PUBLIC SCHOOL CAPITAL OUTLAY COUNCIL
MINUTES
MAY 5, 2011
STATE CAPITOL BUILDING, ROOM 317
SANTA FE, NEW MEXICO

Members Present: Mr. David Abbey, LFC Mr. Richard May, DFA
Mr. Joe Guillen, NMSBA  Mr. Gene Gant, PEC
Mr. Raul Burciaga, LCS Ms. Frances Maestas, LESC

Mr. Paul Aguilar, PED Mr. Richard Tavelli, CID
Designees: Mr. Paul Aguilar for Ms. Hanna Skandera, Public Education Department
Absent: Mr. Keith Gardner, Office of the Governor
1. Call to Order — 9:00 AM Mr. David Abbey, Chair

a. Adoption of Agenda
Mr. Robert Gorrell, PSFA director, called roll and presented the agenda to the Council,
noting that the PSCOC reserves the right to change the order of the agenda as deemed
necessary.

MOTION: Mr. Raul Burciaga moved for approval of the agenda as preéented. Mr.
Joe Guillen seconded and the motion carried.

b. Correspondence
There was no correspondence.

2. Adoption of Minutes (April 14, 2011)
MOTION: Upon review by the Council, Mr. Guillen moved for approval of the April 14,
2011 PSCOC minutes subject to technical corrections. Mr. Burciaga seconded and the
motion carried.

3. Financial Plan
Mr. Jeff Eaton, PSFA Chief Financial Officer, presented the PSFA/PSCOC financial plan
to the Council, highlighting actions taken by the Council at their last meeting regarding the
projects and adjustments listed below:

-- Eunice—Mettie Jordan (Phase 2 Award)
Award to amend the previous 2009-2010 award to Eunice Public Schools for Mettie
Jordan Elementary School, to include out-of-cycle construction funding for
replacement of the school to adequacy for a core capacity of 400 with classrooms for
300 students, serving grades K-5, with an increase in the net state share amount of
$1,728,968 (10%), contingent upon an additional local share of $15,660,711 (90%)
including adjustment for direct appropriation offset carry-forward. The award was for
$1,728,968. No adjustment to FY-11 Supplemental Reserve, certified $1,115,000 on
November 6, 2009. Funding needs on next resolution will be adjusted accordingly.
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-- Jemez Valley-San Diego Riverside Charter School Deficiencies Correction
To increase the award to Jemez Valley Public Schools for deficiencies corrections at
San Diego Riverside Charter School by $158,961, in order to make structural repairs to
the roof. This award completes all deficiencies at this school, and all future awards
shall be through the standards-based capital outlay process. Award adjustment amount
is $158,961 and the funding needs on next resolution will be adjusted accordingly.

-~ New Mexico School for the Deaf Deficiencies Correction
The award is to increase the award to New Mexico School for the Deaf to correct the
current PSFA-validated deficiencies by $1,796,466, including additional roof
deficiencies at the Santa Fe campus. The award adjustment amount is $1,796,466.
Funding needs on next resolution will be adjusted accordingly.

Mr. Eaton briefed the Council on estimated cost over-runs, sources and uses of funds, and
presented a FY'11 detailed summary of various projects and estimated funding needs,
along with the remaining portions of the financial plan.

Mr. Eaton noted that based on the current outlook for supplemental tax bond sales and
revenues, PSCOC/PSFA may experience delays in funding for the state portion of funds
for projects near the end of FY-12 and on into FY-13. Any such delays would be due to
the timing of projects and their funding needs in comparison to the sale of the bonds which
are sold twice per year.

At the request of Mr. Gorrell, Mr. Eaton presented a memo to the Council that indicates
the following:

The latest projection of PSCOC funding and PSCOC projects scheduled readiness
indicates that there may be potential project delays. PSCOC funding may not coincide
with estimated commitment needs when projects become ready for construction.
Numerous projects may be subject to delayed state financial participation due to the timing
of the sale and budgeting of severance tax bond note proceeds. This is based upon the
most current needs assessment, and the latest revenue estimate from the State Board of
Finance.

The projects listed may possibly be delayed by up to one year due to insufficient budget on
the part of the PSCOC at the time the project becomes ready for construction.

NOTE: PSFA current practice is to encumber project funding needs on a “first come first
serve” basis. Project schedules invariably change and vary according to future (projects &
funding) circumstances.



