PUBLIC SCHOOL CAPITAL OUTLAY COUNCIL MEETING

MINUTES
DECEMBER 14, 2015
STATE CAPITOL BUILDING, ROOM 317
SANTA FE, NEW MEXICO

Members Present: Mr. David Abbey, LFC Mr. Paul Aguilar, PED

Ms. Rachel Gudgel, LESC Mr. Pat McMurray, CID

Dr. Tom Clifford, DFA Mr. Joe Guillen, NMSBA
Designees: Mr. Gilbert Peralta was absent and had no designee appear on his behalf. Ms.

Heather McDaniel represented the Office of the Governor in the absence of Ms.
Jessica Gonzales. Mr. Jeff Eaton represented the Legislative Council Service in
the absence of Mr. Raul Burciaga and joined the meeting at 9:10.

1. Call to Order—Chair Abbey called the meeting to order at 8:35 AM

a.

Approval of Agenda— Dr. Clifford moved for approval of the agenda as presented.
Ms. Gudgel seconded. Motion carried.

Mr. Abbey called for a moment of silence in memory of Mr. Leonard Haskie. Mr. Abbey, Mr.
Aguilar, Mr. McMurray and Mr. Gorrell all spoke to Mr. Haskie’s dedication to education and
reiterated he would be missed.

Correspondence—Mr. Gorrell referred the Council to three emails behind the correspondence
section in the meeting books designating Ms. Sharon Ball or Mr. Jeff Eaton to serve as designee
for Mr. Raul Burciaga in his absence and Ms. Heather McDaniel to serve as designee for Ms.
Jessica Gonzales in her absence. The third email from Mr. Gilbert Peralta indicated his absence
as well as his designee’s unavailability to attend.

Approvél of Consent Agenda

Council clarified that the consent agenda requires minimal discussion and gives consent to adopt
the motions.

a.

Approval of Minutes (November 5, 2015)
Council approval of the November 5, 2015 PSCOC minutes with technical corrections as

indicated by the Council.

Dr. Clifford moved for Council approval of the November 5, 2015 minutes as listed. Ms.
Gudgel seconded. Motion carried.

2015 QSCB Awards

MOTION: Mr. Aguilar moved for Council approval of the staff recommendation to deny all
2015 Qualified School Construction Bond (QSCB) applications, and request that districts
reapply under the 2016 QSCB application process, which will be released in January 2016. Dr.
Clifford seconded. Motion carried.
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2015-2016 Facility Master Plan Awards - Updated

Discussion: Upon noting one of the charters the Council was making an adjustment for was a
state charter housed in a private facility, Mr. Guillen inquired as to how the award would be
made and kept legal in terms of not spending funds on private facilities. Mr. Gorrell stated
that under a lease purchase once payments were completed it would become a public facility
and was one of the exceptions put in to the statute. Per Ms. Gudgel it qualified under the law
as meeting a public facility but felt it may not change ownership and there may still be an anti-
donation clause that needs to be looked at.

Mr. Octavio Casillas, Director of La Academia de Delores Huerta school stated he was
working with Mr. Leo Valdez to put together an application for USDA money and would enter
in to a contract with the USDA to put the funds towards the building which would be owned
by the school. He reiterated that funds would not go into a private facility, and would instead
go in to a facility that would be owned by the school. Mr. Guillen asked if there was a precedent
for this, to which Mr. Gorrell replied there was not.

Mr. Aguilar asked Mr. Casillas if it would hurt the school to have a one month delay. Mr.
Casillas posed the question to his consultant Mr. Bill Davis who replied it would affect the
timeline for occupancy next year. Mr. Gorrell indicated it would not affect the timeline and
Ms. Martica Casias, stated it was for a facilities master plan/educational specifications and the
dollars could not be used for construction of a facility in any way.

MOTION: Council approval of the staff recommendation to make 2015-2016 Facilities
Master Plan awards to the districts/state charters and up to the amounts specified in the revised
spreadsheet which includes Dulce and La Academia de Delores Huerta. These amounts
represent the state share portion of the estimated cost to develop a new or updated facility
master plan at each of these districts/state charters to the PSFA guidelines and require a
corresponding district match as set forth in the current state/local match formula.

