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Greetings Citizens of Santa Cruz County,

It is with great pride that we present the 2005-2006 Santa Cruz County Grand Jury Final
Report. State law charges the Grand Jury with review and oversight of county agencies
and entities that receive county funds. We hope that the information presented, the issues
raised, and the problems found will contribute to a more responsive, accessible, and
responsible government. The Grand Jury believes this report will add to your
understanding of issues within Santa Cruz County.

This report is a compilation of information provided by your public officials, research by
the Grand Jury, and the insights we gained during our interviews. Our charge is to make

sure the information is correct and presented to you without bias. We have done our best
to be objective, and it is our great hope that much good comes from our efforts.

For Santa Cruz County and the governmental entities within it, the current budget picture
is challenging, and we must all do our part to ensure we make the most of our limited
funds. We all have a responsibility to ensure we have the best, most efficient government
possible.

We would like to thank the various entities and employees that took the time to educate
us and answer our questions. | would also like to thank the fifteen remaining jurors (some
of whom were alternates who stepped in mid-year) who have given generously of their
most precious commodity, their own time. We are anxious for your response.

Sincerely,

Maxine R. McNamara, Foreperson
2005-2006 Santa Cruz County Grand Jury
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Introduction to the Santa Cruz County

Grand Jury

Two Types of Grand Juries in Santa Cruz County

As with many California counties, Santa Cruz County has two types of Grand Juries. The
regular, or civil, Grand Jury is an investigative body that serves for one year. There are
nineteen members on the jury. The civil Grand Jury is not involved with trials but rather
serves as a watchdog over local government and other tax-supported entities.

The other Grand Jury is a criminal Grand Jury that deals with issuing indictments
(charging a person with a criminal or public offense). This jury is called up on a case-by-
case basis.

Duties and Powers of the Civil Grand Jury
The Civil Grand Jury has three primary functions:
* to randomly audit local governmental agencies and officials;

* to publish its investigative findings and recommendations toward improving those
governmental operations in the interest of the community being served; and

* to investigate citizens' complaints

The Civil Grand Jury investigates local government agencies and officials to evaluate if
they are acting properly. If a Grand Jury determines that they are not, it has various
options. The most frequently used option is the presentation of a report outlining the
Grand Jury's findings and recommendations in the matter. Such reports are public and
sometimes attract media attention. Agencies or elected officials discussed in the report
must respond specifically to the report's findings and recommendations.

Citizens may file complaints with the Grand Jury to request that it investigate what they
perceive as wrongdoing by a public agency, such as a school district or a police
department. The Jury will decide if the complaint has merit and is not obligated to pursue
the complaint. County complaint forms are available from the following address:

Santa Cruz County Grand Jury
701 Ocean Street, Room 318-1
Santa Cruz, CA 95060
(831) 454-2099
FAX (831) 454-3387
grandjury@co.santa-cruz.ca.us
WWW.C0.santa-cruz.ca.us/qrandjury
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The Dollars and Sense Don’t Add Up:
Bond Measures E and H
Santa Cruz City Schools

Synopsis

Bond Measures E and H, passed in 1998, provided funds for much-needed renovation
and modernization of schools within the Santa Cruz City Schools District. Overall, the
Grand Jury found school site personnel pleased with the work completed at their schools,
and acknowledges the scope and complexity of the construction projects undertaken in
the last eight years. Those projects, however, took longer and cost more than original
estimates, and students are now occupying classrooms that have not been certified by the
Division of the State Architect as being in compliance with all Code of Regulations, Title
24 provisions for structural, life/fire safety, and ADA projects.

The Grand Jury discovered that Measure E bonds were sold for more than the voter-
approved $28 million, and questions remain about the 2005 bond refinancing. The Grand
Jury is concerned that: bond money was spent on district administrative offices; lease
revenues generated from sites that were renovated using bond funds went into the Santa
Cruz City Schools general fund; bond funds and property tax deposits have earned and
will continue to earn interest that could be used to reduce bond debt; and promises to
keep the public well-informed about the bond projects have not been kept.

Definitions

ADA: Americans with Disabilities Act

Alternate: an optional component of a construction project

BAN: Bond Anticipation Note; a note issued in anticipation of later issuance of bonds,
usually payable from the proceeds of the sale of the bonds anticipated

BOC: Santa Cruz City Schools Bond Oversight Committee

California Code of Regulations (CCR), Title 24: also known as the California Building
Standards Code. Public school construction in California is governed by these building
standards.

Change Order: a written order that modifies the plans, specifications, or price of a
signed construction contract agreement. Change orders can be initiated for a variety of
reasons, including unforeseen conditions, owner-requested changes, design errors or
omissions, contractor error, and weather-related problems during construction.

DSA: Division of the State Architect

DSA Form-5: the official DSA form that details the project inspector’s qualifications
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IOR: Inspector of Record; a state-certified inspector that performs state-mandated site
inspection services for public school construction and who is hired and paid by the owner
(school district)

Multiple-prime contracting: the owner (school district) holds separate contracts with
contractors of various disciplines (such as general, mechanical, electrical). The owner, or
its construction manager, manages the overall schedule and budget during the entire
construction phase.

RFP: Request for Proposal; an invitation to bid, or a proposal inviting bids from possible
suppliers of a product or service

SB50: the 1998 state bond measure that provided matching funds to the Santa Cruz City
Schools District for modernization projects. District matching funds were generated from
Bond Measures E and H.

SCCS: Santa Cruz City Schools

SCCS Bond Project, Status of Project Closeout, May 10, 2006: This was the version
of the summary document detailing construction costs, change orders, and project
completion dates that the Grand Jury used for this report.

Stop Notice: a notice to withhold payment from a contractor and to set money aside to
satisfy a claim

Background

Bond Measures E and H

In April 1998, voters in the Santa Cruz City Schools (SCCS) District passed two bond
measures worth a total of $86 million. The district spent over $300,000 for this special
election for Measure E and Measure H that was held just seven weeks prior to the
regularly scheduled June primary election.

Measure E, approved by seventy-nine percent (79%) of the voters, was for elementary
school improvements not to exceed $28 million, and Measure H, approved by seventy-
four percent (74%) of the voters, was for junior and senior high school improvements not
to exceed $58 million. The measures stated that the bond money would be used to
rehabilitate the schools, including replacing inadequate electrical, plumbing, heating, and
window systems; to comply with fire, earthquake, health, safety, and accessibility
standards; and to renovate, construct, and modernize classrooms, restrooms, and other
school facility improvements. Bond money would not be used for administrator salaries.
Expenditures would be monitored by a community bond oversight committee, with all
proceeds spent to benefit district schools. All elementary and secondary school sites in
the district were included in the bond measures.

Voter Information Pamphlet arguments in favor of Measures E and H stated that “By law,
absolutely none of the funds raised by these ballot measures can be used for

! County of Santa Cruz Sample Ballot and Voter Information Pamphlet for Special School District
Election, Tuesday, April 14, 1998.
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administrative salaries, offices, or operating expenses. All of the funds raised by these
measures will stay in our local community and will be used to fix our schools.”

Bond Details

The E and H bonds were originally each sold in three series: A, B, and C. Series A was
sold in 1998, Series B in 2000, and Series C in 2001. According to the Voter Information
Pamphlet, “Impartial Analysis by County Counsel,” the term for each bond sale was to be
25 years, which was the maximum term under California law when the measures were
passed. On April 13, 2005, the SCCS Board of Education passed resolutions authorizing
the refinancing of the general obligation Bond Measures E and H, Series A and B to take
advantage of decreased interest rates. This refinancing did not require voter approval.

As each series was sold, the money from the sale was deposited into the Santa Cruz
County Treasury to be withdrawn by the Santa Cruz City Schools District as needed for
the bond projects. As property taxes are collected, they are also deposited in the County
Treasury. These funds are withdrawn to make payments to the bond holders.

