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INTRODUCTION

On June 3, 2008, the Alum Rock Union Elementary School District (the “District”) submitted for
voter approval Measure G, a bond measure to authorize the sale of $179 million in bonds to
improve school facilities. This measure was submitted to voters under the terms and conditions
of Proposition 39 (Article XIII of the California State Constitution), which requires a 55 percent
affirmative vote for passage. Measure G passed with 79.09 percent vote,

Because the bond measure was passed pursuant to Proposition 39, the District was required to
” oversight committee and conduct two independent audits. The first audit is a

financial audit similar to a district’s annual financial audit. The second audit is a performance
audit, which evaluates the effectiveness, cconomy and efficiencies of the bond facilities program.

The District engaged Total School Solutions (TSS) to conduct the annual independent
performance audit for Measure G and report findings to the Board of Trustees and the
independent Citizens’ Bond Oversight Committee. This report is the annual performance audit of
the Alum Rock Union Elementary School District’s bond-funded facilities program from July 1,
2009 through June 30, 2010.
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EXECUTIVE SUMMARY

Total School Solutions (TSS) conducted this annual performance audit of the $179 million
Measure G Facilities Bond program for the period July 1, 2009 through June 30, 2010.

TSS, in conducting the audit, reviewed numerous documents produced by District staff and
consultants and interviewed persons involved in the bond program. Representations made by
District staff and consultants were used, where appropriate, to make assessments and formalize
conclusions, which are documented in this report. Each audit component was evaluated
separately and collectively based on the materiality of each activity and its impact on the total
bond program.

Following are the expenditures on Measure G projects since the passage of measure on June 3,
2008:

Fiscal Expenditure Percent of

Year Authorization
2008-09 $11,075,067 06.18 %
2009-10 $18,866,698 10.54 %

Total $29,941,765 16.72 %

The District issued $39 million of the original Measure G bond authorization and expended
approximately 17 percent of the total bond authorization ($30 million of the bond proceeds) on
the District’s facilities construction projects. The District utilized available funds from the State
School Facilities Program, Capital Facilities and Deferred Maintenance funds on other non-bond
funded facilities projects. Under the Measure G facilities construction program, the District has
now completed HVAC upgrades, streetscapes and re-roofing projects in nine schools since the
start of the program. In addition, the District awarded contracts for modernization and HVAC
projects for three schools and the new replacement campus project at San Antonio Elementary
School to start construction in the summer 0f 2010.

The current economic downturn has severely decreased the District’s assessed property values
and limited its ability to issue bonds in 2011 and the coming years. Staff reported that it will be
necessary to temporarily put the program on hold and the construction of projects deferred until
the economy improves and remaining Measure G bonds are issued. The District anticipates that
it could take three to four years before assessed property values increase to a level sufficient for
the District to issue an adequate portion of the remaining authorized bonds and continue with the

program.

The District facilities program uses an in-house facilities program management approach
combined with an outside third-party Project/Construction Management (PM/CM) firm in the
delivery of Measure G projects. This combined approach resulted in low overall program
management costs when compared to other districts. The District primarily utilized a Lease-
Leaseback (LLB) delivery method for the construction of streetscapes, modernization, HVAC
upgrades and new construction projects under Measure G.
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A seven member Citizens’ Bond Oversight Committee (CBOC) was appointed by the Board on
October 9, 2008, to provide oversight of the Measure G bond program, as required by law. As of
June 30, 2010, the Committee had held seven meetings to review facilities projects, including
four meetings during the current audit period. A CBOC website, set up in compliance with the
law, is accessible in the District website. It provides pertinent information, including bond ballot
language and CBOC bylaws, meeting agendas/minutes and facilities project updates. The
Committee presented its “2008-09 Annual Report” on April 15, 2010, during the regular meeting
of the Board of Trustees.

The performance audit identified commendations to the District for various aspects of the
facilities program, such as: accelerating schedules to take advantage of favorable bid pricing; a
cost-effective program management approach; keeping current information available on the
CBOC website; preparing expenditure reports and project status reports for all Measure G
projects; maintaining well organized project files; and good communication practices to keep the
community and District stakeholders informed about Measure G.

A number of sections throughout the audit report include recommendations which, in the opinion
of TSS, would enhance the District’s facilities program if implemented. Some of the more
pertinent recommendations include the development of a transition plan for the period from the
summer of 2011 to the projected resumption of the program, the establishment of modernization
eligibility for State funding, closer review of contingencies and allowances for lease-leaseback
contracts and providing the community with regular and timely information about the Measure G
bond program.

It is important that strong systems and procedures be in place and understood by all participants
in the Measure G bond process. The observations and recommendations made throughout this
audit report can help to strengthen those systems and procedures.

It should be noted that this work has been performed to meet the requirements of a performance
audit in accordance with Article XIII of the Constitution of the State of California, Any known
significant weaknesses and substantial noncompliance items have been reported to the District’s
management. This performance audit is not a fraud audit, which would be much wider in scope
and more significant in nature than this examination.

The readers of this report are encouraged to review the report of the independent financial

auditors in conjunction with this report before forming opinions and drawing conclusions about
the overall operations of the bond program.
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INDEPENDENT PERFORMANCE AUDITOR’S REPORT

We have conducted a performance audit of the Measure G bond program of the Alum Rock
Union Elementary School District, as of and for the fiscal year ended June 30, 2010. The
information provided herein is the responsibility of the District’s management. Total School
Solutions’ responsibility is to express an opinion on the pertinent issues included in the scope of
this performance audit.

In our opinion, the Measure G funds are being expensed in accordance with Resolution No. 41-
07/08 passed by the Board of Trustees on February 27, 2008. It is also our opinion that, for the
period ending June 30, 2010, the expenditures of the funds generated through Measure G bonds
were only for the projects listed in Appendix A, Exhibit B in this report. We have also
determined that the representations made to the public regarding the availability of state funds
were true and reasonable and that management’s estimates were reasonable and complied with
the best practices in modernization and new construction of school facilities.

This performance audit was conducted in accordance with the District’s defined scope of a
performance audit of the school facilities program and in accordance with the Government
Auditing Standards issued by the Comptroller General of the United States for financial and
performance audits. The District is also required to request and obtain an independent financial
audit of Measure G bond funds. Our opinion and accompanying report should be read in
conjunction with the independent financial auditor’s report when considering the results of our
performance audit and forming opinions about the District’s bond program.

This report is intended solely for the use of the management, the Board of Trustees, and the
independent Citizens” Bond Oversight Committee of the Alum Rock Union Elementary School
District, which have taken responsibility for the sufficiency of the scope of work deemed
appropriate for this performance audit.

Total School Solutions

April 30, 2011
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COMPLIANCE WITH BALLOT LANGUAGE

On February 27, 2008, the Board of Trustees of the Alum Rock Union Elementary School
District approved the placement of a $179 million dollar bond measure (Measure G) on the ballot
with the adoption of Resolution No. 41-07/08.

The full text of the ballot measure is presented in Appendix A. The following excerpt is
abbreviated language of the bond proposition as it appears in the ballot:

To improve neighborhood schools, fix leaky, deteriorated roofs, improve fire safety,
repair and upgrade classrooms, improve student safety and security, renovate outdated
restrooms, upgrade heating/ventilation/electoral systems for energy efficiency, and
computer technology, shall Alum Rock Union Elementary School District issue $179
million of bonds at legal rates to renovate, acquire, construct, repair and equip schools,
sites and facilities, with required independent financial audits, citizens’ oversight and no
money for administrators’ salaries.

Measure G, a Proposition 39 general obligation bond measure, required an affirmative vote of 55
percent of voters. The measure was passed by the voters on June 3, 2008, with 79.09 percent of
the vote. As required by Proposition 39 and the State Constitution, the District established an

annual financial and performance audits,

A question regarding the use of general obligation bond funds for program managers and other
internal staff is often a concern for school districts and oversight committees. In legal opinion
No. 04-110 dated November 9, 2004, the California Attorney General opined that. “A school
district may use Proposition 39 school bond proceeds to pay the salaries of district employees to
the extent they perform administrative oversight work on construction projects authorized by a
voter approved bond measure.” (For the full text of this Attorney General opinion, refer to
Appendix B.) The District is in compliance with the Attorney General opinion.

As of June 30, 2010, the District has issued $39 million ($39,000,328) of the original bond and
expended approximately $30 million (829,941,765) of issued bond funds. Total Measure G
expenditures as of June 30, 2010, are 16.72 percent of the $179 million authorization. All of the
expenditures of Measure G funds were for projects within the scope of the ballot language.

TSS finds the Alum Rock Union Elementary School District in compliance with the Measure G
ballot language.
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DISTRICT FACILITIES PROGRAM

While the scope of the performance audit is limited to the Measure G bond program, it is useful
1o review the District’s entire facilities program and other sources of funds to place Measure G
into context. In addition to Measure G funds, the District has received funds from developer fees,
the State School Facility Program, the State Deferred Maintenance Program, and various other
SOUrces.

The District funds used to account for facilities revenues and expenditures appear in the table
below.

Fund Description1

14 Deferred Maintenance

21 Building (Land Sales and General Obligation Bonds)
25 Capital Facilities (Developer Fees)

35 School Facilities (State Match Monies)

40 Special Reserve Fund Capital Outlay

IRefer to the following tables for a detailed accounting of funds and for an explanation of the use of the funds.

The table below presents the financial summary of the District’s facilities program for fiscal
years 2008-09 through 2009-10. As of June 30, 2010, the District’s combined facilities funds
have an ending balance of $11.9 million. For more detailed data by fund, refer to the Capital
Outlay Funds tables.

Revenues and Expenditures for Facilities Program (Consolidation of Funds)

Fiscal Year Ending Fiscal Year Endingr

June 30, 2009 June 30, 2010
Beginning Balance $4,274,168 $32,877,537
Revenues $1,376,439 $376,171
Expenditures ($12,386,085) ($21,321,776)
Sources $39,000,328 $0
Transfers In $612,687 $0
Net Change $28,603,369 ($20,945,605)
Ending Balance $32,877,537 $11,931,932

Page 6



The Building Fund (Fund 21) is used to account for the District’s Measure G bonds including
interest earnings. Accounting for Measure G only is maintained by the District and is reported
separately in the Measure G Financial Audit Report. For 2008-09 through 2009-10, Measure G
bond activity was as follows:

Building Fund 21 (Measure G)

Fiscal Year Endin

g Fiscal Year Ending

June 30, 2009* June 30, 2010°

Beginning Balance $0 $28,639,331
Revenues $714,070 $196,103
Expenditures (311,075,067) ($18,866,699)
Sources' $39,000,328 $0

Net Change $28,639,331 -$18,670,596
Ending Balance $28,639,331 $9,968,735

'Sale of Measure G bonds, in the amount of $39,000,328 on August 28, 2008

*Source: June 30, 2009 District’s Financial Audit, Vavrinek, Trine, Day & Co., LLP

*Source: June 30, 2010 District’s Financial Audit, Vavrinek, Trine, Day & Co., LLP
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The District’s outstanding debt is presented in the table below. This table includes prior bonds,
Measure G bond funds (including bond premium), certificates of participation, and capital leases.

District's Long-Term Debt Obligations

Fiscal Year Fiscal Year
Ending Ending
June 30, 2009 June 30, 2010

General Obligation Bonds

1998 GOB $6,666,749 $0
2002 GOB $7,945,000 $0
2003 GOB $5,640,000 $5,580,000
2005 GOB $15,105,000 $13,280,000
2007 GOB $9,365,000 $9,365,000
2009 GOB, Series A' $39,000,328 $39,053,245
2010 GOB $0 $13,600,000
Total GOB $83,722,077 $80,878,245
Premium $1,216,096 $2,031,557
Discount $0 ($41,048)
Defeasance Costs ($4,095,129) ($4,082,127)
cop?’ $0 $28,000,000
Discount $0 ($3,734,500)
Capital Leases * $963,609 $758,347
Total $81,806,653 $103,810,474

passed on June 3, 2008, Measure G authorized the sale of General Obligation bonds totaling 179 milli

on. Series A

bonds in the amount of $39,000,328 were issued on August 28, 2008. The remaining unused bond authority is about
$140 million. Detailed financial data for each issue, including bond premiums, is provided in the District’s audit

revenues.

report. Payments on the general obligation bonds are made by the bond interest and redemption fund with local

2Certificates of Participation (COPs) are Joans, not a source of revenue. In May 2010, the District issued $25 million
in COPs and in June 2010 an additional $3 million were issued for the purpose of subsidizing the funding of
construction projections while continuing to obtain funding from the issuance of additional general obligation bonds.

3Capital leases are payments of capital outlay expenditures, such as

District upon expiration of the lease period. Capital leases are paid by the General Fund.

portables, which provide for title to pass to the
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CAPITAL OUTLAY FUNDS
FISCAL YEAR 2008-09 (AUDITED)

Deferred Capital
Fiscal Year Ending Maintenance  Facilities Building County Schools
June 30, 2009 Fund Fund Fund Facilities Fund Total

Beginning Balance $213,709 $479,797 $0 $3,580,662 $4,274,168
Revenues $454,665 $64,086 $714,070 $143,618 $1,376,439
Expenditures (8213,709) (82,850) (811 ,075,067) (81,094,459) (81 2,386,085)
Sources $39,000,328 $39,000,328
Transfers In $612,687 $612,687

Net Change $853,643 $61,236  $28,639,33] -$950,841  $28,603,369
En%Balance $1,067,352 $541,033  $28,639,331 $2,629,821 $32,877,537

CAPITAL OUTLAY F UNDS
FISCAL YEAR 2009-10 (AUDITED)
Deferred Capital
Fiscal Year Ending Maintenance Facilities Building County Schools
June 30, 2010 Fund Fund Fund Facilities Fund Total

Beginning Balance $1,067,352 $541,033  $28,639,331 $2,629,821 $32,877,537
Revenues $10,197 $141,778 $196,103 $28,093 $376,171
Expenditures ($612,687) (3$280,304) (%1 8,866,669) ($1,562,116) ($21,321,776)
Uses $0
Sources $0

Net Change (8602,490) (81 38,526) ($1 8,670,566) __(81,534,023) (820,945,605)
Ending Balance $464,862 $402,507 $9,968,765 $1,095,798 $11,931,932

'The Deferred Maintenance Fund (14) is used for projects identified in the District’s Five-Year Deferred
Maintenance Plan. Typically, funding comes from a District-match contribution (transfer from the General Fund)
and a state-match contribution. Beginning with the 2008-09 fiscal year, the requirement for districts to contribute
matching funds has been suspended by the State through June 30, 2013.

"The Building Fund (21) is used to account for revenues and expenditures from General Obligation bond proceeds
(Measure G) on acquisition or construction of facilities and from land sales. Measure G, Series A for $39,000,328
was issued on August 28, 2008,

*The Capital Facilities Fand (25) is used to account for developer fees.

“The School Facilities Fund (35) is used to account for proceeds received from the State Allocation Board for

Facilities Fund.
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FACILITIES PROGRAM HISTORY/STATUS

To assist the community in understanding the District’s facilities program and the chronology of
events and/or decisions that resulted in the current scopes and costs for projects, this report
documents the events that have taken place since July 1, 2008. Major actions of the Board of
Trustees are listed in the table below.

Chronology of Facilities Board Agenda items July 10, 2008 - June 30, 2010."

DATE ACTION AMOUNT
July 10, 2008 Adopted Resolution No. 03-08/09 authorizing the sale of

Business Services Measure G Bonds that was approved by the voters in the Alum

Item #9.1 Rock Elementary School District on June 3, 2008. Based on

the interest rates and staying within the taxing requirements of
no more than $25 per $100,000 of assessed valuation as
specified in the ballot language, the amount of bonds to be
sold cannot exceed $40 million.

July 10, 2008 Adopted Resolution No. 04-08/09 Bond Oversight Committee

Business Services Establishment and By-Laws in compliance with Prop. 39 and

Item # 9.2 authorized the solicitation of members from the community
within 60 days of the date that the election results were
certified.

August 14, 2008 Approved contracts for Professional Services —

Consent Firms/Organizations

Item # 6.7

August 14, 2008 Approved Resolution No. 05-08/09 officially entering the June
Business 3, 2008 General Obligation Bond Election Results into the
Item # 8.1 minutes of the Board meeting.

August 14, 2008 Introductions and brief company synopsis from three (3) firms

Business selected through the Request For Proposal (RFP) process

Item # 8.2 PM/CM; Blach Construction, Inc., Skanska, and Facilities
Management Planning and Operations (FMPO). The Board
authorized staff to negotiate agreements with all three (3)
firms to provide Program Management and Construction
Management (PM/CM) Services for the District Bond
Program.

September 11, 2008 Approved contracts for Professional Services —

Consent Firms/Organizations.

Item # 7.6

September 11, 7008 General Obligation Bonds Election 2008, Series 2008A,
Consent Summary of Bond Sales.

Jtem #7.13
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DATE

ACTION AMOUNT

September 11, 2008
Consent
Item # 7.4

October 9, 2008
Consent
Item #7.7

October 9, 2008
Consent
Item#7.19

October 9, 2008
Supt/Board
Item # 11.1

November 13, 2008
Consent
Item # 7.8

November 13, 2008
Consent
Item#7.9

November 13, 2008
Consent
Item# 7.14

November 13, 2008
Consent
Item # 7.15

November 25, 2008
Consent
Item # 4.1

Lease Leaseback Agreement with Blach Construction, Inc.

Approved contracts for Professional Services —
Firms/Organizations.

Approved contract with Blach Construction, Inc for Bond $1,670,481
Program Construction Management/ Program Management

Services for the Measure G Alum Rock Bond Program.

Twelve Requests for Proposals (RFPs) were received and

screened by the committee. Interviews were conducted on July

28, 2008. Blach Construction, Inc. was recommended to be

awarded the contract for a three year period with a cost

estimate of $1,670,481.

Approved appointment of members of the Citizen’s Oversight
Committee (COC) which consisted of seven (7) members as
follows:

Parent: Josefina Ponce
PTA: LeLand Lowe
Business Organization: Maruim Bamburg
Senior Organization Ray Turner

Marc Frietas
Bertha Razo; Margarita Meza

Taxpayer Association
Community At Large:

Approved contracts for Professional Services
Firms/Organizations.

Approved Architectural Services Agreement.

Approved Resolution #17-08/09 and Resolution #18-08/09
California Uniform Public Construction Cost Accounting Act
(CUPCCAA).

Approved Contract Extension for Airedale AC Units and Heat
Pumps 80809-280209.

Approved contracts for Professional Services —
Firms/Organizations.
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DATE ACTION AMOUNT
December 18, 2008  Approved the Architectural Services Agreement

Consent

Item # 7.10

December 18, 2008  Approved NTD Architectural Fees for Services Provided
Consent

Item # 7.11

December 18, 2008  Approved WLC Architectural Fees for Service.

Consent

Item # 7.11

March 17, 2009 The Bonds Group presented a broad base view of current and
Bond Program future projects under the Measure G Bond Program which
Item #10.1 included streetscapes, pick-up/drop-off improvements at six

March 17, 2009
Bond Program
Item #10.2

April 9, 2009
Bond Program
Item # 10.1

May 14, 2009
Consent
Item # 7.16

May 14, 2009
Bond/ Facilities
Item # 10.1

schools and HVAC replacement at Mathson Elementary
School.

Authorized staff and Caldwell Flores Winters, Inc. to proceed
with filing of an application with the Department of State
Architects for the review and approval of the design and
necessary contracts for the reconstruction of San Antonio
Elementary School.

Approved the concept of Construction Careers Agreement
(CCA) and direct staff to commence negotiations with the
Santa Clara and San Benito Counties Building and
Construction Trades Council (BTC) on such an agreement to
bring back to the Board for future and final approval.
Approved six (6) Streetscape Construction Projects and one $14,174,559
(1) HVAC project. Scope of projects include safe drop-

off/pick-up areas to meet current ADA access requirements for

students, visitors and staff, as well as site security, fencing and

other off-site improvements at six elementary schools and new

HVAC installation at Mathson Middle School.

