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IZI Initial Analysis

m Before a statewide initiative can be circulated for signatures,
state law requires our office to work with the Department of
Finance to prepare a joint estimate of the measure’s fiscal
impact on the state and local governments.

® A summary of the estimated fiscal impact is included on the
petition that is circulated for signatures.

m The fiscal analysis must be completed within 50 calendar
days from when the proponents submit the initiative to the
Attorney General.

IZ Voter Guide Analysis

m Once a measure has received the required number of
verified signatures and qualified for the ballot, state law
requires our office to provide an impartial analysis of it.

m Our office currently is in the process of preparing our analysis
of the school bond measure.
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LAO=
memememome:. Otate Financing of Infrastructure Projects

M State Typically Funds Long-Term Infrastructure Projects
Through Borrowing

IZ General Obligation Bonds Most Common Method of
Borrowing

m  Must be approved by a majority of voters.

m Their repayment is guaranteed by the state’s general taxing
power. Due to the very low risk of default, general obligation
bonds tend to have relatively low interest rates and be among
the least expensive forms of borrowing for the state.

|Zl State Uses General Obligation Bonds to Fund Variety of
Infrastructure Projects

m State has approved $103 billion in general obligation bonds
since 2000.

m These bonds fund a variety of infrastructure projects,
including school facilities, transportation projects (such as
state highways), and resource projects (such as water quality
projects).

®  Once approved by voters, the Treasurer is tasked with selling
the bonds.

m State repays general obligation bonds using General Fund
dollars.
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L. AO 2\ State Financing of Infrastructure Projects
e~ (Continued)

LEGISLATIVE ANALYST’S OFFICE

® In 2016-17, the state will pay an estimated $5.3 billion
(General Fund) in total general obligation bond debt service.
This represents 4.4 percent of estimated state General Fund

spending in 2016-17.

m Over the past ten years, the state’s debt-service ratio (that is,
annual debt-service costs as a share of total annual General
Fund spending) has ranged from a low of 3.9 percent (in
2007-08) to a high of 6.1 percent (in 2009-10).
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LAOﬁ Financing School and
it AN e Community College Facilities

IZ[ State and Local Partnership

m Under the current facility programs, the cost of constructing
and renovating facilities is generally shared by the state and
school and community college districts.

M Voters Have Approved $40 Billion in State General
Obligation Bonds Since 1998

m Voters have approved four statewide bonds over the past
20 years (1998, 2002, 2004, and 2006).

m The 2016-17 Governor’s Budget estimates the state will pay
$2.6 billion in debt service for school and community college
projects. This represents 2.1 percent of estimated state
General Fund spending in 2016-17.

IZ[ State Bond Funding Has Been Effectively Exhausted

m The state effectively exhausted bond funds for community
colleges in 2010 and for schools in 2012.
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LAOEE Financing School and
=& Community College Facilities (Continued)

LEGISLATIVE ANALYST'S OFFICE

IZ[ School and Community College Districts Use Variety of
Local Financing Options

m Local General Obligation Bonds. Primary source of local
revenue for school and community college facility projects.

— Can be authorized with approval of 55 percent of voters.
— Are repaid by increasing property tax rates.

— Since 1998, voters have approved $95 billion in local
general obligation bonds for school and community
college facilities. Over the same period, schools and
community colleges have sold $87 billion in general
obligation bonds.

m Developer Fees. State law allows school districts to impose
fees on developers to help with school facility construction

costs.

— Approximately $10 billion in developer fees have been
collected since 1998.

m  Other Local Sources. School and community college
districts may generate funds for facilities in a few other ways,
including creating special property tax assessment districts
and enacting parcel taxes.
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LAO=
LEGISLATIVE ANALYST’S OFFICE K'12 SChOOI FaCIlltleS Program

M State Created Program in 1998

m Provides funding for school facilities primarily through
per-student grants.

m Requires local contribution from most school districts. Local
share varies by project type, with a 50 percent share for
new construction and a 40 percent share for modernization
projects.

m If a district cannot afford its local share, they can apply for
state hardship funding of up to 100 percent of the project
cost.

m Districts submit project proposals to the State Allocation
Board, which determines whether projects meet all
requirements for funding.

® From 1998 to 2010, awards were largely provided on a
first-come, first-served basis. Beginning in 2010, available
bond funds were prioritized for school districts that could
enter into binding contracts for their projects within 90 days of
receiving state funding.
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LAOA
K-12 School Facilities Program  (Continued)

M Voters Have Approved $36 Billion in State Bond Funds for
School Facilities Program Since 1998

IZI Funds Have Been Designated for Specific Types of Projects

School Facilities Program

New Construction Funds new construction, including site acquisition. $16.0
Modermization Funds major renovations and repairs for buildings more than 25 years old. 11.0
Overcrowding Relief® Funds a variety of projects designed to reduce overcrowding, including replacement 5.8

of portable classrooms with permanent classrooms and the construction of new
classrooms to reduce class size.

Charter Schools Funds new and modernied charter school facilities. 0.9
Career Technical Education Funds new and modernizied career technical education facilities. 0.5
Other Provides funding for joint school/community use, hardship funding for schools 1.3
posing an imminent health and safety threat to students, and environment-friendly
projects.
Total $355

2 Reflects total state bond funding approved by voters since 1998, the inception of the program.
b Includes funding for Overcrowded Relief Grants, Critically Qvercrowded Schools, and the Class Size Reduction Program.
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LAO-=
Gaomenarersoms. COMMUNity College Facility Projects

IZI Projects Approved Through State Budget Process

m  Community college districts submit facility requests to the
Chancellor’s Office.

m  The Chancellor’s Office selects which projects to submit to
the state based on a set of established priorities.

— Top priorities include life safety projects, necessary
equipment for recently completed projects, seismic
updates, and projects to prevent building failure.

— Remaining funds are used for projects to increase
instructional capacity and modernize instructional space.

— Projects with larger local contributions receive higher
priority.

m The Governor and Legislature approve specific projects in
the annual budget act.

IZ Voters Have Approved $4 Billion in State Bond Funds for
Community College Facilities Since 1998

LEGISLATIVE ANALYST'S OFFICE 8
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L AO A\ Overview of 2016
-t School Facility Bond Measure

LEGISLATIVE ANALYST'S OFFICE

|Z[ Provides $9 Billion for Schools and Community Colleges
m  $7 billion for school facilities.

$3 billion for new construction.

$3 billion for modernization.

$500 million for career technical education facilities.

$500 million for charter school facailities.

m  $2 billion for community college facilities.

IZI Fiscal Effect

®  Assuming a 5 percent interest rate over a 35-year
repayment period, we estimate state General Fund costs are

$17.6 billion.

— This consists of $9 billion to pay off principal and
$8.6 billion in interest over the period.

— Annual debt-service payments would average
$500 million.

LEGISLATIVE ANALYST’S OFFICE 9
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L AO A\ Overview of 2016
=< School Facility Bond Measure (Continued)

LEGISLATIVE ANALYST'S OFFICE

|Zl Maintains Current K-12 School Facilities Program

m Maintains the current program requirements by stating
that bond funds from the measure may be used for the
School Facilities Program “as it read [in Education Code] on
January 1, 2015

IZ, Establishes General Community College Facility Provisions

m Specifies that bond funds are for “meeting the capital outlay
financing needs of the California Community Colleges.”

m Continues to provide the Chancellor’s Office with
considerable discretion in determining funding priorities.