AMENDED MOTION: Mr. Aguilar moved for Council approval of the Facilities Master
Plan as specified and hold the decision on La Academia de Delores Huerta until the next
PSCOC meeting pending a legal opinion. Mr. Guillen seconded. Motion carried.

d. 2016-2017 Preliminary wNMCI Ranking

MOTION: Mr. Guillen moved for Council approval of the staff recommendation to release
the Preliminary wNMCI Rankings, including charter schools that have been reassessed based
on programmatic needs after completing at least one renewal period, for the 2016-2017
standards-based award cycle based on criteria and weightings previously adopted by the
Council. Release of the ranking is subject to necessary technical corrections and Districts are
encouraged to work with PSFA staff to resolve any outstanding technical corrections to the
data with ability to make a formal appeal to the PSCOC by the March 18, 2016 deadline for
pre-applications. Mr. McMurray seconded. Motion carried.
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e. Systems Initiative — Adoption of NAMC Rules
MOTION: Dr. Clifford moved for Council approval of the AMS Subcommittee
recommendation to adopt the amendments to the Application and Grant Assistance Procedures
and Requirements Relating to Preventive Maintenance Plans rule (6.27.3 NMAC), for the
special provision: building systems initiative, subject to further technical revisions by staff.
Since this is a subcommittee recommendation, a second is not required. Motion carried.

f. Recertification of SSTB14SD 0001
MOTION: Dr. Clifford moved for Council approval of the staff recommendation to adopt the
Resolution, Notification, and Certification Amendment for reauthorization of unexpended
SSTB14SD 0001 bond proceeds to PSCOC award projects in the amount of $3,997,454. Mr.
Guillen seconded. Motion carried.

3. PSCOC Financial Plan
Staff presented the executive summary included in the PSCOC notebooks for this item.

Discussion: Ms. Irion presented a couple of financial plan scenarios for Council review. The
first plan is based upon revenue projections received from Board of Finance. In the current
fiscal year when we recognize our revenue we have a decrease of $60 million for the December
2015 sale. The actual bond sale may change in January 2016 when it is actually sold. It was
confirmed with the Board of Finance that these revenues are net of HB236 impact and therefore
are stated within the estimates. Changes were also made to the financial plan for project
reversion estimate. PSFA does not anticipate receiving any project reversions from the school
districts in FY16-FY 18 and therefore removed the estimate of $9 million per year.

PSFA has included in the financial plan systems initiative for FY17-FY20 and adjusted the
standards-based award scenarios to maintain a $100 million per year award cycle. Also
adjusted was the contingency reserve from $10 million to $5 million from FY17-FY20. Based
upon adjustments, and prior to any project delays, PSFA projects a shortfall of $49.1 million
at the end of FY 16, $49.1 million at the end of FY17, $21.9 million at the end of FY18 and
positive balances of $7.4 million at the end of FY 19 and $52.7 million at the end of FY20.

Ms. Irion went on to present a funding scenario to address the revenue shortfall and bring the
financial plan solvent. From FY16-FY20 PSFA would be able to bring the financial plan
solvent by moving projects out no more than two quarters, splitting project funding and
including the system initiative at $15 million per year. Ms. Irion reviewed the project moves
with the Council.

Dr. Clifford thanked Ms. Irion for her hard work, and asked about the districts which noted
issues with arbitrage. He asked if the districts are aware of the schedule for the awards, and if
the districts are selling their bonds prematurely. Mr. Volpato responded that Mountainair had
sold their bonds before they were delayed the first time, and timed the sale with the scheduled
opening of the school at that time. In the case of Espanola, this is the final project of the larger
bond issue, and the bonds were sold before they applied for the award. Dr. Clifford asked if
HBS55 projects would have to be reauthorized by the legislature to which Ms. Irion replied in
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the affirmative. Dr. Clifford requested that PSFA staff work with his department and Mr.
Abbey’s department to assist with those reauthorizations.

Mr. Guillen thanked Ms. Irion for the work put in to moving projects around for the sake of
the budget.

