is providing oversight and accountability for the dollars put in their trust 
and delivering the promised value once a project is completed.   Such confidence will be critical 
to the success of any future bond proposals. 
 
The five measures voters approved in 2006 were directed at transportation, K-12 and higher 
education facilities, affordable housing, levee improvements and natural resource protection.  
The Commission initiated a study in 2008 to determine whether existing oversight mechanisms 
of the bond measure were adequate.  The Commission found that the state’s approach was 
inconsistent, and has developed its recommendations to address weaknesses in oversight, 
governance and voter education.   
 
Governor Schwarzenegger took an important first step to bolster accountability for this money 
when he ordered the development of a Web-based tracking system and required departments to 
report on how they were spending bond money at three different phases of a project.  The 
Department of Finance responded with a system that forced departments to think through 
their accountability procedures and gave taxpayers a much-deserved window on where their 
bond money was going.   
 
The Legislature and the state entities spending bond money now must take the next step, 
further strengthening oversight to ensure that bond money is spent effectively and efficiently 
and as voters intended.  Both houses of the Legislature should establish bond oversight 
committees to hold bond-administering agencies and departments accountable and to ensure 
public money is being spent wisely.  The Legislature also should require audits from entities 
independent of the executive branch, either private audit firms or the State Controller’s Office 
or the Bureau of State Audits, that detail both the performance of the bond project as well as 
the dollar amount spent. 
 







The governor can fully realize his vision of opening up the process to the public by transferring 
responsibility for the existing Web-based tracking system to the Office of the State Chief 
Information Officer, where the system can be streamlined and standardized.  This office already 
has taken on the job of building and operating a Web-based system for monitoring federal 
stimulus dollars on behalf of the newly appointed Inspector General.   
 
In its study, the Commission found models for oversight that already exist in state government, 
such as the California Transportation Commission, which has a well-defined, transparent 
process that allows the public ample input when bond money is spent for roads and highways.   
 
This is not uniformly true throughout state government, especially where bond money is spent 
on less tangible projects, such as habitat restoration or water quality improvement.  Such 
projects have not been subject to the same level of oversight or accountability.  The state has 
spent $1.6 billion in bond money on the Bay Delta, for example, to improve water quality and 
restore the Delta’s damaged ecosystem.  It is not clear what was achieved by this investment, 
nor is it easy to track how the money was spent.   
 
To provide the needed oversight and standards, the governor and the Legislature should revive 
and reconstitute the State Water Commission as the California Natural Resources Commission 
and charge it with prioritizing and overseeing natural resource-related bond spending currently 
managed by the California Natural Resources Agency.  One of its first tasks should be 
developing a plan for funding state water programs.  The state’s current water crisis and recent 
federal actions guarantee continued state investment, some of it likely to be financed by bonds.  
Stronger oversight is essential to ensuring these investments pay off in more reliable water 
supplies and a healthier environment. 
 
Voters can play an important role in strengthening accountability if they are engaged and 
educated before a bond measure is passed.  Often, they do not recognize the trade-offs in state 
spending their vote forces on policy-makers.  The state must establish fundamental criteria for 
ballot measures, and these criteria should be evaluated and included as a simple, easy-to-
understand report card in the voter guide for all bond measures placed on the ballot. 
 
At the local level, the Commission also found room for improvement, through training and 
education of local bond oversight committees.  These bodies exist to monitor local school and 
community college bond spending.  When they work well, they provide a valuable service to 
their communities and taxpayers statewide.    
 
To guarantee a healthy future, the state must continue to invest in the infrastructure that 
serves as the foundation for our economy and quality of life.  The state has borrowed to make 
those investments.  The Californians repaying these debts deserve the highest level of oversight 
and accountability the state can provide.  Their confidence is critical and the state can earn it 
through improving bond oversight. 
 
     Sincerely, 


 
     Daniel W. Hancock 
     Chairman 
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Executive Summary 


 
alifornians want it all.  They just don’t want to pay for it.   
 
Since 2006, Californians have added more than $54 billion to the 


state credit card in the form of seven statewide general obligation bond 
measures.  Safer roads and less freeway congestion, modern classrooms 
for students, clean water, strong levees – these infrastructure 
investments all are important to many Californians.  In 2006, California 
voters said yes to five bond measures for transportation improvements, 
K-12 and higher education facilities, affordable housing, levee 
improvements and natural resource protection.  Experts generally agree 
that these investments were long overdue. 
 
Despite the implosion of the worldwide economy in the fall of 2008, a 
plunge that hit California particularly hard, California voters generously 
took on another $10.5 billion in debt to lay the preliminary tracks for a 
high speed rail system and to fund improvements for children’s 
hospitals. 
 
It all sounds good, especially when advertising tells voters they can have 
it all with no new taxes.   
 
But bonds are not free money. 
 
Many voters, however, may be unaware that someday the bill for all this 
bond-financed spending will come due.  In one survey of California 
voters, some two-thirds of respondents admitted they knew very little or 
nothing about how the state pays for bond measures.1   
 
When Californians enact bond measures, they give the state the 
authority to take out long-term loans to pay for the items identified in the 
bond measure.  For big ticket items that will provide benefits for 
generations to come, long-term financing is a prudent option, similar to a 
consumer taking out a mortgage loan to buy a house or an auto loan to 
pay for a car.  Bonds provide the opportunity to pay for investments that 
the state either cannot or does not want to pay for upfront.  But like a 
mortgage or a car loan, the money eventually must be paid back and 
paid back with interest. 
 


C 
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Money to repay state general obligation bonds comes from the General 
Fund, the $80 to 90 billion in revenue that the state takes in each year 
through taxes and fees to pay its bills.  When that revenue shrinks, as it 
typically does during economic downturns, the state must either find 
another way to add revenue or tighten its belt through spending cuts.  As 
a result of the current recession, state revenue has declined during 2008 
and 2009.  Despite the decline in revenue, one area of the budget 
projected to continue to grow and grow the fastest is the debt service – 
payments the state must make on money it has borrowed through 
issuing bonds – currently expected to grow at a nearly 10 percent 
average annual rate.2 
 
As a result of the 2008-09 economic meltdown, the day of reckoning for 
California’s perpetually overdrawn checkbook has arrived.  In May 2009, 
voters said no to lengthening the time frame for a tax increase enacted by 
lawmakers in February 2009 and they said no to borrowing from the 
lottery, or special funds for mental health and children’s programs to 
close the budget gap.  Even had voters said yes to some or all of the 
measures on the May 2009 ballot, California still would not have enough 
money to maintain the status quo in spending. 
 
But unlike a household budget, where all options might be considered – 
downsizing to a smaller apartment for a lower monthly payment, selling a 
car and opting to take public transportation – not all of the state’s budget 
items are on the table.   
 
Funding for education is at the top of the state’s budget list as voters 
have locked in a certain amount of spending for this priority.  Second 
behind education is the state’s commitment to repay its general 
obligation bonds.  General obligation bonds are guaranteed by the 
California Constitution, as a result, repayment of the bonds takes 
priority over virtually all other state government expenses beyond 
education.  Repayment of bond debt – or debt service – was less than 
1 percent California’s total budget in the late 1980s.  In 2008-09, debt 
service has grown to 4 percent of the total budget, a four-fold increase 
since the 1980s.3  As Californians commit more to debt without revenue 
increases, they limit the choices that future generations and future 
lawmakers can make about spending priorities. 
 
So while the stem cell institute gets funded and children’s hospitals get 
new and improved equipment, thousands of children may get cut from 
the rolls of the state-sponsored health insurance program.  The reason is 
stem cell research and improvements at children’s hospitals are funded 
with bond money, the state’s health insurance program for needy 
children is not.   
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New schools get built while 
thousands of teachers get pink slips 
and lawmakers contemplate cutting 
class time.  School facility 
construction is funded with bond 
money, teacher salaries are not.   
 
Nearly $10 million is earmarked to 
improve the park entrance and 
redevelop day use features at 
Pfeiffer Big Sur State Park this year 
and the state has committed more 
than $5 million for a new visitor 
center at Calaveras Big Trees State 
Park, even as Governor 
Schwarzenegger is proposing to 
close both parks.4  Park 
infrastructure improvements are 
funded with bond money, park 
ranger salaries and park operations 
are not. 
 
But, the state budget deficit 
coupled with the worldwide credit 
crisis in 2008 proved that even 
bond-funded programs are not 
immune from fiscal downturns.  In 
December 2008, the state’s Pooled 
Money Investment Board, which 
provides interim financing for 
bond-funded projects, took the 
unprecedented step of freezing 
payments for some 5,400 
projects.5  In March, California 
successfully marketed new bonds, 
restoring the money flow to many 
of these projects. 
 
Despite this unprecedented 
setback, projects and programs 
funded through bond measures 
still take priority over other budget 
areas.   
 
 


State Spending, Governor's Budget, Fiscal Year 1988-89
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State Spending, Governor's Budget, Fiscal Year 2008-09
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As Californians cast their ballots for bond measures, they set priorities 
that tie the hands of lawmakers when it comes time to trim the budget.   
 
But California voters are not the only ones responsible for the growing 
debt.  While it takes a majority vote to pass a general obligation bond 
measure, four of the five bond measures enacted by voters in 2006 were 
placed on the ballot by the Legislature and the governor.  The $9.95 
billion high speed rail bond placed on the ballot amid the 2008 recession, 
also was put on the ballot by lawmakers.  Each general obligation bond 
measure requires a two-thirds majority vote in the Legislature and the 
governor’s approval.   
 
Because the repayment of bonds is such a high priority and, in all 
likelihood, lawmakers will be asking voters to approve more bond 
measures in the coming years to pay for decades of neglected 
infrastructure repairs and improvements, it is more critical than ever 
that government be transparent in its spending of bond money and 
accountable for the results. 
 
Governor Schwarzenegger identified the need for improved oversight 
shortly after the 2006 bond package was enacted.  In January 2007, he 
issued an executive order to implement a three-part accountability 
framework and provide expanded transparency by creating a bond 
accountability Web site: www.bondaccountability.ca.gov. 
 
This study assesses whether these efforts to bolster accountability and 
transparency in bond spending – particularly for the five bond measures 
enacted in 2006 – are adequate or if more is required to ensure bond 
money is spent efficiently and effectively.  This study also looks at 
additional opportunities to improve oversight through the Legislature or 
by government entities outside the administration.  It also assesses 
existing models for allocating bond money in transportation and 
education and whether these models should be replicated for natural 
resources bonds. 
 
Additionally, this study reviews the current process for getting bond 
measures enacted on the statewide ballot and options to improve clarity 
for voters.  Finally, this study examines local bond oversight 
commissions, which oversee school and community college facility 
construction programs that are funded through state and local bonds, to 
assess their effectiveness and identify opportunities to bolster their 
potentially powerful role in bond oversight.  
 
In this study, the Commission did not attempt to determine the best 
method for financing state infrastructure investments although it is a 
vital question – one to which the Commission has dedicated a separate 
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study, currently underway.  In its infrastructure policy and finance 
review, the Commission is exploring broad policy issues including how 
the state identifies, analyzes and prioritizes infrastructure projects, 
available funding sources and finance mechanisms, as well as current 
and potential demand management practices. 
 
Additionally, the Commission acknowledges that an analysis of oversight 
mechanism can not occur in a vacuum.  Although the focus of this study 
is on oversight of bond expenditures, oversight should begin before a 
bond is placed on the ballot.  Several policy questions were raised that 
require a broader discussion in the Legislature, including:  


 Limiting the use of general obligation bonds to capital projects 
that are valuable for the life of the bond; and,  


 Capping the state’s debt service.   
 
These discussions are most appropriately taken up by the Legislature.  
The Commission recommends that the Legislature further study these 
broader policy options. 


Broad Policy Questions Remain 


During the course of its study, the Commission surfaced several policy questions that warrant further consideration 
by the Legislature: 


Should bonds only be used for long-term capital projects?  Akin to individuals taking out a long-term loan to 
make major purchase – such as buying a home or a car – should the state only use bond money to fund projects that 
are valuable for the life of the bond?  Policy-makers also should explore whether project planning should be done 
prior to a bond award rather than financed with bond money.   


Should bond measures be placed on the ballot if money from prior bond measures is not yet committed?  
In this report, the Commission recommends that the state’s bond administering agencies standardize the terminology 
used for bonds, so it is easier for the public and policy-makers to understand how much of each bond measure has 
been appropriated, committed to fund a project and actually spent.  The Legislature should consider keeping new 
bond measures off the ballot until all the money from prior bond measures funding the same or similar programs has 
been appropriated and committed to projects. 


Should the governor and the Legislature be able to place general obligation bond measures on the ballot 
in any year when there is a budget deficit?  Because general obligation bonds take priority over other projects 
that are paid for through the General Fund, an increase in general obligation bond debt further reduces the ability of 
the Legislature to make budgetary decisions during a deficit.  Removing this option might ensure bonds are not used 
to exacerbate the state’s debt burden during a fiscal crisis. 


Should debt service be capped as a percentage of the state budget?  In other words, should there be a limit to 
the amount of debt the state can incur?  In this study, the Commission found that California’s debt service was fairly 
average and other large states had a higher debt burden.  But capping the debt service as a percentage of the state 
budget could rein in spending and force policy-makers and voters to prioritize infrastructure investments. 


Should organizations that are awarded bond money pay a penalty to the state if the bond money is used 
for any expenditure not authorized by the bond measure, bond implementation legislation or the bond 
administering agency?  The Commission heard that there is no hard sanction for organizations that misuse bond 
money.  Rather than a verbal slap on the wrist, the possibility of incurring a financial penalty might deter 
organizations from mishandling the money.  
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Expanding Oversight & Accountability 
 
After Californians enacted the largest bond package ever passed in the 
state in November 2006, Governor Schwarzenegger issued an executive 
order for all bond-administering entities to establish a three-part 
accountability system: 


 Before spending the money – Front-end accountability by 
developing a strategic plan and performance standards for 
projects. 


 During the project – In-progress accountability that documents 
ongoing actions needed to ensure that infrastructure projects or 
other bond-funded activities stay within the previously identified 
cost and scope. 


 After the project is finished – Follow-up accountability in the form 
of audits to determine whether expenditures were in line with 
goals laid out in the strategic plan. 


 
The executive order requires each administering agency to report on the 
status of its “in-progress”  monitoring actions semi-annually to the 
Department of Finance, including expenditure information for projects 
that have begun.  For the programs financed by the bond measures 
enacted in 2006, the Department of Finance is implementing enhanced 
auditing requirements with a performance measurement component.   
 
In a recent report, the Bureau of State Audits found that nearly all bond-
administering agencies had established the three-part accountability 
framework.6  It is too early to tell whether the follow-up accountability –
financial audits of completed projects by the Department of Finance or 
other auditing entities – will improve outcomes.  Few projects have been 
completed and the audits will not begin on these projects until the 2009-
10 fiscal year.   
 
Independent Oversight 
 
While bond-administering entities should continue to comply with the 
governor’s three-part accountability requirements and improve 
transparency on the bond accountability Web site, the Legislature also 
must do more to ensure bond money is well-spent.  Many of the bond-
funded programs require annual budget allocations from the Legislature.  
This power of the purse provides the Legislature an opportunity to make 
sure that government agencies are providing annual reports on the bond 
programs, as required in statute, and are spending the money efficiently 
and effectively. 
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After voters enacted the 2006 bond package, the Legislative Analyst’s 
Office published recommendations for the Legislature to improve its 
oversight.  In a 2007 report, the LAO recommended the Legislature use 
joint committee hearings to review required annual reports from 
departments administering bond projects.7  These annual reports, 
required by statute, must include a list of all projects authorized to 
receive funds and their geographical location, the amount of money 
allocated to each project and the project status.8 
 
Some experts have suggested that more audits conducted by 
independent entities, such as the State Controller’s Office or the Bureau 
of State Audits, rather than the Department of Finance, could improve 
oversight.  They suggested that audits should be conducted while the 
programs are underway rather than after the fact, in the event that mid-
course corrections are warranted.  Money from the portion of the bonds 
set aside for administrative purposes could be used to expand the 
auditing staff of the State Controller’s Office or the Bureau of State 
Audits to pay for more oversight. 
 
Improving Transparency with Technology 
 
In addition to the three-part accountability system, the governor’s 2007 
executive order also charged the Department of Finance with establishing 
a Web site where information on the progress of bond-funded programs 
would be readily accessible to the public.  The Web site, 
www.bondaccountability.ca.gov, is administered by the Department of 
Finance, but individual bond-administering agencies are responsible for 
keeping data up-to-date.   
 
Recent reports from the Legislative Analyst’s Office and the Bureau of 
State Audits have found that although the bond accountability Web site 
is a step in the right direction, it must be kept up-to-date and accurate.  
If the goal is to provide an opportunity for the public to quickly and 
easily track where bond dollars are being spent, its content also must be 
made more consistent and user-friendly.   
 
Experts who testified at the Commission’s public hearing as part of this 
study said the Web site was hard to find and hard to navigate.  While the 
Department of Finance acts as the portal, all of the information provided 
is maintained and updated by the bond-administering agencies.  As a 
result, the information is as varied as the departments that are 
administering the bonds.  Terminology used for bond money is 
inconsistent from department to department, making it confusing to 
determine how much money has been spent and how much money is 
still available.  Some departments link program information to maps and 
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geographical information systems, while pertinent information for other 
programs is either not available or out-of-date.   
 
While the Department of Finance and the bond-administering agencies 
should be commended for getting the Web site up and running with 
existing resources, the state should turn responsibility for Web site 
management over to an entity whose role is to provide leadership and 
promote collaboration in the use of technology in state government.  In 
the spring of 2009, as a result of a governor’s reorganization plan, 
authority for information technology was consolidated in the Office of the 
State Chief Information Officer.  Also in 2009, the OCIO was given 
responsibility for establishing and maintaining a Web site for the federal 
stimulus money.  Like the bond accountability Web site, data for the 
www.recovery.ca.gov Web site comes from the departments administering 
the federal stimulus funds.  The Department of Finance should continue 
to oversee the content of the information required to be reported, but the 
OCIO also should be tasked with administering the bond accountability 
Web site, making it more user-friendly and standardizing the terminology 
and the appearance of the site. 
 
Replicate Models That Work 
 
Some bond-funded program areas benefit from public boards and 
commissions that allocate bond money and provide a point of 
accountability for infrastructure investments.  Several witnesses told the 
Commission that the state should replicate well-established models such 
as the California Transportation Commission (CTC) for transportation 
projects and the State Allocation Board (SAB) for school facility 
construction.  Although all may not agree with the grants awarded by 
these entities, both have a well-defined, transparent process with ample 
opportunities for public input.   
 
When voters passed Proposition 1B, the CTC had a pipeline of projects 
ready to move forward, enabling the money to be quickly committed to 
projects.  Transportation infrastructure investment begins with local and 
regional planning.  Local and regional transportation agencies develop 
lists of infrastructure needs through the state-required regional 
transportation plan development process.  They also tap local and federal 
tax dollars for projects and planning.  Before the CTC commits any bond 
money to a local project, the local agencies have to show they have 
completed or were on track to complete initial steps – including right-of-
way purchases and environmental impact studies – ensuring that all 
state bond-funded grant awards would quickly turn into construction 
projects.   
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The Commission reviewed the governance structure of the State 
Allocation Board in 2007 and though it recommended several reforms of 
the board’s structure, the Commission did not find weaknesses in the 
way it prioritizes and distributes bond money.  Bond-funded 
transportation and school facility programs are easier to track than some 
of the state’s other bond-funded programs and the outputs – successfully 
completed roads, highways and schools – are easy to document.  
Additionally, the lifecycle of these investments most likely will last the life 
of the bond, typically 25 or 30 years.   
 
Not all bond-funded program areas, however, have the benefit of such 
lengthy experience with accountability requirements or public grant-
making boards, nor do they fund such tangible projects as highways and 
schools.  It is more difficult to track and assess the effectiveness of bond 
programs in other parts of government, particularly in the natural 
resources area, where bond money is spent on less tangible 
infrastructure projects such as habitat restoration or water quality 
improvement.   
 
The state has spent some $1.6 billion in bond money to pay for programs 
under the CALFED Bay Delta program to improve water quality and 
reliability and restore the ecosystem in the Delta.9  But after spending 
billions, water is still in short supply and populations of endangered fish 
species are crashing.  It is difficult to track how the money was spent, 
what outcomes were achieved and whether taxpayers will be paying for 
these expenditures long after the value has diminished. 
 
Additionally, natural resource bond money has been spent more liberally 
on project planning and science.  Specifically, natural resource bond 
money has been used for studies or plans to determine ecosystem 
restoration, flood control or water supply needs.  As one witness told the 
Commission, “wouldn’t you think you would do a plan first, and then go 
ask for the money?”10 
 
Witnesses told the Commission that an independent board or 
commission to oversee the allocation and spending of bond money on 
water programs could improve accountability and transparency.  
Specifically, government officials from the California Natural Resources 
Agency and the Department of Water Resources suggested resurrecting 
the moth-balled California Water Commission for this purpose.  The 
California Water Commission was established in the late 1950s to 
oversee the construction of the state water project.  It evolved in the late 
1970s to provide broader input on water resources.   
 
Beyond oversight of bond-funded water projects, a revived and 
reconstituted California Natural Resources Commission, modeled after 







LITTLE HOOVER COMMISSION 


x 


the California Transportation Commission, could drive planning and add 
greater transparency to the bond allocation process and bring improved 
accountability to bond-funded natural resource programs.   
 


Recommendation 1: The Legislature and state government entities administering bond 
programs must improve oversight to ensure bond money is spent efficiently and 
effectively and as voters intended.  Specifically: 


 Both houses of the Legislature should establish a bond oversight 
committee to review performance and financial audits of bond-
funded programs and the annual reports statutorily required of 
bond-administering agencies. 


 The Legislature should require independent audits, conducted by 
a private accounting firm or entity independent from the 
executive branch – such as the State Controller’s Office or the 
Bureau of State Audits – that are systematic and transparent.  
The audit should cover the performance of the bond project as 
well as the dollar amount spent.  The independent audit should 
include:  the cost to the state; the level of overall bond 
indebtedness; and additional overhead as well as hard costs.  
This should be funded from the portion of the bonds available for 
administrative purposes.  


 Additionally, the governor should charge the Office of the State 
Chief Information Officer with streamlining and managing the 
bond accountability Web site and developing mandatory uniform 
standards for tracking bond expenditures and the outcomes of 
those expenditures.  These uniform standards must include 
common definitions for allocations and fund commitment so the 
public can easily understand what bond money has been spent 
and what is still available. 


 
Recommendation 2:  The state should reconstitute the California Water Commission as 
the California Natural Resources Commission and charge it with prioritizing and 
overseeing bond-funded programs currently managed within the California Natural 
Resources Agency.  Specifically, using a public process, the California Natural Resources 
Commission should: 


 Develop an overarching plan for funding state natural resources 
programs. 


 Address cross-cutting issues within the bond-funded programs to 
ensure all government entities work in concert and not at cross 
purposes. 


 Allocate bond money authorized for natural resource projects and 
programs. 
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Improving Transparency and Clarity for Voters 
 
California voters can play an important role in ensuring bond money is 
spent efficiently and effectively by carefully reviewing the text of bond 
measures proposed on the ballot and approving only those measures 
that will pay for infrastructure investments that are their highest 
priority.  All general obligation bonds must be authorized by a majority of 
voters.  Unfortunately, when bonds are proposed to voters on the ballot, 
not only are they lengthy and complicated, they also are not presented 
within the context of the state’s overarching needs for infrastructure 
investment or the state’s overall budget. 
 
Advertisements promoting statewide bond measures further obscure the 
picture.  Often, ads promote a particular bond measure and tell voters 
that the investment can be made with no new taxes – whether it is to pay 
for a stem cell institute, high speed rail, children’s hospitals or more 
traditional investments such as educational facilities.  Although this is 
true, the money must come from somewhere, typically existing tax 
revenues.  In enacting bond measures with no source of new revenue, 
voters are prioritizing funding for the programs identified in the bond 
measure above all other spending, outside constitutionally guaranteed 
education spending. 
 
Voters have authorized some $54 billion in bond capacity since 2006.  
Every billion dollars financed costs the state approximately $65 million 
each year for up to 30 years.11  When fully issued, this new debt will 
require approximately $3.5 billion annually from the state’s General 
Fund for years to come. 
 
Voters are not the only ones that have been on a spending spree.  Of the 
seven bond measures passed in 2006 and 2008, five, totaling nearly 
$48 billion of the $54 billion enacted, were placed on the ballot through 
the legislative process, meaning the measures were approved by two-
thirds of the Legislature and signed by the governor before being placed 
on the ballot.  The other two recently enacted measures were placed on 
the ballot through the initiative process; interested parties collected 
signatures and placed the measures on the ballot. 
 
In light of the current fiscal climate, there is widespread discussion on 
how to rein in ballot-box budgeting – which occurs when voters enact 
ballot measures that allocate funds.  Three constitutional amendments 
have been proposed that would either require new revenue to support a 
general obligation bond measure or identify a specific revenue source or 
a program that would be cut.  Two other proposals aim to enhance voter 
information by requiring additional information to be included in the 
ballot pamphlet. 
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At both its public hearings as part of this study, the Commission 
discussed opportunities to improve voter awareness by requiring the 
state to establish standards or fundamental criteria for general obligation 
bond measures.  The Commission discussed adding a simple pass/fail 
report card to the voter information guide that could show whether 
certain standards had been met, specifically: 


 Where will the money come from to pay for the bond measure? 


 Is money left over from prior bond measures that could be used 
for these projects, and if so, how much?  


 Do we know what we are buying – is there a specific list of 
projects to be funded or will lawmakers make those decisions 
once a measure passes? 


 Is this a good long-term investment – will the proposed projects 
maintain value over the life of the bond debt? 


 Has the bond measure been vetted with opportunities for public 
input? 


 Would the measure provide money for infrastructure projects that 
have been identified as a priority?  


 
A pass/fail report card, however, may be too simplistic to cover the 
nuances of the many varied bond measures.  More could be done though 
to simplify and clarify bond measures.  The Legislative Analyst is 
currently charged with evaluating all ballot propositions and providing 
an unbiased assessment of the fiscal and policy impact of each measure.  
Existing law allows the Secretary of State to include any information in 
the ballot pamphlet that will make it easier for voters to understand the 
ballot.  By setting fundamental criteria for general obligation bond 
measures, the state could provide a guideline for the Legislative Analyst 
to further enhance and simplify the information included for bond 
measures in the voter information guides. 
 


Recommendation 3:  To improve transparency and clarity for voters, the state must 
establish fundamental criteria for ballot measures and these criteria should be evaluated 
and included as a simple and easy-to-understand report card in the voter guide for all 
bond measures placed on the ballot.   


 
Bolstering Oversight at the Local Level 
 
Since the passage of Proposition 39 in 2000, hundreds of local bond 
oversight committees have been established in California communities to 
be the local watchdogs over billions in state and local bond money 
spending on K-12 school and community college facility construction.  
Proposition 39 lowered the threshold at the local level for passing bond 
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measures for school facility construction and renovations from two-thirds 
to a 55 percent majority.  Companion legislation adopted in 2000 
required school and community college districts to establish a local bond 
oversight committee and conduct annual fiscal and performance audits 
on any school construction project financed with bond money approved 
under the reduced voter threshold. 
 
Ideally, these local volunteer bond oversight committees put thousands 
of eyes and ears on the ground ensuring school facility bond money is 
spent efficiently and effectively and as authorized by the voters in the 
bond measure.  Unfortunately, not all local bond oversight committees 
are created equal.  In the best scenarios, bond oversight committee 
members are appointed with input from local civic groups, are trained 
adequately on their roles and responsibilities and are given technical and 
administrative support to conduct public meetings and make their 
annual reports widely available to the public.  They assist local school 
and community college districts in finding ways to stretch limited public 
money as far as possible and provide a check on the districts to make 
sure the bond money is spent for the construction and renovation 
activities authorized by the voters in the bond measures. 
 
Not all local bond oversight committees have lived up to this promise.  
But with minor changes and clarifications in statutory code and a small 
investment in training materials, they could.  This is particularly 
important should the state consider lowering the voter threshold for 
other local infrastructure investments, such as transportation or water 
treatment facilities, a recommendation that some experts have said could 
significantly expand infrastructure projects in California.  Before 
considering this, the state should take steps to bolster local bond 
oversight commissions. 
 
Local bond oversight commissions are least effective when the purpose of 
the committee is not made clear to the members.  In some cases, local 
school or community college districts establish the committee’s bylaws 
and neglect to inform the committee members of their authority 
including their ability to fully review annual financial and performance 
audits and question expenditures.  In some cases, local districts have 
skipped the more expensive performance audits – which have the 
potential to save significant money in the long run – and simply conduct 
financial audits.  Unfortunately, it usually is not until a grand jury 
investigates – often as a result of citizens’ complaints – that the 
shortcomings of the bond oversight committees or the districts bond 
expenditures come to light.   
 
The president of the California League of Bond Oversight Committees, in 
testimony to the Commission, provided suggestions for key changes that 
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could significantly improve the functionality of the local oversight 
committees.  He suggested requiring input from civic groups in selecting 
committee members, requiring that committee members be trained on 
their roles and responsibilities as described in state law, and requiring 
local districts to provide the technical support required by state law.12   
 
The State Controller’s Office, in a scathing review of misspending by a 
community college district, also recommended that the state more clearly 
delineate the role and responsibility of the citizens’ oversight committees 
and provide greater independence from the district.  The SCO also 
recommended the state more clearly define the purpose and objectives of 
the required annual financial and performance audits and specify that 
audits be conducted in accordance with generally accepted government 
auditing standards.   Finally, the SCO recommended the state impose 
sanctions, such as preventing a local district from passing future bond 
measures with the reduced voter threshold, when a district fails to follow 
constitutional or statutory requirements or requirements authorized in 
the local bond measure.13 
 


Recommendation 4:  To improve local oversight of school and community college school 
facility construction projects passed under the reduced threshold established by 
Proposition 39, the state should bolster the capabilities of local bond oversight 
committees.  Specifically, the state must: 


 Require mandatory independent training for bond oversight 
committee members.  The State Allocation Board and the 
California Community Colleges should develop and host a Web 
site with easy-to-access training materials and easy-to-
understand descriptions of the roles and responsibilities of the 
local citizens’ oversight committee members.  The Web site should 
include a mandatory online training course.   


 Require civic groups to nominate local committee members, 
allowing veto power for the school or community college district.   


 Clearly delineate the role and responsibility of the local oversight 
committees and define the purpose and objectives of the annual 
financial and performance audits.   


 Encourage county grand juries to review the annual financial and 
performance audits of expenditures from local school and 
community college bond measures. 


 Impose sanctions for school and community college districts that 
fail to adhere to constitutional and statutory requirements of 
Proposition 39, such as preventing the district from adopting 
future bond measures under the reduced voter threshold.   
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Background 
 


n November 2006, California voters approved a package of five 
general obligation bond measures totaling $43 billion in borrowing 
capacity.  The bond package represented California’s single largest 


infrastructure investment financed with long-term bonds.14  The bond 
measures directed money toward building and improving highways, 
schools, universities and housing as well as shoring up levees and 
bolstering various natural resource programs. 
 
Experts and policy-makers agree that the 2006 bond package is an initial 
down-payment toward long-neglected infrastructure improvements – with 
an estimated cost of half a trillion dollars.15  In November 2008, voters 
authorized two more bond measures adding another $11 billion for high 
speed rail and children’s hospitals. Policy-makers inevitably will ask 
Californians for more money, and it will be critical to show that the state 
has been a good steward of public resources. 
 
This study is focused on assessing whether existing oversight 
mechanisms are adequate to ensure that the billions of voters approved 
bond money is spent efficiently and effectively.  Improvements in bond 
oversight will not only ensure that debt already authorized is spent 
wisely, but also will set the bar high for accountability and transparency 
for future bond-funded endeavors. 
 


Why Finance With Bonds? 
 
Governments use bond financing much the same way consumers use 
home and car loans – to pay for big ticket items that it cannot or does 
not want to pay for up front.  For government, funding projects such as 
highways, schools, universities, dams or other large projects with bonds 
has the benefit of distributing the cost over the life of the project, 
spreading the tax burden over the multiple generations who will benefit 
from the project.  
 
The state typically issues three types of bonds to finance infrastructure 
projects: general obligation, lease-revenue and revenue bonds.  General 
obligation bonds must be approved by a majority of the voters and are 
typically repaid by the state’s General Fund.  The Legislature can place a 
general obligation bond measure on the ballot by enacting a bill approved 


I 
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by a two-thirds vote and signed by the governor.  General obligation bond 
measures also can be placed on the ballot through the initiative process.   
 
Lease-revenue bonds require a majority vote of the Legislature but do not 
require voter approval.  These bonds are used to pay for construction of 
state facilities and, unlike general obligation bonds, are repaid through 
annual lease payments to bondholders.  Revenue bonds also are 
authorized by the Legislature and do not require voter approval.  They 
are used to finance infrastructure projects that generate revenue such as 
toll roads or parking facilities.  Revenue from the project is used to repay 
the bond.  
 
When a state issues a bond, it borrows money from investors and pays it 
back each year over time with interest.  The annual payment of principal 
and interest is called debt service.  Debt service payments are typically 
made over a 30-year period, though states also issue bonds for shorter 


terms.  The California State Treasurer is 
responsible for selling bonds and packaging debt 
to sell based on existing market conditions.   
 
General obligation bonds are not the only 
method for financing infrastructure projects.  
For many decades, the state used fees and 
financed projects on a “pay-as-you-go” basis.  
For example, gas taxes paid for road and 
highway construction and repairs.  Public-
private partnerships provide another financing 
method although this type of financing still 
requires a revenue source to pay for the project.   
 
Determining the best method for financing state 
infrastructure investments is a vital question – 
one to which the Commission has dedicated a 
separate study, currently underway.  In its 
infrastructure policy and finance review, the 
Commission is exploring broad policy issues 
including how the state identifies, analyzes and 
prioritizes infrastructure projects, available 
funding sources and finance mechanisms, as 
well as current and potential demand 
management practices.   
 
The lack of an overarching statewide 
infrastructure strategy, in particular, is a core 
problem that straddles both studies.  Enacting 
bond measures to fund infrastructure projects 


What Assets Can the State Finance With 
Bond Money? 


According to California’s State General Obligation 
Bond Law, proceeds from the sale of bonds can be 
used for “the costs of construction or acquisition of 
capital assets … tangible physical property with an 
expected useful life of 15 years or more.”  The law 
also allows the state to finance capital assets with an 
expected useful life of 10 to 15 years as long as the 
investment does not exceed 10 percent of the bond 
proceeds.  As defined by the statute, capital assets 
include major maintenance, reconstruction, 
demolition for purposed of reconstruction of 
facilities, and retrofitting work that is ordinarily not 
done more often than once every five to 15 years.  It 
also includes expenditures that continue or enhance 
the useful life of the asset.   


Capital assets also include equipment with an 
expected life of two years or more.  Costs allowable 
under this section of the law include costs 
incidentally but directly related to construction or 
acquisition, such as planning, engineering, 
construction management, architectural, and other 
design work, environmental impact reports and 
assessments, required mitigation expenses, 
appraisals, legal expenses, site acquisitions, and 
necessary easements.  Bond proceeds also may be 
used to pay the costs of a state agency with 
responsibility for administering the bond program. 


Source:  California Government Code Section 16720-16727. 
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without considering statewide priorities can result in bond money being 
spent ineffectively and inefficiently.  This issue, although important to 
identify here, will be explored in detail in the Commission’s 
infrastructure policy and finance study. 
 
This study does not question whether bond financing is the most 
appropriate financing mechanism.  The focus is on whether there are 
adequate oversight mechanisms in place to ensure bond money that 
voters have authorized to date, and any debt authorized going forward, is 
spent efficiently and effectively. 
 


How Much Debt? 
 
Since 1970, Californians have authorized approximately $131 billion in 
general obligation bonds.16  In recent years, the dollar amount of 
individual bond measurers was much larger than the value of the bonds 
authorized between 1970 and 2004.  Accordingly, bonds passed in 2006 
and 2008 account for a large share of the state’s total authorized bond 
debt capacity: 41 percent, compared to just 59 percent for bonds 
approved between 1970 and 2004. 
 
Between 1970 and 2004, voters authorized 
69 bond measures totaling approximately 
$77 billion in spending capacity.17  Almost half 
of the bonds authorized in this 24-year span 
provided money for clean water and natural 
resource projects ($11 billion) approved in 
1996, 2000 and 2002; and for K-12 and higher 
education facilities ($25 billion) approved in 
1998, 2002 and 2004.   
 
In the past few years, bond measures enacted 
by voters have grown considerably in size.  
Since 2006, voters added another $54 billion 
in bonding capacity through seven bond 
measures, some $43 billion in 2006 and nearly 
$11 billion in 2008.18  As a result, total 
available bonding capacity grew 70 percent to 
$131 billion from $77 billion within the span 
of a few years. 
 


An Increasing Reliance on Debt:
Voter authorized bonds, 1970-2008


1970-2004
59%


2008 
8%


2006
33%


Sources: State Treasurer’s Office.  2008.  “2008 Debt Affordability Report: 
Making the Municipal Bond Market Work for Taxpayers in Turbulent 
Times.”  Pages 35-36.  Also, California Secretary of State.  November 4, 
2008.  “California General Election Official Voter Information Guide.”  
Proposition 1A and Proposition 3. 
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The state also has nearly $11 billion in lease-revenue bonds authorized 
by the Legislature; $15 billion in deficit recovery bonds authorized by 
voters in 2004; nearly $8 billion in State Public Works Board and other 
lease-purchase financing; and, more than $6 billion in self-liquidating 
voter-approved general obligation bonds, primarily bonds to provide 
home loans to veterans.19  
 


How Much Debt is Too Much? 
 
According to the Legislative Analyst’s Office, “there is no accepted rule for 
how much debt is too much or how many bonds the state can afford.”  
The answer lies in what priority policy-makers and Californians place on 
using tax dollars to pay for infrastructure projects funded by bonds 
versus other spending priorities for programs and services.20   
 
When the state takes on new debt without new revenue, it is dedicating 
more of the existing and future budget to paying for the debt.  State debt 
is useful for financing infrastructure investments, but like consumer 
debt, it places a burden on the overall budget and can restrict future 
choices.  California law requires bond measures to include the following 
provision: bonds are “valid obligations of the state and a pledge of the full 
faith and credit of the state for the punctual payment of both principal 


and interest.”21  As a result, re-
payment of bond debt is prioritized 
above all other state government 
costs except education.  When 
voters enact bonds, they 
essentially are prioritizing the 
funded projects above all other 
government services.  As a former 
Department of Finance director 
told the Commission, “Debt 
service has constitutional status 
in terms of repayment.”22 
 
Every $1 billion in bond financing 
costs the state $65 million per 
year.23  If the interest rate for the 
bond is 5 percent, the state will 
pay $2 for each $1 it borrows over 
a 30-year period.  After adjusting 
for inflation, the actual cost for 
each dollar borrowed is $1.30.24  
One way of measuring debt is the 
annual debt service ratio, the 


 
Source: Legislative Analyst’s Office.  November 20, 2008.  California’s Fiscal Outlook: LAO 
Projections 2008-09 Through 2013-14.  Page 42. 
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portion of the state’s annual revenues that must be set aside for debt-
service payments on infrastructure bonds.  The state’s debt-service ratio 
has risen from less than 1 percent in the late 1980s to 4 percent of the 
2008-09 budget.  As more authorized but yet unissued bonds are sold, 
the annual debt service will rise.25   
 
According to the California State Treasurer, California’s debt level is 
consistent with other large states and several states have a higher debt 
burden than California.26  While California’s overall debt is comparable 
with other states, within certain program areas, payments on bond debt 
have significantly outpaced spending for other programs.  Natural 
resources, for example, is one program area where payments on bond 
debt have become a major portion of the total budget.  Bond funding has 
grown to more than 40 percent of total funding for natural resources and 
environmental protection programs, up from 20 percent ten years ago.  
Since 1996, voters have approved approximately $22 billion in general 
obligation bonds for resources and environmental protection programs.  
In 2009-10, debt service on those bonds will account for more than 
$720 million out of the General Fund commitment to resources and 
environmental programs, the second largest budget item behind fire 
protection.27  


 


Governor's Proposed General Fund Expenditures
Resources and Environmental Protection


Toxic Substances Control
1%


State Water 
Resources Control


2%


Parks & 
Recreation


7%


Other Departments (11)
4%


Forestry and Fire 
Protection


40%


Agencywide General 
Obligation Debt Service


36%


Water 
Resources


6%Fish & Game
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Other Departments (11):
California Conservation Corps
Department of Conservation
Coastal Commission
State Lands Commission
Environmental Health Hazard Assessment
Secretary for Natural Resources
San Francisco Bay Conservation
Secretary for Environmental Protection
Native American Heritage Commission
Tahoe Conservancy
Air Resources


 
 
Source: Legislative Analyst’s Office.  February 3, 2009.  2009-10 Budget Analysis Series: Resources.  A Funding Framework for Natural 
Resources and Environmental Protection Programs.  Figure 5.  Page RES-12. 
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Despite having a fairly average debt ratio for a large state, California has 
the lowest credit rating in the nation.  State Treasurer Bill Lockyer told 
the Commission that the state’s low credit rating was a result of the 
state’s budget deficits and annual budget battles, the product of the two-
thirds requirement to pass a budget and two-thirds requirement to raise 
taxes.  Treasurer Lockyer and other state treasurers also have charged 
that Wall Street credit rating services, such as Moody’s and Standard & 
Poor’s consistently rank governments – which have rarely defaulted on 
loans – lower than troubled investment firms, including Lehman 
Brothers and Bear Stearns.  The low credit rating results in California 
being forced to offer a higher interest rate to sell its bonds, costing 
taxpayers millions more in annual debt service payments. 
 


Why Does it Take So Long to Spend Bond Money?  
 
Half of the general obligation bonds authorized by Californians have not 


been issued.  According to the state treasurer’s October 
2008 debt affordability report, of $120 billion authorized 
between 1970 and January 2008, the state has 
approximately $45.6 billion in outstanding bond debt and 
nearly $58 billion in unissued bonds.  Another $16.5 
billion has been issued and paid off.  These figures do not 
include the additional $11 billion in bond measures 
enacted by California voters in November 2008.28  
 
When voters authorize the state to incur debt by 
borrowing through bond sales, California does not 
immediately sell long-term bonds to raise the money.  
California does not have general obligation bond money 
sitting idle.  Unlike other states, it draws on its 
authorized borrowing once projects are complete, 
financing work in the interim through short-term 
borrowing in the credit markets.  The state’s $58 billion in 
unissued bonds can be better-described as $58 billion in 
unused borrowing authorization. 
 
When bond-funded projects are approved and contracts 
are awarded, the state provides interim financing from the 
Pooled Money Investment Account.  Although a significant 
portion of authorized general obligation bonds have yet to 
be issued, a large percentage of the bond money has been 
committed to projects that are temporarily being funded 
through other short-term financing measures through the 
Pooled Money Investment Account.   


Pooled Money Investment Account 


The Pooled Money Investment Account 
(PMIA) is the state’s savings account for 
short-term investments.  Money is deposited 
into the account from the General Fund and 
state special funds and is invested in short-
term securities, U.S. government securities, 
corporate bonds, interest-bearing deposits 
in California banks, savings and loan 
associations and credit unions, commercial 
paper and various other low-risk securities.  
The primary investment objectives are 
safety, liquidity and yield so that the state 
will make money on its cash surplus, but 
also have a ready source of money when 
bills come due.  At the end of March 2009, 
the PMIA portfolio totaled $58.7 billion. 


Due to the size of the account, money from 
the PMIA is loaned to pay for infrastructure 
projects that eventually will be paid for 
through the sale of general obligation or 
lease-revenue bonds.  When the long-term 
bonds are sold, the proceeds are used to 
replenish the PMIA account. 


The PMIA is overseen by the Pooled Money 
Investment Board, a three-person board 
chaired by the state treasurer.  The other 
two members are the state controller and 
the director of the Department of Finance. 
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California Outstanding and Authorized But Unissued General Obligation Bonds
(as of July 1, 2008)
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           Sources: State Treasurer’s Office.  2008.  “2008 Debt Affordability Report: Making the Municipal Bond Market Work for Taxpayers in Turbulent Times.”  
               Pages 35-36.  Also, California Secretary of State.  November 4, 2008.  “California General Election Official Voter Information Guide.”  Proposition 1A and 
               Proposition 3. 


 


Note: All bonds authorized from 1970-1980 were resource bonds, with the exception of an education bond in 1974. 
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The credit crisis that unfolded at the end of 2008 put California’s 
finances in an unprecedented squeeze.  Uncertainty about the 
creditworthiness of major financial institutions seized credit markets, 
with transactions coming to a standstill because of fear of defaults, 
severely limiting capital available to finance public and private projects.  
Compounding the problem, in late 2008 and early 2009, California 
lawmakers were unable to resolve a projected two-year $41 billion budget 
hole – a result of the structural budget deficit combined with the global 
economic downturn.  The combination meant California, along with 
many other governments and institutions, was effectively locked out of 
the credit market.  
 
With the state running short of cash, the state’s Pooled Money 
Investment Board – the entity that manages the Pooled Money 
Investment Account which provides interim financing for bond-funded 
projects – took the unprecedented step in December 2008 to freeze 
payments resulting in some 5,400 bond-funded projects being put on 
hold.29  In March 2009, California returned to the bond market and sold 
$6.5 billion in bonds, $2.5 billion more than planned, restoring the 
money flow to many bond-funded projects.  This market-driven slowdown 
in project implementation, although highly unusual, exposed the risks 
associated with paying for infrastructure projects through the state’s 
short-term financing system and may result in bond-funded projects 
taking longer to complete than originally planned. 
 
Other causes for slow implementation are more predictable.  In certain 
program areas, such as housing, experts agree that the quality of 
projects improves by releasing grants over multiple years rather than all 
at once.30   
 
Other bond-funded programs have been slowed by lack of legislation to 
implement a program or to appropriate the bond money.  Although the 
lack of a legislative appropriation may slow down implementation, this 
legislative involvement serves as an important lever to ensure that money 
flowing to bond administering agencies is used efficiently and effectively. 
 


