MINUTES
State Allocation Board
April 28, 2010

Upon notice duly given, the monthly meeting of the State Allocation Board was held in Room
4203 of the State Capitol in Sacramento, California on April 28, 2010 at 4:00 p.m.

Members of the Board present were as follows:

» Cynthia Bryant, Chief Deputy Director, Policy, Department of Finance,
designated representative for Ana Matosantos, Director, Department of Finance

» Scott Harvey, Chief Deputy Director, Department of General Services, designated
representative for Ron Diedrich, Acting Director, Department of General Services
(DGS)

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

Department of Education, designated representative for Jack O’Connell,

Superintendent of Public Instruction

Lyn Greene, appointee of Arnold Schwarzenegger, Governor of the State of

California

Senator Alan Lowenthal

Senator Loni Hancock

Senator Bob Huff

Assembly Member Jean Fuller

Assembly Member Julia Brownley

Assembly Member Mary Hayashi
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Representatives of the State Allocation Board (SAB) were as follows:

Lisa Silverman, Acting Executive Officer
Lisa Kaplan, Assistant Executive Officer

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

Lisa Silverman, Acting Executive Officer
Juan Mireles, Policy Manager, Program Services

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

With a quorum present, Ms. Bryant, Chair, called the meeting to order at 4:06 p.m.

PRIOR MINUTES

A motion was made to approve the Minutes for both the February 24 and March 24, 2010 SAB
meetings. However, Senator Huff recused himself from voting on the March 24, 2010 SAB
Minutes because he was not in attendance at that meeting. The Chair called for a roll-call vote to
approve both the February 24 and March 24, 2010 SAB meeting Minutes and the motion carried
per the following votes:



SAB MINUTES -2- April 28, 2010

PRIOR MINUTES (cont.)

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

Assembly Member Fuller
Assembly Member Brownley
Assembly Member Mary Hayashi X
Scott Harvey
Kathleen Moore
Lyn Greene
Cynthia Bryant
Total
Motion:
Carried _X_
Failed

XX

~N XX XX

EXECUTIVE OFFICER'S STATEMENT

The Acting Executive Officer informed the Board of the following:

Update on March Bond Sales and Activation of Unfunded Approvals

The March bond sales provided over $1.35 billion in bond proceeds to fund school construction
projects. As part of this Agenda, Tab #9, the Board considered an item to activate unfunded
approvals and provide State apportionments using these funds. This is the second time in 2010
that the Board has had the opportunity to provide apportionments.

Earthquake

On April 4, 2010, there was a magnitude 7.2 earthquake in Baja California, Mexico. The OPSC
conducted outreach calls to districts in Imperial County to determine if any school facilities were
damaged and to offer assistance. In this Agenda, there was an emergency item, pursuant to
Government Code Section 11125.3, that allowed the Board to fully discuss Emergency
Earthquake Relief Measures.

OPSC Tentative Workload Plan

For purposes of transparency and workload management, the OPSC attached a tentative 90-day
workload plan for future SAB meeting agendas. The Acting Executive Officer highlighted two
items that will be coming forward at the May SAB meeting: 1) proposed regulations for the High
Performance Incentive Grant Program, and 2) proposed regulations for the Financial Hardship
Re-reviews. It was noted that any items added to this calendar could result in other items being
postponed to a future meeting. The OPSC sought Board approval in adopting this agenda plan.
Mr. Harvey congratulated the Chair and staff for bringing the Workload Plan forward and
reiterated that if items are added to the agenda, other items may need to be postponed in order to
not overload the Agenda. Ms. Moore expressed concern over taking action on the item when it
had not been formally agendized. The Chair responded that the intention for including the
Workload Plan was to show the upcoming workload and not necessarily approve it. The SAB’s
legal counsel also clarified that the Workload Plan was included on the alphabetical listing and,
therefore, action could be taken as well as input provided to staff.

Tax Certification Process for Bond Sales

Prior to the release of funds to school districts for apportionment, the OPSC must execute a tax
compliance certificate certifying to the use of bond proceeds. The tax compliance certificate
addresses how the bond proceeds will be used, the expected timing of expenditures, whether any
proceeds will be subject to private activity use, a representation regarding reimbursement of prior
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EXECUTIVE OFFICER’'S STATEMENT (cont.)