The Santa Cruz County Assessor’s Office establishes the rate that each property owner in
the Santa Cruz City Schools District must pay toward the bonds. For the tax year 2005-
2006, the rate is:?

e Series A and B, Elementary .035%
e Series A and B, High School .033%
e Series C, Elementary .007%
e Series C, High School .006%
e« TOTAL .081%

At this rate, taxes resulting from Bond Measures E and H on property within the City of
Santa Cruz with an assessed value of $300,000 would be $243 for the 2005-2006 tax
year. Property owners outside the city limits, but within the high school district, would
pay only the high school percentage, or .039%.

Additional Funding

The school renovation projects were not funded solely by the proceeds of bonds E and H
sales. Under the State Construction Program, the district applied in 1999 for SB50 (State
Bond 50) funds for modernization that it began receiving in July 2000. These state funds
were earmarked for renovation of schools that met the age requirement for modernization
(twenty-five years or older). This was a cash-matching program, and E and H funds were
used for the match. The district received over $28 million from the state. Additions

including bond interest, developer fees, deferred maintenance funds, and donations

2 County of Santa Cruz Sample Ballot and Voter Information Pamphlet for Special School District
Election, Tuesday, April 14, 1998.
® Figures supplied by the Santa Cruz County Auditor/Controller Office, June 2, 2006.
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brought the total revenue for bond projects to $128,683,715 as of April 30, 2006. Total
revenue for the bond projects is summarized as follows:*

REVENUE SOURCE REVENUE AMOUNT
Bond Proceeds
Series A (6/98) $21,854,000
Series B (3/00) $46,300,077
BAN Funds (Series C, 10/00) $15,990,000
Series C (10/01) $110,171
Subtotal Bond Proceeds $84,254,248
Other Revenue
Bond Interest $10,411,303
Bond Arbitrage Liability ($419,412)
BAN Interest $976,905
BAN Arbitrage Liability ($210,905)
Deferred Maintenance $974,499
Food Services $175,000
Capital Facilities Fund $2,597,047
State SB-50 Rel. 1 $1,906,616
State SB-50 Rel. 2 $26,514,241
SB-50 Interest $620,037
Grants $345,024
Donations $231,801
Insurance Reimb (Pool Deck) $122,748
Building Fund $19,814
General Fund $164,749
Subtotal Other Revenue $44,429,467
TOTAL REVENUE $128,683,715

Table 1. Revenue, SCCS Bond Projects Budget, July 1, 1998 to
April 30, 2006.

Setting Priorities/Determining Projects

Prior to the bond campaign, a Facility Assessment Team comprised of construction
professionals and district staff evaluated each of the school sites, worked with site and
district staff in developing a needs assessment, prioritized each site’s needs, and
developed a cost estimate for needed and desired school construction projects. This
facilities audit, along with community input, was used by the district to determine the
amount of money that was requested in the bond election. Although approximately $130
million in needed and desired improvements were identified, a community survey
indicated voters would be willing to support bonds totaling $86 million. Projects were

* Santa Cruz City Schools, Bond Projects Budget, Report from July 1, 1998 to April 30, 2006.
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prioritized based on the $86 million figure, and renovations and repairs addressing code
requirements, health and safety concerns, and systems projects such as roofing, electrical,
and plumbing were given priority.

After the election, district staff, together with architects and construction managers,
developed a Master Schedule to accomplish the Facility Assessment projects. The
schedule defined the sequence for planning and construction of the projects at each
school site from June 1999 through December 2003. The schedule was discussed with all
site principals and the Bond Oversight Committee. Within the Master Schedule, each
school site was listed along with an anticipated planning and construction timeline. The
work at each school site was divided into the following tasks: pre-design, design, state
review, bidding, and construction.

In the “Road to Renovation” pamphlet mailed out by SCCS in May 2000 to residents
within the SCCS boundaries, it was stated that the construction schedule called for all
projects to be completed by the end of the 2003-2004 school year. Due to state funding
and additional revenues, in May 2003, with SCCS Board approval, site planning
committees began meeting to identify and prioritize additional modernization projects at
each school site. As of June 2006, there are still three projects to be bid, and eighteen
projects under construction. Projects may extend well beyond the end of 2006.

Project Management

Bond projects were originally overseen by the Director of Bond Projects, a district
administrative position, to provide general oversight and management of the program.
Two architect/construction management teams (DES-WLC Architects/Turner
Construction Management for the elementary schools, and Beverly Prior/Kitchell
Construction Management for the secondary schools) assisted. Projects were put out to
bid for multiple prime contractors, that is, a prime contractor for each trade. Due to the
difficulty in managing multiple and separate contracts, missed work, and instances of
poor work quality, the district discontinued its use of multiple prime contractors.

The bond projects are now managed by district staff and contracted firms. The
organizational components for project management include:

e the Assistant Superintendent, Business Services, providing district administration
oversight;

e general contractors bidding for projects;

e aconstruction management firm providing overall program management for
bond projects (Strategic Construction Management);

« two architecture firms, one for the elementary and junior high schools (DES
Architects), and one for the high schools (Beverly Prior Architects), providing
design services and project administration;

» Inspectors of Record providing state-mandated site inspection services; and

« district employees (3.2 positions) paid by bond funds: a full-time district
Construction Project Coordinator, a full-time clerical support person; a full-time
accounting person; and support from the district purchasing manager for bidding
and contracting processes.
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Bidding

In California, public school construction is governed by the California Public Contract
Code. Construction contracts must be awarded to the lowest responsible bidder as defined
in these code sections:®

“Responsible bidder,” as used in this part, means a bidder who has demonstrated
the attribute of trustworthiness, as well as quality, fitness, capacity, and
experience to satisfactorily perform the public works contract. (Section 1103)

On the day named in the public notice, the department shall publicly open the
sealed bids and award the contracts to the lowest responsible bidders. (Section
10180)

SCCS District officials stated that the lowest, responsive, responsible bidder is hired by
the district. A responsive bidder is one that has provided all necessary documents and
meets all specified qualifications in a timely manner.

When construction projects are put out to bid, a Request for Proposal (RFP) is published
in the newspaper, and interested contractors are invited to submit bids by a specified date.
On that date, the bids are publicly opened, recorded, and awarded to the lowest,
responsive, responsible bidder.

Division of the State Architect Oversight

The Division of the State Architect (DSA) reviews all public school construction
involving structural, fire/life safety, and ADA compliance projects. Construction plans
and documents drafted by the district’s hired architects and engineers are submitted to the
DSA for plan checking to make sure they conform to the California Code of Regulations,
Title 24. After plans are checked and approved, they are stamped with an identification
stamp, and are ready for the construction phase. When a project is under construction, it
is supervised by DSA field operations. Field engineers go to the site to make sure plans
are being followed and work is up to code. The field engineer receives reports from state-
certified Inspectors of Record (IOR) at least twice a month. The IORs make sure work is
performed according to the DSA-approved documents. Public school construction is not
inspected by city and county building inspectors, but by state-certified inspectors.

Once a project is completed, a Notice of Completion is recorded at the County
Recorder’s office and is publicized. The project closeout process then begins. The DSA
reviews all required project documentation to verify that all work was performed and
inspected in accordance with code requirements. If documentation indicates that
construction met these requirements, the DSA issues a Letter of Certification to the
school district. If documentation is incomplete, the DSA sends the Architect of Record a
letter, with a ninety-day deadline to submit all remaining documents. If these documents
are not submitted, the project is closed without DSA certification. The file can be
reopened when documentation is complete, but a fee of $150 for each project is assessed.