2006 Bond Package 
 
The five bond measures enacted in 2006 span dozens of departments 
and fund more than 100 programs.  They have generated more than a 
thousand lines of statutory code.  The bond proceeds are used for a wide 
variety of infrastructure investments ranging from roads, bridges and 
highways to school facilities, affordable housing, levee repairs, wetlands 
protection and habitat restoration. 
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Proposition 1B – Transportation 
 
Voters authorized nearly $20 billion in bond expenditures in Proposition 
1B, a significant departure from how California previously paid for 
transportation projects.  Until 2006, the 
majority of California transportation 
improvement and maintenance projects were 
funded on a pay-as-you-go basis through taxes 
and user fees.  Though the shift in financing 
was new, the process for committing funding 
and awarding transportation contracts has been 
in place for decades through the California 
Transportation Commission (CTC), enabling the 
transportation bond money to move from ballot 
measure to construction phase more quickly 
than in some of the other infrastructure areas.  
The CTC and Caltrans have extensive 
experience complying with federal 
accountability and auditing requirements.  
Transportation officials said that the federal 
accountability standards are higher than the 
accountability measures included in the 
governor’s January 2007 executive order.31 
 


Proposition 1B - Transportation


Committed
66%


 Balance
34%


Total Prop. 1B = 
$19,925,000,000


Source: California Strategic Grown Plan, Bond Accountability.  
“Transportation.”  http://www.bondaccountability.dot.ca.gov/bondacc/.  
Accessed April 30, 2009. 


2006 Bond Package: How much is uncommitted?
(in thousands)
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Source: California Strategic Grown Plan, Bond Accountability.  “Bond Information.”  http://www.bondaccountability.ca.gov/Bonds/.  Accessed April 30, 2009. 







LITTLE HOOVER COMMISSION 


10 


The California Transportation Commission is tasked with allocating 
approximately $11 billion of the $20 billion authorized in Proposition 1B.  
All of the money administered by the CTC has been committed to 
projects.32  Another $5.6 billion is allocated by formula through the State 
Controller’s Office and the Department of Finance.  The Air Resources 
Board is responsible for another $1.2 billion and the California 
Emergency Management Agency administers $2.1 billion from this bond 
measure.33   
 
The majority of the transportation bonds require local and regional 
transportation agencies to provide matching money from sources outside 
Proposition 1B.  These resources can include local tax revenue, federal 
funds and developer fees.  To qualify for the Proposition 1B Corridor 
Mobility Improvement Account or Trade Corridors Improvement Fund 
grants, for example, most grantees had five or more additional funding 
sources.34  More than 20 of California’s 58 counties have passed local 
sales tax measures to pay for transportation projects; approximately 
80 percent of all Californians live in counties where voters have passed 
local sales tax measures to pay for this infrastructure.  This local 
investment has brought with it a history of high expectations and 
accountability.35 
 
To qualify for the Proposition 1B transportation programs administered 
by the CTC, applicants had to have completed their environmental 
reviews, design, engineering and right-of-way processes.  Proposition 1B 
money primarily is used to pay for the next step in the process – 
construction – which increases the likelihood that these projects will be 
completed on time and on budget.  The CTC has mandates that bond 
funding for most programs be limited to the cost of construction, 


ensuring “bond funds are expended for 
physical capital improvements with 
quantifiable benefits, once all project 
planning and design activities are 
completed.”36 
 
The Proposition 1B initiative language 
included details for many of the programs 
funded through the bond, although some 
programs required additional legislation to 
clarify criteria and intent.  In August 2007, 
after consultation with Caltrans and the 
CTC, the Legislature enacted SB 88 
(Committee on Budget and Fiscal Review), 
a budget trailer bill that completed the list 
of bond administering agencies and 
included legislative accountability and 


Leveraging Proposition 1B 
Investment to Fund Transportation 


Projects      


56% 
Other 


Funding


44% Bond 
Funding


Total Cost of Prop. 
1B CTC Projects = 
$24,221,443,000


 
Source: California Transportation Commission.  Proposition 1B CTC Projects.   
Compiled from the Bond Accountability Web site, www.bondaccountability.ca.gov.  
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expectations for the transportation programs, including quarterly 
progress reports on projects funded through bond programs.  Through 
the Web site established as a result of the governor’s January 2007 
executive order, www.bondaccountability.com, anyone interested can 
review the status of projects that have received money through this bond 
measure.  This accountability process builds on many decades of 
transportation project delivery and established roles and responsibilities 
involving the department and other recipient agencies.37 
 


 
Propositions 1C – Housing 
 
The Housing and Emergency Shelter Trust Fund Act of 2006, known as 
Proposition 1C, authorized $2.85 billion in bonding capacity to pay for 
housing and other infrastructure investments, such as water, sewer, 
parks and transportation improvements.  The Department of Housing 
and Community Development administers 12 of the 14 programs funded 
or established through Proposition 1C, with the other two programs 
administered by the California Housing Finance Agency and the 
California Pollution Control Financing Agency.   


Proposition 1B CTC Projects: Funding Sources
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Nearly half of the bond money authorized – $1.35 billion – is for three 
new programs to promote urban development and parks.  This money 
provides loans and grants for water, sewage, transportation, traffic 
mitigation, brownfield cleanup, parks, and housing around and near 
public transit.  Eligible applicants include for profit, and non-profit 
housing developers, local governments, public housing authorities, and 
redevelopment agencies. 
 


Another $1.35 billion from Proposition 1C will 
provide money for eight existing programs 
established through Proposition 46, a 2002 
general obligation bond measure that 
authorized $2.1 billion for 21 housing 
programs.  At the time, it was the largest 
housing bond ever approved by California 
voters.  Previously, voters had approved a 
$150 million housing bond measure in 1990 
to supply housing for low-income and 
homeless Californians.  At the end of 2008, 
all of the 1990 bond money had been 
committed to fund projects and $1.7 billion 
from Proposition 46 had been awarded.38 
 
Four of the eight existing programs 
encourage homeownership by providing 
grants or loans for home purchase down-


payments or other mortgage assistance for low and moderate income 
homebuyers.  Two of the existing programs provide low-interest loans for 
housing developments for low-income renters and two provide low-
interest loans or grants for farm workers or to develop homeless shelters. 
 
Proposition 1C also authorized $100 million for the Affordable Housing 
Innovation program which provides grants or loans for pilot projects that 
create or preserve affordable housing and, separately, $50 million in low-
interest loans for projects that provide housing for homeless youth. 
 
Rather than expend all of the housing bond money in one year, the 
Department of Housing and Community Development has made it a 
practice to award grants through certain programs over multiple years in 
an effort to improve the overall quality of the applicant projects.  
According to the Legislative Analyst’s Office, if too much money was 
awarded at any one time, low scoring projects would be funded.  By 
making the money available over multiple funding cycles, the state has 
more opportunities for applicants to develop high-quality projects.39  As 
of December 2008, more than $1.11 billion of the $2.85 billion 
authorized in 2006 by Proposition 1C had been committed or awarded.40 


Proposition 1C - Housing


Committed
47% Balance


53%


Total Prop. 1C = 
$2,850,000,000


        Source: California Strategic Grown Plan, Bond Accountability.            
           “Housing.”  http://www.bondaccountability.hcd.ca.gov/.                     
            Accessed April 30, 2009. 
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Propositions 46 and 1C programs were audited by the Bureau of State 
Audits (BSA) in 2007 as required by Health and Safety Code 
Sections 53533 and 53545.  The BSA concluded that “the Department of 
Housing and Community Development and the California Finance 
Housing Agency generally awarded funds in a timely manner and 
consistent with the law.”  However, the BSA noted that the department’s 
monitoring of grant recipients was inconsistent and recommended it 
strengthen its oversight to ensure that grant recipients were using funds 
only for eligible costs and that their activities benefit only targeted 
populations.   
 
The BSA found the department had adequate processes in place to 
monitor grant recipients when bond money was being spent, to ensure 
recipients were meeting progress goals and only reimbursed recipients 
for allowed costs.  However, the department lacked processes to 
adequately ensure compliance once projects were done, which requires 
ongoing monitoring over multiple years or decades to ensure that the 
affordable housing projects serve the intended recipients.41  The BSA is 
conducting another audit of the housing bond programs and plans to 
release a report in fall of 2009.42 
 
Proposition 1D – Education Facilities 
 
Proposition 1B authorized $10.4 billion to build 
and renovate education facilities, including 
$7.3 billion for K-12 facilities and more than 
$3 billion for community college, California 
State University and University of California 
facilities.  
 
K-12 Facilities.  Californians have approved 
more than $35 billion in state general obligation 
bond financing for K-12 education facilities 
since 1998, the year the state created the 
School Facility Program to help K-12 school 
districts buy land, construct new buildings, and 
modernize existing buildings.  The School 
Facility Program typically provides local districts 
with money for 50 percent of new construction 
costs and 60 percent of facility modernization 
costs.  School districts raise most of their 
portion of the costs through local bond 
measures.  In 2000, Proposition 39 lowered the 
threshold required for local bond measures for K-12 and community 
college facilities.  Between 1998 and 2006, voters approved $41 billion in 
local general obligation bonds for K-12 facilities.43 


Proposition 1D - Education


Committed 
60%


 Balance
40%


Total Prop. 1D = 
$10,416,000,000


Source: California Strategic Grown Plan, Bond Accountability.  “Education.”  
http://www.bondaccountability.ca.gov/Bonds/Education/default.php.  
Accessed April 30, 2009. 







LITTLE HOOVER COMMISSION 


14 


Proposition 1B provides $5.7 billion for four existing state programs – 
new construction; modernization; charter school facilities; and, joint-use 
projects – and $1.6 billion for three new programs, severely overcrowded 
schools, career technical facilities and high performance, energy-efficient  
schools.   
 
The State Allocation Board (SAB) is responsible for awarding bond money 
from Proposition 1D and other K-12 educational facilities bonds.  To 
date, $3.4 billion of the $7.3 billion in Proposition 1D funding for K-12 
school facility construction and modernization has been committed to 
local school districts.   
 
Higher Education Facilities.  Proposition 1D included $890 million for the 
University of California, $690 for the California State University system 
and $1.5 billion for the California Community Colleges.  The Legislature 
appropriates Proposition 1B funds for the higher education systems 
through the budget process.  To date, $874 million of the $890 million 
available for the University of California and $615 million of the 
$690 million available for the CSU system have been appropriated or 
allotted for appropriation.  More than $1.3 billion of the $1.5 billion 
available for community colleges has been committed to school facility 
construction through the annual budget process.44 
 
Natural Resource & Flood Control Proposition 1E and 
Proposition 84 
 
Since 1996, Californians have enacted seven bond measures in the 
resources area:  Propositions 204, 12, 13, 40, 50, 84 and 1E, totaling 
nearly $22 billion in borrowing authority.45  These measures support a 
broad range of programs that protect, preserve and improve California’s 
water and air quality, open space, public parks, wildlife habitats, and 
historical and cultural resources.46   
 
Nearly half of the $22 billion in bonding capacity for natural resources 
was approved by voters in 2006.  Proposition 1E, a bond measure placed 
on the ballot by the Legislature, authorized $4.1 billion to provide money 
for 15 programs with various flood management purposes.  Proposition 
84, the Safe Drinking Water, Water Quality and Supply, Flood Control, 
River and Coastal Protection Bond Act of 2006 which was placed on the 
ballot through the initiative process, authorized nearly $5.4 billion for 
various water needs, natural resource protection and park 
improvements. 
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Allocation
Previous 


Appropriations2
Balance 


(May 2009)3


Parks and recreation
State parks $1,094 $913 $181
Local parks 2,412 1,838 575
Historic and cultural resources 240 236 4
Nature education 100 6 94


Subtotals ($3,846) ($2,993) ($852)
Water quality $3,647 $2,582 $1,065
Water management 6,843 4,063 2,780
Conservation, restoration and land acquisition 4,711 3,972 739
CalFed/Delta related 1,686 1,557 129
Air quality 1,250 784 466


Totals $21,983 $15,953 $6,030


1 Includes Propositions 204, 12, 13, 40, 50, 1B, 1C, 1E and 84.
2 Includes funds previously appropriated, statewide bond costs, future-year obligations and reversions.
3 As proposed in the 2009-10 Governor's Budget and the Balance as of July 2010.


Resources General Obligation Bonds, 1996 to Present 1  by Program Area
(in Millions)


 


Bond Year Total Authorization
Previous 


Appropriations1
Balance 


(May 2009)2


Proposition 2043 1996 $870 $827 $43
Proposition 12 2000 2,100 2,072 28
Proposition 133 2000 2,095 1,892 203
Proposition 40 2002 2,600 2,574 26
Proposition 50 2002 3,440 3,381 59
Proposition 1B4 2006 1,200 735 466
Proposition 1C5 2006 200 7 193
Proposition 1E 2006 4,090 1,514 2,576
Proposition 84 2006 5,388 2,949 2,439


Totals $21,983 $15,953 $6,033


1 Includes funds previously appropriated, statewide bond costs, future-year obligations and reversions.
2 As proposed in the 2009-10 Governor's Budget and the Balance as of July 2010.
3 $125 million was transferred from Proposition 204 to Proposition 13 accounts.
4 Primarily a transportation bond, this includes sections that have funds for air quality.
5 Primarily a housing bond, this includes funds dedicated for housing-related parks.


Resources General Obligation Bonds, 1996 to Present
(in Millions)


 


Source: Legislative Analyst’s Office.  February 24, 2009.  "The Delta Vision and Bay Delta Conservation Plan: Financing Issues."  Page 6. 


Source: Legislative Analyst’s Office.  February 24, 2009.  "The Delta Vision and Bay Delta Conservation Plan: Financing Issues."  Page 6. 
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It is important to note that although the past decade has seen a rapid 
expansion in general obligation bonds for a broad array of resources 
programs to be paid back through the state’s General Fund, water 
infrastructure – particularly the State Water Project, which supplies 
water to approximately million Californians – has been primarily funded 
by revenue bonds and general obligation bonds paid for by the entities 
that receive water from the project.  According to the LAO, the state 
spent $6.4 billion from 1952 to 2007 to build the State Water Project and 
estimates that the State Water Project contractors will have paid for 
about 96 percent of the cost of building the project by the time the bonds 
are paid off.47 
 
Almost all of the $9.5 billion authorized in 2006 and the majority of 
programs authorized in prior bonds are administered by approximately 
two dozen departments, boards and conservancies all under the 
umbrella of the California Natural Resources Agency.48  The Department 
of Water Resources has a key role, particularly for the flood control 
programs funded by Proposition 1E.  DWR is responsible for 
administering 14 of the Proposition 1E programs with the State Coastal 
Conservancy and the Wildlife Conservation Board administering the 
other two programs.   
 
Proposition 84 authorized money for more than 60 different purposes 
and all but a few programs – such as the water quality programs that are 
overseen by the Department of Public Health – are administered by an 
entity within the resources agency.49  
 
While the Legislature has the authority to appropriate most of the 
bonding capacity authorized in both Proposition 1E and Proposition 84, 


it has greater flexibility with Proposition 1E 
funds.  In authorizing Proposition 1E, voters 
allocated bond money to a handful of general 
program areas and provided the Legislature 
the authority to appropriate the money within 
the general requirements of the bond measure.  
Proposition 84 included much more specific 
bond allocations, preventing the Legislature 
from reallocating any funds provided by the 
bond within the various uses specified in the 
bond measure.  Because of the breadth and 
nature of the resources bonds across dozens of 
program areas and the lack of flexibility in 
some of the bond programs, it is more difficult 
to compare and contrast the efficiency and 
effectiveness of bond program in this area. 


Proposition 1E - Resources


 Balance
49%


Committed
51%


Total Prop. 1E = 
$4,090,000,000


Source: California Strategic Grown Plan, Bond Accountability.  “Flood 
Control.”  http://bondaccountability.resources.ca.gov/p1e.aspx.  Accessed 
April 30, 2009. 
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Much of the funding authorized through 
Proposition 1E has gone and will go to pay for 
projects administered by the Department of 
Water Resources.  Some Proposition 84 bond 
programs are administered by various boards 
and commissions, each with its own public 
process for setting programs guidelines and 
ultimately awarding grant money to local 
entities.   
 
In other areas, Proposition 84 was very 
prescriptive as far as which entities would 
receive money.  For example, of $540 million 
authorized for the protection of beaches, bays 
and coastal waters, $360 million was identified 
for specific purposes.  Likewise, nearly 
$1 billion authorized for the protection of rivers, 
lakes and streams also identifies how much 
money individual or specific natural resource 
conservancies will receive, including $54 million for the Sierra Nevada 
Conservancy, $36 million for the California Tahoe Conservancy and 
$45 million for California Conservation Corps projects.  A complete list of 
allocations is included in Appendix B.  
 


Who Has a Role in Bond Oversight? 
 
A number of state entities have a role in ensuring that state bond money 
is spent wisely and as intended by the voters and follow the statutory 
rules adopted by the Legislature to govern the bond programs.   
 
Legislative Branch  
 
California State Legislature.  The Legislature has the primary authority for 
ensuring bond funding is spent as intended, spent on time and spent 
within the budget. 
 
The Legislature has an important bond oversight role in setting program 
parameters and, in many cases, authorizing bond appropriations.  The 
Legislature’s role is to: 


 Provide a statutory framework to administer and distribute bond 
funds. 


 Provide appropriations unless the bond measure directed 
continuous appropriations. 


Proposition 84 - Resources


Committed
70%


 Balance
30%


Total Prop. 84 = 
$5,388,000,000


Source: California Strategic Grown Plan, Bond Accountability.  “Natural 
Resources.”  http://bondaccountability.resources.ca.gov/p84.aspx.  Accessed 
April 30, 2009. 
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 Provide oversight to ensure the programs are administered in 
accordance with the Legislature’s and the voters’ intent. 


 Provide oversight to ensure that departments with cross-cutting 
goals communicate and coordinate. 


 
Because the Legislature holds the purse strings, it can withhold 
appropriations until it is satisfied that departments will spend the money 
effectively and for legislative and voter priorities.  Bond-funded programs 
are independently assessed by policy committees and budget committees 
within the regular legislative process. 
 
The Legislature has enacted reporting requirements for agencies 
administering bond programs.  In 2003, the Legislature enacted AB 1368 
(Kehoe), which put into statute a bond oversight mechanism requiring 
lead agencies administering bond-funded programs to provide annual 
reports to the Legislature and the Department of Finance including a list 
of projects and their locations, the amount of funds allocated to each 
project and the project status. 
 
In 2007, the Legislature enacted SB 88 (Senate Committee on Budget 
and Fiscal Review) which requires specific reporting for Proposition 1B 
programs funding transportation-related projects.  Specifically, the 
legislation requires each agency administering Proposition 1B funds to 
collect information from bond money recipients on the activities and 
progress made toward project implementation.  The administering 
agencies are required to report this information to the Department of 
Finance twice per year. 
 
Legislative Analyst’s Office.  The Legislative Analyst's Office provides 
fiscal and policy advice to the Legislature, serving as the "eyes and ears" 
for the Legislature to ensure that the executive branch is implementing 
legislative policy in a cost efficient and effective manner.  With a staff of 
nearly 60, the LAO is overseen by the Joint Legislative Budget 
Committee, a 16-member bipartisan joint committee.  The LAO reviews 
implementation of all government programs, including bond-funded 
programs.  As a result, the LAO has done a significant number of reviews 
of government infrastructure programs funded through voter-authorized 
bonds.  Additionally, the LAO prepares the analyses of all ballot 
initiatives, including bond measures.     
 
Bureau of State Audits.  The state auditor serves a four-year term and, 
although appointed by the governor, is solely accountable to the 
Legislature.  The Bureau of State Audits (BSA), with about 150 staff 
positions, is responsible for the Single Audit of California, required by 
federal statutes, and conducts other financial and performance audits as 
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directed by statute or as requested by the Joint Legislative Audit 
Committee (JLAC).  Any member of the Legislature can request an audit 
by the BSA.  The request goes before the JLAC, which prioritizes and 
selects which audits it will request the BSA to conduct.  The BSA 
currently has two audits on bond programs in progress, an assessment 
of the housing bond programs and a review of the children’s hospital 
bond programs.  Additionally, in 2005, the BSA was given the authority 
to develop a risk assessment process to identify, audit and issue reports 
with recommendations for improvement in areas it identifies as high risk.  
In May 2007, the BSA identified the state’s programs that spend bond 
proceeds on infrastructure as high risk.  In 2009, the BSA released a 
report reviewing the overall progress of the bond administering agencies 
in complying with the governor’s executive order to expand oversight and 
accountability and specifically looked at six bond administering agencies 
that oversee approximately 42 percent of the bond money authorized by 
the voters in 2006.50  
 
Executive Branch 
 
Agencies and Departments.  All of the bond measures enacted by voters 
are administered by various government entities.  Sometimes, the bond 
measure specifically states which government entity will administer the 
bond program and details the programs and amount of money to be 
expended.  In other cases, the Legislature sets program parameters and 
determines the state entity that will administer the bond program.  
Dozens of different departments and agencies administer bond programs.  
The five measures enacted by voters in 2006, for example, are 
administered by 22 different government entities.  The agencies and 
departments are responsible for ensuring transparency and 
accountability for how money is spent and how grants are awarded, 
where appropriate.  These entities also provide oversight of the 
thousands of individuals’ contracts that are awarded as a result of the 
bond programs.  In January 2007, Governor Arnold Schwarzenegger 
issued an executive order requiring all bond-administering agencies to 
develop a three-part accountability plan for the programs funded by the 
2006 bond package.  These departments are required to provide semi-
annual reports to the Department of Finance on the progress of the 
bond-funded programs and projects.  Additionally, agencies and 
departments administering bond programs are required to contract with 
the Department of Finance or another entity to conduct a follow-up audit 
of bond program expenditures. 
 
Department of Finance.  The Department of Finance oversees bond 
expenditures through its Office of State Audits and Evaluation and 
through its capital outlay and budget program managers who oversee 
various bond program areas.  The department has a staff of 
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approximately 400 people.  The governor’s executive order of 2007 
increased the role of the Department of Finance in bond oversight by 
requiring it to develop a Web site that provides an overview of the 2006 
bond programs with links to the agencies and departments administering 
those programs.  As previously mentioned, bond-administering agencies 
contract with the Department of Finance or other auditing entities for 
fiscal audits of bond programs expenditures.   
 
California Federal Economic Stimulus Task Force.  With an estimated 
$85 billion in federal economic stimulus headed toward California over 
the next two years and President Barack Obama requiring expanded 
transparency and accountability measures for the money, in March 
2009, Governor Arnold Schwarzenegger established the California 
Federal Economic Stimulus Task Force.  It is not clear how or if the 
oversight work of the task force will intersect with programs and projects 
that are funded by both federal stimulus money and state bond money. 
 
“The Task Force will be charged with tracking the American Recovery and 
Reinvestment Act (ARRA) funding coming into the state; working with 
President Barack Obama’s administration; helping cities, counties, non-
profits, and others access the available funding; ensure that the funding 
funneled through the state is spent efficiently and effectively; and 
maintain a Web site that is frequently and thoroughly updated for 
Californians to be able to track the stimulus dollars.”51 
 
The task force is led by the director of the Governor’s Office of Planning 
and Research and includes the chief deputy director and the chief 
operating officer of the Department of Finance, California’s Chief 
Information Officer, the director of the Governor’s Constituent Affairs 
office, and the chief deputy director of communications to the governor.  
Additionally, the Task Force will include one representative from the 
administration for each of the main program areas through which the 
federal funding will flow: Health & Human Services/Health IT; 
Transportation; Housing; Energy; Natural Resources Agency; 
Environment/Water Quality; the Governor’s Director for Jobs & 
Economic Growth; Education; Labor; and, Broadband Technology. 
 
To oversee the task force, the governor appointed a Recovery Act 
Inspector General.  
 
Independent Constitutional Officers 
 
State Controller’s Office.  The state controller is a constitutional officer 
elected every four years to serve as the chief fiscal officer of California.  
With a staff of more than 1,300, the State Controller’s Office is 
responsible for the accurate accounting and disbursement of all state 
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funds.  Additionally, the office has the authority to ensure that the 
state’s annual budget is spent properly, part of which is carried out 
through its audits division which investigates whether taxpayer dollars 
are being spent as the laws intended.  Approximately 300 staff members 
are in the audits division.  The controller has statutory authority to 
“audit all claims against the state, and may audit the disbursement of 
any state money, for correctness, legality, and for sufficient provisions of 
law for payment.”  The State Controller’s Office has conducted audits of 
bond programs at both the state and local level.  To provide oversight on 
Proposition 1B bond programs, the California Department of 
Transportation has contracted with the State Controller’s Office for 
12 auditing positions to independently audit various Caltrans bond-
funded projects. 
 
State Treasurer’s Office.  The state treasurer is a constitutional officer 
elected every four years with broad responsibilities and authority for 
investment and finance and serves as the state's lead asset manager, 
banker and financier.  The State Treasurer’s Office, with approximately 
235 staff positions, does not provide oversight of bond expenditures, 
although the state treasurer chairs more than 30 bond finance 
committees.  The State Treasurer’s Office issues the bonds that finance 
public works projects.  The office also manages the state’s Pooled Money 
Investment Account, which is used as interim financing to pay for bond 
program expenditures until project completion. 
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Expanding and Enhancing 
Oversight  
 
In the past several years, Californians have authorized a sizable amount 
of borrowing capacity – some $54 billion since 2006 – to pay for a variety 
of infrastructure investments – new and improved roads, schools, 
housing and natural resource protection.  In enacting bond measures, 
Californians have committed a growing portion of the annual budget for 
several decades to come to pay for these investments.  Californians 
deserve accountability and transparency for all government 
expenditures.  Given that debt payments have a higher priority than all 
other state government program areas outside of education, it is 
imperative that bond-funded programs are held to the highest level of 
scrutiny and greatest level of accountability to ensure that investments 
made today will provide the utmost benefit to the generations who will 
pay off these obligations. 
 
As previously described, several players have key roles in overseeing 
bond expenditures – the Legislature, the administration and other state 
entities such as the Bureau of State Audits and the State Controller’s 
Office.   
 
To his credit, shortly after California voters enacted the single largest 
bond package in the state’s history – the $43 billion bond package 
enacted in November, 2006 – Governor Schwarzenegger issued an 
executive order expanding accountability and transparency for state 
agencies and departments charged with administering the bond 
programs. 
 
In the executive order, Governor Schwarzenegger proclaimed that: 


 
“Accountability consists both of ensuring that bond expenditures 
contribute to long-lasting, meaningful improvements to critical 
infrastructure, and providing the public with readily accessible 
information about how the bonds they approved and are paying for 
are being spent.”52 


 
In this study, the Commission assessed whether these improvements are 
adequate or if more oversight is required.  The Commission found that 
the governor’s policies expanding accountability and oversight have 
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provided a definite step in the right direction, but more could be done to 
ensure bond money is spent wisely.  Because of the diversity, quantity 
and complexity of programs funded by the bonds, it is difficult to 
decipher exactly how money is being spent and whether it is being spent 
efficiently and effectively.   
 
The five bond measures enacted in 2006, for example, span 
22 departments and represent more than 100 programs.  They have 
generated more than a thousand lines of statutory code.53  Bond 
proceeds are used for a wide variety of infrastructure investments 
ranging from roads, bridges and highways, to school facilities, affordable 
housing, levee repairs, wetlands protection and habitat restoration.  As a 
result, there is no standard approach for evaluating the efficiency and 
effectiveness of the bond-funded programs.  According to former 
Legislative Analyst Elizabeth Hill, “each measure is unique and each 
measure must be analyzed individually.”54   
 
In many cases, it is too early to tell how effectively and efficiently the 
2006 bond money is being spent.  The first financial audits of some of 
the 2006 bond programs, required upon program completion, are 
scheduled to begin in the 2009-10 fiscal year; the results of these audits 
will need to be monitored.  In its assessment of the expanded 
transparency, particularly the bond accountability Web site required by 
the executive order, the Commission found that the state needs to do 
more to ensure that information on bond programs and expenditures is 
readily available to the public – a first step in being able to assess 
whether the money is being spent wisely.   
 
Beyond the expanded accountability and transparency required in the 
executive branch, the Commission found that the legislative branch must 
play a more active role in its stewardship of this public money used for 
long-term investment.  The Commission found a need for independent 
oversight and opportunities within existing government entities and 
within existing resources to expand oversight.  Additionally, the 
Commission identified existing models for bond allocation and 
accountability in the California Transportation Commission and the 
State Allocation Board, models that should be replicated in other major 
bond-funded program areas.   
 


Governor’s 2007 Executive Order  
 
The governor’s 2007 executive order required the Department of Finance 
to expand oversight of bond-funded programs and directed state agencies 
and departments administering the bonds to develop a three-part 
accountability regimen for each program, including: 
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 Front-end accountability by developing a strategic plan and 
performance standards for projects before spending the money. 


 In-progress accountability that documents ongoing actions 
needed to ensure that infrastructure projects or other bond-
funded activities stay within the previously identified cost and 
scope. 


 Follow-up accountability in the form of audits of completed 
projects to determine whether expenditures were in line with 
goals laid out in the strategic plan. 


 
The executive order requires each administering agency to report on the 
status of its “in-progress”  monitoring actions semi-annually to the 
Department of Finance, including expenditure information for projects 
that have begun.   
 


Progress of Accountability Plans and Audits 
 
The executive order requires administering agencies to submit their 
three-part accountability plan to the Department of Finance for approval 
prior to spending any bond proceeds.  The Bureau of State Audits (BSA), 
in a February 2009 report on the bond programs, found that the three-
part accountability plans had been approved for 96 of 105 programs 
listed on the bond accountability Web site as of December 2008.  Seven 
of the nine programs without approved plans were either approved in 
early 2009 or had other adequate controls in place.55   
 
Overall, the BSA found that the Department of Finance and the bond 
administering agencies had made progress toward implementing the 
accountability measures required by the governor’s executive order, but 
found “work remains to achieve the goals of the executive order.”56 
 
The Department of Finance, Office of State Audits and Evaluation, has 
issued enhanced guidelines for bond-administering departments to 
improve auditing capabilities for the bond measures enacted in 2006 and 
has injected a performance component into the audit requirements.  As 
previously mentioned, it is too early to tell whether the follow-up 
accountability – financial audits of completed projects by the Department 
of Finance or other auditing entities – will improve outcomes.  Few 
projects have been completed and the audits will not begin on these 
projects until the 2009-10 fiscal year.     
 
The Commission reviewed Department of Finance fiscal audits required 
for earlier bond measures, including Propositions 12, 13, 40 and 50, and 
found the results difficult to interpret.   
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While the Department of Finance found that bond acquired assets were 
“accurately accounted and reported in compliance with the bond acts, 
and in conformity with the accounting practices as prescribed by the 
State of California,” it also concluded that “the control and accountability 
for bond funds could be strengthened and fiscal operations could be 
improved.”57    
 
In written material submitted to the Commission, the State Controller’s 
Office highlighted inappropriate spending documented in the Department 
of Finance audits.  An audit of Proposition 50 revealed that money from 
Proposition 50 was spent for the executive director of the Santa Monica 
Mountain Conservancy to have an exclusive airport “Red Carpet Club” 
membership, for other personal travel-related expenses and for 
additional expenses unrelated to the protection of coastal watersheds.  
The Santa Monica Mountain Conservancy also spent $150,000 from the 
bond to pay lawyers to defend a lawsuit filed by local residents.  Another 
audit found that the California Coastal Conservancy bond funds were 
spent for lobbying and employee perks, such as transit subsidies and 
yoga and weight loss programs.58   
 
In his written testimony to the Commission, Mike Chrisman, Secretary of 
the California Natural Resources Agency stated that immediately 
following the release of the findings, corrective measures were taken.  
“Funds were returned for all ineligible expenses, and operating 
procedures and organizational structures were modified to enhance 
independence and oversight of bond expenditures.”59  Although the bond 
money was returned, there are no statutes in place that would allow the 
state to impose a fine or a penalty for inappropriate spending.  When 
asked whether or not the Natural Resources Agency had ever sought 
legislation that would impose a penalty for inappropriate use of bond 
money, a representative from the agency said that because the incidents 
were relatively minor, the agency did not deem it necessary to have an 
enforceable statute.  Current bond law simply requires the money to be 
recovered.60   
 


Legislature Must Play a Greater Role 
 
The Legislature plays a key role in designing and appropriating bond 
funding for various programs, but it has not consistently provided 
oversight for bond-funded programs once these programs are underway.  
The Legislative Analyst’s Office provided substantial recommendations on 
how the Legislature could expand and enhance its oversight of the 
programs and projects paid for by the 2006 bond package in its 2007 
report, Implementing the 2006 Bond Package: Increasing Effectiveness 
Through Legislative Oversight.   
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It recommended the Legislature use committee hearings to review 
required annual reports from departments administering bond projects.  
The LAO also said that a key role for the Legislature in bond oversight is 
to ensure that departments communicate with each other when 
appropriate.  It recommended holding hearings that cut across 
traditional program areas, requiring joint implementation plans as well 
as follow-up by verifying implementation progress.61 
 
Existing law requires the lead state agency administering bond-funded 
programs to provide an annual report to the Legislature and the 
Department of Finance.  The report must include: 


 A list of all projects authorized to receive funds and their 
geographical location. 


 The amount of money allocated to each project. 


 The status of projects with authorized funding.62 
 
It is not clear whether agencies consistently are providing these annual 
reports to the Legislature, particularly now that much of this information 
is or should be available on the bond accountability Web site. 
 
One witness described the lack of legislative oversight as a huge missed 
opportunity.  Members of the Legislature are appropriately focused on 
advancing legislation, however, some consideration should be given to 
oversight of existing programs.  Most bond-funded programs require 
annual appropriations from the Legislature.  With this power of the 
purse, the Legislature could play a more significant role in ensuring bond 
money is well spent.  
 
Witnesses recommended establishing legislative committees dedicated to 
oversight of bond-funded programs.  These committees could review the 
annual reports as well as any financial or performance audits of bond-
funded programs.  The legislative calendar might need to be changed to 
accommodate the time and the resources for effective oversight.   
 
The Legislature also has the authority through the Joint Legislative Audit 
Committee to assign specific audits to the Bureau of State Audits.  The 
Legislature could further tap the Bureau of State Audits to review 
specific bond-funded programs.  The BSA already has statutory authority 
for reviewing the children’s hospital bond programs and the housing 
bonds.  The BSA also has indentified bond-funded programs as part of 
its assessment of high-risk issues facing the state and as such provided 
a 2009 report on bond administering agencies’ compliance with the 
governor’s executive order for expanded oversight and accountability.  
Additionally, the BSA conducts the annual Single Audit, required as a 
condition for California to receive billions in federal funds each year. As a 
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result, the BSA will have a significant role in auditing the 2009 federal 
Recovery Act stimulus funds.  
 


More Independent Oversight 
 
In testimony to the Commission, representatives of the controller’s office 
and the treasurer’s office said that the expanded oversight required by 
the executive order was insufficient.  They identified the following 
shortcomings: 


 The government entities responsible for the administration of the 
bond programs oversee themselves. 


 Departments implementing the bond programs might be hesitant 
to provide details of any program shortcoming or problem to the 
Department of Finance.   


 The Department of Finance is not organizationally independent 
from the state agencies that are responsible for the bond 
programs.   


 There is insufficient focus on mid-project oversight as the 
required audits are performed after projects have been authorized 
and completed, precluding possible mid-project corrections.   


 
At the time the governor issued the executive order, the controller and 
the treasurer had proposed a Citizens’ Bond Oversight Commission to 
provide independent oversight of the bond-funded programs.  The 
Legislature was not receptive to the oversight commission, in part 
because of the cost, and in part because of the proposed membership of 
the commission.  As a result, the proposal for a statewide Citizens’ Bond 
Oversight Commission was abandoned. 
 
The controller and treasurer backed legislation during the 2007-08 
session, SB 784 (Torlakson), which would have added auditing staff to 
the Office of the State Controller to audit bond expenditures and would 
have shifted the task of Web-based reporting and tracking to the State 
Treasurer’s Office.   
 
The state controller already has constitutional authority to audit certain 
expenditures:  “The Controller shall audit all claims against the state, 
and may audit the disbursement of any state money, for correctness, 
legality and for sufficient provisions of law for payment.”63 
 
SB 784 failed to pass in 2008, in part due to the cost associated with 
adding auditing staff.  In written testimony to the Commission, the State 
Controller’s Office indicated the cost to expand auditing staff is 
approximately $1 million, “a relatively insignificant cost in comparison 
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with the $42.6 billion in bond expenditures to be disbursed.”  The money 
to pay for the expanded auditing staff would have come from the 
administrative portion of the bond measures, typically 5 percent of the 
bond money.  The State Controller’s Office asserts that its track record 
for audits, on average, result in cost savings of 13 times the cost required 
for the audit.64   
 
More recent legislation, SB 503 (Kehoe) also would expand the auditing 
staff of the State Controller’s Office and require the SCO to annually 
choose to audit one or more projects funded by the 2006 bond measures.  
The cost of the audits would be paid for from the 5 percent set aside from 
each bond measure for administrative purposes.  As originally proposed, 
the bill would have added 10 dedicated auditors, enabling the State 
Controller’s Office to audit up to 30 projects annually.  Based on past 
performance, the State Controller’s Office estimated cost savings of at 
least $15 million as a result of the audits, more than offsetting the costs 
of the audits.  The bill was amended in June 2009 reducing the number 
of additional auditors to three.65  
 
Witnesses told the Commission that existing branches of government 
must work in concert to ensure adequate oversight.  They emphasized 
the importance of the enhanced accountability within the executive 
branch and the need for expanded oversight by the Legislature, but also 
saw the value and the necessity of outside, independent oversight.  Some 
witnesses agreed with the proposal for an Independent Citizens Oversight 
Commission.  However, in the current fiscal climate, a more prudent 
recommendation is to expand the auditing staff in the State Controller’s 
Office and pay for this expansion with the portion of the bond money set 
aside for administration.   
 


Transparency and Accountability on the Web  
 
The governor’s 2007 executive order also required the Department of 
Finance to establish a Web site where information on the progress of 
bond-funded programs would be readily accessible to the public.  The 
Web site, www.bondaccountability.ca.gov, is appropriately a work in 
progress as information is added and updated as the bond programs are 
implemented and as money has been appropriated by the Legislature.  
The Department of Finance and the bond oversight entities were required 
to develop the bond accountability Web site quickly and with existing 
resources.   
 
Although the Department of Finance is responsible for maintaining the 
Web site, the government entities administering the bond programs are 
responsible for providing the data.  The Department of Finance provided 
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basic guidelines and expectations to the administering entities, but the 
data available and the way it is presented on the pages linked to the 
bond accountability home page are as different as the departments 
responsible for the bonds.  Some departments had fairly sophisticated 
Web sites before the governor’s executive order while others had to build 
sites from scratch.   
 
As a result, the level of detail and ease of use varies greatly by program 
area.  Frequently, the bond accountability programs link to other 
departmental Web pages with additional details, such as information on 
specific grant programs.   
 
Each of the five bond measures includes lists of each major program, the 
amount of money included in the bond, the amount of money committed 
for projects and the amount of money still available.  As described 
previously, money “committed” for projects can mean one of several 
things: the amount appropriated, the amount proposed for 
appropriations or the amount committed to indentified projects to be 
funded in future years.  This inconsistency makes it difficult to truly 
understand how much money actually has been spent and how much is 
still available. 
 
Proposition 1B, the transportation bond, provides $19.9 billion for a 
limited number of programs.  It is fairly easy to select from the 16 
transportation programs listed on the bond accountability Web site and, 
for many of the programs, view a list or map of approved projects.   
 
However, the Legislative Analyst’s Office has found the “bond 
accountability Web site not very helpful” and has been critical of the 
Proposition 1B portion of the Web site in particular.  In its 2009-10 
Budget Analysis of transportation programs, the LAO found that “certain 
information that is essential to understanding the progress and status of 
Proposition 1B projects is missing from the bond Web site.”  While the 
descriptions of project recipients are more detailed in this bond program 
area than others, the Web site still lacked key indicators including 
project milestones and costs, an overall project status and a date when 
the Web site was last updated.  According to the LAO, at one point, the 
bond accountability Web site included easy-to-read status indicators 
with a green checkmark for projects on schedule, a yellow diamond for 
projects with potential risks and a red “x” for projects with known cost or 
schedule changes.  In July 2008, the indicators showed that all projects 
were on schedule and within cost.  After discussions with Caltrans about 
certain projects that had known delays and cost increases, the indicators 
were removed from the Web site.66 
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The California Natural Resources Agency also makes use of status 
indicators for bond-funded programs.  The bond accountability Web site 
for Proposition 1E, the bond enacted to pay for various flood control 
measures, had 15 projects listed with green checks indicating that the 
projects were on time, within budget and within scope.  For other 
programs within Proposition 1E, the three-part accountability measures 
were listed, but projects had either not been awarded or the Web site had 
not been updated.  At least half a dozen programs within Proposition 1E 
did not have any information posted – the three-part accountability 
measures simply stated “text pending.”67 
 
The Web site section devoted to Proposition 84 is a complicated 
labyrinth, and even after successful navigation, information on bond 
spending is not always readily available.  Like the Proposition 1E site, 
some programs do not include the three-part accountability measures 
and others lack a listing of authorized projects.  This is in part due to the 
complexity of the bond measure.  The nine chapters from Proposition 84 
link to dozens of individual programs, some more sophisticated than 
others.  The California State Parks site not only lists the projects, but 
has a link to a geographic information system map.   
 
Other links are less helpful.  As of May 2009, some of the information on 
these links was not up-to-date.  Although the main Web page for each 
bond measure lists the amount of money available and the amount 
committed, it is not always possible to tell how much money has been 
dedicated to individual programs.   
 
Many programs had links to other Web pages, sometimes simply to the 
home page of the entity administering the bond program.  Other links led 
to Web pages that had been updated, though they provided little 
information regarding the status of the bond program.  For example, 
selecting the Urban Streams Restoration Program link led to a 
Department of Water Resources Web page with this information: 
 


“Due to the State's fiscal crisis and the current freeze on 
bond funds, the application cycle for the California River 
Parkways and the Urban Streams Restoration Grant 
Programs has been delayed.  However, the Natural 
Resources Agency and the Department of Water 
Resources are moving ahead with the initial review 
process and anticipate conducting site visits to projects 
under consideration during Summer/Fall 2009, 
contingent on the availability of grant funds.”68 


 
Witnesses testifying before the Commission said that the Department of 
Finance Web site was cumbersome and difficult to navigate.  An 
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economist with significant expertise in government budgets said, “I 
should have a greater ability than the average person to wade through it 
and I find it difficult to impossible.”69  
 
A February 2009 review of the bond programs by the Bureau of State 
Audits (BSA) also found shortcomings with the Department of Finance 
bond accountability Web site.  The BSA found that the Web site did not 
list all of the programs or projects funded, and not all projects included 
descriptions or the amount of money spent on each project, as required 
by the executive order.   
 
Given the short time frame and the limited resources available to develop 
the Web site, the Department of Finance and the entities administering 


the bond programs did a 
commendable job for making the 
initial information for the bond 
programs accessible to the 
public.  More than two years 
have passed, however, since the 
governor ordered the 
development of the Web site and 
more must be done to evolve the 
Web site into a more credible and 
user-friendly accountability tool.   
 
The administration should turn 
the management of the bond 
accountability Web site over to 
an entity with a greater focus on 
and depth of experience with 
technology, such as the Office of 
the State Chief Information 
Officer (OCIO).   
 
The Office of the State Chief 
Information Officer is well-suited 
to be the central repository for 
accountability and transparency 
for the state’s bond-funded 
programs.  A February 2009 
Governor’s Reorganization Plan 
to Consolidate Information 
Technology Functions proposed 
expanding the authority of the 
OCIO, moving the Department of 
Technology Services into the 


Inconsistent Terms 


Attempting to comprehend how much of the 2006 bond 
money has been spent and how much still is available based 
on the information provided on the state’s bond 
accountability Web site is confounded by the various 
definitions used by bond-administering entities.  The 
following terms can have different meanings for different 
departments: 


Authorized – Voters have enacted a bond measure and 
authorized the state to implement projects and programs and 
eventually issue bonds to pay for the authorization. 


Appropriated – In general, this term is used to indicate that 
the Legislature has enacted and the governor has signed a 
budget with an appropriation for a specific amount of money.  
The money is available to agencies and departments to award 
or to spend. 


Allocated – The California Transportation Commission (CTC) 
uses this term to describe its process for setting aside a portion 
of the bond money for a particular project. 


Committed – This term varies by department and is perhaps 
the most confusing.  For the CTC, it is the same as allocated.  
For the State Allocation Board, it means that money has been 
set aside for specific school facility projects and will be 
awarded once a school district submits an approved 
architectural plan.  If a school district fails to do this, the 
money then becomes available to be awarded to another 
school district. 


Available – Money that has not been committed or allocated 
to a specific project is described as available.  The money may 
or may not have been appropriated by the Legislature. 


Issued – When a bond-funded project has been completed, 
the California State Treasurer sells or issues a bond. 
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Office of the State Chief Information Officer and consolidating contracts 
and services.  The Little Hoover Commission reviewed the plan, as 
required by statute, and recommended the Legislature allow the plan to 
take effect.  The plan implemented several prior Commission 
recommendations and made an important step in a multi-phase process 
toward a single point of accountability for the state’s information 
technology systems.  The Legislature followed the Commission’s 
recommendation and let the reorganization plan take effect in May 2009.   
 
As a result, the OCIO has been significantly empowered to lead state 
information technology projects and is quickly becoming the focal point 
for state accountability and transparency efforts.  The OCIO recently was 
given responsibility for posting conflict of interest forms for all governor 
appointees on a Web site, www.reportingtransparency.ca.gov.  On 
June 4, 2009, the governor issued an executive order requiring agencies 
and departments, with the assistance of the OCIO, to post all audits on 
the transparency Web site so that these audits would be readily available 
to the public.70  The OCIO also is responsible for maintaining the 
California Recovery Web site for accountability and transparency on how 
the federal stimulus money is being spent.   
 
On the Web site, www.recovery.ca.gov, State Chief Information Officer 
Teri Takai writes: 
 


“When it comes to spending Recovery Act dollars, transparency is 
of the utmost importance.  It is critical that Californians are able to 
see exactly where their federal stimulus dollars are 
going…Californians can now navigate to issue pages that will 
provide greater detail on where Recovery Act dollars will be spent 
in specific areas such as transportation, housing, education and 
health care.  The issue pages will also have frequent updates to 
inform Californians when action has been taken and have an 
interactive map to show where funds are being spent 
geographically in the state.”   


 
Californians also should be able to see exactly where their bond money is 
going.  The standards and format that the OCIO implements for the 
Recovery Act Web site could be replicated for the state bond 
accountability Web site.  The bond-administering agencies would still be 
required to provide the data, however, the OCIO – with its recent 
expansion in authority – is better suited than the Department of Finance 
for ensuring information is presented in a standardized and user-friendly 
format. 
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Good Models Exist 
 
Certain bond-funded program areas benefit from public boards and 
commissions with decades of experience in grant programs for 
infrastructure.  Witnesses at the Commission’s public hearings 
referenced the California Transportation Commission (CTC) for 
transportation projects and the State Allocation Board (SAB) for school 
facility construction as potential models.  Neither is completely divorced 
from the political process.  However, several witnesses cited these two 
entities as models for bond allocation and accountability.  All may not 
agree with the outcomes of the award processes of these entities, 
however, both have a well-defined, transparent process with 
opportunities for public input.   
 