Arbuckle Streetscape................ $2,107,080
Chavez Streetscape ..........cooeeveee 1,624,526
Cureton Streetscape ...... «..oooveenee 1,976,646
Dorsa Streetscape ........ovve cevencee 1,916,197
Hubbard Streetscape ......... ....... 1,449,489
Mathson Streetscape ............ -..- 2,006,026

Mathson HVAC Replacement ......3,094,595

Approved and accepted the Construction Design for San
Antonio Elementary School as presented by Mr. Emesto
Flores of Caldwell, Flores, Winters, Inc. (CFW).
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DATE ACTION AMOUNT
May 14, 2009 Approved Blach Construction, Inc. for the not to exceed price $250,000
Bond/ Facilities 0f $250,000 to be the contractor to build the new San Antonio
Item # 10.2 Elementary School.
May 14, 2009 Approved the contract for pre-design and architectural $1,137,063
Bond/ Facilities services with NTD Architecture for the not-to-exceed price of
Item # 10.3 $1,137,063 for the new San Antonio Elementary School.
May 14, 2009 Approved the Delegation of Authority to the Superintendent to
Bond/ Facilities Approve Bids for Relocation of Portable Classrooms (Ed Code
Item # 10.4 Section 17604). (Non-Bond Projects)
June 18, 2009 Approved the Universal Maintenance Contract, Bonds $125,000
Contracts Over Department, Supplemental Warranty Services at six
$100,000 Streetscape Sites, $125,000.
Item # 7.2
June 18, 2009 Bond/ Approved the Project Labor Agreement with a career
Facilities component. The purpose is to promote efficiency of
Item # 8.1 construction operations during the construction of the Alum
Rock School District projects funded by proceeds of the
Measure G Bond.
July 9, 2009 Approved AMS . Net Contract, Bonds Department, Combine $150,000
Contracts Over Technology from Cisco and Berbee at Lucha School,
$100,000 $150,000.
Item # 7.1
July 9, 2009 Approved WLC Architects, Inc. Contract, Bonds Department, $300,249
Contracts Over Design HVAC and ADA Upgrades for Linda Vista Campus,
$100,000 $300,249.
Item # 7.2
July 9, 2009 Approved AMS.Net Contract, Bonds Department, Combine $150,000
Contracts Over Technology from Cisco and Berbee at Linda Vista School,
$100,000 $150,000.
Item # 7.3
July 9, 2009 Approved BFGC Architects, Inc. Contract, Bonds Department, $300,704
Contracts Over Design HVAC and ADA Upgrades for Meyer School Campus,
$100,000 $300,704.
Item # 7.4
July 9, 2009 Approved BFGC Architects, Inc. Contract, Bonds Department, $300,557
Contracts Over Design HVAC and ADA Upgrades for Lyndale School
$100,000 Campus, $300,557.
Item # 7.5
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DATE

ACTION

AMOUNT

July 9, 2009
Bond/ Facilities
Item # 8.1

July 9, 2009
Bond/ Facilities
Item # 8.2

July 9, 2009
Bond/ Facilities
Item # 8.3

September 10, 2009
Contracts Over
$100,000

Item # 10.1

September 10, 2009
Contracts Over
$100,000

Item #10.2

September 10, 2009
Contracts Over
$100,000

Item # 10.3

October 8, 2009
Contracts Over
$100,000
Item# 11.1

November 12, 2009
Bond/ Facilities
Item # 8.1

Approved petition to Authorize the Superintendent to file a
Notice of Exemption on the San Antonio School project site
with the County Clerk.

Approved Delegation of Authority to the Superintendent to
approve bids/award contracts per Education Code Section
17604, for the Repair and Maintenance of Classroom and
Administrative Office Building — formerly the Santa Clara
County Ridgemont High School located at 1665 Woodridge
Way, San Jose.

Approved Resolution No. 01-09/10, directing the
Superintendent to proceed with the application for Qualified
School Construction Bond (QSCB) funds through the
California Department of Education of up to $25 Million
under the American Recovery and Reinvestment Act of 2009
(ARRA) program funds.

Approved the ratification of bid to Guerra Construction
Group, the lowest responsive bidder for the 2009 Portable
Building Relocation at Fischer School (B0910-MT001C), in
the amount of $356,255. (Non-Bond Project).

Approved the ratification of bid award and contract to Guerra
Construction Group, the lowest responsive bidder for the 2009
Portable Building Relocation and Site Work at Rogers
Elementary School and Slonaker Academy (B0910-
MTO01A), in the amount of $478,683. (Non-Bond Project).

Approved the ratification of award and contract to Guerra
Construction Group, the lowest responsive bidder for the 2009
Portable Building Relocation at Linda Vista Elementary
School (B0910-MT001B), in the amount of $236,231. (Non-
Bond Project).

Approved NTD Architecture Contract, Bonds Department,
San Antonio School Modemization Project, $550,000.

Approve refunds to District for the final deductive change
orders based on completion of summer projects at below the
original proposed costs in the amount of $1,908,357.

$356,255

$478,683

$236,231

$550,000

$1,908,357
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DATE

ACTION AMOUNT

November 12, 2009
Consent
Item #9.13

December 10, 2009
Business Services
Item # 9.3

December 10, 2009
Business Services
Item # 9.4

January 14, 2010
Contracts Over
$100,000

Item # 10.1

February 11, 2010
Bond/Facilities
Item # 7.1

February 11, 2010
Contracts Over
$100,000

Item # 8.1

Approve the Notices of Completion forms for the summer
Streetscape Projects at Arbuckle, Chavez, Cureton, Dorsa,
Hubbard, and Mathson, as well as the Air-conditioning Project
at Mathson to be filed with the county and complete the close-
out projects with the Division of State Architect (DSA).

Adopted Resolution No. 17-09/ 10, Qualified School
Construction Bonds (QSCB) Issuance, to authorize the
execution and delivery of QSCB certificates of participation
and attendant legal documents and proceed to obtain the
financing available thereunder per recommendation of
Caldwell Flores Winters, Inc.

Adopted Resolution No. 18-09/ 10, Qualified School
Construction Bonds (QSCB) Issuance, to apply for an
extension, so that the District may issue QSCB certificates of
participation beyond the original December 31, 2009 deadline,
as per advice by the district’s Bond Counsel, Fulbright &
Jaworski, LLP.

Approved Bill Gould Design Art & Architecture Contract, $150,000
Bonds Department, to perform updates to the District’s

existing facilities master plan to incorporate the outcome of

the community forums related to school consolidation in the

amount of $150,000. This firm will be able to revise the

current master plan developed for Measure G to capture the

outcome of school consolidation discussions and guide the

housing of students and the ongoing facility improvement

program district-wide.

Approved delegation of authority to the Superintendent to
approve Lease-Leaseback Contract or phases thereof for Pala
Middle School Leaseholder Improvements (add parking
spaces, demo CNS building wing, electrical work and new
meal assembly space) to be ratified by the Board at the next
appropriate Board meeting.

Approved Addendum No. 3 to provide Airedale units to $700,000
upcoming HVAC project at Linda Vista, Lyndale, Meyer and

Hubbard. Contract was awarded on Nov. 13, 2008 to Air

Treatment Corporation to provide Airedale HVAC units to

Alum Rock School District. Measure G Projects. NTE

$700,000.
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DATE

ACTION AMOUNT

February 11, 2010
Contracts Over
$100,000

Item # 8.2

February 11, 2010
Consent
[tem# 9.16

February 11, 2010
Consent
Item# 9.23

March 11, 2010

Admin Services Item

#8.3

April 15,2010
Administrative
Services

Item # 8.1

April 15,2010
Contracts Over
$100,000

Item # 10.1

April 15,2010
Contracts Over
$100,000

Item # 10.2

Approved Lease-leaseback Agreement for the Hubbard $3,750,000
Elementary School Administration Building and

Modernization Project. This project includes construction of a

new administration building, the addition of air conditioning at

the multi-use building, remodeling the existing administrative

space into a library/instructional space, student restroom

modernizations and mandated ADA upgrades. Measure G

Projects. NTE $3,750,000.00 to Blach Construction, Inc.

Approved Resolution No. 29-09/10 that the Board of Trustees
of the Alum Rock Elementary School District Proclaims the
Exemplary Team Effort of Neil Rauschhuber, Caldwell Flores
Winters, Inc., NTD Architects and Blach Construction, in
obtaining State approval for the New San Antonio School
Project.

Approved an applicant, Mr. Andres Quintero to be appointed
to the Citizen’s Oversight Committee (COC) who is an active
member in a bona-fide taxpayers association.

Approved Resolution No. 44-09/10 Authorizing the Issuance
of Alum Rock Union Elementary School District of Santa
Clara 2010 General Obligation Refunding Bonds (GOB). Sale
of refunding bonds will be for the purpose of reducing debt
service obligations of District taxpayers. More specifically,
proceeds from the sale of the refunding bonds will be used to
redeem certain prior bonds of the district issued in 1997 and
2001.

Assistant Superintendent of Administrative Services reported
that the District’s $13,600,000 1991 Election General
Obligation Refunding Bonds 2010 Series A were sold to Piper
Jaffray & Company on March 18, 2010, in the aggregate
principal amount of $13,600,000.

Approved contract for DSA Inspector of Record (IOR) for the $213,840
San Antonio Phase I Project. Proposals were solicited from the
District’s pre-qualified pool of JOR’s for this project. Bonds
Department, $213,840.

Approved contract for Emery Smith, DSA Special Inspector, $193,943
for the San Antonio Phase I Project. Smith Emery, Co.

possesses adequate resources and submitted the most

competitive proposal from among the District’s pool of pre-

qualified special inspection providers. Bonds Department,

$193,942.80.
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DATE ACTION AMOUNT
April 15,2010 Mr. Ray Tumner, Chairperson of the Citizens Oversight

Bond/ Facilities Committee (COC), presented the annual COC report on the

Item#11.1 Measure G Bond. Of the $179 million authorized, $39 million

May 13, 2010
Bond/ Facilities
Item #9.1

May 13, 2010
Bond/ Facilities
Item #9.2

May 13, 2010
Bond/ Facilities
Item#9.3

May 13, 2010
Bond/ Facilities
Item #9.4

have been sold, $19 million have been spent on completed
projects to date, and approximately $11 million were spent on
the projects in the 2008-09 school year.

Authorized staff to enter into a Lease-Leaseback contract with
a Guaranteed Maximum Price (GMP) not-to-exceed $5.65M,
with savings to be returned to the District per the terms of
contract for Linda Vista air~Conditioning, Streetscape, and
Modernization Project with Blach Construction. Staffis
secking authorization to enter into contracts for this work
within the Board approved limits once the competitive bidding
is completed, the qualified, responsive bidders are selected;
and DSA approval is granted, all of which will occur prior to
the June Board meeting,

Authorized staff to enter into a Lease-Leaseback contract with
a Guaranteed Maximum Price (GMP) not-to-exceed $5 .85M,
with savings to be returned to the District per the terms of
contract for Lyndale Air-Conditioning, Streetscape, and
Modemization Project with Blach Construction. Staffis
seeking authorization to enter into contracts for this work
within the Board approved limits once the competitive bidding
is completed, the qualified, responsive bidders are selected; all
of which will occur prior to the June Board meeting.

Authorized staff to enter into a Lease-Leaseback contract with
a Guaranteed Maximum Price (GMP) not-to-exceed $1 7.5M,
with savings to be returned to the District per the terms of
contract for the construction of San Antonio Elementary
School Phase I (New Campus) with Blach Construction. The
final contract will be executed upon receipt of the financing
authorized under the QSCB program. This work wil begin in
June 0f 2010 and be completed in August of 201].

Approved the Delegation of Authority to Approve Bids and
Award Contracts for the Repair and/or replacement of roofing,
flooring, lockers and concrete/asphalt District-wide. Due to
conflicts between bid dates and board agenda deadlines,
significant delays may occur necessitating the flexibility
afforded by Delegation of Authority in order to complete the
projects on schedule. The Delegation of Authority will be
valid for the duration of a three (3) month period from the
Board approved date.

$5,650,000

$5,850,000

$17,500,000
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DATE

ACTION AMOUNT

May 13, 2010
Consent
Item # 10.16

The Superintendent ecommended that the Board appoint Mr.

Frank Q. Cortez to the Citizen’s Oversight Committee (COCO)

as a member active in a business organization representing the
business community in the District.

June 23, 2010 Bond/ Approved the Lease Agreement for Interim Housing between

Facilities the City of San Jose and Alum Rock School District for the

Item # 8.1 San Antonio students at the Mexican Heritage Plaza.

June 23, 2010 Bond/ Approved the San Antonio Elementary School Interim $400,000
Facilities Housing Lease-Leaseback Contract with Blach Construction

Item # 8.2 Company in the amount of Not-To-Exceed $400,000 with

savings to be returned to the District per the terms of the
contract. The scope of this contract is to provide modification
of (3) potential classroom spaces at the Mexican Heritage
Plaza, to augment (2) classrooms already existing at that site,
as well as make required modifications to (2) classrooms at
Mathson Middle School to temporarily house San Antonio
students displaced by construction of the new school at their
existing campus. This work begins in June 2010 and complete
in August 2010.

1 Geveral facilities items included in the list are not related to the bond program, but have been included to present a
more complete picture of the District’s entire facilities program. Non-bond items should be considered to be
information only, and are not a part of the bond performance audit.
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COMPLIANCE WITH STATE LAW, GUIDELINES, AND DISTRICT POLICY

Process Utilized

TSS examined standard bid documents, contract documents, applicable State of California laws
and regulations, District policies, reports, and other relevant documentation related to the
District’s bond program. Interviews with key District staff were held to obtain information
regarding the District’s practices.

Background

There are numerous legal and regulatory requirements associated with the delivery of California
public school construction projects. Various codes and regulations govern these processes.

This review assesses the overall compliance with standards resulting from these legal and
regulatory requirements. TSS has developed this assessment of compliance to analyze the
functionality of the District’s bond facilities program. It should not be viewed or relied upon as a
legal opinion. This section does not include a review of compliance with the California Building
Code or other related requirements.

TSS has reviewed the following two distinct categories of requirements ( 1) compliance with
state law and regulations and (2) compliance with District policies.

State Law

Many requirements for the construction of public schools appear in different California codes,
accompanied by regulations from various agencies. The Alum Rock Union Elementary School
District complies with these requirements through the District’s bidding and contract documents,

The following items are required to appear in the bid documents:

* Division of the State Architect (DSA) approval for individual project/plans and
specifications, if subject to DSA review and approval.

* Notice To Bidders: The Notice To Bidders includes the required notification for project
identity; date, time, and place of bid opening; contractor’s license requirements for the
type of construction and the validity of that license; bid bond and certified bid security
check requirements; payment bond requirements; performance bond requirements;
substitution of securities information; definition of prevailing wage requirements;
statement establishing blind bid process; and a reservation of the ri ght to reject all bids.

* Bid Bond: A bid bond is present in the package and demanded of the contractor on a form
prepared by the District, as required.

* Non-collusion Affidavit: A non-collusion affidavit form is provided and demanded of the
contractor.

¢ Escrow Agreement for Security Deposits in Lieu of Retention: This item is included as an
option, as required.
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Performance Bond: A performance bond for 100 percent of the contract price, on a form
prepared by the District, is demanded of the contractor and included in the bid package.

Payment Bond: A payment bond for 100 percent of the contract price, on a form prepared
by the District, is demanded of the contractor and included in the bid package.

Workers' Compensation Certification: The contractor is required to certify compliance
with the state workers’ compensation regulations.

Prevailing Wage and Related Labor Requirements Certification: The contractor is
required to certify compliance.

Drug-Free Workplace Certification: The contractor is required to provide a drug-free
workplace certification.

Hazardous Materials Certification: The contractor is obligated to provide certification
that no hazardous materials were to be furnished, installed, or incorporated in any way
into the project.

Lead-Based Materials Certification: The contractor is required to certify compliance with
lead-based materials regulations.

Criminal Background Investigation/Fingerprinting Certification: The contractor is
required to select a method of compliance and to certify compliance with criminal
background investigation/fingerprinting requirements.

State law does not require the items listed below; however, they are required for State funding:

Prevailing Wage and Related Labor Requirements Certification: The contractors are
required to certify compliance with the State Public Works Contract requirements.

Disabled Veteran Business Enterprise (DVBE) Participation Certification: The
contractor is required to certify compliance with the DVBE requirements as set forth in
the State’s School Facilities Program.

The items below are best practices. They are not required by state law or for state funding:

Instructions to Bidders
Notice of Award
Notice to Proceed
Agreement

Escrow of Bid Documentation

For a full review of the District’s compliance with contract and bidding requirements please see
the Best Practices in Bidding and Procurement section of this report.
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Prevailing Wage Law/Labor Compliance Program

In California, contractors and subcontractors on public works projects must comply with the
California Prevailing Wage Law (Labor Code 1720 et seq.). This law stipulates that workers
must be paid the prevailing hourly wages and fringe benefits, as specified by the State
Department of Industrial Relations, for the region where a construction project is located.

Traditionally, a school district ensures that the Prevailing Wage Law is complied with by
requiring contractors and subcontractors to maintain certified payroll records for each worker.

contractors and subcontractors complied with the prevailing wage law. Under AB 1506, a school
district must provide assurances in writing, that it, or a third-party contractor, will enforce the
required LCP, transmit that information to the State Allocation Board (SAB) and take all
appropriate measures throughout the construction project to verify compliance.

In November 2007, Proposition 1D passed without the requirement of a LCP. Subsequent
legislation that would have reinstated .CP (SB 18, 2007) for Proposition 1D funding was vetoed
by the Governor.

On February 20, 2009, SBX2 9 was signed into law which re-established the LCP for school
district facility construction projects that receive State bond funds, Prior LCP programs required
school districts to provide LCP services directly, or through third-party providers. SBX2 9
requires the Department of Industrial Relations (DIR) to directly enforce prevailing wage
requirements. Funding for this process would be provided by a fee from the School Facilities
Program equaling 0.25 percent of the State funding. This fee would be provided directly to the
DIR for enforcement of labor compliance. (Note: The SAB grant amounts will be increased
accordingly.) School districts that have an approved in-house LCP at the time the new
regulations are established may apply for an exemption from the new fee. If a school district
contracts with a third-party LCP provider, such services may not be eligible for this exemption.

On October 21, 2010, the DIR took emergency action to suspend the implementation of SBX2 9,
which resulted in all existing LCP programs reverting back to pre-SBX2 9 status. Since the
District has a contract with a third party provider (PB Americas, Inc.) for labor compliance
services there is no need to do anything as it relates to SBX2 9 until the DIR takes further steps
to implement SBX2 9.

Regardless of whether a school district is required to have a LCP for state-funded projects, it
must fully comply with the prevailing wage law. To ensure compliance with the law, a school
district should develop and implement policies and procedures to be applied to all construction
projects, regardless of the source of funding.
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District Policy

Comprehensive board policy and administrative regulations allow for informed and timely
decision making and governance, as well as establishing clear protocols for business functions
and facilities program management.

TSS reviewed existing District policies related to business services and facilities for
completeness and compliance, which are available for review on the District’s website. The
7000 series policies related to Facilities and School Construction have most recently been
updated in 2004.

The District has adopted the following Board Policies (BP) and Administrative Regulations (AR)
for its community relations, business and non-instructional operations and facilities program:

Series 1000 — Community Relations (Select Items)

BP/AR Description Alﬁf,ﬁéfn D:/tleo thlllz?v?:it«m

BP 1100 Communication with the Public 06/04 06/04
AR 1100 Communication with the Public 06/04 06/04
BP 1220 Citizen Advisory Committees 06/04 06/04
AR 1220 Citizen Advisory Committees 06/04 06/04
BP 1330 Use of School Facilities 06/04 07/07
AR 1330 Use of School Facilities 06/04 06/04

Series 3000 — Business and Non-instructional Operations (Select Items)

BPAR  Description i Date of Revision
BP 3111 Deferred Maintenance Funds 04/04 04/04
BP 3280 Sale, Lease, Rental of District-Owned Real Property 04/04 10/07
AR 3280 Sale, Lease, Rental of District-Owned Real Property 04/04 04/04
BP 3310 Purchasing Procedures 04/04 04/04
AR 3310 Purchasing Procedures 04/04 04/04
BP 3311 Bids 04/04 08/07
AR 3311 Bids 04/04 04/04
BP 3312 Contracts 04/04 04/04
BP 3511 Energy and Water Conservation 04/04 04/04
AR 3511 Energy and Water Conservation 04/04 04/04
AR 3515 Campus Security 04/04 04/04
AR 3515.6 Criminal Background Checks for Contractors 04/04 04/04
BP 3517 Facilities Inspection 10/07 10/07
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Series 7000 - Facilities

* Related specifically
provide oversight of
the Board approved
CBOC and its dutie

BPAR  Description Adoption_ Date o Remseny

BP 7000 Concepts and Roles 06/04 06/04
BP 7110 Facilities Master Plan 06/04 06/04
AR 7111 Evaluating Existing Buildings 06/04 06/04
BP 7131 . Relations with Local Agencies 06/04 06/04
BP 7140 Architectural and Engineering Services 06/04 06/04
AR 7140 Architectural and Engineering Services 06/04 06/04
BP 7150 Site Selection and Development 06/04 06/04
AR 7150 Site Selection and Development 06/04 06/04
AR 7160 Charter School Facilities 06/04 06/04
BP 7210 Facilities Financing 06/04 06/04
BP 7211 Developer Fees 06/04 06/04
AR 7211 Developer Fees 06/04 06/04
BP 7213 School Facilities Improvement Districts 06/04 06/04
AR 7312 School Facilities Improvement Districts 06/04 06/04
BP 7214 General Obligation Bonds 10/07 10/07
AR 7214 General Obligation Bonds 06/04 06/04
BP 7310 Naming of Facility 06/04 06/04

Observation

to the Citizens’ Bond Oversight Committee, which was created to
the Measure G bond, as required by the provisions of Proposition 39,
Administrative Regulation 7214 in June 2004, which defines the
s. Included within AR 7214 is a provision that the “oversight

committee shall issue regular reports, at least once a year, on the results of its activities.”
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CITIZENS’ BOND OVERSIGHT COMMITTEE

California Education Code Sections 15278-15282 established the duties of a school district and
its duly formed citizens’ oversight committee with respect to Proposition 39 bond measures. This
code requires that the governing board establish and appoint members to an independent
citizens’ bond oversight committee within 60 days of the date that election results are certified.