® California Public Contract Code, http://www.aroundthecapitol.com/code/contents.html?sec=pcc.
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Bond Oversight Committee

In Fall 1998, a committee consisting of volunteer community members was formed by
the district to provide oversight for the bond projects. The Bond Oversight Committee
(BOC) is an advisory body only and makes recommendations to the school board. Final
authority for all aspects of the bond measures resides with the SCCS Board of Trustees.
The BOC meets every other month and receives reports on financial and construction
status; reviews standard bid documents and change orders; reviews contracts for design,
construction management, construction contractors, and contract amendments; and has
been involved in the reallocation of dollars between school sites. Specified roles and
responsibilities include attending all committee meetings; becoming familiar with the
laws, regulations, and processes that the school district must satisfy in completing the
projects authorized by the bond; and working with all interested parties to facilitate
communication about the status of the bond projects.®

According to district officials, by the end of Summer 2006, ninety-eight percent (98%) of
the bond funds will have been spent as projects are nearing completion. The BOC’s final
meeting is scheduled for November 2006. A subcommittee has been established to work
with school district staff and Strategic Construction Management to prepare a final report
on the bond projects for the board and community members, detailing how both time and
money were spent under Measures E and H.

Scope

This investigation was undertaken to review financial documentation for the Santa Cruz
City Schools Bond Measures E and H. The investigation included:
= reviewing SCCS Board of Education minutes, Bond Oversight Committee
minutes, site summaries, project completion documents, and financial documents
pertaining to Bond Measures E and H;
e reviewing web sites, newspaper articles;
e conducting interviews with district staff and volunteers; and
= visiting school sites to view bond project results.
As the investigation progressed, the bond details and issues of project management,
bidding, and oversight were also examined.

Sources

Interviewed:
Santa Cruz City Schools District personnel.
Bond Oversight Committee members.
Division of the State Architect personnel.
Santa Cruz County personnel.

® Santa Cruz City Schools, “Bond Oversight Committee Roles and Responsibilities,” revised April 17,
2002.
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Reviewed:

Memoranda/Reports/Minutes/Agendas:

Advantages/Disadvantages of Using Multiple Prime v. Single General Contractor,
agenda packet, Bond Oversight Committee meeting, January 27, 2000.
California Department of General Services, Division of the State Architect, Project
Inspector Qualification Record, DSA-5, revised March 27, 2003.

Communications Matrix for Bond Projects Participants, November 29, 2001.

IOR Bi-Monthly Progress Reports, Santa Cruz High, May 2002.

Memo from Northcross, Hill and Ach, June 8, 2006.

Official Statements, Santa Cruz City Elementary School District, General
Obligation Bonds, Election of 1998, Series A, B, and C.

Official Statements, Santa Cruz City High School District, General Obligation
Bonds, Election of 1998, Series A, B, and C.

Official Statement, Santa Cruz City Elementary School District, 2005 General
Obligation Refunding Bonds.

Official Statement, Santa Cruz City High School District, 2005 General Obligation
Refunding Bonds.

Santa Cruz City Schools, Agreement for Consultant Services, Construction Program
Management Services, Strategic Construction Management, February 1, 2002.

Santa Cruz City Schools, Board of Education for the Elementary and Secondary
Districts Minutes, May 12, 1999 to May 10, 2006. [Please see Appendix for
specific dates.]

Santa Cruz City School Bond Oversight Committee Meeting Minutes, May 16,
1998 to May 18, 2006. [Please see Appendix for specific dates.]

Santa Cruz City Schools “Bond Oversight Committee Roles and Responsibilities,”
revised April 17, 2002.

Santa Cruz City Schools Bond Project, Status of Project Closeout, May 10, 2006.

Santa Cruz City Schools, Bond Projects Budget, Report from July 1, 1998 to April
30, 2006.

Santa Cruz City Schools District Bond Projects Status Reports, November 17, 1999
to January 25, 2006. [Please see Appendix for specific dates.]

Santa Cruz City Schools, Request for Proposals, Management Services for
Construction Projects, undated.

Soquel High School Bond Il Modernization Project I11A, Bid #2004-21, Opened
June 3, 2004.

Soquel High School Bond 2 Phase Il Rebid, Bid #2006-09, Opened December 22,
2005.

Newspaper Articles/Pamphlets:
Contra Costa Times, “Schools’ refinancing questioned,” April 30, 2006.
County of Santa Cruz Sample Ballot and Voter Information Pamphlet for Special
School District Election, Tuesday, April 14, 1998.
“Road to Renovation: Keeping You Informed,” Santa Cruz City Schools, undated.
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Santa Cruz Sentinel:
“Bond-funded school repairs set to start in Santa Cruz,” May 13, 1999.
“Bonds making a difference,” March 22, 2001.
“Branciforte remodeling project disappoints staff,” October 14, 2001.
“Error could cost schools thousands,” April 8, 2005.
“Firm will oversee school construction projects,” February 15, 2002.
“Moving costs stir school-bond debate,” May 29, 2003.
“Santa Cruz City Schools finds surplus in general fund,” April 20, 2006.
“Students say last goodbye to Natural Bridges, Branciforte schools,” June 12,
2004.

Web sites:

Building Standards Commission, http://www.bsc.ca.gov.

California Code of Regulations,
http://www.bsc.ca.gov/title_24/documents/part1/2001_partl.pdf.

California Education Code, http://caselaw.Ip.findlaw.com/cacodes/edc/15200-
15205.html.

California State Constitution, http://www.leginfo.ca.gov/const.html.

California Public Contract Code,
http://www.aroundthecapitol.com/code/contents.html?sec=pcc.

“Choosing the Best Delivery Method for Your Facility Projects,”
http://www.mbpce.com/news_pubs_delivery.html.

Division of the State Architect, http://www.dsa.dgs.ca.gov.

Division of the State Architect On-Line Project Tracking System,
http://www.applications.dgs.ca.gov/dsa/etrackerweb/DistrictProject.asp?client
id=44-h2 and
http://www.applications.dgs.ca.gov/dsa/etrackerweb/DistrictProject.asp?client
id=44-42.

General Obligation Bonds, http://www.calschools.com/static/GOBond.htm.

Santa Cruz City Schools, http://www.sccs.santacruz.k12.ca.us.

Santa Cruz City Schools, Bond Projects,
http://www.sccs.santacruz.k12.ca.us/bizservices/BondProject/bondproject.htm
(this web site is no longer accessible).

Santa Cruz County Office of Education,
http://www.santacruz.k12.ca.us/board/index.html.

Santa Cruz Sentinel, http://www.santacruzsentinel.com.

State Education Oversight Commissions,
http://www.ecs.org/clearinghouse/57/86/5786.htm.

Strategic Construction Management, http://strategic-
cm.com/main/santacruzcityschools.htm.

TBW&B, Public Finance Strategies, LLC, http://www.tbwb.com/clients.htm.

2001 California Building Standards Administrative Code, California Code of
Regulations, Title 24, Part 1,
http://www.bsc.ca.gov/title 24/documents/Part1/2001 partl.pdf.
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Visited:

Ten Santa Cruz City School sites.
Findings

Bonds E and H
1. The E and H bonds were originally each sold in three series: A, B, and C:’

Bond Sold Date Bond Amount | Bond Term Ends
Series A, Elementary July 1, 1998 $7,000,000.00 | August 1, 2027
Series B, Elementary March 1, 2000 | $15,500,000.00 | August 1, 2029
Series C, Elementary October 2001 $5,598,115.65 | February 1, 2026
TOTAL ELEM. $28,098,115.65
Series A, High School July 1, 1998 $15,000,000.00 | August 1, 2027
Series B, High School March 1, 2000 | $31,000,000.00 | August 1, 2029
Series C, High School October 2001 | $11,997,433.50 | February 1, 2026
TOTAL HIGH SCH. $57,997,433.50

In April 2005, Series A and B Elementary and High School bonds were refinanced:

Refinance, Series A
and B, Elementary April 2005 $22,785,000 | August 1, 2029
Refinance, Series A
and B, High School April 2005 $45,500,000 | August 1, 2029

Table 2. Santa Cruz City Schools Bond Sales, Measures E and H.