Tax Certification Process for Bond Sales (cont.)

expenditures, as well as other various requirements. Bond counsel requires this certificate in
order to provide a tax-exempt opinion regarding the bonds. The OPSC established a new
process of submitting the certification in advance of the SAB meeting; the process can be
completed in five days.

Miscellaneous

On behalf of the DGS, Mr. Harvey introduced and welcomed Mr. Lance Davis as the SAB’s new
legal counsel. Mr. Harvey recognized and thanked Mr. Henry Nanjo for his services.

OPSC EMERGENCY EARTHOUAKE RELIEF MEASURES

The Chair introduced the emergency item regarding the recent earthquake and the relief
measures provided by the OPSC. The Chair provided information on the extensive damage that
the Calexico Unified School District sustained, as well as the outreach efforts taken by the OPSC.
It was noted that representatives from the California Emergency Management Agency (Cal-EMA)
as well as the Division of the State Architect (DSA) have also been working closely with the
school district(s) performing preliminary damage assessments. It was further noted that on

April 13, 2010, Governor Arnold Schwarzenegger declared a State of Emergency in Imperial
County and signed Executive Order S-06-10.

The Chair stated that pursuant to Government Code Section 11125.3, which permits the SAB to
hear items of business not noticed as part of the Agenda, and upon a finding by a majority vote of
the members that an emergency situation, such as a crippling disaster that severely impacts
public health or safety or both, or upon a finding by a two-third vote of the members that there
exists the need to take immediate action and that the need for action came to our attention
subsequent to the Agenda being noticed. The Chair recommended that the SAB make both
findings: 1) to consider the activation of funding of the Calexico Unified School District, Project
No. 57/63099-00-003, and 2) to provide other options to other school districts impacted by the
earthquake including, but not limited to, the San Pasqual Valley Unified School District, Project
No. 57/63214-00-001. The Chair called for a roll-call vote to hear the emergency item and the
motion carried per the following votes:

MEMBER AYE NAY ABSTAIN [ ABSENT

Senator Lowenthal X
Senator Hancock
Senator Huff
Assembly Member Fuller
Assembly Member Brownley X
Assembly Member Mary Hayashi X
Scott Harvey
Kathleen Moore
Lyn Greene
Cynthia Bryant
Total
Motion:

Carried X

Failed

XXX

~N XX XX

The Acting Executive Officer continued to inform the SAB regarding the earthquake relief
measures. It was stated that the OPSC coordinated with Cal-EMA and the DSA to accurately
identify the extent of the K-12 school facility damages and contacted school districts in San Diego
and Riverside Counties as well. To date, there have been no requests for funding from school
districts in San Diego and/or Riverside Counties.
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OPSC EMERGENCY EARTHQUAKE RELIEF MEASURES (cont.)

The OPSC has been working with the Imperial County school district officials to determine the
best funding option for both the Calexico Unified and San Pasqual Valley Unified School Districts.
The OPSC requested that the SAB provide State apportionments to the projects listed on the
School Facility Program (SFP) Activation of Unfunded Approvals items, in Tab #9, which would
include recommendations for State apportionments for the Calexico Unified School District,
specifically the Calexico High School modernization project. The OPSC would be able to
immediately process the Calexico Unified School District’s fund release request and authorize the
State Controller’s Office to immediately release the funds to the District within two days. The San
Pasqual Valley Unified School District has requested the SAB to consider the acceleration of
apportionment for the San Pasqual Valley High School modernization project. The funding of this
project is not in the staff's recommendation as it cannot be directly linked as a result of the
earthquake and it would create an inequity issue. The OPSC has outlined other options for the
San Pasqual Valley Unified School District in the Priorities in Funding item, in Tab #8, should the
Board wish to explore funding due to health and safety reasons for this project. Further, it was
stated that there are State relocatable classrooms available from the State Relocatable
Classroom Program to assist the San Pasqual Valley Unified School District. If the District were
to use these relocatables, their eligibility would not be impacted.

The Acting Executive Officer recommended approval of the Calexico High School modernization
project, deny the San Pasqual Valley Unified School District’'s request to accelerate the
apportionment for the San Pasqual Valley High School modernization project but offer five State
relocatable classrooms on a temporary basis for $1 per relocatable/year with no moving or
installation costs to the District in order to house students displaced by the earthquake. The
Chair asked for public comment.