After passage of Measure G on June 3, 2008, the District created a Citizens’ Bond Oversight
Committee (CBOC) to oversee Measure G. On October 9, 2008, the Board appointed seven
members to the CBOC, with initial membership representation from the following six categories:

Business Community (one member)

Senior Citizens’ Organization (one member)

Taxpayers’ Organization (one member)

Parent or Guardian of child enrolled in the District (one member)

Parent or Guardian of child enrolled in the District, plus Active in a Parent-Teacher
Organization (one member)

e Community-At-Large (two members)

e o o ¢ o

On February 11, 2010, one additional member of the CBOC was appointed by the Board,
representing a Taxpayers’ Organization. This member was appointed to replace the Taxpayers’
Organization representative who was unable to complete their service on the CBOC. The
District subsequently lost the individual representing the Business Community and that position
remained vacant for the remainder of 2009-10.

To provide direction to the CBOC, in addition to the law, the Board approved Bylaws on
October 9, 2008. Those Bylaws set forth the duties and responsibilities of the CBOC, including
a requirement that the committee meet at least once a year, and present an annual written report
to the Board of Education.

Education Code Section 15280(b) requires that a Citizens’ Bond Oversight Committee establish
and maintain a website. The District CBOC and Measure G information can be found on the
District’s website and includes information on the CBOC Members, and Bylaws, Ballot
Language, Measure G Project updates, and meeting agendas and minutes.

According to District staff and records, the CBOC held four meetings during July 1, 2009
through June 30, 2010: August 12, 2009, October 21, 2009, February 23, 2010, and March 16,
2010, as required by the Bylaws. Meeting attendance is outlined in the table below.

Committee Meetings and Membership

Meeting Date Present Absent Quorum
August 12, 2009 6 1 Yes
October 21, 2009 6 1 Yes
February 23, 2010 4 2 Yes
March 16, 2010 5 1 Yes
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The website information included minutes from the March 16, 2010 meeting; however, no
meeting agenda was available on the website for the March 16, 2010 meeting. The Annual report
from the CBOC to the Board of Education, presented on April 15, 2010, was available on the
website, as required by the Bylaws. The website also identifies a future meeting schedule. This
is the first Performance Audit prepared by TSS of the Measure G program; therefore, there were
no previous audits posted.

Observations

¢ The District has established a page on the District website for Measure G information and
Citizens® Bond Oversight Committee information, easily accessible by members of the
public.

¢ The records available on the District website regarding meeting schedules, agendas and
minutes of the CBOC were found to be complete with the exception of the March 16,
2010 meeting. Additionally there was information available regarding the status of
projects in the Measure G program.

¢ The District was successful in initially recruiting and appointing a seven member CBOC,
but has had difficulty filling vacated membership slots and maintaining a seven member

committee, which is required by law.

Recommendation

* The District should recruit a minimum of two additional members to serve on the CBOC
to meet the minimum of seven member requirement outlined in Citizen’s Bond Oversight
Committee Bylaws, Section 5.1. Further, the District should consider an annual
appointment of additional committee members to ensure that terms of service are
staggered to avoid a potential problem if all member terms expired at the same time.
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STATE SCHOOL FACILITY PROGRAM

Background

Board Resolution No. 41-07/08, approved by the Board on February 27, 2008, called for Bond
Measure G to provide funding:

“To improve neighborhood schools, fix leaky, deteriorated roofs, improve fire safety,
repair and upgrade classrooms, improve student safety and security, renovate outdated
restrooms, upgrade heating/ ventilation/ electrical systems for energy efficiency, and
computer technology......... » The language of Measure G directed the District to seek all
available sources of funding: “The District must maximize its resources through efficient
facility and financial management, seek energy and utility cost savings, must aggressively

apply for State matching funds.......... » in conjunction with bond funds.

The Measure G Priority Schools Project List presented generalized groups of projects in the
following categories; (a) install and upgrade fire prevention, security and emergency response
systems, including safety locks and fencing at school sites so that all students are safe; (b) basic
repairs, such as leaky roofs and installing and upgrading heating, cooling and ventilation systems
to make them more energy efficient; (¢) upgrade classroom technology and technology
infrastructure; (d) renovate, upgrade classrooms, buildings, including support areas, upgrade
facilities as needed, improve access for student and teachers with disabilities, remove hazardous
materials, if any; and (e) enhance student safety with improved security systems, lockable gates,
security locks and emergency communication systems and outdoor lighting. The majority of
these groups of projects are eligible construction work for funding under the Sate School
Facilities Program (SFP). During the last ten years, the District filed facilities applications and
completed projects under the following SFP programs:

50 — New Construction
57 — Modernization

Under the SFP, the District applied for, received funding and completed the construction of one
new construction project (San Antonio Elementary School). It also applied for, received funding
and completed the construction of twelve modernization projects under the SFP program prior to
Measure G. The following table summarizes the amounts of funds received from the State, the
District matching funds for completed projects and active construction projects.
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State Program o State Grant District
SAB Application # Amounts Match
New Construction - Completed 50--002! $2,567,280 $4,560
New Construction - Active 50-0082 $6,951,356 $6,951,356
Modernization - Completed 57- $19,364,268 $3,954.719
001 thru 0123
Modemization - Active none $0 $0
Totals  $28,882,904 $10,910,635

"This new construction project at San Antonio Eleme

hardship application prior to the passage of Measure G.

2

The application for new construction grant for the rep

in the Unfunded Approvals List of the OPSC/SAB.

*These modemization projects for twelve elemen

applications prior to the passage of Measure G.

(The financial data presented in the above table cam
Construction/State Allocation Board

status for all school districts).

Please refer to the sections entitled “State Modernization Status” and
Status” for detailed discussion on the status and details of

the SFP program.

ntary School was funded by the state under financial
lacement of San Antonio Elementary School is currently

tary schools were funded by the state under financial hardship

e from the Office of Public School
[OPSC/SAB] website, which maintains current project

“State New Construction
District applications and grants under
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STATE NEW CONSTRUCTION STATUS

New Construction Baseline Eligibility

Under the State School Facility Program (SFP), the state provides New Construction Grants on a
50/50 State/ local sharing basis for public school capital facility projects. The grant is the State’s
share for the estimated project costs which include, but are not limited to, funding for design,
building construction, technology, tests, inspections and furniture/equipment. State new
construction grants do not include the costs for site acquisition, site utilities, off-site, service-site,
and general-site development costs that may qualify for additional or separate funding. Funds for
new construction are granted on per unhoused pupil basis and calculated based on the District’s
new construction eligibility or the number of unhoused pupils established by the district and
approved by OPSC/SAB.

The District’s New Construction baseline eligibility is the difference between the projected
enrollment and the existing building’s student capacity. It is determined and approved by the
OPSC/SAB based on calculations prepared and submitted by the District on form SAB 50-03
(Eligibility Determination) and data submitted by the District previously on forms SAB 50-01
(Enrollment Certification/Projection) and SAB 50-02 (Existing School Building Capacity). In the
SAB 50-01 form, the District uses the California Basic Educational Data System (CBEDS) data
to provide the OPSC/SAB with information such as current enrollment numbers, previous three
or seven year enrollment numbers and projected enrollment numbers for the next five or ten
years. In the SAB 50-02 form, the District reports the existing school building student capacities
using the number of classrooms or teaching stations available in the facilities that are used to
house the projected enrollment reported in the SAB 50-01. Once the baseline new construction
eligibility has been established, the District may update its eligibility annually based on current
CBEDS enrollment data. The District’s certified enrollment projection reflects enrollment
growth or decline which, in turn, results in an increase or decrease in new construction
eligibility. As of June 30, 2010, the District’s new construction eligibility is presented in the

table below.

New Construction Baseline Eligibility

Eligibility
District
K6 7-8 9-12 Non-Severe Severe
Established Eligibility 5,390 -1,874 0 0 0
SAB approvals/Adjustments -4,137 88 0 -250 135
Remaining Eligibility 1,253 -1,786 0 -250 135

The District processed SAB 50-03’s, SAB 50-04’s, and SAB 50-05’s for funding of a new
construction project for San Antonio Elementary School during the period from 2000 through
2003, before the election of Measure G bond. The District received state funds in the amount of
$2.567,280 under a financial hardship application and contributed $4,560 of District funds. For
this project, the District received a state grant of 99 percent of the total estimated cost of the
project. The attached table entitled, “Pre-Measure G New Construction Projects™ list the details
of state (SFP) funded new construction as of June 30, 2010.
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Pre-Measure G State (SFP) New Construction Projects

SAB Eligibility SAB Project
School Grade R usc:gon 41 Approval E“g“’""z . Approval
PP (50-03)* Enrollme (50-04)
50/002 05/24/00 05/24/00
San Antonio SAB Fund SAB Grant  District Match
Elementary K-5 Release Amount Amount Status
(50-05) (%)? (%) As of June 30,
2010
$2,567,280 $4,560 PM
01/21/03 (99%) (1%) Complete
Total $2,567,280 $4,560

"A project number is assigned when form SAB 50-04 is filed, which requires DSA-stamped plans and California
Department of Education (CDE) approval.

’SAB eligibility is based on Forms SAB 50-0] (Enrollment Certification/Projection), SAB 50-02 (Classroom
Inventory), and SAB 50-03 (Eligibility Determination). Updated forms SAB 50-01 with current CBEDS enrollments
must be submitted when SAB 50-04 project applications are filed.

The state grant amount is 50 percent of the total state new construction budget, unless a facility or financial
hardship application was filed and approved.

The following table, “Measure G State (SFP) New Construction Projects™, lists the District’s
active project applications and status ag of June 30, 2010. The scope of the new
construction/school replacement project for San Antonio Elementary School includes tear down
and replacement of the school, new multipurpose building, administration building and

on the state SFP Unfunded Approvals List for an unfunded state apportionment of $6,951,356, as
of May 26, 2010. The District did not apply for facility or financial hardship for this project,
therefore, the total state apportionment for this project will not include additional apportionment
for hardship. The district match amount for this project, which is anticipated to be $6,951,356
(50 percent of the state approved construction budget), is presumed to come from Measure G
bond funds.

With the San Antonio Elementary School Project on the SFP Unfunded Approvals list, the
District now has the opportunity to receive funding of the apportionment when the State
Allocation Board (SAB) allocates additional funds and approves apportionments for qualified
school projects during their meetings in the coming months when priority funding is determined.
Several priority funding rounds occur during the year as state funds become available.
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Measure G State (SFP) New Construction Projects

SAB Eligibility P SAB Project
SAB Eligibility
School Grade o 1 Approval Approval
Application # (50_03)2 Enrollment (50-04)
50/008 05/24/00 525 05/26/10
San Antonio i SAB Fund SAB Grant  District Match
Elementary School K-5 Release Amount Amount Status
(50%)° (50%) As of June 30,
(50-05)
2010
$6951356¢ $6,951356 M Complete
Total $0 $6,951,356 96,951,356

'A project number is assigned when form SAB 50-04 is filed, which requires DS A-stamped plans and Califonia
Department of Education (CDE) approval.

IGAB eligibility is based on Forms SAB 50-01 (Enrollment Certification/Projection), SAB 50-02 (Classroom
Inventory), and SAB 50-03 (Eligibility Determination). Updated forms SAB 50-01 with current CBEDS enrollments
must be submitted when SAB 50-04 project applications are filed.

3The state grant amount is 50 percent of the total state new construction budget, unless facility or financial hardship
applications have been filed and approved.

*The project is listed under the SFP Unfunded Approvals as of May 26, 2010.
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STATE MODERNIZATION STATUS

Modernization Baseline Eligibility

The State School Facility Program (SFP) modernization grant provides state funding for
improvements to school facilities on a 60/40 basis. Projects eligible under the program include
upgrades and replacements to air conditioning, plumbing, lighting and electrical systems and
other building systems. Eligibility for a modernization project is established when Form SAB 50-
03 is filed with the state, and the State Allocation Board (SAB) approves the application. A
school district designs and submits a project to the Division of State Architect (DSA) and the
California Department of Education (CDE). The district awaits both agencies’ approvals before
filing Form SAB 50-04, which establishes funding for a project. If financially advantageous, a
district may file a revised SAB 50-03 to reflect the most recent enrollment data. Once the
bidding process for a project is complete, the district files form SAB 50-05 to request a release of
the state share of modernization funds for the project.

The District’s previous modernization program occurred during the period from 2000 through
2005. SAB 50-03’s, SAB 50~04’s and SAB 50-05s were processed by the District for twelve
school modernization projects constructed from 1999 through 2002. The District received state
funds totaling $19,364,268 (83 percent) for these modernization projects for which the District
contributed $3,954,719 (17 percent) of the overall costs. These projects were funded under the
SFP program as financial hardship modernization projects and therefore received state shares
ranging from 88 percent up to 97 percent of the total estimated cost of the project. The table
below titled, “Pre-Measure G State Modernization Projects”, shows data and status of these
twelve modernization projects as of June 30, 2010.

The Office of Public School Construction/State Allocation Board (OPSC/SAB) maintains an
internet website and publishes and updates the current project status of SAB applications from all
school districts. Based on data published in the website, the District has no active funding
applications in-process for modernization projects that could be co-funded and constructed under
the Measure G facilities construction program. As the District files additional modernization
documents with OPSC/SAB, the District could receive state funding for eligible schools included
in the Measure G bond project list. The amount and timing of potential future state
modernization funding cannot be determined until the District files project applications for
funding (Form SAB 50-04).

The District has nineteen elementary schools, eight middle schools and an urban community
school. Modernization eligibilities under the SFP Modernization Program for twelve of these
schools were established in 1999, funded and modernized through 2002. These previously
modernized schools currently do not have remaining modernization funding eligibility. However,
the fourteen remaining school sites which were not included in the 1999-2002 modernization
program could potentially be eligible for state funding under the SFP. Based on the State School
Facilities Program (SFP) criteria, school facilities become eligible for state modernization
funding when the facility reaches 25 years old. Exceptions are portable classrooms which
become eligible after 20 years. The table below titled, “Potential Future State (SFP)
Modernization Projects™, lists seventeen schools that could potentially become eligible for
funding under the SFP Modernization Program as of June 30, 2010".
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Observation

According to the records published in the Office of Public School Construction/State
Allocation Board (OPSC/SAB) website, the District has not established the eligibilities
for state modemization funding of the remaining twelve elementary schools and five
middle schools. When the District approved Resolution # 41-07/08 to place Measure G
on the ballot, the District stated that it will apply for State matching facility improvement
money when eligible. Measure G bond funds can be used to match potential funds
received from the SFP as required by the program.

Recommendation

It is recommended that the District compile and submit all the necessary documentation
for the establishment of modernization eligibilities for the remaining school sites to the
OPSC/SAB as soon as possible. Early establishment of eligibility and availability of an
estimate of state funding/grant available for district modernization projects will prove
useful in the development of project budgets and cash flow analysis for the Measure G
facilities program.
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PROJECT/CONSTRUCTION MANAGEMENT

The District utilizes the following two approaches to project and construction management: (1) a
“traditional” method as described below: and (2) hiring an outside construction management firm
for project and construction management of most bond project tasks.

The “traditional” method involves the following participants:

Owner Representative (District staff - see table below)

General Contractor

Architect/Engineer of Record (AOR)

Inspector of Record (IOR)

Consultants (specialists, as needed, such as civil engineer, geotechnical engineer, labor
compliance consultant, etc.)

* & ¢ o @

As of June 30, 2010, District staff with responsibility for oversight and management of bond
projects are noted in the table below. These positions were assigned to the bond program during
both the 2008-09 and 2009-10 fiscal years.

Staff Position Full-time Equivalent (FTE)’
Chief Facilities Bond Officer 1.0
Facilities Manager/Coordinator 0.75
Administrative Assistant 1.0
Total 2.75

TA 1.0 Full-time Equivalent or 1.0 FTE is an employee who works a standard
40 hour week.

The primarily in-house facilities management approach often results in a more cost-effective
project management program when compared to other project management approaches. The
District takes care of some project management in-house, such as hiring of Architects and other
Consultants, tracking State funding applications, overseeing bidding, etc. The District operates
the bond program primarily with three in-house staff members; a Chief Facilities Bond Officer
(1.0 FTE), Facilities Manager/Coordinator (only 0.75 FTE), an Administrative Assistant (1.0).
Other internal District staff assist with work on bond projects but are not charged to the bond
program. These other staff members include a Purchasing Agent, a Chief Technology Officer
and the Director of Maintenance, Operations and Transportation (MOT).

The external method for project management involves hiring a third-party project/construction
management firm for construction projects. The District hired Blach Construction to manage
most of the project management and construction management tasks in the bond program. Blach
Construction is responsible for overseeing the Architects, Contractors and Inspectors. The firm
also conducts the bid job walks, works with the Purchasing Department to assemble bids, tracks
contractor progress, oversees inspection staff and is also the primary point of contact for the
Architects during design and construction.
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The District issued a formal Request for Proposals for Project and Construction Management
Services in the summer of 2008. Twelve firms provided proposals to the District. Initial
interviews were conducted on July 28, 2008, from which three firms were moved forward for
further consideration; Blach Construction, Inc., Skanska, and Facilities Management Planning
and Operations (FMPO). The Board gave authorization on August 14, 2008, for the District to
enter into negotiations with these three firms. After negotiations were finalized, the Board
approved a contract with Blach Construction, Inc. on October 9, 2008. The initial contract was
signed for a three year period with a cost estimate of $1,670,481.

Blach Construction, Inc. was also subsequently hired, along with Caldwell, Flores, Winters, Inc.
as a primary contractor for the District under a lease-leaseback delivery method. Blach
Construction, Inc. served as the contractor for all of the District’s lease-leaseback delivered
projects in the 2008-09 and 2009-10 fiscal years with the exception of one project, San Antonio
Elementary School, which was awarded to Caldwell, Flores, Winters, Inc.

The District has released requests for proposals, received bids for services, and contracted with
consultants necessary for administering other services required of the bond program. These
services include the following:

Architect/Engineer of Record (AOR)
Inspector of Record (IOR)
Environmental Consultant
Geotechnical Consultant

Asbestos Monitoring

Funding Consultant

Legal Consultant

Testing and Special Inspection

Architectural Selection Process

The District requested proposals in the fall of 2008 from qualified architectural firms to provide
services on Measure G projects. Several firms responded and a few were selected to be
interviewed. Four firms were engaged by the Board of Education on December 18, 2008; BFGC
Architects, WLC Architects, Bill Gould Design Art and Architecture and NTD Architecture. As
work is identified, the District assigns a task order to each Architect on a project-by-project
basis.

As of June 30, 2010, projects assigned to BEGC Architects as Architect of Record include the
following:

Lyndale Elementary School HVAC and Modernization
Meyer Elementary School HVAC and Modemization
Mathson Middle School HVAC

Master Plan

e & o o

Page 38



As of June 30, 2010, projects assigned to WLC Architects as Architect of Record include the
following:

¢ Linda Vista Elementary HVAC and Modemization
s District Standards

As of June 30, 2010, projects assigned to NTD Architecture as Architect of Record include the
following:

Arbuckle Elementary School Streetscape

Chavez Elementary School Streetscape

Cureton Elementary School Streetscape

Dorsa Elementary School Streetscape

Hubbard Elementary School Streetscape

Mathson Middle School Streetscape

Hubbard Elementary School Administration Building
San Antonio Elementary School New Campus Phase |
San Antonio Elementary School Modernization

...0.....

