MINUTES
State Allocation Board
May 27, 2009

Upon notice duly given, the monthly meeting of the State Allocation Board was held at the
California Department of Education Building, located at 1430 N Street, Room 1101, in
Sacramento, California on May 27, 2009 at 4:00 p.m.

Members of the Board present were as follows:

» Tom Sheehy, Chief Deputy Director, Policy, Department of Finance, designated
alternate for Michael Genest, Director, Department of Finance (DOF)

» Scott Harvey, Chief Deputy Director, Department of General Services, designated
alternate for Will Bush, Director, Department of General Services

» Kathleen Moore, Director, School Facilities Planning Division, California Department

of Education (CDE), designated representative for Jack O’Connell, Superintendent of

Public Instruction

Rosario Girard, President and CEO, Phoenix Construction Services, Inc., appointee

of Arnold Schwarzenegger, Governor of the State of California

Senator Alan Lowenthal

Senator Loni Hancock

Assembly Member Jean Fuller

Assembly Member Julia Brownley

Assembly Member Tom Torlakson

VVVVV VYV

Member of the Board absent was as follows:
» Senator Mark Wyland

Representative of the State Allocation Board (SAB) was as follows:
Rob Cook, Executive Officer

Representatives of the Department of General Services, Office of Public School Construction
(OPSC), were as follows:

Rob Cook, Executive Officer
Lisa Silverman, Chief of Fiscal Services
Juan Mireles, Program Services Policy Manager

Representative of the Department of General Services, Office of Legal Services, was as follows:
Henry D. Nanjo, Assistant Chief Counsel

With a quorum present, Tom Sheehy, Chair, called the meeting to order at 4:20 p.m.

Assembly Member Torlakson presented a Joint Legislative Resolution commending Ms. Lori L.

Morgan on her career and civic accomplishments during her 24-year tenure at the OPSC. The

Board thanked Ms. Morgan for her dedication and wished her much success in future endeavors.

In addition, the Chair introduced Ms. Laura Chick, who was appointed by the Governor as

Inspector General over the American Recovery Reinvestment Act of 2009 stimulus funds (Build

America Bonds), and who will be working closely with the SAB/OPSC/DOF on the accountability
of these bond funds.
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PRIOR MINUTES

A motion was made, and carried, to approve the Minutes for the March 25 and April 22, 2009 SAB
meetings. Assembly Member Brownley asked that the April 22, 2009 SAB meeting Minutes be
amended to reflect that she briefly attended that meeting and, therefore, abstained from voting on
the April 22, 2009 SAB Minutes.

EXECUTIVE OFFICER'S STATEMENT

The Executive Officer informed the Board of the following:

Build America Bonds

The School Facility Program (SFP) received $1.439 billion from the April Build America Bond sale
as follows:

$422.3 million for Proposition 47

$428.5 million for Proposition 55

$587.7 million for Proposition 1D
TOTAL from March and April sales: $1.98 billion.

The SFP has received more funding than any other infrastructure program from these two bond
sales (the next largest was Caltrans with $1.26 billion).

The Executive Officer also informed the Board that the $548 million available for Proposition 1D
from the sale of bonds that occurred in March is included in the $1.98 billion.

Fund Release Update

At the April 2009 SAB meeting, staff was requested to provide an update of the status of fund
releases. The OPSC is processing fund release requests totaling approximately $548 million from
the March bond sale. Eighty-one of 85 school districts have already received or will soon receive
their funds from the State Controller’'s Office. To date, staff has not identified any school districts
that were unable to recertify because of construction contract cancellations.

Fund Releases Total Requests Percentage
Projects 224 238* 94
Districts 81 85 95
Dollars $521,155,664 $548,266,000 95

*Of these, three re-certifications are in process, nine do not require certification, one is withdrawn,
and one is outstanding.

Although this information was provided in the Executive Officer’'s statement, the Chair asked the
OPSC to include a standing report regarding the Status of Funds Released in the agenda through
the end of the year. This report will assist the SAB in knowing how much funds have been released
to school districts on a monthly basis.
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EXECUTIVE OFFICER'S STATEMENT (cont.)

Mr. Harvey asked a question concerning shovel-ready projects and whether the OPSC has a
process that ensures that these types of projects cannot come into the OPSC for funding since
shovel-ready projects certify that they are funded with local dollars. The Executive Officer
responded that the OPSC has project tracking numbers. Mr. Harvey indicated that perhaps a
process needs to be developed with the Division of the State Architect (DSA). The Chair asked that
an analysis be developed and the DSA and the OPSC work with Mr. Harvey.