The California Transportation Commission 
 
The California Transportation Commission (CTC) was created by the 
Legislature in 1978 as a result of a growing concern that the state lacked 
a single, unified transportation policy.  It replaced four other boards.  
The independent, 11-member CTC oversees and coordinates the activities 
of the state’s transportation sector.  The CTC and Caltrans have decades 
of experience awarding transportation grants funded through both state 
and federal programs, although administering bond-funded programs is 
relatively new as transportation projects traditionally have not been 
funded by general obligation bonds.   
 
Government transportation representatives said that for years, they have 
complied with federal accountability requirements which are more 


stringent than the state’s requirements.  
Caltrans has a significant auditing staff 
with decades of experience auditing 
transportation spending.  For follow-up 
accountability on Proposition 1B, 
Caltrans has contracted with the State 
Controller’s Office for 12 independent 
auditors to enhance its own auditing 
capabilities and to provide an outside 
assessment.  
 
At the October 2008 hearing, Caltrans 
and the California Transportation 
Commission officials described the 
transparency and accountability in place 
for the Proposition 1B programs and the 
process for awarding grants.  Unlike some 


California Transportation Commission 
Appointment and Reporting Structure 


 California Transportation Commission 
 


9 Public Members      1 Senator   1 Assemblymember   
 
Appointed by the      Appointed by   Appointed by the 
governor;       the Senate   speaker of the 
confirmed by the      Rules    Assembly 
Senate       Committee 
 
One public member  
is elected as chair, 
and one is elected 
as vice chair. 
    


Executive Director 
 


Appointed by the CTC  
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of the other bond program areas, the transportation funding process 
incorporates a robust state and local prioritization process, initiated from 
the bottom up.  Local priorities are established through local and 
regional transportation plan development.  Priorities for projects are 
established by city councils, county boards of supervisors and local and 
regional transit agencies.  Local and regional transportation agencies 
develop regional transportation plans and based on these plans, 
proposals are submitted and considered for grant funding through the 
California Transportation Commission’s public process.  Before the CTC 
awards the Proposition 1B bond money to a local project, the local 
agencies must have taken initial steps – including right-of-way 
purchases and environmental impact studies, ensuring that all state 
bond-funded grant awards will quickly turn into construction projects.   
 
The Legislature has the final say in making the appropriations for 
transportation projects and while it is not unknown for members of the 
Legislature to put pressure on the CTC for approval of various local and 
regional projects, the Legislature typically follows the recommendations 
of the CTC.  State transportation officials said that the Legislature has 
been very involved in designing the structure of transportation programs 
and in addition to the 11 voting members, the CTC includes two active, 
ex-officio members of the Legislature, typically the Senate and Assembly 
transportation and housing committee chairs.   
 
The State Allocation Board 
 
The State Allocation Board (SAB) is responsible for awarding bond money 
from Proposition 1D and other K-12 educational facilities bonds.  
Originally established in 1947, the SAB was most recently transformed 
as part of an agreement between Governor Pete Wilson and the 
Legislature in a package of school reforms known as SB 50, authored by 
the late state Senator Leroy Greene.  These reforms were approved by 
voters in November 1998 as part of school facilities bond initiative and 
significantly changed the basis for allocating state funds and the 
procedures used by the SAB in making allocation decisions.   
 
The Commission reviewed the governance structure of the State 
Allocation Board in 2007 and though it recommended several reforms of 
the board’s structure, including modifying and expanding the board 
membership and making it an independent entity, the Commission did 
not find weaknesses in the way it prioritizes and distributes bond money.   
 
The board includes the director of the Department of Finance, the 
director of the Department of General Services, the State Superintendent 
of Public Instruction, three Senators, three Assemblymembers and one 
governor appointee.  The board holds monthly public meetings to award 
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bond money to school districts.  The Office of Public School 
Construction, within the Department of General Services, provides staff 
to the board and oversees the implementation of bond-funded K-12 
education programs. 
 
K-12 school construction and modernization is determined at the local 
level by school districts.  School districts must pass a local bond or find 
other local funding to provide the local match for the state bond money.  
Once local funding is established, districts submit applications for 
eligibility to the Office of Public School Construction.  The State 
Allocation Board commits bond money to school districts based on their 
eligibility.  
 
After a district verifies that they have their share of the project cost, their 
architectural plans and specifications have been approved by the State 
Architect and the site and plans have been approved by the California 
Department of Education, the district can apply for state funding.  The 
entire process from design development and construction time to student 
occupancy typically takes between two and four years.  As a result, the 
time between when voters enact a bond and school construction is 
complete is slower than other types of bond program areas. 
 
Bond-funded transportation and school facility programs are easier to 
track than some of the state’s other bond-funded programs and the 
outputs – successfully completed roads, highways and schools – are easy 
to document.  Not all bond-funded program areas, however, have the 
benefit of such lengthy experience with accountability requirements or 
public grant-making boards, nor do they fund such tangible projects as 
highways and schools.   
 
“Money in Search of a Mission” 
 
It is more difficult to track and assess the effectiveness of bond programs 
in other parts of government.  In the natural resources arena, the 
allocation authority and accountability is more diffuse than in 
transportation or school facility construction.   
 
Between 1996 and 2006, voters enacted seven bonds authorizing more 
than $20 billion for various natural resource investments, the majority of 
which were to improve water quality and reliability, and more recently, 
flood protection.  Despite this significant investment in improving water 
quality and reliability, it is not clear what gains have been made.  And 
with the current severe budget shortfall, policy-makers in 2009 are once 
again discussing proposing another $10 billion or larger water bond for 
the next statewide election.   
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The natural resources bonds fund a myriad of projects – sometimes 
specifically identified in the bond measure and other times left up to the 
Legislature to determine.  Proposition 84, a fairly prescriptive initiative 
passed in 2006, authorized spending in more than 60 programs across 
19 departments.71  
 
Additionally, the natural resources bonds often have been used to fund 
the planning and science programs that identify needs.  The Commission 
was told that sometimes the bond measures appear to be “money in 
search of a mission.”   
 


Natural Resources Bonds 1996-2006 


Year Enacted Bond Title Amount 


Proposition 204 
November 1996 Safe, Clean, Reliable Water Supply Act $995 million 


Proposition 12 
March 2000 


Safe Neighborhood Parks, Clean Water, Clean Air and Coastal 
Protection Bond Act $2.1 billion 


Proposition 13 
March 2000 


Safe Drinking Water, Clean Water, Watershed Protection, and 
Flood Protection Act $1.97 billion 


Proposition 40 
March 2002 


California Clean Water, Clean Air, Safe Neighborhood Parks, 
and Coastal Protection Act $2.6 billion 


Proposition 50 
November 2002 


Water Security, Clean Drinking Water, Coastal and Beach 
Protection Act $3.44 billion 


Proposition 1E The Disaster Preparedness and Flood Protection Bond Act $4.09 billion 


Proposition 84 
The Safe Drinking Water, Water Quality and Supply, Flood 
Control, River and Coastal Bond Act $5.388 billion 


Source:  Legislative Analyst’s Office.  February 3, 2009.  2009-10 Budget Analysis Series: Resources.  A Funding Framework 
for Natural Resources and Environmental Protection Programs. 


 
Proposition 84, for example, provides $65 million for state water planning 
and design.  The bond accountability Web sites lists four programs: Delta 
Vision Program, California Water Plan, Climate Change Program and 
Surface Storage Program.   
 
The Delta Vision Program provided for the appointment of a Blue Ribbon 
Task Force to develop a plan for the Delta.  Although most agree that 
solving the ongoing water issues in the Delta is a high priority, it may not 
be appropriate to fund a blue ribbon planning effort with bond proceeds.  
The Surface Storage Program will evaluate the five surface storage 
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projects identified in the 2000 CALFED Bay-Delta Program Record of 
Decision.  
 
Likewise, Proposition 84 money has been allocated to the Department of 
Water Resources for a five-year update of the California Water Plan, as 
required by statutory code.  The water plan is important, but it is not 
clear that bonds are the most appropriate tool for financing what should 
be considered an ongoing operational expense, since the plan is required 
by statute to be updated every five years.  The Climate Change Program 
allocates bond money to conduct detailed evaluations of projected 
climate change impacts on the state’s water supply and flood control 
systems, another activity that will require ongoing updates.   
 
Money from several resources bond measures has been used as part of 
the CALFED program to improve the Sacramento-San Joaquin Delta 
watershed, some $1.6 billion.72  It is difficult to track how the money was 
spent, what outcomes were achieved and whether taxpayers will be 
paying for these expenditures long after the value has diminished.  For 
example, the state has spent Proposition 50 bond money to purchase 
water as part of the Environmental Water Account program, the goal of 
which is to acquire water for endangered species protection and recovery 
in the Sacramento-San Joaquin Delta and to hold the water in reserve for 
when the endangered species need it most.   
 
An August 2008 newspaper investigation revealed that the state paid 
nearly $100 million from bond proceeds to purchase water for the 
Environmental Water Account from a Kern County water bank.  The 
water bank had purchased water from the state a few years earlier for 
about a sixth of the cost.  The Environmental Water Account program 
was set up to slow water pumping out of the Delta to prevent the decline 
of special fish species.  Despite spending billions to improve Delta water 
supplies and environment, California’s largest estuary is facing an 
ecological collapse.  Simultaneously, the stability of the state’s water 
supply has not improved.  Because much of this spending was financed 
with bond money, Californians will be repaying the borrowed money for 
years to come, with little to show for their investment.73  
 
A representative from the Planning and Conservation League told the 
Commission that water bond money was used to support the 
Environmental Water Account program and the Kern water bank, the 
first program to reduce exports through the Delta to preserve the fish 
and the second to expand Delta water exports.  Mindy McIntyre, who 
served as the Planning and Conservation League’s water program 
manager at the time she testified before the Commission, described 
policies at cross purposes.  “If you’re looking for the bond to be 
successful in both programs, you’re setting yourself up for failure.”  She 


“In an ideal world, we 
would have the policy 


and then the funding to 
implement the policy.” 


Mindy McIntyre, Water 
Program Manager, Planning 


and Conservation League  
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said that the programs did not have to work at cross purposes, but they 
ended up doing just that because the programs were not integrated well, 
even though both programs were set up within the same agency.74 
 
In her testimony, Ms. McIntyre also suggested the need for sustainable 
funding for ongoing programs.  For example, Proposition 1E allocated 
money to shore up eroded levees to provide flood protection in Northern 
California.  However, dropping rocks on levees that were positioned as 
part of a plan to move sediment quickly during the Gold Rush era will 
not provide long-term protection.  Ms. McIntyre testified that if the state 
wants better flood protection on a long-term basis, it needs a plan for 
flood management.  Proposition 1E included money for a flood 
management plan, and according to Lester Snow, director of the 
Department of Water Resources, the flood plan for the Central Valley, for 
example, is scheduled to be completed in 2012, and money for specific 
projects in the valley will not be awarded until the plan is in place.75 
 
Ms. McIntyre provided another example of the ineffective use of bond 
money with the Delta science program.  After investing in numerous 
scientific studies, policy-makers still did not have the information to 
make policy decisions about the Delta.  She said 
the studies produced a lot of good scientific 
information, however, because the state had no 
specific objectives for the program, program 
guidelines were not focused or set up to achieve 
results. 
 
In testimony before the Commission, natural 
resources secretary Mike Chrisman and 
Department of Water Resources director Lester 
Snow suggested reviving the dormant California 
Water Commission to provide planning and bond 
allocation authority over the water bonds.  Mr. 
Snow said that the administration was working 
with the Legislature on another water bond and 
that there was some consensus that the 
California Water Commission could be re-
established and given the authority to oversee 
the allocation process for bond money authorized 
for water storage.  The Commission would hold 
public hearings and develop rules to spend the 
bond money.  Mr. Snow said that at a minimum, 
the commission should be revived to provide a 
mechanism to get public input and public review 
of water policy in California. 
 


California Water Commission 


The California Water Commission was created by 
the Legislature in 1957, at the same time lawmakers 
created the Department of Water Resources.  As 
originally established, the purpose of the California 
Water Commission was to conduct an annual 
review of the progress of the construction of the 
State Water Project and report its findings to the 
Legislature.  The commission also was directed to 
advise and make recommendations to the director of 
the Department of Water Resources on any matter 
under the director’s jurisdiction.  Additionally, all 
rules and regulations of the department, other than 
purely administrative rules, were to be presented to 
the commission and shall only become effective 
upon approval by the commission. 


The commission is comprised of nine members 
appointed by the governor and confirmed by the 
Senate.  Seven members must have experience with 
problems relating to the control, storage and 
beneficial use of water.  Two members must have 
an interest in and knowledge of the environment. 


Currently there are no members appointed to the 
commission. 


Source: California Water Code, Section 150. 
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From the mid-1960s through the mid-1990s, the California Water 
Commission was very active on water issues in the state.  Originally 
created to provide advice and guidance on the state water project, it 
evolved in the late 1970s to provide advice on much broader water 
issues.  In the mid-1990s, it became much less active.  Appointments 
were not made and it is now a non-functional entity. 
 
With so many of the resource programs funded by bonds intertwined and 
interrelated – levees, flood control, habitat restoration – reviving the 
California Water Commission and reconstituting it as the California 
Natural Resources Commission could improve planning and 
transparency in the bond allocation process and bring greater 
accountability to the bond-funded natural resource programs.  A 
California Natural Resources Commission could provide the strategic 
thinking on how and where to spend money and to set statewide 
priorities.   
 


Recommendation 1: The Legislature and state government entities administering bond 
programs must improve oversight to ensure bond money is spent efficiently and 
effectively and as voters intended.  Specifically: 


 Both houses of the Legislature should establish a bond oversight 
committee to review performance and financial audits of bond-
funded programs and the annual reports statutorily required of 
bond-administering agencies. 


 The Legislature should require independent audits, conducted by 
a private accounting firm or entity independent from the 
executive branch – such as the State Controller’s Office or the 
Bureau of State Audits – that are systematic and transparent.  
The audit should cover the performance of the bond project as 
well as the dollar amount spent.  The independent audit should 
include:  the cost to the state; the level of overall bond 
indebtedness; and additional overhead as well as hard costs.  
This should be funded from the portion of the bonds available for 
administrative purposes.  


 Additionally, the governor should charge the Office of the State 
Chief Information Officer with streamlining and managing the 
bond accountability Web site and developing mandatory uniform 
standards for tracking bond expenditures and the outcomes of 
those expenditures.  These uniform standards must include 
common definitions for allocations and fund commitment so the 
public can easily understand what bond money has been spent 
and what is still available. 
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Recommendation 2:  The state should reconstitute the California Water Commission as 
the California Natural Resources Commission and charge it with prioritizing and 
overseeing bond-funded programs currently managed within the California Natural 
Resources Agency.  Specifically, using a public process, the California Natural Resources 
Commission should: 


 Develop an overarching plan for funding state natural resources 
programs. 


 Address cross-cutting issues within the bond-funded programs to 
ensure all government entities work in concert and not at cross 
purposes. 


 Allocate bond money authorized for natural resource projects and 
programs. 
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Improving Transparency and 
Clarity 
 
The public has a pivotal role in authorizing the state to borrow money 
using general obligation bonds.  Before any money can be borrowed, a 
majority of voters must approve the bond measure on a statewide ballot. 
 
California has two methods for placing a general obligation bond on the 
statewide ballot, either through the legislative process or the initiative 
process.  Of the five bond measures authorizing $43 billion in bonding 
capacity on the November 2006 ballot, four were placed on the ballot as a 
result of the legislative process and one as a result of the initiative 
process.  Legislative bond measures require a two-thirds vote of the 
Legislature and the approval of the governor before they are placed on 
the ballot.  Hearings are held as part of the legislative process, providing 
opportunities for public input and amendments so that the bond 
language can be honed before it reaches the ballot.   
 
Bond measures placed on the ballot through the initiative process do not 
require public hearings or the approval of the Legislature and governor.  
The initiative process – for bond measures and other types of 
propositions – was established via an amendment to the California 
Constitution in 1911 to provide a direct role in government for the 
people.  Ballot initiatives are submitted to the Attorney General for review 
and require a set number of voters’ signatures in order to qualify for the 
ballot.  Once an initiative measure is placed on the ballot, the Legislature 
must conduct an informational committee hearing at least 30 days prior 
to the election.  There is no opportunity to amend the initiative. 
 
Since 1911, more than 1,000 initiatives have been circulated, but less 
than a quarter of those have qualified for the ballot and of those, only a 
third were enacted by voters.  The use of the initiative process has 
radically changed in the past few decades, however, particularly for 
initiatives that encumber public funds through bond debt.  Between 
1912 and 2000, of the more than 1,000 initiatives circulated, only 25 
were bond measures.  Of these, 12 qualified for the ballot and four were 
approved by voters.76  In the past six years, between 2002 and 2008, 
voters enacted another five general obligation bond initiatives, totaling 
more than $13.5 billion in bonding capacity.77   
 


“Ballot box budgeting is 
out of control.  There’s 
a concern that people 
don’t understand the 
budget…and that voters 
are making decisions 
haphazardly.” 
David O’Toole, 
State Controller’s Office 
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Pay-to-Play 
 
A major turning point in the successful use of the initiative process for 
bond measures occurred in 1988, after Gerald Meral, former executive 
director of the Planning and Conservation League, pioneered the use of 
“logrolling” as a method to get bond measures placed on the ballot and 
passed by voters.  Through logrolling or “pay-to-play,” as this practice 
also is commonly referred to, initiative proponents trade provisions in 
their proposed ballot measures for major financial support.  Mr. Meral 
successfully used this strategy in 1988 with Proposition 70, the 
California Wildlife, Coastal and Park Land Conservation Act, in which 
voters authorized $776 million in bond money for wildlife habitat and 
coastal and park lands throughout California.  Proposition 70 was the 
first park bond act to be placed on a ballot through the citizens’ initiative 
process.78 
 
Unfortunately, what reformists saw as an opportunity to put government 
in the hands of the people in the early twentieth century has now 
morphed into a process that favors special interests and others with 
access to lots of money.  According to a 2008 report by the Center for 
Governmental Studies, the last time an initiative made it onto the ballot 
through a strictly grass roots process with volunteers collecting 


Bond Initiatives 


In more than 80 years, from 1912 until 2000, only four general obligation bond measures placed on the ballot through the 
initiative process were approved by voters, totaling approximately $5 billion in authorized bonding capacity:   


 November 1914: University of California Building Bond Act – $1.8 million. 


 November 1920: Highway Bonds – $40 million. 


 June 1988: Wildlife, Coastal and Park Land Conservation Bond Act – $776 million. 


 June 1990: Rail Transportation Bond Act – $1.99 billion. 


In the past six years, between 2002 and 2008, voters enacted five general obligation bond initiatives, totaling approximately 
that $13.5 billion in authorized bonding capacity: 


 November 2002: Water Security, Clean Drinking Water, Coastal and Beach Protection Act of 2002 – $3.44 billion. 


 November 2004: Children’s Hospital Bond Act of 2004 – $750 million. 


 November 2004: California Stem Cell Research and Cures Act – $3 billion. 


 November 2006: Safe Drinking Water, Water Quality and Supply, Flood Control, River and Coastal Protection Bond 
Act of 2006 – $5.388 billion. 


 November 2008: Children’s Hospital Bond Act of 2008 – $980 million. 


Sources:  California Secretary of State.  “Ballot Measures.”  http://www.sos.ca.gov/elections/elections_j.htm.  Web site accessed October 8, 2008.  Also, 
Hastings Law Library, University of California, Hastings College of Law.  “California Ballot Initiatives Database.”  http://holmes.uchastings.edu/cgi-
bin/starfinder/0?path=calinits.txt&id=webber&pass=webber&OK=OK.  Web site accessed October 8, 2008.  Also, Hastings Law Library, University of 
California, Hastings College of Law.  “California Ballot Propositions Database.”  http://holmes.uchastings.edu/cgi-
bin/starfinder/0?path=calprop.txt&id=webber&pass=webber&OK=OK.  Web site accessed October 8, 2008. 
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signatures was in 1982 when volunteers qualified Propositions 12 and 
13, the first for water conservation and the second for a freeze on nuclear 
weapons.   
 
Following Mr. Meral’s 1988 precedent, ballot measure proponents found 
it much easier to identify a small number of large contributors to fund 
paid signature gathering drives, trading portions of the ballot measure 
for significant contributions.79  As a result, many of the recent bond 
measures placed on the ballot through the initiative process, fund 
projects and programs that benefit the bond measure proponents.  The 
eight non-profit children’s hospitals that provided financial support for 
the two recent children’s hospital bond acts, for example, will receive 80 
percent of the bond proceeds.  Due to the wording in the ballot, 12 
hospitals serving a similar population, including two Shriners’ hospitals 
and Cedar-Sinai Medical Center, do not qualify for bond money under 
the eligibility criteria of the two children’s hospitals bond acts.80 
 


Infrastructure Priorities Set at the Ballot Box 
 
When voters enact bond measures for infrastructure projects, they 
effectively prioritize the programs and projects supported by those bond 
measures above all other potential options.  As described previously, 
repayment of bonds is prioritized over all other state spending, except 
education.  When bond measures are placed on the ballot, whether 
through the legislative process or the initiative process, voters do not 
have the opportunity to weigh infrastructure options as part of an 
overarching statewide infrastructure plan. 
 
Because legislative bond measures require public hearings prior to 
placement on the ballot, a two-thirds vote of the legislature and approval 
by the governor, the process offers more opportunities to consider the 
infrastructure proposals in the context of statewide infrastructure needs 
and amend the measures than bond measures placed on the ballot 
through the initiative process.  Given the state’s lack of an overarching 
strategy for infrastructure spending, however, even through the 
legislative process, there is no assurance that only the highest priorities 
for bond measures will be placed on the ballot.   
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Outside the Context of the Overall State Budget 
 
As more general obligation bond measures are enacted, the debt service 
on bonds consumes a larger portion of the General Fund.  General 
obligation bond measures typically do not have a dedicated revenue 
source outside the General Fund.  Ads promoting the bonds often tout 
that a measure can be implemented without new taxes.  While these 
bond measures may not specifically require new taxes, they are not 
without cost.  In the current budget climate, money to pay for a bond 
measure may displace money for another program that derives its funds 
from the General Fund.  This type of budgeting at the ballot box is the 
equivalent of a consumer taking out a loan for a car or other major 
purchase, without considering the effect on other important household 
expenses, such as food or housing or considering the possibility of new 
revenue – such as taking on a second job – to pay for the new debt.   
 
As voters approve more and more debt, consuming an increasing portion 
of the overall budget, they limit future budgetary choices.  As described 
by one expert, “The higher the debt service ratio, the more that current 
voters and legislators are taking away from future voters and taxpayers, 
the ability to spend the money that they have the way they want.”81 
 
A recent example is the Children’s Hospital Bond Act of 2008.  
Televisions ads depicted actress Jamie Lee Curtis leading a chorus of 
children.  Ms. Curtis urged voters to support the bonds for the sake of 
the children and stated that this could be done with “no new taxes.”  
Voters enacted the children’s hospital bond with 55 percent in favor of 
the measure.  Six months later with the state facing a nearly $24 billion 
budget deficit, Governor Schwarzenegger proposed eliminating the 
Healthy Families insurance program for needy children.  Providing 
resources to expand non-profit children’s hospital was important to 
voters, but it is not clear if, given a more comprehensive picture of how 
funding bond measures may require cuts in other programs, whether 
children’s hospitals would have been voters’ highest priority. 
 
Some question how well voters understand this tradeoff.  A May 2007 
Public Policy Institute of California survey of residents found that nearly 
two-thirds of Californians “knew very little (43 percent) or nothing 
(21 percent) about how state bonds are paid for.”  Only 5 percent of 
Californians indicated that they knew “a lot” about the process.82 


“Official voter information 
sources, including the ballot 


pamphlet and other state 
sponsored resources, fail to 
offer voters clear, concise, 


easily accessible information 
that will effectively equip 


them to make informed 
decisions about initiatives, 


which are often lengthy and 
complex.” 


Center for Governmental Studies 
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Bond Measures Lack Clarity on Projects and 
Programs 
 
Additionally, it often is not clear what types of projects will be funded by 
bond measures.  Voters have enacted five bond measures totaling more 
than $16 billion since 1996 that included the words “clean water,” “clean 
drinking water” or “water quality” in the title.83  Every ballot measure 
includes an official summary that highlights what types of projects a 
bond measure will fund, however, the details can be buried deep within 
the statutes that the measure proposes.  The official summary language 
of Proposition 84, The Safe Drinking Water, Water Quality and Supply, 
Flood Control, River and Coastal Bond Act of 2006, for the ballot and the 
language summary on the Secretary of State Web site, for example, 
states the bond measure: 
 


“Funds projects relating to safe drinking water, water quality and 
supply, flood control, waterway and natural resource protection, 
water pollution and contamination control, state and local park 
improvements, public access to natural resources, and water 
conservation efforts. Provides funding for emergency drinking 
water, and exempts such expenditures from public contract and 
procurement requirements to ensure immediate action for public 
safety.”   


 
When voters said yes to clean water, it is not clear they knew they were 
voting to spend $100 million toward building aquariums and other 
similar facilities in various locations across the state, including 
potentially $5 million for a new aquarium in Fresno.  The word 
“aquarium” does not show up until page 143 of the 192-page Official 
Voter Information Guide for the November 2006 election.  Nor was it 
easily apparent that $2 million of the Proposition 84 money dedicated to 
the preservation of beaches, bays and coastal waters would be used to 
construct a replica of the historic ship San Salvador for the Maritime 
Museum Association of San Diego.84 
 


Taking Steps to Ensure Voters Are Adequately 
Informed 
 
Despite the problems with the state’s initiative process, by some 
measures, California is ahead of much of the nation in terms of providing 
information to voters.  In a report aimed at improving the initiative 
process in those states that use it, the National Conference of State 
Legislatures recommended, among other things, that “states should 
produce and distribute a voter information pamphlet containing 
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information about each measure certified for the ballot.”  California is 
one of only 14 states that are required by statute to produce voter 
information pamphlets and one of 12 states that publish a fiscal impact 
statement in the official voter guide if a proposed initiative will have a 
monetary impact on the state’s budget.85   
 
California’s official voter guide, produced by the Secretary of State’s 
Office, is viewed as a trusted source for neutral, accurate information on 
the ballot initiatives.  Current statute ensures that voters, at a minimum, 
are provided the following information in the official ballot pamphlet: 


 A complete copy of each measure, including a title and summary 
prepared by the Attorney General. 


 An impartial analysis prepared by the Legislative Analyst, that 
includes a description of the measure and a fiscal analysis. 


 Arguments both for and against the measure, and rebuttals to 
each.86 


 
Language in statute even emphasizes the importance of ensuring that 
the information is conveyed in a manner that is understandable to the 
average voter.  The Legislative Analyst is directed to write the analysis “in 
clear and concise terms which will easily be understood by the average 
voter, and shall avoid the use of technical terms wherever possible.”87  
Despite attempts to bolster reader comprehension, voters are still 
confused about the content of the ballot measures.  Given that 66 
percent of voters found the ballot wording for initiatives complicated and 
confusing88, the question remains whether California voters are getting 
the right information in a format that makes sense.   
 


Information on Bond Measures in the Ballot Pamphlet 


When state bond measures are placed on the ballot, California law requires the Legislative Analyst to prepare a 
discussion of the state’s current bonded indebtedness situation to be included in the voter information guide.  This 
discussion includes: 


 The amount of the state’s current authorized and outstanding bonded indebtedness. 


 The approximate percentage of the state’s General Fund revenues which are required to service this 
indebtedness. 


 The expected impact of the issuance of the bonds to be approved at the election on the General Fund. 


 Additionally, when the bond allocates funds for specific programs, the Legislative Analyst must also describe 
the proportionate share of funds for each major program funded by the measure. 


The Legislative Analyst’s overview of the state’s bond debt is currently located in the back of the voter information 
guide.  It should be moved to a more conspicuous location in the front of the guide to emphasize the importance of 
voter’s decisions on the overall state budget. 


Source: California Elections Code.  Section 9088. 
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Prior and Current Attempts to Improve Clarity for 
Voters 
 
Attempts have been made to improve the initiative process over the past 
several decades, but none have been successful due to the difficulty in 
amending the California Constitution.  The Legislature tried, but so far 
has been unsuccessful, to specifically limit the pay-to-play practice.  In 
1991, the Legislature passed and the governor signed a bill limiting pay-
to-play, but a court later declared it invalid.89   
 
Several bills proposed in 2009 would amend the constitution to require 
future bond measures to have a revenue source.  To take effect, these 
legislative constitutional amendments must be proposed by a two-thirds 
vote of both houses and be submitted to the electorate for approval.90  
One measure, SCA 14 (Ducheny), would prohibit an initiative measure 
from being placed on the ballot unless the measure includes additional 
revenues that would meet or exceed the net increase in costs from the 
ballot measure.  Two other measures, ACA 3 (Blakeslee) and ACA 5 
(Calderon), would require bond measures to identify a revenue source or 
a program cut in order to be submitted to voters.  Additionally, ACA 5 
would require initiative measures that authorize the issuance of bonds to 
be approved by at least 55 percent of voters – currently, bonds can be 
authorized with the approval of a majority of voters.   
 
Other bills introduced during the 2009-10 session aim to enhance voter 
information by requiring additional information to be included in the 
ballot pamphlet.  AB 894 (Furutani) would require the Legislative Analyst 
to include additional information in the fiscal impact statement section of 
the voter information guide, including an estimate of the percentage of 
the General Fund that would be expended due to the measure’s passage.  
Similarly, AB 1278 (Harkey) would require the Legislative Analyst to 
include additional information for each voter initiative that proposes the 
issuance of a state bond, such as the total amount of the proposed bond 
indebtedness; the total amount of interest paid over the term of the 
proposed bond; information informing voters that by approving the 
measure they are authorizing the state to incur debt; and, information 
informing voters whether tax revenue will be used to repay part or all of 
the proposed bond debt.   
 
These reforms could diminish the unanticipated effects of bond measures 
on the state budget – either by changing the requirements for allowing a 
bond measure to be placed on the ballot or by providing additional 
information to more properly inform voters about the options on the 
ballot.  Each of these measures likely will face tough opposition from 
stakeholders who have benefited from prior initiatives.  However, it is 


“Voters are not sufficiently 
aware of the cost pressures 
certain ballot measures and 
initiatives create.  Voters 
need to understand the 
fiscal impact of new ballot 
proposals in the context of 
the state's budget and 
General Fund.” 
AB 894 (Harkey).  Bill Analysis. 







LITTLE HOOVER COMMISSION 


50 


essential that all steps are taken to provide voters with sufficient and 
relevant information to inform their decisions in the voting booth.   
 


Improving Decision-Making Through Enhanced 
Disclosure 
 
During the public hearing process, the Commission discussed 
opportunities for improving information available to voters on bond 
measures, specifically, requiring the state to establish standards or 
fundamental criteria for bond measures.  The Commission discussed 
adding a simple pass/fail report card to the voter information guide that 
could show whether certain standards had been met.  Ideally, the report 
card should answer the following questions using a combination of easy-
to-understand text and graphics: 


 Where will the money come from to pay for the bond measure? 


 Is money left over from prior bond measures that could be used 
for these projects, and if so, how much?  


 Do we know what we are buying – is there a specific list of 
projects to be funded or will lawmakers make those decisions 
once a measure passes? 


 Is this a good long-term investment – will the proposed projects 
maintain value over the life of the bond debt? 


 Has the bond measure been vetted with opportunities for public 
input? 


 Would the measure provide money for infrastructure projects that 
have been identified as a priority?  


 
As straightforward as this sounds, Mac Taylor, the Legislative Analyst 
cautioned that the report card would need to be carefully crafted to avoid 
the appearance of bias and to provide an opportunity to articulate subtle 
distinctions.91  Even simple yes or no questions ultimately could be 
misleading.  For example, in answering a question such as, does the 
bond measure identify a dedicated revenue source, a simple thumbs up 
or thumbs down answer might imply that all bond measures without 
revenue outside the General Fund are not a good idea, when in fact, an 
investment in an urgent need such as emergency levee repair might 
warrant the prioritization over other government spending. 
 
Currently, the Secretary of State is authorized to include in the ballot 
pamphlet “tables of contents, indexes, art work, graphics and other 
material” that will improve the readability of the voter guide for the 
average voter without the need for additional legislation.92  The 
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Legislative Analyst’s Office is charged with providing an unbiased 
assessment and written analysis of ballot measures.  The Secretary of 
State could include in the voter guide an easy-to-read chart or report 
card developed by the Legislative Analyst’s Office that assists voters in 
more completely understanding the fiscal context of and potential 
tradeoffs that result from their decisions on the ballot.   
 
If current trends continue and an increasing number of bonds continue 
to go before voters, it is essential that the state provide clear, easy-to-
understand information to help voters decipher complex budgetary 
issues at the ballot box. 
 
Recommendation 3:  To improve transparency and clarity for voters, the state must 
establish fundamental criteria for ballot measures and these criteria should be evaluated 
and included as a simple and easy-to-understand report card in the voter guide for all 
bond measures placed on the ballot.   
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Bolstering Local Bond Oversight 
Commissions 
 
While no independent bond oversight commission exists at the state 
level, thousands of Californians across the state participate on local bond 
oversight committees that act as watchdogs over K-12 school and 
community college facility construction.  
 
Local bond oversight committees are mandatory for any bond measure 
that has been adopted by a 55 percent majority.  The requirement for 
local school and community college districts to establish citizens’ bond 
oversight committees was enacted as companion legislation to 
Proposition 39, which lowered the threshold required to pass local 
measures for K-12 and community college bonds to 55 percent from a 
two-thirds majority.93   
 
Local education bond funds typically are matched with state education 
bond funds.  At their best, local bond oversight committees keep a 
watchful eye on both state and local spending for school construction 
and renovations in communities all across California. 
 
Since lowering the voting threshold in 2000, local bonds for educational 
facilities have had significantly higher passage rates.  The lower 
threshold led to substantially more education facility bonds on local 
ballots, from approximately 26 ballot measures for each election prior to 
2000 to a current average of 65 measures.94  This change helped solve 
much needed and long-overdue improvements and construction of 
schools, pumping some $77 billion in local bond funding into K-12 and 
community college facility construction since 2000.95   
 
Several experts told the Commission that the state should lower the voter 
threshold for other types of local bonds to expand opportunities for local 
governments to provide local solutions to necessary improvements in 
other infrastructure sectors, such as transportation, energy and water.  
Before considering this option, however, the state should bolster the 
effectiveness of the local oversight commissions charged with ensuring 
that taxpayer dollars are being spent as intended. 
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The Role of Citizens’ Oversight 
Committees 
 
When a local bond for K-12 or community 
college school facilities is passed by a 55 
percent majority, the governing board of the 
local school district or community college 
responsible for implementing the school 
construction must appoint an independent 
citizens’ oversight committee.  The purpose of 
the oversight committee is to actively review and 
report on the proper expenditure of taxpayers’ 
money for school construction.  Additionally, 
the committee advises the public as to whether 
a district has complied with the following 
requirements: 


 Bond money is spent only for 
the construction, reconstruction, 
rehabilitation or replacement of school 
facilities, including the furnishing and 
equipping of school facilities or the 
acquisition or lease of property for 
school facilities. 


 Bond money is not used for teacher or 
administrative salaries or other school 
operating expenses. 


 
The oversight committee also has the authority 
to request and review copies of the annual, 
independent performance and financial audits 
and to inspect school facilities and grounds to 
ensure bond money has been spent as 
described in the bond measure.  The oversight 
committee also has the authority to review 
deferred maintenance proposals and efforts by 


the local district to maximize bond revenues by implementing cost-saving 
measures. 
 
School and community college districts are required to provide technical 
and administrative assistance to the oversight committee and bond funds 
can not be used to pay for this assistance.  The oversight committee 
meetings are open to the public and the committee is required to issue a 
report annually.96 
 


Membership of Citizens’ Oversight 
Committees 


Local citizens’ oversight committees must include at 
least seven members who serve terms of two years.  
Members can serve a maximum of two consecutive 
terms.  Membership requirements vary depending upon 
whether or not the committee is overseeing K-12 or 
community college facilities construction, but both types 
of committees must include: 


 A person active in a business organization 
representing the business community within the 
district. 


 An active member of a senior citizens’ 
organization. 


 An active member of a bona fide taxpayers’ 
organization. 


 Two members from the community at large. 


School district oversight committees also must include: 


 A parent or guardian of a student enrolled in the 
district. 


 A parent or guardian of a student enrolled in the 
district who also is actively involved in a parent-
teacher organization. 


Community college district oversight committees also 
must include: 


 A community college student active in an 
organized community college group, such as 
student government. 


 An active member of an advisory council, 
foundation or other organization that supports a 
community college or the community college 
district. 


Source:  California Education Code, Section 15282. 
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Local Oversight Committees Lack Independence 
 
Local bond oversight committees can provide an invaluable service to 
their communities, but only when the members are truly independent.  
Sometimes, the committee appointees are merely extensions of local 
district management or representatives from businesses and 
organizations that stand to gain from inefficiencies in school 
construction.  Such committees often provide merely a stamp of 
approval on the activities they are supposed to oversee.   
 
To enhance the independence of the oversight committees, some 
communities include input from local civic groups as part of the 
oversight committee membership selection process.  In the Sacramento 
City Unified School District, for example, two local groups, the 
Sacramento Metro Chamber of Commerce and Sacramento Area 
Congregations Together, a leadership consortium of 40 local 
organizations, review oversight committee applications and make 
recommendations to the district.   
 
In some instances local bond oversight committee members simply are 
not aware of the potential scope of their duties.  Bond oversight 
committees typically rely on their appointing authority to educate them 
on their oversight role and these authorities themselves may not fully 
understand the role of the oversight commission. 
   
In the worst instances, the Commission heard that local school or 
community college districts sometimes thwart efforts of the oversight 
commissions by not properly educating members on their role and by 
limiting their ability to engage the public and report findings and 
recommendations by failing to provide the mandatory technical and 
administrative support or by not including meeting schedules or 
committee reports in district newsletters or on district Web sites.   
 


Local Districts Fail to Conduct Mandatory Audits 
 
In addition to requiring local bond oversight committees, Proposition 39 
mandates that local districts conduct annual, independent financial and 
performance audits until all bond funds have been spent, to ensure that 
the bond funds have been used only for the purposes listed in the bond 
measure. 
 
In many cases, school and community college districts do not conduct 
required performance audits using generally accepted government 
auditing standards, as required by Proposition 39.  Experts have said 
that school districts have been particularly lax in conducting 


“When bond oversight 
committee members are 
chosen by the entity they 
are supposed to oversee, 
they are much more 
likely to see their job as 
being a ‘fig leaf’ to cover 
the entity than to be an 
independent oversight 
force.” 


Michael Day, President, 
California League of Bond 
Oversight Committees.  
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performance audits, which can shed light on opportunities for potential 
cost savings and ensure that funds are spent only on initiative-specified 
projects.  While these audits are more costly to conduct than financial 
audits, millions of taxpayer dollars can be saved in the process. 
 
Because bond oversight committees often receive little training, they 
sometimes cursorily approve less-than-adequate financial audits, not 
realizing they have the authority, as well as the responsibility to probe, 
intervene and ask for more information. 
 
The president and co-founder of the California League of Bond Oversight 
Committees, Michael Day, told the Commission that local oversight 
committees often are not made aware of the important role they can play, 
the power that they have and the statutory code that guides their 
activities.  Committee members generally are not well-trained.  In 
testimony to the Commission, Mr. Day said that “they don’t know what 
they are supposed to do, what they may do, what they may not do.  
Largely they receive their instructions from the organization they are 
supposed to oversee.  Not conducive to good oversight.”97   
 
Mr. Day recommended mandatory independent training for all potential 
oversight committee members and suggested that the training system 
used by the California Grand Jurors Association could provide a model. 
 


Overseeing the Oversight Committees 
 
Californians have been rightly concerned that local bond money is not 
being spent efficiently and for the specific uses listed in the local bond 
measure on the ballot.  Hundreds of oversight committees have been 
established since Proposition 39 was enacted, but information on how 
well these committees perform is sporadic.  Although many local 
oversight commissions may be highly effective, Californians only hear 
about those commissions that fail to adequately do their jobs, often after 
a grand jury investigation reveals inappropriate or wasteful spending.  As 
a result, Californians legitimately question just how much oversight 
these committees are conducting.   
 
The grand jury in Solano County – prompted by citizens’ complaints 
regarding the cost and progress of improvement projects in the River 
Delta Unified School District funded with bond proceeds enacted in 2004 
– reviewed the district three times.  The grand jury found safety and 
planning problems, fiscal irresponsibility and poor communication 
between the district and the citizens’ oversight commission.  It also found 
that the district failed to provide the bond oversight committee with the 
required performance and financial audits.98 
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One extreme case rose to the attention of a legislative member resulting 
in an audit by the State Controller’s Office.  In response to a citizen’s 
complaint, the grand jury in San Joaquin County conducted an 
investigation and issued a report detailing a variety of problems with the 
bond fund spending and the oversight committee for San Joaquin Delta 
Community College District.  The grand jury’s findings prompted then-
Senator Mike Machado to ask the State Controller’s Office to review the 
college district’s oversight mechanisms.   
 
In a scathing audit of the district’s use of local Measure L and state 
Proposition 1D funds, the State Controller’s Office found that San 
Joaquin Delta College had spent more than $10 million of $72 million in 
bond proceeds expended through June 2008 on projects not identified as 
priorities in the bond measure, including a state-of-the-art athletic 
facilities at the college.  The controller’s auditors found that the college 
had spent $2.9 million on a track around the football field, one the 
school had described as being of the same quality as the track built for 
the 2008 Beijing Olympics.  It also spent nearly $2 million improving 
parking for its softball facility.99 
 
In a 2007 investigation of the implementation of a 2004 bond measure 
for the Cabrillo Community College District, the grand jury in Santa Cruz 
County found that there did not appear to be violations of the law or 
misappropriations of funds, but identified several areas for improvement, 
particularly regarding the independence of the oversight committee.  The 
report found that the district appointed the minimum number of 
members to the committee and did not attempt to expand the 
membership to include members with relevant expertise for oversight.  
The district also created the by-laws for the committee and did not define 
a process for addressing concerns or issues raised by the committee.  
The grand jury also found shortcomings with the financial and 
performance audits.100 
 


Opportunities for Improvement 
 
The Commission was told that bolstering statutory requirements for local 
bond oversight committees could go a long way toward improving the 
critical oversight role these commissions potentially can play in ensuring 
that both state and local bond money for school facility construction is 
spent efficiently, effectively and as detailed in the bond measure.  Local 
school and community college districts with a bond oversight committee 
should be required to provide information, including meeting schedules 
and links to reports produced by the local bond oversight committee on 
the home page of the district’s Web site.  The state must require a more 
robust selection process for committee members, such as requiring 
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nominations from various community partners.  Civic partners could 
nominate candidates while allowing the district to maintain veto power 
over the nominations.   
 
To bolster such efforts, a Web site could be set up to provide educational 
materials for local bond oversight commissions using a fraction of the 
administrative portion of the most recent K-12 and community college 
bond funds.  A DVD or Web-based training program, similar to the online 
ethics training course for government appointees, could be developed 
with assistance from the California League of Bond Oversight 
Committees, a non-profit organization that provides training to current 
committee members.  Training should be mandatory for local bond 
oversight committee members.  The state Web site could link to the 
training program, the statutory code and other useful documents.  A Web 
portal could be established so committee members from across the state 
could communicate and provide information and support for each other, 
providing a forum for exchanging best practices.   
 
The Office of the State Controller, in its audit of the San Joaquin Delta 
College’s use of local Measure L and state Proposition 1D bond money 
made several general recommendations to the Legislature for improving 
local bond oversight: 


 More clearly delineate the role and responsibility of the Citizens’ 
Oversight Committee and provide greater independence from the 
colleges’ governing body. 


 More clearly define the purpose and objectives of the required 
annual financial and performance audits and specify that such 


Saving Money With Standardized School Plans 


Significant money could be saved statewide by establishing templates of architectural plans for school 
facilities.  There are some limitations given the diversity of the state’s geography and climate as well as 
seismic differences.  Beyond natural limitations, there also is a tendency for local school districts to want the 
freedom to custom design schools to put an individual architectural stamp in their communities.  Additionally, 
every person involved in a school project development cycle – the architects, engineers, contractors, 
construction managers – are inadvertently incentivized to increase project cost as each party earns more when 
project costs go up.   


Senator Dave Cox introduced legislation in 2006 that would have directed the Office of the State Architect to 
procure designs for several model school plans that could be used free of charge by any district.  The law 
would have withheld state matching funds for design costs for districts that did not use the model plans.  Cost 
savings were estimated to range from 20 to 25 percent for each project; however, the bill did not make it 
beyond its first committee hearing.   


State Architect David Thorman suggested other opportunities for cost savings, such as buying certain items, 
such as carpeting or air conditioning units in bulk.  Despite the political resistance to architectural templates, 
lawmakers should actively pursue incentives for local districts to employ these and other cost-saving measures 
for local school facility construction. 


Sources: SB 1605 (Cox) February 22, 2008.  Also, Michael Day, President, California League of Bond Oversight Committee.  October 23, 
2009. Testimony to the Commission.  Also, David F. Thorman, State Architect of California. May 11, 2009.  Personal Communication. 
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audits be conducted in accordance with generally accepted 
government auditing standards. 


 Impose appropriate sanctions, such as preclusion from adopting 
future bond measures under provisions of Proposition 39, when 
colleges fail to adhere to prescribed constitutional and statutory 
requirements, or those specified in the bond measures.101 


 
Should the role of local bond oversight committees expand, implementing 
these recommendations broadly would be a good first step toward 
ensuring that the commissions work efficiently.  
 
Recommendation 4:  To improve local oversight of school and community college school 
facility construction projects passed under the reduced threshold established by 
Proposition 39, the state should bolster the capabilities of local bond oversight 
committees.  Specifically, the state must: 


 Require mandatory independent training for bond oversight 
committee members.  The State Allocation Board and the 
California Community Colleges should develop and host a Web 
site with easy-to-access training materials and easy-to-
understand descriptions of the roles and responsibilities of the 
local citizens’ oversight committee members.  The Web site should 
include a mandatory online training course.   


 Require civic groups to nominate local committee members, 
allowing veto power for the school or community college district.   


 Clearly delineate the role and responsibility of the local oversight 
committees and define the purpose and objectives of the annual 
financial and performance audits.   


 Encourage county grand juries to review the annual financial and 
performance audits of expenditures from local school and 
community college bond measures. 


 Impose sanctions for school and community college districts that 
fail to adhere to constitutional and statutory requirements of 
Proposition 39, such as preventing the district from adopting 
future bond measures under the reduced voter threshold.   
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Conclusion 
 


alifornia’s agencies and departments have made strides to 
expand accountability and improve transparency of bond 
expenditures.  More progress must be made. 