Bill Gould Design Art and Architecture has also provided services to the District on both non-
bond and Measure G projects. As of June 30, 2010, Bill Gould Design served as the Architect of
Record on the following projects:

® Perform updates to the District’s existing Facilities Master Plan for the Measure G
Bond

* Fischer Middle School HVAC Units and Heat Pumps
Fischer Middle School Portable Relocations 2009 (non-Measure G)

* Rogers Elementary School and Slonaker Academy Portable Relocations and Site
Work 2009 (non-Measure G)

* Linda Vista Elementary School Portable Relocations 2009 (non-Measure G)

The District also contracted with Ave Architects for some minor projects. Ave Architects had
participated in the Measure G bond Architectural solicitation in the fall of 2008, However, they
were not selected to work on Measure G projects except for two small projects including the
following:

¢ Ocala Middle School Re-roofing
¢ Sheppard Middle School Re-roofing

Observation

* Due to a decrease in assessed property value and a subsequent drop in bonding capacity,
the District’s ability to sell Measure G bonds has been delayed. Therefore, for several
years after June 2011, additional projects cannot be funded. At the time of the audit
interviews in February 2011, the District’s primary Project and Construction Manager
from Blach Construction, Inc. indicated that his position was being eliminated. Staff
reductions were also being considered for internal Facilities staff as well.
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Commendation

The District is commended for keeping project and construction management costs at a
reasonable level by having District staff provide some project management and for
keeping the use of outside consultants to a reasonable level.

The District is also commended for accelerating the bond project schedule to take
advantage of favorable bid pricing. The District has either completed or started the
design of a substantial portion of bond projects ahead of schedule.
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DESIGN AND CONSTRUCTION BUDGETS

Process Utilized

TSS conducted a series of interviews with members of the Citizens’ Bond Oversight Committee,
facilities and consultant staff, and members of the Board of Education. TSS also reviewed
documents related to the management and control of District bond funds,

Background Information

The Measure G Bond was approved on June 3, 2008, for $179,000,000 to improve the District’s
Elementary and Middle Schools and the District Office. The table below refers to the projected
costs/budgets identified in the Facilities Assessment and Master Plan dated March 13, 2008,
which identified a total need of $420,513,808. The plan prioritized the work to be completed at
each facility with rankings ranging from 1 to 3, with more urgent projects identified as Priority 1
and less important projects identified as Priority 3. Priority 1 projects included those required for
health and safety, Division of State Architect requirements, HVAC upgrades, electrical
infrastructure and roofing issues. Priority 2 projects included site improvements, discretionary
needs, program considerations and District support needs. Only Priority 1 and 2 projects were
factored into the $420,513,808 plan.

Projects in the Master Plan were also grouped into Phases of planned construction; Phase [ to
occur during 2008-2010, Phase 11 to occur during 2011-2012, Phase III to occur during 2013-
2014 and Phase IV to occur during 2016-2017. Estimated project budgets are presented in the
following table.
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MEASURE G BOND PROGRAM MASTER PLAN BUDGETS

Total Project
Projects Priority 1 Priority 2 Budget Per
Project Costs | Project Costs Facilities
Assessment and
Master Plan’
Phase 1: 2008-2010
Arbuckle Elementary $3,501,058 $5,591,199 $9,092,247
Chavez Elementary $5,072,405 $8,571,211 $13,643,616
Dorsa Elementary $5,513,748 $4,686,618 $9,825,367
San Antonio Flementary $7,757,660 $6,850,171 $14,607,832
Slonaker Elementary $4,846,934 $7,167,380 $12,014,314
Fischer Middle $8,862,233 $10,750,430 $19,612,663
Renaissance Academy
Hubbard Elementary $3,545,307 $7,202,734
$10,748,041

Phase I1: 2011-2012
Cureton Elementary $5,021,863 $13,008,062
School $18,029,924
Linda Vista Elementary $5,415,704 $18,507,187 $23,922,891
Lyndale Elementary $5,915,148 $7,622,618 $13,537,677
Mathson Middle $9,025,372 $12,532,075 $21,557,447
Phase II1: 2013-2014
Russo Academy $5,308,143 $6,961,754 $12,269,897
McEntee Academy
George Middle School $7,061,365 $12,668,619 $19,729,983
McCollam Elementary $7,257,474 $8,592,335 $15,849.810
Ryan Elementary $4,932,573 $6,920,870 $11,852,442
Phase I'V: 2016-2017
Sheppard Middle $9,448,698 $27.291,843 $36,740,541
Cassell Elementary $6,473,147 $6,287,746 $12,760,893
Goss Elementary 1 $4,311,348 $8,719,979 $13,031,327
LUCHA $7,797,215 $6,429,809 $14,227024
Meyer Elementary $5,724,310 $10,886,385 $16,610,704
Ocala Middle $9,054,451 $20,113,288 $29,167,740
Painter Elementary $3,959,964 $7.,408,298 $11,367,261
Pala Middle $10,430,161 $16,142,983 $26,573,144
Rogers Elementary $6,390,988 $8.270,881 $14,661,869
Adelante Academy
District Office $12,145,364 $6,933,691 $19,079,055

Grand Total $164,395,639 $256,118,168 $420,513,808

t Source: Facilities Assessment Master Plan, March 13, 2008.




The following table lists the total project bond expenditures to date as of the end of the 2008-09
and 2009-10 fiscal years.

MEASURE G BOND PROGRAM EXPENDITURES

Total Project
Audited Unaudited Total Actual Budgets Per
Projects Actual Costs Actual Costs Costs as of Facilities
2008-09 2009-10 June 30,2010 | Assessment and
Master Plan
Phase I: 2008-2010
Arbuckle Elementary $581,786 $1,564,993 $2,146,778 $9,092,247
Chavez Elementary $472 534, $1,240,163 $1,712,697 $13,643,616
Dorsa Elementary $441,135 $1,464,853 $1,905,988 $9,825.367
San Antonio Elementary $395,653 $2,284,195 $2,679,848 $14,607,832
Slonaker Elementary $54,132 $54,132 $12,014,314
Fischer Middle and
Renaissance Academy $2,343,479 $10,299 $2,353,778 $19,612,663
Hubbard Elementary $749,977 $2,667,497 $3,417,474 $10,748,041
Phase II: 2011-2012
Cureton Elementary $402,717 $1,599,308 $2,002,027 $18,029,924
Linda Vista Elementary $1,702,430 $1,702,430 $23,922,891
Lyndale Elementary $1,508,765 $1,508,765 $13,537,677
Mathson Middle School $2,253,937 $3,326,347 $5,580,284 $21,557,447
Phase II1: 2013-2014
Russo Academy and
McEntee Academy $12,269,897
George Middle $19,729.983
McCollam Elementary $15,849,810
Ryan Elementary $11,852,442
Phase 1V: 2016-2017
Sheppard Middle $716,337 $55,048 $771,386 $36,740,541
Cassell Elementary $12,760,893
Goss Elementary $13,031,327
LUCHA $53,788 $53,787 $14,227.024
Meyer Elementary $345,098 $345,098 $16,610,704
Ocala Middle School $755,847 $755,847 $29,167,740
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Total Project
Audited Unaudited Total Actual Budgets Per
Praojects Actual Costs Actual Costs Costs as of Facilities
2008-09 2009-10 June 30, 2010 | Assessment and
Master Plan
Painter Elementary $24,906 $24,906 $11,367,261
Pala Middle $26,573,144
Rogers Elementary and
Adelante Academy $14,661,869
District Office $19,079,055
(Soft costs area
Miscellaneous Costs budgeted into
each item above)
Administration $355,291 $402,488 $757,779
Construction Planning $276,355 $155,749 $432,104
Bond Facilities Office
Portable $176,765 $176,765
Bond Issuance Expenses $567,660 $567.660
Trapsfer to Deferred $612.687 $612,687
Maintenance
Bond Project Manager $486,435 $460,771 $947,206
Grand Total $11,642,729 $18,866,698 $27,962,432 $420,513,709

Source: Budget to Actual by Object and Program To Date Total Expenses as of October 20, 2009.
2 Gource: Monthly Financial Report as of June 30, 2010 for Measure G — Fund 21.
3 gource: Facilities Assessment Master Plan, March 13, 2008.

Observations

e The District identified priorities in the Facilities Assessment and Master Plan of March
13, 2008 totaling $420,514,000, which is more than double the current Measure G bond
program of $17 9,000,000. Decreased assessed property value has impacted the District’s
ability to issue all the authorized Measure G bonds at this time, which makes the gap
between identified needs and financial capital even greater. Realizing the shortfall, the
District has put many of the remaining projects on hold until the assessed value and
overall economy improve.

To date, all of the Measure G expenditures are significantly below the amounts budgeted
in the Facilities Assessment Master Plan. As of June 30, 2010, $27,962,432 (15.6
percent) of Measure G bond funds have been expended out of the $179,000,000 total
allotment. In large part, this is due to the fact that a significant portion of the
construction work has yet to be completed.
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Commendations

* The District is commended for forecasting project shortfalls before they occur.
Foreseeing a shortfall in assessed value and bonding capacity, the District put on hold
remaining Measure G projects before unnecessary expenses were incurred in design fees.
The District also is considering staff reductions to coincide with the end of the 2011
fiscal year and likely end of the current Measure G bond revenue.

* The District has kept bond Program Management costs low. Program Management costs
(for both internal staff and outside Project/Construction Management) totaled $2,3 13,854
for the 2008 through 2010 fiscal years, representing only 8 percent of the total bond
expenditures to date. This is well below other typical districts, many whom have had
program management costs as high as 30 percent of total expenditures.

Recommendations

The District’s facility needs far outweigh the total Measure G bond amount. Even though
projects have been prioritized from 1 to 3, the total Priority 1 and 2 projects will exceed
the Measure G bond. The District should further establish which projects they intend to
complete under Measure G as the bond program may only be able to fund Priority 1
projects.

¢ The District should develop a transitional plan for the period starting July 2011 (the date
the bond design and construction spending will be put on hold) until the resumption of
the bond program. Even though design and construction can be suspended, there are
many bond tasks that will need to be completed during this transitional time. Such tasks
could include; closing out of projects with the Division of State Architect, annual
reporting, resolving lingering change orders and punch list items, resolving construction
warranty items, dealing with final payment invoices, closeout of State funding
applications, etc. Also, it will be easier to restart the program if there is a plan in place to
convey the original bond program goals and current project status to the future bond staff,
With several projects only partially completed at each school, the plan should also outline
what work has been completed in detail and what known issues exist to make the future
planning more effective.
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DESIGN AND CONSTRUCTION COSTS AND SCHEDULES

Process Utilized

In this examination, TSS reviewed files and documents and conducted interviews with the
Facilities staff and Project/Construction Manager. This section documents schedules of projects
in various stages of planning, design and construction.

Background

The Measure G Bond was approved in June 2008 for $179,000,000 to improve the District’s
Elementary and Middle Schools and District Office. Included on the bond project list was work
at all eighteen of the District’s elementary schools, six middle schools, the District office and
Academy Schools.

The District had a Facilities Assessment and Master Plan prepared March 13, 2008 to prioritize
the bond construction projects. The plan prioritized the work to be completed at each facility in
terms of greatest need from 1 to 3, with more urgent projects identified as Priority 1 and projects
of less importance identified as Priority 3. Priority 1 projects included those required for health
and safety, Division of State Architect requirements, HVAC upgrades, electrical infrastructure
and roofing issues. Priority 2 projects included site improvements, discretionary needs, program
considerations and District support needs. Only Priority 1 and 2 projects were factored into the
$420,513,808 plan.

Projects in the Master Plan were also grouped into Phases of planned construction; Phase I to
occur during 2008-2010, Phase 11 to occur during 2011-12, Phase 1II to occur during 2013-14
and Phase IV to occur during 2016-17.

The District anticipates the completion of a majority of the Priority 1 projects under the Measure
G program. However, the recent national economic down turn has led to a decrease in assessed
value in properties throughout California. The decreased assessed value has caused the District’s
bonding capacity to be limited such that the District is unable to issue any more bonds under
Measure G at this time. The District plans to put the Measure G bond program on hold at the
end of the 2011 fiscal year. The District anticipates restarting the program when overall
economic conditions improve.

Status of Measure G Projects

The District has completed construction of a portion of the projects planned at sixteen of the
District’s schools. As of June 30, 2010, $30,509,427 (17.04 percent) of Measure G bonds have
been spent out of the $179,000,000 total allotment. A significant number of projects are
scheduled to be completed at the end of the 2010-11 fiscal year with the remainder postponed
until the District is able to sell additional Measure G bonds.
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STATUS OF MEASURE G BOND PROJECTS

Student Safety
& Streetscape
Improvement

Remaining
Projects Project Projects Projects to be Projects
Completed in Completed in Completed in Planned for
2008-09 2009-10 2010-11 Future
Phase I: 2008-2010
Arbuckle Elementary Playground,
Student Safety Remainder of
& Streetscape Bond project
Improvement list
Chavez Elementary Student Safety Remainder of
& Streetscape Bond project
Improvement list
Dorsa Elementary Student Safety Remainder of
& Streetscape Bond project
Improvement list
San Antonio Construction
of New
Campus and
Modifications
to Mexican
Heritage Plaza
Slonaker Elementary Bond project
list
Fischer Middle New HVAC Remainder of
Renaissance Academy Bond project
list
Hubbard Elementary Playground, Modernization
Student Safety
& Streetscape & New
Admin Bldg
Improvement
Phase I1: 2011-2012
Cureton Elementary Student Safety Remainder of
& Streetscape Bond project
Improvement list
Linda Vista New HVAC,
Elementary Modernization
& Streetscape
Improvement
Lyndale Elementary New HVAC,
Modernization
& Streetscape
L Improvement
Mathson Middle New HVAC,

Modifications
to Classrooms
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Phase 111: 2013-2014
Russo Academy Bond project
McEntee Academy list
George Middle Bond project
list
McCollam Elementary
Bond project
list
Ryan Elementary Bond project
list
Phase IV: 2016-2017
Sheppard Middle Re-roofing Remainder of
Bond project
list
Cassell Elementary Bond project
list
Goss Elementary Bond project
list
LUCHA Some Some Planning Remainder of
Planning occurred Bond project
occurred list
Meyer Elementary Some Planning Remainder of
occurred Bond project
list
Ocala Middle Re-roofing Remainder of
Bond project
list
Painter Elementary Remainder of
Bond project
list
Pala Middle Leaseholder Remaindgr of
Improvement Bond project
provements :
list
Rogers Elementary
Adelante Academy Bond project
list
District Office Facilities Remainder of
Office Bond project
Trailer Lease list
Miscellaneous
Program Items Master Plan,
ADA
Transition
L Plan
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Observations

e The District adopted a Facilities Assessment and Master Plan dated March 13, 2008.
This document identified project priorities and a master schedule for the Measure G bond
program. Several Phase I and II bond projects have been or will be completed on time as
per the schedule. Remaining work for all phases of the Measure G Bond program will be
put on hold at the end of the 2011 fiscal year due to lack of revenue from halted bond
sales.

* The District completed a small number of the Phase IV improvements in the 2008-09 and
2009-10 fiscal years. Although Phase IV projects were scheduled for the 2016-17 fiscal
year, the District determined that some of the work was necessary sooner than
anticipated. Such projects included re-roofing at Ocala Middle School and Sheppard
Middle School, leaseholder improvements at Pala Middle School and District Office
improvements such as an office trailer for the Facilities Department.

¢ The District has effectively managed the project schedule, keeping projects on track and
on schedule.

Recommendation

¢ The District should develop a new Master Schedule for the Measure G Bond program
once the program resumes. Similar to the current schedule, the new schedule should
recognize the priority of projects as identified in the Facilities Assessment and Master
Plan, with more urgently needed work occurring first. The Measure G Bond program
will likely only fund a portion of all the projects identified in the Facilities Assessment
and Master Plan, but could likely cover most of the Priority 1 projects.
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CHANGE ORDERS, CLAIM PROCEDURES, AND RESULTS

Process Utilized

In the process of this examination, TSS analyzed relevant documents and conducted
interviews with staff. Change order documents were reviewed to determine the cost of
change orders for each construction project and to verify that the approval process complied
with the requirement of the codes. Information from Board of Trustees meeting agendas and
minutes from fiscal years 2008-09 through 2009-10 and documents from facilities project
files were also reviewed in the analysis.

Background

The need to authorize and issue change orders in construction projects is almost unavoidable.
Unknown conditions such as inaccuracies of as-built drawings, errors in plans and drawings,
soil conditions, presence of hazardous materials, additions to or deletions from the scope of
work and many other factors contribute to the necessity for change orders. Change orders for
modernization or facility improvement projects generally range from two percent to five
percent while new construction projects range from three to four percent of the original
contract amount. An article published in the American School and University Magazine, on
November 1, 2005, recommended carrying 2 to 5 percent contingency for change orders. A
higher contingency is recommended for renovations or to accommodate difficult site

conditions.

Public Contract Code 20118.4.(a) stipulates that the governing board of a district may
authorize changes or alterations of a contract (change orders) without the formality of
securing bids if the cost so agreed upon does not exceed ten percent of the original contract
price. In addition, Public Contract Code 20113 (a) allows the board to authorize, by a
unanimous vote and with the approval of the county superintendent of schools, the
performance of work in an emergency without advertising for or inviting bids. In this
context, an emergency exists if the work is necessary for a facility of a public school to
permit the continuance of existing school classes, or to avoid danger to life or property.

Change orders are usually triggered by a Request for Information (RFI), which is a request
for clarification in the drawings or specifications. An RFI is reviewed and responded to by
the architect and/or project engineers. If it is determined that additional work or a
reduction/deletion in work is necessary, the contractor submits a Proposed Change Order
(PCO) for the additional cost, a reduction in cost, and/or time extension based on the
determination. The project Construction Manager (CM) reviews the proposal with the
architect of record, project inspector and the District representative. If a PCO is found
acceptable, the work and accordingly an increase or decrease in the contract price I8
authorized. The CM summarizes the PCOs in a change order document which are then
submitted to the Facilities/Bonds Department for review, processing and Board of Trustees
approval. Once approved by the Board, change order documents are signed-off by the

Architect of Record, Contractor, Construction Manager and the District and then processed
through the DSA.
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Design-Bid-Build (DBB)Y/ Formal Public Bid Contracts

The District’s typical Design-Bid-Build Contract includes contingency allowance as part of
the contract amount. Contingencies are used to fund changes in work due to unforeseen
conditions, errors and omissions in the plans and drawings, repairs, additional work due to
discovery of utilities not shown on the drawings, or District requests to delete or add to the
scope of work during the course of construction. The District, architect and contractor
approve each individual proposed changes and their cost and time impact. At the completion
of the project, the net additive or deductive cost of all changes is determined and a Change
Order (CO) document is prepared to officially authorize adjustment of the original contract
amount.

Lease-Leaseback Contracts

Lease-leaseback agreements not only include predetermined contingencies but also include
allowances as part of the Guaranteed Project Cost (GPC). These contingencies and
allowances are added to the GPC for the purpose of setting aside funds within the contract
primarily to mitigate unforeseen conditions and known but indeterminate scopes of work,
such as incomplete design and unknown material quantities and/or prices at the time the GPC
and the agreement was finalized. As stipulated in the lease-leaseback agreement, the unused
portion of the contingency and allowances are returned to the District at the completion of a
project. The contractor prepares a change order document for this purpose.

Construction Contingency

“Construction Contingency” allowance is included in the Guaranteed Project Cost (GPC) and
is set up to pay for contractor’s allowable costs such as: a) changes in work due to errors and
omissions in the plans and drawings, b) repairs, removals or relocations of underground
structures and utilities not shown on the drawings, and c) other unforeseen conditions.
During the course of construction, the District, architect and contractor approve the
individual proposed changes and their cost and time impact. At the completion of the project,
the net additive or deductive cost of all changes is determined and a Change Order (CO)
document is prepared to officially authorize the adjustments to the Guaranteed Project Cost
(GPC) of the contract.

Allowances

A list of additional scopes of work called “Allowances™ are included as part of the GPC.
These additional scopes of work with predetermined amounts are additional work whose
need and magnitude were uncertain at the time of the execution of the agreement. Funds
included in the GPC as allowances are intended to pay for the listed specific additional
scopes of work if required by the District or if ascertained after the execution of the lease-
leaseback agreement. The District authorizes the use of these allowances and approves
payment for the work as line items in the contractor’s change order and allowances log.
Unused allowances are credited back to the District through deductive change orders which
are reviewed by the construction team and approved by the District.
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Change Orders: Measure G Projects

From the start of the 2008 Measure G construction program through June 30, 2010, the
District awarded contracts for 3 Design-Bid-Build (DBB) Projects and 13 Lease-Leaseback
(LLB) Projects. Change orders for all completed projects were reviewed and verified by staff
and approved by the Board of Trustees. A summary of the change orders extracted from the
Board agenda items and project facilities project files are shown in the following table.

