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School Upgrade Program

Staft proposes that the Board of Education establish the School Upgrade Program and take the
following associated actions:

1. Approve the overarching goals and principles of the School Upgrade Program
(SUP) which will drive the development of future projects to upgrade, build, and repair
District school facilities to improve student health, safety and educational quality within
specific categories of need:

= Facilities should align with instructional requirements and vision
= Schools should be safe and secure
= School building systems should be sound and efficient

2. Approve the allocation of $7,852,970,000 from the following sources to support
the development of projects under the SUP:

= §75,000,000 from the program reserve of the current phase of the bond program,
which management anticipates can eventually be released for new scope.

= $100,000,000 in interest that has been earned on State bond cash balances that
can be used for capital facilities projects.

= $677,970,000 of bond proceeds from Measures R and Y.
= $7,000,000,000 of bond proceeds from Measure Q.

3. Approve the target amounts that will be allocated to the Facilities Services Division
(FSD) Strategic Execution Plan (SEP), Information Technology Division (ITD) SEP,
Transportation Services Division (TSD) SEP, and the Office of the Inspector General
(OIG) as indicated in the "School Upgrade Program Spending Targets" (Attachment A).
Approval does not permit the expenditure of bond proceeds on projects. The
expenditure of bond proceeds on projects requires legal review to determine bond
eligibility, approval of an SEP amendment identifying a defined budget, scope and
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schedule, consideration by the Bond Citizens' Oversight Committee (BOC), and
approval by the Board of Education. Funding for direct project costs, as well as
program management and indirect costs will come from the spending targets for each
category of need as appropriate. Approval does permit expenditure of funds for
overhead costs associated with managing the program and with the development and
scoping of project definitions to be brought to the BOC for consideration and Board of
Education for approval.

4. Approve replacing the "2008 Bond Package Summary," the proposed allocation of
funds for Measure Q (Attachment B), which was approved on July 31, 2008 (Board
Report #496-07/08), with the "School Upgrade Program Spending Targets" (Attachment
A).

The "School Upgrade Program Spending Targets" also supersedes the December 13,
2011, action to allocate $99 Million from the District's next local bond issuance to the
Board-Prioritized Facilities Programs that were delayed as part of the Prioritization and
Funding Strategy for School Information Technology Network Infrastructure Upgrades
(Board Report #086-11/12).

Background:

On July 31, 2008, the Board of Education adopted a Resolution Ordering an Election and
Establishing Specifications of the Election Order for the purpose of placing Measure Q, a $7
Billion bond measure on the November 4, 2008, election ballot to fund the renovation,
modernization, construction and expansion of school facilities. In conjunction with this action,
the Board also adopted, as amended, the "2008 Bond Package Summary," that identified the
target amounts of bond proceeds to be allocated to various categories of need. In preparing the
bond measure, more than $60 Billion of needs were identified despite the fact that more than
$20 Billion had been invested in constructing new schools and repairing and modernizing
existing school facilities.

During this time, it was anticipated that the District would begin issuing Measure Q in 2009 in
small issuances of $200 Million per year for the first four years. However, the nationwide
economic downturn in 2009 resulted in a decline in Assessed Valuation (AV) of real property
which restricted the District's ability to issue Measure Q bonds and the remaining $677,970,000
of unissued Measures R and Y. Once AV improved, the Board of Education authorized the
issuance of the remaining Measures R and Y General Obligation Bonds, on March 19, 2013
(Board Report #227-12/13).

The "2008 Bond Package Summary" has become outdated. Five years have passed since it was
adopted by the Board of Education and Measure Q was approved by the voters. New
information about the condition of the District's facilities is available from the completed
planning and assessment effort and the ongoing Facilities Condition Assessment. The District's
instructional vision and the needs of our schools have also evolved over the course of the past
five years.

The School Upgrade Program was developed to reflect the intent and objectives of Measure Q,
as well as the current needs of our school facilities and educational goals. The "School Upgrade
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Program Spending Targets" is essentially an updated version of the "2008 Bond Package
Summary". The spending targets were restructured to enable a more efficient, comprehensive,
and holistic approach to developing and executing capital projects. The overarching differences
include:

= Consolidated various spending targets from the "2008 Bond Package Summary" into
two major categories of need.

= Spending targets for technology related categories of need were increased to align with
present goals.

= The previous "Dedicated Funds for Future...Priorities" spending targets were allocated
to known priorities.

= Previous spending targets were adjusted in categories of need that received advanced
and unanticipated capital funding since November 2008 through the Capital Improvement
Program (CIPR).