Public Comment

Mr. Tom Duffy, representing the Coalition for Adequate School Housing (CASH) organization,
addressed the Board and stated that the CASH organization does not support the shovel-ready
projects proposal. He indicated that this system of funding is unfair and has inconsistencies in its
process. The Chair asked that the CASH organization work with Mr. Harvey, the DSA and the
OPSC in developing the analysis as noted above.

High Performance Incentive Letter Update

On May 19, 2009, the OPSC e-mailed a letter to all school districts encouraging the use of the High
Performance Incentive Grant Program. There is approximately $88.7 million remaining in available
funding for qualifying schools. The letter contained links to the OPSC and DSA Web sites,
including the DSA Grid Neutral guidebook, Leadership in Energy and Environmental Design
(LEED), and Collaborative for High Performance Schools (CHPS). The May issue of the Building
Blocks publication will also contain information on High Performance opportunities.

On May 11, 2009, another letter on Grid Neutral Schools was sent to school superintendents
throughout California.

In an effort to maximize energy conservation, including the State’s dire water situation, Senator
Hancock asked that a more assertive measure be taken and that staff work with the Implementation
Committee and submit a letter to all school districts that convey specific recommendations (such as
low-flow toilets being incorporated into the planning portion of projects) to help conserve energy,
water and whatever else can be conserved. Ms. Jeannie Oropeza, representing the DOF,
responded to this request and stated to proceed with caution and not mandate conservation efforts
or the State might otherwise have to pay for those efforts. The Chair asked that Senator Hancock,
the OPSC, and the DOF work together on the letter but prior to sending the letter to school districts,
circulate the letter for the SAB to review.

In addition, Senator Hancock asked how does the Seismic and the High Performance funding get
divided? The Executive Officer responded that the funding is set aside in the bonds for both
programs.

Electronic Delivery of Agenda

In an effort to be green and streamline operations in the OPSC, staff is offering school districts the
option to receive electronic delivery of the Board books. School districts will be contacted by staff in
the near future to see if they wish to take advantage of this service.
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EXECUTIVE OFFICER'S STATEMENT (cont.)

The OPSC currently uses 30 cases of paper monthly to produce the Board books. By going to e-
books, the OPSC reduces paper usage, postage costs, and staff time. School districts will have
immediate access to get just the materials they want faster, better, cheaper. The OPSC
encourages subscribers to get this information free instead of paying $300 for an annual
subscription.

CONSENT ITEMS

In considering this item, the Board approved the consent calendar as presented.

EINANCIAL REPORTS

Status of Funds

Ms. Lisa Silverman, representing the SAB staff, presented the item to the Board. Although the
Board accepted the Status of Funds report as presented, Ms. Moore asked how the transfer of
$700 million to the New Construction category was reflected in the Status of Funds. The
Executive Officer responded that the dollars would be moved on an as-needed basis to avoid
arbitrage issues. The Board requested that staff reflect the movement of the $700 million to the
appropriate category and not note it as a footnote.

Financial Needs of the State Relocatable Classroom Program

In considering this item, the Board approved the staff's recommendations.

SPECIAL CONSENT ITEMS

Facility Inspection Tool

Ms. Masha Lutsuk, representing the SAB staff, presented the item to the Board and requested
that the effective date of the Facility Inspection Tool (FIT) be July 1, 2009. This date represents
the beginning of a new fiscal year and would ensure adequate time for Local Educational
Agencies to begin to utilize this document. In considering this item, the Board approved the
staff's recommendation, which was Option #1: Adopt the proposed revisions to the FIT. Ms.
Moore also noted that Mr. Brooks Allen, representing the American Civil Liberties Union,
submitted a letter in support of the FIT.

SPECIALS/APPEALS

Murrieta Valley Unified/Riverside 50/75200-00-010

In considering this item, the Board approved the staff's recommendations. Senator Lowenthal
stated that in this particular case there is no material inaccuracy not because the District returned
the funding, but that the costs were based on estimated costs and not actual costs. He further
indicated that that may not always be the case; therefore, the Board needs to address the
Material Inaccuracy policy. It was also indicated by Senator Lowenthal that the Implementation
Committee review the 60 percent commensurate issue.
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SPECIALS/APPEALS (cont.)