Public Comment

e Ms. Vivia Arellano, Business Manager for the Calexico Unified School District, addressed the
SAB and expressed thanks for all of the support and efforts from agencies that the District
has received. She stated that the rebuild and replace phases have started, and that the
District continues to provide instruction through cyber programs or remote facilities.

e Mr. Dave Schoneman, Superintendent for the San Pasqual Valley Unified School District,
addressed the SAB regarding soil liquefaction issues that have caused significant foundation
damage. Mr. Schoneman stated that the District is at risk if there were to be further seismic
activity. The Chair asked if the gymnasium floor was damaged because of the earthquake or
on-going soil liquefaction problems. Mr. Schoneman responded that the gymnasium floor
damage is primarily due to soil issues in conjunction with the seismic activity. Mr. Harvey
asked Mr. Schoneman if he would be satisfied to address the District’s issue through the SFP
Activation of Unfunded Approvals item because the soil issue could not be directly linked to
the earthquake. Mr. Schoneman responded he was in agreement.

Senator Hancock expressed that she would like the SAB to move forward in approving the San
Pasqual Valley Unified School District’s funding request and she also stated that in 2008 an
engineering report reflected that some of the buildings were in imminent danger of collapse but
the District wasn’'t aware of the funding available under the Seismic Mitigation Program.
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OPSC EMERGENCY EARTHQUAKE RELIEF MEASURES (cont.)

Senator Lowenthal made a motion, and it was seconded, to approve the staff's
recommendations. The Chair called for a roll-call vote and the motion carried per the following
votes:

MEMBER

Senator Lowenthal
Senator Hancock
Senator Huff
Assembly Member Fuller
Assembly Member Brownley
Assembly Member Hayashi
Scott Harvey
Kathleen Moore
Lyn Greene
Cynthia Bryant
Total
Motion:

Carried X

Failed
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The Chair requested that staff continue with its due diligence in working with all the school
districts in the affected area, and requested that a follow-up action item be agendized for the May
SAB meeting which would provide an update on the earthquake relief measures.

CONSENT ITEMS

Senator Hancock made a motion, and it was seconded, to approve the Consent calendar. The
Chair called for a roll-call vote to approve the Consent calendar as presented and the motion
carried per the following votes:

MEMBER

Senator Lowenthal
Senator Hancock
Senator Huff
Assembly Member Fuller
Assembly Member Brownley
Assembly Member Hayashi
Scott Harvey
Kathleen Moore
Lyn Greene
Cynthia Bryant
Total
Motion:

Carried _X

Failed
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FINANCIAL REPORTS

Status of Fund Releases

The Acting Executive Officer presented this item to the Board, and the Board accepted the Status
of Fund Releases report as presented.
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FINANCIAL REPORTS (cont.)

Status of Funds

The Acting Executive Officer presented this item to the Board, and the Board accepted the Status
of Funds report as presented.

SPECIAL CONSENT

Charter School Facilities Program Agreements- Additional Versions

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

SPECIALS/APPEALS

Priorities in Funding

Mr. Juan Mireles, representing the SAB staff, presented this item to the Board. Mr. Mireles
provided a detailed background of the OPSC'’s current process for funding projects and continued
to present the three options outlined in the Board item. He stated that Option #1 would be take
no action: continue to make apportionments sequentially from the Unfunded List; Option #2
would award conditional apportionments to all projects on the Unfunded List; and Option #3
would prioritize apportionments to projects that are ready to submit fund releases. Mr. Harvey
stated that he appreciated the idea of a “pilot” program and stated his support for Option #3. He
also suggested that the OPSC move forward without regulatory changes. Senator Lowenthal
also agreed with Option #3, but questioned the amount of time necessary for the regulatory
process. The SAB'’s legal counsel responded that the regulatory process normally takes four to
six months for completion unless there is justification for emergency regulations, which could
reduce the amount of time. Assembly Member Fuller stated her support for Option #2 because it
allows for the most expedient way to get the funding out on the street and the school districts
understand the process outlined in Option #2. Senator Hancock also stated her support for
Option #3 and stated that it was suggested to her that it would be possible to do a policy change
rather than a regulatory change. She further suggested that if the policy change was done as a
“pilot” program, staff could collect data and report back so that the Board could make a definitive
final policy at the end of the time. It was at this time the Chair asked for public comment.