The estimated job impacts listed below for school construction projects projected forward
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are indicative of only the state share portion of funds over the life of the project.

Project State Funding | 9.5 direct | 4.75 indirect 14.25 Total
jobs/$1M jobs/$1M “induced”/$ Jobs
1M
Gadsden HS Ph. 3 $35,040,346 333 166 499 999
Yucca ES (Alamogordo) $6,485,063 62 31 92 185
Bernalillo HS $21,150,000 201 100 301 603
Juan de Onate ES (Gallup) $8,472,155 80 40 121 241
Thoreau ES (Gallup) $9,497,986 90 45 135 271
Las Cruces HS (Ph2) $10,679,600 101 51 152 304
Ramah ES O(Gallup) $8,415,000 80 40 120 240
Rita Marquez ES/Anton $5,580,000 53 27 80 159
Chico MS (Santa Rosa)
Truth or Consequences ES $3,762,000 36 18 54 107
WLV Family Partnership $2,390,580 23 11 34 68
MHS (Las Vegas)
$111,472,730 1,059 529 1,588 3,177

Mr. Eaton clarified that these projects are not signaled out, as there are numerous projects
in the applicant pool and some of the projects were already awarded. He noted that the
financial plan does not necessarily indicate a cash flow projection and stated that when the
funds become available and are uncommitted to a project, then the projects would be
committed to a contract. Mr. Gorrell explained that there is a need to phase some projects
but there are times that a project cannot be phased. Mr. Eaton added that it is beneficial to
districts, if they have their bonding capacity, to front the state share, and proceed with the
project without delay. When state funding becomes available the state can either reimburse
the district or provide a credit for the district’s participation in the project.

Mr. May stated that there is continued discussions between the legislative and executive
branches regarding future funding opportunities for the $69 million shortfall, but there are
decisions that need to be made and further discussion is needed regarding the funds.
Council thanked Mr. Eaton for his efforts and complimented him on the format and
information contained in the financial plan.

2011-2012 Standards-Based Application Process (Informational Item)

a. 2011-2012 Standards-Based Pre-Applications Received
Mr. Berry, PSFA Deputy Director, referred the Council to the update of Standards-
Based pre applications received, which are included in the meeting notebooks. He
noted that the projects were segregated and the list includes those that were given
permission to proceed with the full application. Applicants that were outside of the
applicant pool were included in lower section of the spreadsheet. Mr. Berry informed
the Council that the approved applicants will submit their full application by May 6,
2011. PSFA will work with the districts to assure completion. Site visits will be
conducted before the districts present their project requests to the full Council. He
noted that there are 14 districts with 20 applicant schools while the potential state share
after offsets is approximately $9.4 million for planning and design, and that the out-of-
cycle construction needs total approximately $90.9 million. The decision on the
offsets is still pending with the subcommittees to determine whether or not credit will
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be given to districts that had direct appropriations voided by the Legislature due to
general fund solvency issues. Mr. Berry highlighted three projects (Central Schools,
Nataani Nes Elementary School; and West Las Vegas Family Partnership and Union
Elementary School) that the Council took action on at their last meeting and the PSFA
will work with the highlighted districts to submit revised applications.

In regard to the Las Cruces Schools Mesilla Valley Training School, Mr. Berry noted
that currently the students are counted at other schools in the district and has applied as
an alternative school under which students would be counted at this facility.

In regard to the Belen School District, Mr. Berry noted that the rank has been revised,
subject to the district’s appeal. Belen leased a facility that was assessed and ranked at
#583. Their appeal was based on the existing facility that they had to move out of due
to safety concerns. If the school were to be evaluated based on their permanent,
vacated facility, the school would rank #22.

Council noted that the funding formula defines alternative programs as programs that
may become schools.

Ms. Maestas noted that the district applied to PED to become a school therefore, the
students are counted in the middle school. If this is approved as a school they may be
eligible for school sites.

Mr. Paul Aguilar, PED, noted that there was an exception made about 2 years ago for
an alternative school in the Las Vegas School District that was funded erroneously and
currently there is an on-going discussion on whether or not it the funding should
continue. He stated that if there are no provisions for an alternative school, they are
classified either as an alternative program or as a regular high school or middle school.
If it is classified as a regular high school, they must be included in the boundary
calculations and all provisions must be in place. The programs offered must align
themselves with the standards and requirements in terms of courses offered. He voiced
caution regarding moving forward because there are no provisions to classify them as a
school, but rather an alternative program. Mr. Aguilar noted that in regard to the Las
Vegas District, it was determined that the school would be funded for only one year,
and the following year PED corrected the error but it is not in the provision of the
funding formula for adjustments in the alternative programs.