Mr. Abbey expressed concern over Deming and its ranking. Mr. Volpato stated PSFA has been
working with the district and design professional to try and keep the project moving forward
by breaking it into phases. This poses a challenge as they are preparing to go out and bid at the
beginning of the year. Upon first glance, the district and design professional looked at needing
$44 million in order not to impact this from their schedule. If it is phased, the district has shown
they are not interested in opening mid-year which would potentially delay the facility from
being opened at least six months. In order to meet their schedule, they need to go out for an
RFP at the end of December and proceed with funding in January. Mr. Abbey inquired about
the emergency reserves contingency plan to which Mr. Gorrell stated those would be
emergency requests that would come before the Council unexpectedly. Mr. Abbey also
inquired about the project closeouts. Ms. Irion replied they were old projects in which PSFA
would potentially have to pay the district back noting that practice in past years was that the
districts paid for services/items up front and PSFA would reimburse the district for the state
share of those expenses. Mr. Abbey suggested moving the closeout funds to the next fiscal
year (FY17).

Ms. Irion stated another concern is with the certification that is due to the Board of Finance.
The certification has been prepared based upon the funding scenario.

Mr. Guillen clarified that no action was taken on the financial plan and with the exception of
Deming everything else was acceptable to the Council.

Superintendent Hendrix from Mountainair stated a portion of their bonds were sold at the
beginning of the project with the expectation they would be following the original plan
(schedule). Community members are now asking about the delay and Mr. Gorrell has written
a letter informing them of the funding issue. Mr. Guillen noted Mountainair passed their first
bond issue in quite some time. Mr. Hendrix stated that according to one of the conditions of
the waiver request they had to be fully bonded. Mr. Volpato noted the district and design
professionals worked hard to stay within budget and made tough decisions on above adequacy
items. In order to make this project happen, all of their money was put into the project in order
to ask for the waiver.

4. Out-of-Cycle Funding/Additional Funding/Emergency Funding/Award Language Requests
a. Central — P14-006 — Newcomb HS — Reversion of Award Funding
Staff presented the executive summary included in the PSCOC notebooks for this item.

Discussion: Mr. Eric James, Director of Operations, participated via teleconference. Mr. James
thanked the Council for their support and stated the district would have to decline the award
due to their bonding capacity.
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Mr. Aguilar asked if Newcomb HS was losing students to Gallup in the boundary dispute to
which Mr. James replied based on research and studies they were not currently losing students.

Mr. Volpato noted that as indicated in the executive summary, maintenance was a problem at
Central. Mr. Gorrell pointed out that PSFA is trying to develop a policy for projects that
continue to be pushed out so they may come back within two cycles, however, if they don’t
come back within two cycles the award would rescind and they would be required to reapply.

MOTION: Mr. Guillen moved for Council approval of the staff recommendation to revert all
unexpended award funding, including out-year estimates in the financial plan, for the 2013-
2014 standards based award to the Central Consolidated Schools for Newcomb HS. The district
may reapply to the PSCOC within the next 2 application cycles to reinstate this award; if no
application is received during this period, the award shall be rescinded and the school will be
re-ranked based upon its condition at that time. Dr. Clifford seconded. Motion carried.

. Cloudcroft — E15-002 — Emergency Award Status Update
Staff presented the executive summary included in the PSCOC notebooks for this item.

Discussion: Mr. Travis Dempsey, Superintendent, Cloudcroft Municipal Schools, Bill
Denney, Board President; Gerold Green, Board Vice President; Lance Wright, Secretary and
Jeremy Sanchez, PSFA Regional Manager were in attendance. For the benefit of the new
Council members, Mr. Dempsey provided a brief history on the Cloudcroft High School
emergency. On June 11, 2014, a sandstone wall fell which posed the question on whether the
wall was constructed according to building codes. On June 27, 2014, New Mexico CID issued
a code violation determination confirming that the general contractor did not construct the
sandstone walls according to code. In December 2014 Cloudcroft Municipal Schools requested
from the Council an award to address the issue. As a condition of their award, the PSCOC
required Cloudcroft to file against the contractor surety to which the district received a
$500,000 settlement. The general contractor did not have additional umbrella insurance on the
project therefore $500,000 was the maximum the district could get. Cloudcroft has been unable
to confirm the CMU fagade was constructed to code and the worst case scenario is the entire
exterior envelope of the building would need to be demolished and reconstructed. Mr.
Dempsey stated estimated completion date is November 2016. Mr. Aguilar noted it was
premature to look at demolishing the entire envelope if it wasn’t confirmed the CMU structure
was sound or not.

Mr. Guillen complimented Mr. Dempsey on pursuing the settlement and for bringing three
board members as the Council doesn’t usually get many board members in attendance. Mr.
Guillen asked if the entire section was replaced if the project would fall within the budget to
which Mr. Dempsey replied in the affirmative.