Expected Outcomes:

Staff anticipates that the Board of Education will approve the School Upgrade Program and the
associated proposed actions. The proposed actions will enable staff to develop future projects
to upgrade, build, and repair District school facilities to improve student health, safety and
educational quality within specific categories of need and spending targets. As proposed
projects are developed, they will be submitted to the BOC for their consideration and the Board
of Education for their approval.

Board Options and Consequences:

If the Board of Education does not approve the proposed actions, staff will be unable to move
forward with the next phase of the District's Bond Program. Furthermore, the development and
execution of more than $7 Billion of future projects to improve student health, safety and
educational quality will be delayed.

Policy Implications:

The proposed actions are consistent with the District's long-term goal to address unmet school
facilities needs and significantly improve the conditions of aging and deteriorating school
facilities as described in the District's local bond measures K, R, Y and Q.

Budget Impact:

The allocation of $7,852,970,000 to support the development of projects under the SUP comes
from the following sources of funds, which will be added to the SEPs for FSD, ITD,
Transportation and OIG according to Attachment A:

= $75,000,000 from the program reserve of the current phase of the bond program,
which management anticipates can e eventually be released for new scope.

=  $100,000,000 in interest that has been earned on State bond cash balances that
can be used for capital facilities projects.
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= $677,970,000 of bond proceeds from Measures R and Y.
= $7,000,000,000 of bond proceeds from Measure Q.

The School Upgrade Program spending targets include both direct project costs and indirect
program costs. Direct costs are charged to projects and may include architectural, engineering,
and similar planning/design costs, construction management, insurance, acquisition and
relocation costs, inspection, and other direct costs typically associated with projects. A set aside
will be established for indirect program costs to support the delivery of the program which will
be reduced from each target spending category as determined to be necessary. Indirect program
costs may include a share of costs of the election and Bond issuance, program planning and
analysis, project scoping, bond program staffing for FSD executive staff, facilities contracts,
finance, accounting, controls, technology services, legislative support, legal support, risk
management, supplies and equipment, and other costs ordinarily chargeable to capital accounts
or otherwise permitted by law that are necessary to manage the Bond Program. Lastly, a
customary Program Reserve set aside will be established within each SEP for unforeseen costs.
Amounts from each category of need will be determined and set aside for these costs.

Issues and Analysis:

FSD staff manages the use of all funding sources in the FSD-SEP in a manner that enables all
funding to be utilized and ensures compliance with all applicable laws, regulations and policies.
Pursuant to the provisions of Measure Q, if proceeds of any bonds issued pursuant to Measures,
K, R and/or Y have been expended for any of the projects defined under the provisions of
Measure Q, bond proceeds shall be reallocated to the specific relevant projects to the extent
permitted by law. In addition, Measure Q proceeds may be used when necessary to complete
projects begun with funds from Measure K, R, and/or Y. As such, the combined proposed
spending target for the categories of need executed under the FSD-SEP will be added to the
overall funding sources of the Facilities executed portion of the District's Bond Program to
provide funding flexibility to the maximum extent possible pursuant to each individual local
bond measure and as permissible by law.

Bond Oversight Committee Recommendations:

This item was considered by the School Construction Bond Citizens’ Oversight Committee
(BOC) at its meeting of November 20, 2013. The BOC adopted a resolution by a vote of 11
ayes, recommending that the Board adopt the item with a revision. The proposal has been
updated to reflect the suggested revision. The adopted Resolution is included as an attachment
to this report.

Staft has concluded that the proposed actions will facilitate implementation of District SEPs,
and therefore, it will not adversely affect the District's ability to successfully complete the SEPs.
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SCHOOL CONSTRUCTION BOND CITIZENS’ OVERSIGHT COMMITTEE

Stephen English, Chair Bill Brewington Ron Miller
L.A. City Controller’s Office Thirty-First District PTSA L.A. Co. Federation of Labor AFL-CIO
Pamela Schmidt, Vice-Chair Maria Cabildo John Naimo
Early Education Coalition LAUSD Student Parent L.A. Co. Auditor-Controller’s Office
Quynh Nguyen, Secretary Paul Escala Barry Waite
LAUSD Student Parent CA Charter School Association CA Tax Reform Assn.
Scott Folsom, Executive Committee Garrett Francis Susan Linschoten (Alternate)
Tenth District PTSA Assoc. General Contractors of CA L.A. Co. Auditor-Controller’'s Office
Stuart Magruder, Executive Committee Abigail Marquez Elizabeth Lugo (Alternate)
American Institute of Architects L.A. City Mayor’s Office LAUSD Student Parent
Gary C. Anderson, PhD
Joseph P. Buchman - Legal Counsel Bond Administrator
Burke, Williams & Sorensen, LLP Daniel Hwang
Thomas A. Rubin, CPA Administrative Analyst