2. Total Elementary bond sales, Series A, B, and C exceeded the $28 million dollar cap

established in Bond Measure E.

3. When asked about exceeding the $28 million cap on the Elementary bonds, district
administrative staff referred the Grand Jury’s questions to the district’s bond
financial advisor, Northcross, Hill and Ach. The Grand Jury was told,

“Unintentionally, $98,115.65 was issued in bonds over the 28 million dollar amount

approved by the voters. The district has made provision to repay the $98,115.65 and
all interest that has accrued.” The amount of the interest earned is unknown to the
Grand Jury.

" Official Statements, Santa Cruz City Elementary School District, General Obligation Bonds, Election of
1998, Series A, B, and C; Official Statements, Santa Cruz City High School District, General Obligation
Bonds, Election of 1998, Series A, B, C; Official Statement, Santa Cruz City Elementary School District,

2005 General Obligation Refunding Bonds; Official Statement, Santa Cruz City High School District, 2005

General Obligation Refunding Bonds.
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The last of the original Elementary bonds was sold in 2001, but repayment of the
$98,115.65 overage has not yet been made as of June 10, 2006.

When Elementary and High School Bonds, Series A and B were refinanced in April
2005, the total amount of the refunding bonds was $4,280,000 higher than the
remaining principal of the original Series A and B bonds. The Elementary Series A
and B Bonds were refinanced for $22,785,000 (the outstanding principal was
$21,030,000); the High School Series A and B Bonds were refinanced for
$45,500,000 (the outstanding principal was $42,975,000).2

SCCS District’s bond financial advisor stated that “the amount of the refunding
bonds is determined by the amount needed to establish an escrow to pay off the old
bonds, which includes interest and principal due . . . and pay the costs of issuance.”

Elementary bonds, Series C and Elementary 2005 Refunding Bonds total
$28,383,115.65, again exceeding the $28 million cap established by the bond
measure.

The April 2005 refinancing of the Elementary and High School Bonds, Series A and
B is not detailed on the SCCS Bond Projects Budget, Report from July 1, 1998 to
April 30, 2006.

According to the Official Statements for the bond sales, property owners residing in
the Santa Cruz City Schools District will be repaying bonds E and H until 2029.

The Voter Information Pamphlet for Bond Measures E and H contained an
“impartial analysis by County Counsel” stating that “under current California law,
the term of the bonds cannot exceed twenty-five years.” This term is also stated in
the California Education Code, Section 15144: “The number of years the whole or
any part of the bonds are to run shall not exceed 25 years, from the date of the bonds
or the date of any series thereof.”*

On April 13, 2005, the SCCS Board of Education passed resolutions authorizing the
refinancing (refunding) of the general obligation Bond Measures E and H, Series A
and B to take advantage of decreased interest rates.

SCCS District’s bond financial advisor stated that the refunding of the bonds will
result in lower debt service payments, with the majority of savings in 2006-2010, and
that the refinancing will lower taxes.

For tax year 2004-2005, property owners residing in the Santa Cruz City Schools
District within the City of Santa Cruz were paying property taxes at a rate of .068%
toward bonds E and H. In tax year 2005-2006, the rate increased to .081%.

8 Official Statement, Santa Cruz City Elementary School District, 2005 General Obligation Refunding
Bonds; Official Statement, Santa Cruz City High School District, 2005 General Obligation Refunding
Bonds.

® County of Santa Cruz Sample Ballot and Voter Information Pamphlet for Special School District

Election, Tuesday, April 14, 1998.

19 California Education Code, Section 15144, http://caselaw.Ip.findlaw.com/cacodes/edc.html.
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14. Interest earned on bond sale proceeds has been used for the bond projects and has not
been used to repay the bond."*

15. As property tax is collected to repay bonds E and H, the money is deposited in the
pooled investment fund of the county until the district draws it out. These deposits
earn interest.

Budget Expense Summary

16. Following is a summary of the SCCS Bond Projects Budget expenses from July 1,
1998 to April 30, 2006:*

ITEM EXPENSE | PERCENTAGE
OF EXPENSES
Construction Contracts $82,431,328 74%
Architects/Engineers $11,212,596 10%
Construction Management $6,928,864 6%
Miscellaneous Construction Costs $4,178,084 4%
Reserves $3,901,483 4%
Staff Salaries and Other Support $2,225,522 2%
TOTAL EXPENSES $110,877,877 100%

Table 3. Summary of SCCS Bond Projects Budget Expenses, July 1, 1998 to
April 30, 2006.

Project Management

17. InJanuary 2001, the Bond Projects staff requested authority from the school board
and the BOC to use their discretion before bidding projects in the future, and to
decide whether to bid projects with one general contractor or use multiple-prime
contractors.

18. Results of the first four major bond projects undertaken at one high school, one
junior high school and two elementary were described as follows: “All four projects
were completed late, two of the four projects are over budget, the quality of some of
the work was sub-standard on two projects, and sub-standard work was allowed to
stand when first done, assuming it would be rectified as part of the punch list at the
end of the projects, but after many spaces had been reoccupied. Some work that was
planned to be included in some projects was left out of the initial plans and specs and
had to be added with change orders, adding time and cost to the project.”*®

19. At the October 24, 2001, SCCS Board of Education meeting, district administrative
staff dissatisfaction with the ability of the construction managers to monitor and

1 Santa Cruz City Schools, Bond Projects Budget, Report from July 11, 1998 to April 30, 2006.
12 Santa Cruz City Schools, Bond Projects Budget, Report from July 11, 1998 to April 30, 2006.
13 Santa Cruz City Schools, Request for Proposals, Management Services for Construction Projects, 2001.

Page 1-12 The Dollars and Sense Don’t Add Up:
Bond Measures E and H,
Santa Cruz City Schools



20.

21.

22,

23.

24,

2005-2006 Santa Cruz County Grand Jury Final Report

control the work on multiple prime projects was reported. District staff
recommended:

e Dbidding future construction projects using general contractors

e terminating the two elementary and secondary Construction Managers’
contracts

e increasing Inspector of Record time on projects to better monitor quality of
work

e increasing architect involvement in construction administration
e reorganizing district support and oversight of projects
« pre-qualifying bidders for future projects

District administrative staff stated that using general contractors had the advantages
of less contract administration, total coverage of work, and direct lines of
accountability. Disadvantages were that the general contractor might not select the
lowest subcontractor bid and could charge up to a fifteen percent markup on
subcontractor change orders.* District administrative staff stated that using general
contractors could cost more, but there would be clear lines of responsibility and
“headaches would be reduced.”

On November 15, 2001, district administrative staff reported to the BOC that the
SCCS Board had approved a plan to hire a consultant to provide general oversight
and management of the construction program. The board’s preference was to hire
professionals in the construction management field to manage future projects, instead
of having district employees in the project management role. The board stated that it
did not have confidence that district employees could provide management, in light
of the problems that had been reported by school staff at Branciforte Junior High on
that school’s projects.’

Seven firms responded to the district’s Request for Proposal (RFP) for a construction
program manager. Three finalists were interviewed, and Strategic Construction
Management was chosen by the SCCS Board as the Construction Program Manager
to be effective February 1, 2002. District administrative staff and volunteers stated
the board liked the fact that Strategic Construction Management was local and had
ties to the community.

The district has not been able to produce the fixed-price bids and requested
supporting documentation for this selection process. This documentation is public
record.

The Grand Jury could find no documentation that the bids for the Construction
Program Manager were opened publicly as required by the Public Contract Code.*

14 «Advantages/Disadvantages of Using Multiple Prime v. Single General Contractor, agenda packet, Bond
Oversight Committee meeting, January 27, 2000.