LEGISLATIVE ANALYST'S OFFICE 10
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Initiative Cootdinator

Office of the Attorney General
State of California

PO Box 994255

Sacramento, CA 94244-25550

Re: Request for Title and Summary for Proposed Initiative

Dear Initiative Coordinatot:

Pursuant to Article II, Section 10(d) of the California Constitution, I submit the enclosed !
proposed statewide ballot measure (“Kindergarten Through Community College Public Education |
Facilities Bond Act of 2016™) and request pteparation of a circulating title and summary of the ?
measure as provided by law. Also included with this letter ate the required signed statements
putsuant to California Elections Code sections 9001 and 9608, and a check in the amount of $200.

My address as registeted to vote is shown on Attachment ‘A’ to this letter.

Thank you for your time and attention to this important matter. Should you have any
questions of requite additional information, please contact the undersigned at the offices of Bell,
McAndrews & Hiltachk, LLP.

Sincerely,

T

Thomas W. Hiltachk, Proponent

TWH/ant
Enclosures
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INITIATIVE MEASURE TO BE SUBMITTED DIRECTLY TO THE VOTERS

Section 1. Findings and Declarations

The people of the State of California find and declare all of the following:

(a) Pursuant to the California Constitution, public education is a state responsibility and, among
other things, that responsibility requires that public schools be safe, secure and peaceful.

(b) The state of California has a fundamental interest in the financing of public education and
that interest extends to cnsuring that K-14 facilitics are constructed and maintained in safe,
secure and peaceful conditions.

(c) Since 1998, the state of California has successfully met its responsibility to provide safe,
secure and peaceful facilities through the School Facilities Act of 1998, contained in Article 1 of
Chapter 12.5 of Part 10 of Division 1 of the Education Code.

(d) The State Allocation Board has the authority to audit expenditure reports and school district
records in order to assure bond funds are expended in accordance with program requirements,
which includes verifying that projects progress in a timely manner and that funds are not spent
on salaries or operating expenses.

(e) The people of the State of California further find and declare the following:

(1) California was among the hardest hit of the states during the last recession and while
employment gains are occurring, economists caution that the state economy has not yet fully
recovered.

(2) Investments made through the Kindergarten Through Community College Public Education
Facilities Bond Act of 2016 will provide for career technical education facilities to provide job
training for many Californians and veterans who face challenges in completing their education
and re-entering the workforce.

(3) Investments will be made in partnership with local school districts to upgrade aging facilities
to meet current health and safety standards, including retrofitting for earthquake safety and the
removal of lead paint, asbestos and other hazardous materials.

(4) Studies show that 13,000 jobs are created for each $1 billion of state infrastructure
investment. These jobs include building and construction trades jobs throughout the state.

(5) The Kindergarten Through Community College Public Education Facilities Bond Act of
2016 provides for disadvantaged school districts and local control,

(6) Academic goals cannot be achieved without 21% Century school facilities designed to
provide improved school technology and teaching facilities.

(f) Therefore, the people enact the Kindergarten Through Community College Public Facilities
Bond Act 0f 2016 to provide a comprehensive and fiscally responsible approach for addressing
the school facility needs for all Californians.

Section 2. Section 17070.41 is added to Article 1 of Chapter 12.5 of Part 10 of Division 1 of
Title 1 of the Education Code, to read as follows:

17070.41. Creation of 2016 State School Facilities Fund

(a) A fund is hereby established in the State Treasury, to be known as the 2016 State School
Facilities Fund. All money in the fund, including any money deposited in that fund from any
source whatsoever, and notwithstanding Section 13340 of the Government Code, is hereby
continuously appropriated without regard to fiscal years for expenditure pursuant to this chapter.
(b) The board may apportion funds 10 school districts for the purposes of this chapter, as it read
on January 1, 2015, from funds transferred to the 2016 State School Facilities Fund from any
source.
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(¢) The board may make apportionments in amounts not exceeding those funds on deposit in the
2016 State School Facilities Fund, and any amount of bonds authorized by the committee, but :
not yet sold by the Treasurer.

(d) The board may make disbursements pursuant to any apportionment made from any funds in

the 2016 State School Facilities Fund, irrespective of whether there exists at the time of the

disbursement an amount in the 2016 State School Facilities Fund sufficient to permit payment in

full of all apportionments previously made. However, no disbursement shall be made from any

funds required by law to be transferred to the General Fund.

Section 3, Part 70 (commencing with Section 101110) is added to Division 14 oletle 3 of the
Education Code, to read as follows:

PART 70. KINDERGARTEN THROUGH COMMUNITY COLLEGE PUBLIC EDUCATION
FACILITIES BOND ACT OF 2016

Chapter 1. General

101110. This part shall be known and may be cited as the Kindergarten Through Community
College Public Education Facilities Bond Act o[ 2016.

101112. Bonds in the total amount of nine billion dollars (89,000,000,000), not including the
amount of any refunding bonds issved in accordance with Sections 101140 and 101149, or so
much thereof as is necessary, may be issued and sold for the purposes set forth in Sections
101130 and 101144, The bonds, when sold, shall be and constitutc a valid and binding
obligation of the State of California, and the full faith and credit of the State of California is
hereby pledged for the punctual payment of the principal of, and interest on, the bonds as the
principal and interest become due and payable.

Chapter 2. Kindergarten Through 12th Grade

Article 1. Kindergarten Through 12th Grade School Facilities Program
Provisions

101120. The proceeds of bonds issued and sold pursuant to this chapter shall be deposited in the
2016 State School Facilities Fund established in the State Treasury under Section 17070.41 and
shall be allocated by the State Allocation Board pursuant to this chapter.

101121. All moneys deposited in the 2016 State School Facilities Fund for the purposes of this
chapter shall be available to provide aid to school districts, county superintendents of schools,
and county boards of education of the state in accordance with the Leroy F. Greene School
Facilities Act of 1998 (Chapter 12,5 (commencing with Section 17070.10) of Part 10 of Division
1 of Title 1), as it read on January 1, 2015, as set forth in Section 101122, to provide funds to
repay any money advanced or loaned to the 2016 State School Facilities Fund under any act of
the Legislature, together with interest provided for in that act, and to reimburse the General -
Obligation Bond Expense Revolving Fund pursuant to Section 16724.5 of the Government Code.

101122. (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 three billion dollars ($3,000,000,000) for new construction of schoo! facilities .
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of applicant school districts pursuant to Chapter 12.5 (commencing with Section 17070.10) of
Part 10 of Division 1 of Title 1.

(2) The amount of five hundred million dollars ($500,000,000) shall be available for providing
school facilitics 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 threg billion dollars ($3,000,000,000) 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) for facilities for career technical
education programs pursuant to Article 13 (commencing with Section 17078.70) of Chapter 12.5
of Part 10 of Division 1 of Title 1.

(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.

(5) Any other modernization of facilities pursvant 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 to provide
new construction grants for ¢ligible 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) Chapter 4.9 of Division 1 of Title 7 of the Government Code (commencing with section
65995), as those provisions read on January 1, 2015, shall be in effect until the full amount of
bonds authorized for new school facility construction pursuant to subdivision (a)(1) have been
expended, or December 31, 2020, whichever is sooner. Thereafter, Chapter 4.9 of Division 1 of
Title 7 of the Government Code may be amended pursuant to law.,

Article 2. Kindergarten Through 12th Grade School Facilities Fiscal Provisions

101130. (a) Ofthe total amount of bonds authorized to be issued and sold pursuant to Chapter 1
(commencing with Section 101110), bonds in the amount of seven billion ($7,000,000,000) not
including the amount of any refunding bonds issued in accordance with Section 101140, or so
much thereof as is necessary, may be issued and sold to provide a fund to be used for carrying
out the purposes expressed in this chapter and to reimburse the General Obligation Bond
Expense Revolving Fund pursuant to Section 16724.5 of the Government Code.