 
It is imperative that Californians’ bond money be spent efficiently and 
effectively.  Debt service – the principal and interest owed on money 
borrowed through bonds – is the fastest growing part of the California 
budget.  California’s constitution gives repayment of bonds precedence 
over all other General Fund areas except education.  Additionally, 
although Californians have made a significant investment in long-
neglected infrastructure projects in the past few years, billions more will 
be required, further growing the state’s debt burden. 
 
Shortly after California voters approved the largest infrastructure 
investment ever – some $43 billion in November 2006 – Governor 
Schwarzenegger issued an executive order to improve bond oversight.  
The governor established a three-part accountability system requiring 
bond administering entities to develop a plan with performance 
standards before bond money could be spent; document progress of 
projects; and, audit projects once completed.  The governor also required 
the Department of Finance to establish a Web site so the public could 
track how and where its money is being spent. 
 
The Commission found that these were vital steps, but more could be 
done.  Bond administering agencies have complied by developing the 
plans, although it is too early to tell whether the final audits will reveal 
any inappropriate spending, as only a small number of projects 
authorized in the 2006 bond acts are nearing completion stage.   
 
By using a small amount of the bond administration money to pay for 
independent auditing capacity – through the State Controller’s Office or 
the Bureau of State Audits – taxpayers could be assured that their 
money is spent wisely.  But audits must be reviewed and acted upon, 
preferably by the Legislature, which appropriates bond money.  The 
Commission urges both houses of the Legislature to establish bond 
oversight committees and hold hearings on the progress of bond-funded 
programs and demand departments comply with reporting requirements 
already established in statute. 


C 
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The Commission commends the Department of Finance and the bond-
administering agencies and departments for getting information on 
projects and expenditures on a Web site, but more could be done to 
make the site easier to navigate.  While this study was underway, the 
Office of the State Chief Information Officer was expanded and directed 
to develop a Web site for government transparency and accountability of 
the federal stimulus money.  The OCIO also should be given 
responsibility for the state bond Web site. 
 
The Commission heard from officials from the California Transportation 
Commission and Caltrans who described the planning process at the 
local and regional levels and the robust public process at the state level 
for awarding money for transportation projects.  The Commission was 
told repeatedly that the CTC model worked well and should be replicated 
in other areas. 
 
Not all bond-funded programs, however, have the same level of 
transparency and accountability.  The dozens of programs established 
through multiple resources bonds are harder to track and results are 
much more difficult to measure.  A revived California Water Commission, 
reconstituted as the California Natural Resources Commission, could set 
priorities and provide accountability for natural resources bonds.    
 
Beyond improving the oversight of bond expenditures, the Commission 
also found that more could be done to educate voters.  When bond 
measures are placed on the ballot, voters cannot prioritize California’s 
overarching infrastructure needs or evaluate the merits of the measure in 
the context of the overall budget.  The Commission recommended 
enhancing the voter information guide by establishing fundamental 
criteria for ballot measures and then using these criteria to establish an 
easy-to-understand report card for voters to be included in the guide. 
 
Finally, when voters agreed to reduce the threshold for approving local 
bonds for school and community college facilities, companion legislation 
was enacted requiring local commissions to ensure bond money for 
education facilities is spent as authorized.  Although promising, the 
Commission was told that the state could take simple and inexpensive 
steps to bolster these oversight commissions to make them more 
effective.  These steps include requiring more independent selection and 
training of committee members, more clearly delineating the role and 
responsibility of the committees and clarifying the purpose and objectives 
of annual financial and performance audits.  
 
Californians have entrusted their government with billions in borrowing 
capacity.  By following the recommendations in this study, the governor 
and the Legislature can ensure this money is well spent. 
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The Commission’s Study Process 
 


he Commission initiated this study to examine whether the state 
has adequate oversight mechanisms in place to ensure money 
from voter-authorized general obligation bonds is spent efficiently 


and effectively.  The Commission’s interest stems from the state’s sizable 
bond package enacted in November 2006, which added $43 billion in 
bonding capacity for infrastructure investment.   
 
In a related study, the Commission is evaluating infrastructure policy 
and finance options.  In that study, due to be completed in the fall of 
2009, the Commission is focusing on broader policy issues including how 
the state identifies, analyzes and prioritizes infrastructure projects; 
available funding sources and finance mechanisms; and, current and 
potential demand management practices. 
 
This is the first time the Commission has conducted a general review of 
the oversight of bond programs.  However, in a May 2002 study, 
Rebuilding the Dream: Solving California’s Affordable Housing Crisis, the 
Commission noted that the state did not assess the effectiveness of three 
housing bonds passed between 1988 and 1990.  The Commission’s 2002 
study was released prior to voters enacting a $2.1 billion housing bond 
in the November 2002 election.  The Commission recommended that, if 
the housing bond passed, the Legislature should require a rigorous, 
independent evaluation of the effectiveness of the bond measure.  
Specifically, the Commission recommended the evaluation include an 
analysis of who received the funds, the impact of the funds on specific 
projects and on the statewide housing shortage, and provide policy-
makers with guidance for the use of future housing bonds. 
 
For this study, the Commission convened two public hearings in the fall 
of 2008.  At the first hearing, held in September, the Commission heard 
from a representative from the Legislative Analyst’s Office who presented 
an overview of bonds in California and explained the office’s 2007 
recommendations for improving legislative oversight of bonds.  The 
Commission also heard from the State Treasurer and the deputy director 
of California State Controller’s Office who shared recommendations for 
bond oversight.  A representative from the California Department of 
Finance explained that office’s role in bond oversight and other fiscal 
policy experts discussed what is still needed to improve oversight.   
 


T 
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At the second hearing, held in October, the Commission heard about 
oversight mechanisms for natural resources bonds from the secretary of 
the California Natural Resources Agency and the director of the 
Department of Water Resources.  The Commission also heard from 
representatives from the Planning and Conservation League and the 
Reason Foundation who discussed opportunities to improve bond 
oversight.  The president of the California League of Bond Oversight 
Committees spoke about the challenges that face the local bond oversight 
committees and opportunities for the state to improve their effectiveness.  
Representatives from the Department of Transportation and the 
California Transportation Commission discussed oversight of 
transportation financing.  Hearing witnesses are listed in Appendix A.   
 
Commission staff received valuable feedback from a number of experts 
representing various components of California’s infrastructure system.  
The Commission greatly benefited from the contributions of all who 
shared their expertise, but the findings and recommendations in this 
report are the Commission’s own. 
 
All written testimony submitted electronically for each of the hearings, 
and this report is available online at the Commission Web site, 
www.lhc.ca.gov. 
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Appendix A 
 


Public Hearing Witnesses 
 
 


Public Hearing on Bond Oversight 
September 25, 2008 


 
 


Tim Gage, Co-Founder, Blue Sky Consulting 
Group and former Director, California 
Department of Finance 


Dave O’Toole, Deputy Director, California State 
Controller’s Office 


Fred Klass, Chief Operating Officer, California 
Department of Finance 


David Vasché, Director of Economics, 
Revenues and Taxation, Legislative Analyst’s 
Office 


Bill Lockyer, California State Treasurer  


  


 
 


Public Hearing on Bond Oversight 
October 23, 2008 


 
 


Andre Boutros, Chief Delivery Officer, 
California Transportation Commission 


Adrian Moore, Vice President of Research, 
Reason Foundation 


Mike Chrisman, Secretary, California Natural 
Resources Agency 


Mindy McIntyre, Water Program Manager, 
Planning and Conservation League 


Michael Day, President, California League of 
Bond Oversight Committees, and former Chair, 
Sacramento City Unified School District Bond 
Oversight Committee 
 


Lester A. Snow, Director, California 
Department of Water Resources 


Ross Chittenden, Proposition 1B Program 
Manager, California Department of 
Transportation 
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Appendix B 
 


2006 Bond Package 
 


PROGRAM ADMINISTERING 
AGENCY AVAILABLE COMMITTED BALANCE 


  (dollars in thousands) 
PROPOSITION 1B - TRANSPORTATION 
Corridor Mobility Improvement Account CTC $4,500,000  $4,489,707  $10,293  
Route 99 Corridor Account CTC $1,000,000  $995,542  $4,458  
Trade Corridors Improvement Fund CTC $2,000,000  $2,000,000  $0  
State Transportation Improvement Program 
Augmentation CTC $2,000,000  $2,000,000  $0  


State Highway Operations and Protection Program CTC $500,000  $500,000  $0  
Traffic Light Synchronization CTC $250,000  $250,000  $0  
State-Local Partnership Program Account CTC $1,000,000  $0  $1,000,000  
Local Bridge Seismic Retrofit Account CTC $125,000  $125,000  $0  
Highway-Railroad Crossing Safety Account CTC $250,000  $250,000  $0  
Intercity Rail Improvement Caltrans $400,000  $400,000  $0  
Public Transportation Modernization, Improvement 
and Service Enhancement Account Caltrans $3,600,000  $530,000  $3,070,000  


Local Street and Road, Congestion Relief and Traffic 
Safety Account of 2006 DOF $2,000,000  $998,791  $1,001,209  


Goods Movement Emission Reduction Program CalEPA, ARB $1,000,000  $250,000  $750,000  
School Bus Retrofit and Replacement Account CalEPA, ARB $200,000  $191,000  $9,000  
Port, Harbor and Ferry Terminal Security Account CalEMA $100,000  $40,000  $60,000  
Transit System Safety, Security & Disaster Response 
Account CalEMA $1,000,000  $100,000  $900,000  


Total Proposition 1B   $19,925,000  $13,120,0401 $6,804,960  
PROPOSITION 1C - HOUSING 
CalHome HCD $290,000  $138,686  $151,314  
BEGIN Program HCD $125,000  $39,611  $85,389  
CalHome Self-Help Housing Program HCD $10,000  $2,331  $7,669  
California Homebuyers Down payment Assistance 
Program CalHFA $200,000  $48,709  $151,291  


Affordable Housing Innovation HCD $100,000  $0  $100,000  
Multifamily Housing Program HCD $345,000  $213,633  $131,367  
Multifamily Housing - Supportive HCD $195,000  $82,020  $112,980  
Homeless Youth Housing HCD $50,000  $21,403  $28,597  
Serna Farmworker HCD $135,000  $55,315  $79,685  
Emergency Housing Assistance HCD $50,000  $0  $50,000  
Infill Infrastructure Grant Program HCD $790,000  $340,000  $450,000  
Transit Oriented Development HCD $300,000  $145,000  $155,000  
Housing - Related Parks Program HCD $200,000  $0  $200,000  
CALReUSE Remediation Program5 CPCFA $60,000  $53,854  $6,146  
Statewide Costs3     $57,000  -$57,000 
Administrative Costs4     $134,038  -$134,038 


Total Proposition 1C   $2,850,000  $1,331,6002 $1,518,400  
1 These figures include a two percent reserve for bond administration fees. 
2 Funding has been awarded but may not have been disbursed. Legislative appropriation may be somewhat higher. 
3 Estimated costs charged by agencies other than the administering department, such as State Treasurer's Office and State Controller's Office, over the entire 
life of the bonds. These amounts are held in reserve to ensure their availability. 
4 Estimated costs incurred by HCD and CalHFA over the entire life of the bonds to provide the support to the bond programs that are expended from bond 
proceeds over the entire life of the bonds. These amounts are held in reserve to ensure their availability. 
5 Includes $5 million committed to HCD and CPCFA program costs, bond costs, administrative costs and contingencies. 


ARB  =  Air Resources Board  CalEMA  =  California Emergency Management Agency CalHFA  =  California Housing Finance Agency 
Caltrans  =  California Department of Transportation CTC  =  California Transportation Commission  DOF  =  Department of Finance 
HCD  =  Housing and Community Development 
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PROGRAM ADMINISTERING 
AGENCY AVAILABLE COMMITTED BALANCE 


 (dollars in thousands) 
PROPOSITION 1D - EDUCATION 
Kindergarten through Grade 12 (K-12)         


New Construction SAB  $1,900,000  $1,195,177  $704,823 
Modernization Projects SAB  $3,300,000  $1,210,163  $2,089,837 
Career Technical Education SAB  $500,000  $417,162  $82,838 
High Performance Schools SAB  $100,000  $11,388  $88,612 
Overcrowding Relief SAB $1,000,000   $98,981  $901,019 
Charter Schools SAB $500,000   $462,458  $37,542 
Joint Use SAB  $29,000  $29,000  $0 
Bond Administration7      $702 -$702 
Statewide Costs8     $2,105  -$2,105 
Total for K-12   $7,329,000  $3,427,137  $3,901,863  


Higher Education         
University of California UC $890,000  $873,939  $16,061  
California State University CSU $690,000  $614,662  $82,238  
California Community Colleges CCC $1,507,000  $1,289,369  $217,631  
Bond Administration (Community Colleges only)     $9,608  -$9,608 
Statewide Costs8     $45,940  -$45,940 
Total for Higher Education   $3,087,000  $2,833,518  $260,382  


Total Proposition 1D   $10,416,000  $6,260,6556 $4,162,245  
PROPOSITION 1E - RESOURCES 
State plan of flood control DWR $3,000,000  $1,623,554  $1,376,446  
Flood control and flood prevention projects DWR $500,000  $61,753  $438,247  
Flood protection corridors and bypasses DWR $290,000  $98,797  $191,203  
Storm water flood management DWR $300,000  $150,000  $150,000  
Statewide Bond Cost DWR $0  $143,150  -$143,150 


Total Proposition 1E   $4,090,000  $2,077,2549 $2,012,746  
PROPOSITION 84 - RESOURCES 


Safe Drinking Water and Water Quality Projects  DWR, DPH, 
SWRCB $1,525,000  $617,801  $907,199  


Flood Control DWR $800,000  $749,712  $50,288  
Statewide Water Planning and Design DWR $65,000  $40,110  $24,890  


Protection of Rivers, Lakes and Streams  
CCC, DWR, F&G, 


Resources, SWRCB, 
Various 


$928,000  $731,731  $196,269  


Forest and Wildlife Conservation  WCB, Various $450,000  $421,458  $28,542  


Protection of Beaches, Bays and Coastal Waters SCC, SWRCB, 
Various $540,000  $408,824  $131,176  


Parks and Nature Education Facilities  Parks $500,000  $386,424  $113,576  
Sustainable Communities and Climate Change 
Reduction Parks, Various $580,000  $222,619  $357,381 


Total Proposition 84   $5,388,000  $3,767,2599 $1,620,741  
TOTALS $42,669,000 $26,556,808 $16,119,092 
6 Committed for K-12 means the funds have been allotted to projects based on an eligibility defined process, whereas for higher 
education it means the funds have been appropriated by the Legislature for specific projects. 
7 Costs incurred by the K-12 to provide support to the bond program.  
8 Costs incurred by agencies to administer and sell these bonds, and financing costs incurred before the bonds are sold. 
9 Committed means the amount appropriated, the amount proposed for appropriations or amount committed in out years. 


 
CalEPA  =  California Environmental Protection Agency CCC  =  California Conservation Corps. 
CPCFA  =  California Pollution Control Financing Agency DPH  =  Department of Public Health 
DWR  =  Department of Water Resources  F&G  =  Department of Fish and Game  Parks  =  California State Parks 
Resources   =  California Natural Resources Agency  SAB  =  State Allocation Board  SCC  =  State Coastal Conservancy 
SWRCB  =  State Water Resources Control Board  WCB  =  Wildlife Conservation Board 
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Appendix C 
 


State of California Expenditures, General Fund, 1988-89 and 2008-09 


 


Sum of Amount Fiscal Year 
LAO Section Department 1988-89 2008-09 


GO Bonds - Youth & Adult Corrections $ 151,031 $ 186,328 
GO Bonds - Criminal Justice Total 151,031 186,328 Criminal Justice 
Not GO Debt Service - Criminal Justice Total 2,442,354 12,651,216 


Criminal Justice Total 2,593,385 12,837,544 
GO Bonds - Legislative, Judicial and Executive 0 13,936 
GO Bonds - Housing -4,343 108,659 
GO Bonds - General Government 34,930 23,461 
GO Bonds - General Government Total 30,587 146,056 


General Government 


Not GO Debt Service - General Government Total 2,585,948 3,918,045 
General Government Total 2,616,535 4,064,101 


GO Bonds - Health 0 15,285 
GO Bonds - Health Total 0 15,285 Health 
Not GO Debt Service - Health Total 5,888,824 18,778,447 


Health Total 5,888,824 18,793,732 
GO Bonds - Community Colleges 15,898 218,336 
GO Bonds - Higher Education 25,047 375,497 
GO Bonds - Higher Education Total 40,945 593,833 


Higher Education 


Not GO Debt Service - Higher Education Total 5,377,247 9,340,603 
Higher Education Total 5,418,192 9,934,436 


GO Bonds - K-12 90,072 2,211,433 
GO Bonds - K-12 Total 90,072 2,211,433 K-12 Education 
Not GO Debt Service - K-12 Total 13,182,438 29,983,598 


K-12 Education Total 13,272,510 32,195,031 
GO Bonds - Resources 139,213 530,797 
GO Bonds - Environmental Protection 56,043 6,989 
GO Bonds - Resources & Environmental Protection Total 195,256 537,786 


Resources & Environmental 
Protection 


Not GO Debt Service - Resources & Environmental Protection 
Total 518,082 1,559,762 


Resources & Environmental Protection Total 713,338 2,097,548 
GO Bonds - Welfare 5,604 0 
GO Bonds - Social Services Total 5,604 0 Social Services 
Not GO Debt Service - Social Services Total 5,388,306 10,008,801 


Social Services Total 5,393,910 10,008,801 
GO Bonds - Transportation 0 1 
GO Bonds - Transportation Total 0 1 Transportation 
Not GO Debt Service - Transportation Total 604 1,422,290 


Transportation Total 604 1,422,291 
Grand Total GO Bonds 513,495 3,690,722 
Grand Total Not GO Debt Service 35,383,803 87,662,762 


Grand Total 35,897,298 91,353,484 


Source: Legislative Analyst’s Office.  Historical Data.  State of California Expenditures, 1984-85 to 2009-10.  (Updated June 2009).  Accessed June 4, 2009.  
http://www.lao.ca.gov/laoapp/LAOMenus/lao_menu_economics.aspx.  
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State of California 
 


L I T T L E  H O O V E R  C O M M I S S I O N  
 
     
 


January 28, 2010 
 
The Honorable Arnold Schwarzenegger 
Governor of California 
 
The Honorable Darrell Steinberg   The Honorable Dennis Hollingsworth 
President pro Tempore of the Senate  Senate Minority Leader 


and members of the Senate 
 
The Honorable Karen Bass    The Honorable Sam Blakeslee 
Speaker of the Assembly    Assembly Minority Leader 


and members of the Assembly 
 
Dear Governor and Members of the Legislature: 
 
A key component of California’s economic health and global competiveness is the quality of its 
infrastructure.  Despite a surge in bond-funded projects over the past decade, California’s 
deteriorating roads slow goods movement, congestion on urban freeways increases pollution 
while wasting fuel and time, and much of the state’s rich agricultural bounty and drinking 
water to 23 million residents is dependent on century-old levees built on peat soil.   California’s 
investments in infrastructure lack an integrated strategy and adequate oversight and have 
relied too heavily on general obligation bonds. 
 
The state entered 2010 with double-digit unemployment and is still in the grip of the worst 
recession since the Great Depression.  If California is to emerge from the recession more 
economically competitive, state leaders must develop an infrastructure strategic plan that 
prioritizes the state’s most pressing needs and identifies new ways to pay for the billions of 
dollars of infrastructure the state will need.   
 
This plan must integrate the state’s existing strategy for reducing greenhouse gas emissions 
and improving sustainable development.  A smart infrastructure strategy can help the state 
meet its environmental goals as well as foster a healthy economy.  Likewise, the transformation 
envisioned by AB 32 and SB 375 only can be achieved with a growing economy, one supported 
by strategic infrastructure investments. 
 
The state currently lacks such a plan, though Governor Schwarzenegger has made 
considerable progress in this direction in developing strategic growth plans.  What government-
wide planning exists – collated in the administration’s annual Five-Year Infrastructure Plan – is 
segmented by department without a view to overarching goals or a ranking of projects by 
relative need or the value they would deliver economically or environmentally.  Though the plan 
is delivered to the Legislature, lawmakers have yet to engage the administration in a discussion 
about which projects are most important or how California can use existing state assets more 
efficiently.   
 
This discussion must start now, and it must address how the state pays for infrastructure.  
Over the past decade, the state has relied increasingly on general obligation bonds to finance 
infrastructure projects, a type of borrowing that must be repaid by the General Fund.  The 
steep downturn in General Fund revenues precipitated by the recession revealed how growing 
debt service can force difficult budget choices.  Further borrowing through general obligation 
bonds, given the outlook for continued budget deficits, will mean more difficult trade-offs. 
 







Simple arithmetic suggests that the state budget will not support the amount of borrowing that 
would be required to meet the estimated $500 billion California needs to build new and replace 
worn-out infrastructure.  With the passage in 2009 of legislation enabling the state to pursue 
public-private partnerships, the state has the opportunity to reevaluate the way it provides and 
delivers public projects and services and whether these projects should use a public-private 
model.  With this, the state has options, including user fees or special taxes such as the state’s 
fuel taxes.  Increased reliance on such revenue sources has been politically unpalatable in 
recent years, but must be re-considered in light of the need to invest in projects for immediate 
and long-term growth as well as the true cost of general obligation borrowing. 
 
Fortunately, California can learn from two pioneering projects already in place in the state, 
State Routes 91 and 125 in Southern California, as well as the collective experience of other 
states and countries gained in the years since California last experimented with innovative  
public-private partnerships.  Such arrangements can be a valuable tool for policy-makers, 
allowing the state to pursue projects that otherwise could not be completed.  Where they have 
been successful, they have influenced how governments provide infrastructure, even when they 
represent only a small portion of the projects a government undertakes.  
 
One strategy that can help the state meet its goals is demand management, which uses 
incentives such as tolls and user fees to encourage people to make more efficient choices, 
helping states avoid the cost of creating more infrastructure, while helping the state meet its 
environmental goals.  Such a strategy includes congestion pricing, already used on Interstate 
15 in San Diego County and in cities in Europe and Asia, which can achieve both improved 
mobility and air quality while generating revenue that can be directed to related services, such 
as public transit. 
 
The state is fortunate to have the benefit of a group of experts gathered as the Public 
Infrastructure Advisory Commission, which is developing recommendations on transportation 
projects suitable for public-private partnerships.  The group’s debates are surfacing issues that 
policy-makers will need to resolve as California again explores public-private partnerships, 
issues described in this report.  Though the state enjoys the skills of highly qualified planners 
and engineers, it will need to develop new skill-sets to capture the benefits and minimize the 
risks presented by public-private partnerships.  If it is to pursue such arrangements, the state 
must have on its team experienced experts who can negotiate on the state’s behalf with private-
sector groups that have the benefit of decades of deals behind them.   
 
Much has been said about the risk of change, so much that the state instead has pursued an 
infrastructure investment policy that imperils California’s economic health and quality of life.   
It is time to develop a strategic plan to rebuild and expand the state’s infrastructure and 
develop better and more sustainable ways to provide for it.   
 
     Sincerely, 


 
     Daniel W. Hancock 
     Chairman 
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Executive Summary 
 


he decisions California’s leaders make now in how the state 
invests in its infrastructure can help California and its people 
recover from the worst recession since the Great Depression and 


lay a foundation for a competitive, world-class economy for decades to 
come. 
 
The way California currently spends its infrastructure dollars lacks a 
long-term vision and a systematic process for prioritizing projects.  The 
administration and the Legislature have not adequately coordinated 
departments’ activities and their dozens of programs.  With the current 
fiscal crisis only deepening, California’s pattern of borrowing money 
through general obligation bonds and repaying debt through the General 
Fund to pay for infrastructure investments will force further spending 
cuts in healthcare, social services, education and public safety programs.   
To deliver on its golden promise, California must think harder and spend 
smarter on the roads, bridges, levees, schools, prisons and canals it 
builds.  And it must take better care of its assets so that they continue to 
serve the Californians of tomorrow.  
 
California once relied on a pay-as-you go method for funding road 
maintenance and new freeways, using gasoline taxes and sales tax on 
fuel, the kind of fees and special taxes that force users of the system to 
make efficient choices.  And the people who benefitted directly from 
freeways helped pay for them.  But at 18 cents a gallon, the gas tax no 
longer keeps up with the cost of maintenance; sales tax revenues on 
gasoline have been borrowed to bolster the General Fund.  While gas tax 
revenues indeed have increased – by 21 percent – between 1994 and 
2008, California highway construction costs rose 200 percent during the 
same period.  Additional sources of revenue are one part of the solution; 
just as essential are new strategies that ensure greater value for the 
money invested in a new project and new technologies to manage 
infrastructure demand. 
 
Despite the increases in infrastructure spending under Governor Davis 
and Governor Schwarzenegger, the state is still dependent upon 
infrastructure systems designed in a different time with different 
technologies.  Our immense water system was built when California’s 
population was 14 million, not 38.5 million and growing.  Our prison 
system was built for far fewer than the numbers it holds now.  Our 
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freeway system, the envy of the nation when it opened, was not designed 
for the volume of vehicles it now carries nor was it intended to supplant 
the rail system for moving cargo from ports to inland cities.   
 
Our freeway system alone is estimated to be worth $300 billion.  But at 
any one time, 27 percent of it is wearing out, as the state budgets only 
about a quarter of the estimated $6.2 billion in maintenance the system 
needs each year.  Californians are using the system ever more intensely; 
vehicle miles travelled in the state, estimated at 164 million in 2000, are 
expected to increase to 207 million in 2010.   With this greater volume 
comes greater delay, giving California the dubious honor of being home 
to six of the most congested metropolitan regions of the nation’s top 25.   
 
The state estimates that in order to have the infrastructure needed to 
support a thriving, sustainable, competitive economy, California will have 
to invest $500 billion over the next two decades.  The way the state 
currently funds its infrastructure spending cannot possibly pay for this 
level of investment. 
 
Providing infrastructure that can deliver government services to support 
economic growth and California’s quality of life is an essential role of 
government.  How should California reconcile the need, the obligation 
and the funding?   
 
Vision and Strategy 
 
The first answer is to develop a strategy for statewide infrastructure 
investment that develops a vision for the kind of state that Californians 
want in the future; identifies needs across the different roles of 
government and prioritizes these needs according to where an 
investment can deliver the greatest value.   
 
This will require considerable re-thinking of how the state delivers such 
public goods as education, transportation, clean water, public safety and 
public health.  The process will require regular and deep engagement 
with the Legislature.  A first step will require a re-orientation toward 
delivering services in a way that improves outcomes, such as greater 
educational attainment or improved mobility – a shift from the current 
model that emphasizes increasing inputs, such as new classrooms or 
more freeway lanes, which may not deliver the desired outcomes.   
 
Governor Davis made a laudable start in this direction with the 
Commission on Building for the 21st Century, which produced important 
recommendations.   The Legislature followed by requiring the 
administration to produce an annual Five-Year Infrastructure Plan for 
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the state. Governor Schwarzenegger expanded on these efforts with two 
Strategic Growth Plans.  They have been important initiatives, though 
not enough. The projects in the five-year plan are not coordinated or 
prioritized.  Most embody old technology and a focus on inputs, not 
outcomes.  Worse, the Legislature never engaged the administration on 
the report, its plans or its ideas.   
 
California’s leaders have shown themselves capable of launching hugely 
ambitious programs to meet daunting challenges.  Cooperation between 
the governor and the Legislature created California’s policy to reduce 
greenhouse gas emissions that has made the state a worldwide leader on 
this issue.  One result was the creation of the Strategic Growth Council, 
made up of key members of the governor’s cabinet.  Given its facilitative 
and planning role, this is an appropriate place to develop the state’s 
infrastructure strategy and this strategy should be integrated into 
California’s strategy for achieving the goals of reducing greenhouse gas 
emissions and more sustainable urban growth.  Such a strategy must 
recognize the role infrastructure can have in enhancing the state’s 
economy, and a strong economy must be recognized as essential to the 
transformation envisioned by AB 32 and SB 375, the legislation that 
codifies policy-makers’ goals to reduce greenhouse gas emissions and 
promote sustainable growth. 
 
In evaluating how California can deliver services by outcomes, the state 
must free itself from thinking solely in terms of increasing supply to meet 
ever-growing demand.  One avenue is to develop strategies that 
encourage people to use a service more efficiently, or use less of it, 
allowing the state to avoid building more.  This strategy, known as 
demand management, has been put to great use by utilities in California 
and the United States as well as by cities and countries around the 
world. 
 
California’s overreliance on general obligation debt for infrastructure 
spending has obscured the reality that all costs for projects ultimately 
must be repaid.  More borrowing adds to the level of annual debt service 
paid out of the General Fund.  State Treasurer Bill Lockyer, in the Office 
of the Treasurer’s annual Debt Affordability Report, issued in October 
2009, estimated that debt service outlays would surpass 10 percent of 
the General Fund budget in the 2013-14 budget if already authorized 
bonds were sold in the market and the state were able to sell as-yet 
unauthorized bonds envisioned by the governor’s second Strategic 
Growth Plan.  In testimony to the Legislature in December 2009, the 
treasurer noted that if the proposed water bonds were approved and 
issued, debt service outlays would reach an estimated 10.98 percent of 
the General Fund budget in Fiscal Year 2013-14.  Given the state’s steep 
drop in revenues over the past two years and the Department of 
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Finance’s projection of three more years of structural budget deficits, 
more borrowing will mean more spending cuts to programs.  Prioritizing 
infrastructure over programs is a policy choice, and one the Legislature 
may want to make, but it is a choice that must be made explicitly and 
not by default.  
 
The state’s increasing use of general obligation bonds has contributed to 
the habitual under-budgeting for maintenance of parks, prisons, roads 
and levees, as bond measures typically authorize spending for 
construction costs, but leave unsaid how the state will pay to maintain 
and operate a project afterward.  A policy of chronic deferred 
maintenance results in higher costs for repair and reconstruction; its 
short term benefits come at the expense of the taxpayer and those who 
must endure deteriorating highways, schools and water systems.  In 
developing a strategic plan for infrastructure, the state must not only 
identify and prioritize infrastructure needs, but calculate as well the true 
cost of projects to be created to address these needs.   
 
Need To Look Past Borrowing to New Revenue 
Sources 
 
Absent higher taxes or greater general obligation bond borrowing, 
California will need to find other sources of money to build new freeways, 
dams and university classrooms.  Though the state benefitted from 
federal stimulus money in 2009, it is unrealistic to believe this could be a 
substantial source of money in the future to support sustained 
infrastructure investment.   
 
The state’s strategy should identify the source of revenues that will be 
used to repay financing costs of construction, as well as operating and 
maintenance costs, and as part of this process, identify which projects 
are best suited to the use of user fees or special taxes.  General 
obligation bonds should be reserved for infrastructure needs that lack a 
source of repayment or where equity or a broad public good, such as 
education or public health, is a consideration. 
 
Economists and public finance experts point to user fees as a source of 
revenue that directly links the benefits of using a public service and the 
cost of providing it.  Moreover, user fees can be enlisted in demand 
management approaches, such as congestion pricing on freeways or 
block pricing for water.  Designed properly, such strategies can help 
government meet several goals at once.  Tolls for single passenger car 
use of high occupancy vehicle lanes can increase revenue, improve 
mobility and reduce air pollution, as can time-of-day pricing of tolls for 
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entering central city districts, as seen in Singapore, London, Milan and 
Stockholm.   
 
California pioneered demand management in the United States with 
congestion pricing on State Route 91 Express Lanes in Orange County, 
the nation’s first toll road with no toll booths.  This system, along with 
State Route 125, Interstate 15 in San Diego County and the San 
Francisco Bay Area bridges, use the FasTrak transponder system to 
electronically collect tolls.  I-15 uses data from the transponders to 
assess traffic congestion, feeding the data into a dynamic electronic 
pricing system that can change tolls every two minutes to reflect changes 
in demand.  All are examples of how technology can aid, and propel, new 
ways of managing infrastructure to lower costs and improve quality.  
 
California needs a strategy and vision for its infrastructure future, and it 
needs new sources of revenues to pay for it.  It also needs more choices 
in how it can deliver projects.  SB 4 X2, legislation enacted as part of the 
February 2009 budget package, has opened up this opportunity by 
allowing an unlimited amount of projects to be delivered through public-
private partnerships through 2017.   
 
The term “public-private partnerships” covers a broad range of 
relationships, most of which represent greater private sector involvement 
than the state has regularly employed.  California had an early lead in 
this area in 1989, when it passed AB 680, which allowed four such 
projects, of which State Route 91 and State Route 125 were the only two 
built.  The practice, widely used in Australia, Spain, Italy, the United 
Kingdom and Canada, has been controversial in the United States, 
mainly because of fear that private profit can come only at the taxpayer’s 
expense. 
 
Though public-private partnerships can be used to help finance a 
project, their main benefits are in speeding delivery, saving money by 
combining the design and building processes, introducing new 
technology and management models, and by maintaining the condition of 
a project over the life of the contract or lease. 
 
Experts from governments that have engaged in public-private 
partnerships said that such arrangements rarely account for more than 
15 percent of the infrastructure projects undertaken by the government.  
But the approach can have wide influence simply by challenging 
conventional thinking, introducing competition and opening up options 
for projects that the state may otherwise not be able to build.  If SB 4 X2 
has presented California with an opportunity, it also has created an 
important test for the state.  
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The inclusion of public-private partnerships as an option requires a 
sophisticated skill set for state government managers engaged in such 
deals, and will require new ways of thinking about project delivery, its 
benefits, risks and its costs.  A major benefit of such partnerships is that 
expectations of performance, deadlines, costs and benefits all can be laid 
out in a contract.   Such contracts also are an excellent vehicle to assign 
various risks involved in projects to the party best able to handle them.  
In this way, the state can take on the risk of delay for environmental 
review while the private sector party could take on the risk of sharp 
increases in construction materials.  
 
California has experienced financial professionals and highly qualified 
engineers who can help work through many of the issues and choose the 
best options for projects.   
 
But identifying, assessing and assigning risks – set forth in the contract – 
is a new skill set for most government agencies, making the contract a 
major source of risk in itself.  The state should take advantage of the 
expertise it has in state service and augment its team with expert, 
experienced negotiators to handle contract negotiations until it can 
develop a center of excellence that can handle these sophisticated tasks 
on a centralized basis for all departments pursuing infrastructure 
projects though public-private partnerships. 
  
California has no shortage of energy or innovators.  Or opportunity.  
Already, the staff at Caltrans and at the California Transportation 
Commission are quickly learning new approaches and business practices 
to take advantage of the options presented to them through public-
private partnerships.  They are asking for the tools to help them try new 
approaches.   
 
California’s leaders need to give them those tools as well as a vision and 
strategy for how the state will meet its infrastructure challenges to create 
a strong and sustainable economy.  California’s leaders must find new 
ways to pay for infrastructure to ensure the next generations will not 
bear the cost for the public benefits consumed by this generation.  And 
they must insist on ensuring that Californians benefit from the 
innovations that have improved public services around the world.  
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Recommendation 1:  The governor and Legislature should conduct statewide 
infrastructure strategic planning and needs prioritization that assesses needs across state 
operations and sets an infrastructure vision for California that gives equal priority to both 
environmental and economic growth goals. 


 The Legislature should expand the role of the Strategic Growth 
Council beyond its current coordination of state policies and 
activities for green house gas reduction and sustainable regional 
planning to include infrastructure planning that supports both 
economic growth and the state’s environmental goals. 


 The Strategic Growth Council should synthesize the 
information received from agencies and departments to 
create an integrated and overarching infrastructure 
strategic plan that sets a broad vision for California’s 
future, benchmarks for implementation and measureable 
goals toward progress.  This plan should replace the 
current five-year infrastructure plan. 


 Building on the state’s current five-year infrastructure 
planning process, the infrastructure strategic plan must 
integrate and prioritize projects by how they can support 
economic growth and meet state goals for reducing 
greenhouse gas emissions and urban sprawl.  There must 
be a rational and transparent process for identifying and 
prioritizing the most urgent needs.  Resource limitations 
mean that choices must be made among competing goals.  
The Strategic Growth Council must recognize that such 
choices must be made, with emphasis on long-term goals, 
return on the investment of limited dollars, as well as 
other fiscal constraints.  The plan should include 
recommendations for financing as well as alternative 
strategies that can achieve the same goals, such as 
demand management. 


 The council’s charge should be made explicit in 
recognizing that the state cannot meet its ambitious 
environmental goals without the support of a vibrant 
economy that can generate the wealth needed to fund 
such a transformation. 


 The governor should require state agencies and 
departments to report to the Strategic Growth Council 
with their assessments of infrastructure needs and 
developing trends; infrastructure priorities; ways the 
department is or could be maximizing existing resources; 
and suggestions for policy, financing, and technological 
changes that could help deliver the projects more 
efficiently. 
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 The infrastructure strategic plan should include 
recommendations for legislation, state agency actions and 
budget changes needed to implement the chosen priorities 
and should be submitted to the Legislature biennially in 
January, at the beginning of each two-year legislative 
session. 


 The Strategic Growth Council should be expanded beyond 
its current membership to include other state agency 
leaders with significant involvement in infrastructure 
development.  Currently, the council includes the 
following members: 


 Director of the Office of Planning and Research, 
Chair. 


 Secretary of the Business, Transportation and 
Housing Agency. 


 Secretary of the Environmental Protection Agency. 


 Secretary of the Health and Human Services 
Agency. 


 Secretary of the Resources Agency. 


 One public member appointed by the governor. 


The following members should be added to the council:  


 Director of the Department of Finance. 


 Secretary of the State and Consumer Services 
Agency (which houses the Department of General 
Services). 


 Secretary of the Labor and Workforce Development 
Agency. 


 State agencies should consult local and regional entities in their 
respective areas to assess local needs and priorities, and catalog 
these needs so that they can be prioritized by the governor, the 
Strategic Growth Council and the Legislature. 


 Each house of the Legislature should establish an infrastructure 
planning committee to review the Strategic Growth Council’s 
infrastructure strategic plan and provide a forum for dialogue 
with state and local infrastructure partners through legislative 
hearings.  The Legislature should respond to the strategic plan 
through its legislative and budget processes.  The governor and 
Legislature should align program funding to incentivize state 
goals set in the infrastructure strategic plan. 
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 The Legislature and relevant state agencies should work to 
streamline funding for local infrastructure development, whether 
from state or federal sources, in order to eliminate duplication, 
facilitate project delivery and ensure that money can be used for 
project costs rather than compliance costs. 


 
Recommendation 2:  The governor and Legislature should restructure the processes for 
planning for and meeting the state’s infrastructure needs to reflect the true costs of 
infrastructure projects and the need to explore alternatives to General Fund revenues to 
repay money borrowed to finance projects. 


 The state should expand its options to generate revenues to repay 
project financing costs, such as user fees or special taxes, and 
ensure such revenues are dedicated to the purpose defined in the 
infrastructure strategic plan and not redirected to other parts of 
the budget. 


 In planning for new infrastructure projects, the state 
should adopt a life-cycle cost approach to provide a more 
complete estimate of a project’s total cost, taking into 
account all costs of building, maintaining, operating and 
owning the infrastructure over the projected life of the 
asset. 


 The governor and Legislature should incorporate demand 
management strategies and approaches such as joint-use 
arrangements to make better use of existing infrastructure assets 
and reduce the need to build new infrastructure. 


 
Recommendation 3:  The state should increase its capacity for creating public-private 
partnerships at the state and local levels to increase efficiency, reduce costs and speed 
delivery of projects where such an approach is appropriate.  Such partnerships may 
include the use of private financing in cases where it can reduce a project’s overall cost 
or reduce risk to the state. 


 The state should partner with private entities where doing so 
would benefit the state through reduced costs and delivery time 
and improved project quality and performance; the governor and 
Legislature should set broad goals for such partnerships, then 
provide the authority for state and local agencies to enter into 
partnerships. 


 In implementing SB 4 X2 and creating the Public Infrastructure 
Advisory Commission, the state should do the following to 
maximize the likelihood that its initial public-private partnership 
results are successful: 
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 Retain experienced professionals to represent the state on 
any public-private partnership deal in order to fairly 
negotiate vis-à-vis the private sector. 


 Conduct a value-for-money analysis of each project in 
order to determine whether the project should be done as 
a public-private partnership. 


 Delineate the risks borne by each partner and how the 
state has shifted risk to its private sector partner where 
appropriate. 


 Utilize performance measurements that will allow 
evaluation of the results of each project. 


 Calculate infrastructure costs for all projects, whether by 
public-private partnership or otherwise, over the life-cycle 
of the asset, taking into account all costs of building, 
maintaining, operating and owning the infrastructure over 
the projected life of the asset. 


 Ultimately, the governor and Legislature should create a 
statewide center of excellence to both advise and represent state 
and local agencies that seek to enter into public-private 
partnerships.    


 The center should be able to provide all public-private 
partnership expertise – from assistance with deciding 
whether a public-private partnership is appropriate to 
implementing and managing the public-private 
partnership agreement – for a state or local government 
entity and should be able to charge the entity a reasonable 
fee for its service. 


 The center should have the ability and resources to 
compete with the private sector for experts to represent 
the state in its transactions with the private sector, and it 
should follow all of the above recommendations regarding 
public-private partnership projects. 
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Introduction 
 


alifornia voters in 2006 passed $43 billion in general obligation 
bond measures to pay for transportation, education, housing, 
water, and natural resource infrastructure – California’s single 


largest infrastructure investment financed with long-term bonds.  Two 
years later, voters approved another $11 billion for high speed rail and 
children’s hospitals.   
 
Given the magnitude of funds 
authorized for spending, the 
Commission in 2008 was concerned 
about how bond money would be 
managed and spent, as well as 
whether general obligation bond 
financing was the best approach for 
funding infrastructure.  In its June 
2009 report, Bond Spending: 
Expanding and Enhancing Oversight, 
the Commission reviewed how 
effectively and efficiently the state 
spends bond money, and 
recommended actions to improve 
oversight, accountability, and 
transparency of bond spending 
programs. 
 
Shortly after the bond spending 
study began, the Commission 
decided to take a broader look at the 
use of general obligation bonds to 
finance infrastructure as well as how 
California otherwise can and should 
pay for and deliver its infrastructure.  
The Commission initiated this study 
in early 2009 to review how the state 
develops its infrastructure, from the 
planning and financing to the 
delivery and ongoing maintenance of 
the asset.  The Commission sought 
to investigate the state’s existing 


C 
Commission Reviewed Bond Spending 


The Commission, in its June 2009 report titled Bond Spending: 
Expanding and Enhancing Oversight, included the following 
recommendations:  


Recommendation 1: The Legislature and state government 
entities administering bond programs must improve oversight 
to ensure bond money is spent efficiently and effectively and 
as voters intended.  Specifically, both houses of the Legislature 
should establish a bond oversight committee to review 
performance and independent financial audits of bond-funded 
programs and annual reports statutorily required of bond-
administering agencies.   


Recommendation 2:  The state should reconstitute the 
California Water Commission as the California Natural 
Resources Commission and charge it with prioritizing and 
overseeing bond-funded programs currently managed within 
the California Natural Resources Agency.  Specifically, the 
California Natural Resources Commission should develop an 
overarching plan for funding state natural resources programs, 
address cross-cutting issues within the bond-funded programs to 
ensure all government entities work in concert and not at cross 
purposes, and allocate bond money authorized for natural 
resource projects and programs. 


Recommendation 3:  To improve transparency and clarity for 
voters, the state must establish fundamental criteria for ballot 
measures and these criteria should be evaluated and included 
as a simple and easy-to-understand report card in the voter 
guide for all bond measures placed on the ballot.   


Recommendation 4:  To improve local oversight of school and 
community college school facility construction projects passed 
under the reduced threshold established by Proposition 39, 
the state should bolster the capabilities of local bond oversight 
committees.   


The June 2009 report can be accessed on the Commission’s 
Web site at: www.lhc.ca.gov. 
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process for developing infrastructure and to make recommendations – 
based on new technology and strides made in other states and countries 
– to the governor and Legislature to improve the way it uses existing 
resources and builds new state assets. 
 
Such a review touches agencies and departments throughout state 
government and spreads from local government, businesses and non-
profits to federal agencies and funding sources.  Given the expansive 
reach of players, organizations and issue areas that both affect and rely 
on infrastructure, the Commission chose to look broadly at 
infrastructure planning and financing across the state while also taking 
a deeper look into the application of state infrastructure decisions and 
innovations in the transportation sector.   
 
The study began with an initial subcommittee meeting in January 2009 
to receive direction from experts on the major policy and finance issues 
surrounding the development of California’s infrastructure.  Discussion 
at the meeting revealed the need to examine how the state plans and 
funds infrastructure projects and how the state could maximize the value 
of existing resources, including strategies to better manage demand.  
Participants included representatives from the Public Policy Institute of 
California, U.C. Berkeley Institute of Urban and Regional Development, 
Keston Institute for Public Finance and Infrastructure Policy at the 
University of Southern California, Stanford Collaboratory for Research on 
Global Projects, California State Treasurer’s Office, Blue Sky Consulting, 
New America Foundation and CalPERS.   
 
The Commission’s first infrastructure hearing in February 2009 provided 
an introduction to problems with the current process of infrastructure 
development, the interests of different parties who have a stake in any 
potential policy change, current efforts by the governor’s administration 
to improve delivery of projects and a sampling of potential reforms that 
should be considered.   
 
The Commission explored alternative ways of paying for and delivering 
infrastructure at its hearing in March 2009.  Witnesses shared their 
expertise about possible tools that would help California make smart 
investment choices about how to fund, deliver and manage new and 
existing resources.  These alternatives included innovative financing and 
delivery methods such as private financing or delivery through public-
private partnerships, revenue-generating options and demand 
management techniques. 
 
As most of California’s infrastructure is provided by local spending, the 
Commission’s infrastructure subcommittee traveled to Los Angeles in 
May 2009 to meet with local transportation planners and stakeholders.  
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Local representatives discussed state-imposed rules and restrictions on 
contracting for construction and services, local taxing, environmental 
protection, and using state and federal funding.   
 
Later in May, the Commission held a third infrastructure hearing 
focused on how state policy-makers and administrators are providing 
leadership on infrastructure.  The Commission heard from Senate and 
Assembly transportation committee leaders about the role of the 
Legislature in setting an overarching statewide infrastructure strategy.  
The director of the California Department of Transportation discussed 
statewide transportation planning and coordination with local 
jurisdictions, and the policy director of the Institute of Transportation 
Studies at U.C. Davis, who also serves on the Air Resources Board, 
shared his expertise on planning for AB 32 and SB 375. 
 
The Commission’s final gathering on infrastructure occurred in June 
2009 at an advisory committee meeting to hear from the chief executive 
officers of two Canadian public-private partnership centers of excellence.  
These experts shared their experiences working on public-private 
partnerships and offered advice on how California might capitalize on its 
opportunity, through recent P3-authorizing legislation and beyond, to 
benefit from these arrangements.  The subcommittee was also joined by 
key individuals working to implement recent public-private partnership 
legislation in California including Dale Bonner, Secretary of the 
Business, Transportation and Housing Agency and Bimla Rhinehart, 
Executive Director of the California Transportation Commission. 
 