Aspire Public Schools/Los Angeles 54/64733-00-054

Mr. Juan Mireles and Ms. Barbara Kampmeinert, representing the SAB staff, presented this item
to the Board. The following individuals addressed the Board in support of the Aspire Public
School’s request:

e Mr. Charles Robitaille, Director of Real Estate for Aspire Public Schools; and
e Mr. Colin Miller, representing the California Charter Schools Association.

Ms. Moore asked for clarification from Aspire that the funding reduction would be in line with the
site acquisition costs and not the size of the site. Mr. Robitaille responded that the site
acquisition costs would be reduced, not the site size. In considering this item, the Board
approved Option #1, which reduces the preliminary apportionment for the AMLA project
(application number 54/64733-00-055) from $32,181,496 to $21,195,282 and approves an
unfunded preliminary apportionment for the Clarendon project (application number 54/64733-00-
054) in the amount of $31,073,722.

Distribution of Remaining Proposition 1D and 47 Charter School Funds

Mr. Juan Mireles and Ms. Barbara Kampmeinert, representing the SAB staff, presented this item
to the Board. Mr. Colin Miller, representing the Charter Schools Association, addressed the
Board in support of Option #3. Staff pointed out to the Board that under Option 3: 1) the charter
school information is outdated; 2) the charter schools must go through a financial soundness test
that is conducted through the California School Finance Authority (CSFA); 3) no new applicants
could compete; and 4) that the Charter School Program is very competitive. The Board engaged
in a discussion surrounding Option #3 and a motion was made to adopt Option #3, which would
allow for the continuance of funding using the original Proposition 1D list. The Chair requested a
roll-call vote and the motion failed per the following votes:

MEMBER AYE NAY ABSTAIN [ ABSENT
Senator Lowenthal X
Senator Hancock X
Senator Wyland X
Assembly Member Fuller X
Assembly Member Brownley X
Assembly Member Torlakson X
Scott Harvey
Kathleen Moore
Rosario Girard
Tom Sheehy
Total

Motion:
Carried
Failed X

XXX

w|X

The Board discussed Option #1 and Ms. Moore asked staff to confirm that the charter school
projects would be unfunded preliminary apportionment approvals. Staff responded that was
correct. A motion was made to adopt Option #1, which would require charter school participants
to submit updated information with their applications, the CSFA conduct financial soundness
tests, and staff utilizes the current funding system. The Chair requested a roll-call vote and the
motion carried per the following votes:
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SPECIALS/APPEALS (cont.)

MEMBER AYE NAY ABSTAIN ABSENT
Senator Lowenthal X
Senator Hancock X
Senator Wyland X

Assembly Member Fuller
Assembly Member Brownley
Assembly Member Torlakson X
Scott Harvey
Kathleen Moore
Rosario Girard
Tom Sheehy
Total
Motion:
Carried _X
Failed

X |[>x

N X XXX

Glendale Unified/Los Angeles 50/64568-00-007
This item was postponed to the June 2009 SAB meeting at the request of the Board.
State Allocation Board Mercy Clause

The Executive Officer presented this item to the Board. Senator Hancock suggested referring
this item to the Rules and Procedures sub-committee for further review with regard to “substantial
compliance.” Assembly Member Torlakson questioned if this would leave the SAB open to
litigation and indicated that staff look at narrowly drafted changes to statute regarding specific
situations. The Chair expressed a concern regarding the issue of bond validations and whether
or not the Attorney General's Office would think it problematic. Mr. Tom Duffy, representing the
CASH organization, addressed the Board in support of this item going to the sub-committee. He
also suggested that a second level of review be obtained; that the position of Assistant Executive
Officer acts independent of the OPSC and that position could be the second level of review or
even make the determination.