Dr. Clifford asked if the original award should be reduced by the amount of funds recovered
and Mr. Gorrell replied in the affirmative, stating it would be a repayment on the advance. Per
Dr. Clifford the three year maintenance history was very poor and noted the district has shown
a lack of focus for effective maintenance on all categories. Mr. Dempsey stated they have been
working with PSFA and have had some organizational changes to address staffing needs. Also,
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preventative maintenance is being taken care of however it is documenting that needs
improvement. Mr. Huchton noted that the FIMS use is very poor and asked that Mr. Dempsey
get in touch with him so they could work to resolve the issue.

¢. Magdalena — E13-004 — Emergency Award — Rescind Award
Staff presented the executive summary included in the PSCOC notebooks for this item.

Discussion: Mr. Volpato stated the school does not intend to pursue the emergency project
further and that they will repay funds expended up to this point. This is slated to be presented
at their board meeting and will look to pursue repayment to the Council. Dr. Clifford expressed
concern on the poor maintenance performance and suggested the need for more accountability.
Mr. Aguilar asked that the PSFA look at their financial status, as the district may not have the
capacity to repay the expended funds. Mr. Guillen agreed that the district should be made
aware of the amount and their budget should be reviewed.

MOTION: Dr. Clifford moved for Council approval of the staff recommendation to rescind
the 2012-2013 emergency advance to the Magdalena Municipal Schools for an
emergency/temporary solution for their well/water issues. The district is required to make
repayment of any expended funds and the remaining unexpended funds shall revert. Mr.
McMurray seconded. Motion carried.

5. Other Business
a. Ben Lujan Maintenance Achievement Awards
Staff presented the executive summary included in the PSCOC notebooks for this item.

Discussion: Mr. Huchton provided an overview of the Ben Lujan Maintenance Achievement
Awards that were given for highest achievers, most improved and individual/team award
categories as noted in the executive summary.

Mr. Huchton stated that there were various obstacles the districts were facing; specifically lack
of training programs and lack of maintenance cost codes for tracking of expenditures.
Currently PSFA is working with POMS & Associates, Cooperative Educational Services and
the New Mexico Association of School Business Officials to develop a continuous training
program to establish a knowledgeable foundation for district maintenance personnel so they
may be better equipped to handle day-to-day maintenance activities and keep up with
technology advances that are happening continuously.

Mr. Huchton stated Mr. McMurray and his bureau chiefs have been working with PSFA to
develop a resolution which would enable district maintenance workers to perform maintenance
activities. PSFA is also working with PED to come up with the maintenance cost codes by
reformatting them to help identify and extrapolate maintenance spending trends, strengths, and
weaknesses.

Mr. Huchton thanked Dr. Clifford for being the keynote speaker at this year’s conference
stating it was a great speech and he appreciated having the backing of Dr. Clifford for
maintenance effectiveness.
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b. FY15 Annual Report
Staff presented the executive summary included in the PSCOC notebooks for this item.

Discussion: Ms. McEuen and Ms. Metzgar noted that due to a miscommunication in the office
the annual report had already been printed however it had not yet been distributed and noted a
reprint could be done for a nominal fee 0f $2,400. Ms. McEuen asked that all edits be submitted
to Ms. Metzgar by close of business Friday, December 18"

Mr. Abbey reiterated that Council members have until Friday, December 18" to submit
changes.

There was no motion for approval.
c¢. FY16 PSFA Budget Projection and Personnel Update

Discussion: Mr. Aguilar stated he was not sure this item required Council approval and
deferred it back to the PSFA Director as a staff issue. Mr. Gorrell stated PSFA has always
brought their financial budget to the Council for review and approval and as this position was
not originally included when the FY 17 budget was brought forth PSFA is making the Council
aware and will proceed if acceptable. Mr. Gorrell requested a correction to the potential
motion; changing the wording from “will require” to “may require.”

MOTION: Staff recommendation to reclassify the Director of Business Operations position,
which was previously held vacant for savings, to a Financial Specialist to meet increased
demands in our Finance Group, and fill the position using available balances in FY16. This
approval will require a Budget Adjustment Request (BAR) to PSFA’s operating budget in
FY 17 to maintain the position; the PSFA will request the BAR at a future PSCOC meeting.