Participants who engaged in each of the Commission’s hearings and 
meetings are listed in Appendix A and B. 
 
Commission staff received valuable feedback from a number of experts, 
through meetings as well as one-on-one interviews, who offered various 
perspectives on California’s infrastructure development.  Staff also 
observed meetings held by other organizations including the Strategic 
Growth Council, the Public Infrastructure Advisory Commission and the 
Keston Institute for Public Finance and Infrastructure Policy at the 
University of Southern California.  The Commission greatly benefited 
from the contributions of all who shared their expertise, but the findings 
and recommendations in this report are the Commission’s own. 
 
This report, and all written testimony submitted electronically for each of 
the hearings, is available online at the Commission Web site, 
www.lhc.ca.gov. 







LITTLE HOOVER COMMISSION 
 


4 


 







CALIFORNIA INFRASTRUCTURE POLICY AND FINANCE 


5 


 
 
California Infrastructure Policy 
and Finance 
 


alifornia’s population, now nearly 38.5 million people, increased 
by 10 million people from 1985 to 2005, and is projected to grow 
by another 7 to 11 million by 2025.1  Population growth is the 


key driver of increased demand for infrastructure, as are changes in the 
economy.2  Obsolescence also is a factor, as roads, bridges, dams, levees 
and schools built decades ago reach the end of their life span, in some 
cases earlier than expected because of habitual underfunding for 
maintenance.  How California will support the growing number of people 
living in the state with its existing physical network of assets to deliver 
services and move people, goods, energy, water, information and 
communications is one of the most significant challenges policy-makers 
face today. 
 
California entered 2010 in the grip of its worst economic downturn since 
the Great Depression.  Job losses fueled by steep cutbacks in 
construction and related real estate services, as well as the financial 
sector, pushed the state’s 2009 unemployment rate above 12 percent.  
Plunging state revenues forced billions of dollars of spending reductions.  
These cuts have been only partially offset by federal stimulus funding 
through the American Recovery and Reinvestment Act of 2009, which 
aimed to boost employment and direct money toward renewing the 
nation’s infrastructure base.  If creating jobs is important to economic 
recovery, a strong infrastructure foundation is critical to sustained 
economic health, from the freeways that connect the state’s cities to each 
other as well as its ports to customers in California and beyond, to the 
State Water Project that delivers water to San Joaquin Valley farmers 
and 23 million people in Southern California’s cities.   
 
Significant systematic investment in infrastructure, both to maintain 
existing resources and to build new assets, is needed to ensure economic 
vitality and high quality of life in California.  Governor Schwarzenegger’s 
administration estimates California’s infrastructure needs at the state 
level at $500 billion over the next 20 years, not including local and 
regional needs across the state.3  Voters in 2006 approved $43 billion in 
general obligation bonds for new infrastructure spending and added 
nearly $11 billion in bonding authority in November 2008.  Compared to 
infrastructure investments over the last 50 years, this is a major 


C 


“Quality of life and 
productivity are directly 
affected by the 
availability and quality 
of infrastructure.” 
California Commission on 
Building for the 21st Century.  
September 2001. 
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injection of money for specific 
infrastructure projects.  Unfortunately, 
the total of $54 billion, characterized by 
the governor as a “down payment,” falls 
short of the projected need over the 
next two decades and may not be 
directed to the highest priorities for 
California.   
 
How the state provides infrastructure – 
the way it plans, pays for, delivers, 
maintains and maximizes these 
valuable assets – is a key question 
facing California as it stands at the 
crossroads of enormous infrastructure 
needs and challenging economic times.  
To help answer this question, this 
chapter reviews the state’s existing 
approach to infrastructure development 
and briefly identifies areas – to be 
discussed further in the following 
chapters – where other states and 
countries have forged ahead in finding 
new ways to provide the infrastructure 
essential for a thriving community. 
 


California’s History of 
Infrastructure Investments 
 
California’s investment in its network 
of infrastructure assets has fluctuated 
over the past half-century according to 
changes in public attitudes, revenue 
availability and population demands.  
Spending on infrastructure peaked in 
the late 1950s and 1960s during 
Governor Pat Brown’s administration 
and a period of time marked by 
increased federal spending, bipartisan 
support for infrastructure and a rise in 
tax revenues.  Capital expenditures 
then declined below 1957 spending 
levels in the late 1970s and has 
increased steadily since.   
 


California’s Major State Infrastructure Assets 


The state’s major infrastructure includes capital facilities in a 
variety of areas such as water resources, transportation, higher 
education, natural resources, criminal justice, health services 
and general government office space.  In addition to these 
state investments, the state provides funds for local public 
infrastructure, including K-12 school and community college 
construction, local streets and roads, local parks, wastewater 
treatment, flood control and jails. 
Water Resources 


 34 lakes and reservoirs. 
 25 dams. 
 20 pumping plants. 
 4 pumping-generating plants. 
 5 hydro-electric power plants. 
 701 miles of canals and pipelines—State Water 


Project. 
 1,595 miles of levees and 55 flood control structures 


in the Central Valley. 
Transportation 


 50,000 lane miles of highways and 12,000 bridges. 
 9 toll bridges. 
 11 million square feet of Department of 


Transportation offices and shops. 
 209 Department of Motor Vehicles offices. 
 141 California Highway Patrol offices. 


Higher Education 
 10 University of California campuses. 
 23 California State University campuses. 


Natural Resources 
 287 parks containing 1.5 million acres and 


4,000 miles of trails. 
 228 forest fire stations, 39 conservation camps and 


13 air attack bases. 
 16 agricultural inspection stations. 


Criminal Justice 
 33 prisons and 43 correctional conservation camps. 
 7 youth offender institutions. 
 11 crime laboratories. 


Health Services 
 5 mental health hospitals (more than 4 million square 


feet of facilities and 2,300 acres). 
 5 developmental centers (more than 5 million square 


feet of facilities and 2,000 acres). 
 2 public health laboratory facilities. 


General State Office Space 
 8.5 million square feet of state-owned office space. 
 16.6 million square feet of leased office space. 


Source:  Elizabeth Hill.  Legislative Analyst.  January 2006.  “A Primer: The 
State’s Infrastructure and the Use of Bonds.” 
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This variation in spending over the years is consistent with capital outlay 
expenditure patterns for the United States as a whole, though 
California’s spending behavior was more pronounced, with higher peaks 
and lower valleys.4   
 
Infrastructure spending, particularly through the passage of bond 
measures, has increased significantly in the last few years under 
Governor Schwarzenegger’s renewed focus on infrastructure investment, 
which raised per capita state capital outlays above pre-1960 levels.  The 
bond package that voters approved in 2006 designated $19.9 billion for 
transportation, $2.9 billion for housing, $10.4 billion for education, 
$4.1 billion for flood control, and $5.4 billion for resources projects.  
Voters in 2008 approved another $11 billion in bonds – nearly $10 billion 
for high speed rail and roughly $1 billion for children’s hospitals.  In the 
period from 1970 to 2004, voters authorized 69 bond measures for 
$79 billion for infrastructure projects, an amount that would be far 
higher in inflation adjusted dollars.5 
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Planning for Infrastructure  
 
Infrastructure investments in California traditionally have been made by 
appropriation of the Legislature or by approval of the voters in a 
piecemeal fashion.  Projects are identified by program areas within state 
agencies or by local entities wanting to develop or update local 
infrastructure with the help of the state.  The governor’s administration 
has estimated the total cost of outstanding infrastructure needs, but 
neither the governor nor the legislature plans infrastructure development 
on a statewide level.  Though some efforts have been made by the 
governor and Legislature over the years to conduct broader state 
planning of infrastructure, particularly around environmental goals, 
none have resulted in an ongoing statewide strategy or holistic 
infrastructure development planning process.  
 
State Development Plan  
 
The Legislature in 1959 passed SB 597 to require the governor to prepare 
a State Development Plan to serve as a “long-range comprehensive guide 
to the future physical development of California.”6  Governor Reagan’s 
administration began working on the plan in 1962 and completed the 
report in 1968, though the final product was criticized for its lack of 
specific suggestions and was not taken seriously by the governor or the 
Legislature.7   
 
Environmental Goals and Policy Report 
 
The 1959 legislation also created the state Office of Planning within the 
Department of Finance.  The office was dissolved and replaced in 1970 
with the State Policy Development Office, later named the Office of 
Planning and Research, which reported directly to the governor.  The new 
office was created alongside the Environmental Quality Act of 1970, an 
acknowledgement by the Legislature that the state lacked environmental 
goals and needed improved planning at the state level.  The office was 
assigned the responsibility of overseeing environmental policy and 
reporting to the Legislature on the state of California’s environment.8     
 
This report is now known as the Environmental Goals and Policy Report, 
published for the first time in 1973 by the Office of Planning and 
Research.  The report is intended to “articulate the state’s policies on 
growth, development and environmental quality; to recommend specific 
state, local and private actions needed to carry out these policies; and to 
serve as the basis for the preparation of the state’s functional plans 
(such as housing, transportation, air and water quality) and for locating 
major projects such as highways, water projects and university 
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facilities.”9  By design, development of the report required the input of 
the Legislature, creating at least the opportunity for cooperation and a 
coordinated approach to implementing environmental policy goals.  
Details about the report can be found in Appendix C. 
 
The Environmental Goals and Policy Report was partially updated in 
1978 by Governor Jerry Brown in response to such problems as high 
inner-city unemployment, abandoned buildings and inadequate schools.  
The report sought to identify specific actions the government could take 
to revitalize urban areas in California, provide new development and 
protect the environment.10  After this partial update, the report was not 
revised again until 2003.  It has not been updated by the governor since, 
nor has the Legislature considered it, despite statutory requirements to 
do so.  Some of the policies discussed in the early versions of the report, 
however, since have been implemented through other means. 
 
Department of Finance Capital Outlay and Infrastructure Report  
 
Efforts to conduct an assessment of needs and statewide planning have 
been expanded since 1997.  That year, the Department of Finance 
produced a capital outlay and infrastructure report, estimating that the 
state’s infrastructure needs totaled $80.9 billion from 1998-2007.  
Shortly after, the business community published a report in 1998 that 
highlighted California’s lack of a “formal process for considering capital 
investment within a larger fiscal and policy framework.”11  The report 
said “decisions on capital expenditures are made on an ad hoc basis, 
with little or no knowledge of how they might affect the state’s ability to 
meet its most pressing need for public works.”  The business 
community’s report called for a comprehensive review of the state’s 
capital facilities needs, establishment of a clear set of priorities and 
adoption of an annual plan for financing those priorities over the 
following 10 years.12 
 
Five-Year Infrastructure Plan 
 
In response to the calls for more assessment and planning, the 
Legislature in 1999 passed the California Infrastructure Planning Act, 
which required the governor, in conjunction with the Governor’s Budget, 
to submit an annual five-year infrastructure plan to the Legislature that 
identifies the infrastructure needed and funding proposed for state 
agencies, schools and postsecondary education institutions.13  The plan 
is a summary of infrastructure needs for state programs developed 
through a collaboration of department staff and the Department of 
Finance, with the intent that it “be considered by the Legislature in 
conjunction with its consideration of the Budget Bill.”14   In 2002, 
Governor Gray Davis presented the first five-year infrastructure plan 
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required by the act.  Since then, a five-year plan has been submitted by 
the governor’s office in 2003, 2006, 2007 and 2008.  No plan was 
released in 2009.  None of the released five-year plans have been formally 
considered by the Legislature. 
 
Commission on Building for the 21st Century 
 
Governor Davis by executive order in 1999 formed the Commission on 
Building for the 21st Century with leaders of business, labor, the 
environment, academia, and government to make recommendations to 
the governor and to public and private sector leaders to tackle the state’s 
infrastructure challenges for the next 20 years.15  The 21st Century 
Commission issued a report in September 2001 that found that 
“infrastructure planning and investment is a shared responsibility for all 
Californians.  While the state must play a leadership role, shared 
responsibility means that an effective investment strategy requires the 
effort and coordinated planning of all of California’s infrastructure 
investment partners – the federal, state and local governments, regional 
agencies, private and philanthropic sectors, and most importantly 
California’s people.”16 
 
The Commission on Building for the 21st Century identified immediate 
priorities, such as a school bond measure to modernize K-12 and higher 
education facilities, a statewide energy infrastructure policy to diversify 
energy supply and provide surplus capacity, an increase in the supply 


and affordability of housing, a lower vote 
threshold for local bonds and sales tax 
initiatives for local and regional 
infrastructure plans, and a statewide water 
infrastructure plan to provide reliable 
water supply and improved water quality.17   
 
In order to fund, plan, integrate and 
sustain long-term strategies across all 
infrastructure categories, the Commission 
further recommended cross-cutting 
reforms, including a California 
Infrastructure Partnership, a permanent, 
public-private entity to provide analysis, 
dialogue and collaboration to support 
necessary and cost-effective infrastructure 
planning and investment in the state.  It 
also suggested establishing a permanent 
infrastructure investment fund – separate 
from funds currently allocated for 
infrastructure – that would require an 


Commission on Building for the 
21st Century:  Guiding Principles 


1. Improve our quality of life.  We need to 
achieve success in economic growth, 
environmental quality and social equity – to 
leave a more sustainable California to future 
generations. 


2. Make the best of our assets.  We need to get 
the most from our use of natural resources, 
human capital, investment dollars and existing 
infrastructure.  To do so, we must use all of 
these precious resources and investment dollars 
more efficiently than in the past. 


3. Provide equal access to opportunity.  We 
must invest to ensure that all Californians have 
equal access to opportunity including the 
benefits provided by our infrastructure. 


Source:  California Commission on Building for the 21st Century.  
September 2001.  “Invest for California: Strategic Planning for 
California’s Future Prosperity and Quality of Life.”  Page 5. 
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annual appropriation of 1 percent of the state General Fund to go into 
the investment fund.18  Neither of these recommendations has become a 
reality. 
 
Strategic Growth Plan 
 
Governor Schwarzenegger brought renewed attention to infrastructure 
development with his administration’s focus on rebuilding California, 
akin to Governor Pat Brown’s devotion to infrastructure in the late 1950s 
and 60s.  In addition to releasing the 2008 California Five-Year 
Infrastructure Plan as required annually by the California Infrastructure 
Planning Act of 1999, the governor took a longer-term approach with his 
20-year strategic growth plan and attempted to reform the state’s 
financing and coordination of infrastructure development.   
 
In 2006, the governor released his strategic growth plan, which provided 
a larger vision than the five-year plan and proposed placing $48.1 billion 
in new general obligation bonds on the 2008 and 2010 general election 
ballots to supplement $188.2 billion in existing and other new funding 
for a total of $238.6 billion for infrastructure over the next 10 years.19  
The plan also suggested granting broad authorization for state and local 
governments to partner with the private sector beyond what is currently 
allowed to help deliver infrastructure projects.  It further proposed 
creating two organizations to aid in managing infrastructure development 
in a more cost effective and accountable manner: Performance Based 
Infrastructure California and the Strategic Growth Council. 
 
Performance Based Infrastructure.  As proposed, Performance Based 
Infrastructure California (PBI California) would provide the state with a 
centralized group of experts to create and manage public-private 
partnerships and to leverage resources and generate economies of scale.  
“Public-private partnership” is an umbrella term that describes a broad 
array of arrangements in which a government agency contracts with a 
private sector entity to provide some portion of public infrastructure.  
The proposed state PBI California office would contract with local and 
state government agencies to assist them in determining whether to form 
and how to enter into a public-private partnership.   
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Coupled with broader authority for state and local entities to enter into 
performance based infrastructure, or public-private partnerships, PBI 
California has been presented by the governor’s office as a way to 
“harness the advantages of technology knowledge, management 
efficiencies and entrepreneurial spirit with the social responsibility, 
environmental awareness and job generation concerns of the public 
sector to leverage and build infrastructure.”20   Part of the governor’s PBI 
California proposal was introduced in the Legislature in 2008 as 
AB 2600 (Niello), a measure that would have broadly granted unlimited 
authority to state agencies and departments  to enter into partnerships 
with the private sector, but the bill failed to pass its first committee. 


 
Public-private partnerships (P3s) 
are a controversial and highly 
politicized topic in California.  The 
Professional Engineers in California 
Government, a powerful union in 
California with 13,000 members, 
has opposed increased private 
sector participation.   
 
Despite this resistance, P3-
authorizing legislation was 
approved as part of the 2008-09 
mid-year budget package that was 
negotiated in late February 2009.  
The bill, SB 4 X2 (Cogdill), 
expanded state and local 
governments’ ability to enter into 
public-private partnerships in 
limited situations and created a 
Public Infrastructure Advisory 
Commission to assist certain 
government entities with their 
public-private partnership 
transactions.   
 
Strategic Growth Council.  In 
addition to his proposed PBI 
California, the governor also 
suggested creating a Strategic 
Growth Council to coordinate state 
agency activities to “promote 
environmental sustainability, 
economic prosperity, and quality of 
life” for all Californians.21  The goal 


New Legislation Authorizes  
Public-Private Partnerships 


SB 4 X2, chaptered by the Secretary of State in February 
2009 (Chapter 2, Statutes of 2009), generally expands state 
and local governments’ ability to enter into public-private 
partnerships in limited situations.  SB 4 X2 does the 
following: 


 Authorizes the use of design-build contracting for up to 
five state office, prison, or court facilities statewide upon 
approval by the Department of Finance. 


 Authorizes redevelopment agencies, until January 2016, 
to use design-build contracting for building up to 10 
projects across the state (and no more than two per 
redevelopment agency) that cost more than $1 million 
each upon receiving a permit from the State Public 
Works Board. 


 Authorizes, until January 2014, local transportation 
agencies to use design-build on up to five projects for 
local streets, road, bridge, tunnel, or public transit 
projects, and Caltrans to use design-build on up to 10 
state highway, bridge, or tunnel projects. 


 Authorizes Caltrans and regional transportation 
agencies, until January 2017, to enter into an unlimited 
number of comprehensive development lease 
agreements with public or private entities, or consortia 
thereof, for transportation projects.  (Prior law allowed 
only four such agreements statewide until January 2012.) 


 Creates the Public Infrastructure Advisory Commission 
within the Business, Transportation and Housing Agency 
to advise Caltrans and regional transportation agencies 
in developing public-private partnership transportation 
projects.  The Commission may charge a fee for its 
services. 


Source: SB 4 X2 (Cogdill).  Chapter 2, Statutes of 2009. 
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of the council is to synchronize plans to manage resources and develop 
infrastructure while facilitating efforts to reduce greenhouse gas 
emissions under AB 32 in 2006,22 relieve congestion, protect from floods, 
provide affordable housing, and include a strong land use and resource 
planning component.  SB 732 (Steinberg) passed in 2008, creating the 
Strategic Growth Council and appropriating $500,000 from the 
Resources Agency budget from Proposition 84 to support the council and 
its activities.23  The council has convened a handful of times since its 
initial meeting in February 2009 and is considering the role of the five-
year infrastructure plan as it maps out its agenda. 
 


Paying For Infrastructure 
 
The two most common methods of paying for infrastructure in California 
have been 1) pay-as-you-go or 2) borrowing through the bond market 
and repaying bond debt over time from the General Fund or from user 
fees.   
 
Under pay-as-you-go financing, the government uses current revenues to 
pay for a project.  This is the cheapest way to finance projects as no 
borrowing occurs and no interest is paid.  However, this type of financing 
limits the state to the amount it has available in its coffers to pay for 
infrastructure at the time, making it difficult to fund large and costly 
projects that are intended to have long life spans.24 
 
Most of California’s recent infrastructure activity is financed through 
bonds, which is a way of borrowing money to be paid off over 20 or 
30 years.  Bond financing allows the state to take on major capital outlay 
projects such as educational facilities, prisons, parks, water projects and 
office buildings that could not be paid for up front and that will provide  
services over many years to the benefit of several generations of 
taxpayers.  California primarily uses two types of bonds: General Fund-
supported bonds and traditional revenue bonds.25   
General Fund-supported bonds include both general obligation bonds 
and lease-revenue bonds.  General obligation bonds require voter 
approval and are backed by the state’s general taxing power.  Payments 
on general obligation bonds are usually made from the General Fund, 
though some payments may come from designated revenue streams with 
the General Fund as a back-up.  Lease-revenue bonds do not require 
voter approval and are not guaranteed but are instead authorized by the 
Legislature and paid from lease payments by state agencies that use the 
facilities and which ultimately come from the General Fund.  Because 
they are not backed by general taxing power of the state, lease-revenue 
bonds must offer higher interest rates than general obligation bonds.   
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Traditional revenue bonds are similar to lease-revenue bonds in that they 
do not require voter approval and are not guaranteed by the general 
taxing power of the state.  Payments on the bonds are made from a 
designated revenue stream that is typically attached to the specific 
project being financed by the bond.  Traditional revenue bonds differ 
from lease-revenue bonds in that the General Fund provides no support 
for repayment of the bond.   
 


Comparison of State General Obligation Bonds and Lease-Revenue Bonds 
 


Feature or Characteristic General Obligation Bonds Lease-Revenue Bonds 


Legislative authorization 
needed for program 2/3 vote in each house Majority vote in each house 


Voter approval required? Yes – majority vote of the electorate No 
Pledged security to 
bondholders 


Full faith and credit of the state (its 
taxing power) 


Annual debt-service appropriations, plus 
available bond reserve funds 


Interest rate on bonds Lowest possible Recently has been averaging roughly 0.2 
percentage point above GO bond rate 


Underwriting process Usually competitive bidding, but 
negotiated sales allowed if cheaper 


Some competitive bidding, but most 
sales to date have been negotiated 


Need for reserve fund to 
effectively market bonds? No Yes 


Need property and 
liability insurance? No Yes 


Amount of bonds 
required 


Based on project costs, plus small 
amount (less than 1 percent) for 
issuance costs 


Bond volume upsized, typically by 
roughly 15 percent over project costs, to 
cover underwriting fees, debt-service 
during construction period, other 
issuance costs and reserve fund 


Type of amortization 
schedule currently used 


Typically level total payment 
(principal and interest) over 30 years 


Typically level total payment (principal 
and interest) over 25 years 


Real cost of bond 
financing 


Lowest possible (typically about 
$1.20 to $1.30 per $1 capital costs) 


Typically 10 percent to 15 percent 
above GO bond cost, depending on 
circumstances 


Source: Legislative Analyst’s Office.  February 2007.  “Frequently Asked Questions About Bond Financing.”  Page 4, Figure 1. 
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General Fund Repays General Obligation 
Bonds 
 
Most bonds that are issued by the state are general 
obligation bonds.  Debt that accrues from issuing general 
obligation bonds is repaid from the state’s General Fund, 
and California law dictates that these payments take 
priority over other state programs funded by the General 
Fund.  In periods of flat or falling revenue, or increasing 
costs of providing government services, this means that 
increasing debt payments can force cuts in program 
spending in other areas, such as education, health care, 
schools and public safety.   
 
California’s use of the general obligation bonds to finance 
infrastructure projects has increased significantly as a 
share of the state’s capital spending since the late 1970s.26  
State general obligation bonds are popular because they 
are relatively easy to pass with only a majority vote, and 
they apportion the cost of the infrastructure over more 
than one generation that will benefit from its existence.27   
 


0


100


200


300


400


500


600


1978 1980 1982 1984 1986 1988 1990 1991 1993 1995 1997 1999 2000 2001 2003 2005 2007 2009


20
09


 p
er


 c
ap


it
a 


do
lla


rs


California total capital expenditures California bond capital expenditures


 
Source: Ellen Hanak.  Public Policy Institute of California.  January 2009.  “Paying for Infrastructure: California’s Choices.”  Citing 
governor’s budgets (spending), California Department of Finance (population) and U.S. Department of Labor (producer price index 
for materials and components for construction).  Page 4. 


GO bond 
spending


16%


Other
84%


 


     Total Capital Spending 


GO bond 
spending


57%


Other
43%


1978 


2009 


California State Infrastructure Budget, 1978-2009 







LITTLE HOOVER COMMISSION 


16 


Cost of Bond Financing 
 
Public finance experts stress that money from bond sales is debt, not 
revenue, and must be paid back at a rate of roughly $2 for every dollar 
borrowed.  Extending repayment over decades can reduce the inflation-
adjusted cost of borrowing, but it still represents an added cost, one 
determined by the state’s credit rating and the bond’s time to maturity. 
 
In the United States, interest income from general obligation bonds and 
many other types of debt issued by public agencies is exempt from 
income taxes.  In general, this results in governments offering investors 
lower interest rates on public bonds than would be offered for corporate 
bonds.  All other things being equal, it means governments generally 


have lower borrowing costs than do private 
companies.   
 
California’s borrowing costs are affected by 
the state’s credit rating, currently the 
lowest in the nation.  This has had the 
effect of adding to the state’s borrowing 
costs, though not to the degree that would 
be expected given California’s credit rating  
California currently is the biggest player in 
the nation’s $2.3 trillion municipal bond 
market. The municipal bond market, and 
the rest of the credit markets, experienced 
upheaval of historic proportions during the 
previous 12 months, so conclusions based 
on California’s experience in the markets 
during that period are likely of limited 
value.  The market, however, is slowly 
returning to more normal conditions, 
according to the State Treasurer.  Yet 
California’s revenue plunge, and the 
multiple delays in signing a budget, 
influenced its ability to borrow and the cost 
of borrowing.  The rate the state had to 
offer for 30-year tax-exempt general 
obligation bonds increased from 5.12 
percent at the beginning of fiscal year 
2007-08 to a high of 6.76 percent at the 
height of the credit crisis, but dropped 
back to 5.10 percent by September 2008.  
These are substantially higher rates than 
governments with better credit ratings had 
to offer.  


Locked out of the Bond Market 


Until 2008, general obligation bonds were seen as a 
reliable source of financing for California, a situation 
that changed dramatically late in the year, when credit 
markets seized up because of a global crisis of 
confidence and a recession that had started earlier in 
the year sharply reduced tax revenues to the state.  


The steep drop in revenues sparked an extended state 
budget crisis, which complicated California’s ability to 
borrow through credit markets.  At one point, lacking a 
budget, the state essentially was shut out of the credit 
markets.  To conserve cash for critical services and 
schools, the state shut down its short-term financing 
vehicle, the Pooled Money Investment Account, 
freezing or delaying payment on more than 5,400 
infrastructure projects statewide.  Although it could be 
argued that this was an extreme case, created by the 
combined effect of the state’s severe economic 
downturn and the global credit crisis,  it hampered the 
state’s ability to sell bonds.  Because of the crisis and 
separate restrictions on bond sales, California was 
unable to sell general obligation bonds for nine 
months.   


The state has since returned to the bond market, 
though its bond rating is the lowest among the states.  
The state’s credit rating, coupled with weak market 
conditions, in October 2009,  forced California to trim 
the size of a 4.5 million bond offering because it was 
unwilling to pay the higher interest rate demanded by 
bond buyers.  


Source:  Los Angeles Times.  October 9, 2009.  “California municipal 
bond sale falls short of fundraising goal.”  Also, Department of 
Finance.  “Information Regarding Bond Funded Infrastructure 
Projects.”  www.dof.ca.gov/infrastructure/bond_funded_proects/.  
Accessed June 22, 2009. 
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Other Revenue Sources 
 
Aside from the General Fund, another approach to paying for 
infrastructure, whether to repay debt or pay directly for operating costs, 
is through user fees, in which the person who benefits from the use of 
infrastructure pays a fee that represents the costs of construction, 
maintenance and operation of the system.  Linking user payments more 
closely to actual use is suggested by many transportation and financing 
experts as a way to generate revenue, manage demand, maximize new 
and existing resources, and potentially provide a useful indicator for 
prioritizing and allocating infrastructure spending.  Direct user fees in 
transportation, for example, include tolling, congestion pricing and 
charges for vehicle miles traveled.28   
 
Economists like tolls and user fees because they make a direct link 
between the benefits a user receives and the cost the user imposes on an 
asset.  Collected over time, an operator can use information from fees 
and tolls to determine how to best run the operation and whether 
revenues cover the cost of financing, building, operating and maintaining 
the asset.  This information is critical to setting tolls, as well as to 
renegotiating contracts.  It also can help guide decision-making about 
further investment in the area.29 
 
Gas, water and electric utilities generally repay debt and operating costs 
through user fees.  The state has successfully harnessed user fees, if 
indirectly, to pay for bonds issued to construct the State Water Project.  
Water districts and agencies, including cities and irrigation districts, 
contract for water from the state; the cost of providing the water and 
repaying capital costs of the project are reflected in user fees paid by the 
end consumers of the water based on how much is consumed. 
 
In the early 1920s, the state adopted a motor fuel tax to pay for the 
state’s burgeoning road system, a practice pioneered in Oregon and later 
made mandatory by the federal government.  When the Legislature first 
considered a gas tax, the preferred method was to charge for the use of a 
road rather than to tax gas, but toll collection methods available at the 
time would have been too costly.  The Legislature in 1923 instead 
implemented an easier and less expensive system of taxing fuel.30  The 
state now charges 18 cents a gallon for gasoline and diesel; the federal 
government levees a charge of 18.4 cents, both unchanged since 1994.  A 
sales tax on fuel purchases was introduced in the 1970s; voters in 2002 
passed Proposition 42 to ensure that gas sales tax revenues were 
directed to new transportation projects and transit, though much of 
these revenues have been diverted to shore up the General Fund. 
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California State Park entrance fees also are user fees, though like 
gasoline taxes, they no longer cover the cost of construction, 
maintenance or operation.  Bridge tolls also are user fees, though often 
toll revenues are used for a variety of purposes not immediately related 
to the use of the bridge. 
 
Tolling also is used as a tool, as tolls can be varied at different times of 
the day, week, month or year – a concept also known as congestion 
pricing – where prices are set according to traffic flow in order to better 
manage the demand for the infrastructure.  Congestion pricing can be 
applied to all users generally, or it can be adopted in particular settings, 
such as high-occupancy toll lanes, that are separate from other free or 
lower cost, more congested lanes on a road.  Toll rates can be set at pre-
published levels with different rates for every hour or half-hour period 
each weekday, or adjusted in real-time – called dynamic pricing – 
depending on measured vehicle density and potential for flow-
breakdown.  Real-time prices are typically posted on electronic message 
boards that allow drivers to decide whether to make use of the priced 
lanes as they approach the span. 
 
Absent federal subsidies and grants, state government can pay for 
infrastructure in three ways, through raising taxes, imposing user fees or 
shifting money from other programs in the budget.31  It has an array of 
options to finance projects, but the financing still has to be repaid 
through either tax revenues or user fee (or similar) revenues.  Just as the 
state has an array of financing options, it also has a range of alternatives 
for delivering infrastructure projects that can be used by Californians.  
The choices available for how California designs, builds, operates and 
maintains infrastructure, however, do not free it from ultimately having 
to pay for such projects, which are tax revenues, user fees or some 
combination. 
 


Innovative Delivery of Infrastructure 
 
Faced with similar limitations on paying for infrastructure, other states 
and countries have turned to new methods of delivering needed projects.  
Along with increased implementation of user fees, public-private 
partnerships (P3) are emerging as a new trend in both the financing and 
delivery of infrastructure projects. 
 
The spectrum of public-private partnerships includes partnering with 
private enterprise at any point during the planning, designing, financing, 
building, operating, leasing or ongoing maintenance of infrastructure.  
The greater the portion to be provided by the private sector, the further 
along it will be on the P3 spectrum.  Different configurations reflect the 
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vastly different conditions, financial structures and legal systems around 
the world where such arrangements are employed.  Typically, the public 
agencies and private parties that form successful public-private 
partnerships look at infrastructure in a fundamentally different way than 
do most governments, treating public goods as assets, not liabilities, and 
as a result, distinguish between investments and costs.    
 


When it comes to designing a public-private partnership, witnesses told 
the Commission that no one partnership structure fits all circumstances.  
The type of partnership that is appropriate, if at all, depends on the 
specific details of the project and should be crafted in order to meet 
current conditions and expected needs.  In some cases, the public sector 
may end up being the best choice over a partnership with private 
companies once all possibilities have been considered.  Advocates for P3s 
agree that it should be available as a tool for the government to employ 
only when it is the best choice among the options available.  P3s have 
added value as a way to allocate risk to the party best able to handle it.  
The public sector, for example, is often in the best position to take on the 
risk of a lengthy environmental review, where a private entity could 
better manage construction delay risk or the risk of rising material costs. 
 
Private involvement in infrastructure development is nothing new.  Few 
public projects are built without private construction firms doing the 
work under contract, an arrangement that would fall under the category 
of design-build on the P3 spectrum.32  In California, the most untapped 


Spectrum of Public-Private Partnerships 
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Source: The National Council for Public-private Partnerships, as cited in “Closing the Infrastructure Gap: The Role of Public-Private 
Partnerships.”  A Deloitte Research Study.  2006. 







LITTLE HOOVER COMMISSION 


20 


areas for innovation are more extensive public-private partnerships that 
fall along the spectrum beyond the design-build class. 
 
California once was a pioneer in this more innovative public-private 
partnership arena, legislatively authorizing competitive selection of four 
privately-financed toll-road pilot projects in 1989.  AB 680 allowed the 
California Department of Transportation (Caltrans) to contract with 
private companies to design, build, operate and maintain four 
transportation projects using private money and no state funds.33  At 
least one project had to be in northern California, and one in southern 
California.  Two of the pilot projects were completed: State Route 91 


Express Lanes in Orange County, 
which opened in December 1995, 
and the San Diego State Route 125 
South Toll Road, which began 
construction in 2003 and opened in 
November 2007.  The other two 
projects, selected by Caltrans, failed 
to gain financial and community 
support before the bill’s 
authorization expired in 2003.34 
 
The Legislature followed with 
AB 1467 in 2006 to authorize the 
development of four additional 
projects divided among northern and 
southern California.  No partnership 
has yet emerged from this 
authorization, which sunsets in 
2012.  Experts attribute this to the 
detailed provisions of the bill, 
including the following requirements: 
1) any agreement must be the 
subject of a public hearing and 
submitted to the Legislature for 
approval, 2) the agreement cannot 
have a non-compete provision, 3) 
tolls and fees cannot be charged 
against noncommercial vehicles with 
three or fewer axles, and 4) the 
agreement must identify the toll 
rates at fixed amounts, with 
increases subject to approval by 
Caltrans.35 
 


California’s First Innovative P3 Projects 


SR 91 Express Lanes (Orange County) 


SR 91 Express is a four-lane, 10-mile toll road located southeast 
of Los Angeles in the existing center median of SR 91, an 
existing non-toll public highway that connects three of the 
fastest-growing counties in the United States: Riverside, San 
Bernardino and Orange counties.  It was privately financed at a 
cost of $135 million and opened in December 1995.  
Originally, it was owned and operated by California Private 
Transportation Company L.P., a joint venture of Kiewit Pacific, 
Granite Construction, and Cofiroute.  In 2002 the Orange 
County Transportation Authority bought it for $207.5 million, 
but Cofiroute continues to operate it pursuant to a management 
contract.  SR 91 was the first toll road in the United States to 
use variable congestion pricing and the world’s first fully 
automated toll road that uses electronic transponders to collect 
tolls. 


SR 125 South Toll Road (San Diego) 


SR 125 South is a 9.5 mile, four-lane toll road located in San 
Diego County.  Development of the SR 125 had been planned 
for years, but construction did not begin until September 2003, 
with an official opening in November 2007.  It is intended to 
reduce traffic congestion on I-5 and I-805 and increase capacity 
for future travel between the United States and Mexico.  With a 
cost of $722 million, it was financed and developed as a 
public-private partnership under a franchise agreement between 
Caltrans and California Transportation Ventures, an affiliate of 
Macquarie Infrastructure.  The project was financed by private 
debt and equity supplemented by a loan under the U.S. 
Department of Transportation’s TIFIA (Transportation 
Infrastructure Finance and Innovation Act of 1998) program. 


Source:  Robert W. Poole, Jr., Peter Samuel, and Brian F. Chase.  Reason 
Foundation.  Policy Study 324.  January 2005.  “Building for the Future: Easing 
California’s Transportation Crisis with Tolls and Public-Private Partnerships.”   
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Public-Private Partnerships in Other States 
 
Meanwhile, public-private partnerships have sprouted in other 
jurisdictions.  The City of Chicago in 2005 entered a 99-year lease of the 
Chicago Skyway for $1.83 billion, becoming the first in the United States 
to enter a long-term lease of a public toll road.  Shortly after, the state of 
Indiana set up a partnership with an operator to assume responsibility 
over the Indiana Toll Road for $3.85 billion in a 75-year lease beginning 
in 2006.  These deals have given the government up-front cash for a pre-
existing “brown field” asset while shifting the ongoing maintenance and 
operations costs to companies who then charge consumers a toll. 
 
Partnerships also have been used to build new “greenfield” projects that 
in some cases otherwise would not have been completed.  The 
Pocahontas Parkway in Virginia, which opened in 2002, was designed 
and built by a partnership between the state and a private company.  
When lower than expected tolls brought the parkway close to defaulting 
on the debt, another private company in 2006 stepped forward into a 
99 year lease, agreeing to pay off the debt, upgrade the tolling systems, 
maintain the parkway, and build a connection to the Richmond airport, 
in exchange for the right to raise tolls. 
 
In Colorado, three local governments formed the Northwest Parkway 
Public Highway Authority to build the Northwest Parkway with funding 
from revenue bonds guaranteed by projected toll revenues.  When tolls 
amounted to half the estimated revenues, the authority in 2007 leased 
the parkway to a private operator, allowing the authority to use some of 
the $603 million from the 99-year lease to pay down bond debt. 
 
Centers of Excellence in Other Countries 
 
Given the complexity of the deals, other countries have formed expert-
laden organizations that help the government negotiate and manage the 
contracts that govern public-private partnerships.  Britain, Canada and 
Australia have incorporated far more extensive use of P3s than the 
United States and California.  Each of these countries has formed an 
entity to provide expertise and guidance to government agencies in the 
procurement of public-private partnerships, which comprise no more 
than 15 percent of total public investments as they are not always the 
best method of providing public infrastructure. 
 
Partnerships UK.  Partnerships United Kingdom (PUK) was set up in 2000 
to provide a permanent center of excellence for the public sector in the 
UK by providing project advice and support, government policy expertise,   
co-sponsorship of projects and assistance in turning public sector under-
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utilized assets and innovative ideas into business and joint venture 
opportunities.  PUK is itself a public-private partnership with an arms-
length relationship with Her Majesty’s Treasury, with operational 
independence, and 51 percent private sector equity ownership.  Since it 
began, more than 620 P3 (called PFI, or private finance initiatives in the 
UK) projects worth roughly $50 billion have been initiated, and PUK has 
played a major role in the development of this market.  The PUK team, 
which comes from a wide range of private and public sector 
backgrounds, has grown from 15 in 2001 to more than 80 current staff.   
 
Partnerships BC.  Partnerships British Columbia, created in 2002, is 
similar in intent to Partnerships UK, but is owned entirely by the 
province of British Columbia.  With roughly 45 staff, the organization 
takes a hands-on approach to providing services to plan and negotiate P3 
deals and helps foster a policy environment that suits public-private 
partnerships.  It also works on behalf of public sector agencies to form 
relationships with private businesses, investors and the financial sector. 
 
Infrastructure Ontario.  Infrastructure Ontario was formed in 2005 and 
takes a more focused approach to coordination of projects that merge the 
public and private sectors.  It uses public control and ownership and 
private financing in managing projects aimed at renewing public assets 
such as hospitals, courthouses, roads, bridges and water systems.  All 
projects have been completed on time and on budget.  The organization 
also directs municipalities, universities and other public bodies toward 
affordable loans for building and renewing infrastructure.  Infrastructure 
Ontario differs from Partnerships UK and Partnerships BC in that, once 
the government sends the project to Infrastructure Ontario, the 
legislature is no longer involved, and Infrastructure Ontario is solely 
responsible for all tasks associated with delivering the project. 
 
Opportunities in California 
 
With the passage of SB 4 X2, California is moving forward on its most 
ambitious authorization of public-private partnerships, allowing 
unlimited P3 contracts by Caltrans and regional transportation agencies 
until 2017.36  This new authorization gives California the opportunity to 
learn from its own and others’ previous experiences with public-private 
partnerships.  It also allows the state to look at its own operations in a 
new light, offering the potential for improving how the state plans, 
manages and pursues infrastructure development. 
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Statewide Strategic Planning for 
Infrastructure 
 
California’s infrastructure is struggling to keep up.  Years of 
underinvestment have put the state’s resources – its levees, freeways and 
schools – in serious need of maintenance and repair.   
 
At the same time, the state’s population has swelled, increasing the load 
on these assets that form a critical part of the foundation vital to the 
state’s health, economy and prosperity.  Recent policy initiatives, such as 
efforts to reduce greenhouse gas emissions and encouraging smart 
planning, have imposed new conditions on state and local efforts to build 
and maintain infrastructure.  
 
Despite the need for infrastructure improvements, the state has either 
lacked the revenue or lawmakers have not chosen infrastructure 
investment as a top priority for the past several decades.  When the state 
faces budget shortfalls – as it has multiple times in recent years – 
infrastructure often is overlooked for other spending priorities.  The 
2008-09 recession was no exception. 
 
Federal money has provided a welcome infusion, though in many cases, 
the combined $6 billion in stabilization and stimulus funding simply has 
backfilled cuts.  In the current environment, funding for infrastructure is 
uncertain and often nonexistent despite growing needs, as lingering 
effects of the global credit crisis hobbled the state’s ability to sell 
previously authorized bonds targeted for infrastructure projects.  Even in 
good budget times, however, California’s infrastructure investments have 
lagged behind what the state needs to keep up with growth and 
maintenance needs.  This pattern has been determined in part by the 
siloed nature of the state’s infrastructure planning but more important, 
by the lack of an institutional champion to advocate specifically for 
keeping the state’s physical network in optimal condition.  The result is 
crowded freeways, crumbling college buildings and prisons, levees 
vulnerable to collapse, an outmoded water conveyance system and 
hundreds of millions of dollars in deferred maintenance at our state 
parks. 
 
California’s economic crisis ultimately will pass, though the state may 
recover later than other states and other countries, many of them 


“The current economic 
climate and budget crisis 
in California offer 
compelling reasons for 
restructuring how 
California plans, 
finances, builds and 
operates its 
infrastructure – the state 
desperately needs a new 
model.” 
David Dowall 
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California’s competitors.  Given the potential for others’ head start, 
California’s future competitive position very well may depend on the 
infrastructure decisions and investment its leaders make today. 
 
The choices facing the state decision-makers are difficult, as the 
recession forced the administration to lower revenue forecasts by 
20 percent in 2008-09, then by another 22.7 percent for the  
2009-10 budget.37  The subsequent $16 billion spending cuts over the 
two budgets made clear that California’s increased reliance on general 
obligation bond financing to pay for infrastructure spending cannot be 
sustained without further hard choices, including cuts in spending on 
social and health programs as well as public safety programs.  Issuing 
more general obligation bonds will only increase the amount of debt 
service; in a climate of flat or slowly growing General Fund revenues, this 
strategy will necessarily mean further cuts to other programs. 
 
Even in the currently constrained environment, however, California has a 
wealth of opportunities for enhancing its infrastructure system.  
Innovations in technology, for example, can help the state and the public 
understand how intensely a highway or bridge is used, information 
planners already use to forecast future needs.  Drawing on real-time 
data, the state could set policies and mechanisms that can better 
distribute costs of operating and maintaining the bridge to the people 
who use it most, or put in place mechanisms to manage demand for an 
asset to make it last longer or avoid costs of expanding it.  New ways of 
involving the private sector, in both the financing and delivery of a 
project, can allow the state to complete a project more quickly or tackle 
projects that otherwise may not have been done at all.  These and other 
tools can help the state fulfill its role in providing the infrastructure 
foundation California needs to support its economy and quality of life, 
despite a lengthy recession. 
 
Providing quality infrastructure in challenging times and capitalizing on 
potential opportunities requires strategic thinking, integrated planning, 
and long-term goal setting that capitalizes on California’s existing assets 
and strengths, both public and private.  To date, this kind of coordinated 
planning and priority-setting is not being done on a statewide, cross-
sector level with full input from all stakeholders and with openness to 
innovation in how infrastructure is funded, financed, delivered and 
managed, though many of the pieces exist.  This chapter reviews the way 
infrastructure currently is developed and how the state could improve its 
leadership, planning and coordination of infrastructure investments. 
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California Lacks an Infrastructure Vision and 
Statewide Strategy  
 
California has no comprehensive infrastructure vision for the future.  
Infrastructure decisions are made in government silos and often through 
bureaucratic approval processes that are focused on individual projects 
and on the availability of funding, or whether they meet certain 
standards unrelated to overall state needs.  
In the case of the 2006 and 2008 bond 
proposals, voters approved large sums of 
bond borrowing in five measures placed on 
the ballot by the governor and Legislature 
and two measures added to the ballot 
through the initiative process, but the bond 
measures were not based on an integrated 
statewide assessment of needs or an agreed-
upon strategic plan.  This has produced 
unrelated programs of infrastructure 
spending initiated with little thought as to 
how projects fit within the larger picture of 
state goals and priorities, and continues the 
pattern of inconsistent investment in 
infrastructure over the years.   
 
In 2007, and reiterated in 2009, the California State Auditor listed 
infrastructure maintenance and improvement as one of the five high-risk 
issues facing the state.  The auditor cautioned that, “considering the 
breadth of the state’s needs, the numerous categories of infrastructure 
the 2006 bond package is authorized to fund, and the number of 
administering agencies, the state faces risks.  Such risks include 
ensuring that it properly prioritizes its infrastructure projects, then 
selects and executes those most likely to meet existing and future needs.  
The state also faces risks in ensuring that the various agencies with a 
role in expending the bond funds coordinate as needed and that 
redundancy and confusion do not result in wasted time and money and 
needless delays in completing critical projects.”38 
 
The Commission found in its June 2009 study, Bond Spending:  
Expanding and Enhancing Oversight, that California lacked a 
government-wide system to ensure that bond money was spent wisely on 
projects that delivered lasting value. 
 
California’s biggest infrastructure challenge is the lack of a clear vision 
and strategy for what infrastructure goals the state wants to achieve in 
the next 20 years, witnesses told the Commission.  The state needs to set 


“We lack a vision for what 
our transportation system is 
and should become.” 
Senator Alan Lowenthal 


2006 and 2008 Bond Measures 


California voters in 2006 authorized almost $43 
billion in general obligation bond spending: 


 Proposition 1B – Transportation $19.9 billion. 


 Proposition 1C – Housing $2.9 billion. 


 Proposition 1D – Education $10.4 billion. 


 Proposition 1E – Resources $4.1 billion. 


 Proposition 84 – Resources $5.4 billion. 