The Chair stated that he was happy with the Rules and Procedures sub-committee that Senator
Lowenthal put forward and that this particular sub-committee will help the Board operate more
efficiently. Assembly Member Brownley commented that some issues require longer
deliberations because perhaps all the members of the Board are not present and they wish to
provide input, that smaller issues do require time, focus, etc., and to remember that the SAB is an
appeals board. The SAB’s legal counsel informed the Board that there are general parameters
defining the scope of authority of administrative bodies like the SAB. He stated that the SAB has
limited powers and that actions in excess of the powers conferred are invalid and void.
Therefore, every action of the SAB, to be valid, must be based on a power either expressly or
impliedly conferred by the Constitution or statute. Any action of the SAB in excess of those
powers is void. Ms. Moore wanted to ensure that the appeal process is clear and concise for
school districts to follow, and indicated that the State Board of Education, which has the specific
statutory authority to waive certain regulations and sections of the Education Code, cannot waive
matters pertaining to the SAB. In considering this item, the Board agreed to: 1) send this item to
the Rules and Procedures sub-committee to seek recommendations on procedures regarding
appeals, substantial compliance, and Mr. Duffy’s suggestion as noted above to see if it has any
merit; and 2) request staff to provide a quarterly update on appeals.
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REGULATIONS

Seismic Mitigation Program

This item was postponed until the June 2009 SAB meeting at the request of the Board. However,
the Board did allow public comments on this issue.

The following individuals provided public comment to the Board:

Mr. Mark Winger, Superintendent of the Newhall School District;

Mr. Bill Savidge, representing the West Contra Costa Unified School District;
Mr. Terry Tao, representing Andelson, Atkinson law firm; and

Mr. Tom Duffy, representing the CASH organization.

Mr. Winger informed the Board that he has already retrofitted school buildings prior to the
enactment of the Seismic Mitigation Program. He asked the Board to look at the effective date of
this Program so he would be able to seek reimbursement for the school buildings that were on
the AB 300 list. He firmly believes that the AB 300 list was the trigger and that his District’s legal
counsel opinion states that the SAB can set the effective date for the Program. The Chair asked
Mr. Winger if he had done research on this issue and Mr. Winger replied that he had. The Chair
asked that Mr. Winger work with the DOF, the DSA, and the OPSC on an analysis that included
the number of districts (the universe) and a fiscal impact on the cost to the State and report back
to the SAB in the near future. Ms. Jeannie Oropeza, representing the DOF, asked if the SAB
would want to look at the complete picture, meaning expand the date to include building types.
Ms. Moore asked why would the DOF provide the fiscal impact and not the OPSC? The Chair
responded that the DOF needs to provide the fiscal impact and reassured Ms. Moore that the
OPSC and the DOF are working in concert on that issue. Assembly Member Brownley indicated
that there are plenty of school districts responding to the upgrade of their facilities and that
funding is not coming out of the seismic set aside.

Mr. Savidge indicated that the District is investing in its facilities and requested that the DSA and
the OPSC expand the building types. He also stated that the District currently has a project that
has earthquake/landslide problems and perhaps that the landslide issue be included in the
review. Mr. Harvey suggested that perhaps a future bond issue would have a robust amount of
funding set aside for seismic projects.

Because of the lateness of the SAB meeting, the Board asked if Mr. Tao would be providing
public comments at the June 2009 SAB meeting regarding the seismic issue. He stated that he
would and wanted the Board to know that the Morongo Unified School District has a project with a
2.2 ground shaking intensity. Again, the Board reiterated that staff would be looking at the
building type categories.

Mr. Duffy thanked the Board for this item and stated that he believed the item could go further.
He invited the OPSC, the DSA, and the Seismic Safety Commission to have a dialogue on what
could really work (i.e., establish a pipeline up to the $199.5 million and beyond; pipeline for future
bonds). He also stated that everyone needs to get together to ensure that there is a full and
thorough understanding. The Chair stated that there might be push back from the Administration
beyond the $199.5 million due to the State’s current financial condition. The Chair also reminded
the need for continued transparency especially since the State Architect has the authority to bring
forth recommendations and asked that the DOF stay within the $199.5 million set aside for
seismic. In addition, the Chair stated that the OPSC and the DOF will work together and look at
processes, constraints, etc.
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REGULATIONS (cont.)

Seismic Mitigation Program (cont.)

Finally, Ms. Moore stated to not put safety behind the numbers; rather, put the safety behind the
policy.

Implementation of Senate Bill 1556

In considering this item, the Board approved the staff's recommendations.