Change Orders - Measure G Bond Funded Projects

% of Final
Contract Change Order | Original Adjusted
School Site Project Description/ Amount/ Amount/ Contract Contract Notice of
Contractor (Award Date) | (Approval Date) Amount Amount Completion
Fischer Installation of HVAC
Middle Units and Heat Pumps/ $1,746,789/
Santa Clara Valley (05/15/2008) 03/12/2009
Corp. (DBB)
Ocala Re-Roofing/
Middle | Fidelity Roofing (0%72?385@) (0?}?3}3338) 3.89% | $747021 | 10/07/2008
(DBB)
Sheppard Re-Roofing/ )
Middle | Fidelity Roofing (567/31’3;%(9);) (oss}ﬂ ;gg})g) 293% | $716337 | 10/07/2008
(DBB)
Arbuckle Streetscape Project; /
Elementary | Blach Const., Inc. $2,107,080 -$317,113 o
(LLB) (©05142009) | (11122009 | 130 $1,789,967 | 11/12/2009
Chavez Streetscape Project; / i
Elementary | Blach Const., Inc. (ﬁé }??1?2’3(2)8) p f/21029/,260%89) [12.90% | $1,414,838 | 11/12/2009
(LLB)
Cureton Streetscape Project; / i
Elementary | Blach Const, Inc. (3; }?1/62’838) p f/z1926/’2903069) 15.02% | $1.679.710 | 11/12/2009
(LLB)
Dorsa Streetscape Project; /
Elementary | Blach Const., Inc. $1,916,197 -$341,583 o
(LLB) (05/14/2009) (11/12/2009) 17.82% | $1.574,614 | 11/12/2009
Hubbard Streetscape Project; /
Elementary | Blach Const., Inc. $1,449 489 -$81,926 o
(LLB) (05/14/2009) (11/12/2009) -5.65% $1,367,564 11/12/2009
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% of Final
Contract Change Order Original Adjusted
School Site Project Description/ Amount/ Amount/ Contract Contract Notice of
Contractor (Award Date) | (Approval Date) | Amount Amount Completion
Mathson Streetscape Project; /
Middle ?Llﬁah) Const., Inc. (35}?32833) (1‘f/3182§§30]079) -1935% | $1,617,709 | 11/12/2000
HVAC Replacement.
Mathson | Blach Const, Inc. (33}?372’333) (1]5/21722/’270%49) -881% | $2,821,801 | 11/12/2009
Middle (LLB)
Pala Leaseholder
Middle Improvements etc./ $2,840,775
Blach Const., Inc. (02/11/2010)
(LLB)
Hubbard Modernization and New
Elementary | Administration Bldg/ $3,750,000
Blach Const., Inc. (02/11/2010)
(LLB)
Linda Vista Air-Conditioning,
Elementary | Streetscape and
Modernization Project/ gg;?g?z’g?g
Blach Const., Inc.
(LLB)
Lyndale Air-Conditioning,
Elementary Streetscgpe ‘and ’ $5,850,000
Modernization Project/ 05/13/2010
Blach Const., Inc.
(LLB)
San Construction of New
Antonio School Campus, P1/ $17,500,000
Elementary | Blach Const., Inc. 05/13/2010
(LLB)
San Modifications to
Antonio Mexican Heritage Plaza
Elementary | and Mathson Middle $400,000
School Classrooms/ 05/13/2010

Blach Const., Inc.
(LLB)
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Observations

e On February 11, 2010, the Board delegated authority to the Superintendent to approve
the lease-leaseback contract for the Pala Middle School Leaseholder Improvements
project. As noted in the Board agenda, approval of the contract was subject to the
ratification of the Board of Trustees at the next appropriate board meeting. Based on
the review of the agenda and minutes of the Board of Trustees meetings during the
succeeding months, TSS could not verify that these lease-leaseback contracts were
returned to the Board for approval or ratification.

e On May 13, 2010, the Board authorized District staff to enter into Lease-Leaseback
contracts with Blach Construction, Inc. for the construction of the Linda Vista Alr-
Conditioning, Streetscape and Modernization project, the Lyndale Air-Conditioning,
Streetscape and Modernization project and the San Antonio Elementary School Phase
] New Campus Construction project. The Board authorized staff based on “Not to
Exceed” (NTE) amounts presented while the contractor was in the process of soliciting
bids from subcontractors. Based on the review of the agenda and minutes of the Board
of Trustees meetings during the succeeding months, TSS could not verify that these
lease-leaseback contracts were returned to the Board complete with the final list of

subcontractors and Guaranteed Project Cost (GPC) for approval or ratification.

e Final change orders submitted for the completed public bid projects were deductive
change orders or return of funds which resulted in the reduction of the contract
amount. Contract amounts for the public bid projects included contingency funds at
5.4 percent of the base bid for the Sheppard Re-roofing project and 5.6 percent of the
base bid for the Ocala Re-Roofing project. Returned funds were not savings derived
from cost-saving or value engineering measures initiated by the construction team but
unused contingency funds. A review of available change order documents indicate that
the actual use of contingency funds was 2.91 percent for the Sheppard Re-roofing
project and 1.55 percent for the Ocala Re-roofing project.

e Final change orders submitted for the completed lease-leaseback projects were
deductive change orders resulting in the reduction of the final Guaranteed Project Cost
(GPC). It should be noted that the contingencies provided for in these contracts were
high when compared to the 10 percent threshold established by the Public Contract
Code for change orders and the commonly observed change order standard typically
found in the industry. As a result, funds are returned to the District not as savings from
cost-saving or value engineering measures initiated by the construction team but as
excesses from contingency funds and allowances provided in the contract. Review of
available change order documents indicate that the actual change orders paid for by the
contingency funds ranged from 0.3 percent to 14.76 percent of the base price. Actual
change orders paid for under the allowances was 2.07 percent up to 19.55 percent of
the base price. Refer to the “Bidding and Procurement” section of this report for
detailed information on contingencies and allowances for lease-leaseback contracts.
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Recommendations
necommendations

* It is recommended that the District ensure that contracts approved or entered into by
staff pursuant to delegations or authorizations by the Board of Trustees are returned to
the Board for approval or ratification. Such action is required by the California
Education Code 17604 which states that. . .. "the power 10 contract is invested in the
governing board or any member thereof . . . . . . the power may be delegated to the
Superintendent or designee and may be limited as to time, money or subject matter .
. or blanket in advance of its exercise . . . as the board may direct . . . . However, no
contract made pursuant to the delegation and authorization shall be valid or constitute
an enforceable obligation against the district unless and until the same shall be
approved or ratified by the board...”. Failure to comply with these requirements could
expose the District to unnecessary liabilities.

* Itis recommended that the District expend more effort and vigilance in the review and
approval of cost estimates to ensure that the use of contingencies and allowances in the
procurement of contracts are within the appropriate and generally accepted range.
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PAYMENT PROCEDURES

Process Utilized

In the process of this examination, numerous purchasing and payment documents pertaining to
expenditures funded through Measure G were reviewed for compliance. Interviews were held
with the Chief Facilities Bond Officer, Bond Manager, Program Manager, Chief Business
Official and Director of Fiscal Services regarding payment procedures and processes.

The review consisted of the following:

e Verification that expenditures charged to the Measure G Bond were authorized as
Measure G projects;

o Compliance with the District’s Purchasing and Payment policies and procedures;

e Verification that back up documentation, including authorized signatures, were
present on payment requests; and

¢ Vendor payment timelines.

To prepare for the testing of Measure G bond funded expenditures, Total School Solutions
reviewed the District’s Board Policies and the District’s 2008-09 and 2009-10 Annual Financial
Audit Reports, District’s General Obligation Bond Fund Measure G Agreed-Upon Procedures
Report dated June 30, 2009 and Annual Financial Report Measure G General Obligation Bond
Fund Report dated June 30, 2010. The District’s 2008-09 and 2009-10 audit sections entitled
«schedule of audit findings and questionable costs” indicated there were no matters reported.

The results of this examination showed that the bond expenditures were used for approved bond
program purposes, invoices were reviewed and approved, the District’s purchasing and payment
policies were followed and vendor payment timelines were acceptable.

Background

When the Board of Education approves a construction contract, a requisition is initiated for the
full contract amount and coded to the appropriate budget account by the Facilities Manager. The
requisition is electronically routed to the Chief Bond Officer for approval, once approved it is
then routed to the Purchasing Department.

The purchasing department assigns the purchase order number. Adequate funds must be
available for the purchase order to be released. The funds are encumbered for the full amount of
the purchase order and as payments are made the encumbrance is reduced by the amount
expended. Copies of the purchase order are then routed to the Facilities Department and to
Accounts Payable.

All bond/construction related invoices are reviewed and approved by the Chief Bond Officer and
Facilities Manager prior to being sent to Accounts Payable for processing.
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Sample

In the course of this examination, fifty-two warrants totaling $5.623,597 (25 percent of the total
warrants issued out of Fund 21) processed during the period of July 1, 2009 — June 30, 2010
were reviewed. The sample of vendor payments reviewed was designed to provide appropriate
conclusions about the processes used and the validity of the payment.

The review consisted of verification that expenditures charged to the Measure G bond were
authorized and in accordance with ballot language; evidence of appropriate approvals and
backup documentation were present (i.e., owner, architect, and mnspector); verification of the
invoice amount and reconciliation between the invoice and the amount paid; and a review of the
timeline from the time invoices were received to the date of warrant issuance (i.e., the processing
time to pay vendors or service providers).

The sample of payments included the following Measure G projects:

HVAC - Linda Vista Elementary School
Sanitation and Soil Testing — Various Sites
Labor Compliance (LCP) - Various Projects
Fire Protection Services — Foley Avenue
Measure G Plan Update
ADA Upgrades - Linda Vista Elementary School
Program Management Services
© San Antonio Elementary School
o Hubbard Elementary School

Utility Hookups — Linda Vista Elementary School
Asbestos and Lead Inspection/T esting — Various Sites
Security Installation — June Avenue
Office Improvements, Underground and Public Work Services — San Antonio Elementary
School
Division State Architect DSA Plan Check Fees
¢ Inspection Services

o Meyers Elementary School

© Linda Vista Elementary School

© Hubbard Elementary School
¢ Admin Building and Modernization — Hubbard Elementary School
* Architectural and Engineering Services
o Donald Meyer Elementary School
o Hubbard Elementary School
o Linda Vista Elementary School
© San Antonio Elementary School

® o o o

Observations
* All of the invoices reviewed were authorized expenditures under Measure G.

* All of the invoices included in the sample showed evidence of being appropriately
reviewed and approved.
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BIDDING AND PROCUREMENT PROCEDURES

Process Utilized

TSS conducted a series of interviews with the District Superintendent, the Chief Bond Facilities
Officer, Program Manager and the Bond Account Coordinator. TSS also reviewed Board agenda
items, bidding and procurement records in the process of this examination.

The review consisted of the following:

e Verification that formal public bid projects were advertised in accordance with
pubic contract code;

e Verification of bid results and Board approval; and

e Confirmation that project files include contract documents and other pertinent
documentation

Background

Alum Rock Union Elementary School District utilized the Design-Bid-Build (DBB) construction
contract formal public bid method in the delivery of construction projects prior to and in the
early part of the bond facilities construction program. The District also resolved to become
subject to the California Uniform Public Cost Accounting Act (CUPCCAA) informal public bid
method of project delivery. However, for the rest of the projects of the Measure G bond program,
Lease-Leaseback construction contracts has become the primary method used in the delivery of
these construction projects.

Design—-Bid—Build (DBB) Contracts/ Formal Bid Process

Design-bid-build projects are delivered through the formal public bid process in accordance with
Public Contracting Code 20110 thru 20118 which requires competitive bidding for public
projects subject to the limits imposed by the California State Controller’s office. It also requires
the District governing board to award construction contracts to the lowest bidder who shall give
security as the board requires. Public bids require advertisement of a notice calling for bids in a
newspaper of general circulation at least once a week for two weeks.

The formal public bidding process is administered by the District Facilities/Program
Management staff and architect assigned to the project. The architect is responsible for putting
together the specifications and plan documents. Legal notifications and publications,
coordination of the pre-bid walk and bid opening are done by the District Facilities Staff and
Program Manager.

Notices to Bidders are usually published in the San Jose Mercury News while the specifications
and plan documents are distributed to the builders’ exchanges.
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Bids are opened either in the District Office or the Maintenance Office. The Chief Facilities
Bond Officer and the Program Manager facilitate the opening of bids. Bids are awarded on the
basis of the lowest responsive responsible bidder as required under Public Contract Code 20111.
The bid opening timeline is coordinated with Board meeting timelines, so that bids can be taken
to the next available Board meeting and awarded at that time. Once the bid is awarded, the
contractor is required to submit all required documents within seven days. The Notice to
Proceed is initiated upon receipt of the required signed agreement and security documents.

Measure G Projects
Contracts Awarded through Formal Bid Process

Project Bid No. of Base Bid Base Bid Variances BOE Contractor Contract
Description Opening | Bidders (High) (Low) Between Approval Amount
Bids of Award
Sheppard Re-Roofing 06/02/2008 4 $1,088,811 $738,029 | $330,782 | 06/19/2008 Fidelity $738,029
Middie Roofing
Ocala Re-Roofing 06/02/2008 6 $1,149,418 $778,461 $370,957 | 06/19/2008 Fidelity $778.461
Middle Roofing
Fischer Installation of | 05/06/2008 2 $2,048,000 | $1,690,989 | $357,011 05/15/2008 | Santa Clara | $1,746,789'
Middle HVAC Units Valley
and Heat Corporation
Pumps

'"The actual Contract Amount awarded includes the Base Bid (81,690,989), an Additive Alternate ($50,000), Delivery,
Installation and Disconnection ($1,400) and a Cost per Day work for 10 days at $440/day ($4,400).

Following are the details of the formal bidding process conducted by the District for bond funded
projects reviewed during this audit.

Sheppard Middle School Re-Roofine Project (Bid # B0809-290104):

The notice to bidders was advertised in the San Jose Mercury News on May 15 and 22, 2008.
The bids were received and opened on June 2, 2008 at the District Office. There were 18 days
between the bid publication and bid opening date. Following is a tabulation of the bids received
for this project:

Contractor Base Bids'
Waterproofing Associates $1,088,811
Fidelity Roof $738,029
Best Contracting Services $960,134
Legacy Roofing $1,040,901

' The Base Bids shown above includes a $42,000 contingency.
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The Board awarded the contract to Fidelity Roofing, the lowest responsive bidder on June 19,
2008. The Notice of Award (NOA) was issued by the District on June 19, 2008. Signed contract
agreements and securities which include Performance Bonds, Labor and Material Bonds,
Workers Compensation Certificates, Certificates of Insurances and other certifications were
submitted by the contractor as required by the district within 7 days of the issuance of the NOA.
The Notice to Proceed (NTP) was issued on June 30, 2008, with a target completion date of
August 8, 2008, in accordance with the Agreement executed by both parties.

Ocala Middle School Re-Roofing Project (Bid # 290103):

The notice to bidders was advertised in San Jose Mercury News on May 15 and 22, 2008. Bids
were received and opened on June 2, 2008 at the District Office. There were 18 days between the
bid publication and bid opening date. Following is a tabulation of the bids received for this
project:

Contractor Base Bids'

Waterproofing Associates $1,113,980
Fidelity Roof $778,461
Western Roofing $988,800
All Seasons Roofing $838,300
Best Contracting Services $846,674
Legacy Roofing $1,149,418

T The Base Bids shown above includes a $42,000 contingency.

The Board awarded the contract to Fidelity Roofing, the lowest responsive bidder on June 19,
2008. The Notice of Award (NOA) was issued by the District on June 19, 2008. Signed contract
agreements and securities which include Performance Bonds, Labor and Material Bonds,
Workers Compensation Certificates, Certificates of Insurances and other certifications were
submitted by the contractor as required by the district within 7 days of the issuance of the NOA.
The Notice to Proceed (NTP) was issued on June 30, 2008, with a target completion date of
August 10, 2008, in accordance with the Agreement executed by both parties.
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Fischer Middle School/Renaissance Academy Installation of HVAC Units and Heat Pumps
Project (Bid # B0809-290201):

The notice to bidders was advertised in The San Jose Mercury News on April 18 and 25, 2008.
Bids were received and opened on May 6, 2008. There were 18 days between the bid publication
and bid opening date. Bidders were required to attend one of the mandatory pre-bid conferences
and site visits held on April 23 and 24, 2008, at Fischer Middle School. Following is a tabulation
of the bids received for this project:

.. Delivery,
Contractor :l(ti:'l::tz Installation & Cost Per
Base Bid Disconnection Day
Santa Clara Valley $1,690,989  $50,000 $1,400 $440
Corporation
ESR $2,048,000 $96,800 $14,500 $2,500
Construction

The Board awarded the contract to Santa Clara Valley Corporation, the lowest responsive bidder,
on May 15, 2008. The Notice of Award (NOA) was issued by the District on June 19, 2008.
Signed contract agreements and securities which include Performance Bonds, Labor and
Material Bonds, Workers Compensation Certificates, Certificates of Insurances and other
certifications were submitted by the contractor as required by the district within 7 days of the
issuance of the NOA. The Notice to Proceed (NTP) was issued on May 26, 2008, with a target
completion date of August 18, 2008, in accordance with the Agreement executed by both parties.

Lease-Leaseback (LLB) Construction Contracts

Section 17406 of the California Education Code (CEC) allows the governing board of a school
district, without advertising for bids, to let district property for the purpose of constructing a
school building, provided that the lease or agreement meets the conditions set forth in Section
17402 of the CEC and that the title of the building vests in the district upon completion of
construction. Section 17402 requires that before the governing board of the district enters into a
lease or agreement, it must have available an approved site and a set of plans and specifications
for the building(s) to be constructed which are duly approved by the California Department of
Education (CDE).

The District selected architects for the projects using the Request for Proposals (RFP) method
and a thorough interview process. The selected architects were then assigned projects to design,
prepare plans and specifications, obtain DSA approvals and prepare the construction documents.
In some instances, a district may commission the lease-leaseback contractor to participate in the
design process.
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Lease-leaseback contractors are likewise selected through an RFP process. The Department of
State Architect (DSA) approved plans and specifications are issued to the contractor for
constructability review, and for soliciting competitive subcontractor bids for all the required
trades. The District oversees the bidding process and contractor will not award subcontracts
without owner concurrence in the selection, scope and price of subcontracted services. Once all
the subcontractors are selected, the lease-leaseback contractor puts together the contractor’s
Guaranteed Project Cost (GPC) and submits the GPC proposal to the district for review and
approval. If the district accepts and approves the GPC and completes the negotiations for the
final details of the contract, a lease-leaseback agreement is prepared and approved by both
parties.

The Guaranteed Project Cost (GPC) for the Districts typical lease-leaseback contract has three
components; Base Price, Construction Contingency and Allowances. The Base Price includes
subcontractor costs, general conditions costs and fees. Construction contingency funds are used
to pay for costs related to changes in work due to design errors and omissions, repairs and
removals of unknown utilities or not shown in the drawings and/or other unforeseen conditions.
Allowances are funds to be used for additional scopes of work listed in the agreement whose
need and magnitude were uncertain at the time of the execution of the agreement.