Oversight Committee Consultant

RESOLUTION 2013-34
BOARD REPORT NO. 143-13/14
SCHOOL UPGRADE PROGRAM

WHEREAS, On July 31, 2008, the Board of Education adopted a Resolution Ordering an Election
and Establishing Specifications of the Election Order for the purpose of placing Measure Q, a $7
Billion bond measure on the November 4, 2008, election ballot to fund the renovation,
modernization, construction and expansion of school facilities; and

WHEREAS, In conjunction with this action, the Board also adopted, as amended, the "2008 Bond
Package Summary," that identified the target amounts of bond proceeds to be allocated to various
categories of need. In preparing the bond measure, more than $60 Billion of needs were identified
despite the fact that more than $20 Billion had been invested in constructing new schools and
repairing and modernizing existing school facilities; and

WHEREAS, The "2008 Bond Package Summary" has become outdated. Five years have passed
since it was adopted by the Board of Education and Measure Q was approved by the voters. New
information about the condition of the District's facilities is available from the completed planning
and assessment effort and the ongoing Facilities Condition Assessment. The District's instructional
vision and the needs of our schools have also evolved over the course of the past five years; and

WHEREAS, The School Upgrade Program was developed to reflect the intent and objectives of
Measure Q, as well as the current needs of our school facilities and educational goals. The
"School Upgrade Program Spending Targets" is essentially an updated version of the "2008
Bond Package Summary". The spending targets were restructured to enable a more efficient,
comprehensive, and holistic approach to developing and executing capital projects; and

WHEREAS, District staff is proposing that the Board of Education establish the School
Upgrade Program, approve the overarching goals and principals of the School Upgrade Program
(SUP) which will drive the development of future projects to upgrade, build, and repair District

Bond Oversight Committee
333 S. Beaudry Avenue, 23rd FI. Los Angeles, CA 900174(T) 213.241.5183¢(F) 213.241.8354 ¢bboc@laschools.org
www.laschools.org/bond
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school facilities to improve student health, safety and educational quality within specific
categories of need, approve the allocation of $7,852,970,000 from the various sources to support
the development of projects under the SUP, and approve the target amounts that will be
allocated to the Facilities Services Division (FSD) Strategic Execution Plan (SEP), Information
Technology Division (ITD) SEP, Transportation Services Division (TSD) SEP, and the Office
of the Inspector General (OIG); and

WHEREAS, If the Board of Education does not approve the proposed action, staff will be
unable to move forward with the next phase of the District's Bond Program. Furthermore, the
development and execution of more than $7 Billion of future projects to improve student health,
safety and educational quality will be delayed;

NOW, THEREFORE, BE IT RESOLVED THAT:

1- The School Construction Bond Citizens’ Oversight Committee recommends
that the Board of Education adopt the School Upgrade Program and associated
actions proposed by District staff as described herein and in the Board Report
No. 143-13/14, a copy of which is attached hereto in the form it was presented
to the BOC, with the following revision

In the School Upgrade Program Spending Targets attachment to attached
Board Report No. 143-13/14, in the line item for “Upgrade and Equip Schools
with 21* Century Technology — Common Core Technology Project,” the
Proposed Spending Target amount should be reduced from $827, 945,106 to
$327,945,106, and the amount in the Unallocated column for that line item
should be reduced to $227,945,106, and a new line item for “Unallocated”
should be created showing $500,000,000 in the “Unallocated” column..

2- This resolution shall be transmitted to the Los Angeles Unified School District
Board of Education and posted on the Bond Oversight Committee’s website.

3- That a written response as required by the Charter and Memorandum of
Understanding between the Oversight Committee and the Board be provided
to the Oversight Committee within 30 days, reporting either on action taken
or proposed to be taken in response to this resolution and each
recommendation herein.

Bond Oversight Committee
333 S. Beaudry Avenue, 23rd Fl. Los Angeles, CA 900174(T) 213.241.5183¢(F) 213.241.8354 #bboc@laschools.org
www.laschools.org/bond
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ADOPTED on November 20. 2013 by the lollowing vote:

Aves: 1 ABSTAIN: O
NAYS: D ABSENT: 2
e
{,,. ’{ '!1_/,,»- \ I '
Sicphe English Pamela Schmidt
Chair Vice Chair
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