(b) Pursuant to this section, the Treasurer shall sell the bonds authorized by the State School
Building Finance Committee established pursuant to Section 15909 at any different times
necessary to service expenditures required by the apportionments.

101131. The State School Building Finance Committee, established by Section 15909 and
composed of the Governor, the Controller, the Treasurer, the Director of Finance, and the
Superintendent, or their designated representatives, all of whom shall serve thereon without
compensation, and a majority of whom shall constitute a quorum, is continued in existence for
the purpose of this chapter, The Treasurer shall serve as chairperson of the committee. Two
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Members of the Senate appointed by the Senate Committee on Rules, and two Members of the
Assembly appointed by the Speaker of the Assembly, shall meet with and provide advice to the
committec to the extent that the advisory participation is not incompatible with their
respective positions as Members of the Legislature. For the purposes of this chapter, the
Members of the Legislature shall constitute an interim investigating committee on the subject of
this chapter and, as that committee, shal! have the powers granted to, and duties imposed upon,
those committees by the Joint Rules of the Senate and the Assembly. The Director of Finance
shall provide assistance to the committee as it may require. The Attorney General of the state is

the legal adviser of the committee.

101132. (a) The bonds authorized by this chapter shall be prepared, executed, issued, sold, paid,
and redeemed as provided in the State General Obligation Bond Law (Chapter 4 (commencing
with Section 16720) of Part 3 of Division 4 of Title 2 of the Government Code), and all acts
amendatory thereof and supplementary thereto, are hereby incorporated into this chapter as
though set forth in full within this chapter, except subdivisions (a) and (b) of section 16727 of the
Government Code shall not apply to the bonds authorized by this chapter.

(b) For purposes of the State General Obligation Bond Law, the State Allocation Board is
designated the “board” for purposes of administering the 2016 State School Facilities Fund.

101133. (a) Upon request of the State Allocation Board, the State School Building Finance
Committee shall determine whether or not it is necessary or desirable to issue bonds authorized
pursuant to this chapter in order to fund the related apportionments and, if so, the amount of
bonds to be issued and sold. Successive issues of bonds may be authorized and sold to fund
those apportionments progressively, and it is not necessary that all of the bonds authorized to be
issued be sold at any one time,

(b) A request of the State Allocation Board pursuant to subdivision (a) shall be supported by a
statement of the apportionments made and to be made for the purposes described in Sections

101121 and 101122.

101134. There shall be collected each year and in the same manner and at the same time as other
state revenue is collected, in addition to the ordinary revenues of the state, a sum in an amount
required to pay the principal of, and interest on, the bonds each year. It is the duty of all officers
charged by law with any duty in regard to the collection of the revenue to do and perform each
and every act that is necessary to collect that additional sum.

101135. Notwithstanding Section 13340 of the Government Code, there is hereby appropriated
from the General Fund in the State Treasury, for the purposes of this chapter, an amount that will
equal the total of the following:

(a) The sum annually necessary to pay the principal of, and interest on, bonds issued and sold
pursuant to this chapter, as the principal and interest become due and payable.

(b) The sum necessary to carry out Section 101138, appropriated without regard to fiscal years.

101136. The State Allocation Board may request the Pooled Money Investment Board to make a
loan from the Pooled Money Investment Account or any other approved form of interim
financing, in accordance with Section 16312 of the Government Code, for the purpose of
carrying out this chapter. The amount of the request shall not exceed the amount of the unsold
bonds (exclusive of refunding bonds) that the committee, by resolution, has authorized to be sold
for the purpose of carrying out this chapter. The board shall execute any documents required by
the Pooled Money Investment Board to obtain and repay the loan, Any amounts Joaned shall be
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deposited in the fund to be allocated by the board in accordance with this chapter.

101137, Notwithstanding any other provision of this chapter, or of the State General Obligation
Bond Law, if the Treasurer sells bonds pursuant to this chapter that include a bond counsel
opinion to the effect that the interest on the bonds is excluded from gross income for federal tax
purposes, subject to designated conditions, the Treasurer may maintain separate accounts for the
investment of bond proceeds and for the investment earnings on those proceeds. The Treasurer
may use or direct the use of those proceeds or earnings to pay any rebate, penalty, or other
payment required under federal law or take any other action with respect to the investment and
use of those bond proceeds required or desirable under federal law to maintain the tax-exempt
status of those bonds and to obtain any other advantage under federal law on behalf of the funds

of this state.

101138. For the purposes of carrying out this chapter, the Director of Finance may authorize the
withdrawal from the General Fund of an amount not to exceed the amount of the unsold bonds
(exclusive of refunding bonds) that have been authorized by the State School Building Finance
Committee to be sold for the purpose of carrying out this chapter. Any amounts withdrawn shall
be deposited in the 2016 State School Facilities Fund consistent with this chapter. Any money
made available under this section shall be returned to the General Fund, plus an amount equal to
the interest that the money would have earned in the Pooled Money Investment Account, from
proceeds received from the sale of bonds for the purpose of carrying out this chapter.

101139, All money deposited in the 2016 State School Facilities Fund, that is derived from
premium and accrued interest on bonds sold shall be reserved in the fund and shall be available
for transfer to the General Fund as a credit to expenditures for bond interest, except that amounts
derived from premium may be reserved and used to pay the cost of the bond issuance prior to
any transfer to the General Fund.

101140. The bonds issued and sold pursvant to this chapter may be refunded in accordance with
Article 6 (commencing with Section 16780) of Chapter 4 of Part 3 of Division 4 of Title 2 of the
Government Code, which is a part of the State General Obligation Bond Law. Approval by the
voters of the state for the issuance of the bonds described in this chapter includes the approval of
the issuance of any bonds issued to refund any bonds originally issued under this chapter or any
previously issued refunding bonds. Any bond refunded with the proceeds of refunding bonds as
authorized by this section may be legally defeased to the extent permitted by law in the manner
and to the extent set forth in the resolution, as amended from time to time, authorizing such

refunded bond.

101141, The people hereby find and declare that, inasmuch as the proceeds from the sale of
bonds authorized by this chapter are not “proceeds of taxes” as that term is used in Article XII1 B
of the California Constitution, the disbursement of these proceeds is not subject to the limitations

imposed by that article.
Chapter 3. California Community College Facilities
Article 1. General

101142, (a) The 2016 California Community College Capital OQutlay Bond Fund is hereby
established in the State Treasury for deposit of funds from the proceeds of bonds issued and sold
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for the purposes of this chapter.

(b) The Higher Education Facilities Finance Committee established pursuant to Section 67353 is
hereby authorized to create a debt or debts, liability or liabilities, of the State of California
pursuant to this chapter for the purpose of providing funds to aid the California Community

Colleges.

Article 2. California Community College Program Provisions

101143, (a) From the proceeds of bonds issued and sold pursuant to Article 3 (commencing
with Section 101144), the sum of twa billion dollars ($2,000,000,000) shall be deposited in the
2016 California Community College Capital Outlay Bond Fund for the purposes of this article.
When appropriated, these funds shall be available for expenditure for the purposes of this article.
(b) The purposes of this article include assisting in meeting the capital outlay financing needs of
the California Community Colleges.