Mr. Abbey directed PSFA to work with PED, LESC and LCS to create a memorandum
analyzing the eligibility issues for alternative programs that are not schools.

In regard to Rio Rancho, Ms. Maestas noted that at the last meeting, Lincoln
Elementary was ranked at #8 and there was concern regarding why the district did not
apply for funding for this school. Also, the district was awarded funding for Colinas
del Norte Elementary School, and there was also concern why the district has not
completed this project.

Mr. Gorrell noted that these two schools caused the need to have other schools built
and they remained on the list because these schools are where students originated and
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went to new schools. He noted that the schools remain on the list to give the district an
opportunity to bring them to adequacy. However, there were issues on both schools
regarding capacity.

Mr. Al Sena represented the Rio Rancho School District stating that there are a number
of reasons why the district did not apply for funding for Lincoln Elementary School.
He stated that in regard to Colinas del Norte and Vista Grande Elementary School
projects, which were previously funded for new schools to bring to adequacy, the
projects are ready to construct and the district has its state match. Mr. Sena stated that
the scope of work at the middle school is not currently available in terms of the local
match, so the district did not apply for funding for this project. The district has the
funding for design for the middle school project that would affect the Lincoln Middle
School. Mr. Sena informed the Council that the district is planning a bond election in
February 2012 and although some funding has been set aside for the projects, it is not
enough for construction.

. 2011-2012 Standards-Based Roof Projects—Contingent Awards

Mr. Berry referred Council to the 2011-2012 Standards-Based Roof Projects, available
in the meeting notebooks. He reminded the Council that at a previous meeting, they
gave contingent approval to a number of applications within the $10 million allowance
for the fiscal year to move forward with the design phase.. There are a few districts
that are re-applications from the last award process due to not being prioritized high
enough to be funded or were only partially funded. At the last meeting, Council
directed the staff to bring back the actual dollar amounts to be allocated. There are
applications for 9 projects in 6 districts with a state match of $2,007,801.

Mr. Gorrell noted that a number of contractors have been hired to rank the remaining
projects with guidelines and templates, so information is accurate. The contractors go
to the districts and assess needs and then submit reports to the staff.

Mr. Berry indicated that staff will complete the assessments for all schools as they are
still required to have roof assessments to evaluate real need. Since all applications
received fit within the $10 million available funding, all roof projects fall within the
funding available. Mr. Berry noted that in the past there have been more applicants
than dollars available and districts were asked to break down the projects by priority in
case of insufficient funding.

Considering discussion regarding potential shortfalls that may delay projects, Mr. May
asked if there would be was a possibility that the funding may go to lower than $8
million to fund other projects. He asked if projects could be “swapped” due to delays.

Mr. Gorrell explained that the law states that the Council can allow up to $10 million
per year with $30 million over a three-year period. Mr. Gorrell noted that the roofs
have been carved out separately from the overall facilities needs of schools, and it is
his estimate that there are $78 million of roof deficiencies.

Ms. Maestas asked if the Council has authority to swap funds for roofs for other
standard-based projects.
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Mr. Abbey clarified that it is not a swap but instead using monies available for other
standard-based projects.

Mr. Gorrell stated that if these roofs are not repaired there could be additional
problems in the future to facilities condition overall that may be serious and unsafe for
students.