Voters then approved roughly $11 billion in bond 
spending in 2008: 


 High-Speed Rail $10 billion. 


 Children’s Hospital Bond Act $980 million. 
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strategic, programmatic and capital investment priorities, which can 
enhance infrastructure outcomes and performance.   
 
In its thinking about infrastructure investment, the state must design its 
strategy around desired outcomes, not simply inputs such as adding 
lanes to freeways.  Reduced congestion and better air quality are 
outcomes, and while added freeway lanes might produce less congestion, 
so might other paths, such as more public transit or a user fee system 
that increases tolls during peak travel times as an incentive for people to 
adjust their travel plans or pay for the added congestion and emissions 
they create.   Smart and integrated planning would give the state a 
chance to pursue its goals with a more innovative demand management 
strategy that incorporates all of the outcomes desired by the state. 
 
Potential solutions have to be considered as part of a larger visioning 
process that takes all of the state’s priorities into consideration.  One 
mistake governments often make is focusing on increasing supply to 
meet demand, basing forecasts of need on per capita consumption.  
Long-term state planning, when it is done, typically pays too little 
attention to how consumers react to changes in price, or the effects of 
conservation (whether the result of price signals or not) or new 
technology, such as drip irrigation or smart sensors for soil humidity or 
traffic congestion.39  In doing so, policy-makers fail to recognize the 
extent to which Californians make such economic decisions every day in 
selecting cellular telephone or cable television packages, timing their 
showers, switching to low-flow toilets and fluorescent light bulbs, or 
choosing a toll road if it means avoiding a late fee picking up their 
children from daycare or being late for work.   
 
California’s process for planning infrastructure, or lack thereof, makes it 
difficult to make these important policy decisions that will affect the 
impact that new and updated infrastructure will have on the state and 
its citizens.   
 


Infrastructure Planning in Agency Silos 
 
Planning for infrastructure currently takes place within program areas 
generally organized into state agencies and departments.  Under the 
current process, decisions about what to build reflect what money is 
available and what can be approved, making it difficult to coordinate 
infrastructure development across the state as a whole.40  In addition, 
general obligation bond measures for infrastructure projects often are 
placed on the ballot through campaigns backed by political interests, not 
because they respond to state needs.  For example, voters recently have 
approved more than $6 billion for various resource projects, children’s 
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hospitals, and other designated projects through bond initiatives that 
were underwritten by parties who in some cases stood to gain from the 
measures, not because the funded projects were part of the state’s 
strategic plan.  As a result, the state’s infrastructure develops in a 
piecemeal fashion, planned independently in separate agencies and 
departments, funded through bond measures or the state budget 
process, each with its own problems and limitations.41 
 
A Department of Finance official told the Commission that infrastructure 
investment is not a program unto itself, but instead an element of each 
substantive state program that plans and delivers the projects.42  The 
state’s five-year infrastructure plan required by the California 
Infrastructure Planning Act of 1999 embodies this approach.  It requires 
departments to submit information to the Department of Finance on 
projected infrastructure needs, estimated costs and creative alternatives 
for meeting those needs, and the consequences of not addressing its 
needs.  The submitted information then is analyzed by finance staff to 
determine which areas of infrastructure should be included in the five-
year plan.   
 
In 2008, the finished plan was detailed in a 256-page report divided by 
program area that discussed a department’s infrastructure plan 
according to such categories as “Existing Facilities,” “Drivers of Need” 
and “Five-Year Needs,” culminating in a proposal for projects and 
sources of funding for them.  Each project entry must articulate that it 
addresses three state planning priorities required by more recent 
legislation, emphasizing infill development, the protection of 
environmental and agricultural resources and efficient land use.43  As 
the final report explains, “[t]he 2008 Plan reflects the infrastructure 
needs of state programs and recommends funding priorities based on 
considerations of criticality, equity and funding availability.  It proposes 
a balanced and affordable investment in California’s future.”44 
 
The five-year plan is a major step forward in understanding the state’s 
infrastructure resources and needs; however, it falls short of the smart 
planning and investment strategy needed to effectively and efficiently 
meet the state’s needs.  Information is generated at the department level, 
with department staff holding the responsibility for creating innovative 
solutions to their infrastructure needs, doing so within existing resources 
and under current funding structures.  These are difficult and narrow 
parameters within which to innovate, and staff inside a department may 
not have the knowledge or expertise to make suggestions for a new 
approach, whether programmatic or fiscal.  Faced with a real fear that 
cost-savings from innovation may reduce funding for the program in the 
next fiscal year, departments lack incentives for finding creative ways to 
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minimize costs.  Whatever the reason, the final five-year plan includes 
little, if any, innovative proposals. 


 
In its current form, the plan lacks 
substantive analysis based on long-term 
strategic goals at both the state and 
department levels.  The analysis for the 
document is done within the ranks of the 
Department of Finance, and is based mainly 
on funding considerations.  Department of 
Finance staff testified that priority-setting is 
difficult as certain funds are earmarked for 
specific project areas because of specific 
language in bond measures or as conditions 
of federal funding.45  In failing to set 
priorities among projects, however, the plan 
implies an equivalent level of importance of 
projects across departments, leaving for 
readers to decide which of the projects are 
needed most.  The resulting list is an 
important perspective that should be 
considered in the process of planning 
statewide infrastructure development, 
though it is shaped by budget 
considerations and statutory requirements, 
not an integrated strategy.  
 
The goals articulated in the plan are not the 
broad, overarching policy goals that should 
drive infrastructure development in the 
state.  The plan identifies “criticality, equity, 
and funding availability” as the determining 
factors driving prioritization.  This leaves 
out larger state policies in areas such as 
environmental protection, economic 
development, public health, resource 
maximization and other considerations that 
must be incorporated in the development 
and use of new and existing infrastructure.  
These broader state goals are not discussed 
in the five-year plan, and are not 
encouraged in the planning that filters up 
through the departments to the Department 
of Finance. 
 


Methodology of the 2008 California  
Five-Year Infrastructure Plan 


To ensure cross-department consistency in the 
infrastructure planning information reported by state 
departments, the Department of Finance established 
the following guidelines for departments to identify 
and report their needs: 


1. Determine total infrastructure need over 
the five-year period.  Identify a) what type of 
services they will be providing during the next 
five years, b) what level of service, and c) what 
infrastructure is necessary to support that type 
and level of service. 


2. Determine baseline infrastructure 
capacity.  Answer the question, “To what 
extent can the department’s existing 
infrastructure accommodate the need identified 
in step one?” 


3. Calculate the “net need.”  Subtract the 
existing capacity identified in step two from the 
total need determined in step one. 


4. Identify alternatives for meeting net need.  
Explore realistic and possibly creative means of 
meeting the net need to ensure that the most 
efficient and effective solution was selected.  
This may include changing program 
requirements to reduce need, co-locating with 
similar programs to share resources, and using 
alternative means of service delivery such as the 
Internet. 


5. Develop a proposed plan.  Prepare a 
comprehensive plan that is project-specific, 
except for projects that face too many 
uncertainties in which case the department 
should articulate the need in some tangible 
fashion, and include an estimate of its cost and 
timeframe for implementation. 


6. Consequences.  Provide an evaluation of the 
consequences of not addressing identified 
needs, and an articulation of what benefits 
would accrue as a result of implementation of 
the proposed plan. 


Source:  Governor Arnold Schwarzenegger.  State of California.  
2008.  “2008 California Five-Year Infrastructure Plan.”   
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The five-year infrastructure plan has equipped the state with an 
important resource that in one document identifies program area needs 
and offers basic information about existing and projected capacity to 
maintain the status quo.  Such a compilation was non-existent before 
1999.  However, the state still lacks cross-sector planning of projects, 
and it has not employed the full range of innovative methods for 
financing them.  The unstable, inconsistent, and unsustainable nature of 
how the state pays for infrastructure shows the need for strategic 
thinking and smart planning for infrastructure financing and delivery, 
calling for broad, state-level leadership on infrastructure development 
and, at a minimum, more involvement by the Legislature. 
 


Role of the Legislature in Infrastructure 
Development 
 
Discussing the five-year plan at the Commission’s February 2009 
hearing, California Business Roundtable President Bill Hauck testified 
that “there is one tremendously important ingredient that’s missing from 
that plan, and that is that there has been no participation, none, zero, by 
the California Legislature in relation to that plan and that’s why it looks 
the way it does.”46  Mr. Hauck said the lack of legislative input is why the 
plan lists the needs of each department without regard to other state 
government departments. 
 
Rather than evaluating the state’s overall capital spending plans, the 
Legislature examines individual department budgets each year that 
include each department’s capital spending plans.  Currently, no process 
exists for legislative priority-setting or comparison of one infrastructure 
project to another, even during consideration of budget expenditures for 
programs.47  This reinforces the siloed nature of infrastructure planning 
and analysis and for the most part, puts the Legislature in a position of 
reacting to an administration plan, rather than bringing an institutional 
vision and overall strategy for prioritizing and paying for infrastructure.   
 
Senator Bob Huff, vice-chair of the Senate Transportation Committee, 
said the Legislature’s current system of bottom-up planning focuses on 
local and regional needs, a process that involves the individual views and 
priorities of the Legislature’s 120 members.  In this, the Legislature 
mirrors the California Transportation Commission’s approach to 
approving local transportation projects, which take a more regional 
approach.  
 
As long as the state is in a crisis mode of addressing transportation 
needs, that approach will likely endure, Senator Huff said, especially 
when infrastructure planning timelines often exceed legislative terms.  


“California’s infrastructure 
problem is partly the result 
of insufficient funding as 
well as piecemeal planning 
and budgeting.” 
David Dowall 
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“You’re handing the baton off to someone else, and to the degree they 
don’t share the vision of the person who started the race, or have a 
different vision, you are going to have an inefficient method for setting 
priorities,” Senator Huff told the Commission.   
 
As a result, spending for new projects finds its way into the final budget 
more easily than does spending for maintenance and repair for existing 
state property and assets.  This reflects the reality that new projects 
typically bring with them their own sense of urgency as well as attached 
political benefits; the costs of delayed maintenance and political benefits 
of paying for it are less obvious.  One consequence is the growing backlog 
in deferred maintenance throughout state government.  The California 
State Parks program currently has a deferred maintenance backlog of 
$1.7 billion, and adds to it each year by $120 million.  The California 
Department of Transportation estimates that maintenance and repairs 
on the state’s roads and highways costs more than $6 billion a year, yet 
budgets $1.5 billion for the task.  One solution to this is to include the 
costs of maintaining a project over its life-cycle both in bond measures 
and in operating budgets. 
 
Another result of implementing infrastructure policy piecemeal through 
the budget process is that multi-year projects receive funding within a 
one-year budget time frame.  Changes in budget priorities can have 
deleterious effects on projects underway, Caltrans director Will Kempton 
testified.  Extending construction schedules delays improvements, adds 
cost and increases congestion.    
 
To date, the Legislature has not responded to the governor’s annual five-
year infrastructure plans, despite intent language suggesting that the 
Legislature review the plan as part of its annual budget process.  At the 
same time, however, the Legislature has enacted ambitious policies that 
directly and indirectly impact infrastructure development, such as goals 
to reduce greenhouse gas emissions and encourage smart growth 
through AB 32 in 2006 and SB 375 in 2008.   
 
Senator Alan Lowenthal, chair of the Senate Transportation and Housing 
Committee, told the Commission that the air quality and traffic 
congestion problems that prompted such legislation will require 
lawmakers to develop a new vision for how to meet these goals.  Speaking 
specifically on the Legislature’s role in transportation infrastructure, 
Senator Lowenthal said he saw three important tasks for lawmakers: 


 Facilitating a process for articulating a vision for the state’s 
transportation system that is consistent with AB 32 and SB 375. 


 In the process, identifying the Legislature’s own broad goals for 
transportation. 
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 Establishing a framework for achieving the identified goals and 
holding agencies accountable for meeting them.48 


 
Senator Lowenthal said these tasks 
bring with them challenges for the 
Legislature: articulating a vision and 
framework for achieving the vision, 
generating sufficient revenue and 
aligning policy priorities with budget 
priorities. 
 
Legislative involvement is essential to 
developing an effective infrastructure 
policy, one that should be 
“coordinated in a flexible and 
collaborative manner” by the governor 
and the Legislature.49  Without such 
coordination, the Legislature loses an 
opportunity to link its goals for 
reducing greenhouse gas emissions to 
funding the most promising 
infrastructure projects that could 
achieve those goals.  Such projects 
could be freeway improvements, 
transit projects or state help in 
streamlining the movement of cargo 
from ports to rail lines.  The 
Legislature should exercise its 
leadership responsibility early in the 
process, not after construction is 
finished, to ensure state planners 
consider a wide range of alternatives.   
 


State Attempts at Strategic Planning 
 
Attempts to improve infrastructure planning or set a long-term strategic 
vision for infrastructure generally have been short-lived efforts, leaving 
no ongoing planning process behind. 
 
The five-year infrastructure plan is a useful process and an important 
step in the right direction, but it merely provides a list of state 
infrastructure projects within the existing paradigm of infrastructure 
delivery.  It has not been, and was not required to be, a plan or strategy 
for taking action on the state’s infrastructure needs, nor does it delineate 
priorities among the list of projects.  It also does not serve as a catalyst 


AB 32 and SB 375 


The California Global Warming Solutions Act of 2006, or 
AB 32, was the nation’s first law to attempt to reduce 
greenhouse gas emissions.  The law requires the California 
Air Resources Board (CARB) to develop regulations and 
market mechanisms to reduce the state’s greenhouse gas 
emissions by 25 percent by 2020.  The law also mandates 
CARB to measure the greenhouse gas emissions of the 
industries it determines are significant sources of emissions 
and gives the governor the ability to suspend emissions caps 
imposed by CARB for up to one year in the case of an 
emergency or significant economic harm. 


SB 375, passed in 2008 to lower greenhouse gas emissions 
through better land use and transportation planning.  While 
AB 32 set the goals and created the regulatory authority, 
SB 375 focuses on taking action in the transportation and 
land-use planning areas.  Under the law, CARB must 
develop regional greenhouse gas emission reduction targets 
for autos and light trucks for 2020 and 2035.  CARB also 
must work with California’s Metropolitan Planning 
Organizations (MPOs) to align their regional transportation, 
housing and land use plans and prepare a “sustainable 
communities strategy” aimed at lowering the number of 
vehicle miles traveled in their regions.  SB 375 provides 
incentives for revitalizing existing communities, encouraging 
walkable and sustainable communities and, for home 
builders, contains provisions for relief from certain CEQA 
reviews for projects consistent with the new strategy. 


Sources:  AB 32 (Nunez).  Chapter 488, Statutes of 2006.  Also, SB 375 
(Steinberg).  Chapter 728, Statutes of 2008. 
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for innovation in the way infrastructure is financed or delivered, and it 
includes only state-owned resources with no integration of local or 
regional infrastructure projects that account for 80 percent of 
infrastructure assets around the state.  Witnesses told the Commission 
that the Legislature has not engaged the plan or used it to provide 
feedback, despite intent language in the enabling legislation that “the 
proposed infrastructure plan be considered by the Legislature in 
conjunction with its consideration of the Budget Bill.”50 
 
Earlier, Governor Davis created the Commission on Building for the 
21st Century that in 2002 produced a thoughtful plan for developing 
infrastructure for the future.  The commission’s report included guiding 
principles, specific priorities, and suggestions for new entities and 
practices that would put a process in place for infrastructure decisions 
and actions.  While some of the ideas of the report found their way into 
other organizations and studies, Governor Davis never formally accepted 
the report or acted on its recommendations, in part because by the time 
the report was released, the state’s agenda had been overtaken by the 
energy crisis, the collapse of the high-tech stock boom and the economic 
aftermath of the September 11, 2001 attacks.  These events contributed 
to a $24 billion budget deficit that shelved discussion of new spending 
plans. 
 
The Environmental Goals and Policy Report that appeared irregularly 
during the 1970s is the closest the state has come to putting together an 
overarching state strategy.  The initial report was an important 
acknowledgement that broad state policies needed first to be articulated, 
then integrated into functional plans for state projects as well as the 
discussion of local and private actions needed to implement state 
policies.  The content of the report focused on state policies related to 
growth, development, and environmental quality only.  But the report 
served as an insightful attempt to provide a broad strategy for policy in 
these areas with an eye toward implementation and recognition of the 
overlap between infrastructure planning and development.  While the 
intent of the legislation for the report was ambitious, the appearance of 
the report has relied on the level of interest of the sitting governor.  The 
report has been written and submitted only three times, once in 1973, 
updated in 1978 and revised again in 2003. 
 
What has remained from this attempt at broad planning around 
environmental goals is the Governor’s Office of Planning and Research 
(OPR).  The office was created under the direct control of the governor in 
1970 to oversee environmental policy and to write the Environmental 
Goals and Policy Report to inform the Legislature on the state of 
California’s environment.  OPR’s role has evolved since, as it, like the 
report it was created to produce, is subject to the changing priorities of 
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the governor.  OPR has gone from a highly engaged and prolific planning 
entity under Governor Brown to a weaker organization under more 
recent administrations.  It has been tasked with many more 
responsibilities in the years since 1970 and now has five main units: the 
State Clearinghouse, the legislative unit, the policy and research unit, 
the Office of the Small Business Advocate, and the Advisory for Military 
Affairs.  The State Clearinghouse is where most of OPR’s work is done as 
the state’s “comprehensive planning agency” with myriad duties related 
to state and local planning around environmental policy, CEQA 
coordination and coordinating with local jurisdictions.   


Governor’s Office of Planning and Research 


The main statutory functions of the Governor’s Office of Planning and Research can be divided into two categories: 
1) state planning, and 2) coordination of California Environmental Quality Act (CEQA) activities. 


State Planning  


OPR is designated in statute as the state comprehensive planning agency. Accordingly, it is responsible for the 
following programs and activities: 


 Formulate long-range goals and policies for land use, population growth and distribution, urban expansion, 
land development, resource preservation and other factors affecting statewide development patterns. 


 Assist in the preparation of functional plans by state agencies and departments which relate to protection and 
enhancement of the state's environment. 


 Ensure that all state policies and programs conform to the state's adopted land use planning goals and 
programs. 


 Create regional planning districts. 
 Establish a Planning Advisory and Assistance Council. 
 Prepare the state's Environmental Goals and Policy Report (EGPR) every four years. 
 Develop and adopt guidelines for the preparation of city and county general plans. 
 Provide general planning assistance to local governments. 
 Serve as the state's "single point of contact" for evaluation of federal funding proposals. 
 Prepare guidelines for the newly-required comprehensive service review and for fiscal analysis of 


incorporation proposals, as required by legislation that reforms local agency formation commission (LAFCO) 
duties, powers and procedures. 


CEQA Coordination 


OPR is responsible for carrying out various state level environmental review activities pursuant to the California 
Environmental Quality Act, including: 


 Prepare state CEQA Guidelines (part of the California Code of Regulations) for implementation of CEQA. The 
guidelines are adopted by the Secretary for Resources following public hearings. 


 Operate the State Clearinghouse which coordinates state level review of environmental documents prepared 
pursuant to CEQA. 


 Post various environmental notices filed with OPR pursuant to CEQA. 
 Assist in identification of state responsible and trustee agencies for development projects. 
 Provide education and training to public agencies on implementation of CEQA. 
 Maintain a database of environmental documents to streamline the preparation of environmental documents. 
 Assist lead agencies in determining which other agencies may have CEQA responsibilities. 
 Maintain CEQA notices in a manner that is accessible to the public on an Internet Web site. 


Source:  The Governor’s Office of Planning and Research.  “Functions.”  http://www.opr.ca.gov/index.php?a=about/functions.html.  Accessed 
August 18, 2009. 
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The Governor’s Office of Planning and Research was slated for potential 
elimination as part of the summer 2009 budget negotiations, and the 
change is reflected in the Governor’s proposed budget for 2010-11.  The 
potential elimination of OPR comes as the administration needs more 
collaboration with the Legislature, sharing resources and expertise rather 
than duplication, and proactive planning that incorporates innovation 
and addresses multiple issues, rather than piecemeal measures from 
siloed departments. 
 


The California Performance Review 
 
The 2004 California Performance Review devoted considerable attention 
to infrastructure planning, proposing the creation of a separate Office of 
Infrastructure Planning, Programming and Evaluation.  The office, which 
was to be connected to the Business, Transportation and Housing 
Agency, would “provide the planning, budgetary, performance evaluation 
functions necessary to support coordinated statewide infrastructure 
planning and programming.”  The review also recommended that the 
governor form a “State Plan Coordination Council” consisting of cabinet 
members and chaired by the secretary of the Business, Transportation 
and Housing Agency, to coordinate state plans, such as those developed 
by the Business, Transportation and Housing Agency and the Natural 
Resources Agency.   
 
The recommendations were not implemented, though two initiatives that 
followed embodied some of their spirit:  Governor Schwarzenegger’s 
Strategic Growth Plan and Strategic Growth Council are two efforts that 
come close to statewide, cross-sector planning that include elements of 
infrastructure in the discussion.   
 


Strategic Growth Plan 
 
Governor Schwarzenegger released his California Strategic Growth Plan 
in 2006 to provide a comprehensive framework for infrastructure 
investments over a 20-year period.  The plan served as the basis for the 
2006 and 2008 statewide bond measures and was a springboard for the 
creation of the Strategic Growth Council.  The plan “outlines the 
governor’s strategy for restoring and improving the state’s 
infrastructure,” including the following:51 


 Highways, roads and transit systems, including high speed rail. 


 Ports, levees and water supply systems. 


 Schools and universities. 


 Courthouses and correctional facilities. 
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 Protection and management of the state’s natural resources. 


 
The Strategic Growth Plan recognizes that “[i]t is increasingly apparent 
that many of the statewide challenges – from greenhouse gas reduction 
to affordable housing to congestion relief to flood protection – include a 
strong land use and resource planning component as part of the 
solution.”  The plan goes on to say that “there is a growing awareness 
among state agencies and departments that meeting the goals of the 
Strategic Growth Plan requires collaboration and coordination; the 
challenges are too great and the solutions are too multi-dimensional to 
address without a coordinated effort.”  To lead this effort, the governor 
proposed creation of the Strategic Growth Council to “coordinate the 
activities of state agencies to promote environmental sustainability, 
economic prosperity, and quality of life for all residents of California.”52 
 
The plan is an enormous step forward by the governor in acknowledging 
the need for infrastructure planning, coordination among agencies and 
departments, and long-term focus for investments.  The Commission 
commends the governor for his initiative in creating the plan and taking 
action on it.   
 
Yet in its present form, the document essentially is a spending plan that 
identifies infrastructure needs and proposes specific bond spending to 
address those needs.  The plan does not lay out a statewide vision and 
strategy, and it reflects only the governor’s perspective and not the 
priorities of the Legislature.  It also does not discuss new or innovative 
strategies that might help achieve the broader policy goals mentioned in 
the introductory pages of the plan, though it proposes two entities to 
help move the state forward on infrastructure planning.   
 
One is the Strategic Growth Council.  The body was established in 2008 
legislation to “assist state agencies in coordinating activities that protect 
and restore the state’s natural resources, as well as to distribute grants 
and loans to support the planning and development of sustainable 
communities.”53  The council consists of six members: the director of the 
Governor’s Office of Planning and Research, the secretary of the 
Resources Agency, the secretary of the Environmental Protection Agency, 
the secretary of the Business, Transportation, and Housing Agency, the 
secretary of the California Health and Human Services Agency, and one 
member of the public appointed by the governor.  The council first 
convened in February 2009 and has met several times since.   
 
Support for the council currently consists of two staffers from the 
Governor’s Office of Planning and Research who contribute work time to 
the council alongside their existing OPR duties, as well as a handful of 
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similarly situated staffers from represented agencies.  The council plans 
to hire two staff to support its activities. 
 
The Strategic Growth Council shows potential for statewide planning and 
coordination across multiple sectors and issues.  It enjoys the 
participation of several agency heads as well as a high-ranking member 
of the governor’s staff, all working in unison on a variety of issues toward 
broad goals that involve multiple departments.  The council actively 
solicits innovative ideas that will help further its goals by including at 
each meeting at least one example of a pioneering project that shows 
coordination of multiple parties, purposes or funding.     
 


Like OPR, the Strategic Growth Council 
was designed around environmental policy 
goals, yet the range of issues for which it is 
responsible is quite broad, recognizing that 
movement forward on environmental policy 
must embrace all parts of government, not 
just those whose mission is related to 
environmental protection.  Though neither 
entity has the specific mission of 
infrastructure planning and development, 
each is designed to conduct broad, multi-
sector statewide coordination and planning 
and may be well-suited to play a broader 
role in the state if they were expanded in 
reach and focus. 
 
Much of the focus of the council has been 
on the implementation of AB 32 and 
SB 375, the state’s two efforts to reduce 
greenhouse gas emissions, one through a 
focus on major sources of greenhouse gas 
emissions, the other through better land-
use planning and development.  AB 32 has 
generated considerable concern among 
businesses, which fear that regulations 
aimed at reducing greenhouse gas 
emissions will be costly and will put them 
at a disadvantage to out-of-state 
competitors. 54   
 
Part of the council’s charge is making 
recommendations to strengthen the 
economy.55  Given that one of the most 
direct ways state government can enhance 


Strategic Growth Council 


The Strategic Growth Council, created in 2008 by 
SB 732, has the following tasks: 


 Identify and review activities and funding 
programs of member state agencies that may 
be coordinated to improve air and water 
quality and improve natural resources 
protection, increase the availability of 
affordable housing and improve transportation, 
meet state climate change goals, encourage 
sustainable land use planning and revitalize 
urban and community centers in a sustainable 
manner. 


 Review and comment on the five-year 
infrastructure plan. 


 Recommend policies and investment strategies 
and priorities to the governor, Legislature and 
appropriate state agencies to encourage the 
development of sustainable communities, such 
as those communities that promote equity, 
strengthen the economy, protect the 
environment and promote public health and 
safety. 


 Provide, fund and distribute data and 
information to local governments and regional 
agencies that will assist in developing and 
planning sustainable communities. 


 Manage and award grants and loans to support 
the planning and development of sustainable 
communities and report information about the 
grant/loan program annually to the Legislature, 
beginning in 2010. 


Source:  SB 732 (Steinberg).  Ch. 729, Statutes of 2008. 
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the economy over the long term is through infrastructure investment, the 
Strategic Growth Council is an obvious location for statewide planning 
for infrastructure, particularly considering the council’s role in planning 
for greenhouse gas reduction.  Any large transit or surface transportation 
project, or water project expansion has significant greenhouse gas 
implications.  In terms of efficiency and achieving the best possible 
outcome, the two planning activities should be coordinated and, 
whenever feasible, integrated, given their interrelatedness.  
 
Such coordinated planning already has been undertaken on an 
ambitious scale in California in developing, and now, executing, the 
Goods Movement Action Plan.  The two-track approach is challenging 
and time consuming, as people involved in that experience can attest.56  
The two-year process to develop the action plan combined infrastructure 
prioritization, economic development and environmental mitigation.  It 
also involved coordinating with local and regional cities and agencies, 
important to any successful planning effort.  Started in 2005, the project 
was led by the Business, Transportation and Housing Agency and the 
California Environmental Protection Agency.  
 
The plan looked at the goods movement corridors connecting California’s 
major ports to rail lines and freeways to Inland Empire consolidation and 
distribution centers to customers out of state.  The goals included 
speeding goods movement out of the ports, diminishing congestion, 
reducing idling times for ships waiting to unload and for trucks waiting 
to move cargo on or off ship, as well as associated particulate pollution 
and other greenhouse gas emissions.  One goal was to shift more cargo 
moved by diesel tractor-trailers to rail, to get heavy trucks off city streets 
and overloaded commuter routes.  The plan hopes to protect jobs 
generated by port activity in cities like Long Beach and Los Angeles, keep 
shippers engaged and prevent them from thinking about alternative ports 
such as Seattle or Vancouver; create new blue-collar jobs in the growing 
logistics field in port regions as well as inland cities such as San 
Bernardino, Riverside and Stockton, and reduce respiratory problems 
caused by particulate pollution for people who live in urban areas 
surrounding ports. 
 
The California Transportation Commission approved the $3 billion 
program for 79 goods movement projects in April 2008.  The money will 
come from the Trade Corridors Improvement Fund, one component of 
Proposition 1B passed by voters in 2006.  Projects selected for funding 
were culled from 200 high-priority projects identified in the Goods 
Movement Action Plan, through dozens of meetings with stakeholders 
around the state.  “It was painful, it was a lot of listening, but it was 
integrated, and that was the whole point,” recalled one participant, Wally 
Baker, chair of the Green Tech Foundation of Long Beach. 
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Infrastructure Planning in Other States and 
Countries 
 
California can learn from the example of its own Goods Movement Action 
Plan as well as from other strategy-driven priority-setting done 
elsewhere, such as the states of Washington and Utah, in New York City, 
and in other countries, such as Canada, which have developed a broad 
vision and strategy for their infrastructure plans.  This year, the release 
of billions of dollars of stimulus money through the $787 billion 
American Recovery and Reinvestment Act of 2009 has sparked 
discussion for the development of a new vision for federal infrastructure 
for the country. 
 
Washington State Governor Leads Visioning Process 
 
In 2005, Washington Governor Christine Gregoire established a Global 
Competitiveness Council, building on her predecessor’s efforts, to 
develop a vision for global success by identifying and prioritizing issues 
important to citizens of the state, as well as to provide guidance and 
recommendations to enhance Washington’s competitiveness in the world.  
The council pulled together industry, academic, political, government, 
labor and agricultural leaders from across the state, and focused them 
on determining what kinds of investments should be made in the state’s 
human capital, physical capital, and intellectual capital.57  The council 
was concerned that, with the fluidity of capital and communications 
technology erasing physical boundaries and modern corporations 
operating across national boundaries, Washington, with a population of 
6.5 million, was not making the investments in itself to ensure it 
continued to create jobs and be attractive to business, despite the 
success at the time of Microsoft Corp., Boeing and Starbucks.  
 
The Global Competitiveness Council formed five committees to discuss 
and determine the best methods to pursue investment strategies in the 
following areas: infrastructure, marketing, political environment, 
research and innovation, and skills.  Each committee outlined specific 
recommendations, listed measurements of completion and identified the 
parties involved in taking action.58 
 
The governor used the council’s final report, together with input from 
workforce and economic development activists and other Governor’s 
Summits, to write a vision for the future called The Next Washington.  
Three components round out the governor’s vision and strategy released 
in 2007: “education and skills,” “foundation for economic success” 
(infrastructure), and “Washington is open for business” (marketing).  The 
plan specifies actions to be taken in each of these areas and discusses 
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performance measurements that align with state and regional priorities 
and, in total, add up to significant movement forward for the state.59 
 
Envision Utah: Partnership for Planning 
 
Envision Utah, created in 1997, is a public-private partnership that aims 
for a big picture approach to growth in the Greater Wasatch Area of 
Utah, the region that is experiencing most of the state’s population 
boom.  Envision Utah grew out of an effort by the Coalition for Utah’s 
Future’s Quality Growth Steering Committee.  The coalition formed in 
1988 in response to the state’s recession as a way to boost the economy 
and attract businesses.  By 1995, the trend had reversed and the state 
was seeing a growth spurt, prompting concerns about quality of life and 
an acknowledgement that it needed a growth strategy to manage its 
expansion. 
 
Creating the partnership took years of learning, educating and 
coordinating, given a state culture that emphasizes local control, does 
not easily embrace regional governance and historically has shied away 
from long-term planning.60  Prior to Envision Utah, fragmented 
governance had produced little, if anything, in the way of an overall 
approach to planning.61 
 
Because of the political hurdles of addressing regional, long-term growth 
in Utah, the steering committee turned to a public-private partnership 
model for addressing growth issues and planning.  The steering 
committee drew on a public opinion survey to understand area residents’ 
concerns, a study of other areas’ experiences with growth and 
coordination to gain public support for an initially controversial 
partnership idea.  The coalition participated in a growth summit in 1995 
and made presentations to the Legislature.  The coalition has worked 
since the mid-1990s with the Governor’s Office of Planning and Budget 
on research into growth issues and on Envision Utah.62 
 
Three years of public discussion and work led to recommendations 
toward a “Quality Growth Strategy” that included analysis of 
transportation and land use issues and ideas.  Envision Utah’s analysis 
showed that, when compared with the baseline, in 2020, the Quality 
Growth Strategy would be expected to save 171 square miles of land, 
reduce car emissions by 7.3 percent, reduce traffic congestion and need 
$4.5 billion less in investments for transportation, water, sewer and 
utility infrastructure.63 
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PlaNYC: Visioning Through Intense Public Input 
 
In densely populated and highly urbanized New York City, a functioning 
infrastructure system is essential to moving millions of people around 
daily, providing them with clean water and air, and supporting the needs 
of the nation’s financial headquarters.  Having a plan to keep the 
infrastructure functioning in the future is just as essential.  Under Mayor 
Michael Bloomberg, the city launched PlaNYC in December 2006, to 
focus residents and businesses on the need to prepare for more 
population growth, updating, replacing and expanding aging 
infrastructure, and anticipated climate change and rising sea levels, no 


small consideration where all five boroughs 
have significant water front.   
 
The process began as an attempt to create a 
strategy for managing city needs within its 
limited land availability.  Planners soon 
realized that “the scale, intricacy, and 
interdependency of the physical challenges” 
in the city called for a more holistic 
approach.64  As a result, planners analyzed 
not only physical elements but also the 
values that are embedded in any policy 
choice for how to address physical needs.  
The plan further recognized how a strategy 
in one area – such as land, water, 
transportation, energy, air quality and 
climate change – impacts others, and it 
calls for a “new level of collaboration 
between City agencies and among [its] 
partners in the region” to address this 
interdependence.65 
 
In contrast to the approach used by 
Washington, New York City officials built in 
residents’ values though an intense four-
month listening process, meeting with more 
than 100 advocacy groups, holding 
neighborhood meetings and collecting more 
than 3,000 e-mails, asking people what 
they thought the city should be.  The 
process served two purposes – taking input 
from the public and raising awareness 
among the city’s 8.3 million residents.  
PlaNYC also pulled in initiatives from city 
agencies and input from its universities and 


PlaNYC 


New York City’s PlaNYC program built its sustainability 
strategy on plans organized around 10 goals that 
addressed three challenges:  the city’s growth, its aging 
infrastructure and its environmental vulnerability. 


Getting Bigger 
1. Create homes for almost a million more New 


Yorkers, while making housing more affordable 
and sustainable. 


2. Improve travel times by adding transit capacity 
for millions more residents, visitors and workers. 


3. Ensure that all New Yorkers live within a        
10-minute walk of a park. 


Growing Older 
4. Develop critical back-up systems for our aging 


water network to ensure long-term reliability. 
5. Reach a full “state of good repair” on New York 


City’s roads, subways and rails for the first time 
in history. 


6. Provide cleaner, more reliable power for every 
New Yorker by upgrading our energy 
infrastructure. 


Living Greener 
7. Reduce global warming emissions by more than 


30 percent. 
8. Achieve the cleanest air in any big city in 


America. 
9. Clean up all contaminated land in New York 


City. 
10. Open 90 percent of our waterways for recreation 


by reducing water pollution and preserving our 
natural areas. 


Source:  Mayor Michael R. Bloomberg.  City of New York.  “PlaNYC: A 
Greener, Greater New York.”  
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a newly-created Sustainability Advisory Board.  The resulting publicly 
produced vision – organized under the challenges of growth, aging 
infrastructure and environmental sustainability – articulated a list of 
10 goals that then became the framework for planning for land, air, 
water, energy use and transportation improvements.  This vision is 
intended to be used to guide policy and make investment decisions for 
the next three decades. 
 
Canada Creates a Vision and Strategy 
 
In order to ensure consistent policy-making and to strategically focus its 
efforts on initiatives that will further Canada’s competitive position in the 
world, Canada outlined its vision in its Advantage Canada plan in 2006.  
The plan acknowledges that “[w]hen government policies and plans are 
complementary, their positive impact is multiplied,” and it identifies the 
following principles to serve as prisms through which policy decisions 
can be made in a consistent and cohesive manner: 


 Focusing government.  Government will be focused on what it 
does best.  It will be responsible in its spending, efficient in its 
operations, effective in its results and accountable to taxpayers. 


 Creating new opportunities and choices for people.  Government 
will create incentives for people to excel – right here at home.  We 
will reduce taxes and invest in education, training and transition 
to work opportunities so Canadians can achieve their potential 
and have the choices they want. 


 Investing for sustainable growth.  Government will invest and seek 
partnerships with the provinces and the private sector in strategic 
areas that contribute to strong economies – including primary 
scientific research, a clean environment and modern 
infrastructure.  


 Freeing businesses to grow and succeed.  Government will create 
the right economic conditions to encourage firms to invest and 
flourish.66 


 
In each of these areas, Canadian leaders outlined several goals and 
policy commitments to move its overarching vision forward.  For 
example, as part of its strategy for investing in sustainable growth, the 
third of its four core principles, the plan discusses the importance of 
high-quality, modern infrastructure and commits the government to 
work toward a comprehensive plan for infrastructure that includes the 
following: 


 Long-term predictable funding. 
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 A fair and transparent provincial allocation for a program 
envelope to support: 1) improvements to the core national 
highway system, 2) large-scale provincial, territorial and 
municipal projects such as public transit and wastewater 
management, and 3) small-scale municipal projects. 


 Separate national infrastructure funds, accessible on a merit 
basis, to support: 1) public-private partnership (P3) projects, and 
2) gateways and border crossings, particularly projects selected 
pursuant to a new national gateway and trade corridor policy. 


 A requirement that provinces, territories and municipalities 
consider P3 options for all larger projects receiving funding from 
the program envelope and the national infrastructure fund for 
gateways and border crossings. 


 The establishment of a federal P3 office to help facilitate the 
increased use of public-private partnerships in Canadian 
infrastructure projects.67 


 
To implement these infrastructure-specific goals, Canada created an 
infrastructure program in 2007 called Building Canada, a 
“comprehensive, long-term infrastructure planning and development 
initiative that provides a framework for the federal government to manage 
and coordinate federal investments and collaborate with provinces, 
territories, and municipalities.”68  Building Canada aims to provide a 
structure for federal coordination and funding of provincial and local 
level projects; support capacity building, long-term planning and 
research to increase the knowledge-base of infrastructure development 
locally; and facilitate and support a variety of project financing 
mechanisms at each level.69   
 


State Needs Infrastructure Vision and Process 
 
California has a responsibility to its citizens to use its resources wisely.  
To accomplish this, the state must set an infrastructure vision for the 
future based on an understanding of infrastructure needs and that 
incorporates broad state policies to ensure common goals are sought.  
The vision must be accompanied by a state strategy that identifies how 
the vision will be pursued, with specific actions to be taken in the near 
and long-term to achieve the vision.   
 
The National Governors Association recommends a multi-pronged 
approach to state infrastructure development that includes coordination 
of infrastructure decisions across government agencies and from state to 
local levels; planning and prioritization that emphasizes environmental 
protection, demand management strategies and new technology; state 
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standards for project selection and 
performance; and diverse and new 
revenue sources to pay for 
infrastructure.70 
 
This kind of high-level, cross-
discipline strategic planning will not 
be easy.  The state consists of 
numerous state agencies, dozens of 
departments, hundreds of program 
areas, thousands of employees, and 
all kinds of infrastructure resources 
ranging from buildings, roads, sewer 
systems, water facilities, 
transportation systems, schools and 
communications networks.  The 
governor and Legislature must find a 
way to coordinate cross-sector 
planning that includes input from 
the various departments and 
agencies to inform broad policy-
making and drive these larger 
decisions. 
 
Such discussion should focus on 
providing a sustainable level of 
infrastructure services for 
Californians at the lowest possible 
cost, rather than simply building 
more infrastructure to meet 
estimated demand. 
 
To facilitate this coordination, 
California should establish a 
statewide strategic planning and 
action entity within the governor’s 
office that can work horizontally 
across agencies and departments as 
well as vertically with local and 
federal organizations on 
infrastructure development in the 
state.  The planning office must have 
the participation of the leaders of state agencies with a significant 
infrastructure component, and it should receive input from other 
agencies and departments as needed.  It should communicate with the 


A New Approach to Infrastructure 


The National Governor’s Association recently concluded 
that infrastructure across America is “no longer adequately 
meeting the nation’s needs and faces several long-term 
challenges that affect our ability to maintain and enhance 
our competitiveness, quality of life, and environmental 
sustainability.”  Even the recent federal stimulus money 
will not suffice.  Infrastructure is plagued by 
underinvestment, inadequate revenue, and declining 
performance, and is in need of improved planning that 
incorporates energy and climate change efforts - a truly 
refined approach.  More money alone is not the answer.  
Instead, states should embrace the following six principles 
as part of a new approach: 


1. Expand and diversify revenue sources for 
infrastructure development and maintenance. 


2. Coordinate infrastructure decisions across 
government agencies and levels of government as 
well as between states and regions and ensure that 
energy and environmental costs and concerns are 
considered. 


3. Prioritize comprehensive planning efforts that will 
reduce or manage demand to reduce the cost of or 
avoid new capacity projects. 


4. When adding capacity is necessary, look first to 
environmentally beneficial alternatives to 
conventional infrastructure, including transit and 
intercity rail, distributed and central clean and 
renewable energy, energy efficiency and smart grid 
projects, and plug-in hybrid and electric vehicle 
infrastructure. 


5. Set clear state-directed cost-benefit criteria and 
performance targets for infrastructure investments, 
collect data and measure success, and provide for 
accountability and transparency by reporting 
performance pegged to a variety of well-defined, 
outcome-based metrics. 


6. Incorporate appropriate new technologies wherever 
practical. 


Source:  Darren Springer and Greg Dierkers.  Center for Best Practices.  
National Governors Association.  2008-09.  “An Infrastructure Vision for 
the 21st Century.”   
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legislature during the planning process and after completing its vision 
and strategy.   
 
The Strategic Growth Council, with its commitment from agency leaders, 
leadership from the governor’s office, and all-encompassing agenda, is 
currently the best vehicle for this planning process, though a revamped 
and refocused Governor’s Office of Planning and Research – contrary to 
the office facing imminent closure in 2010 – also could serve this 
purpose.  The Strategic Growth Council is statutorily assigned the 
responsibility to review the five-year infrastructure plan and is already 
considering how to incorporate an infrastructure component into its 
activities.  The council should be expanded to conduct statewide 
infrastructure planning and equipped with additional staff, borrowed 
from member agencies, to support the council’s work.  For example, 
council membership could include the secretaries of the Labor and 
Workforce Development Agency, which could provide input on where 
infrastructure is needed based on workforce trends and industry growth 
and how projects might stimulate economic development in a particular 
region, and the State and Consumer Services Agency, which houses the 
Department of General Services, the state’s contracting and procurement 
office that also manages state property.  The director of the Department 
of Finance also could provide valuable input as a member of the council, 
given the department’s expertise with the five-year infrastructure plan.  
In each of these cases, the need for maintaining a workable size and 
structure of the council must be balanced against the need for input 
from additional relevant agencies and departments.  In other words, 
these players could be added as members of the council, or could 
otherwise participate as advisers to the council so as to avoid making the 
council too big to effectively act. 
 
A statewide strategy must recognize that a vibrant economy is essential 
to making the changes required to reduce greenhouse gases and to 
support sustainable urban growth.  Many fear that policies to reduce 
greenhouse gas emissions will hobble the state’s economy. The 
infrastructure investments the state makes must deliver economic value 
at the same time they drive the changes envisioned under AB 32 and 
SB 375.  For this reason, the state’s Strategic Growth Council must be 
explicit in ensuring that enhancing economic growth is given appropriate 
priority alongside greenhouse gas reduction and sustainable 
development.   
 
Such a strategy also must build into its decision-making process an 
opportunity to assess the best way to meet a given goal.  If the state’s 
goal is to reduce carbon emissions and increase mobility by reducing 
congestion, is the solution more freeway lanes, or a High Occupancy Toll 
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lane and greater transit options?  Or incentives to create more housing 
near transit centers?   
 
The state plan further must include input and buy-in from the state 
Legislature.  The Strategic Growth Council is made up of governor’s office 
appointees and is essentially an arm of the governor’s administration.  
The Legislature must take a more active role in infrastructure planning 
and must establish a process where it can consider infrastructure 
development in a systematic fashion according to a regular schedule.   
 
To nurture a more active role, the Legislature should create a separate 
committee devoted to infrastructure.  The Commission in 2009 
recommended forming a committee for bond spending oversight; the two 
functions – infrastructure and bond oversight – are related and could be 
joined into one committee.71  Such a committee would establish a 
permanent process for the Legislature to join in the statewide 
infrastructure planning and take necessary legislative actions to 
implement the state’s strategy. 


Improving California’s Infrastructure Services 


In a 2009 article produced by UC Berkeley’s Institute of Urban and Regional Development, David Dowall and 
Robin Ried proposed the California Infrastructure Initiative, urging the state to focus on infrastructure outcomes, 
such as reduced congestion or the availability of clean drinking water to all Californians, and a customer 
orientation of high value for taxpayer dollars.  The proposal stresses the need for a visioning process to identify 
overarching sustainable goals and strategies, determine demand and focus investments on desired outcomes.  It 
recognized four activities essential to effective infrastructure policy that should be “coordinated in a flexible and 
collaborative manner” jointly by the governor and the Legislature: 


1. Set strategic, programmatic and capital investment priorities:  Engage in a process to identify 
overarching sustainable growth and development goals and strategies, determine demand, focus 
investments on desired outcomes, and improve cross-sector infrastructure investment programming and 
coordination.  This step would use rigorous processes for determining the most effective means for meeting 
strategic goals, such as deciding whether to expand or improve existing facilities or build new facilities to 
generate critical services. 


2. Use VFM [value for money] calculations to select the best delivery method:  Build a platform to 
facilitate deciding on the most efficient method for delivery, such as governmental provision, P3, or some 
alternative institutional arrangement.  In all cases, carefully analyze alternatives to make sure society is 
getting the best possible service at lowest cost for both new and existing investments. 


3. Create centers of excellence to share knowledge and advise state and local governments:  Build 
management capacity by working with state agencies and local governments to provide technical 
assistance and advice on international best practices.  Disseminate best practices, successful experiences, 
and methods to protect the public interest, and provide model contracts. 


4. Provide a service bureau to perform P3 procurements on behalf of state and local government 
agencies:  Support state agencies and local governments to effectively negotiate complex procurement 
contracts, and work with state and local governments to bundle small infrastructure projects into multi-
client efforts to lower transaction costs and leverage economies of scale. 


Source:  David Dowall, Robin Ried.  Berkeley Institute of Urban and Regional Development.  February 26, 2009.  “Improving California’s 
Infrastructure Services: The California Infrastructure Initiative.”  Written testimony to the Little Hoover Commission.   
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Another way to augment the Legislature’s role is to integrate 
infrastructure planning and decision-making into the budget process.  
Often, funding is allocated to departments based on the old ways of 


providing infrastructure, to maintain the 
status quo in each program area, rather than 
to pursue new technology or systems that 
might achieve more of the state’s overall 
goals.  By incorporating infrastructure 
planning and strategic thinking into the 
budget process, these broader issues can be 
woven into the budget fabric, so that when 
program funding is allocated, the money is 
aligned with broader policy goals to 
encourage desired infrastructure outcomes.   
 