(c) Proceeds from the sale of bonds issued and sold for the purposes of this article may be vsed
to fund construction on existing campuses, including the construction of buildings and the
acquisition of related fixtures, construction of facilities that may be used by more than one
segment of public higher education (intersegmental), the renovation and reconstruction of
facilities, site acquisition, the equipping of new, renovated, or reconstructed facilities, which
equipment shall have an average useful life of 10 years; and to provide funds for the payment of
preconstruction costs, including, but not limited to, preliminary plans and working drawings for
facilities of the California Community Colleges.

Article 3. California Community College Fiscal Provisions

101144. (a) Of the total amount of bonds authorized to be issued and sold pursuant to Chapter |
(commencing with Section 101110), bonds in the total amount of two billion dollars
($2,000,000,000), not including the amount of any refunding bonds issued in accordance with
Scction 101149, or so much thereof as is necessary, may be issued and sold to provide a fund to
be used for carrying out the purposes expressed in this chapter and to reimburse the General
Obligation Bond Expense Revolving Fund pursuant to Section 16724.5 of the Government Code.
(b) Pursuant to this section, the Treasurer shall sell the bonds authorized by the Higher
Education Facilities Finance Committee established pursuant to Section 67353 at any different
times necessary to service expenditures required by the apportionments.

101144.5. (a) The bonds authorized by this chapter shall be prepared, executed, issued, sold,
paid, and redeemed as provided in the State General Obligation Bond Law (Chapter 4
(commencing with Section 16720) of Part 3 of Division 4 of Title 2 of the Government Code),
and all acts amendatory thereof and supplementary thereto, are hereby incorporated into this
chapter as though set forth in full within this chapter, except subdivisions () and (b) of Section
16727 of the Government Code shall not apply to the bonds authorized by this chapter.

(b) For the purposes of the State General Obligation Bond Law, each statc agency administering
an appropriation of the 2016 Community College Capital Outlay Bond Fund is designated as the
“board” for projects funded pursuant to this chapter.

(c) The proceeds of the bonds issued and sold pursuant to this chapter shall be available for the
purpose of funding aid to the California Community Colleges for the construction on existing or
new campuses, and their respective off-campus centers and joint use and intersegmental
facilities, as set forth in this chapter.
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101145, The Higher Education Facilities Finance Committee established pursuant to
Section 67353 shall authorize the issuance of bonds under this chapter only to the extent
necessary to fund the related apportionments for the purposes described in this chapter that arc
expressly authorized by the Legislature in the annual Budget Act. Pursuant to that legislative
direction, the committee shall determine whether or not it is necessary or desirable to issue bonds
authorized pursuant to this chapter in order to carry out the purposes described in this chapter
and, if so, the amount of bonds to be issued and sold. Successive issues of bonds may be
authorized and sold to carry out those actions progressively, and it is not necessary that all of the
bonds authorized to be issued be sold at any one time,

101145.5. There shall be collected each year and in the same manner and at the same time as
other state revenue is collected, in addition to the ordinary revenues of the state, a sum in an
amount required to pay the principal of, and interest on, the bonds each year. It is the duty of all
officers charged by law with any duty in regard to the collection of the revenue to do and
perform each and every act which is necessary to collect that additional sum.

101146. Notwithstanding Section 13340 of the Government Code, there is hereby appropriated
from the General Fund in the State Treasury, for the purposes of this chapter, an amount that will
equal the total of the following:

(a) The sum annually necessary to pay the principal of, and interest on, bonds issued and sold
pursuant to this chapter, as the principal and interest become due and payable.

(b) The sum necessary to carry out Section 101147.5, appropriated without regard to fiscal

years.

101146.5. The board, as defined in subdivision (b) of Section 101144.5, may request the
Pooled Money Investment Board to make a loan from the Pooled Money Investment Account or
any other approved form of interim financing, in accordance with Section 16312 of the
Government Code, for the purpose of carrying out this chapter. The amount of the request
shall not exceed the amount of the unsold bonds (exclusive of refunding bonds) that the
committee, by resolution, has authorized to be sold for the purpose of carrying out this chapter.
The board, as defined in subdivision (b) of Section 101144.5, shall execute any documents
required by the Pooled Money Investment Board to obtain and rcpay the loan. Any amounts
loaned shall be deposited in the fund to be allocated by the board in accordance with this chapter.

101147. Notwithstanding any other provision of this chapter, or of the State General Obligation
Bond Law, if the Treasurer sells bonds pursuant to this chapter that include a bond counsel
opinion to the effect that the interest on the bonds is excluded from gross income for
federal tax purposes, subject to designated conditions, the Treasurer may maintain separate
accounts for the investment of bond proceeds and for the investment earnings on those
proceeds. The Treasurer may use or direct the use of those proceeds or earnings to pay any
rebate, penalty, or other payment required under federal law or take any other action with respect
to the investment and use of those bond proceeds required or desirable under federal law to
maintain the tax-exempt status of those bonds and to obtain any other advantage under federal
law on behalf of the funds of this state.

101147.5. (a) For the purposes of carrying out this chapter, the Director of Finance may
authorize the withdrawal from the General Fund of an amount not to exceed the amount of the
unsold bonds (exclusive of refunding bonds) that have been authorized by the Higher Education
Facilities Finance Committee to be sold for the purpose of carrying out this chapter. Any
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amounts withdrawn shall be deposited in the 2016 California Community College Capital Outlay
Bond Fund consistent with this chapter. Any money made available under this section shall be
returned to the General Fund, plus an amount equal to the interest that the money would have
earned in the Pooled Money Investment Account, from proceeds received from the sale of bonds
for the purpose of carrying out this chapter.

(b) Any request forwarded to the Legislature and the Department of Finance for funds from this
bond issue for expenditure for the purposes described in this chapter by the California
Community Colleges shall be accompanied by the five-year capital outlay plan that reflects the
needs and priorities of the community college system and is prioritized on a statewide basis.
Requests shall include a schedule that prioritizes the seismic retrofitting needed to significantly
reduce, in the judgment of the particular college, seismic hazards in buildings identified as high

priority by the college.

101148. All money deposited in the 2016 California Community College Capital Outlay Bond
Fund that is derived from premium and accrued interest on bonds sold shall be reserved in the
fund and shall be available for transfer to the General Fund as a credit to expenditures for bond
interest, except that amounts derived from premium may be reserved and used to pay the cost of
the bond issuance prior to any transfer to the General Fund.

101149. The bonds issued and sold pursuant to this chapter may be refunded in accordance with
Article 6 (commencing with Section 16780) of Chapter 4 of Part 3 of Division 4 of Title 2 of the
Government Code, which is a part of the State General Obligation Bond Law. Approval by the
voters of the state for the issuance of the bonds described in this chapter includes the approval of
the issuance of any bonds issued to refund any bonds originally issued under this chapter or any
previously issued refunding bonds. Any bond refunded with the proceeds of refunding bonds as
authorized by this section may be legally defeased to the extent permitted by law in the manner
and to the extent set forth in the resolution, as amended from time to time, authorizing such

refunded bond.

101149.5. The people hereby find and declare that, inasmuch as the proceeds from the sale of
bonds authorized by this chapter are not “proceeds of taxes” as that term is used in Article XIII B
of the California Constitution, the disbursement of these proceeds is not subject to the limitations

imposed by that article.

