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Project Status

QZAB |
o All 6 projects Complete

QZAB I

Planning O Planning
$883,273 O Design
O Contracts
Contracts [0 Construction
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QZAB Round 3

FY 2005-2006 and FY 2006-2007

o California Department of Education (CDE) ratified
submission of 17 Career Path proposals in the amount
of $25M

o Changes in the Tax Relief and Health Care Act of
2006 changed the bond repayment strategy
essentially canceling the primary incentive toward
participating in the QZAB program

o The District will not be issuing QZAB bonds
associated with the CDE 2007 authorization



Career Path Academy Projects

CAREER PATH ACADEMY

School

Academy

Local District

Birmingham SH

Performing and Visual Academy

2 Birmingham SH Technology and Business Academy 1
3 Canoga Park SH Building Assets Through Integrated Technology 1
4 Taft SH Media & Applied Technology Academy 1
5 Robert Fulton College Prep Public Services Academy 2
6 North Hollywood SH Home Engineering Academy 2
7 Polytechnic SH Sports Program & Recreation Training Academy 2
8 Polytechnic SH Hospitality, Agricultural & Business Academy 2
9 San Fernando SH Health Careers Academy 2
10 Sylmar SH Business Enterprise & Entrepreneurship Academy 2
11 Verdugo Hills SH Entertainment Technology Academy 2
12 Roosevelt SH New Media & Technology Academy 5
13 Huntington Park SH Technology & Design Preparation Academy 6
14 Fremont SH Pathways Filmmaking Academy 7
15 Manual Arts SH New Media Academy 7
16 Manual Arts SH Science & Technology Academy 7
17 Washington Prep SH New Media Academy 8




Funding Strategy

OLD STRATEGY

State Modernization Funds Interest Earned from
QZAB Funds = 100%
. 60% of QZAB Debt Repayment | 40% of QZAB Debt Repayment

State Modernization Funds ....... CommunltyRedevelopment """"""" 0
+ Agency Funds . — 1 OO /0
58% of Program Budget 42% of Program Budget




Community Redevelopment Agency
Funds

Requirement: 42% of $25M = $10.5M

Community Redevelopment Agency (CRA)
funds:

o Set aside for school district use under section
33607.5 of the Public Health and Safety Code

o The CRA is not required to specifically approve
the projects

o The Board of Education must approve use of
funds



Community Redevelopment Agency Zone
Overlay

Legend

' Community Redevelopment Areas
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Community Redevelopment Agency Zone
— San Fernando Valley

Panorama '/’
City (CDT7)
"’

7
’
2 A Reseda / : : y
¥ : ¢ ¢ . g Flanc/s /
ol B { Winnetka - — ! { Poly!echnur o
% A el “
A A =
é”;ﬁx Carg:aga . _’i 5;',’,2—"? e g
a3 7 e .
"C'{ - 1 High : Pr'é‘g ’ !
) Birmingham  \ |~ | il
=" [=High L Laurel

12




LOS ANGELES UNIFIED SCHOOL DISTRICT

\ED
G ae,

s %
3 3
$ ()
F A ]

ba | ’ i
) &
»
% or eove®

Board of Education Report

Report Number:
Date:
Subject:

Responsible Staff:

Name
Office/Division
Telephone No.

127-08/09
November 25, 2008

Assignment of Community Redevelopment Agency (CRA) Funds to
Qualified Zone Academy Bond (QZAB) Board Approved Projects

Joseph A. Mehula, Chief Facilities Executive
Facilities Services Division
(213) 241-4811

A. EXECUTIVE SUMMARY

Action Proposed:

Staff
Recommendation and
Rationale:

Background:

Staff proposes that the Board of Education approve the assignment of
$10.5 million of Community Redevelopment Agency (CRA) funds,
currently under LAUSD control, to eliminate a funding shortfall for 17
board approved projects formerly identified as Qualified Zone Academy
Bond (QZAB) projects. See Attachment A for the list of projects.

It is recommended that the Board of Education approve the assignment
of CRA funds to complete the funding requirements for 17 projects, as a
viable alternative to issuing QZAB bonds.

Between 1997 and 2005 LAUSD has previously issued bonds under the
QZAB program to finance high school Career Academy modernization
projects.  This program is authorized by the U.S. Congress and
administered by individual states.

The bonds serve as tax credit instruments for those institutions which
purchase the bonds from LAUSD. For fiscal years 2005-2006 and
2006-2007, the Board of Education (BOE) ratified the submission of 17
Career Path proposals in the amount of $25 million in total.

LAUSD was subsequently authorized by the California Department of
Education to issue bonds in the amount of $25 million.