Lease-leaseback projects awarded during fiscal year 2008-09 through 2009-10 are shown in the
following table:
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Measure G Projects
Contracts Awarded Through Lease-Leaseback Agreements

School Project Description Base Price Censtruction AHowances Guaranteed
Contingency/ Project Cost
(% of Base No. Of Amount (GPC)
Price) Items (% of Base
Price)
é}x}lﬁ;y gm‘sézpn‘ztp rgft’ / $1,649,782 | $237.379 ¢ $219.920 | $2,107,080
(LiB) s (16.57%) (13.30%) (05/14/2009)
é:;‘;zztary gﬁ;ﬁw&it}’g’;ﬂ’ / $1,258,523 |  $181,083 S $184920 | $1,624,526
(Lin) ) (14.38%) (14.69%) (05/14/2009)
;g;z’t’ary g‘l;e:hwéz‘;zf r;’;z’t’ / $1,476,745 | $212.481 g $287,420 | $1,976,646
(LLB) ’ (14.38%) (19.46%) (05/14/2009)
Ig:;f:nmy gﬁ;ﬁs&ﬁf ’I(;left’ / $1,423.900 |  $204,878 ¢ $287420 | $1916,197
(LLB) ’ (14.38%) (20.18%) (05/14/2009)
S:;l;irgry g‘lf;‘sé?r’:z t}.)rl‘:’lzf" ") $1,018082 | sia6487 , $284920 | $1,449,489
(LLB) ’ (14.38%) (27.98%) (05/14/2009)
ﬁfﬁgn g‘l‘;"il‘séi‘fr’;f et S1467.461 | sang 45 5 $327420 | $2,006,026
(LLB) (14.38%) (2231%) | (05/14/2009)
priatson o Slccﬁzis’t’f‘cli‘:em/ $2,517,010 | $362.160 ) $215425 | $3,04,595
> . (14.38%) (8.55%) (05/14/2009)
(LLB)
Pala Middle | Leaseholder
Improvements/ 3 $ $2,840,775%3
Blach Const., Inc. (02/11/2010)
(LLB)
Hubbard Modernization and New
Elementary | Admin Building/ $3,103,454 Sg‘;ff/‘“ ) $435.000 |  $3,750,000
Blach Const., Inc. (6.81%) (14.01%) | (02/11/2010)
(LLB)
Linda Vista | Air-Conditioning,
Elementary | Streetscape and $4,914,636 |  $540.364 $195,000 | 5,650,000
Modemization Project/ (10.99%) 6 (3.96%) 05/13/2010
Blach Const., Inc. ' '
(LLB)
Lyndale
Elementary | Air-Conditioning,
Streetscape and $5,445,681 $259,318 6 $145.000 $5,850,000
Modemization Project/ (4.76%) (2.66%) 05/13/2010
Blach Const., Inc.
(LLB)
San Antonio | Construction of New
Elementary School Campus, P1/ $15,564,891 $1,435,109 10 $500,000 $17,500,000
Blach Const., Inc. (9.22%) (3.21%) 05/13/2010
(LLB)
San Antonio | Modifications to
eme exic itage Pl
plementary xdxM:&iTﬁfdd};em $400.000
05/13/2010
School /
Blach Const., Inc.
(LLB)
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California Uniform Public Cost Accounting Act (CUPCCAA) Contracts

On November 13, 2008, the Board of Trustees approved Resolution # 17-08/09 and 18-08/09 to
become subject to the California Uniform Public Construction Cost Accounting Act
(CUPCCAA), promulgated by the California State Controller. The resolution allowed the
District to engage in the informal bidding procedures permitted under the Act which states that
Public Contract Code 2200 permits school districts that adopt specified uniform cost accounting
standards for construction work to increase the threshold for construction projects that may be
performed by force account or without competitive bidding and to use certain informal
procedures for letting contracts for public projects within a specified range. Currently, public
projects of $30,000 or less may be performed by force account, negotiated contract, or purchase
order; public projects of $125,000 ($137,500 in special circumstances) or less may be performed
by informal bidding procedures and public projects over $125,000 require formal bid procedures.

Under CUPCCAA, the District is required to create and maintain a list of qualified contractors
by category of work. Each year the District is required to publicly invite licensed contractors to
submit their name for inclusion on the list. The District may select a qualified contractor from
this list for projects under $30,000 without going through any bid process.

Observations

e The District has previously conducted the pre-qualification process and maintained a list
of contractors (by trades) qualified to perform work for the District and has also re-
qualified others to current status in compliance with CUPCCAA requirements. However,
the District has not utilized this method of project delivery for Measure G funded
projects.

e As shown in the table “Contracts Awarded through Lease-Leaseback Agreements”, the
Guaranteed Project Costs (GPC) for the seven streetscape projects which were completed
in fiscal year 2008-09 include contingency funds that were as high as 16.57 percent of the
base price for the Arbuckle Streetscape Project and allowances that were as high as 27.98
percent of the base price for the Hubbard Streetscape Project. Combined totals of
construction contingency and allowance were as high as 42.36 percent of the base price
for the Hubbard Streetscape project. These percentages for construction appear high
when compared to the 10 percent threshold established by the Public Contract Code for
change orders and the commonly observed levels in the industry of 3 to 5 percent for
change orders. Likewise, the high percentages of allowances provided in the contracts
create a perception that the design, drawings and specifications do not provide sufficient
data or details to allow the contractor to develop complete and reliable cost estimates.
Refer to the “Change Orders, Claim Procedures and Results” section of this report for

additional information.
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* Review of available lease-leaseback contract documents reveal that items typically
covered under contingencies also appear as line items under allowances, Examples of
these are “unforeseen underground conditions”; “additional demolition and abatement”;
and “Soils Testing and Overhaul”. In addition, design items such as DSA/ADA access
and PG&E upgrades which are typically included in the design and specifications appear
as line items under allowances. Furthermore, base price items such as acoustical ceilings,
concrete moisture control, etc. and general conditions items such as cleaning, wet
weather and safety allowances also appear as line items under allowances. Again, this
creates a perception that allowances are needed because the design, drawings and
specifications do not provide sufficient data or design details to allow the contractor to

develop complete and reliable cost estimates.
Recommendations

¢ It is recommended that the District conduct closer review of construction contingencies
and allowances included in the lease-leaseback agreements to ensure that only
appropriate items and justifiable costs are presented prior to approval.

* Itis recommended that comprehensive constructability reviews of construction plans and
specifications should be conducted to ensure that design issues are rectified prior to the
development of the GPC and execution of lease-leaseback agreements. Comprehensive
reviews aimed at ensuring complete and reliable construction design and specifications
minimize the need for allowances in lease-leaseback contracts.
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EFFECTIVENESS OF THE PUBLIC OUTREACH PROGRAM AND
COMMUNICATION CHANNELS AMONG ALL STAKEHOLDERS WITHIN THE
BOND PROGRAM

Process Utilized

TSS interviewed the Superintendent, the Assistant Superintendent, Business Services, the Chief
Facilities Bond Officer, the Chief Technology Officer, the Director of Fiscal Services, the Fiscal
Services Administrator, the Internal Auditor, and other personnel involved in the Districts
facilities program. Some members of the Citizens” Bond Oversight Committee were interviewed
to discuss communication channels among those working in and with the Bond Program, and the
Districts efforts to communicate information about the program to the larger community. TSS
also reviewed the District’s website, and the District’s press releases and newsletters and
received written correspondence from the former Chief Information Officer, who had been
responsible for communication matters until the time of her departure from the District.

The purpose of this review was to examine the processes used to convey information about the
bond program to interested parties. These systems for communicating serve as a measurement of
the effectiveness of disseminating information to parties involved and interested in the bond
program and its operations. These communication systems and information also indicate the
cffectiveness of communication to school sites and the community at large.

Background

Effective communication between members of the District management staff, Facilities staff and
key consultants, such as architects, and the Citizens’ Bond Oversight Committee are an essential
component of a successful Bond Program.

Public outreach is also a key component of a successful program. It is vital to keep the
community informed during each phase of the program. Outreach to the community regarding
the status of projects, including project timelines and updates, are important in the District’s
efforts to thoroughly manage information and expectations about the bond program.

The District utilizes the following methods to convey information in regards the Bond Program:
The homepage on the District’s website includes a Measure G link, where updates regarding the
Bond Program can be found. There are pictures and descriptions of bond projects at various sites

from the beginning of the program, and relevant CBOC information.

The homepage also includes a Superintendent’s Message, provided in both English and Spanish,
which thanks the community for their support of the District and the Measure G program.

The District published an Informational District Guide that was provided to all school sites for

distribution and included a section about the Measure G bond program and other facility
improvements.
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District staff report that Community Forums have been held throughout the District on a variety
of topics ranging from academic achievement to budget concerns to facility needs. Community
Forums such as these held at different school sites over an entire school year are an effective
method for school districts to provide important and timely information about important events
and activities to parents, staff and community members.

District budget reductions did not allow for the replacement of the former Chief Information
Officer; therefore, the functions of the Public Relations and Community Development
department have been assumed by the Office of the Superintendent, It appears this has resulted in
fewer newsletters and press releases issued by the District.

The District routinely posts announcements for the recruitment of Citizens’ Bond Oversight
Committee members, and opportunities for the community to attend celebrations, ribbon cuttings
or other events when specific Measure G projects are completed. Staff reported that the CBOC
published a brochure that was mailed to all residents highlighting particular projects and
activities.

Bond updates and information are topics of discussion at the monthly Board meetings.

Staff reported that communication between key District stakeholders regarding Bond program
activities is strong. Due to the demands for increased technology in all school sites, the
relationship between the facilities staff and the Technology department staff is critical. Planned
technology installations can be impacted by many factors such as changes in specifications that
can occur from the time of planning to actual purchase and installation. Open and regular
communication between facility and technology staff is essential to ensure that Measure G
resources allocated for new technology and technology upgrades are managed effectively.

Observations

* The vacant District Chief Information Officer position has made managing the public
outreach program for the District and incorporating ongoing updates on the status of the
Bond Program to both the school communities and local business communities more
difficult.

* The District’s website includes information about the Measure G program. TSS staff
reviewed the District’s website on numerous occasions and found it to be updated with
current information.

¢ The Citizens’ Bond Oversight Committee members expressed that staff are regularly in
attendance at committee meetings and are very forthcoming with information.
Information provided to the Committee was current, staff is very responsive and overall it
appears the community is content with the management of the program.

* The District Facilities Master Plan is inclusive of technology needs and staff members of

both the facilities and technology departments indicated a positive and collaborative
working relationship.
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Recommendations

The Superintendent’s Message on the Bond Program page of the District web site should
be routinely updated to provide highlights of Measure G projects underway at various
sites, as well as a link to any District newsletters, press releases and schedule of ribbon
cutting events to provide members of the community with timely information about the
bond program.

The District should provide fact sheets or other information about the status of various

Measure G projects to every school site for inclusion in school newsletters and for
posting on school site web pages.
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APPENDIX A

BOND MEASURE G RESOLUTION AND TEXT
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ADOPTION COPY

RESOLUTION NO. 41 - 07/08

RESOLUTION OF THE BOARD OF TRUSTEES OF THE
ALUM ROCK UNION EL.EMENTARY SCHOOL DISTRICT
ORDERING AN ELECTION, AND ESTABLISHING
SPECIFICATIONS OF THE ELECTION ORDER

WHEREAS, tbe Board of Trugtees (the “Board”) has determined that each public school
within the Alum Rock Union Elementary Schos! District (the “District™), needs 1o be vpgraded,
repaned, improved, and bester equipped, 10 ensble the Districs o enhance the educetional
opportunities of sil the students in the District &nd 0 achieve one of the Board’s primary poals of
providing comparable schools for all students throughout the District; and

WHEREAS, the District has undentaken additionat sigtiificant community outreach efforts fo
gather opinions of parents and community menbers &5 1o their assessment of the District’s facility
needs; and

WHEREAS, notwithstanding concented and ongoing efforts by the District to obtain
sufficient facility moncy from the State of California (the “Statc™), the Siate has been unable 1o
provide the District with enough moncy for the District to sdequately maintain, construcy, repair, and
£quip our schools to provide an optimal lesrning covironment for sl students; and

WHEREAS, the District wil] apply for State matching facility improvement moncy when
eligible; and

WHEREAS, in the judpment of the Board, it is advisable to provide additional facility
funding to both repuir and upgrade District schools and qualify for additional State money by means
of u gencrnl obligation bond; and

WHEREAS, in socking the passage of x local general obligation bond, 1he Board deternines
that investment in the District today will kave long-term benefits for our community snd our property
values; and

WHEREAS, Proposition 46, approved by the voters of the State on June 3, 1986
C'Proposition 467, smended Section 1(b) of Article XITIA of the California Constitution by adding a
provision which exempts from the 1% of full cash value limitation, those ad valorem taxes used 10
pay for debi service of any bonded indebtedness for the #Cquisition or ingwovement of real property
spproved on or afler July 1, 1978, by two-thirds of the votes cast by voters voling on the proposition;
and

WHEREAS, on November 7. 2000 the voters of California approved the Smafler Classes,
Safer Schools and Financial Accountability Act " Proposition 397y which, as of iis effective date,
reduced the voter threshold for «d valorem tax [levies used 0 pay for debt service or bonded
indebiediess 1 S5% of the voles cast on a schoof district peners| obligation bond; and

WHERFEAS, concuryent with the passage of Proposition 39, Chapter 1.5, Pan 10 DBivision 1,

Tule 1 ¢ commencing with Section 15264 nf the Educanon Cade [the " A"} hecame operive ang
sstablished requirements assoctated with the jinplementation of Proposiion 19, and

IR SSY A1 4 4 D20 )
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WHIREAS. the Boand desires to piake contain findings hercin 10 be applicable to this
electton order and 10 establish cerain performance audits, standards of financial accountability and
citizen oversight which are contained in Proposition 39 and the Act; and

WHEREAS, the Board hereby detenmines, i accondance with the opinion of the Anomey
General of the State of Califomia, that the restrictions in Proposition 32 which prohibit any bond
money from being wasted or used for adminisiestive salaries or other openating expenses of the
Mhstrict be strictly enforced by the Citizens™ Oversight Comimittee; and

WHEREAS, pursuant to Education Code Section 15270, bascd upon 2 projection of assessid
property valuation, the Board has determined that, if approved by voters, the tax rate levied o meet
the debt service requirements of the honds proposed 10 be issucd will nat exceed the Proposition 39
linnts per year per $100,000 of assessed valuation of taxable praperty; and

WHEREAS, Section 9400 er seq. of the Elections Code of the State of California (the
“Flections Code™) reguires that & tax rate statement be contained in 8l official matenials, including
any hallol pamphict prepared, sponsored or distributed by the District, relating 1o the election; and

WHEREAS, the Board now desires to authonize the filing of a ballot argument in favor of the
propogition to be submitted to the volers a1 the election; and

WHEREAS, pursuant 1o the California Elections Code, it is appropriate for the Board to
request consolidation of the cloction with any snd all other clections 1o be held on Tuesday, June 3,
2008, and 10 rogquest that the Santa Clars County Registrar of Voters perfonm certain clection services
for the Distnict;

NOW THEREFORE, THE BOARD OF TRUSTEES OF THE ALUM ROCK UNION
ELEMENTARY SCHOOL DISTRICT DDES HERERY RESOLVE, DETERMINE AND ORDER
AS FOLLOWS; o

Section 1. That the Board, pursuant (o Education Code Sections 15100 e veg., 15264 et
seq., and Goverament Code Section 53506, hereby requests the Santa Clara County Registear of
Voters o conduct an election under the provisions of Proposition 39 and the Act and submit 1o the
clectors of the Distriet the question of whether bonds of the Disirict in the aggregate prieipal
amount st o exceed 3179 axllion (the “Bomds™) shall be issoed and sold for the papose of raising
ey tor the piopeses desenbed sn Exlasbits A" and “B” heretws Both exhibits nre dircoted to e
prmted in the soter pommphilet.

Sweehm 2 fhat the date of e clectnar shadl be June 3, 2008,

Sevtron (hat the parpeee of i choetion <holl B o the videre e the it o0 o
an progesim. @ copy ol whsch rowttechad e awl marked Exhinn T snd icemeoanied by
refercticr herom. contaneng the gueshion of whether de PRatmst shafl resue e Bands so ey 1o
vnproveitonts o the cdept peanitted by sach propoaten In compliance with Progosaion 39 sl
the At the hudlot praposmon e Polebit "7 s subject o the folosmy requrearenis aned
dervpnnatons
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{a) the proceeds of the sale of the Bonds ghali only be used for the purposes set forth in
the ballot measuee and not for any other {RTpose, including teacher and administrator salarics and

other operating eXpenses;

(b that the Bouard, in ¢sublishing the projects set forth in Exhibit “B,” evahuated the
safety, class size reduction and information technology needs of the District as well as the
importance of the projects to student achievement and enhanced tnstruction;

) that the Board will cause to be conducted an annual, independent performance audit
to ensure that the Bond moneys get expended for the projects identified in Exhibit “B” hereto;

{(d)  that the Board will cause an annval, independent financis) sudit n%i the proceeds
g

the aale of Bonds to be conducted unti] alf of the Bosd procesds haye been expended; -

(£) that the Board will cause the appointment of 3 Citizens' Oversight Committee in
complignce with Education Code Section 15278 no Jater than mmw-mcrmmm enters the
clection results in its minutes pursuant to Elections Code Section 15274; and T

Proposition 39 limit per $160,000 of taxable property in the District when assessed vahuation js
prujected by the District 1q fncrease in accordunce with Article XA of the Califorpia Constitution,

Sixtion 4. That the suthority for ordering the election is contained in Education Code
Sections 15100 gy seg., 15204 ¢t seq ., and Government Code Section 53506,

Seetion S. That the authority for the specifications of this election order is contained in
Sections 5322 of the Education Code,

Section 6. That the Santa Clara County Registrar of Voters and the Santa Clara County
Board of Supervisors are hereby requested 1 consolidate the election ordered herehy with any and af}

other elections to be held on June 3, 2008 within the District,

Sectioy 7. That the Secretary of the Board i3 hereby directed 10 send 5 cettified copy of
this Resolution to the Santa Clara County Registrar of Voters o Juter than March 7, 2008,

Section 8. That the maturity of any Bonds issued pursuant to Section 15264 ¢ seq. of
the Education Code hereto shall bave 4 maturity nos excesding twenty-five (25 years, and Bonds
issued pursuant t Section 33506 of the Government Code shall have a matority of not exceeding
furty (40) vears  The maximum raie of interest on any Bond shall A excoed the maximuam rate
allowed by Fducation Code Sectumy 15140 to 15143, ag modified by Govemmen) Code Section
53831

Section 9. That the Boand requests the goveming body of any such other polical
subdivision, or any officer otherwise suthorized by law, to pasily or compleiely consolidate suck
election and 1 further provide that the canvass be made by sny body or official authonized by faw tn
canviss e returns of the election, and that the Board canschls ko such consohidation

Sectien O Parsuant 1o Section €303 of the Education Code and Section YN0 of he
Flections ¢ ode, the Board of Superviiors of Santa Clarg ¢ CUNY 58 requested o perna the Eegsra
of Voters 1o remdes al services specified by Section HMIS of the Electrons Cude relating 10 the

3
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clection, for which services the Distnct agrees (o reimburse Santa Clurs County, such services to
include the printing of the Full Text Ballot Propusition in the voter pamphict, the publication of &
Formal Netice of School Bond Election and the mailing of the sample balfot and tax rate statement
tdescribed in Scction 94901 of the Elections Code) pursuant to the tams of Section 536 of the
Education Code and Scction 12112 of the Flections Code,

ADOPTED, SIGNED AND APPROVED this 2Tth day of February, 2008

BOARD OF TRUSTEES OF THE ALUM ROCK
UNION ELEMENTARY SCHOOL DISTRICT

By

President

Altest:

Seceetary
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STATE OF CALIFORNIA )
)
SANTA CLARA COUNTY )
I ,dohambycezﬁfytlut&ncfougomgislnucmdcom
copy of Resolution No. . which was daly sdopted by the Board of Trustees of the Afum Rock

Union Elementary Schoo! District at meeting thereof hetd on the 27th day of Fobruary, 2008, and
that it was 40 adopled by the following vote:

AYES:

NOES:
ABSENT:
ABSTENTIONS:

By

Secrctary

.

DO(‘SSP{;?HJ!CN-{?M(‘QCUIR);
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EXHIBIT A

“Alum Reck Schoels Safety snd Repeir Measure: To impeove neighborhood schools, fix leaky,
deteriorated roofs, improve fire safety, repair and upgrade classrooms, improve student safety and
security, removate outdated restrooms, upgrade heating/ventifation‘electrical systems for energy
cfficiency. and computer technology, shall Alum Rock Union Elalscmar) School Digrict issue $179
million of bonds at lcgal rates o remuvate, acquire, constuct, repair and equip schools, shies and
facilities, with required independent finuncial audits, citizens” oversight ond no mency for
adminigirators’ salarics?”

Bonds - Yes Bonds - No
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EXHIBITB

FULL TEXT BALLOT PROPOSITION
OF THE ALUM ROCK UNION ELEMENTARY SCHOOL DISTRICT
BOND MEASURE ELECTION iINE 3, 2008

QURHL ROrs Schpols Oafety and Repair Measure: To improve neighborhood schools, fix feaky,
deteriotated roofs, improve fire safety, repair and upgrade classrootns, improve student tafety and
security, renovale outdated restropms, upgrade boating/ventilsson/electrical systems for energy
efficiency, snd computer technology, shali Alum Rock Union Elementary School District issue $179
million of bonds at legal rates to renovat « dcquite, construct, repeir and equip schools, sites and
facilities, with required independent financial audity, citizens’ oversight and no money for
sdministraton’ salaries?”