Section 4. General Provisions

(a) Ifany provision of this Act, or part thereof, is for any reason held to be invalid or
unconstitutional, the remaining provisions shall not be affected, but shall remain in full force and
effect, and to this end the provisions of this Act are severable.

(b) This Act is intended to be comprehensive. It is the intent of the People that in the event this
Act or measures relating to the same subject shall appear on the same statewide election ballot,
the provisions of the other measure or measures shall be deemed to be in conflict with this Act.
In the event that this Act receives a greater number of affirmative votes, the provisions of this
Act shall prevail in their entirety, and alf provisions of the other measure or measures shall be

null and void.







A BRIEF OVERVIEW
OF THE
SCHOOL FACILITY PROGRAM

Provided by the Office of Public School Construction
May 2016



History

The Leroy F. Greene School Facilities Act of 1998 (Senate Bill 50) was chaptered into law on August 27, 1998,
establishing the SFP.

The SFP provides for a wide variety of state funding, including, but not limited to, new construction, modernization,
charter school facilities, career technical education facilities, seismic mitigation, facility hardship, joint-use programs,
high performance attributes and assisting in the relief of overcrowding.

To ensure that districts are providing adequate safe facilities to students, districts are required to receive project
approvals from the Division of the State Architect (DSA) and California Department of Education (CDE) prior to
submittal of a funding application.

Funding for the School Facility Program

Funding for projects approved in the SFP comes exclusively from statewide general obligation bonds approved by
the voters of California. The chart below provides a breakdown of the funding made available to specific programs

through each bond source;

K-12 Education Facilities Bond Breakdowns ($35.4 billion)
Approved by Voters Since 1998

Proposition 1A Proposition 47 Proposition 55 Proposition 1D
(1998) {2002) (2004) {2006)

New Construction § 2000000000 § 3350000000 ' § 4,960000,000  § 1900000000
Modernization 2100,000,000  1,400,000000 °  2,250,000,000 3,300,000,000
Charter Schools - 100,000,000 300,000,000 500,000,000
Career Technical Education — — - 500,000,000
Overcrowding Relief — — — 1,000,000,000
High Performance Schaols — — — 100,000,000
New Construction Backlog — 2,900,000,000 — e
Modernization Backlog — 1,900,000,000 — —
Critically Overcrowded
Schools — 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 — — —

3§ 7.329,000,000

Totai'K=1'Z $ 6,700,000,000  $11,400,000,000 $10,000,000,000

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 10% percent ($199.5 million) shall be available for purposes of seismic repair, construction, or replacement, pursuant to Education Code

Section 17075.10.



New Construction Program
Funding Sources: Propositions 1A, 47,55 & 1D

Overview

« The New Construction Program provides school districts with funding to add classroom capacity to meet

future student housing needs.
« The program provides funding for costs associated with new school construction, or classroom additions to

existing schools. In addition to funding added classroom capacity, the program funds libraries, multipurpose
rooms, gymnasiums, administration, and other school facilities.

Eligibility

. Adistrict's new construction eligibility is based on its projected need to house pupils. New construction
eligibility is determined by comparing the district's projected enroliment and the district's current classroom
capacity.

«  The formula used to project enrollment, known as the “cohort formula”, projects what the
enrollment will be in five or ten years. This projection allows districts to plan ahead and meet future
needs.

= The new construction eligibility formula is as follows:

o  Enrollment in 5 years — existing classroom capacity = # of unhoused pupils = eligibility

. New construction eligibility expires each year. If the new construction eligibility has expired, the school

district must update its eligibility prior to, or concurrently with, a funding application.

Funding

« The New Construction Program provides funds on a 50/50 State and local sharing basis.
« Funding is provided based on a per pupil grant amount. The pupils requested in each separate grade level

receive specific grant amounts prescribed in law.
«  The per pupil amount may be adjusted annually based on the Class B Construction Cost Index as approved

by the State Allocation Board.

« The base grantis intended to provide funding for design, construction, testing, inspection, fumiture,
equipment, and other costs related to the actual school facilities construction.

. In addition to the base grant, the district may request supplemental grants for increased costs associated
with things such as geographic location, size of project, or multi-level construction.

Modernization Program
Funding Sources: Propositions 1A, 47,55 & 1D

Overview

o Modernization funding is designed to extend the useful life of existing facilities, or to enhance the physical
environment of a school.

e Typical projects include, but are not limited to, the following: structural upgrades, access compliance
upgrades, air conditioning, plumbing, lighting, and electrical systems, roof replacement, fire safety
improvements, and furniture and equipment.

o Modernization funding can be used to demolish and replace existing facilities of like kind.

o The per pupil grant amount and funding for specific utility upgrades is available if permanent buildings to be
modernized are 50 years of age or older.



Eligibility

Modermnization eligibility is site-specific. Each school site has its own separate modernization eligibility.
Districts establish an initial Gross Classroom Inventory for the site.

To generate eligibility, Permanent Buildings must be at least 25 years old and Portable buildings must be at
least 20 years old.

Funding

e The Modernization program provides funding on a 60/40 State and local match basis.

o Funding is provided based on a per pupil grant amount. The per pupil grant amount is multiplied by the
number of pupils requested as part of a district’s funding application. The pupils requested in each separate
grade level receive specific grant amounts prescribed in law.

e The per pupil amount may be adjusted annually based on the Class B Construction Cost Index as approved
by the State Allocation Board.

Charter School Facilities Program
New Construction & Rehabilitation

Funding Sources: Propositions 47,55 & 1D

Overview

The Charter School Facilities Program (CSFP) provides charter schools funding to construct new charter school facilities
and/or rehabilitate existing school district-owned facilities that are at least 15 years old for charter school use. Applications
may be submitted by charter school directly or through the school district where the projects will be physically located. Title
to project facilities is generally held by the local school district; however, charter schools may submit a request to hold title.

Eligibility

«  The school district in which the charter school is physically located must have established and updated SFP
new construction eligibility.

«  The school district must certify to the number of district unhoused students a charter school will house in a
new construction project.

«  The charter school must be deemed financially sound by the California School Finance Authority (CSFA).

« The buildings in a proposed Rehabilitation project must be at least 15 years old.

Funding

« Upon State Allocation Board approval, charter school projects receive a reservation of funds known as a
“preliminary apportionment.” Within four years, the reservation of funds must be converted into a final
apportionment. A single one-year extension may be granted.

» The preliminary apportionment grant amounts are based on the grade level served by the CSFP project,
and any additional site acquisition, site development, and/or supplemental allowances.

«  Charter schools may receive an advanced fund release for site and design costs.

« Funding is provided based on a 50/50 State and local match.



Final apportionment funding is provided based on a per pupil grant amount. The per pupil grant amount is
multiplied by the number of pupils requested as part of a district's funding application. The pupils requested
in each separate grade level receive specific grant amounts prescribed in law.

The per pupil amount may be adjusted annually based on the Class B Construction Cost Index as approved
by the State Allocation Board.

Charter schools may borrow their matching share from the State through the CSFA.

Charter schools must enter into the appropriate Charter School Agreements outlining property use, State
loan repayments, and other project details prior to receipt of any State funds.

CSFP new construction final apportionments are funded similarly to SFP new construction projects with the
same base grant and most of the same supplemental grants.

CSFP rehabilitation final apportionments are calculated based on the square footage rehabilitated. Some of
the SFP supplemental modemization grants are also available for CSFP rehabilitation projects.