Strategic planning for infrastructure requires 
collaboration on all fronts, from federal to 
local jurisdictions, across all program areas, 
bolstered by input from the public, and with 
the joint leadership of the governor and the 
Legislature.  To facilitate this partnership, the 
state must put in place important 
mechanisms that will ensure infrastructure 
visioning and strategizing will continue into 
the future. 
 


Recommendation 1:  The governor and Legislature should conduct statewide 
infrastructure strategic planning and needs prioritization that assesses needs across state 
operations and sets an infrastructure vision for California that gives equal priority to both 
environmental and economic growth goals. 


 The Legislature should expand the role of the Strategic Growth 
Council beyond its current coordination of state policies and 
activities for green house gas reduction and sustainable regional 
planning to include infrastructure planning that supports both 
economic growth and the state’s environmental goals. 


 The Strategic Growth Council should synthesize the 
information received from agencies and departments to 
create an integrated and overarching infrastructure 
strategic plan that sets a broad vision for California’s 
future, benchmarks for implementation and measureable 
goals toward progress.  This plan should replace the 
current five-year infrastructure plan. 


 Building on the state’s current five-year infrastructure 
planning process, the infrastructure strategic plan must 


Tying Infrastructure Needs to the    
State Budget 


Treasurer Bill Lockyear, in the Office of the 
Treasurer’s annual Debt Affordability Report, 
urged the governor and the Legislature to 
establish a Commission on a Master Plan for 
Infrastructure Financing and Development, 
modeled on the 1959 Commission on a Master 
Plan for Higher Education, set up by the 
Legislature and Governor Edmund G. “Pat” 
Brown.  “The Commission would complete a 
thorough and public assessment of the state’s 
infrastructure needs, costs and financing 
alternatives.  And it would produce a blueprint 
and a time table for building a California that is 
prosperous and a great place to call home.”  
Lockyer urged the Legislature and governor to 
permanently and systematically incorporate the 
state’s infrastructure needs into the annual budget 
process.  


Source:  Bill Lockyer, California State Treasurer.  October 
2009.  “State of California Debt Affordability Report.” 
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integrate and prioritize projects by how they can support 
economic growth and meet state goals for reducing 
greenhouse gas emissions and urban sprawl.  There must 
be a rational and transparent process for identifying and 
prioritizing the most urgent needs.  Resource limitations 
mean that choices must be made among competing goals.  
The Strategic Growth Council must recognize that such 
choices must be made, with emphasis on long-term goals, 
return on the investment of limited dollars, as well as 
other fiscal constraints.  The plan should include 
recommendations for financing as well as alternative 
strategies that can achieve the same goals, such as 
demand management. 


 The council’s charge should be made explicit in 
recognizing that the state cannot meet its ambitious 
environmental goals without the support of a vibrant 
economy that can generate the wealth needed to fund 
such a transformation. 


 The governor should require state agencies and 
departments to report to the Strategic Growth Council 
with their assessments of infrastructure needs and 
developing trends; infrastructure priorities; ways the 
department is or could be maximizing existing resources; 
and suggestions for policy, financing, and technological 
changes that could help deliver the projects more 
efficiently. 


 The infrastructure strategic plan should include 
recommendations for legislation, state agency actions and 
budget changes needed to implement the chosen priorities 
and should be submitted to the Legislature biennially in 
January, at the beginning of each two-year legislative 
session. 


 The Strategic Growth Council should be expanded beyond 
its current membership to include other state agency 
leaders with significant involvement in infrastructure 
development.  Currently, the council includes the 
following members: 


 Director of the Office of Planning and Research, 
Chair. 


 Secretary of the Business, Transportation and 
Housing Agency. 


 Secretary of the Environmental Protection Agency. 
 Secretary of the Health and Human Services 


Agency. 







LITTLE HOOVER COMMISSION 


48 


 Secretary of the Resources Agency. 
 One public member appointed by the governor. 


The following members should be added to the council:  
 Director of the Department of Finance. 
 Secretary of the State and Consumer Services 


Agency (which houses the Department of General 
Services). 


 Secretary of the Labor and Workforce Development 
Agency. 


 State agencies should consult local and regional entities in their 
respective areas to assess local needs and priorities, and catalog 
these needs so that they can be prioritized by the governor, the 
Strategic Growth Council and the Legislature. 


 Each house of the Legislature should establish an infrastructure 
planning committee to review the Strategic Growth Council’s 
infrastructure strategic plan and provide a forum for dialogue 
with state and local infrastructure partners through legislative 
hearings.  The Legislature should respond to the strategic plan 
through its legislative and budget processes.  The governor and 
Legislature should align program funding to incentivize state 
goals set in the infrastructure strategic plan. 


 The Legislature and relevant state agencies should work to 
streamline funding for local infrastructure development, whether 
from state or federal sources, in order to eliminate duplication, 
facilitate project delivery and ensure that money can be used for 
project costs rather than compliance costs. 
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Infrastructure Financing and 
Delivery 
 
To deliver on its obligation to provide reliable water and roads, public 
safety and public education to its people, California has opportunities to 
improve the way the state pays for and delivers infrastructure.  In the 
previous chapter, the Commission recommends an overarching state 
strategy for infrastructure development to establish its goals and 
determine what mix of infrastructure – whether transportation projects, 
school construction or water project improvements – the state needs to 
meet its goals.  Embedded in that strategy must be a process to 
determine how the infrastructure will look, how the state should deliver 
it and how the state – and its people – will pay for it.  
 
The sharp drop in General Fund revenues as a result of the recession 
has started a conversation about how the state pays for projects and how 
the state decides what it can afford, a conversation that has been in part 
detoured by the influx of billions of dollars in federal stimulus money 
and the need to spend it quickly.  In some cases, the federal money has 
been used strategically, in part because of federal requirements to do so, 
as was the case with federal money directed into badly needed state 
health information technology.  Though the federal government may 
infuse additional stimulus funds to buoy struggling states, California 
should not calculate such infusions into its long-term infrastructure 
financing strategy. 
 
California’s budget crisis clarified two realities that will be important for 
state decision makers to recognize as they adjust the state’s goals for 
infrastructure investment to its reduced spending ability:  
 


 Financing a project and paying for it are separate activities.  Over 
the past decade, the state has relied increasingly on general 
obligation bonds to finance investment in infrastructure, which 
must be repaid from the General Fund at a rate of roughly $2 for 
every dollar borrowed.  The Legislature has been reluctant to 
explore alternative funding sources, such as user fees or targeted 
special taxes, in part because it has enjoyed the benefits of rising 
General Fund revenues that could be used to cover rising debt 
service costs of general obligation bonds.  But with the 
Department of Finance projecting General Fund operating deficits 


“We don’t have enough 
money.  We can come 
up with the best plans in 
the world, and unless 
we as a state come up 
with a mechanism to 
achieve those, then we 
are just going to have a 
great plan on a shelf .” 
Senator Bob Huff 
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through the 2012-13 fiscal year, California no longer has that 
luxury.72  By law, debt payments take priority over almost all 
other spending.  Finding sources other than the General Fund to 
pay for projects will reduce the need for financing costs to cut into 
spending for other important state programs. 


 
 The state cannot afford to build all of the infrastructure needed to 


meet predicted demand.  And it probably does not have to.  A 
build-only strategy ignores the potential opportunities of using 
existing infrastructure more intensely, such as using educational 
facilities year-round, or more strategically, such as increasing 
tolls during rush hours to reduce traffic congestion by reducing 
demand.  Moreover, the state has never been the only supplier of 
infrastructure.  


 
The state no longer can rely on general obligation bonds to fund state 
infrastructure projects to the extent that it has over the last few decades, 
though general obligation bonds have and should continue to have a 
place in the range of options open to policy-makers.  General obligation 
bonds are best suited for projects in which the public benefits by 
extending access to the public goods regardless of a user’s income, such 
as educational facilities or hospitals. 
 
Given the limits on state General Fund revenues and the magnitude of 
the state’s infrastructure needs, the state should seek other methods to 
finance projects, including, where there is a demonstrable public benefit, 
the use of financing from the private sector. The state should explore 
raising revenue to pay for projects from sources that are more closely tied 
to use of the project, both to pay financing and construction costs, as 
well as maintenance and operating costs.   
 
California has not widely employed new techniques and technology used 
elsewhere to maximize the value of existing and new infrastructure.  
Linking user fees more closely to actual use not only could generate 
revenue for specific purposes, but also can help the state manage 
demand, maximize new and existing resources, and monitor the use of a 
resource, which could provide information that could help the state 
prioritize and allocate future infrastructure spending.  New technology, 
such as transponders to track vehicle-miles-traveled and congestion 
management technology can help the state move in this direction.   
 
Better assessment of infrastructure use and emerging trends, along with 
more strategic planning that incorporates multi-use concepts, can help 
ensure the state is using its current infrastructure – and planning to use 
its newly built infrastructure – to its maximum value.  More 
sophisticated models for estimating demand can help the state meet 


“California does not 
generate enough  
money to pay for 


infrastructure…  Bonds 
are not revenue,  


but debt.” 
Richard Little 
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multiple goals, such as improved mobility and better air quality, or less 
crowded university campuses and more college graduates. 
 
While much of the current political attention is centered on budgeting 
and program cuts to deal with the ongoing fiscal crisis, the governor and 
Legislature must also find ways to make the infrastructure investments 
that can be the foundation for renewed economic growth.   
 


General Obligation Bonds: Overused Workhorse 
 
General obligation bonds have enjoyed popularity in California because 
they are relatively easy to pass, requiring only a majority vote, and they 
appropriately apportion the cost of an infrastructure project over the 
several generations that will benefit from its existence. 
 


 
Since the mid-1990s, general obligation bonds have been used to finance 
more than half of the state’s infrastructure spending.  Since 2006, voters 
have given the state authority to borrow more than $54 billion, 
increasing by 70 percent the state’s overall general obligation borrowing 
authority to $131 billion.  The governor’s strategic growth plan calls for 
further general obligation borrowing of $48 billion through 2016.73  In 
the 2009 Debt Affordability Report, the State Treasurer’s Office estimates 
that the state will issue a total of $225.98 billion in general obligation 
bonds from now through 2028, an amount that anticipates the 


Total General Obligation Bond Debt Authorized by Year
(in current dollars, in thousands) 
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Note: This graphic depicts the amount of general obligation bonds authorized by voters in each specific election year; it is not a 
cumulative total of all authorized general obligation bonds.  Between 1970 and 2008, California voters authorized a cumulative total of 
more than $131 billion in general obligation bonds. 


Sources:  State Treasurer’s Office.  2008.  “2008 Debt Affordability Report: Making the Municipal Bond Market Work for Taxpayers in 
Turbulent Times.”  Pages     35-36.  Also, California Secretary of State.  November 4, 2008.  “California General Election Official Voter 
Information Guide.”  Proposition 1A and Proposition 3. 
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borrowing in the governor’s plan.74  In 
November 2009, the Legislature approved a 
general obligation bond package for water 
projects totaling $11.14 billion, which will be 
put before voters in November 2010. 
 
Current debt service on outstanding general 
obligation bond borrowing is $6.01 billion, or 
6.7 percent of the projected 2009-10 General 
Fund revenues of $89.54 billion.  If the state 
borrows using general obligation bonds at the 
rate anticipated by the State Treasurer’s 
Office, debt service as a percentage of General 
Fund revenues will climb above 10 percent by 
2014-15.  Both the rise in general obligation 
bond financing as well as the reduction in 
state revenues can cause the debt service 
ratio to increase.  The state has experienced 
both in recent years, and with operating 
deficits projected for the next three years, 
increasing the share of the budget allocated to 
debt payments will mean further cuts in 
spending on state services, a painful process 
lawmakers experienced repeatedly in 2009.  
As a Treasurer’s Office official put it:  “It’s a 
zero-sum game.  Every additional dollar you 
spend on debt service is a dollar you cannot 
spend to educate your kids, provide health 
care, protect the environment or fight fires.”75  
 
One of the drawbacks of relying on bonds is 
that in general they are tied to building 
specific projects, such as roads or hospitals 
or levees.  Most do not authorize spending for 
operating or maintaining a project once it is 
built.  But every project financed by general 
obligation bonds introduces not only 
financing costs, but maintenance and 
operating costs as well, costs that typically 
are not fully recognized in budgets after a 
project is built.  California drivers can see the 
result: Roughly 27 percent of the state’s 
roads are in distressed condition, Caltrans 
director Will Kempton told the Commission, 


as evidenced by cracked or fraying pavements 
and growing potholes.  Budgeting for the cost 
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of owning and operating a state asset over its lifespan is not only 
responsible governance, but it saves money: A dollar spent on 
maintenance avoids $6 in repairs and ultimately $20 in reconstruction, 
Mr. Kempton testified. 
 
Given their increasing share of financing for infrastructure projects, 
Ellen Hanak, research director of the Public Policy Institute of California, 
has described general obligation bonds as an “overloaded workhorse.” 76  
In tight budget times, added use of general obligation bonds places an 
increased burden on the General Fund, suggesting that this option is 
reaching its maximum load, Ms. Hanak told Commissioners.77   
 
Ms. Hanak’s comments are echoed by other public finance experts, who 
emphasize that without major spending cuts or tax increases, the 
practice of relying on general obligation bonds to fund infrastructure over 
the long term is unsustainable.   
 
In the transportation arena, the need to find alternatives is fast 
approaching.  Most of the $19.9 billion in borrowing voters approved 
through Proposition 1B for highway improvements and other 
transportation projects has been allocated.   
 
“In two years, that money will be out the door,” Mr. Kempton told 
Commissioners. “After that, then what?  The longer term picture is very 
bleak.”  Even the recent legislation authorizing public-private 
partnerships is not enough; without a revenue stream, the Department of 
Transportation cannot move forward on needed projects, Mr. Kempton 
said, adding, “we need to make some changes in how we raise money.”78 
 


Finding Other Ways to Meet Infrastructure Needs 
 
Economists and public finance experts emphasize that the ability to 
borrow money for a project is a separate issue from the ability to pay for 
a project.  If the state does not want to devote a larger share of the 
General Fund to debt service, it will have to find other sources of money 
to pay for new and existing projects.  At the same time, it can expand 
efforts to manage existing infrastructure assets more intensely to avoid 
the need to add capacity, such as more classroom space or an additional 
lane on a crowded freeway.   
 
In general, the state has four main ways to generate more revenue:  


 Alter the tax structure. 


 Impose user fees. 


 Seek federal money. 
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 Sell state assets. 
 
There is sufficient opposition to new taxes in the Legislature to conclude 
that a general tax increase is unlikely.  Seeking federal money has been a 
popular alternative, but funds from Washington, D.C. typically come with 
strings attached, often require matching funds and, given the outlays 
already made through the American Recovery and Reinvestment Act 
stimulus program, are not likely to be available in the amounts needed to 
sustain California’s long-term needs.  Selling state assets is a limited 
option the state already is exploring, but its greatest drawback is scale; 
the state could not sell enough assets to cover the hundreds of billions of 
dollars of investment required over the next decades for infrastructure.  
Selling assets to raise money and seeking grants from the federal 
government simply do not represent a reliable or large enough funding 
source to support an infrastructure finance strategy.   
 
Senate Transportation Chairman Alan Lowenthal told the Commission 
that further investigation of a fuel tax and “vehicle-miles traveled” tax is 
warranted, though he expressed little confidence that the Legislature 
would adopt such measures to address current needs.  If the state 
cannot provide sufficient funding for transportation, Senator Lowenthal 
said, it should empower local jurisdictions to raise more revenue 
themselves.  Local jurisdictions currently are limited in how they can 
raise money by a two-thirds requirement for bond measures other than 
for education, and by restrictions on imposing tolls or user fees on any 
state-supported road or bridge. 
 
At the state level, it is difficult to envision where money for further 
infrastructure investment will come from, given the trade-offs involved in 
additional borrowing, opposition to a general tax increase and the low 
likelihood for an unexpected sustained surge in revenues.  In this 
context, state policy-makers have to reconsider user fees in one form or 
another if California is to build a foundation for economic health.    
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Challenges Facing Local Infrastructure Development 


California relies more heavily than most states on local and regional agencies to build and manage infrastructure, yet it 
has some of the strictest rules in the nation for raising local revenues.  Proposition 13 in 1978 limited property 
assessments and mandated supermajority (two-thirds) voter approval for the passage of special taxes.  California also is 
one of only a handful of states that require a supermajority voter approval to pass a local general obligation bond.  The 
addition of Proposition 218 in 1996 reduced the authority of locally-elected governing boards to raise revenue, 
requiring a majority vote for general taxes, assessments and property-related fees.  These restrictions put added 
pressure on the use of state general obligation bonds as they are much easier to pass than local bonds, and they also 
have led to a rise in the creation of special districts that have the ability to collect fees for specific services upon a two-
thirds vote of only those living in the district.  Some argue that the latter process has taken on a role traditionally 
occupied by local city councils, and results in a less democratic process that often is exempt from government 
transparency laws. 


Proposition 39, enacted by voters in 2000, reduced the two-thirds voter requirement to a 55 percent threshold for 
local general obligation bonds to pay for K-12 and community college school facility construction.  The result has 
been a significant increase in local investment in long overdue school modernization and construction. 


Local transit agencies increasingly have been taking on a greater responsibility for planning and funding infrastructure 
projects with locally raised revenues through local sales tax increases.  User fees are less of an option for local 
jurisdictions, largely because user fees cannot be applied to roads that have received state funding without Legislative 
approval.  RAND Corporation’s Martin Wachs told the Commission that sales taxes can be powerful generators of 
revenues, but compared to user fees, they allow frequent users of transportation to pay less than those who drive less 
often.  Benefits of local sales tax increases include direct local voter approval; a built-in expiration; specific lists of 
projects to be financed by the taxes and local control over the revenues.  But they also fundamentally change the way 
transportation is planned and financed, Wachs said.  Shifting to a local general tax base from a user fee eliminates the 
opportunity to encourage more efficient use of the system.  Sales taxes also can undermine the planning ability and 
authority of regional transportation organizations by focusing resources on counties or smaller units of governments.  
By strictly limiting the projects funded by the taxes, often for long periods of time, local officials lose the flexibility to 
meet changing needs.  Moreover, the campaign process for a successful ballot proposal can shortchange cost-benefit 
analysis and other analytical processes, preempting the use of technical expertise that can create long-term value.   


There may be limited room for further local sales tax increases, especially after the state, to help bridge its revenue gap 
in 2009, added 1 percentage point to the existing rate through June 30, 2011.  The minimum sales tax statewide now 
is 8.25 percent, but the addition of local sales taxes has pushed rates in some of the most populous areas of the state 
even higher.  In Los Angeles County, the sales tax rate is 9.75 percent, except in Avalon and Inglewood, where it is 
10.25 percent, and in Pico Rivera and South Gate, where it is 10.75 percent.  San Mateo, Contra Costa, Santa Clara, 
San Francisco and Marin counties all have sales taxes of 9 percent or higher. 


Aside from funds received through taxes or borrowing, revenue from state and federal funding streams to pay for 
infrastructure is complex and piecemeal.  No project has only one source of funding, with most projects receiving 
money from dozens of different streams with a variety of strings attached.  In some cases, this web of funding sources 
serves as a barrier to getting a project started, approved or completed, as it imposes complex requirements on local 
jurisdictions in exchange for the funds provided.  In addition, local leaders argue that the state’s system of 
infrastructure funding fails to incorporate incentives to encourage desired behavior by users, particularly in 
transportation. 


Lastly, the devolution of decision-making away from the state to the local level also creates incentives to support 
projects that produce local benefits at the expense of building support for projects that benefit long-distance travelers, 
or the state as a whole.      


Sources:  Ellen Hanak and Davin Reed.  Public Policy Institute of California.  January 2009.  “Paying for Infrastructure: California’s Choices.”  Page 
6.  Also, Vladimir Kogan and Mathew McCubbins.  University of California, San Diego.  For the University of Southern California Keston Institute for 
Public Finance and Infrastructure Policy.  May 21, 2008.  “The Problem of Being Special: Special Assessment Districts and the Financing of 
Infrastructure in California.”  Also, Martin Wachs, Director of Transportation, Space and Technology Program, Rand Corporation.  March 26, 2009.  
Testimony to the Little Hoover Commission.  Also, California Board of Equalization.  “California City & County Sales and Use Tax Rates.”  2009.  
Also, Little Hoover Commission Advisory Committee Meeting on Local Transportation Infrastructure.  May 5, 2009. 
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User Fees:  Paying for Benefits Received 
 
For many services, fees can provide an opportunity for the user to see the 
real costs of a service by paying for it directly, rather than by way of a 
general tax that goes to a fund that is virtually intangible to the taxpayer.  
User fees make economic sense in that when users pay for something 
directly, they have a financial incentive to use it efficiently, whether it is 
a road, water or electricity.  More efficient use of a public good extends 
its life, and charging a fee linked to its use generates a revenue stream 
that can be used for maintenance and repair, or for other desired public 
goods.  Linking the benefits of using a public good to the cost of 
providing it discourages waste.  General taxes provide no such incentive.  


Ms. Hanak, PPIC research director, 
told the Commission that user fees 
on roads, gasoline and water also 
can help the state meet its 
greenhouse gas emission goals, by 
reducing vehicle miles travelled and 
the energy needed to move water 
around the state.  
 
Both sales taxes and user fees are 
income regressive, as they take 
proportionately more from low-
income people than from higher 
income people, but user fees directly 
benefit the people who pay them, 
while general taxes burden both 
users as well as those who do not 
use the public goods created by 
their tax contributions.79 
 
User fees change the discussion 
about borrowing by establishing an 
identifiable repayment stream to 
lenders, allowing governments to 
issue revenue bonds rather than 
general obligation bonds to finance 
the construction of new 
infrastructure.  Fees also can be 
employed to repay a private entity in 
a public-private partnership where 
private money is put up to fund a 
project, and the private entity 
collects on the debt by charging 
users.  Direct fees also offer the 


Vehicle Miles Traveled 


One way to generate revenue through user fees is by 
charging drivers for the number of vehicle miles they 
travel.  The state of Oregon has pioneered this system in 
the U.S., running a one-year pilot program that ended in 
2007 that used global positioning systems to track each 
participating vehicle’s mileage and charge each driver 
based on his or her travels, rather than charging the 
traditional gasoline tax.  The GPS transponders 
communicated with receivers at gas stations included in 
the study and relayed the number of miles each vehicle 
had traveled since its last fueling stop.  The gas pumps then 
charged those drivers a mileage-based tax in lieu of the gas 
tax. 


The pilot program involved 280 volunteers in the Portland 
area and ran from April 2006 to March 2007.  The program 
grew out of findings of a Road User Fee Task Force that the 
Legislature established in 2001 to research revenue 
collection options.  The task force considered 28 funding 
options and ultimately recommended that the Oregon 
Department of Transportation initiate a pilot program to test 
the feasibility of replacing the gas tax with a mileage-based 
fee.  At the end of the pilot program, findings showed that 
the concept is viable, it would allow congestion and other 
pricing options that can vary in different zones, privacy 
from government intrusion on one’s whereabouts can be 
protected, and implementation and administrative costs 
would be low.  Oregon Governor Ted Kulongoski 
announced in December 2008 that he plans to move 
forward with implementing a vehicle miles traveled 
payment system in the coming years. 


Sources:  Denver Business Journal.  “State may tax vehicle miles.”  
http://denver.bizjournals.com/denver/stories/2009/01/26/story6.html.  
Also, Oregon Department of Transportation.  2007.  “Road user fee pilot 
shows ‘per mile’ fee viable.”  
http://www.oregon.gov/ODOT/COMM/nr07112001.shtml. 
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opportunity to avoid construction costs of new infrastructure when 
employed to send pricing signals that reflect the relative demand for a 
public good or service at different times, as one component of a demand 
management strategy.    
 
The Legislature has been reluctant to embrace the idea of user fees.  
Some lawmakers oppose raising taxes of any kind; other lawmakers have 
specific reservations about user fees, arguing that public goods should 
be supported by the General Fund and that user fees raise inherent 
equity issues.   
 
These legitimate concerns must be weighed in the context of the need to 
provide for the economic health of all Californians, the need to encourage 
Californians to use public goods more efficiently, and the costs currently 
being borne by Californians, rich and poor, from the lack of adequate 
investment in infrastructure.  The Los Angeles-Long Beach-Santa Ana 
region, for example, has the most congested roadways in the nation.  
Area drivers wasted an average of 53 gallons of fuel and lost an average 
of 70 hours a year because of traffic delay, up from 44 hours of delay in 
1982.80  Such delays add significantly to air pollution; a study by the 
California Air Resources Board estimates that a car that takes 
30 minutes to travel a distance of 10 miles will emit 2.5 times the 
exhaust emissions as the same car covering the same distance in just 
11 minutes.81  California currently boasts six of the nation’s top 25 most 
congested metropolitan regions.  Californians already are paying for the 
state’s infrastructure choices through lost productivity, health problems 
associated with poor air quality and increased wear on their vehicles.   
 
Policy-makers also should consider the relative costs imposed on 
infrastructure by different users, such as large cargo trucks, where one 
type of user might cause more damage or require added construction or 
maintenance costs than another user.  
 
An honest discussion that compares these costs to new or increased user 
fees might reveal that Californians may not be opposed to such fees, 
especially if they were dedicated to achieving specific outcomes, such as 
increased mobility and greater freeway safety. 
 
California An Early Adopter of User Fees 
 
Overreliance on bond financing for road infrastructure in the 1920s 
prompted California to experiment with user fees, then a radical idea.  At 
the time, the state was experiencing a surge in auto ownership, which 
clogged the underdeveloped roads that farmers used to get produce to 
market.  The state had taken on responsibility for building major routes 
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to carry long-distance traffic, augmenting local road systems, and by the  
early 1920s, the costs of maintaining roads and paying the interest on 
the bonds issued to build them accounted for 40 percent of state 
revenues.82 
 
Those who used the roads were the principal beneficiaries, and as the 
need for and costs of construction was roughly proportional to the traffic 
on the road, user fees were seen as a fair way to raise money to cover 
construction and maintenance costs.  Tolls were considered the most 
equitable way to connect use to benefit, but the costs of building a closed 
toll road system connecting the state’s far-flung cities was seen as 
unworkable.  States turned instead to taxes on fuel, which cost less to 
collect and administer.  Most states used gasoline taxes for 
transportation purposes, which the federal government made a 
requirement in the 1930s.  The federal government applied the user fee 
approach to the federal interstate system in 1956, increasing federal fuel 
taxes and creating the Federal Highway Trust Fund. 
 
In California today, gasoline taxes no longer come close to paying for the 
costs of building and maintaining the state’s highways, roads and 
bridges, and recent attempts to raise the tax have been defeated.  In its 
2009 ten-year plan, Caltrans estimates the annual cost of maintaining 
and repairing the existing freeway system at $6.2 billion.  The fuel tax 
generates less than half of that amount, roughly $3 billion a year, and of 
that, 65 percent is directed to the State Highway Fund.83  Current state 
funding provides only about $1.5 billion a year for maintenance and 
repair, though federal stimulus money has been used to offset the 
perennial shortfall, which is a welcome, if short-term, injection.  The 
state’s current 18 cents a gallon tax has not increased since 1994.  
Between 1994 and 2005-06, travel on state highways increased 
27 percent as measured by vehicle miles, while gas tax revenues climbed 
21 percent and the California Highway Construction Cost Index showed 
construction costs increasing by 200 percent.84  A separate sales tax on 
fuel has been designated by Proposition 42 for highway system 
expansion, local projects and transit.  In recent years, fuel sales tax 
revenues have been borrowed to shore up the General Fund, applied to 
transportation bond debt service.   
 
Martin Wachs, Director of RAND Corporation’s Transportation, Space 
and Technology Program, testified that the effectiveness of the gas tax 
and sales tax on fuel has been further eroded by the increasing number 
of fuel-efficient cars on California’s roads.  These vehicles inflict the same 
wear and contribute to congestion, but pay proportionately less in user 
fees as they require less fuel.  At the same time, the transportation 
system built in the 1960s and 1970s is wearing out, requiring an 
increasing share of resources for operations, maintenance and 
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modernization.  The same can be said for the state’s levees, for water 
project pumping stations, for public universities and other California 
infrastructure projects launched decades ago. 
 
The failure of gasoline taxes and gasoline sales taxes to keep up with the 
costs of maintaining and expanding the state’s freeways has shifted more 
of the burden for paying for such costs back to general obligation bonds.   
 
Techniques to Manage Demand for Infrastructure 
 
In some cases, obstacles to creating greater supply of something can be 
more than simply a lack of money.  A lack of physical space in Los 
Angeles, for example, is a primary impediment to adding more road 
capacity in the most congested areas in a region that boasts the nation’s 
most extensive road network.85  Instead, state and local regions can 
incorporate tactics to manage the demand of an asset.  Demand 
management involves operating infrastructure assets differently, 
matching demand to supply through the use of standards, regulation 
and new technology as well as fees that encourage conservation and 
discourage inefficient resource use, rather than simply building more 
infrastructure. 
 
In some cases, managing the infrastructure differently is simply a matter 
of reconfiguring traffic lanes, as is done during rush hours on the Golden 
Gate Bridge.  In other instances, demand management strategies have 
involved building new capacity, but recognized that new freeway lanes 
alone could not keep up with the influx of additional traffic resulting 
from population growth.  
 
Environmental opposition and the construction risk involved in building 
new electric generating plants in California prompted a change in focus 
to managing demand for electricity and conservation.  As a result, 
California has been able to keep per capita electricity consumption flat at 
7,000 kilowatts/hour for the past 30 years while average consumption 
for the nation as a whole increased by more than 40 percent during the 
same period.86  
 
After losing a major source of water as a result of the Mono Lake legal 
case,87 the Metropolitan Water District of Southern California (MWD) and 
its member districts were able to hold water consumption steady despite 
adding nearly 4 million people to its population between 1990 and 2008.  
MWD used a combination of price increases and new technology such as 
meters and low-flow toilets, rebates for removing lawns, and water reuse.  
 
In San Diego County, Interstate 15 has reversible lanes to accommodate 
rush-hour flows as well as smart technology that allow single passenger 
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cars to use the High Occupancy Vehicle express lanes for a fee charged 
through the vehicle’s FasTrak transponder.  The fee for using the lane 
varies depending on the time of day, from 50 cents to $4, though the fee 
can go as high as $8 depending on the distance traveled and the severity 
of traffic congestion.  Weekends are free.  Revenues from the fees are 
used for area transit improvement, such as the Inland Breeze Bus 
Service.  Prices, posted on electronic displays, can be changed every two 
minutes according to traffic conditions. 
 
The use of this variable pricing, called “dynamic pricing,” on I-15 marked 
an early introduction of dynamic pricing to California’s transportation 
system.  Despite its acceptance in San Diego County, and the availability 
of the technology that supports it, dynamic pricing has not yet been 
widely adopted in California.  A slightly different version is used for 
express lanes on State Route 91 in Orange County, with pre-set fixed 
tolls depending on the hour of day and day of week, with the highest 
being $9.90 for Thursdays from 4 p.m. to 5 p.m.   
 
Both are forms of congestion pricing, a strategy used in cities outside of 
the U.S. to reduce traffic volumes and improve air quality.  Both 
examples use data generated by drivers’ FasTrak transponders to learn 
more about driver behavior, such as the influence and timing of toll 
changes on congestion.  On I-15, for example, Caltrans has learned that 
its express lane for high occupancy vehicles and toll-paying single 
passenger vehicles is bogging down, at times moving more slowly than 
adjacent unrestricted lanes.  That is prompting discussion within the 
department about the possible need for raising the number of passengers 
in cars that use the express lane for free.88 
 
Many utility customers are familiar with the concept through “peak-load 
pricing.”  In such programs, electric utilities offer customers more 
attractive electric rates during periods of the day when demand is low, 
then charge considerably more for electricity when demand rapidly 
increases to peak load, for instance, during late summer afternoons, 
when people return home from work and turn up their air conditioners.  
For utilities, it helps avoid the need to add new generating capacity.   
 
Power and water utilities also manage demand through “block pricing,” 
or “tiered pricing,” where usage under a certain amount is priced at one 
level; higher consumption is priced at progressively steeper rates.   
 
The approach is being applied by states to manage demand for 
expensive-to-expand assets, such as universities.  North Carolina, for 
example, since 1994 has had a tiered-pricing policy to encourage 
students to earn baccalaureates within four years to make room for 
incoming students at the University of North Carolina’s 13 campuses.  As 


“The use of pricing is 
the most effective 


tool to change 
congestion.” 
Daniel Sperling 
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an incentive for students to finish within four years, and to make room 
for incoming students, the state charges a 25 percent surcharge on 
credits above 140 units for an undergraduate degree.  During the    
2007-08 fiscal year, the surcharge generated revenues of $1.51 million.89  
 
The University of California has, among other resource-saving initiatives, 
encouraged students to take advantage of summer sessions in order to 
finish on time and ensure maximization of campus infrastructure.  The 
U.C. Berkeley campus in 2000 offered seniors a $500 rebate for finishing 
their degrees by the end of the summer of their fourth year, rather than 
sign up for another fall term.  U.C. Davis in 2006 offered students a $300 
discount for taking both summer sessions as a way to keep them on 
track to finish on time.  On the graduate school level, the U.C. has 
established “normative times” for completing a doctorate degree, and 
introduced fee incentives to encourage progress toward finishing within 
that period. 
  
Congestion Pricing: Technology Helps Drive Multiple 
Goals 
 
In the transportation arena, peak-load pricing is called congestion 
pricing.  Following the lead of Singapore, cities around the world have 
adopted congestion pricing to reduce the amount of traffic in their 
central cities, improve mobility and to improve air quality.  In some 
cities, such as Stockholm, Sweden, revenues from congestion pricing 
systems are recycled into transportation projects, including ring roads, 
as well as increased public transit.90   
 
The U.S. Transportation Department’s Urban Partnerships program since 
2007 has been working with five cities – New York, San Francisco, 
Seattle, Minneapolis-St. Paul and Miami – providing grants for cities that 
used one or more of four strategies (transit, telecommuting, tolls and 
technology) to reduce urban congestion.   
 
New York City Mayor Michael Bloomberg proposed congestion pricing for 
Manhattan as part of the city’s PlaNYC 2030 project, but the idea was 
rejected by the state’s General Assembly leaders in 2008 before it could 
be put to a vote.  Had it been implemented, New York City’s plan would 
have been the first of its kind in the United States.  
 
San Francisco also tried to implement a congestion pricing program for 
the Doyle Drive approach to the Golden Gate Bridge, but was forced to 
withdraw the plan in the face of political opposition, in part because the 
approach is considered part of the bridge, which already is tolled.  The 
city now is opting for rehabilitation of the route through the federal grant 
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program.  Also as part of the 
Urban Partnerships program, 
San Francisco during the 
summer of 2009 started a two-
year pilot program testing 
variable rates for parking that 
ultimately will include a quarter 
of its metered street parking and 
include real-time pricing 
information posted on electronic 
street signs and on the Internet. 
 
Such systems easily could take 
advantage of the FasTrak 
electronic payment system used 
for bridge tolls in the San 
Francisco Bay Area and the 
State Route 125 South Bay 
Expressway and Interstate 15 
express lanes in San Diego and 
elsewhere. 
 
Political opposition to congestion 
pricing is easy to understand; 
politicians see drivers as voters 
and drivers do not want to pay 
for something for which they feel 
they already have paid, 
regardless of the economic view 
that mobility has a value that 
can be priced.  Urban planners 
at the University of California, 
Los Angeles suggest that one 
way to get around the political 
reluctance to antagonize 
driver/voters is to distribute toll 
revenues to the cities with tolled 
freeways or congestion pricing 
districts, which may encourage 
local officials to support the idea 
and make the case for benefits 
of using the revenues for other 
transportation improvements.91   
 
 


Congestion Pricing: Cities Reduce Traffic,  
Consumers Adjust 


The city-state of Singapore was the first to introduce congestion pricing 
in 1975 and has divided up charging zones into several central districts 
and expressways.  It initially charged a flat fee, but in 1998 pioneered a 
dynamic electronic pricing system in which price fluctuates according 
to demand.  Cars equipped with prepaid cash cards transmit short wave 
radio signals when they enter the charging district.  Different types of 
vehicles pay different rates. According to Singapore’s Land Transport 
Authority, the system has reduced the number of solo drivers and 
shifted trips to non-peak periods.  During the charging period, traffic has 
been reduced 13 percent and traffic speed has increased 22 percent. 


Traffic congestion in London in 2000 was so bad that drivers in the 
central part of the city spent 50 percent of their time at a standstill, 
contributing to an estimated $3 million to $6 million in lost productivity 
each week.  The city’s transport agency introduced a congestion pricing 
program in 2003, and extended it to the west of the city center in 2007.  
The city charged a flat rate for entering the restricted district during 
weekdays during business hours, initially $8, now $13. Drivers have 
several payment options, including through text message and via the 
Internet.  Residents receive a 90 percent discount.  Despite a 21 percent 
decrease in traffic, congestion since has risen to pre-charge levels, due 
to a reduction of road space as the city embarked on a water and gas 
main replacement program and devoted more roadway to pedestrians 
and bike traffic. The program has increased bike traffic and bus use and 
in 2007-08, generated roughly $200 million in revenues that were 
invested back into transit improvements. 


Stockholm introduced its congestion pricing pilot program in 2005 by 
increasing public transport in the central city, implementing a 
congestion tax five months later.  The goals were to increase 
accessibility and reduce emissions and congestion.  Taxes are assessed 
by an automatic license plate recognition system;  payment is through 
direct billing or automatic account debit. The amount is based on the 
time of day, with the highest amounts for rush-hour periods.  Evenings, 
weekends, holidays and the month of July are free. The Swedish 
parliament made the program permanent in 2007 after a national 
referendum in which Stockholm voters approved it and 14 other 
municipalities rejected it.   


The system used in Milan is slightly different, aimed primarily at air 
pollution and charges vehicles different rates – from €2 to €10 according 
to their European Union emissions rating.  Some older models of cars 
and motor scooters that pre-date the EU rating system were not allowed 
to purchase passes for several months after the program started.  The 
Ecopass system allows electric cars and hybrids to enter the congestion 
zone for free.  Revenues from the taxes will be used for public transit, 
bike paths and low-emission vehicles.   


Sources:  http://www.onemotoring.com.sg/publish/onemotoring/en.html.  Mayor of 
London.  Transport for London.  July 2008.  “Central London Congestion Charging;  
Impacts Monitoring.”  Sixth Annual Report.  Also, Stockhomsforsoket; 
www.onemotoring.com.sg/.  Also, BBC World News, January 2, 2008.   
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California Needs Fresh Thinking 
 
California must step forward in its thinking and approach to paying for 
and delivering infrastructure.  Part of the equation is creating a broad 
infrastructure vision to guide decision-makers in planning and selecting 
projects, as the previous chapter illustrated.  But a broad infrastructure 
vision is meaningless if the state fails to expand its available tools, such 
as user fees and demand management practices, to make projects 
happen.   
 
User fees offer policy-makers a way to develop revenues to pay for some 
of the infrastructure that is needed now and in the future, and does so in 
a way that provides incentives for efficient use of California’s public 
resources.  Such fees can be set to provide for adequate maintenance 
and repair, extending the life of public resources.  
 
User fees also can be employed to reduce demand, offering an alternative 
to creating additional supply to mitigate congestion and air pollutions.  
Demand management approaches such as congestion pricing, peak load 
pricing and block pricing, which have shown success in motivating 
changes in behavior that produce desired outcomes, can generate 
revenues that can be used to pay for other components of a plan. 
 
Once the state determines that it will implement a user fee, it must then 
decide the appropriate amount of the fee.  Because user fees are imposed 
not just to generate revenue but also to manage demand for an asset, a 
fee can and should be imposed even if it fails to cover the entire cost of 
an asset.92   
 
Determining the real cost of an asset requires taking a longer view of the 
state’s responsibility for that asset. Witnesses note that policy-makers 
focus too heavily on initial costs of infrastructure and should instead 
consider the cost of an asset over the course of its lifetime.  “Life-cycle 
costing” takes into account all of the costs associated with an asset – 
from building, operating, and maintaining – for as long as the asset 
exists under state ownership.  Without this assessment of the true costs 
of infrastructure, the state cannot make informed decisions about which 
projects get the most for the money and how much to allocate for a 
project, much less how much to charge consumers.  Department of 
Finance staff said that departments are starting to look at life-cycle costs 
of brick-and-mortar projects.93  Life-cycle costing should be done on a 
regular basis across state agencies and departments, not just to help 
with pricing an asset, but for developing a statewide plan and strategy to 
determine priorities and alternative ways to deliver projects. 
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Because general obligation bonds no longer suffice as a major source of 
capital for infrastructure projects, California must find new ways to pay 
for and deliver projects.  User fees and demand management are tools 
the state can implement, and it must also develop the ability to 
determine the true cost of assets in order to make educated decisions 
about how to finance and manage them.  A snapshot of the real cost of 
infrastructure also will help the state pursue alternative methods of 
delivering infrastructure, especially with the help of private partners. 
 


Recommendation 2:  The governor and Legislature should restructure the processes for 
planning for and meeting the state’s infrastructure needs to reflect the true costs of 
infrastructure projects and the need to explore alternatives to General Fund revenues to 
repay money borrowed to finance projects. 


 The state should expand its options to generate revenues to repay 
project financing costs, such as user fees or special taxes, and 
ensure such revenues are dedicated to the purpose defined in the 
infrastructure strategic plan and not redirected to other parts of 
the budget. 


 In planning for new infrastructure projects, the state 
should adopt a life-cycle cost approach to provide a more 
complete estimate of a project’s total cost, taking into 
account all costs of building, maintaining, operating and 
owning the infrastructure over the projected life of the 
asset. 


 The governor and Legislature should incorporate demand 
management strategies and approaches such as joint-use 
arrangements to make better use of existing infrastructure assets 
and reduce the need to build new infrastructure. 
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Expanding the State’s Capacity to 
Partner 
 
The existing framework for paying for and delivering infrastructure is 
inadequate to meet the state’s infrastructure needs.  The state cannot 
borrow its way out of its infrastructure hole given the level of infusion 
required and the pressure such borrowing places on the General Fund.  
In some cases, even if a revenue source is provided, the state’s workforce 
may not have the capacity or expertise to deliver the best product in a 
timely way.  At the same time, private sector entities stand ready with 
capital, manpower and expertise to fill California’s needs if the state 
determines that it can use these resources to its advantage.   
 
Changes in society and technology are creating expectations for higher 
levels of responsiveness and efficiency in government, which requires 
California to be more innovative in how it provides government services, 
including the delivery of infrastructure.  Government must continue to 
provide leadership and a public policy framework for infrastructure 
development, but the roles of government and the private sector in the 
implementation of infrastructure plans have evolved considerably over 
time and now often overlap.94  While this can present challenges, it also 
provides the state with opportunities that previously were not available.   
 
Public-private partnerships are an outgrowth of this shifting paradigm, 
as they are contractual arrangements between a government agency and 
a private sector entity to provide some portion of public infrastructure 
and related services.  California has used public-private partnerships for 
years in their most basic form of contracting out for services, and it 
pioneered the use of the more innovative partnerships in 1989.  But after 
an early pilot program that produced two projects, the State Route 125 
toll road and State Route 91 Express Lanes, the state has not expanded 
the use of such partnerships as a regular part of its tool kit for delivering 
infrastructure projects.  
 
California historically has partnered with the private sector to varying 
degrees; other states and countries have ventured into this area much 
more extensively, using innovative public-private partnerships to build 
projects that in some instances would not otherwise have been built.  
There is a role for such arrangements alongside the state’s traditional 
delivery methods.  Given the vast demand the state faces for new and 
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renovated roads, bridges and freeways, the state could generate 
enormous interest from private companies looking to invest or build in 
California through public-private partnerships. 
 
Such arrangements have generated controversy in California, amid fear 
that the state’s taxpayers would be taken advantage of or that 
partnerships would lead to widespread privatization of public assets.  
But even advocates of public-private partnerships say such 
arrangements are not likely to account for more than 15 percent of the 
state’s infrastructure project mix.  Just their existence as an option, 
however, can have broader benefits simply by changing the way the state 
looks at projects and makes infrastructure decisions.  Such partnerships 


Categories of Public-Private Partnerships 


To build new infrastructure, the following general categories of public-private partnerships are available: 


1. Design-Build – The government establishes the project requirements and contracts with a private 
partner to design and build a facility according to the project requirements; upon completion, the 
government assumes responsibility for operating and maintaining the facility. 


2. Design-Build-Maintain – Similar to design-build, but the private sector also maintains the facility 
while the government retains operational responsibility. 


3. Design-Build-Operate – The private sector designs and builds the facility; upon completion, title to 
the new facility is transferred to the public sector while the private sector operates it for a specified 
period. 


4. Design-Build-Operate-Maintain – Similar to design-build-operate, but the private sector also 
maintains the facility during the specified period; at the end of that period, operation of the facility is 
transferred back to the public sector. 


5. Build-Own-Operate-Transfer – The government grants a franchise to a private partner to finance, 
design, build and operate a facility for a specified period of time, after which ownership of the facility is 
transferred back to the public sector. 


6. Build-Own-Operate – The government grants the right to finance, design, build, operate and maintain 
a project to a private entity, which retains ownership of the project indefinitely. 


7. Design-Build-Finance-Operate/Maintain – The private sector designs, builds, finances, operates 
and/or maintains a new facility under a long-term lease; at the end of the lease, the facility is transferred 
to the public sector. 


For existing services or facilities, public-private partnerships can be used in the following ways: 


1. Service Contract – The government contracts with a private entity to provide services that the 
government previously performed. 


2. Management Contract – The government contracts with a private entity to manage all aspects of 
operations and maintenance of a facility. 


3. Lease – The government grants a private entity a leasehold interest in an asset.  The private partner 
operates and maintains the asset according to the terms in the lease. 


4. Concession – The government grants a private entity the exclusive right to provide, operate and 
maintain an asset over a long period of time according to performance requirements in the contract.  
The public sector retains ownership of the original asset while the private operator retains ownership 
over any improvements made during the concession period. 


5. Divestiture – The government transfers an asset, either in part or in full, to the private sector, with 
certain conditions attached to protect the level of service to the public. 


Source:  A Deloitte Research Study.  2006.  “Closing the Infrastructure Gap: The Role of Public-Private Partnerships.”   
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do not represent free money; most rely on user fees or tolls, though in 
some cases government enjoys revenues or other forms of payment 
through leasing an asset to a private sector partner.  In other versions, 
the state pays the contractor for making the infrastructure available. 
 