Public Comment

e Mr. Tom Duffy, representing the Coalition for Adequate School Housing (CASH) organization,
addressed the Board regarding his concerns over the longstanding tradition of date order.
He stated that the CASH organization surveyed its members as to how soon school districts
would be able to come in for the dollars, and about 77 percent responded that they could
come in within a 60-day period. Mr. Duffy also stated the willingness to work with the OPSC,
the SAB, and school districts in order to explore what would work. Further, he asked that the
SAB consider a few things: 1) that there is no precedent being set here; 2) that every school
district gets to participate, not just one or two school districts; and 3) that there be a time limit
on the “pilot” program.

e Mr. Richard Lyon, representing the California Building Industry Association, addressed the
Board and stated that there is a distinct difference between Options #2 and #3. There are
known factors here: there is $400 million available; there is about $1.2 billion worth of
projects; so there is a known demand for the dollars. Although he stated support for both
Options #2 and #3, the preference was support for the seamlessness of Option #2. He
further suggested that in the interest of time, implementing Option #2 by way of policy or
“pilot” program would be preferred rather than by regulatory changes.
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SPECIALS/APPEALS (cont.)

Priorities in Funding (cont.)

Ms. Moore stated that there needs to be certainty in that this is not precedent setting and that it
would truly be a “pilot” program where data would be gathered and there would be thoughtfulness
in any future process. She also stated her support for Option #3 as it is in alignment with the
integrity of the unfunded list. Senator Hancock made a motion to adopt Option #3 as a “pilot”
program for the $415 million and requested staff to collect data and report back on how many
projects dropped back or moved up and why the projects got dropped. Assembly Member Fuller
suggested that Senator Hancock’s motion be modified to default to Option #2 should regulatory
changes be necessary. The Chair established a sub-committee consisting of Mr. Harvey,

Ms. Moore, and the Chair in order to listen to concerns (i.e., small school district issues,
financial/facility hardship project issues, the number of days to submit a fund release whether it
be 60, 75 or 90 days) and to discuss possible policy changes and/or potential regulatory changes.

School Facility Program Activation of Unfunded Approvals

Mr. Juan Mireles, representing the SAB staff, presented this item to the Board. Mr. Mireles
provided a detailed description of the Board item. The Acting Executive Officer outlined the
recommendations in the report and stated that staff would bring forward proposed regulations to
the May 2010 SAB meeting regarding financial hardship re-reviews. Ms. Moore commented that
it was necessary to draw the funding line at $960 million in order to fund all projects in date order
but after that, projects would be funded according to fund source which would lead to projects
being skipped over. She made a motion, and it was seconded, to approve State apportionments
in the amount of $199,316,120 to the financial hardship projects identified in staff's
Recommendation No. 2, and this would be consistent with the Board’s action of

February 24, 2010, that would hold financial hardship projects harmless in the same manner as
all other projects during the State’s fiscal crisis, and find that these apportionments and future
apportionments provided to the financial hardship projects that receive unfunded approvals due to
the State’s fiscal crisis, while the State has bonding authority, are not contingent on a re-review of
the district’s available contribution. Further, the provisions of Regulation Section 1859.81
regarding a re-review of the available local contribution do not apply to these projects and the
legal rational for this is the Board is able to interpret its own regulations through legislative
counsel and indeed that Regulation Section 1859.81 is only triggered when the State funds are
exhausted, a condition that does not exist today. The Chair called for a roll-call vote and the
motion carried per the following votes:

MEMBER A

Senator Lowenthal
Senator Hancock
Senator Huff
Assembly Member Fuller
Assembly Member Brownley
Assembly Member Hayashi
Scott Harvey X
Kathleen Moore
Lyn Greene
Cynthia Bryant X
Total 8 1 1
Motion:

Carried X

Failed
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Ms. Moore made a second motion, and it was seconded, to approve staff's Recommendation
Nos. 1 and 3, which would provide State apportionments in the amount of $761,421,871 for all
projects listed on Attachment A and not require a financial hardship re-review; and find that these
project apportionments are not considered full and final until such time the Board has made the
adjustment to the new construction grant, pursuant to Education Code Section 17072.11(b).
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SPECIALS/APPEALS (cont.)

School Facility Program Activation of Unfunded Approvals (cont.)