Career Technical Education Facilities Program

Funding Source: Proposition 1D
(SB) 869 Chapter 39, Statutes of 2014 prohibited the SAB from apportioning CTE funds on or after 1/1/2015.

Overview

Provides funding to school districts and joint powers authorities (JPA) for the construction of new Career
Technical Education (CTE) facilities, modernization of existing CTE facilities, and/or purchase of equipment

for the CTE program.
School districts have two options available when submitting a funding application.

Option 1: A district with Division of State Architect (DSA) and California Department of Education
(CDE) approved plans may request full project funding.

Option 2: Prior to receiving DSA and CDE approvals, districts may request a reservation of funds. The
district has up to 12 months from the date of apportionment to submit the necessary approvals.

CTE projects can consist of facilities and equipment, or consist solely of equipment with at least a ten-year
average useful life expectancy.

Districts may choose to have a stand-alone CTE project, or they may combine a CTE project with a new
construction or modernization project.

The CDE currently recognizes 15 industry sectors for CTE programs.

Eligibility

The district must have an active career technical advisory committee.

The CTE program plans must be reviewed and scored by CDE. Scores are based on the overall CTE plan
for each course of study within the approved industry sector, enroliment projections, identification of feeder
schools and industry partners, approval of the plan by these entities, outcome accountability, coordination
with other area schools, and evidence that the district will meet all statutory obligations relating to CTE.
Plans receiving the minimum score or higher are eligible to submit an application for funding.

Funding

Funding is a 50/50 State and local match. The total grant amount is based on the combined construction,
site development and equipment costs, and any eligible supplemental grants.



« Districts may request a loan for all or part of their required 50 percent match. As districts repay their loans,
the State re-deposits the loan repayments into the CTEFP fund.

«  The maximum grant amount is $3 million for new construction and $1.5 million for modernization.

« Funding order is based on the project’s locale and CDE score. A project’s locale is Urban, Suburban or
Rural, as determined by the National Center for Education Statistics (NCES).

Facility Hardship Program
Funding Sources: Propositions 1A, 47,55 & 1D

Overview

The purpose of the grant is to assist districts with funding when it has been determined that the district has a critical
need for pupil housing, because the condition of the facilities, or the lack of facilities, presents a health and safety
threat to the pupils. The program provides funding for the minimum work necessary to mitigate the health and safety

threat.

Eligibility
o Inorder for a project to be eligible under the Facility Hardship Program, one of the following two conditions
must exist:
o Facilities must be in need of repair or replacement due to a health and safety threat
Or

o Facilities were lost or destroyed due to fire, flood, earthquake, or other disaster

e The District must provide a report from an industry specialist with governmental concurrence to identify the
health and safety threat and the minimum work required to mitigate the threat.

e SFP New Construction or Modernization eligibility is not required to participate.

¢ Enrollment must justify a continuing need for the facilities
o The maximum eligible replacement square footage is defined in SFP regulations.

Funding Determination
e Funding is provided in two categories: Replacement or Repair of facilities.

e Funding category is confirmed by a Cost Benefit Analysis (CBA) of cost to repair vs. cost to replace.
o Replacement: if cost to repair is greater than 50 percent of the cost of replacement.
o Repair: if the cost to repair is less than 50 percent of replacement.

e There are three types of Facility Hardship projects:
1. Replacement of entire school, with or without site acquisition.
2. Replacement of individual buildings and/or facilities on an existing site.
3. Repair of individual buildings or facilities on an existing site.
« Replacement projects are considered a type of new construction project. Therefore, funds are provided on

a 50/50 State and local sharing basis.

» Rehabilitation projects are considered a type of modernization project. Therefore funds are provided on a
60/40 State and local sharing basis.



e Districts can request a conceptual approval or submit a full funding application. The conceptual approval of
a Facility Hardship project is an approval from the Board that indicates that the health and safety threat
warrants an application under the program. This approval gives the district a comfort level that State
funding may be provided if they move forward with the project.

Seismic Mitigation Program
Funding Source: Proposition 1D

Overview

The Seismic Mitigation Program is a sub-component of the Facility Hardship program that provides funding for
seismic construction projects with buildings determined to have “most vulnerable California school facilities” status.

Eligibility

Facility must be identified by the Division of the State Architect (DSA) as a qualifying Category 2 building.

The building is designed for occupancy by students and staff

The project funding provided shall be the minimum work necessary to obtain DSA approval

The DSA concurs with a structural engineer’s report that identifies structural deficiencies in accordance with

the requirements of DSA Procedure 08-03.

« Ifbuilding eligibility is based on the presence of faulting, liquefaction, or landslide, the California Geological
Survey must concur with a geologic analysis.

« The construction contract was executed on or after May 20, 2006

Funding Determination

» Funding is provided in two categories: Replacement or Repair of facilities, similar to the facility Hardship
Program. However, all SMP projects are funded on a 50/50 State and local sharing basis per statute.

o Districts can request a conceptual approval or submit a full funding application.

Other Programs within the School Facility Program

The following programs are also currently active or have historically been part of the School Facility Program:

Critically Overcrowded School Program**
Overcrowding Relief Grant Program

High Performance Incentive Grant*
Energy Efficiency™*

Joint-Use Program™*

*(SB) 869 Chapter 39, Statutes of 2014 prohibited the SAB from apportioning High Performance Incentive Grant
funds on or after 1/1/2015
**Funds are exhausted and apportionments are no longer being made.

A more detailed look at these programs (and the main programs outlined in this document) can be found at
http://www.documents.dgs.ca.gov/opsc/Publications/Handbooks/SFP_Guide.pdf .
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Attachment A

California Community Colleges
Capital Outlay
Grant Application Process

Community college districts have the responsibility to maintain, modernize, and expand the
facilities at their institutions on behalf of the students they serve. In order to accomplish these
objectives, the districts are authorized to seek local and state financing for their facilities.

In addition to local efforts, the state’s capital outlay program provides voter-approved statewide
general obligation bonds through grants to fund capital outlay projects on community college
campuses. These grants are developed pursuant to the annual state capital outlay grant application
process and approved by the Board of Governors (Board) of the California Community Colleges.
Districts often leverage these grants with local funds; however, for some districts with minimal local
resources for facilities, funds provided from the state capital outlay grant application process are
the only source of funds available to modernize facilities and/or construct new buildings.

The Board has adopted priority funding categories to assist districts in their capital planning efforts
so that the capital outlay proposals submitted for consideration of state funding reflect the state’s
priorities. The Board priority funding categories give preference to projects that best meet the
following priorities:

e Expand campuses appropriately to meet enrollment demands,

e Modernize aging facilities,

e Meet the space utilization standards found in the California Code of Regulations, title 5,
and,

e Lleverage state funds with local funds to provide facilities at the least cost to the state.

The Facilities Planning and Utilization unit (FPU) of the Chancellor’s Office administers the state
capital outlay grant application process for the community college system on behalf of the Board.
Under the policy guidance and direction of the Board, the FPU assists districts in meeting guidelines,
regulations, and other requirements to receive state funding for capital construction projects.

The capital outlay grant application process is based on the Board priority funding categories and
has three district inputs which culminate in the annual capital outlay spending plan:

1) District five-year capital outlay plans,
2) Initial Project Proposals, and
3) Final Project Proposals.