With the passage of new legislation in February 2009 authorizing public-
private partnerships,95 California has the opportunity to revisit and 
expand on this alternative.  In the process, it can take advantage of 
lessons learned from its own experience as well as from examples of how 
governments in other parts of the world have employed public-private 
partnerships.   
 
The legislation, SB 4 X2, also created a Public Infrastructure Advisory 
Council to make recommendations on what already-proposed projects 
would be suitable candidates for such partnerships as the state tries to 
move quickly to maximize the use of its already authorized bond money 
and federal economic stimulus funds.  Governor Schwarzenegger has 
long encouraged the state to explore using these partnerships, and his 
administration’s desire to move quickly is understandable considering 
California’s high unemployment rate and the need to encourage 
economic activity, though it will be equally important that any public-
private partnership program be done right to ensure this approach can 
be legitimately assessed on its merits.  
 


California Led with Public-Private Partnerships, but 
Other States Leapfrogged  
 
The state has had two high profile public-private partnerships that grew 
out of the 1989 AB 680 pilot project. 
 
State Route 91 Express Lanes, opened in 1995, is considered a major 
success by the transportation industry and drivers, adding 40 new lane 
miles to a heavily congested Orange County freeway, though the project 
often is described as a political failure.  The project involved building new 
tolled express lanes in the median of the existing freeway, creating the 
world’s first toll road with no toll booths, collecting tolls entirely through 
the FasTrak electronic transponder system. It uses a variable pricing 
system to manage congestion, resulting in 50 percent more traffic flow 
during rush hours than the highway’s regular lanes.   
 
For its first four years, it was well-received by the public and by drivers.96  
But as workers in Orange County became priced out of the local housing 
market, they bought homes in Riverside County, creating more 
congestion in the free lanes.  When the state tried to add lanes, operators 
of the Express Lanes cried foul, citing the contract’s non-compete clause.  
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Caltrans conceded, sparking a political outcry, ultimately leading to 
legislation that allowed the purchase of the contract by the Orange 
County Transportation Authority.  In addition to the non-compete clause, 
critics focused on the math, pointing to the difference between the 
1995 construction cost of $135 million and the 2002 purchase price of 
$207.5 million, though backers contended the purchase price was a deal, 
after accounting for subsequent inflation in building costs and the value 
delivered to drivers over the Express Lanes’ first seven years.  
 
San Diego County’s SB 125 South Bay Expressway took more than a 
decade to start construction after concession agreements were signed, 
delayed by environmental studies and litigation.  The concession owner, 
Macquarie Infrastructure Group, funded construction of the project and 
is the concession operator under the terms of the 35-year lease.  It 
opened to traffic in November of 2007, just after the region’s economy 
was softening after years of torrid growth.  As a result, traffic levels have 
been lower than expected.97  The 10-mile Expressway connects the 
county’s inland communities from Spring Valley at SR 54, south to Otay 
Mesa at SR 905 near the border crossing with Mexico.  
 
Robert Poole, Director of Transportation Studies for the Reason 
Foundation, has followed the two California projects closely, as well as 
the experiences of other toll roads and public-private partnerships.  Poole 
said that despite the controversy, the two projects are successful 
examples of the design-build approach.  They drew on private capital, 
allowing them to be constructed far earlier than would have been 
possible using gas tax funding.  They are providing mobility along heavily 
used traffic corridors, and they are well-maintained.   
 
Cities and states also are using public-private partnerships as a way to 
raise money from existing infrastructure, through long-term leases.  Two 
often-cited examples are the Chicago Skyway and the Indiana Toll Road.   
 
Chicago Skyway.  The City of Chicago in 2005 leased the Chicago Skyway 
for 99 years for $1.83 billion in a deal that represents the first long-term 
lease of an existing public toll road in the United States.  The 7.8-mile 
toll road, which connects Interstate 94 in Chicago to Interstate 90, the 
Indiana Toll Road, had been operated and maintained by the city of 
Chicago and its Department of Streets and Sanitation.98  Tolls had not 
been raised for some time and no longer covered the costs of 
maintenance and operation.  A team led by Spain’s Cintra Concesiones 
de Infraestructuras de Transporte SA and Australia’s Macquarie 
Infrastructure Group won the competitive bid process with a proposal 
that included Cintra/Macquarie equity and bank loans.  The lease has a 
provision for potential congestion pricing, as well as a provision that 
allows the doubling of tolls per car between 2008 and 2017.99  Making 
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the deal less politically difficult: Chicago enjoys the benefit of the 
revenues while the costs are largely borne by commuters from northeast 
Indiana.  Chicago used $465 million of the proceeds to pay down 
outstanding Skyway debt. 
 
Indiana Toll Road.  Soon after the 
Chicago Skyway lease was signed, 
Indiana sought proposals for the 
157-mile Indiana Toll Road, which 
connects the Chicago Skyway to 
the Ohio Toll Road.  A company 
formed by Cintra and Macquarie, 
ITR Concession Company LLC, 
assumed responsibility in June 
2006 to operate the toll road 
through a 75-year lease.100  As part 
of the arrangement, ITR made an 
upfront payment of $3.85 billion to 
Indiana, which the state used to 
close a $1.8 billion gap in its 
transportation budget as well as to 
fund a 10-year improvement plan. 
Previously, the then-30-year-old 
road had been operated by the 
Indiana Department of 
Transportation.  ITR now is 
responsible for construction, 
maintenance, repair and operation 
of the road’s projects within 
Indiana and of formulating, 
developing and recommending a 
long-range toll road plan and 
short-term improvement 
programs.101 
 
The combined $5.65 billion raised 
for the deals gives some indication 
of the amount of capital available 
for such projects, provided that 
they have an identified repayment 
stream and contract conditions 
amenable to both parties.   
 
 
 
 


Lower Than Expected Revenues  
Prompt Change in Partners 


Two other existing public toll roads have been leased to public-
private partnerships, the Pocahontas Parkway near Richmond, 
Virginia, and the Northwest Parkway outside of Denver, 
Colorado. They differ from the Chicago and Indiana examples 
in that they both also were built by public-private partnerships.   


The Pocahontas Parkway was designed and built for the 
Commonwealth of Virginia by a partnership of Fluor 
Daniel/Morrison Knudsen and opened in 2002, allowing the 
state to provide the parkway at a time when state finances 
would not have allowed it to build the project on its own.  
Lower than estimated toll revenues threatened to force the 
parkway partnership to default on debt, prompting an 
Australian company, Transurban LLC to make an unsolicited 
bid to manage the contract.  The Virginia Department of 
Transportation ended its contract with Fluor Daniel/Morrison 
Knudson and began negotiations with Transurban.  In 2006, the 
state signed a 99-year lease for the parkway for $611 million in 
2006 that gives Transurban the right to raise tolls, but also 
requires it to pay off the parkway’s debt, upgrade electronic 
tolling systems, be responsible for maintenance and repair and 
build a connection to Richmond International Airport. 


Colorado’s Northwest Parkway opened in 2003, a project 
sponsored by three local governments organized as the 
Northwest Parkway Public Highway Authority.  The 83-mile 
parkway forms a partial beltway around the Denver-Aurora 
metropolitan area and was funded by revenue bonds backed by 
expected toll revenues.  Despite rapid growth in the Denver 
region, the parkway generated only half the revenues the 
authority had estimated.  In 2007, the authority agreed to lease 
the parkway to an operating consortium formed by Portugal’s 
Brisa Auto-Estradas and Brazil’s Companhia de Cocessoes 
Rodoviarias.  The authority is using some of the $603 million 
proceeds of the 99-year lease to repay bond debt. 


Sources: National Council of Public-Private Partnerships, Case Study, 
Pocahontas Parkway. http://www.ncppp.org/cases/pocahontas.shtml.  Accessed 
November 3, 2009.  Also, Peter Bacque.  Richmond Times-Dispatch.  May 3, 
2006.  “Australian firm to run Pocahontas Parkway-A $522 million deal means 
that tolls will remain for 99 years.”  Also, Tollroads News.  August 30, 2007. 
http://www.tollroadsnews.com/node/3110.  Accessed November 3, 2009.  
Also, Jeffrey Leib.  The Denver Post.  November 20, 2007.  “Lease signed for 
NW Parkway.”   
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Role of Public-Private Partnerships in Infrastructure 
Development 
 
The examples represent only a few of the forms public-private 
partnerships can take along a spectrum of private sector involvement, 
from planning, designing, financing, building, operating, leasing or 
ongoing maintenance of infrastructure.  Such partnerships have shown 
success around the world in major public infrastructure sectors such as 
transportation, water, waste, hospitals, schools, public housing, prisons 
and defense.  Experts told the Commission that no one partnership form 


fits all situations.  Which type is 
appropriate, if at all, depends on the 
specific details of the project and 
should be carefully crafted to order.  
In many cases, such a partnership 
may not be the best choice of 
delivery.  The process of weighing 
alternatives, however, is enhanced 
by having the tool of public-private 
partnerships in the mix, as it 
generates new ideas from a wider 
pool of potential partners and 
promotes evaluation of all the 
variables involved, such as life-cycle 
costing, demand management, and 
the availability of new technology 
and new management models.102  
 
As the previous examples 
demonstrate, such partnerships 
have risks, though very rarely for 
taxpayers or infrastructure users.  
One of the lessons of the public-
private partnership experience is 
that many of these risks existed all 
along.  Only now, however, are the 
risks being more adequately 
identified and priced in a way that 
they can be managed, and risks may 
be more wisely allocated to the party 
most able to bear the risk.   
 
Public-private partnerships also can 
bring enormous benefit, such as the 
potential for increased competition, 


Benefits of Public-Private Partnerships 
Economists and advocates generally point out six benefits 
of public-private partnerships: 


1. They allow the entry of alternative sources of capital 
as well as different kinds of financial structures, 
allowing projects that could not be built by the 
public sector alone when budgets are constrained. 


2. They introduce competition, which can raise 
performance for the public sector as well, benefitting 
all users.  When the Canadian government opened 
up competition for rail service to the private 
Canadian Pacific Railroad, the Canadian National 
Railroad responded by improving quality and on-
time performance. 


3. They introduce innovation, such as the use of 
electronic tolling, which can lower cost and speed 
service, and with this technology, such strategies as 
dynamic pricing, which can directly address policy 
goals, such as increased mobility, reduced air 
pollution and creating space for other forms of 
transit.   


4. If deal terms provide adequate revenue and 
performance standards are built into the contract, 
they can generate higher quality service, such as 
speedy break-down service for motorists. 


5. Contractors have an incentive to operate at the 
lowest life-cycle cost to maximize returns, creating a 
motivation for maintaining the leased asset to avoid 
major repair and rebuilding later, which costs more 
and can introduce revenue-damping delay.  
Maintenance standards can be built into the contract. 


6. They can assign risk for different parts of the project 
to the party best able to manage it.  


Source:  Little Hoover Commission Public Hearing.  March 26, 2009. 
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innovation and quality of service, as well 
as alternative sources of money for 
capital and maintenance costs.   
 
Public-private partnerships are not 
endorsed by everyone.  Some, but not 
all, unions oppose them, both for job 
security reasons and the belief that if a 
private party makes a profit, it 
necessarily comes at the public’s 
expense.  Other unions, whose members 
do much of the construction work under 
the existing model, favor the model if it 
can create new jobs that otherwise 
would not exist.  Some in the municipal 
bond industry see the expansion of 
alternative financial structures that use 
more private equity and private debt as 
potentially reducing the amount of 
municipal debt they can underwrite.  
Still others, aware of the complexity of 
the contracts and the vast number of 
variables they contain, worry that the 
state lacks the capacity to protect the 
public’s interest at the negotiating table.   
 


Tools Necessary for 
Successful Partnerships 
 
For the state to gain the full benefit of 
competing with the private sector, state 
government will have to retool state 
managers to focus on outcomes and find 
more ways to incorporate new 
technologies already in use elsewhere in 
the world, Ryan Orr, executive director 
of Stanford University’s Collaboratory for 
Research on Global Projects, told the 
Commission.  The current process is 
reinforced by the way the state plans, 
approves and budgets for infrastructure.  
In small but critical ways, however, the 
transition already has started, as seen in 
the new technologies that Caltrans is introducing and in the testing and 
the department’s Office of Innovative Finance.  In order to achieve the 


Protecting the Public Interest  


An important question in the decision to pursue a project as a 
public-private partnership is whether the partnership is in the 
public’s interest.  Victoria, Australia, applies an eight-step 
public interest test that must be conducted in the 
development of the business case in the state’s procurement 
process for delivering a project via P3.  The results must be 
included in the agency’s submission for project approval so 
that the government can consider the public interest question 
upon making a decision about project funding. 


Victoria’s eight-step public interest test includes an analysis of 
the project in each of the following areas: 


1. Effectiveness – Is the project effective in meeting 
government objectives? 


2. Accountability and Transparency – Do the 
partnership arrangements ensure that the community 
can be well informed about the obligations of 
government and the private sector partner, and that 
these can be overseen by the Auditor-General? 


3. Affected Individuals and Communities – Have 
those affected been able to contribute effectively at the 
planning stages, and are their rights protected through 
fair appeals processes and other conflict resolution 
mechanisms? 


4. Equity – Are there adequate arrangements to ensure 
that disadvantaged groups can effectively use the 
infrastructure or access the related service? 


5. Consumer Rights – Does the project provide 
sufficient safeguards for consumers, particularly those 
for whom government has a high level of duty of care, 
and/or those who are most vulnerable? 


6. Public Access – Are there sufficient safeguards that 
ensure ongoing public access to essential 
infrastructure? 


7. Security – Does the project provide assurance that 
community health and safety will be secured? 


8. Privacy – Does the project provide adequate 
protection of users’ rights to privacy? 


Sources:  U.S. PIRG Education Fund.  Spring 2009.  “Private Roads, Public 
Costs.  The Facts about Toll Road Privatization and How to Protect the 
Public.”  Also, Victoria Department of Treasury and Finance.  February 2009.  
“National PPP Guidelines.  Partnerships Victoria Requirements.  Annexure 7, 
Public Interest.”   
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benefits that public-private partnerships have to offer, the state must 
have in place a number of mechanisms, including a system for valuing 
current costs of infrastructure through traditional means, a sound 
understanding of risk-transfer, a group of experienced experts who know 
how to negotiate and write the partnership contracts, and performance 
measurements and accounting to evaluate the results. 
 
Life-Cycle Costing Needed  
 
In assessing how a public-private partnership approach compares to the 
traditional design-bid-build model, the state has to ensure that it 
includes the life-cycle costs of a project under each scenario to determine 
which model delivers the greatest value for the price.  Otherwise, the 
comparison is misleading as the traditional approach often does not take 
into account all of the costs that will be borne by the state over the life of 
the asset.  “Design, build, finance, maintain, operate – you have to look 
at the five steps of the process,” Mr. Orr testified to the Commission.  
“It’s a package deal, like buying a car.”  
 
For example, public financing, through general obligation bonds or 
revenue bonds, as a rule offers the lowest cost of borrowing.  But 
financing is only one part of a project’s cost, and other components of a 
deal package, such as time and money saved by combining the design 
and build phase, may outweigh savings gained through public financing.  
In other cases, total borrowing costs may be reduced if the private 
partner contributes equity as part of the financial package.  Private 
parties also have the ability to depreciate assets over time and to count 
interest costs as deductible business expenses.  Finally, access to public 
credit markets cannot always be assured, as last year’s credit crisis 
made clear.103 
 
Assigning Risk:  It’s in the Contract 
 
Once the value-for-price analysis has been completed and the decision 
reached to enter into a public-private partnership, the question of 
whether all its benefits can be achieved depends to an important degree 
on the contract the state develops with its private partner.  A major 
determinant is how well the contract identifies, prices and assigns risk.  
Generally, governments are best able to manage the risk of an extended 
environmental review process or acquire land, where private firms have 
more maneuverability to manage construction timetables and to use 
hedging strategies to protect against sharp cost increases for materials 
such as steel and concrete, over the length of the project.  The challenge 
for the state is to be knowledgeable enough about a project to be able to 
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identify and assess such risks, thus the 
contract itself is a source of risk that must 
be managed. 
 
David Crane, Governor Schwarzenegger’s 
special advisor for jobs and economic 
growth, had a previous career in finance 
developing public-private partnerships.  
Mr. Crane for several years has advocated 
the adoption of such partnerships at the 
same time emphasizing that essential to 
their success is having experienced 
professionals to negotiate the contract on 
behalf of the government.  California 
already has a ready bench of talent in the 
Department of Finance and Treasurer’s 
office to assess and choose the right 
options.  To avoid the errors made in the 
early years of such partnerships in the 
United Kingdom, California has to be able 
to go “toe-to-toe” in contract talks with 
experienced private investors who have 
done such deals all over the world, Mr. 
Crane said.  He recommends that 
California create a “center of excellence” 
made up of such contract experts who 
could negotiate on behalf of all state 
departments in public-private partnership 
deals. 
 
This is an area in which mistakes can be 
costly, both economically and politically.  
As California explores this new approach, 
it should honestly appraise how much it 
needs to learn to successfully execute and 
manage these partnerships.  An 
investment in expertise through the 
contracting of proven professionals who 
have negotiated such deals can 
complement the state’s teams of finance and planning experts, and may 
well prove inexpensive over the long term both in knowledge gained and 
mistakes avoided as California develops this critical capacity. 


New York State Works to Maximize Assets 


New York State faced a record budget deficit in 2008, 
due in part to the collapse of the financial industry and to 
a “long-term practice of allowing spending to outpace 
revenues.”  In response, Governor David Paterson in 
October 2008 established the New York State 
Commission on State Asset Maximization to assess 
whether asset maximization could benefit the state and 
whether any state assets are suitable for public-private 
partnerships.   


New York’s goal in asset maximization was to achieve 
efficient allocation of opportunity and risk between the 
public and private sectors in order to increase the public 
value of state assets.  This could take the form of a 
public-private partnership, public-public partnership, or 
other innovative methods to unlock value from 
undervalued or underutilized assets.  The governor 
tasked the commission to identify ways the state could 
efficiently leverage its resources, spur job creation, 
maintain and enhance infrastructure and encourage 
economic growth. 


In its December 2008 preliminary report, the commission 
identified guiding principles for evaluating the benefits of 
asset maximization: 1) spending need/cost savings, 
2) private sector ability to partner, and 3) regulatory and 
political feasibility.  The commission applied these 
guiding principles in its final report in June 2009 to 
identify and recommend pilot projects in each of the six 
asset classes of transportation, social infrastructure, 
higher education, energy, information technology and 
surplus property.  It also recommended one major 
umbrella action, to establish a State Asset Maximization 
Board to assess the merits of proposed public-private 
partnership projects and provide a sustainable oversight 
process for asset maximization initiatives.  In total, the 
commission offered 27 recommendations to maximize 
the state’s assets, create jobs and generate economic 
development in the state. 


Sources:  New York State Commission on State Asset Maximization.  
December 15, 2008.  “Preliminary Report.”  Also, New York State 
Commission on State Asset Maximization.  June 1, 2009.  “Final 







LITTLE HOOVER COMMISSION 


74 


The Public Infrastructure Advisory Commission  
 
Some of these issues are being explored by the Public Infrastructure 
Advisory Commission (PIAC).  Chaired by Dale Bonner, Secretary of the 
Business Transportation and Housing Agency, the commission met as a 
group four times during 2009 to develop recommendations that it can 
forward to the California Transportation Commission on which 


transportation projects currently in Caltrans 
pipeline might be appropriate for public-private 
partnerships.  In working through a list culled to 
10 potential projects, the council also is 
establishing the criteria for how such projects 
should be assessed, a process that already is 
influencing the way Caltrans analyzes costs and 
risks.  
 
Discussion among commission members points to 
a central tension between the desire to get 
projects underway quickly to create construction 
jobs and provide infrastructure that delivers long-
lasting economic benefits and, on the other side, 
the desire to create a credible process for 
evaluating projects as possible candidates for 
public-private partnerships.  The process has 
revealed potential obstacles, such as procurement 
rules that may discourage financial firms from 
bidding on contracts to advise the state on the 
process if it prevents them from participating in 
other parts of a project later on.   
 
“Everybody is watching, including people who are 
very opposed to P3s, and if we go too fast and slip 
up and pick the wrong project or do the right 
project in the wrong way, that will be the end of 
P3s in California and possibly several other states 
for a long time,” Ray Levitt, a Stanford University 
professor of civil and environmental engineering, 
told fellow PIAC members at the group’s October 
27, 2009 meeting. 
 
Caltrans has been evaluating the reconstruction 
of the Doyle Drive approach to the Golden Gate 
Bridge in light of its potential for a public-private 
partnership, working with the San Francisco 
Transportation Authority, which is engaging 
financial experts for the study process.  Design 


Role of the Public Infrastructure  
Advisory Commission 


The Public Infrastructure Advisory Commission 
(PIAC) was created under SB 4 X2 in 2009 to be 
housed within the Business, Transportation and 
Housing Agency.  PIAC is designed to advise the 
Department of Transportation (Caltrans) and 
regional transportation agencies in developing 
transportation projects through public-private 
partnerships (also called performance-based 
infrastructure partnerships).  Specifically, PIAC is 
required to do the following: 


 Identify transportation project 
opportunities throughout the state that 
may be considered for public-private 
partnerships. 


 Research and document similar 
transportation projects throughout the 
state, nationally and internationally, and 
further identify and evaluate lessons 
learned from these projects. 


 Assemble and make available to Caltrans 
or regional transportation agencies a 
library of information, precedents, 
research, and analysis concerning 
infrastructure partnerships and related 
types of public-private transactions for 
public infrastructure. 


 Advise Caltrans and regional 
transportation agencies, upon request, 
regarding infrastructure partnership 
suitability and best practices. 


 Provide, upon request, procurement-
related services to Caltrans and regional 
transportation agencies for infrastructure 
partnership. 


Sources:  California Business, Transportation and Housing 
Agency.  Fall 2009.  “Public Infrastructure Advisory 
Commission Work Plan.”  Also, SB 4 X2 (Cogdill), Chapter 2, 
Statutes of 2009. 
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work on some of the project is complete, but the project is divided up 
into different contracts, some of which could be separately bundled and 
recommended for the public-private partnership approach. 
 
The Commission commends the governor and Legislature for passing the 
legislation to initiate some public-private partnerships in select sectors 
and for acknowledging the need for a group that can provide expertise to 
public sector agencies entering these transactions.  This is an important 
step in moving forward to ensure that public dollars are spent in the 
most strategic and effective manner.  The Business, Transportation and 
Housing Agency and Caltrans also should be recognized for their 
initiative in implementing the legislation and creating a process for 
moving public-private partnership projects forward.  This is an enormous 
task, especially given established department processes for planning and 
delivering projects – from funding to contract specification to bidding to 
ongoing maintenance and operation – and the department has embraced 
its role and responded quickly to the Legislature’s directive.  
 
The Commission has concerns, however, about the state’s current 
approach to public-private partnerships:   


 The five year time span is too short, considering that it can take 
five to ten years to get a major toll road from feasibility study to 
completion.  There may not be adequate time for an honest 
assessment. 


 The list of existing projects under consideration by PIAC 
represents projects that were developed through the old process, 
are far along in the planning and might not be the most suitable 
for public private partnerships.  Consequently, these projects may 
not provide a telling test of the concept, as they embody old 
thinking and leave little room for bidders to introduce new 
approaches.  The Gerald Desmond Bridge in Long Beach 
connecting the port to 710, for example, has been listed, despite 
the existence of two nearby bridges that neighbors point out 
would be immediately overwhelmed by toll-avoiding truck drivers.  
An alternative might be to have one operator manage all three 
bridges, and use revenues to rehabilitate bridges one at a time, as 
well as support mitigation efforts. 


 The wording of the law on toll rates could be interpreted as 
limiting the amount and how often an operator could raise tolls.  
This might be workable in cases where the state is transferring 
operation of an existing toll road that connects cities, but it 
eliminates the opportunity to establish dynamic pricing for 
purposes of reducing congestion and air pollution in highly 
crowded traffic corridors.  
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 The provisions for making contractors whole in the event the state 
adds competitive lanes are written to take into account only the 
contractor’s debt service costs, which leaves no money left for 
operating or maintenance costs or return to investors.  This may 
discourage investors from submitting proposals. 


 
The Commission believes that public-private partnerships are an 
essential ingredient in the state’s menu of options for developing 
infrastructure, and it supports expanding the state’s ability and use of 
them, but it is concerned that this initial implementation may be 
hampered by these weaknesses that are inherent in the design of the 
legislation. 


Potential P3 Speed-bumps 


Based on its experience of the consulting business for public sector clients, Deloitte Research has identified 
common mistakes governments make in pursuing a public-private partnership strategy: 


 Poor setup.  The success or failure of public-private partnershps often can be traced back to the 
initial design of partnership policies, legislation and guidance. One mistake is placing too many 
restrictions and expectations of risk transfer on the private sector partner, that it becomes impossible 
to structure a financially feasible deal.  Another is having unrealistic expectations of public-private 
partnerships — thinking that they provide “free money” or that they are the solution to all problems. 


 Lack of clarity about project objectives.  Sponsors of project sometimes lack consensus about the 
purpose of and expected outcomes for the project.  Government officials then often try to compensate 
for this failure by over-specifying inputs. 


 Too much focus on the transaction.  The government may view public-private partnerships 
merely as financing instruments when in fact they represent a very different way of working. This 
leads to poor operational focus. 


 Inappropriate risk model applied to project.  Much of what differentiates the various partnership 
models is the level and nature of risk shifted to the private sector. A common mistake is transferring 
demand risk, the amount of use a project will receive, to the private sector even though the private 
contractor has no control over demand factors. 


 Lack of internal capacity.  Even when the government is supported by external advisers, many 
tasks cannot be outsourced, and often the agency lacks the skill sets internally to manage complex 
public-private partnerships or the dedicated team required to address the time-intensive upfront 
structuring needs. 


 Failure to realize value for money.  This failure occurs when the borrowing and tendering costs 
associated with public-private partnerships are not sufficiently offset by efficiency gains or when 
government officials do not have a real understanding of how to test value for money. 


 Inadequate planning.  Without taking proper account of the market in the planning phase, 
governments may come out with more projects than bidders which creates a noncompetitive 
environment.  Too few projects, however, may result in industry moving on to a more active 
jurisdiction.   


Source:  Irene Walsh, Managing Director of Infrastructure & Project Finance Advisory, Deloitte Corporate Finance LLC.  March 26, 
2009.  Oral testimony to the Little Hoover Commission.   
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Organized Expertise to Implement Partnerships 
 
Other countries such as Britain, Canada and Australia have realized the 
need for expertise in implementing public-private partnerships and have 
responded by creating organizations devoted to helping the government 
with these complex transactions.  These countries have incorporated far 
more extensive use of public-private partnerships than the United States 
and California, though some finance experts attribute this to the fact 
that the United States is the only country in the world that offers tax-free 
status on the interest paid on public bonds. 
 
Leaders of public-private partnership organizations in other countries 
told the Commission that elements such as time, innovation, increased 
performance, lower ongoing maintenance costs and getting an otherwise 
impossible project completed are all factors to be considered in a project 
decision.104  Experts say that a partnership is not always the best 
method to deliver a project and that, even at their most prolific, public-
private partnerships comprise no more than 15 percent of a country’s 
overall infrastructure spending.  The public sector may be best-suited to 
deliver the product, and in some cases, the public sector has improved 
its performance in order to compete with the private sector on 
government projects – a direct result of including public-private 
partnerships among the available options in the government’s tool kit.105 
 
Acknowledging the multiple benefits that can be achieved from 
incorporating public-private partnerships, other countries have 
established panels of experts to help the 
government negotiate and manage the 
contracts that govern the deals.    
 
British Columbia in 2002 formed 
Partnerships British Columbia Inc., a 
center of excellence devoted to 
innovating procurement of performance-
based infrastructure in the province.  Its 
chief executive officer, Larry Blain, told 
the Commission that Partnerships BC 
essentially serves as a facilitator for 
project delivery, whether via public-
private partnership or through the 
traditional public-sector route.  The 
agency is assigned a project by the 
government and then determines the 
best method to deliver it.  For all 
projects exceeding $50 million, 
Partnerships BC is required to develop a 


Partnerships British Columbia 


Partnerships BC, formed in 2002, is a company owned 
entirely by the province of British Columbia, governed 
by a board of directors reporting to its sole shareholder: 
the Minister of Finance.  It is incorporated under the 
British Columbia Business Corporations Act.  The 
agency provides expertise for the province in 
evaluating, structuring and implementing public 
private partnerships to serve the public interest.  It 
provides a full spectrum of services ranging from 
business planning and procurement process advice to 
comprehensive project and contract management, and 
its clients include a range of public sector agencies -- 
ministries, Crown corporations, health authorities, 
advanced education institutions, boards of education 
and local governments.  The agency is staffed with 
42 full-time equivalent positions.  Staff and board 
members have a mix of skills and experience in the 
public and private sectors. 


Source:  Partnerships British Columbia 2007-08 Annual Report. 
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business plan that reviews, among other things, the public-private 
partnership model as an option. 
 
Ontario followed suit by forming Infrastructure Ontario, a private 
company, in 2005.  President and Chief Executive Officer David 
Livingston told the Commission that in Ontario, the Energy and 
Infrastructure Ministry produces an annual capital plan, which includes 


deciding which programs receive money for 
projects.  Of those, the Ministry selects 
which projects should be assigned to 
Infrastructure Ontario which then goes out 
to procure the project.  Infrastructure 
Ontario continues its involvement in the 
project from initial procurement through 
construction completion.  It has little 
freedom to go beyond the scope or budget 
allocated for the project, Mr. Livingston said, 
though it enjoys significant economies of 
scale – as well as additional benefits from 
building long-term relationships with private 
companies – by serving as the hub for 
multiple large projects.  As a private 
company doing public service work, 
Infrastructure Ontario enjoys the ability to 
hire – and pay – top-notch staff to go “toe-to-
toe” with private companies on the other 
side of the project contract, which 
Mr. Livingston notes is a key ingredient to 
ensure a successful P3 deal. 
 


Also key to the process, said Mr. Livingston, is the appropriate transfer of 
risk and determining value-for-money, an analysis that figures in the 
costs and benefits, including the value of transferred risk. 
 
Mr. Livingston said the feedback he has received from the Ontario 
government about the use of public-private partnerships has been 
positive.  He added that the government would like to engage 
Infrastructure Ontario to manage more government projects, but the 
group has resisted, in that its expertise is in innovative project 
procurement, not project management.   
 
These other countries have seen both the benefits and pitfalls of 
implementing public-private partnerships in their regions.  This mix of 
benefits and challenges shows that entering the public-private 
partnership arena must be done carefully and deliberately to avoid deals 
that could put the state at a severe disadvantage.   


Infrastructure Ontario 


Infrastructure Ontario was formed in 2005 as a Crown 
corporation to manage the province’s larger and more 
complex infrastructure renewal projects as well as 
support infrastructure investment across the broader 
public sector.  Members of the board of directors, the 
chair, and the chief executive officer are appointed by 
Ontario’s Lieutenant Governor.  The organization is 
guided by principles that seek to ensure public 
ownership of core assets such as hospitals, schools and 
water and wastewater treatment facilities.  It uses an 
alternative financing and procurement model to leverage 
private financing and expertise to strategically rebuild 
and maintain vital infrastructure on time and on budget.  
Infrastructure Ontario also provides Ontario 
municipalities, universities and other public sector 
bodies with access to affordable loans to build and renew 
local public infrastructure.  The organization has 
approximately 200 staff, about 90 percent of whom have 
private sector experience. 


Source:  Infrastructure Ontario.  2007-08.  “Making Projects Happen.”  
Infrastructure Ontario 2007-08 Annual Report.   
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California Needs to Build Partnership Capacity 
 
In order to achieve the benefits that public-private partnerships can 
offer, the state must be properly equipped.  Successful public-private 
partnerships require such detailed and complex negotiations that the 
state must have experienced staff to help determine whether a 
partnership is the best approach, and if so, to implement these deals for 
any agency or department. 
 
Governor Schwarzenegger’s suggested entity, Performance Based 
Infrastructure, was such an organization, but it failed to garner enough 
support from the Legislature.  The Legislature, however, was willing to 
form the Public Infrastructure Advisory Commission as part of the 2009 
legislation authorizing public-private partnerships.  While a good start, 
the Commission, as it stands, is not equipped to provide the state with 
what it needs to engage in public-private partnerships. 
 
California should create a fully-equipped center of excellence if it is to 
reap the full potential to be gained from public-private partnerships.  The 
center of excellence should be staffed by experts sufficient to be able to 
do all the things required for a successful partnership, including an 
assessment of the life-cycle cost of an asset, a value-for-money analysis 
comparing traditional project delivery against construction via public-
private partnership, assistance with effective performance measures, and 
expert negotiation and management of the P3 contract.  Most 
importantly, the center needs adequate funding to operate, an 
investment that will save money in the long run. 
 
To further enhance its value, the center of excellence should work closely 
with a strengthened Strategic Growth Council to share knowledge about 
innovative ways infrastructure can be provided.  The center of excellence 
also should offer suggestions for which types of projects could serve as 
wise investments that may cost little but reap significant returns, and 
which therefore should be moved to the top of the list of state priorities.   
 
Given the length of the list of infrastructure needs and the inability of the 
state’s current system to deliver on those needs, California must 
innovate, from formulating its strategy to implementing individual 
projects.  A public-private partnership center of excellence, as part of a 
larger state infrastructure strategy that incorporates cross-sector 
collaboration, innovation, and adequate sources of funding, will help in 
this process. 
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Recommendation 3:  The state should increase its capacity for creating public-private 
partnerships at the state and local levels to increase efficiency, reduce costs and speed 
delivery of projects where such an approach is appropriate.  Such partnerships may 
include the use of private financing in cases where it can reduce a project’s overall cost 
or reduce risk to the state. 


 The state should partner with private entities where doing so 
would benefit the state through reduced costs and delivery time 
and improved project quality and performance; the governor and 
Legislature should set broad goals for such partnerships, then 
provide the authority for state and local agencies to enter into 
partnerships. 


 In implementing SB 4 X2 and creating the Public Infrastructure 
Advisory Commission, the state should do the following to 
maximize the likelihood that its initial public-private partnership 
results are successful: 


 Retain experienced professionals to represent the state on 
any public-private partnership deal in order to fairly 
negotiate vis-à-vis the private sector. 


 Conduct a value-for-money analysis of each project in 
order to determine whether the project should be done as 
a public-private partnership. 


 Delineate the risks borne by each partner and how the 
state has shifted risk to its private sector partner where 
appropriate. 


 Utilize performance measurements that will allow 
evaluation of the results of each project. 


 Calculate infrastructure costs for all projects, whether by 
public-private partnership or otherwise, over the life-cycle 
of the asset, taking into account all costs of building, 
maintaining, operating and owning the infrastructure over 
the projected life of the asset. 


 Ultimately, the governor and Legislature should create a 
statewide center of excellence to both advise and represent state 
and local agencies that seek to enter into public-private 
partnerships.    


 The center should be able to provide all public-private 
partnership expertise – from assistance with deciding 
whether a public-private partnership is appropriate to 
implementing and managing the public-private 
partnership agreement – for a state or local government 
entity and should be able to charge the entity a reasonable 
fee for its service. 
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 The center should have the ability and resources to 
compete with the private sector for experts to represent 
the state in its transactions with the private sector, and it 
should follow all of the above recommendations regarding 
public-private partnership projects. 
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Conclusion 
 
 


alifornia’s infrastructure, and its process for delivering it, needs 
an overhaul.  
 


Under the state’s existing system, California cannot afford to pay for all 
of the $500 billion in estimated infrastructure needs over the next two 
decades.  The state has relied heavily on general obligation bonds to fund 
the bulk of its major projects, but the pattern of borrowing money and 
paying it back from the General Fund is unsustainable given the scale of 
replacement and new infrastructure needed.  During times of shrinking 
revenues, growing general obligation debt service pressures other state 
programs and services.  Using general obligation debt also builds bad 
habits in budgeting, putting the emphasis on the construction phase and 
not accounting for the true costs of maintaining and operating an asset 
once it is built.  The state must find new ways to pay for and provide 
infrastructure to support its growing population and economy.  
California’s economic wounds will eventually heal, but the extent to 
which it recovers and thrives depends on the decisions and plans that 
state leaders make today. 
 
Given new expectations and advances in how government provides 
infrastructure and related services, California policy-makers must 
rethink the state’s process for infrastructure planning and delivery.  The 
state needs to set a vision for California – a vision of what it wants to 
achieve and what infrastructure is needed to move the state toward its 
goals.  California Legislators, the governor, and state agency and 
department heads must work together, facilitated by the Strategic 
Growth Council, to identify and prioritize needs to establish a state 
infrastructure strategic plan.  The plan should weave together important 
state goals, such as reduced traffic congestion, reduced greenhouse gas 
emissions, environmental sustainability and a thriving economy.   
 
A state plan must recognize and incorporate innovative methods to pay 
for and manage infrastructure assets.  Smarter management of existing 
state resources through implementing user fees in a way that shifts 
behavior toward desired outcomes can help the state meet its 
environmental goals at the same time generating revenue for 
maintenance or related projects.  This type of demand management has 
been incorporated successfully in other countries and, with technological 


C 
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advances such as toll collection transponders, for example, these 
practices can be integrated easily here.  One critique of the state’s 
estimates for the cost of needed infrastructure is that it assumes meeting 
future needs in the same way it has in the past, and basing projected 
infrastructure needs on an extrapolation of current and past per capita 
infrastructure spending.  Such a strategy puts too much emphasis on 
increasing the supply of infrastructure, rather than reducing demand.  In 
managing existing assets in new ways, the state can reduce the need to 
build additional infrastructure.   
 
The state also should take advantage of innovations in the role of the 
private sector in building projects or providing infrastructure services.  
Public-private partnerships have been embraced in other states and 
countries to build new assets or revamp or manage existing resources 
more efficiently, and in some cases, private sector capital or labor helped 
the government complete a project that otherwise would not have moved 
forward.  Public-private partnerships have enormous potential benefit, 
but they also come with added risks that must be understood and 
appropriately managed.  The state’s creation of the Public Infrastructure 
Advisory Commission brings some expertise to the table to help sort 
through potential issues with partnerships, but it is not enough.  The 
state needs an organization of full-time experts to represent the state on 
these complex contract negotiations in order to reap the real benefits 
that can be gained by partnering with the private sector. 
 
The current recession will eventually come to an end, and when it does, 
the state’s position in the world economy, and its leadership in creating a 
more sustainable environment, will depend on how well it has pursued 
its many goals.  Comprehensive infrastructure strategic planning and 
delivery can serve as a vehicle for California’s recovery, paving the way 
with broad planning and smart investment and asset management 
choices that will ensure economic vitality, environmental sustainability, 
and high quality of life in California for generations to come. 
 







APPENDICES & NOTES 
 


85 


 
 
 


 
 


 
 
 
 
 
 


 
 


Appendices & Notes 
 
 
 


 Public Hearing Witnesses 
 


 Public Meeting Witnesses 
 


 Environmental Goals and Policy Report 
 


 Notes 
 


 
 







LITTLE HOOVER COMMISSION 
 


86 







APPENDICES & NOTES 
 


87 


Appendix A 
 


Public Hearing Witnesses 
 
 


Public Hearing on Infrastructure Policy and Finance 
February 26, 2009 


 
Cynthia Bryant, Director, Governor's Office of 
Planning and Research 


Ellen Hanak, Director of Research and Senior 
Fellow, Public Policy Institute of California 


David Crane, Special Advisor on Jobs and 
Economic Growth, Office of the Governor 


Bill Hauck, President and Chief Executive, 
California Business Roundtable 


Daniel Curtin, Director, California 
Conference of Carpenters 


Ryan Orr, Executive Director, Collaboratory for 
Research on Global Projects, Stanford 
University 


David Dowall, Professor, Institute of Urban and 
Regional Development, University of California, 
Berkeley 


Ted Toppin, Consultant, Professional Engineers 
of California Government 


Karen Finn, Program Budget Manager, 
California Department of Finance 


 


 
 


Public Hearing on Infrastructure Policy and Finance 
March 26, 2009 


 
Nick Hann, Senior Managing Director, 
Macquarie Holdings (USA) Inc. 


Martin Wachs, Director, Transportation, Space 
and Technology, RAND Corporation 


Richard Little, Director, Keston Institute for 
Public Finance and 
Infrastructure Policy 


Irene Walsh, Managing Director, Infrastructure 
& Project Finance Advisory, Deloitte Corporate 
Finance LLC 


Bob Poole, Director of Transportation Studies, 
Reason Foundation  
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Public Hearing on Infrastructure Policy and Finance 


May 28, 2009 
 
Bob Huff, California State Senator and 
Vice Chair of the Senate Transportation 
and Housing Committee 
 


Alan Lowenthal, California State Senator and 
Chair of the Senate Transportation and 
Housing Committee 


Will Kempton, Director, California Department 
of Transportation 


Daniel Sperling, Professor of Civil Engineering 
and Environmental Science and Policy and 
Director of the Institute of Transportation 
Studies, University of California, Davis 
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Appendix B 
 


Public Meeting Witnesses 
 
 


Subcommittee Meeting on Infrastructure Policy and Finance 
January 22, 2009 


 
Tracy Arnold, Director for Jobs and Economic 
Growth, California Governor’s Office 


Richard Little, Director, Keston Institute for 
Public Finance and Infrastructure Policy, 
USC 


Allan Emkin, Consultant, CalPERS 
Infrastructure Program 


Farouki Majeed, Senior Investment Officer, 
CalPERS Infrastructure Program 


Tim Gage, Consultant, Blue Sky Consulting Jim Moose, Attorney (CEQA), Remy, Thomas, 
Moose and Manley LLP 


Ellen Hanak, Senior Fellow and Director of 
Research, Public Policy Institute of California 


Mark Paul, Senior Scholar and Deputy 
Director, New America Foundation California 
Program 


Michael Keston, Board Chairman, Keston 
Institute for Public Finance and 
Infrastructure Policy, USC 


Paul Rosenstiel, Deputy Treasurer, California 
State Treasurer’s Office, Public Finance 
Division 
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Subcommittee Meeting on Infrastructure Policy and Finance 
May 5, 2009 


 
Wally Baker, Chairman, Green Tech 
Foundation 


Wally Knox, Deputy Executive Director, 
External Relations, Port of Los Angeles 


Mike Christensen, Deputy Executive Director 
of Development, Port of Los Angeles 


Isaac Kos-Read, Director of Government 
Affairs, Port of Los Angeles 


Louise Dyble, Associate Director for Research, 
Keston Institute for Public Finance and 
Infrastructure Policy 


Arthur Leahy, Chief Executive Officer, Los 
Angeles County Metropolitan Transportation 
Authority 


Norm Emerson, Emerson & Associates Rich Macias, Director of Regional and 
Comprehensive Planning, Southern California 
Association of Governments 


Deirdre Flanagan, Keston Institute for Public 
Finance and Infrastructure Policy 


Marnie O’Brien Primmer, Executive Director, 
Mobility 21, The Southern California 
Transportation Coalition 


Lee Harrington, Executive Director, Southern 
California Leadership Council, L.A. County 
Economic Development Corp. 


Martin Wachs, Director of Transportation, 
Space and Technology, RAND Corporation 


Kim Kawada, Policy and Legislative Affairs 
Program Manager, San Diego Association of 
Governments 


 


 
 


Subcommittee Meeting on Infrastructure Policy and Finance 
June 30, 2009 


 
Tracy Arnold, Director for Jobs and 
Economic Growth, Office of the Governor 


Andre Boutros, Deputy Director, California 
Transportation Commission 


Larry Blain, Chief Executive Officer, 
Partnerships British Columbia 


Will Kempton, Director, California 
Department of Transportation 


Dale Bonner, Secretary, Business, 
Transportation and Housing Agency 


David Livingston, President and Chief 
Executive Officer, Infrastructure Ontario 


Jim Bourgart, Deputy Secretary for 
Transportation and Infrastructure, 
Business, Transportation and Housing 
Agency 
 


Bimla Rhinehart, Director, California 
Transportation Commission 
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Appendix C 
Environmental Goals and Policy Report 


By statute, the Environmental Goals and Policy Report is required to be maintained, reviewed, revised and 
submitted to the governor and Legislature every four years.  Before approval of the report, the governor must seek 
input from the Legislature, which can review the report by assigning it to a committee and holding hearings or 
taking other appropriate action.  The Legislature may then act by resolution to approve the goals as an indication of 
legislative intent, or it may make state findings and conclusions and offer changes to the goals and policies of the 
report.  The governor must consider the advice of the Legislature, and upon the governor’s approval of the report, 
must submit the final report to the Legislature, state agencies, departments and boards, federal agencies and to the 
chief executive officers of every city and county in the state. 


Once approved, the Environmental Goals and Policy Report is intended to do the following: 


1. Record approved goals, policies and decisions of state government related to statewide growth and 
development and the preservation of environmental quality. 


2. Advise the Legislature of statutory action required to implement state environmental goals and objectives. 


3. Inform other levels of government and the public at large of approved state environmental goals and 
objectives and the proposed direction of state programs and actions in achieving them. 


4. Provide a clear framework of goals and objectives as a guide to the preparation and evaluation of state 
functional plans. 


5. Serve as a basis for judgments about the design, location and priority of major public programs, capital 
projects and other actions, including the allocation of state resources for environmental purposes through 
the budget and appropriation process. 


The report is to serve as a guide for state expenditures, and the Office of Planning and Research must report to the 
governor and Legislature annually regarding implementation of the report’s provisions. 


Effective 2004, the statute was amended to require the Environmental Goals and Policy Report to be consistent with 
specific state planning priorities that are intended to promote equity, strengthen the economy, protect the 
environment, and promote public health and safety in the state, including in urban, suburban and rural 
communities.  The state planning priorities include the following: 


1. Promote infill development and equity by rehabilitating, maintaining and improving existing infrastructure 
that supports infill development and appropriate reuse and redevelopment of previously developed, 
underutilized land that is presently served by transit, streets, water, sewer and other essential services, 
particularly in underserved areas, and to preserving cultural and historic resources. 


2. Protect environmental and agricultural resources by protecting, preserving and enhancing the state's most 
valuable natural resources, including working landscapes such as farm, range and forest lands, natural 
lands such as wetlands, watersheds, wildlife habitats and other wildlands, recreation lands such as parks, 
trails, greenbelts and other open space, and landscapes with locally unique features and areas identified by 
the state as deserving special protection. 


3. Encourage efficient development patterns by ensuring that any infrastructure associated with development, 
other than infill development, supports new development that does all of the following: 


a. Uses land efficiently. 


b. Is built adjacent to existing developed areas to the extent consistent with specified priorities. 


c. Is located in an area appropriately planned for growth. 


d. Is served by adequate transportation and other essential utilities and services. 


e. Minimizes ongoing costs to taxpayers. 


Source:  California Government Code, Sections 65041 – 65049. 
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