15 Santa Cruz City School Bond Oversight Committee Meeting Minutes, November 15, 2001.

16 California Public Contract Code, Section 10180,
http://www.aroundthecapitol.com/code/contents.html?sec=pcc
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25.

26.

27.

“Previously, the district used its staff to oversee multiple contractors at individual
schools. Officials expect the new system, which includes hiring a general contractor
for each project, will simplify the process and attract more bids, particularly from
area contractors. The district will pay Strategic $1.2 million. District officials expect
to finish all projects by December 2004.”*

Construction Management budgets were reduced by $2,128,663 due to termination
of the two previous Construction Management contracts. Architect Fee budgets were
then increased $1,288,160 for increased services for construction administration due
to reorganization of management for the projects. These adjustments, when
combined with the new Strategic Construction Management contract for $1.2
million, produced an immediate overall increase for the bond projects of over
$360,000.

Since February 1, 2002, there have been numerous contract extensions and additional
payments approved for Strategic Construction Management, summarized as follows:

Contract
Extension®

Contract
Extension®:

Contract
Renewal®

Moving
Services®

Moving
Contract®

Original
Contract*®

TOTAL

Term

3/1/04 -
8/31/05

10/1/05 -
6/30/06

5/05 -
9/05

7/1/06 —
12/31/06

2/2/02 -
2/28/04

8/23/02 -
2/28/04

Amount

$1,205,104 | $99,825 | $958,058 | $374,325 $27,254 $224,500

$2,889,066

Table 4. Approved Contracts for Strategic Construction Management Paid

28.

by Bond Funds.

In addition to bond funds, payments totaling $68,273 to Strategic Construction
Management have been approved by the SCCS Board: $48,221 from the General
Fund to “plan and coordinate moving of furniture, equipment and supplies (March
24, 2004); and $20,052 from the Capital Facilities Fund to “plan and coordinate the
relocation of 21 portable classrooms™ (April 21, 2004).

17 Santa Cruz Sentinel, “Firm will oversee school construction projects,” February 15, 2002.

'8 Santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts Minutes,
February 27, 2002.

19 Santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts Minutes,
August 14, 2002.

%0 santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts Minutes,
December 10, 2003.

2! Santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts Minutes, June

8, 2005

%2 Santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts Minutes, June
8, 2005.

% Santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts Minutes, April
26, 2006.
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In the RFP for Management Services for Construction Projects that was part of the
Strategic Construction Management Agreement with the district, one requirement is
to “plan and coordinate the moving of staff, furniture, material and equipment related
to the construction projects.” Strategic Construction Management submitted a fixed
fee proposal to secure this contract.

In March 2002, the board approved a district Construction Projects Coordinator
position to serve as a liaison between Strategic Construction Management and the
district sites. The position is funded through the elementary and secondary bonds.
The head of the district Maintenance Department was appointed to the position.

Bidding

31.

32.

33.

34.

35.

36.

The SCCS Board of Education approved a resolution to no longer require a public
re-bidding of work once change orders exceeded the cost of the original bid by over
ten percent (10%), as had been previously required. It was stated that the re-bid
process can cause a six- to eight-week delay, and since the district had a general
contractor in charge of bond-funded projects, the chances of exceeding a ten percent
overrun were considerably less.

The SCCS Bond Project, Status of Project Closeout, May 10, 2006, revealed that out
of sixty-nine projects, thirty-seven (or 54%) exceeded a ten percent cost overrun due
to change orders.

In October 2005, the SCCS Board voted to become subject to the Uniform Public
Construction Cost Accounting Procedures and to provide for informal bidding
procedures under the Uniform Public Construction Cost Accounting Act Procedures.
This allowed projects from $35,000 to $125,000 to be bid using a pre-approved list
of satisfactory contractors, while projects over $125,000 were subject to formal
bidding procedures. The rationale was that this would allow more flexibility in the
execution of work; speed up bidding procedures; improve timeliness of project
completion; reduce paperwork and expenses related to advertising; and simplify
administration.

The SCCS District was advised by legal counsel to set a consistent policy for the
acceptance of bids. Subsequently, it was decided to award contracts based on the
lowest total bid on each project. Projects often contain several alternates, which may
or may not be actually included in the final project. The contract, however, is still
awarded on the total bid.

When projects contain alternates, contractors can bid low or even zero (0) on some
alternates, thereby lowering their overall total bid.

In March 2006, the district awarded a bond project contract to a bidder whose past
projects for the district included a project that had change orders totaling 34.1% of
the original contact amount, a Stop Notice, and had gone to court. That same bidder
had previously completed district bond projects with change orders of 32.3%, 36.9%,
and 118.8% of the original contract amounts.
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37. Contracts were not always awarded to the lowest bidder as evidenced by Bid # 2006-
09. The contract was awarded for $1,204,700 when the lowest bid was actually
$1,151,399.

Change Orders

38. The SCCS Bond Project, Status of Project Closeout, May 10, 2006, document does
not include all bond projects, notably those undertaken in 1998-1999. Approximately
$4 million worth of projects are not detailed, nor are their change orders.

39. The SCCS, Bond Project, Status of Project Closeout, May 10, 2006, showed twenty
projects with change orders exceeding twenty percent (20%) of the original project
contract. These percentages range from 21.7% to 118.8%, resulting in additional
costs of $5,479,544 above the original contract amount of $17,779,162 for those
twenty projects. This reflected a 30.8% increase over the original contract amounts.

40. Sixty-nine completed or nearly-completed projects detailed on the SCCS, Bond
Project, Status of Project Closeout, May 10, 2006, had change orders totaling
$9,621,580, or fourteen and one-half percent (14.5%) of their original contract total
of $66,457,279.

41. District officials stated that general contractors typically make a fifteen-percent
markup on change orders.

Division of the State Architect Oversight

42. According to the Santa Cruz City Schools, Bond Project, Status of Project Closeout,
dated May 10, 2006, sixty-four projects have had Notices of Completion filed. Of
those sixty-four projects, only one is listed in the “DSA Closeout Complete” column,
and only two are listed in the “Closeout Sent to DSA” column. The Architect of
Record is responsible for submitting the required closeout documents for final
certification.**

43. The Grand Jury found at least one instance of a project being started without prior
DSA notification by the IOR (DSA Project Code 01-106000). This appears to be a
violation of the Code of Regulations, Title 24, Part 1, Section 4-331.

44. Inspector of Record assignment date records obtained from the SCCS District and
the DSA do not match.

45. “The school board must provide for and require competent, adequate and continuous
inspection by an inspector . . .” and; “The project inspector . . . must be approved by
the DSA for each individual project.”?

242001 California Building Standards Administrative Code, California Code of Regulations, Title 24,
Part 1, Sections 4-339 and 4-341, http://www.bsc.ca.gov/title_24/documents/Part1/2001_partl.pdf.
%2001 California Building Standards Administrative Code, California Code of Regulations, Title 124,
Part 1, Section 4-333(b).
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46. In reviewing the IOR field reports for Santa Cruz High Modernization, project
number 01-103363, there is a gap of eighteen days with no IOR reports or notations.
One inspector had been terminated on May 2, 2002, and the next IOR report was
dated May 20, 2002.

47. DSA Field Notes from the supervising field engineer from July 10, 2002, stated the
first item requiring resolution on project 01-103363 was that the IOR had been
replaced by two subsequent IORs, the last of which had not submitted DSA Form-5.
The DSA Form-5, which must be signed by the district, architect, and engineer, must
be filed ten days prior to an IOR beginning a project.?

School Closures/Leasing

48. In January 2001, the BOC questioned the prudence of using bond funds to modernize
schools that might be closed in the future due to declining enroliment.