REVISED MOTION: Mr. Guillen moved for Council approval of the staff recommendation
to reclassify the Director of Business Operations position, which was previously held vacant
for savings, to a Financial Specialist to meet increased demands in our Finance Group, and
fill the position using available balances in FY16. This approval may require a Budget
Adjustment Request (BAR) to PSFA’s operating budget in FY 17 to maintain the position; the
PSFA will request the BAR at a future PSCOC meeting. Dr. Clifford seconded. Motion
carried.

6. Informational Items
a. Broadband Deficiencies Correction Program Status Report
Staff presented the executive summary included in the PSCOC notebooks for this item.

Ms. Karp provided the update to the Council stating the Broadband Workgroup has developed,
advertised and held pre-proposal conferences for two comprehensive RFP’s; one for E-rate
Category 2 equipment and services for bulk purchasing and the second for an E-rate Consultant
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experienced in developing large, state-wide consortiums. Once agreements are in place, schools
will be able to develop equipment upgrade projects using an online portal managed by PED.

The Broadband Workgroup is working diligently to finalize the fiber construction RFP
documentation with all schools that expressed a desire to move forward with fiber projects.
PED is handling the E-rate application, the DolT team is helping the districts define the
necessary circuits and PSFA is working to coordinate the procurement documentation schedule.

It is not expected that the state funding commitment share for fiber construction will change,
however current estimates are highly dependent on information that will come from the RFP’s.

The Broadband Workgroup plans to bring fiber construction projects to the PSCOC for approval
starting in March.

With assistance from Dol T, the Broadband Workgroup plans to begin exploring the possibility
of implementing an aggregation pilot to lower internet costs for public schools by leveraging
bulk purchasing for internet access. This may prove to be very important as approximately 60%
of the schools have expiring contracts for internet access.

During their last steering committee meeting, the workgroup agreed upon PSFA assisting PED
with the broadband software system development project that will protect the state’s investment
in the school broadband and network data collection. The PSFA recently hosted a booth for the
Broadband Workgroup at the New Mexico School Board Association’s Annual State
Convention which gave the group the opportunity to reach out to Superintendents and board
members and answer questions regarding the broadband program.

Ms. Karp thanked Mr. Guillen for his assistance with the event and noted PED helped
communicate E-rate opportunities to districts, Dol T assisted by answering technical questions
and the Education Superhighway also offered to answer questions regarding fiber projects.

Ms. Karp also thanked Mr. Aguilar for supporting his staff’s recommendation to bring experts
in from out of state to help educate the workgroup on lessons learned from similar broadband
initiatives.

PSCOC Project Status Report
Staff presented the executive summary included in the PSCOC notebooks for this item.

This is an informational item.

Master Plan Project Status Report
Staff presented the executive summary included in the PSCOC notebooks for this item.
This is an informational item.

Lease Assistance Status Report
Staff presented the executive summary included in the PSCOC notebooks for this item.
This is an informational item.
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e. Maintenance Program Status Report
Staff presented the executive summary included in the PSCOC notebooks for this item.

This is an informational item.

f. 2016-2017 Proposed Work Plan/Timeline
Ms. Cano drew the Council’s attention to the next scheduled meeting on Thursday, January
14, prior to the commencement of the 30 day legislative session on January 19'". Mr. Abbey
noted that the Awards Subcommittee should be held in January and PSFA should work with
the members to schedule.

Mr. Abbey also requested that on January 14" the PSCOC meeting begin at 8:00. Audit to be
brought to full Council at the next meeting.

Public Comment

Mr. Aguilar stated he had received and forwarded an email to Council members from the PED
general counsel’s office stating Zuni has filed an amended complaint in the Capital Outlay case.
Once the amended complaints from Gallup and Grants are submitted, the Public Education
Department Secretary Skandera will be removed as a defendant and the PSCOC will be added as
defendants in those cases, which are being handled by the Attorney General’s office. Dr. Clifford
stated that PSFA should have legal counsel to which Mr. Gorrell replied that in lieu of hiring
additional staff, he would investigate additional AG representation for the PSCOC and potentially
put out an RFP for legal services.

Adjourn
There being no further business to come before the Council, Mr. Aguilar moved to adjourn the
igg. Ms. Gudgel seconded. Motion carried. Meeting adjourned at 11:04 AM.
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