The Chair called for a roll-call vote and the motion carried per the following votes:

MEMBER

Senator Lowenthal
Senator Hancock
Senator Huff
Assembly Member Fuller
Assembly Member Brownley
Assembly Member Hayashi
Scott Harvey
Kathleen Moore
Lyn Greene
Cynthia Bryant
Total
Motion:

Carried _X_

Failed
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Mr. Harvey stated that it was agreed to discuss the projects for the San Pasqual Valley Unified
School District during the discussion of this agenda item. The Acting Executive Officer explained
that there are three projects (50/63214-00-001, 002, and 57/63214-00-001) for the San Pasqual
Junior High, San Pasqual Valley Elementary School, and the San Pasqual Valley High School
sites. The Junior High and Elementary School sites were not impacted by the earthquake but it
was noted earlier in the meeting that the High School site soil liquefaction issues were
exacerbated due to seismic activity. The Chair requested that staff continue to work with the San
Pasqual Valley Unified School District to develop possible solutions that address the soil
liquefaction issues and determine the funding necessary to address those issues. The Board
requested that an item be presented at the May 2010 SAB meeting.

REPORTS
High Performance Incentive Grant Funding

Mr. Brian LaPask, representing the SAB staff, presented this item to the Board. Mr. LaPask
provided background on the High Performance Program, including a detailed update of the High
Performance Incentive (HPI) grant funding. He explained that at the February 2010 SAB meeting
the Board requested that staff convene a workgroup to examine the HPI grant and since then
staff conducted three workgroup meetings in addition to presenting a regulatory proposal to the
April 2010 Implementation Committee meeting. It was further noted that staff would develop
proposed regulations for the May 2010 Implementation Committee meeting and then bring those
forward to the May 2010 SAB meeting for approval. The Chair asked for public comment on this
issue.

Public Comment

e Mr. Duffy, representing the CASH organization, addressed the Board and urged the Board to
consider the “starter incentive” grants ($250,000), plus utilizing the OPSC proposal to
motivate usage for the HPI Program.



SAB MINUTES -9- April 28, 2010

REPORTS (cont.)
High Performance Incentive Grant Funding (cont.)

Public Comment (cont.)

e Mr. Rob Samish, representing Lionakis-Beaumont Architects, addressed the Board regarding
school districts that have little interest in the HPI Program because going through the point
system, they think the funding is between $9,000 and $25,000 and that is not worth the effort.
He stated that another reason is that there is not much modernization data on green; there is
not much in the nation.

e Ms. Anna Ferrera, representing the County Schools Facilities Consortium, addressed the
Board in support of an examination of the impact of these proposals on financial hardship
districts (county offices of education). Financial hardship districts and county offices of
education want to build green but are limited because of the constraints with financial
hardship requirements.

Senator Hancock recommended to direct staff to return to the May 2010 SAB meeting with
proposed regulations for the Board to take action on and incorporate the following: adopt the
point revisions and the suggestions of the OPSC coupled with a $250,000 “starter grant” (for both
new construction and modernization) as an investment in data collection for the State and an
incentive for school district participation. This would help school districts cover the up-front costs
associated with the more complicated design planning and would also off-set some of the hard
costs associated with the more sophisticated energy efficiency equipment/systems. Senator Huff
also asked that staff examine the match for the HPI Program grants to ensure legal compliance.

The Board accepted the report.

INFORMATION/REFERENCE

State Allocation Board Meeting Dates for the 2010 Calendar Year

School Facility Program Unfunded List as of January 27, 2010

School Facility Program Workload List of Applications Received Through April 14, 2010
Emergency Repair Program Unfunded List as of March 24, 2010

Emergency Repair Program Workload List of Applications Received Through
April 8, 2010

Facility Hardship/Rehabilitation Approvals Without Funding as of March 24, 2010

ADJOURNMENT

The Chair reminded the Board members and the audience that the next scheduled SAB meeting
would be May 26, 2010, and thanked the Senate Rules Committee and the Senate Sergeants
Office for allowing the SAB meetings back into Room 4203 (the John Burton Hearing Room) and
keeping the doors open for public access to the meeting. There being no further business to
come before the Board, the Chair adjourned the meeting at 6:28 p.m.
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LISA SILVERMAN, Acting Executive Officer
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