In the previous QZAB authorization for combined fiscal years 2003-
2004 and 2004-2005 LAUSD had taken on a $10 million debt via sale of
QZAB bonds to execute nine career path renovation projects under
guidelines established by a Steering Committee and approved by the
BOE. First, the Facilities Services Division (FSD) had planned for a

Bd. of Ed Rpt No. 127-08/09 Page 1 of 7 Board of Education
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LOS ANGELES UNIFIED SCHOOL DISTRICT

Board of Education Report

portion of the modernization eligibility for each approved QZAB school
in this authorization to be reserved for future state match funding. This
funding would repay approximately 60% of the overall project debt for
that school. This left an approximate 40% shortfall for complete
repayment of the bond debt.

Second, proceeds from the QZAB bond sales were initially invested,
and withdrawn as needed to finance each stage of program execution.
Interest earned on the invested funds over the repayment term of the
program debt could be applied toward the 40% shortfall in project
funding. In this way, the net debt to the District could be minimized
while career academies were being brought up to current education
facility standards.

The BOE approved the most recent proposals for the QZAB
authorization for fiscal years 2005-2006 and 2006-2007 under the same
debt repayment scenario. However, changes to interpretation of the
Tax Relief and Health Care Act of 2006 limit the ability to leverage
funds to earn and apply interest earned to repay the debt. These IRS
rulings essentially cancelled out a primary incentive toward
participating in the QZAB program.

Further adding to the difficulty in participating in the program, the
QZAB regulations stipulate that QZAB bonds must be sold within six
months of State approval of the submitted proposals. In addition, within
six months of sale of the bonds, 100% complete design documents for
the project renovations, approved by the Division of the State Architect
(DSA), must be received by the Office of Public School Construction
(OPSC).  Although the first deadline is considered flexible by CDE
(and already expired), the second deadline is IRS imposed and
completely untenable in light of the timeline required for the stages of
the design effort and the design approval process through DSA. As a
consequence, FSD has notified the California Department of Education
that LAUSD will not be issuing QZAB bonds associated with the CDE
2007 authorization in the foreseeable future.

Because the Board of Education and the schools whose Academy
modernization applications were approved have in good faith and with
extensive efforts prepared and ratified these proposals, the Facilities
Division proposes to execute these projects without further participation
in the QZAB program, or use of any local bond funds.

Bd. of Ed Rpt No. 127-08/09 Page 2 of 7 Board of Education
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Policy Implications:

Budget Impact:

Board of Education Report

Each of the 17 QZAB projects approved by the BOE in 2007 has, as part
of its funding strategy, a planned reservation of the school’s
modernization eligibility, for future application of state funds. These
funds could repay approximately 58% of the total program cost
(approximately $14.5 million). The net shortfall to completely fund
these 17 projects is the 42% balance of the estimated sum of program
costs, or approximately $10.5 million.

The Facilities Division proposes that the Board authorize assignment of
$10.5 million of available Community Redevelopment Agency (CRA)
funds to the Career Technical Education Program, to eliminate the
funding shortfall for the 17 projects.

Note that CRA funds have been set aside specifically and only for
school district use under section 33607.5 of the Public Health and Safety
Code (which section is part of the Community Redevelopment Law,
Health and Safety Code sections 33000, et seq.). The proposed use of
CRA funds for these career path project renovations meets the statute’s
criteria. See Attachments B through E for a depiction of the Community
Redevelopment Agency zones and the proximity to the school with the
new career technical education project.

The CRA, the funding agency for these funds, is not required to
specifically approve the use of its funds for the intended renovations.
The Board of Education, however, must approve the use of these funds
for this purpose.

The requested action provides authorization to apply CRA funds under
LAUSD control to satisfy a funding shortfall for 17 Existing Facilities
projects approved under the QZAB program. It does not involve any
changes to current District policies.

Authorization to utilize $10.5 million in CRA funds to satisfy the
shortfall for 17 high school Academy modernization projects would
remove this funding from the currently available CRA resources
available at the discretion of LAUSD. It would satisfy the remaining
funding requirements for the modernization budgets previously
approved by the Board for projects in the current QZAB program.

No general funds or local bond funds will be expended.

Bd. of Ed Rpt No. 127-08/09 Page 3 of 7 Board of Education
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Issues/Considerations: This proposal has been carefully considered by Facilities Support
Services, and judged to be a preferred fiscal alternative to sale of the
QZAB bonds and adherence to the rules and restrictions of the QZAB
program.

Effect of “yes” vote: The $10.5M authorization for CRA funds to satisfy the funding shortfall
for 17 projects career path Academy projects will permit the execution
of these projects without incurring net bond debt for LAUSD.