BOARD OF GOVERNORS PRIORITY FUNDING CATEGORIES

There are six Priority Funding Categories for which projects are classified (Categories A through F).
Table 1 below illustrates the maximum share of state funding allocated to each categoryina
specific plan year as follows:

Table 1
Board Priority Funding Categories
Category Funding Formula
A Health and Safety No more than 50 percent of total available
: funds.

B Growth - Instructional Space 50 percent of remaining funds after funding
Category A projects.

C Modernize - Instructional Space 25 percent of remaining funds after funding
Category A projects.

D Complete Campus 15 percent of remaining funds after funding
Category A projects.

E Growth - Instructional Support 5 percent of remaining funds after funding
Category A projects.

F Modernize - Instructional Support 5 percent of remaining funds after funding
Category A projects.

Category A — Health and Safety Projects: The most critical projects, life safety projects, are assigned to
Category A. Projects in Category A involve life and safety issues and are ranked according to the number

of people threatened or affected by the condition of a facility or site.

Categories B and E — Growth Projects: Projects that expand space on sites (Categories B and E) earn
eligibility scores based upon a site’s need for space, projected enrollment growth over the next five
years, the extent to which the proposed solution provides the needed space, and the extent to which
local funds directly mitigate state costs of the project.

Categories C and F — Modernization Projects: Projects that modernize existing space (Categories C and
F) earn eligibility points based upon the age and condition of the existing facility or its infrastructure and
the extent to which local funds directly mitigate state costs of the project.

Category D — Complete Campus Projects: Projects in Category D provide for reconstruction of existing
space, construction of new space and purchase of equipment to promote a complete campus concept.
Projects in Category D do not fit the criteria for the other Board categories but are an integral part of a
campus and essential to fulfilling the educational mission at each campus. Examples include physical
education facilities, performing arts centers, and child development centers. Category D projects earn
eligibility points based upon the age of the campus, additional programs/services that can be offered
because of the project, the project design solution, and the extent to which local funds directly mitigate

state costs of the project.



Funding Allocation Between Categories

Category A projects involve health and safety issues and are the highest priority in the capital outlay
spending plan. Category A projects are ranked according to the number of people threatened or
impacted by the condition of a facility or site, and no more than 50 percent of the annual allocation
of state funds is made available for projects in this category.

Once the continuing phases of previously funded projects and new Category A projects are
prioritized, projects in the remaining categories are prioritized based on various factors for each
Priority Funding Category. The proposals compete for the highest ranking within each category
based on points calculated using the age of the facility, age of the campus, enrollment capacity load
ratios, cost, project scope, and local contribution.

Projects in Categories B through F are ranked by eligibility points (highest to lowest). The annual
capital outlay spending plan includes a maximum of one project from any Category B through F per
authorized site. With the exception of projects that address health and safety, seismic or
infrastructure failure problems, only one “new start” project per year is funded per authorized site.
This ensures that more campuses will likely have new proposals included in the annual capital

outlay spending plan.

If more than one project is eligible for potential funding from Categories B through F per authorized
site, the project with the highest local ranking from the district’s five-year capital outlay plan is
proposed for funding. In recent years, the number of proposals seeking state funds and obtaining
Board approval has greatly exceeded the amount of state funds available. Every year valid,
meritorious proposals are excluded from the statewide spending plan. To mitigate such exclusions,
the development of the proposed annual capital outlay spending plan may include a realignment of
funds between categories.

DISTRICT FIVE-YEAR CAPITAL OUTLAY PLANS

Education Code sections 81820-81823 require the governing board of each community college
district to annually prepare and submit to the FPU a five-year plan for capital construction.
California Code of Regulations, title 5, section 57014 requires districts to receive approval of their
five-Year capital outlay plans from the FPU prior to receiving state funding for projects. Districts are
also required to complete district and campus master plans before preparing their five-year capital
outlay plans. The districts’ five-year capital outlay plans are submitted to the FPU on July 1 of each

year.
District Master Plans:

The districts’ five-year capital outlay plans are based on the local education master plan and
facilities master plan for each campus. The California Code of Regulations, title 5, section 51008
requires districts to establish policies for, and approve, comprehensive or master plans which
include academic master plans and long-range master plans for facilities.

Master plans define how a district will meet the needs of its students and the community. They
outline the short and long-range goals for a community college district and for each of its major
campuses. Districts use master plans as a tool to periodically reevaluate education programs and
facilities needs in terms of past experience, current community requirements, and future goals.



An education master pian is therefore a prerequisite to the preparation of a facilities master plan.
The preparation of a facilities master plan is in turn a prerequisite to the preparation of the five-
year capital outlay plans districts submit annually to the FPU.

Education Master Plans:

An education master plan defines a district’s goals for the future of the education program. An
education plan describes current programs and details how those programs should develop in the
future. The plan may introduce new programs and describe how the programs will be integrated
into the curriculum and the direction in which they will grow in the future. Districts must consider
state codes and regulations, long-term budget considerations, staffing requirements, and new
educational delivery methods and technology when developing their education master plans.

Facilities Master Plans:

A facilities master plan is derived from the education master pian and provides a blueprint for the
facilities and technology that will be required to fully implement the education master plan of a
district for each campus. The decisions a district makes in developing a facilities master plan are
critical due to the permanent nature of any decisions made. The construction process for buildings
is lengthy and once buildings are constructed, change is very difficult. This is evidenced by the fact
that 64 percent of buildings in the community college system are over 25-years old and 48 percent
are over 40-years old.

Although educational programming is always supposed to drive facilities planning, the permanent
nature of facilities will limit or dampen the ability of the education master plan to respond to rapid
changes in the educational program, delivery systems and technology. Given this permanence,
there are many factors districts must take into consideration as they develop facilities master plans:

1. Community College Change and Growth - Community colleges are inherently difficuit to plan
because the only constant is change — change in the size of the campus, rules and regulations,
educational programs, administration, staff and faculty, and a myriad of other factors.
Community college campuses often grow to many times their original size over a long period of
time so the need to plan for and respond to change must be integral to a facilities master plan.

2. Campus Design Guidelines — The facilities master plan must define campus design guidelines,
not only to provide a cohesive look for the entire campus but to ensure access and functionality.
The campus needs to be designed for flexibility so that facilities can change to the extent
possible to support changes in the educational program.

3. State Rules and Guidelines — California’s community colleges are governed by laws, regulations
and guidelines that are utilized by various governmental entities (i.e., Board of Governors,
Department of Finance, Division of the State Architect) in the review of new campuses and
building projects. The facilities master plan for any campus must be consistent with state rules
and guidelines.

4. California Environmental Quality Act — The California Environmental Quality Act requires
districts to define and possibly mitigate the negative impact of construction or new
development on neighboring properties. Districts must evaluate the impact of vehicle traffic,
pedestrian traffic, storm water run-off, historic structures and features, and a variety of other
potential impacts on neighboring properties when developing a new site or starting a new
project on an existing site.



5. Operational Considerations — The facilities planning process must take into account various
operational issues, including those that influence staffing requirements and energy usage for
new and/or modernized facilities. Incentives are provided by the Board and the various utility
companies that encourage energy efficient design and construction. Laws and regulations
impact staffing levels such as: the 75/25 percent full-time/part-time ratio of faculty; the 50
Percent Law which requires 50 percent of the operating costs to be spent on instruction;
funding caps which limit the growth of a district, and collective bargaining which determines
class size limitations and other working condition issues. Classroom scheduling issues must also
be taken into account when determining the number and size of classrooms: faculty preference
of rooms, availability of rooms, size of rooms, physical adequacy of rooms to teach specific
types of courses, and the preference of students and faculty for morning classes.