MOTION: Mr. May moved for Council approval to make contingent standards-based
roof awards to the highlighted districts set out in the spreadsheet in the meeting
notebook for the purposes and in the amounts specified. These specific projects were
re-applications for roof projects which were either not funded or only partially funded
in the 2010-2011 Special Standards-Based Roof allocation cycle due to funding
limitations. The awarded funds are effective July 1, 2011, with districts eligible to be
reimbursed or given credit toward the state share of district expenditures toward the
project prior to the effective date. Each allocation is intended to fully complete the
project, phase, or specified purpose, but may require future allocations from the
PSCOC to fully complete to the NM Statewide Adequacy Standards, which shall be in
accordance with the PSCOC awards process. Prior to design, districts must provide
evidence of claims against roofing warranty or demonstrate evidence that original roof
warranty has expired or contract did not require warranty; as well as, notification to
NM Construction Industries Division with evidence that contractor has been contacted
to repair roof but has been non-responsive. PSFA shall administer these projects to
ensure their completion within one year of the effective date. The PSFA director has
authority to cancel projects that are not expected to be complete by June 30, 2012,
subject to PSCOC approval of project extension upon appeal. The remaining new
standards-based roof applications shall proceed in accordance with previously adopted
criteria with tentative awards at the July 28, 2011 PSCOC meeting. Mr. Guillen
seconded. There being no objection the motion carried.

c. Site Visit (May 16, 2011 - June 1, 2011)
Although final dates have not been determined, it is the intent of PSFA to conduct site
visits from May 16 — June 1, 2011. Mr. Abbey recommended that Council members
attempt to attend at least one district site visit. Mr. Abbey directed staff to send
Council the dates for district site visits.

d. District Presentation Meetings/Tentatively Scheduled for June 23-24, 2011
To be organized between the Albuquerque School District and the PSFA staff to meet
on June 23-24,

Director’s Report

a. Projects Status Report
Mr. Gorrell presented this item to the Council, noting that the Project Status Report
was not reviewed by the Administration, Maintenance & Standards (AMS)
Subcommittee or PSCOC members prior to this meeting. He highlighted the various
projects in the report along with the projects that are moving forward and projects that
are behind schedule. This report is informational only.
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b. Lease Payment Assistance Report
Mr. Gorrell presented the Lease Payment Report to the Council, noting that the report
was not reviewed by the AMS Subcommittee or PSCOC members prior to this
meeting. He highlighted various portions of the report. This report is informational
only.

c. Director’s Initiatives
This report was created at Mr. Abbey’s request to inform PSCOC members of major
initiatives and deliverables of the PSFA. The report indicates outcomes that the PSFA
is expecting over the next 12-18 months.

In regard to Item 12 (NM Infrastructure Finance Conference), Mr. May voiced
appreciation that the PSFA is participating in the conference.

Mr. May informed the Council that he and Mr. Abbey attended a meeting with the

State Auditor and State Representative Elias Barela regarding completed audits by ‘
public entities. He asked if there is a requirement that school districts provide audits in
a timely basis before coming before the Council financial assistance.

Mr. Gorrell stated that Council is given broad authority to ensure that public funds are
spent and accounted for appropriately and the requirement is in the PSCOC rules.

Mr. May asked PSFA to look at HB 411 (State Agency Submission of Timely Audits)

regarding getting public entities to complete third party audits in a timely manner with
a set of tools specified in the bill to assure that the statute is correct and schools are not
dramatically affected by the bill.

Council complimented Mr. Gorrell on his report and directed PSFA to (1) take its
initiatives and deliverables report to the AMS Subcommittee quarterly, and organize it
into strategic goals/objectives and internal tasks; and (2) the AMS Subcommittee to
come up with a broad-scope internal audit process for school projects to strengthen
accountability. '

d. Proposed 2011-2012 Workplan/Timeline
The workplan/timeline was made available to Council in the meeting notebooks. This
item is for informational purposes.

6. Other Business
a. Election of Vice-Chair/Subcommittee Assignments
Mr. Burciaga nominated Mr. Keith Gardner to serve as the PSCOC Vice-Chair. Mr.
Richard May seconded and the motion carried.

Mr. Burciaga is appointed to serve as Chair to the Administration, Maintenance &
Standards Subcommittee. Mr, Rick Tavelli will serve as a member of the
Administration, Maintenance & Standards Subcommittee. Mr. Gardener will not serve
on a subcommittee but will serve as a designee in the event that a quorum is needed.
Mr. Guillen was reconfirmed as Chair of Awards Subcommittee.
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b. Next PSCOC Meeting—Proposed for June 23-24, 2011
After discussion the Council unanimously agreed to hold its next PSCOC on June 23-
24,2011 at the Albuquerque School District. Although the location has not yet been
determined, it is the preference of the Council to meet at one of the two new high
schools. PSFA will work out the details with the district for the June PSCOC meeting.

Public Comments
There were no public comments.

furthgr business, the meeting adjourned at 10:25 AM.
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