49. In June 2004, Natural Bridges and Branciforte Elementary schools closed.
Branciforte became a campus for small district alternative schools. Natural Bridges
is leased by Pacific Collegiate, a charter school that is funded by the state. This site
is not being used as part of Santa Cruz City Schools. Proposition 39 obligates the
district to provide a certain amount of space rent free since sixty percent of the
students come from within SCCS boundaries. Pacific Collegiate leases space for the
forty percent of the students from outside the district. The district also leases space to
another school, Carden El Encanto, at the former Loma Prieta High School site.
Lease funds go into the general fund. Following is a summary of the current and
projected lease income for these two sites:*’

LEASE REVENUES
04-05 05-06 06-07 07-08 08-09
Natural Bridges $68,000 |  $83,232 $84,897 $86,595 |  $88,326
Loma Prieta $140,000 | $165,000 | $200,000 | $228,400 | $275,500
$208,000 | $248,232 | $284,897 | $314,995 | $363,826

Table 5. Santa Cruz City Schools Lease Revenues, 2004-2009.

50. In August 2004, a citizen who attended two BOC meetings expressed concern about
bond funds that had been used on schools that were later closed. The citizen felt that
the lease money from those schools should be used to reduce the bond debt.

51. District administrative staff reported to the BOC committee that legal counsel said it
was not illegal to lease out the renovated schools and not use the revenues to defray

% California Department of General Services, Division of the State Architect, Project Inspector
Qualification Record, DSA-5, revised, March 27, 2003.
2" Agenda Packet, Santa Cruz City Schools, Bond Oversight Committee Meeting, November 18, 2004.
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the debt. The BOC approved a motion to not recommend using lease revenues to
retire bond debt.

District Office Relocation/Renovation

52.

53.

54,

55.

56.

Even after Natural Bridges and Branciforte elementary schools had been closed, and
the four alternative schools on three sites were moved to the former Branciforte
Elementary campus, the district still needed to reduce overhead and save operating
expenses due to declining enrollment. The district offices on Mission Street were
sold, and ten classrooms at Soquel High School were chosen to serve as
administrative offices (Soquel High School’s enrollment dropped from 1693 students
in 1998 to 1234 students in 2005-06). The Adult Education Office, the Purchasing
Department, and District Warehouse were moved to Palm Street. The Workability
Program and Food Services Office were moved to DeLaveaga Elementary School.

Classrooms identified to house the district offices at Soquel High had already been
remodeled using bond funds. At least an additional $460,537 in bond money was
spent for the district office remodel.

At its April 9, 2003 meeting, the SCCS Board approved the use of up to $1 million in
bond funds for district office relocation and improvements. In its advisory capacity,
the BOC did not recommend this action.

To date, at least $1,285,486 of bond project money has been spent on district office
and adult education relocation. This total includes $274,424 for change orders, or
twenty-seven (27%) of the original contract amount of $1,011,062.

A BOC member called the use of bond money for offices “not ethical,” and stated
that the district could use anticipated redevelopment revenue to pay for the
classroom conversions and other relocation projects. “There was a promise (the bond
money) would never be used for administrative costs. It was to improve the student
environment, not the district office environment.”?

Oversight/Public Communication

57,

58.

59.

The BOC has been meeting bi-monthly since 1998. These meetings are open to the
public. Minutes and any reports released are public information. Meetings are held at
Soquel High School, Room 312. Oversight committee members stated that meeting
notices are posted at school sites and the district office.

In 1998, a bond web page was developed with links to each school site providing
regular updates on bond-related issues.

In June 1999, the communications sub-committee of the BOC worked on placing
bond-related information on the SCCS web page. Signs relating to bond projects
were designed for placement at the school sites.

%8 Santa Cruz Sentinel, “Moving costs stir school-bond debate,” May 29, 2003.
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On August 26, 1999, the BOC stated that the Board of Education, Bond Oversight
Committee, and district administration should work jointly to create a public
relations program and method of presentation for each school site, the press, and the
public in general.

District staff and BOC members were interviewed for “Community Express,” a
Community Television of Santa Cruz show. The show aired four times in Fall 1999
and outlined the school bond issues and future project plans.

A brochure “The Road to Renovation” detailed the status of Measure E and H
projects and was distributed to parents from the school sites and mailed to
households within the district in May 2000. This brochure indicated there would be
ongoing communication to keep the public aware of progress and improvements.

In July 2000, a Board of Education member noted that the district’s web site was in
need of updating.

The Grand Jury observed that as late as October 17, 2005, there was a “Bond
Projects” section on the Santa Cruz City Schools web site. Information was out of
date; the last update had been posted in 2001. By February of 2006, that section of
the web site was no longer accessible, and posts “Forbidden: You don’t have
permission to access ... (this site) on this server.”

When asked about the inaccessibility of the web site, district staff responded that the
webmaster worked one half-day per week and that there were no resources in the
district to put more effort into the web site.

Strategic Construction Management publishes SCCS site construction newsletters on
its web site. Newsletters for completed bond projects include construction budget
summaries, schedules, and architect, inspector, and contractor information. Web site
summaries of current projects have none of this information.?

The construction budget summaries for “Completed Projects” on the Strategic
Construction Management web site do not match the figures printed on the Santa
Cruz City Schools Bond Project, Status of Project Closeout, May10, 2006. The
Strategic Construction Management web site is the only one displaying information
on the SCCS bond construction projects.

According to district administrative staff, by the end of summer 2006, ninety-eight
percent (98%) of bond funds will be spent. The BOC’s final meeting is scheduled for
November 2006. If there is any money left over, district staff will oversee
expenditures. Construction projects could extend into Spring 2007.

Strategic Construction Management will be paid $34,500 to produce a Bond Projects
Report. This fee is included in their July 1, 2006 to December 31, 2006 contract
extension.

% Strategic Construction Management, http://strategic-cm.com/main/santacruzcityschools.htm.

The Dollars and Sense Don’t Add Up: Page 1-19
Bond Measures E and H,
Santa Cruz City Schools



2005-2006 Santa Cruz County Grand Jury Final Report

70. Atits May 18, 2006 meeting, the BOC reviewed options for its final committee
report which may be in the form of newspaper ads or inserts, postcards, a newsletter,
a twenty-four page report, or a video.

Conclusions

Bonds E and H

1. Measure E, Series A, B, and C bond sales exceeded the voter-approved amount of
$28 million by $98,115.65. The $28 million cap was exceeded a second time when
the Measure E, Series A and B bonds were refinanced, this time by $383,115.65.

2. A savings of over $3 million in interest is projected due to the refinancing of the
Elementary and High School Bonds, Series A and B that were sold for $4,280,000
million more than the principal remaining. Although interest was decreased, the total
debt was increased. The purpose of the refinancing appears to be to extract more
funds and not to lower property taxes.

3. The 2005 refinancing of the Elementary and High School Bonds is not shown on the
SCCS Bond Projects Budget, Report from July 1, 1998 to April 30, 2006. Voters are
entitled to full disclosure regarding all bond details.

4. Contrary to the language of the Voter Information Pamphlet, the bond terms of both
the Elementary and High School bonds are greater than twenty-five years.

5. Property owners in the Santa Cruz City Schools District are paying a higher
percentage of their property taxes to repay bonds E and H in the 2005-2006 tax year
than they paid in the 2004-2005 tax year. To date, the decreased bond interest rates
have not reduced property taxes.

6. Over the next twenty-three years, property tax deposits will earn interest that could be
used to reduce bond debt.

7. The SCCS District has exceeded its fiscal authority granted in Measures E and H by
selling bonds for more than the voter-approved limit. By so doing, it could make it
more difficult for voters to approve future bond projects.

Project Management

8. As of April 30, 2006, expenses for architects/engineers, and construction
management total sixteen percent (16%) of the total bond project expenditures, or
over $18 million.