6. Funding Availability — Funding for community college facilities is always less than what is
required to support the facility needs of the community college system. State funding is
dependent upon the passage of statewide general obligation bonds, and local funding is
dependent upon the passage of local general obligation bonds. In recent years, the availability
of state funds to finance new community college projects has been constrained due to the lack
of an education bond in 2008, 2010, and 2012. Local bond funds have been constrained in
recent years due to voter reluctance to approve bonds in a negative economic environment, as
well as decreases in assessed property values which prevent the issuance of approved local
bonds. Facilities master plans must plan to the extent possible for buildings that are efficient,
flexible (can be used for more than one purpose and adaptable to change over time), and cost
effective. Careful planning of classroom scheduling within existing facilities can increase facility
utilization without the need for new buildings. Districts must explore alternative instructional
delivery options such as distance education which can also mitigate the need for new facilities.

Districts submit their five-year capital outlay plans using the Facility Utilization Space Inventory
Options Net (FUSION) online database. FUSION is a web-based project planning and management
tool activated in May 2003. A consortium of community college districts provided the initial funds
to develop FUSION, and all districts annually fund the operation and maintenance of FUSION. The
Foundation for California Community Colleges and the FPU provide support for FUSION. FUSION
provides FPU staff, district staff and consultants access to data and applications useful in assisting
with the administration of district capital outlay programs. Districts use FUSION to better assess the
various components of their current buildings, update their annual space inventory reports, and
update their annual district five-year capital outlay plans. FUSION is also used to prepare Initial
Project Proposals and selected components of Final Project Proposals as part of the application
process for state capital outlay funds.

INITIAL PROJECT PROPOSALS

An Initial Project Proposal (IPP) is submitted by districts requesting state funding for projects
included in the district five-year capital outlay plan. The IPP provides a general project description
including space, cost and funding schedule. Projects are to be submitted to the FPU by July 1 using
the three-page IPP form.

The description of the intent and purpose of each project enables FPU staff to determine the
appropriate Board Priority Funding Category to assign for the project. The IPP step in the screening
process also allows the FPU to more accurately assess a district’s capital outlay needs before there
is a significant investment of time and money in projects by the district. After evaluating the IPPs,



the FPU notifies the districts of those IPPs to be developed into Final Project Proposals which are
due the following year for possible submission to the Board for project scope approval.

FINAL PROJECT PROPOSALS

A Final Project Proposal (FPP) describes the scope, cost, schedule, and financing array of a project
and includes conceptual drawings of the project. The description of the project in the FPP includes
an assessment of the problems of the existing facilities, as well as an analysis of alternatives
considered prior to proposing the recommended solution. The proposal includes a detailed space
array, detailed cost estimate and summary calculation of the state fundable equipment allowance.

The FPU staff performs an in-depth analysis of each FFP. This analysis determines the following for
each project:

e Accurate cost and scope,

e Board priority funding category for each project,

¢ Feasible calendar and timing of state funds, and

e Comparison of a project’s merits with other projects in the same category.

Scope Approval

An FPP is eligible for inclusion in the annual capital outlay spending plan if it is consistent with the
requirements, standards, and guidelines outlined in the Education Code, California Code of
Regulations, title 5, and the State Administrative Manual/Capitalized Assets section 6800. The FPU
staff determine whether or not a proposal satisfies the required governmental rules and regulations
and works with districts to refine project proposals.

ANNUAL CAPITAL OUTLAY PLAN

The FPU develops an annual capital outlay spending plan that will be proposed for approval by the
Board. The development of the spending plan draws upon a project’s priority funding category,
ranking among other projects within the same category, and total need for state funds versus the
availability of state funds to determine which projects may be included in the plan. Following Board
approval, the annual capital outlay spending plan is submitted to the Department of Finance for
consideration of funding in the next budget cycle.

Project Phasing. The annual capital outlay spending plan includes projects seeking state financing
to complete preliminary plans, working drawings, construction, and equipment phases. Brand new
projects are known as “new start projects,” and projects seeking to obtain state funding for their
remaining project phases are known as “continuing projects.”

Ready Access Projects. A “Ready Access” project is a special type of new start project that is
seeking a state appropriation for all phases in a single budget cycle. A district is required to finance
at least 10 percent of the state supportable cost for a Ready Access project and must commit to
completing the project with no changes in scope or state financing.

Design-Build Projects. “Design-Build” is a project delivery method that community college districts
can use instead of the traditional Design-Bid-Build delivery method. A Design-Build project will be
funded in two phases: 1) Design and 2) Construction. The Design-Build delivery method involves a



process whereby district staff work with an architect to develop minimum design standards, room
capabilities, and functional adjacencies for new or redesigned space without first establishing floor
plans. These design standards are assembled into bid documents accompanied by the anticipated
project budget and distributed to multiple Design-Builders so that they can develop proposed
solutions with various floor plans and elevations. District staff review the various proposals and
select a winning Design-Builder who in turn completes the development of construction documents
and builds the project.

Following a successful pilot test involving more than 10 projects at eight districts, Senate Bill 614
(Stats. 2007, Ch. 471) authorized community colleges to use the Design-Build delivery method for
both locally-funded and state-funded community college projects costing mare than $2.5 million.

Annual funding of the proposed projects is contingent on meeting the Governor’s priorities and the
availability of funds to meet continuing needs. The development of the annual capital outlay
spending plan also considers the state funds needed by projects in future budget years so that a
project included in the spending plan can have a reasonable expectation to receive the state funds
necessary in future years to allow completion of the project.

Annual “Zero-Based” Budgeting Method. The annual capital outlay spending plan is developed
using a “zero-based” budgeting method in which all proposals eligible to compete in a specific fiscal
year are evaluated to determine that the highest priority projects are included in the spending plan
based on the funds available. FPPs not included in a specific year’s spending plan must compete in
a subsequent budget cycle. Between budget cycles, districts may update or modify the proposals as
needed to reflect changing local needs or priorities and resubmit in the next budget cycle.
Otherwise FPPs that are submitted for state funding but do not receive appropriations in the annual
state Budget Act have no automatic special standing in subsequent budget cycles.

Appeals Process. An appeal process is available when a district believes that its project was
omitted in error from either the state scope approval list or proposed annual capital outlay
spending plan. Districts are urged to contact their facilities specialist in the FPU for an explanation
of the project’s priority status. After discussions with the facilities specialist, if need be districts
may appeal in writing to the Chancellor.

DEPARTMENT OF FINANCE/LEGISLATIVE PROCESS

Once the annual capital outlay spending plan is approved by the Board, FPU staff advocate for state
funding with the Department of Finance and the Legislature for inclusion in the Governor’s Budget
and the state Budget Act, respectively. The FPPs included in the Capital Outlay Plan are transitioned
into Capital Outlay Budget Change Proposals (COBCPs) and submitted to the Department of Finance
on July 1 of each year {usually a year after the FPPs are submitted to the FPU).

The Department of Finance evaluates each COBCP for potential inclusion in the next Governor’s
Budget. Once the project is included in the Governor’s Budget, it is then evaluated by Legislative
staff for potential inclusion in the final state Budget Act. The Administration and Legislative Budget
Committees scrutinize all capital construction projects to determine if projects meet current state
priorities, i.e., seismic, life-safety, vital infrastructure, major code deficiencies, and increased
instructional access.






