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Central LA Area New MS #3 will open on
September 8, 2009.

Improving Our Community —
Local Impact:

+ 239,000 Jobs
+ $1.2Bin Local and State Taxes
- $2.5B Awarded to Small Businesses
« Approximately 300 Joint Use Agreements
- More Than 9,800 Trees Planted
+ Exceeding the two-for-one City
Policy on Street Tree Removal
and Replacement

The New School Construction Program is funded primarily by State and local bonds passed
by voters who recognized the need for improved and additional schools. Bond funds cannot
be used for school operations or administrative support tasks such as general administration,
teachers’salaries, purchase of classroom textbooks, materials, or supplies for general or
instructional use.

Bond funds must be used for purposes directly related to the following functions:
» Modernization

» Renovation

« Construction

+ Land purchase and relocation

The budget for each school building project includes several major components;

real estate, construction, design and other costs such as project management and
environmental remediation. New Construction policies and procedures provide a system
of checks and balances to ensure proper controls, approvals, and reporting of significant
changes in project costs and schedules.

Active Funds Management

Funds management involves both controlling costs and maximizing funds available to
execute the program. Since its inception, New Construction has pursued all available
funding sources.

In conjunction with designing schools to fulfill the facilities need and comply with all
State mandates and District guidelines, projects are optimized to be eligible for the largest
possible amount of state matching funds.

Eligibility for State Funds

The New School Construction Program has been planned with the assumption of state
matching funds for each eligible project. At present, the New School Construction Program
anticipates being unable to access approximately $140 million in state matching funds that
were previously assumed to be available due to eligibility issues.

In order to qualify for School Facilities Program (SFP) matching funds, the District must
have sufficient eligibility based on need projections. Need projections are a result of historical
enrollment activity and a complex projection formula called the Weighted Cohort
Survival method.

The rules regarding the calculation and use of eligibility are complex and subject to
change via legislative action. For example, the passage of AB 491 in October 2005 enabled
the District to access 6,600 units of eligibility that would not have existed without the
provisions of the legislation. Eligibility calculations are based on a State projection model
that amplifies slight declines in enrollment thus reducing access to state matching funds.
LAUSD has obtained significant legislative relief to date and no additional eligibility
legislation will be sponsored in 2009.
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State Match Applications in 2007 & 2008

In 2007, the New School Construction Program successfully applied for state matching funds on 29 projects. In 2008,

10 additional state funding applications were submitted to the Office of Public School Construction (OPSC). For the projects
listed below, the District requested funding for additional spaces that were designed and will be built as standard classrooms.
These spaces were part of the original designs and are necessary to accommodate the educational programs of the
Board-approved projects.

Classrooms in

Project Name OPSC Application
Central LA New Learning Center #1 MS/HS 131
Central Region HS #13 91
Central Region HS #16 83
Central Region MS #7 53
East LA HS #2 93
South LA Area New HS #3 83
South Region HS #2 84
South Region HS #4 75
South Region HS #12 83
South Region MS #2 53
South Region MS #6 53
South Region Span K-8 #1 51
Valley Region HS #4 51
Valley Region HS #5 87
Valley Region HS #9 32
Valley Region Monroe Span K-8 Addition 20

Panoramic view of South Region HS #4, under construction on November 12, 2008
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Sources of Funds

The primary funding sources for the New School Construction Program are local bonds approved by voters within the boundaries
of LAUSD, and matching funds from State bonds approved through statewide ballot initiatives. The combination of these two
sources provides about $11.86 billion, or 94%, of New Construction funding. Other sources include developer fees, Certificates of
Participation (COPs), and special funding sources such as Federal Emergency Management Agency (FEMA) grants, Qualified Zone
Academy Bonds (QZABs) and other local sources of matching funds. In the 2008 New Construction SEP update, the need for up

to $400 million of future COPs was anticipated. Based upon current market conditions, anticipated state match availability and
project schedules, these additional COPs are no longer anticipated to be required to complete the Program. Challenges related to
aggressive project schedules and construction market conditions over the next two years could drive a change in either direction.

Local Funds
Proposition BB $825,112,719
Measure K $2,682,123,257
Measure R $1,984,234,873
Measure Y $2,727,711,907
Total Local Funds $8,219,182,756
State Funds
Apportioned State Funds (i) $2,894,734,563
Estimated Future State Funds $746,526,824
Total State Funds $3,641,261,387
Developer Fees $501,627,261
Other Sources (FEMA, QZAB, COPs, etc.) $176,447,822
Total Program Sources of Funds $12,538,519,226

(i) Includes funds received from Prop 1A, Prop 47, Prop 55, Prop 1D, Escutia and for Labor Compliance.
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Uses of Funds

Funds used in the New School Construction Program fall into four major budget categories:

+ Direct project costs
+ Management costs
+ Mandated non-project costs

+ Program reserve

Total Program Uses of Funds

January 2009

Current

Expected Uses Commitments Expenditures

Direct Costs
Construction (i) $6,940,256,681 $5,024,515,812 $3,338,840,749
Site Related $2,135,797,539 $1,637,050,080 $1,629,631,687
Design $486,838,740 $413,143,463 $333,360,133
Project Management $612,339,208 $410,017,983 $320,316,918
Other Project Costs (ii) $776,686,199 $441,855,972 $377,541,938
Additional Estimated Cost to Complete $273,218,748 _ _
Total Direct Costs $11,225,137,115 $7,926,583,310 $5,999,691,425
Other Direct Programs (iii) $298,034,371 $102,135,772 $95,349,354
Program Management $343,500,000 $126,804,577 $123,762,726
Program Reserve $514,370,506 = =
Mandated Non-Project Costs $157,477,235 $67,399,085 $63,996,863
Total Program Uses of Funds $12,538,519,226 $8,222,922,744 $6,282,800,368

Note: Commitments and Expenditures through November 30, 2008.

(i) Includes environmental remediation.

(i) Other Project Costs include Testing & Inspection, Furniture & Equipment, Community Outreach, OCIP and Legacy Projects.
(iii) Other Direct Programs include Charter Schools, Early Education Centers, Full-Day Kindergarten and Adult Education bond allocations

that are not part of K-12 projects.
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Uses of Funds - Definitions

Overview

New School Construction Program cost figures include current budgets for defined projects. The Project Summaries in Exhibits D
through H reflect only those funded projects that have been defined and approved by the Board. In the 2008 New Construction
SEP update, the Sources of Funds included $400 million in future COPs that were anticipated to be needed to complete the
Two-Semester Neighborhood School Program. Based on current construction and real estate market forecasts and the rules
related to state matching fund eligibility, the Program is fully funded without the need for any additional COPs.

Construction Costs

Estimated cost to build the schools, including demolition, abatement and a 5% contingency on the construction contract amount.
Includes estimated costs for all environmental work related to compliance with federal/state/local agency requirements. It also
includes costs for the oversight and management of unforeseen environmental conditions during the construction phase.

Site Related Costs
Estimated cost to purchase land/property, relocate tenants and owners, and associated fees.

Design Costs
Estimated cost for architectural & engineering fees for the design process from concept to construction closeout.

Project Management
Management costs associated with actual construction of the new school projects. In some cases this includes
preconstruction coordination.

Other Project Costs
« Furniture and Equipment: Costs to purchase and install classroom and office furniture for all the projects.

Testing and Inspection: Estimated costs of testing and inspection during the construction phase to ensure that all work
performed is according to state-mandated education codes and per contractual plans and specifications.

« Community Outreach: Estimated costs for community outreach staffing and other direct costs required to involve the
community throughout preconstruction planning and school construction

« Legacy Projects: Costs committed and expended for legacy projects (see Exhibit I).
« Owner Controlled Insurance Program: OCIP
Additional Estimated Cost to Complete

Difference between the estimated cost to complete the projects and the current project budgets. This includes projected
construction cost escalation as well as all other anticipated project costs not included in the current budgets.

Other Direct Programs
Cost of construction and outfitting of charter schools, early education centers, full-day kindergarten and adult education programs.

Program Management
Costs associated with the management of the New School Construction Program that are not attributable to individual projects.
It includes costs for program controls personnel, division-wide policies and procedures and program support services.

Program Reserve
Funds required to cover costs related to unforeseen site conditions, unanticipated scope changes and cost escalation above
anticipated amounts.

Mandated Non-Project Costs
Costs associated with the Office of the Inspector General, program legal costs, Facilities Division Executive Office, Facilities
Support Services, Facilities Contract Services and office rent that were not originally planned as burdens to bond funds.
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Managing Costs

Cost management efforts are an integral part of the culture in the New School Construction Program. Project costs are
managed by teams of project managers from many of the major prime contractors and construction management firms in
the construction industry. Management procedures and systems have been instituted to report, control and forecast project
costs. While we use industry best practices to deliver new schools within their original budgets, forecasting of potential
overages at both an individual project and overall program level is vital. There are many variables that are beyond the control
of diligent management (see Program Challenges section). Developing future cost scenarios helps staff take action now to
limit exposure and inform the Board of any need to re-prioritize Program funds.

Contingency and Reserve Funds

The nature of a large capital program is that project costs are affected by unforeseen conditions, changes to scope, inclement
weather, political forces and the availability of qualified contractors. To meet unanticipated costs, LAUSD has established
reserve budget accounts.

« Each construction budget has a contingency amount of approximately 5% of the estimated construction contract.

« Program level reserve is managed by the Deputy Chief Facilities Executive.

Aerial photos of construction progress on East LA Area New HS #1 (left), Central LA New Learning Center #1 (above right) and East LA HS #2 (below right)
taken in Fall 2008.
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