9. The district did not have personnel on staff with adequate construction knowledge to
manage large construction projects.

10. The district could not find an efficient and cost-effective method of construction
program management. There were many layers of construction supervision and
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coordination paid for with bond dollars: general contractors, architects, Strategic
Construction Management, and the district’s Construction Program Coordinator.

11. Originally, the Strategic Construction Management contract was for $1.2 million and
all projects were to be completed by December 2004. By the end of 2006, payments
to Strategic Construction Management will reach nearly $3 million, and projects are
still continuing.

12. Additional payments were made to Strategic Construction Management for moving
services that were part of their original contract with SCCS for which a fixed-price
bid had been submitted.

13. Total bond project construction management fees from 1998 to present appear
excessive, and will top $7 million before the end of 2006.

14. The bidding process for the Construction Program Manager was not conducted
according to Public Contract Code Procedures. Bid documentation is not available
from the district to determine whether the lowest bidder was accepted; and
documentation that the bids were opened in public as mandated by the Public
Contract Code has not been made available by the district.

Bidding
15. When the board voted to no longer require re-bidding projects that surpassed the ten
percent change order threshold, it removed the cap on change orders.

16. A contractor should not have been considered “responsible” if that contractor’s
previous jobs had excessive change orders and if court action was necessary.

17. When projects were bid with alternates, this allowed contractors to manipulate the
system by giving a low bid or zero on alternates, thereby allowing a contractor to
submit the lowest bid. The bid would not necessarily be awarded to a responsible
bidder.

Change Orders

18. The SCCS Bond Project, Status of Project Closeout, May 10, 2006 is incomplete;
therefore, a true assessment of costs and overruns cannot easily be made.

19. The amount of change orders appears excessive. This could be due, in part, to the
removal of the ten percent (10%) cap requiring project re-bidding.

20. There was no financial incentive for contractors and architects to keep change orders
to a minimum.

Division of the State Architect Oversight

21. The Architects of Record have not fulfilled their responsibilities to secure project
closeout and certification by the DSA.
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22. District administrative staff has not seen the projects through to closeout by insisting
that the Architects of Record submit all closeout documentation.

23. The district, architect, and engineer failed to file DSA Form-5 before IORs started
project 01-103363 as required by the California Code of Regulations.

24. 10R documentation for project 01-103363 is incomplete and shows a gap of eighteen
days with no IOR site notations or reports. It is a violation of the California Code of
Regulations for a project to proceed without an I0OR.

25. Since district and DSA documentation of IOR assignments and dates do not match,
the Grand Jury was unable to determine whether projects progressed without an
assigned IOR, or without a DSA-approved IOR.

School Closures/Leasing

26. Although bond funds were used to renovate the Natural Bridges and Loma Prieta
sites, lease revenues have not been used to repay bond debt.

District Office Relocation/Renovation

27. Despite the fact that the Voter Information Pamphlet arguments in favor of the bond
measures clearly stated that bond funds were not to be used for administrative offices,
the SCCS Board used bond funds for this purpose.

28. The SCCS Board ignored BOC recommendations not to use bond funds for district
office renovations and relocation.

29. Lack of planning resulted in wasted money at Soquel High when ten classrooms that
had already undergone renovation and modernization were remodeled for district
offices.

30. The SCCS District spent more than $1.2 million on district office renovations and
relocations. The district inappropriately approved $1 million for this purpose; no bond
money should have been used.

Oversight/Public Communication

31. The BOC is scheduled to disband in November 2006. Projects may continue until at
least Spring 2007, and there will be no BOC oversight. Bonds were passed under the
assumption that an oversight committee would be in place for the duration of the
projects.

32. The district has not maintained the bond project information on its web site. This
could have been a valuable means of providing ongoing, up-to-date public
information on the bond projects.

33. Over the last eight years, there has been no ongoing form of public communication
with district residents regarding the bond projects. Efforts made, such as starting a
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web page, being interviewed for Santa Cruz Community Television, and producing a
brochure, all took place between 1998-2000.

34. As of this late date, the BOC has not yet determined the format and scope of its final

report. The Grand Jury gquestions whether this will give the BOC time to prepare a
comprehensive report.

35. Paying Strategic Construction Management $34,500 to help prepare a final report

detailing the bond projects could result in a loss of objectivity and detail in evaluating
the projects’ successes and failures.

Recommendations

1.

The Grand Jury recommends that the Santa Cruz County Auditor initiate an outside,
independent audit to scrutinize the bond sales and refinancing, and expenditure of
bond funds. If there was surplus cash gained from the refinancing, it should be
accounted for and used to reduce the bond debt.

An outside, independent performance audit should be conducted to analyze, assess,
and report on the Santa Cruz City Schools District’s operational and construction
management policies, procedures, and practices regarding Bond Measures E and H.
Investigation as to whether all California Code of Regulations, Title 24 standards
were followed should be included.

The SCCS District should insist that the architects submit all documents related to
completed bond projects under DSA supervision so the projects can be certified and
closed out. Architect fees should be withheld until DSA certification is complete.

For future major construction projects, the SCCS District should consider hiring an
experienced, qualified construction project manager or team as a limited-term district
employee(s). This would cost less than hiring a construction management firm.

The SCCS District should replace the funds used for District Office relocation and
renovation to reduce bond debt.

The SCCS District should use lease revenues and interest on future property tax
collections to reduce the bond debt.

The SCCS District should provide a complete bond projects budget document that
includes bond refinancing details.

The SCCS District should provide a complete bond projects closeout document
detailing all bond construction projects.

Future construction projects should be awarded to the contractor submitting the
lowest base bid. Alternates should be bid separately.

The Dollars and Sense Don’t Add Up: Page 1 - 23
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10.

11.

12.

13.
14.

For future construction projects, the contractors hired should adhere to the ten-percent
cap on change orders previously in effect.

The SCCS District should provide an objective summary and analysis of bond
projects from beginning to end. This should include project details, budget, and
completion dates; financial accounting; analysis of successes and failures; and
suggestions for improvement for any future bond or construction projects.

The SCCS District should make sure its web site is comprehensive and updated
frequently. The final bond projects report and analysis should be posted on that web
site.

The BOC should continue to operate until all bond projects are completed.

District support staff is to be commended for its helpfulness, promptness, and
courtesy when providing requested documentation.

Responses Required

Entity Findings | Recommendations Respond
Within

Santa Cruz City 2-12, 14, 15,
Schools Board of 19, 20, 23, 24, 90 Days
Trustees 27-29, 31, 32, 1-13 (October 1, 2006)

34-44, 46, 47,

51, 53-56, 64-

70

Santa Cruz County 60 Days
Auditor/Controller 1-15 1 (September 1, 2006)
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Santa Cruz City Schools, Board of Education for the Elementary and Secondary Districts
Minutes:

May 12, 1999. February 28, 2001.
May 26, 1999. March 14, 2001.
June 9, 1999. March 28, 2001.
June 28, 1999. April 25, 2001.
July 14, 1999. May 9, 2001.
August 11, 1999. May 23, 2001.
August 18, 1999. June 6, 2001.
August 25, 1999. June 27, 2001.
September 8, 1999. July 11, 2001.

September 22, 1999.
October 13, 1999.
October 27, 1999.
November 17, 1999.
December 8, 1999.
January 12, 2000.
January 26, 2000.
February 9, 2000.
February 23, 2000.
March 15, 2000.
March 29, 2000.

August 8, 2001.
August 22, 2001.

September 12, 2001.
September 26, 2001.

October 24, 2001.
November 7, 2001.

November 28, 2001.

December 5, 2001.

December 19, 2001.

January 16, 2002.
January 23, 2002.