PRIORITY SCHOOL PROJECTS LIST

The Board of Trustees of the Alum Rock Union Elementary School District evalusted the
District’s urgent and critical tacility needs, including safety issues, enrollment trends, clags size,
enagy cfficiency and computer technology, in develaping the scope of projects 1o be fanded. In
developing the scope of projects, teachers, staff and community members have priofitized the key
health and safety neods 36 that the most critical facility needs are addressed. The Board conducted a
facilities evaluation and received public input and review in developing the scape of facility projecty
to be funded. This input concluded that if hese needs were not addressed now, the problem would
ordy gel worze. In approving this FPriority Scheol Projects List, the Board of Trustees makes stx
important policy determinations:

() The District must instsll and upgrade fire prevention, security and emergency
response systems, including safety bocks and fencing ut school sites so that all
students ure safe; and

(t)  Im repalring aging schools, priority must be thven to basic repairs, such as Jenky
reofs and installing and upgrading beating, covling and ventilation systenns fo
make themt more encrgy efficlent; and

Gii) I essentlal repales sre net made new they will be more expensive 1o repair in the
future; and

(V) The Distriet must minsimize its resources thromgh efficient {acility and financial

management, seek energy and utility cost SAVINgEs, musy nperessively apply for
State mutching funds, apd must spend any local bond netley on projects within

) The District must improve technology in clussronms; anid

o8 The District must fnsist that sl of its schosls be heslthy and sufe from fire
dangers. earthquake risks, hszar dous matertals such as ashestos and moid,

DHCSs| +0) SEASN A g}
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The Bund Project List is on file at the District Office of the Superintendent and include the
following profects:
PRIORITY SCHOOL PROJECTS

Profect costs for repair and removeation of eil existing scheols and facilities inclile, bit are
not limired to, some or all of the following: renovare stdems restrooms; instatl, repair andior
repluce plumbing, heating and ventilation sytiems; repair awd replace worm-aut roofs, windows,
flooring materinis, walls and doors; improve siguage; install electrical spstem wiring to sufely
gecommedate computers, technology and other elecrrical devices; improve school site parking;
upprade drainage systems, landscaping, climinate harmful ponding; repeir and replace fire
alarms, emergency communications and securlly systems (including secarily locks in classrooms,
security camerus, outdoor lighting and perimeter fencing); apgrade gas and water shut-off valves;
interior and exterior painting; repuir and mprove portable clussrooms; repair or replace unsafe
play struciures; demolition; inspect for and abate any hatardous moterials, incinding usbestos und
mold; improve access for people with disubilifies; and, construct ond upgrade classreoms,
Jacllivies, and various forms of storage and support space; repair unsafe asphali, welkways, play
surfuces, drinking fountains and covered areas.

»  Install new or improve cxisting student fire safery systems.

s Upgrade electrical, heating, cooling and ventilation systems for encrgy efficiency and
1o reducc cnergy cosis.

¢ Upgade aging and’or deteriorating restiooms.

»  Upgrade classroom technology aud iechnology infrastructure.

*  Renovate, upgrade claszrooms, buildings, including support areas, upgrade facilities,
as needed; improve access for students and teachers with disabilities, remowe

hazardous matenals, if any.

+  Enhapce  student safely  with  improved  security  systems  and  emergency
commuication systems, safety locks, and outdoor lighting.

¢ Ulpgrade student drop-off areas und improve otf-street parking,
Cassell Elementary Schoo structed fu 196

s Repowfreplace besking o deteriarating roofs,

¢ aaall new o naprove exsting stedent (ire safery sysiems

s Upgrade cleciicdd, hoammyg, eooling snd sentilation wetems o1 cocree ooy

ared b e cremey oosts
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¢ Upgrade classroom technology and technology infrastructure.

¢  Renvvate, upgrade classroums, bildings, including support arcas, upgrade facilities,
43 needed; improve access for students and teachers with disabilities, remove
hazardous materials, if any.

¢ Enhance studens safety with improved security systerns, locksble Bates, security Jocks
and emergency communication systems and ottdoor lighting.

Ceaar Chavez £ ; 950
¢ Install new or improve existing student fire safety systems.

* Upgrade electrical, heating, cooling and ventilation systemns for energy efficiency
and to reduce energy costs.

*  Upgrade aging andror deteriorating restrooms,

¢ Upgrade clussroom technology and technology infrastructuse,

* Renovate, upgrade classrooms, buildings, incloding support arcas, upgrade facilitics,
23 needed; improve access for students and 1eachers with disabilities, remove
hazardous materiats, if any.

*  Enhance student safety with improved security sysiems, door locks, fencing and
CIMEFECNCY cOmmunication systems, building and outdoor lighting.

Curet . nstr
* Repair/replace leaking or deteriorating roufs, as nesded.
*  Install new or improve existing student fire gafety and public address systems.

¢ Upgrade electrica], heating, cooling end ventilation systems for encrgy efficiency
and 10 reduce energy cosls,

*  LUpgrade aging and’or deteriorating restrovms

*  Uppade classroom technalogy and technology infrastruclure.

* bwprove student drop-off areas and recon{igure parking ares.

¢ Renovate, upgrage classroums, mutti-purpose roum, buildings. upgrade facihitres, as
needed. improve access for students andd teachers with disshilities, remove hazardous
naterials, if uny.

*  Fohanee student safety with improved security systems, lockable g, secuity
ks, and CMIIGERLY COmmmLnication systems ard autdonr hghting

DOUSRE 1.7 15 44 [REIUs SWTY
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Dorsa Elementary School (Construcie (1960}

Repoairrreplace leaking of Jeteriorating roofs.
Install new oy improve existing stndent fire safety sysiems.

Upgrade electrical, heating, cooling and ventilation systems for energy ctficiency
and (o roduce enerpy Costs.

Upgrade aging androt deteriorating restrooms.

Upgrade classroom technotogy and technology infrastructurs.

Renovate, upgrade classrooms, library, mulli-pumose room, buildings, upgrade
facilities, as ncedod. improve access for students and teachers with disabilities,

romove hazardous raaterials, i any.

improve student drop-off areas.

Enhance student safety with improved sccurity systems, lockable gates, security locks
and emergency communication systems, indoor and outdour lighting, and upgrade
field surfaces,

Repuit/ceplace leaking of detcriorating roofs, as needed.
Install new or improve existing student fire safely systems.

Upgrade clectrical, heating, cooling and vemilation rystems for energy officiency
and 10 reduce energy costs.

Upyrade aging andor deterioraiing resirooms.

Upgrade classiomm techinology and technology infrastructure.

Renovate, upgrade  claszrooms. buildrgs. wwluding  bamd room. slorape areas,
nperde Gorblies. 2s pecided mipeee weess tor shadonrs and teachers with
disathliies, e e izardous e rials hany

§ e Sudent sefry sl anproted <evinit edems b hably gates sooutiy

bk, awd CRISTIEACY ConEBIMICETHY APRIEES, cutoosr Tighony, aml wpgrade play
courts and fiedd surfices

e e
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Upgrade elactrical, W_{g and ventilation systems for encrgy cfficiency
and o reduce energy costs.

Upgrade aging and/or defcriorating restrooms.
Upgrade classroom technology and tachnology infrastrocrure.

Renovate, upgrade classrooms, teschers’ workroom, upgrde facilities, as needod;
improve asccess for students and teachers with disabilities, remove harardous
materinly, if any.

Inprove student drop-off areas.

Enhance student safcty with improved secarity systems, lockable pates, security
locks, and emergency communication systems, outdoor lighting, and upgrade play
court surfaces duc to sinkholes and ponding,

Repairireplace Jeaking or deteriorating roofs.

Install new or improve existing student fire safety systems,

Upgrade clectrical, heating, cooling and ventilation systems for energy efficiency
and to reduce energy costs.

Upgrade aging and/or deteriorating restrooms.

Upgrade classroom technology and techiology infrastructure.

Renovate, upgrade classrooms, library, multi-purpage  room, buildings, upgrade
fecilities, a5 needed; improve access for studeuts and teachers with disabilities,
remove hazardous muterials, if any,

lenprove student drop-off preas.

Enhance student safety with improved sscurity systems, lockable gates, security focks
and emergency commenication systerns, outdoor lighting,

DOUSSF 67 (354 D2ALA KK
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hs E 3 [ ed in
»  Repair/replace leaking or deteriorating roofs.
o lnsisll new or improve existing student (e safety systenss.

o Upgmde electrical. heating, cooling and vemtilation systems for energy cifiviency
and to reduce energy costs.

e Upgrade aging and/or deteriorating restrooms.
¢ Upyrade classroom technology and provide infernet secess.

e Renovate, upgrade and expand classrooms, provide library space, wpgrade facilities,
as noeded; improve access for studenis and leachers with disabilities, remove

hazardous materials, ifany.

¢ Enhance student safety with improved security systems, Jockable pates, secusiry Incks
and emergency communitation systems and outdoor lighting.

;)  E h ucted
¢ Repairfreplace leaking or deteriorating roofs.
o Install new or improve cxisting student fire safety sysiems.

s Upgrade clecirical, heating, conling and ventilation systems for eneryy ctfiviency
and to reduce energy costs.

s Upgrade aging and/or deteriorating restrooms.

»  Upgrade classroom technology and technology infrastructure.

e Renovale, upgrade classrooms, lbrary, multi-purpose room, buildings. upgrade
favilities, az nealed; improve access for students and teachers wath Jisabilities.
remove hacardoss inatenials irany.

s improce parking aress.

o bahopoe shdest sehy oash improved seounity svsrenss fockable gates. ooty
o ko eslothegencs comumuntcation sy e, outdoor fighting

Miflard MoCoflam Elementary Schou! (Construcied in [958)

o Ropait eeplace heshing or deteriorating mmats and wuitors

o frsnail e o o e Jasis e S dess Goe aatetc v stears
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*  Upgrade eloctrical, heating, cooling and ventilation systems for encrgy efficiency
and to reduce energy costs,

¢ Upgnde aging and/or deteriorating vestrooms.
¢ Upgrade classroom technology and tochnology infrastructure,
%  Renovate, upgrade ¢clagsrooms, buildings, including storage areas, upgrude facilities,

as needed; improve access for students and teachers with disabilities, remove
hazardous matenials, il any.

¢ Enhance student safety with improved sccurity systems, lockable gries, security
locks, and emergency commumication systems, outdoor lighting, and vpgrade play
courts field surfaces.

MEMMS&MMM
* Repairreplace leaking or deteriorating roofs,
¢ Instalt new or improve existing stedent fire safety sysiems.

¢ Upgrade clectrical, heating, cooling and ventitation systems for energy efficiency
and 1 reduce energy costs,

*  Upgrade aging and/or deteriomning restrooms.
*  Upgrade classroom technology and technology infrastructure,

*  Renovate, upprade facilities, 8s needed; improve access for students and teachers
with Jisabilitics, remove hazacdous materials, if any.

*  Enhsnce student safety with improved security systems, Jackable gales, security

locks, and CmeTgency communication systems, outdoor lighting, and replace unsale
playground equipmen,

Puinter Eleprentary School {Constructed in 196])
*  Repair/replace leaking or detenorating roofs.
¢ Insisll new or improve existing student fire safety 3ystems,

*  Upgrade electrical, heating, cooling and ventilation systems for energy efficiency
and to reduce energy costs.

¢ Upgrade classroom technology and weehnodngy infrasiruciyre,

B
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Renovate, upgrade and/or provide distinet classrooms. mulu-purpose room. storage,
vpgrade facilities, as nceded; improve access for studente and teachers with
disabilities, remove harardous materisis, if any.

Improve student drop-oft areas,

Enhance smdent safety with improved security systems. bockable gates. security
locks, amd emergency communication systemi, outdoor lighting, and upgrade field
surtheoes.

*

[ 4

L d

Repairreplace tesking or deteriorating roofs, as needed,
instul new or improve existing stadent fire sefety systems,

Upgrade clectnicsl, beating, cooling and ventilation systems for encryy efliciency
and to reduce encrgy costs.

Upgrade aging and/or deteviorating restrooms.
Upgrade clazsrmom technology and technology infrastrucrare,
Renovate, upgrade classrooms, provide additional classtooms {Adelante), buildings,
including storage areas, upgrade Licilitics, as nceded; improve access for stedents and
teachers with disabilitics, remove hazardous materials, if any, remodzl or expand
administrative facilities,
Enhance student safety with improved security systems, lockable gares, secunty locks
and emergency communication systems, oudoor lighting, and upgde play courts
field surfaces.
Agpdemv/MeEnter Acndey Elemeptary structed in 195
Repairfreplace kaking or deteriorating roufs and gutiers.

fstall new or improve exsting student fire safely systenms

Vpaeade wlevtncal. heatag, ceohing amnd ventilating systems for vmogy effio e
Al W o coerey costs

Foparade g andood deteniaraling sestroonts

Upgrande assnwan echnotopy sod technobsgy infiasti tore

Renovate, sporade chestooms st puipisse room. aorh oo, apgeade Bpoinies us

Acedud, mapian e e dor st bonis md toscbers werh deoabitie s reupse o oankons

(R ERI N ST S R T

Page 83



*  Enhance student safety with improved security systems, lockable gates, security
locks, and emerpency communication systems, outdoor lighting.

Thomas P. Rvea Elementsry School {Construcied in 1967}
*  Repairfreplace feaking or deteriorating roofs.
¢ Install new or improve existing student fire safety systems.

¢ Upgrade electrical, heating, cooling and ventilstion systems for enctgy cfficiency
and to reduce enerpy costs,

*  Upgrade sging and/or deteriorating restrooms.
Upgrade classroom technology and technology infrastructure.

*  Renovate, upgrade classrooms, buildings, including storage areas, upprade facilities,
a5 needod; improve sccess for students aud teachers with disabilitics, remove
hazardous materials, if any.

¢ Enbance studem safery with improved security systems, lockable Bates, socurity
locks, and emergency communication systems and outdoor lighting.

toniv #tr
*  Repainreplace leaking or deteriorating roofs,
¢ Install new or improve existing student fire safety systems.

¢ Upgrade electrical, heating, cooling and vemtilation systems for energy cfficicncy
and to reduce energy costs.

*  Upgrede aging and/or deteriorating restrooms.

¢ Upgrade classroom technology and technology infrastructure.

¢ Renovate, upgrade classrooms. facilitics, add covered walkways o relocatible
classrooms and cnvered hunch area, as needed: improve acoess for students and
teachers with disabilitics, remoye hazardous materials, ifany,

s Improve student drop-off areas,

¢ Fnbance studem sufety with improved security sysiems, lockable pates, door locksets,
fencing sand entergency communication systems and outdooy lighting.

Slegiaker Elementary Schol {Constyucted {g 1962)

¢ Install new or miprove existing student fire safety systemns

DS 0 S 0240 Tt
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Uprde elecirical.  heatng, cooling and venitlation systems for energy cffickeny

*
and to reduce encrgy costs.

¢ Upgrade aging amd’or delerivrating restrooms.

o Upgrade classroom technalogy and technology infrastructure

v Improve siudent drop-of¥ arcas.

¢ Renovate, upgrade classrooms, facilities. as needed; iImprove access for students and
1eachers with disabilities, remove hazardous materials, if sny.

« Enhance studem safety with improved security systems. perimeter fencing, fockable
gates, door locksets, and emergency commmnication systems, outdoot lighting, and
upgrade play court surfaces, expamd cunpus visibility by relocating porable
classrooms.

Chvde Fish Constr|

¢ Repait/replace leaking or deteriorating rooffs.

e Install new o7 improve existing student fire safety systems.

o Upgrade electrical, hesting, cooling and ventilation systems for encrgy cfficiency
and to reduce energy costs. '

*  Upgade classronm technology and technology infrastruchitre.

s Add additional classrooms to reduce class size and construct new gym.

e Renovate, upgrade classmoms, facilitics, as needed; improve access for studenis and
teachers with disabilities, remove hazardous materials, if any,

* Enhance student safdy with improved security systems. lockable gates, seeurity

locks, and emergency communication systemns, outdoor fighting. and upgrade fiekl
and tack surfaces.

Jineph Gearge Middie Schawl (Copstracted in 191

-

»

Bopmrerephoe feabimg o detenorating roals
ftadl s on sRprone Csasteng shudont five safety systens

Upgrade clectnial, hatng, cooling and vepilaton systams bor crerpy allciemy
and o rerhiee energy costs

Popade agsng andos deternoruimy 10 st
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Expand multi-purpose building and construct s fidl science lab.

Renovate, upgrade classrooms, facilities, locker building, as nceded; improve woess
for students and teschers with disabilitics, remave hazardous materials, if any.

Enhance studens safety with improved scourity systems, lockable gates and security
locks, and emergency communication systems and outdoor lighting,

Repait/replace leaking or deteriorating roofs, as needed.
Instali new or improve existing student fire safcty systems,

Upgrade electrical, heating, cooling and ventilation systems for energy efficiency
and to reduce enrgy costs.

Upgrade aging and/or deterionating restrooms.
Upgrade classeoom technology and technology infrastructure.

Renavate, upgrade classrooms, library, science lab, upgrade facititics, as needed;
improve access for students and teachers with dissbilities, remove hazardous

materialy, if any.

Enhunice student safety with improved security systems, lockable putes, seourity
locks, and emergency communication systems and sutdoor lighting, and upgrade
landscaping and perimeter fencing,

Ocals Middle School (Comstrucied Iy 1972)

]

[

Repairireplace leaking or deteriorating roofs,
Install new or improve existing student fire safery systems.”

Upgrade electrical, heating, cooling and ventilation systems for energy efficiency and
to reduce energy conts.

Upgrade aging and/or deteriorating restrooams.
Upgrade classronm technotogy and technology mfrastructure

Improve student drop-off aregs.

Renovate, upgrade  classrooms, butldimgs, including physical education,

administration areas, upgrade fucilities, as necded; imgwove acvess for studeniz and
teachers with disabilities, remove huzardous malerials, if any.
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Fuhame stulent safely with improved security systems, fencing, luckable gales.
security locks, cmergency vammunication systess. outdoor lightng, and upgrade
Gield surfaces,

Pala Middie School (Constructed in 1930)

.

Repairreplace leaking or detenorating roofs.
Install new or improve existing student fire safety systems.

Upgrade clectrical, heating, cooling and vemtilation systems for energy effictency
and to reduce encrgy COsts. N

Upyrade aging and’or deteriorating restrooms and plumbing.
Upgrade classroom technology and techriology infrastructure.

Renavate, upgrade classrooms, buildings, including physical educalion facilities, 3¢
needed; improve access for students and Teachers with disabilitics, remove hazardous
materials, if any.

Enhance student safety with improved security systems, lockable gates, Socurily
tocks, fencing, and emergency communication systems and outdoor highting.

William Shepherd Middke School (Congiructed in 196])

Repair/replace Jeaking or deteriorating roofs.
[nstall new or improve existing student fire safety sysiems.

Upgrade clectrical, heating, cooling and ventilution systems for encrgy efficiency
and 10 reduce eocrgy costs.

Upgrade aging and'or detenorating restrooms.

Upgrade classroom fechnology and technotopy mitasiructire.

Renovate, upgrade clossrroms, baldings, adoding mdt-purpose nearne ipaes e
facthiies, gy wocded, improve aovess fiv studenrs and wachers soth deabibtee
rosrhirer Bayardous satdoriale s any

Fpeoee shudent Jropont arcas,

fohance snpfent <afets wth wnproved secunty avstems. hockable pates, seonrdy

bwks, Repomg, and onorgeiny COMMUnIAnN 8ystems, ouldons cphting wad
upgrade Tkl sarfices
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District-Wide Profects

s Upgrade the District conteal support office. including clectrical, beating, coeling and
ventilation  sysicms, restrooms, signage, door locks, outdoor security  lighting,
handicapped accessibility and adding relocatable rooms; repairreplace deteniorating
roofs, and District wchnology systems.