Effect of “no” vote: Other means will be researched by the Facilities Division to satisfy the
funding shortfall for the Board approved 17 projects.

Bd. of Ed Rpt No. 127-08/09 Page 4 of 7 Board of Education
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B. BOARD REPORT

Action Proposed:

Expected Outcomes:

Board Options and
Consequences:

Policy Implications:

Budget Impact:

Issues and Analysis:

x No legal issues

I Legal informative
attached

Committee
Information:

Bd. of Ed Rpt No. 127-08/09

Board of Education Report

Staff proposes that the Board of Education approve the use of $10.5M of
CRA funds to satisfy the funding shortfall for the Board approved 17
career path Academy projects.

The Board of Education approves the use of $10.5M of CRA funds for the
Board approved 17 career path Academy projects, and Existing Facilities
staff will begin execution of those projects immediately.

If “yes” vote, the Facilities Division will facilitate the transfer of $10.5M
in CRA funds into the Existing Facilities accounts for the 17 Board
approved QZAB projects to satisfy the funding shortfall for those projects.

The requested action provides authorization to apply CRA funds under
LAUSD control to satisfy a funding shortfall for 17 Existing Facilities
projects approved under the QZAB program. It does not involve any
changes to current District policies.

Authorization to utilize $10.5M in CRA funds to satisfy the shortfall for
17 high school Academy modernization projects would remove this
funding from the currently available CRA resources available at the
discretion of LAUSD. It would satisfy the remaining funding
requirements for the modernization budgets previously approved by the
Board for projects in the current QZAB program.

The QZAB program is authorized by the U.S. Congress and administered
by individual states. Recent changes in the Tax Relief and Health Care
Act of 2006 limit the ability to leverage funds to earn and apply interest
earned to repay the debt. These IRS rulings essentially cancelled out a
primary incentive toward participating in the QZAB program.

N/A

This item is scheduled to appear on the agenda of the November 6, 2008
Facilities Committee.

Page 5 of 7 Board of Education
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Bond Oversight N/A
Committee
Recommendation:

Reporting Staff has concluded that this proposed SEP amendment will help facilitate
Requirements and implementation of the SEP, and therefore, it will not adversely affect the
Benchmarks: District’s ability to successfully complete the SEP.

The Existing Facilities Strategic Execution Plan (SEP) is updated
annually. SEP amendments are also reported on the Facilities Services
Division website http://www.laschools.org/. Specific project information
is available on the web at http://mo.laschools.org/fis/existing-facilities/ by
school. Thirty-two schools were approved for the SLC upgrade and
redesign program since October 2006. Projects are in various stages of
design and construction and are proceeding on schedule.

Accountable Staff: Bruce Kendall, Deputy Chief Facilities Executive, Existing Facilities

Applicable Board N/A
Delegations:

Superintendent’s The Superintendent recommends approval of these items.
Comments:

Miscellaneous Issues
and Matters: N/A

'] Desegregation
Impact Statement
attached

(] Division of
Accountability and
System wide
Performance

[] Informative

Bd. of Ed Rpt No. 127-08/09 Page 6 of 7 Board of Education
November 25, 2008
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Respectfully submitted,

DAVID L. BREWER III
Superintendent of School

APPROVED &

PRESENTED BY: APPROVED BY:
OSEPH A. MEHULA DR. JAMES MORRIS

Chief Facilities Executive Chief of Staff

Facilities Services Division

Bd. of Ed Rpt No. 127-08/09 Page 7 of 7 Board of Education
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ATTACHMENT B

Existing Facilities has researched the correlation between the CRA zones from which the CRA
funds are derived and the career path projects (QZAB) in need of additional funding. The
conclusion is that these educational programs attract and train students from within the same
geographic and economic zones from which the CRA funds are derived. The skills which students
learn in these programs can apply, immediately upon high school graduation, to the needs of those
businesses and industries which contribute those funds. In addition, a percentage of those students
who go on to higher education paths related to those Academies are likely to return those skills to
support the growth of the communities which supported them. Facilities has prepared overlay maps
of the CRA zones which are responsible for the generation of these funds for use by LAUSD, and
demographic data which indicates the current number of students in each of the target QZAB
schools who live within the CRA zones themselves. See below for student home/residence
correlation with CRA zones. See also Attachments B, C, D & E for overlay maps of the Board
Member Districts with CRA zones and with the locations of the 17 high schools referred to in this
report.

Students living in CRA Zones — with access to
Career Tech programs
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Watts - | 1,369
0 Students

Vermont Manchester [ [l ] 781 Grades K-5

@ Total Students
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ATTACHMENT D

LOS ANGELES BASIN CRA ZONES
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ATTACHMENT E

SAN FERNANDO VALLEY CRA ZONES
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