REPORTS
Department of Finance, Office of State Audits and Evaluations Report

Mr. David Botelho and Ms. Mary Kelly, both representing the DOF, introduced this item to the
Board. There was substantial discussion surrounding this report. Senator Lowenthal strongly
objected to the report and stated that he personally rejects the report itself and would like the
Board not to accept the report. The Chair expressed concerns that if the Board were to take a
formal adverse action on this report the wrong message would be sent to the taxpayers, who
would otherwise support future bonds, and particularly since the SAB is the steward of those
bond funds. Further, the Chair stated that he disagreed with rejecting the report and that he
wanted to put into the record the response letter from the DOF to the Superintendent of Public
Instruction (SPI) as well as the Little Hoover Commission report, dated August 2007, which
pointed out the same concerns as the Office of State Audits and Evaluations report. Ms. Moore
indicated that what is reflected in the report makes accusations of the lack of objectivity on the
part of the SAB and the conflict of interest issue on the SPI's delegate. Yet Mr. Harvey pointed
out that this report should serve as a reminder to the SAB, especially in this era of transparency
that the Board should be aware of potential conflicts and potential overrides of control and not get
stuck on terms that state potential and not fact. After considerable discussion, a motion was
made to not accept the report as it relates to the overriding controls and the lack of objectivity, or
the role of the Board and the role of the SPI's representative, but to refer the portions of the report
that deal with the responsibility and authority and efficiencies to the Rules and Procedures sub-
committee to further review for implementation. The Chair requested a roll-call vote and the
motion carried per the following votes:

MEMBER AYE NAY ABSTAIN ABSENT

Senator Lowenthal X
Senator Hancock X
Senator Wyland X
Assembly Member Fuller X
Assembly Member Brownley X
Assembly Member Torlakson X
Scott Harvey X
Kathleen Moore X
Rosario Girard X
Tom Sheehy X
Total 7 1 2
Motion:

Carried _X

Failed
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REPORTS (cont.)
Department of Finance, Office of State Audits and Evaluations Report (cont.)

Mr. Tom Duffy, representing the CASH organization, addressed the Board and stated that there is
a lot of negativity in the report. Mr. Duffy stated that this all began after a consulting group
(Macias Consulting Group) was hired to come in and look at the cost of construction and during
that time, was also asked to look at the financial hardship program. He indicated that the CASH
organization found the consulting group to be non-listeners and that the group did not understand
construction issues so there was a natural difference in points of views. He further stated that
when the DOF review on the hardship program came about, the CASH organization did not really
know what was going to happen but believed the report was only coming back on the hardship
program. The Chair asked how these comments relate to the matter at hand. Mr. Duffy
responded that it was germane to the review of what was happening in the OPSC and these
really wimpy audit procedures that have been identified. Mr. Duffy further responded that the
CASH organization objects to this entire report and that there is a fundamental divide. The Chair
asked if that it is the CASH organization’s position that it objects to the entire report. Mr. Duffy
stated yes, the CASH organization does but it does not object to being transparent and in making
sure that all are accountable. The Chair responded to Mr. Duffy he may want to double-check
with the CASH membership because they may not want to send a message to the general public
that it does not support transparency and good controls for State bond funds. Mr. Duffy stated
that the CASH organization is in agreement that there needs to be transparency with the public
because school districts get audited every year and those audits are done before a board and
there are citizen oversight committees. He further stated the CASH organization believes that
there are issues that are not issues for school districts that come out of the Executive Order.
Further, he indicated that the CASH organization believes that the Little Hoover Commission
report regarding the SAB is a biased report as well.

Discussion Item Postponement/Withdrawal Frequency
The Board accepted the report.
General Obligation Bond Report

The Board accepted the report.

INFORMATION/REFERENCE

SAB Meeting Dates for the Calendar Year 2009

School Facility Program New Construction and Modernization Unfunded Approvals List
Through April 22, 2009

School Facility Program Workload List - Applications Received Through May 15, 2009
Emergency Repair Program — Applications Received Through May 19, 2009

Facility Hardship/Rehabilitation Approvals Without Funding List as of April 22, 2009



SAB Minutes -10- May 27, 2009

CLOSED SESSION

At 6:40 p.m. and in accordance with Section 11126(a)(1), the Board convened into closed
session for the purpose of discussing a matter relating to personnel. The Chair asked staff and
the SAB'’s legal counsel to leave the closed session; therefore, there was no legal representation
or guidance for the SAB.

Upon conclusion of the closed session, the Board reconvened into open session at 6:48 p.m.

The Chair announced that the Board unanimously appointed Ms. Susan Ronnback to the position
of Assistant Executive Officer to the SAB on an interim basis (until August 2009).

ADJOURNMENT

There being no further business to come before the Board, the Chair adjourned the meeting at
7:42 p.m.

2R (5%

ROB COOK, Executive Officer