Listed building, repair and rehabilitation projects and upgrades will be completed as needed.
Each project is assumied 1o include it share of turniture, equipment, architectural, engineering, and
similar planning costs, program management, staff training expenses and a customary contingency
for unforescen design and construction costs, In addition to the Histed repair and construction projects
slated above, the Priority School Projects List also includes the acquisition of land and facilities, the
payment af the costs of prepamtion of all facility planning, facility assessment reviews,
environmental studies and construction documentation, and femporary housing of dislocated District
activities caused by bond projects. The allocation of bond proceeds will be affected by the District’s
receipt of State matching funds and the final costs of each project. In the absence of Stte matching
funds, which the District will aggreasively parsue 1o reduce the District's share of the costs of the
projects, the District may wot be ahle 1o complete some of the projects listed above. Centain projects
may be undertaken as joint pse projects in cooperation with other local public agencies. The budget
for each project is an estimate and may be affected by factors beyond the District's control. The final

above may be delayed or may not be completed. Demolition of cxisting facitities and reconstruction
of facilities scheduled for repair and upgrade may occur, if the Board determines that such an
approach would be mare cost-effoctive in ereating more enhanced and operationally efficient
campuses. Necessary site preparstionrestoration muy occur in connection with new construction,
renovation or remodeling, or installation or removal of relocatable classrooms, mecluding ingress and
egress, removing, replacing, or installing trrigation, utility limes, trees and lendscaping, redirecting
fire aocess, and Boguiring any necessary casements, licenses, or tights of way to the property. Bord
proceeds shall only be expended for the specific purposes identified hereip, The District shall create
an account into which procceds of the bonds shall be deposited and comply with the reporting
requirements of Government Code § 53410

FISCAL ACCOUNTABILITY. IN ACCORDANCE WITH EDUCATION CODE
SECTION 15272, THE BOARD OF TRUSTEES WILL. APPOINT A CIT1ZENS®
OVERSIGHT COMMITTEE AND CONDUCT ANNUAL INDEPENDENT AUDITS TO
ASSURE THAT FUNDS ARE SPENT ONLY ON DISTRICT PROJECTS AND FOR NO
OTHER PURPOSE. THE EXPENDITURE OF BOND MONEY ON THESE PROJECTS 1S
SUBJECT TO STRINGENT FINANCIAL ACCOUNTABILITY REQUIREMENTS. RY
LAW, PERFORMANCE AND FINANCIAL AUDITS WILL BE PERFORMED ANNUALLY,
AND ALL BOKD EXPENDITURES WILL BE MONITORED BY AN INDEPENDENT
CITIZENS' OVERSIGHT COMMITTEE TO ENSURE THAT FUNDS ARE SPENT 4S8
PROMISED AND SPECIFIED. THE CITIZENS' OVERSIGHT COMMITTEE MUST
INCLUDE, AMONG OTHERS, REPRESENTATION OF A BONA FIDE TAXPAYERS
ASSOCIATION, A  BUSINESS ORGANIZATION AND A SENIOR  CITIZENS
ORGANIZATION. NO DISTRICT EMPLOYEES OR VENDORS ARF ALLOWED TO
SERVE ON THE CITIZENS' OVERSIGHT COMMITTEE.

B-13
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() ISTRATOR SALARIES. PROCEEDS FROM THE SALE OF THE BOXDS

AUTHORIZED BY THIS PROPOSITION SHALL BE USED ONLY FOR THE ACQUISITION.
CONSTRUCTION, RECONSTRUCTION, REHABILITATION, OR REPLACEMENT OF
SCHOOL FACILITIES, INCLUDING THE FURNISHING AND EQUIPPING OF SUHOOL
FACILITIES. AND NOT FOR ANY OTHER PURPOSE, INCLUDING TEACHER AND
SCHOOL ADMINISTRATOR SALARIES AND OTHER OPERATING EXPENSES.
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TO BE PUBLISHED IN THE OFF ICIAL REPORTS

OFFICE OF THE ATTORNEY GENERAL
State of California

BILL LOCKYER
Attomney General

OPINION No.04-110
of November 9, 2004
BILL LOCKYER
Atlomey Genersl

DANIEL G. STONE
Deputy Attorney General

THE HONORABLE MANNY DIAZ, MEMBER OF THE STATE
ASSEMBLY, has requested an opinion on the following question:

May a school district uge Proposition 39 school bond proceeds 10 pay the

salarics of district employees who perform sdministrative overs; ght work on construction
projects authorized by a voter approved bood measure?

CONCLUSION
A school district may use Proposition 39 school bond proceeds to pay the

salaries of district employees to the extent they perform administrative oversight work on
construction projects authorized by a voter approved bond measure,

04-110
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ANALYSIS

On November 8, 2000, California voters approved Proposition 39, which
amended the Constitution to allow the issuance of bonds for the construction of school
facilitics if approved by 55 percent of a school district’s voters and if specified conditions
aremel.! Among other things, subdivision (b)(3) was added to section 1 of article XIIA of
the Constitution, providing that the one percent property tax limitation does not apply to:

“Bonded indebtedness incurred by & school district, community college
district, or county office of education for the construction, reconstruction,
rehabilitation, ot replacement of school facilities, including the furnishing and
equipping of school facilities, or the acquisition or lease of real property for
school facilities, approved by 55 peroent of the voters of the district or county,
a5 appropriate, voting on the proposition on ot after the effective date of the
measurc adding this paragraph. This paragraph shall apply only if the
proposition approved by the voters and resulting in the bonded indebtedness
includes all of the following accountability requiremeats:

“(A) A requivement that the proceeds from the sale of the bonds be
wsed only for the purposes specified in Articte XIIA, Section 1(b)(3), and not
for any other purpose, including teacher and administrator salaries and other
school operating expenses.

“(B) A list of the specific school facilities projects to be funded and
certification that the school district board, commamity college board, or counity
office of cducation has evatuated safety, class size reduction, and information
technology needs in developing that list

“C) A requircment that the school district board, community college
board, or county office of education conduct an annual, independent
performance audit to easure that the funds have been expended only on the

specific projects listed.

“(1¥) A requirement that the school district board, community college
board, or county office of education conduct an annual, independent financial
audit of the proceeds from the sale of the bonds until all of those proceeds
have been expended for the school facilities projects.” (ltalics added.)

! Normally, approval of a school district's bonded indebtedaess would require 8 two-thirds approval
vote of o district’s voters, (Sec Cal, Const., art. XITIA, § 1, subd. (bX2), art XVL § 18, subd. (a).)

2 04-110
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We are asked to determine whether the prohibition against using
Proposition 39 schoo! bond proceeds for “‘teacher and administrator salaries and other school
operating cxpenses” (Cal, Const., art. XIIA, § 1, subd. (b)(3)XA)) applies to the payment of
salaries of school district employees who perform administrative oversight work on
construction projects authorized by a voter approved bond meagure. We conclude that the
prohibition is inapplicable to such salary expenses,

Preliminatily, we note (hat Proposition 39 also amended section 18 of article
XV1 of the Constitution in several respects, including the addition of subdivision (b), as
follows:

... [Oln or after the effective date of the measure adding this
subdivision, in the case of any school district, community college district, or
county office of education, any proposition for the incurrence of indebtedness
in the form of general obligation bonds for the construction, reconstruction,

In addition, to implement the provisions of Proposition 39, the Legislature has enacted “The
Strict Accountability in Local School Construction Bonds Act of 2000™ (Ed. Code,
5§ 15264-15288; “Act™);? targeting “unauthoeized expenditures” of Proposition 39 schoal
bond proceeds. Section 15264 this provides:

“It is the intent of the Legislature that all of the following are realized:
bond measures, including those authorized pursuant to paragraph (3) of

subdivision (b) of Section 1 of Article XIIIA of the California Constitution,
arc in strict conformity with the Jaw

* All references hereafter 10 the Education Code are by section number only.
3 WM-110
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“(b) Taxpayers directly participate in the oversight of bond
expenditures.

“(c) The members of the oversight committees appointed pursuant to

this chapter promptly alert the public to any waste or impeoper expenditure of
school construction bond money.

*“(d) That unauthorized expenditures of school construction bond
revenues arc vigorously investigated, prosecuted, and that the courts 8ct
swifily to restrain any improper i "

Section 15278 requires the establishment of a citizens’ oversight committee with the
following dnties:

“The purpose of the citizens’ aversight committoe shall be to inforem the
public concerning the expenditure of bond revenues. The citizens’ oversight
committee shall actively review and report on the proper expenditure of
taxpayers’ money for school construction. The citizens’ oversight committee
shall advise the public as to whether a school district or community college
district is in compliance with the requirements of paragraph (3) of subdivision
(b) of Section 1 of Article XIIIA of the Califomia Constitution. The citizens’
oversight committee shall convene to provide oversight for, but not be limited
to, both of the following:

“(1) Ensuring that bond revenues arc expended only for the purposes
described in paragraph (3) of subdivision (b) of Section 1 of Article XIIIA of
the Califomia Constitution.

“{2) Ensuring that, as prohibited by subparagraph (A) of paragraph (3)
of subdivision (b) of Section 1 of Article XIILA of the California Constitution,
no funds are used for any teacher or administrative salaries or other school

operating expenses.™ (§ 15278, subd. (b))
Oversight committees are expressly permitted to engage in a mumber of review and
inspection activities, including review of school districts’ cfforts “to maximize bond

revenues by implementing cost-saving measures,” specifically including “{mjechanisms
designed to reduce the costs of professional feos.” (§ 15278, subd. (cX5XA).)

4 04-110
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Finally, section 15284 provides for the filing of expedited civil actions, known
as “School Bond Waste Prevention Actions,” by persons residing in the school district when,
among other things, it appears that bond proceeds are being spent “for purposes other than
those specifiod in paragraph (3) of subdivision {b) of Section | of Article XIIIA of the
California Constitution ™ (§ 15284, subd, (a)(1).)

With these constitutional and statutory provisions in mind, we return to the
language of section 1, subdivision (bX3XA), of article XIIA of the Constitution. School
bond proceeds may be expended only for “the construction, reconstruction, rehabilitation,

administrator salarics and other school operating expenses.” In which of these cétegon'w
are the salaries of distriet employees whose work involves oversight of the construction
projects authotized by a votar approved bond measyre?

We believe that the phrase “the construction, reconstruction, rehabilitation, or
teplacement of school facilities™ embraces project administrative costs, such as monitoring

architectural and engincering design work, and construction worker salaries, but also costs
of project administration -- work that the school district would not be required to undertake

the construction project are properly coordinated; that each step satisfies the specifications;
that invoices are reviewed, revised where appropriate, and paid in s timely manner; that costs
do not exceed the project’s budget; and that the project is completed on schedule. (See 78
Ops.Cal.Atty.Gen. 48 (1995).

Some of these administrative tasks -- specifically, conducting an annual
independent performance sudit and an annual independent financial audit during the lifc of
the construction project — are cxpressly required by Proposition 39 itself, as a condition of
qualifying for the 55 percent voter approval requirement. (See Cal. Const_, art, XIlIA, § 1,

* We distinguish these "management costs” from actual construction labor that distriet employess
might contribute to the project - such as clectrical work, carpentry, painting, or plumbing, The use of district
cmployess for construction labor i subject to separste legal restrictions, (See, e.g., Fub. Contract Code,
§ 20114; of. Pub. Contract Code, § 22032) However, the Question posed here concems only those
administrative duties roquired for oversight of the construction proyect.

5 04-110
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as comning within “the purposes specified in Article XHIA, Section 1(b) (3).” (Cal. Const.,
arL XIUA, § 1, subd. (b)(3XA); see § 15278, subd. (b).)*

Such project management costs may therefore be funded by Proposition 39
school bond procecds unless the expenditures are specifically prohibited under the phrase
“4eacher snd administrator salaries and other school operating expenses.” The “teacher and
administrator salaries” in question are limited to those that qualify as “school operating
expenses” because of the word “other” contained in the phrase.® We believe that “school
operating expenscs” are those regular, ongoing, day-to-day costs associated with maintsining
and operating a school. Among such expenses would be (1) the cost of managing the
cducational servioes provided, including the salaries of school administrators, and (2) the
cost of providing instruction to students, including the salaries of teachers. (See 22
Ops.CalAtty.Gen. 105, 108 (1953) [school district’s normal operating expenses include
purchase :}f supplics and payment of salaries of school administrators, teachers, and
Jjanitors].)

We distinguish between routine, everyday school operating expenses and the
narrow categary of costs and salaries of concern here -- costs that arise only in connection
with, and are incurred only for the duration of, construction projects authorized by a voter
approved school bond measure. The latter cxpenses are not incurred in the school’s ordinary
ofigoing operation, but are instead an integral part of the construction process and “in the
nature of an investment for the future.” As the court explained in Marin U. Junior College
Dist. v. Gwinn (1930) 106 Cal App. 12

“For years the legislature has recognized the well-established economic

4 To the extent the management services consist of onsite assessteal of technical matters involving,
for example, design, materials, building standards, or workmanship, o project manager oy be required to
be hicemsed and have experience in the particular subject ares, (Cf. Gov. Code, §§ 4525-4529.5; 78
Ops.Cal Atty.Gen, 48, supra; 57 Ops.Cal Aty Gen. 421 (19743.)

' In insespreting the constingional langusge added by Proposition 39, “our parmmount task 15 to
asoertain the intent of those who enactad it. [Citstion.]” (Thompsew v. Deparment of Corvections (2001)
25 Caldth 117, 122) In determining that intent, we “Jook first to the language of the constitutional text,
giving the woeds their ordinary meaning.” (Leone v, Medical Board (2000) 22 Cal 4th 660, 663.) = "A
constitutional amendroent should be construed in accordance with the natural and ordinary meaning of its
words, [Citation.]' = {Hi-Valiage Wire Works, Inc. v. City of San Jose (2000) 24 Cal.4¢h 537, 559.)

6 We read Proposition 39°s use of the term “tescher . . . sularics™ as meaning salaries for teaching,
thus corresponding with “salaries of classroom teachers™ a5 defined for school a¢counting purpases in sectofn
4101 1. Approprisse definitions of “teacher™ and “administrative employee™ are contained in section 41401,
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cxpenditure is in the nature of an investment for the future, whereas the cost
of maintenance is 3 definite present cxpense.” (/d. at pp, 13-14.)

Accordingly, we believe that Proposition 39°3 prohibition against the use of school bond
proceeds for “school operating expenses™ does not bar use of the proceeds for the payment
of salaries of school district cmployees performing oversight work on construction projects
authotized by a voter approved bond measure.

It is also consistent with other legislative schemes dealing with similar types
of costs. (See, e.¢., Gov, Code, § 16727, subd. (8) ["'costs of construction or acquisition of
capital assets™ for which bond proceeds may be expended “include costs incidentally but
directly related to construction or acquisition™]; Pub. Resources Code, § 5096.674 [bond
proceeds for site acquisition and development of parks and recreation areas may be applied
to “costs incurred in connection with administering” bond programs}; Wat. Code, § 13959,
subd. (f) [defining “construction™ of bond-funded water treatment facilities to inclnde “legal,
fiscal, or economic investigations or studies, surveys, designs, plans, . . . or the inspection
or supervision of any of the foregoing itemns™].) Administrative overs ight work is an integral
pant of the construction process.

3

contract with a school district while forbidding the use of such proceeds for the same work
performed, presumably at lower cost, by district employees. Nothing i the November 8,
2000 ballot pamphilet remotely suggests that Califormia voters intended such & result when
they adopted Proposition 19,

7 04-110
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We conclude that a school district may usc Proposition 39 school bond
proceeds to pay the salaries of district employees to the cxtent they perform administrative
oversight work on construction projects authorized by & voter approved bond measure,

SESE¥
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CITIZENS’ OVERSIGHT COMMITTEE
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CALIFORNIA EDUCATION CODE
SECTION 15278-15282
CITIZENS® OVERSIGHT COMMITEE

15278. (a) If a bond measure authorized pursuant to paragraph (3) of subdivision (b) of Section
I of Article XIII A of the California Constitution and subdivision (b) of Section 18 of Article

committee, pursuant to Section 15282, within 60 days of the date that the governing board enters
the election results on its minutes pursuant to Section 15274.

(b) The purpose of the citizens' oversight committee shall be to inform the public concerning
the expenditure of bond revenues. The citizens' oversight committee shall actively review and

oversight committee shall advise the public as to whether a school district Or community college
district is in compliance with the requirements of paragraph (3) of subdivision (b) of Section 1 of
Article XIII A of the California Constitution. The citizens' oversight committee shall convene to
provide oversight for, but not be limited to, both of the following:

(1) Ensuring that bond revenues are expended only for the purposes described in paragraph (3)
of subdivision (b) of Section 1 of Article XIII A of the California Constitution.

(2) Ensuring that, as prohibited by subparagraph (A) of paragraph (3) of subdivision (b) of
Section 1 of Article XIII A of the California Constitution, no funds are used for any teacher or
administrative salaries or other school operating expenses.

(¢) In furtherance of its purpose, the citizens' oversight committee may engage in any of the
following activities:

(1) Receiving and reviewing copies of the annual, independent performance audit required by
subparagraph (C) of paragraph (3) of subdivision (b) of Section 1 of Article XIII A of the
California Constitution.

(2) Receiving and reviewing copies of the annual, independent financial audit required by
subparagraph (C) of paragraph (3) of subdivision (b) of Section 1 of Article XIII A of the
California Constitution.

(3) Inspecting school facilities and grounds to ensure that bond revenues are expended in
compliance with the requirements of paragraph (3) of subdivision (b) of Section 1 of Article XIII
A of the California Constitution.

(4) Receiving and reviewing copies of any deferred maintenance proposals or plans developed
by a school district or community college district, including any reports required by Section
17584.1.

(5) Reviewing efforts by the school district or community college district to maximize bond
revenues by implementing cost-saving measures, including, but not limited to, all of the
following:

(A) Mechanisms designed to reduce the costs of professional fees.

(B) Mechanisms designed to reduce the costs of site preparation.

(C) Recommendations regarding the joint use of core facilities.

(D) Mechanisms designed to reduce costs by incorporating efficiencies in school site design.

(E) Recommendations regarding the use of cost-effective and efficient reusable facility plans.
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15280. (a) The governing board of the district shall, without expending bond funds, provide the
citizens' oversight committee with any necessary technical assistance and shall provide
administrative assistance in furtherance of its purpose and sufficient resources to publicize the
conclusions of the citizens' oversight committee.

(b) All committee proceedings shall be open to the public and notice to the public shall be
provided in the same manner as the proceedings of the governing board. The citizens' oversight
committee shall issue regular reports on the results of its activities. A report shall be issued at
least once a year. Minutes of the proceedings of the citizens' oversight committee and all
documents received and reports issued shall be a matter of public record and be made available
on an Internet website maintained by the governing board.

15282. (a) The citizens' oversight committee shall consist of at least seven members to serve for
a term of two years without compensation and for no more than two consecutive terms. While
consisting of a minimum of at least seven members, the citizens' oversight committee shall be
comprised, as follows:

(1) One member shall be active in a business organization representing the business
community located within the district.

(2) One member shall be active in a senior citizens' organization.

(3) One member shall be active in a bona fide taxpayers' organization.

(4) For a school district, one member shall be the parent or guardian of a child enrolled in the
district. For a community college district, one member shall be a student who is both currently
enrolled in the district and active in a community college group, such as student government.
The community college student member may, at the discretion of the board, serve up to six
months after his or her graduation.

(5) For a school district, one member shall be both a parent or guardian of a child enrolled in
the district and active in a parent-teacher organization, such as the Parent Teacher Association or
schoolsite council. For a community college district, one member shall be active in the support
and organization of a community college or the community colleges of the district, such as a
member of an advisory council or foundation.

(b) No employee or official of the district shall be appointed to the citizens' oversight
committee. No vendor, contractor, or consultant of the district shall be appointed to the citizens'
oversight committee. Members of the citizens' oversight committee shall, pursuant to Sections
35233 and 72533, abide by the prohibitions contained in Article 4 (commencing with Section
1090) and Article 4.7 (commencing with Section 1125) of Division 4 of Title 1 of the
Govemnment Code.
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GLOSSARY OF TERMS AND ACRONYMS

ACSA Association of California School Administrators
AOR Architect of Record

CASBO California Association of School Business Officials
CBOC Citizens’ Bond Oversight Committee

CDE California Department of Education

CEQA California Environmental Quality Act

CO Change Order

CSBA California School Boards Association

CUPCCAA California Uniform Public Construction Cost Accounting Act
DSA Division of State Architect

DTSC Department of Toxic Substances Control

DVBE Disabled Veteran Business Enterprise

EIR Envii‘onmental Impact Report

GO Bond General Obligation Bond

HVAC Heating, Ventilation, AirConditioning

IOR Inspector of Record

LCP Labor Compliance Program

NOC Notice of Completion

OPSC Office of Public School Construction ]
PEA Preliminary Environmental Assessment

RFI Request for Information

RFP Request for Proposal

RFQ Request for Qualification
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SAB State Allocation Board
SFP School Facility Program
TBD To Be Determined
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