April 13, 2000. January 30, 2002.
April 26, 2000. February 13, 2002.
May 10, 2000. February 20, 2002.
May 24, 2000. March 13, 2002.
June 7, 2000. March 27, 2002.
June 28, 2000. April 17, 2002.
July 12, 2000. May 8, 2002.
August 3, 2000. May 22, 2002.
August 16, 2000. June 6, 2002.
September 6, 2000. July 9, 2002.

September 20, 2000.
October 11, 2000.
October 25, 2000.
November 8, 2000.
November 29, 2000.
December 13, 2000.
January 17, 2001.
January 31, 2001.
February 6, 2001.
February 14, 2001.

August 14, 2002.
August 28, 2002.

September 11, 2002.
September 25, 2002.

October 2, 2002.
October 9, 2002.
October 23, 2002.
November 6, 2002.

November 13, 2002.
November 20, 2002.
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December 11, 2002.
January 15, 2003.
January 29, 2003.
February 11, 2003.
February 12, 2003.
February 26, 2003.
March 5, 2003.
March 12, 2003.
March 26, 2003.
April 9, 2003.
April 30, 2003.
May 9, 2003.

May 14, 2003.
June 25, 2003.
July 23, 2003.
August 6, 2003.
August 27, 2003.

September 10, 2003.
September 24, 2003.

October 8, 2003.
October 22, 2003.
November 5, 2003.

November 10, 2003.

December 10, 2003.
January 14, 2004,
January 28, 2004,
February 11, 2004.
February 25, 2004.
March 10, 2004.
March 24, 2004.
April 21, 2004.
May 5, 2004.

May 12, 2004.
May 26, 2004.
June 9, 2004.

June 16, 2004.
June 29, 2004.
August 11, 2004.
August 21, 2004.
September 8, 2004.

September 22, 2004.

October 13, 2004.
October 27, 2004.

November 10, 2004.

December 15, 2004.

2005-2006 Santa Cruz County Grand Jury Final Report

January 12, 2005.
February 9, 2005.
February 23, 2005.
March 9, 2005.
April 13, 2005.
April 20, 2005.
April 27, 2005.
May 25, 2005.

June 8, 2005.

June 20, 2005.

July 27, 2005.
August 10, 2005.
August 24, 2005.
September 14, 2005.
September 28, 2005.
October 10, 2005.
October 26, 2005.
November 21, 2005.
December 14, 2005.
January 9, 2006.
January 25, 2006.
February 8, 2006.
February 22, 2006.
March 8, 2006.
March 22, 2006.
April 19, 2006.
April 26, 2006.
May 10, 2006.
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Santa Cruz City Schools Bond Oversight Committee Meeting Minutes:

May 16, 1998.

June 25, 1998.

July 20, 1998.
September 30, 1998.
December 10, 1998.
January 21, 1999.
March 4, 19909.
April 22, 1999.

June 24, 1999.
August 26, 1999 (agenda packet).
September 30, 1999.
October 28, 1999.

January 27, 2000 (agenda packet).

March 30, 2000.

May 18, 2000.

May 18, 2000 (revised).
June 22, 2000.

June 22, 2000 (revised).
July 20, 2000.

July 20, 2000 (revised).
September 21, 2000.
October 19, 2000.
November 16, 2000.
January 18, 2001.
March 22, 2001.

May 17, 2001.

July 19, 2001.
September 20, 2001.
October 11, 2001.
October 23, 2001.
November 15, 2001.
November 29, 2001.
December 5, 2001.

January 17, 2002.

March 21, 2002.

May 16, 2002.

July 11, 2002.

September 12, 2002.

September 19, 2002.

October 2, 2002.

November 21, 2002.

January 23, 2003.

March 20, 2003.

May 22, 2003.

June 12, 2003.

July 10, 2003.

September 18, 2003.

November 13, 2003.

November 20, 2003.

January 22, 2004.

March 19, 2004.

May 20, 2004.

August 5, 2004 (agenda packet).
September 16, 2004.

November 4, 2004.

November 18, 2004 (agenda packet).
January 20, 2005.

March 15, 2005.

April 7, 2005.

May 19, 2005.

July 21, 2005.

September 22, 2005.

November 17, 2005 (agenda packet).
January 19, 2006 (agenda packet).
March 16, 2006 (agenda packet).
May 18, 2006 (agenda packet).

Santa Cruz City School District Bond Projects Status Reports:

November 17, 1999.
February 9, 2000.
April 13, 2000.
May 24, 2000.
August 2, 2000.
September 6, 2000.
October 11, 2000.
March 28, 2001.

The Dollars and Sense Don’t Add Up:

Bond Measures E and H,
Santa Cruz City Schools

Page 1 - 27



2005-2006 Santa Cruz County Grand Jury Final Report

April 25, 2001.
August 8, 2001.
October 10, 2001.
October 24, 2001.
November 7, 2001.
November 28, 2001.
March 27, 2002.
May 22, 2002.
August 14, 2002.
September 25, 2002.
December 11, 2002.
February 12, 2003.
March 26, 2003.
May 28, 2003.
August 6, 2003.
September 24, 2003.
December 10, 2003.
February 11, 2004.
March 24, 2004.
June 16, 2004.
September 22, 2004.
January 26, 2005.
April 13, 2005.

May 25, 2005.

July 27, 2005.
September 28, 2005.
January 25, 2006.
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Appendix D - County of Santa Cruz Sample Ballot and Voter _
Information Pamphlet for Special School District
Election, Tuesday, April 14, 1998

S A N T A C R U Z T T .

SPECIAL SCHOOL
DISTRICT ELECTION

TUESDAY, APRIL 14, 1998

F_})U = fﬁ@ﬂu )H\E . Wap

& Voter Information Pamphlet e’ 22lin
geq

:.Z;;.:'_SAVE TIME AT THE PDI.LS

e }'Dur Ehmces in ﬁ"'ﬁ 53~"“P|E Ea!lnt and take |1 tl"?“r '
. polling"place for rEfEren.-;e ik 40,

o -"ﬁ:-ur polllng pla{:e |DEEItIDﬂ ]s. shuwn on the bal:k:’mver *:' ':fﬁb oy

t"-ﬁ .lf possible, vote in the" mnd—mcrrmn or mid- aﬂErnunn
.hl:-urs T‘m; will help shorten lines during the evenmg I_‘gsl;i}} ot W

e Polls are qpen from 7-a. rn to ﬂ p.m. A ¥

QOR VOTE B‘i’ MAIL APPLICATION ON' BACK

_,»‘

IMPORTANT NOTICE / AVISO IMPORTANTE

This Sample Ballot is In English only. A Spanish transiation of ballot measures is avallable
by calling the Elections Department at 454-2060.

Esta Muestra de Balola solamente estd en inglés. Se puede obtener una traduccibn en
espafiol de las medidas de fa balota por llamar al Departamento da Elecclones a 454-2060.

FUR VOTER'S INFORMATION,
& ELECTION MNIGHT RESULTS ON THE INTERNET:

_"[COUNTY OF
T “-\

: if -
f"}@ |
£§;§E

Ly A




ARGUMENT IN FAVOR OF MEASURE E

Many ol Sanla Cruz's schools pra-date ‘World War Il Measures E
and{l BrE ow commurity's chanca 1o make badly neaded repairs ta
fhesae rapidy deteriarsting schoals. Mast impecantly, all maney raised
by 1hasd measutes stays here in aur communiy.

Crearcrawding, leaking rocls and inadaguale heating hirder leaming
In many classreams. Toe many of aur schools dasporately nead safety
radifications 1o prevent injury in eanhguakes or fires. Upgradas ta
sehionl bathresms ard bellers are neaded immediatety, as is the
cantnuad removal of asbestas,

Passage of Mazsuras E ard H will improve the quality of leaming
in clessrooms by u.-:nurrlrm:l-:lal:lngl the class size reduction effor
currantly underway, It will also bring schools uwp to modem safaty
codas, and make dassmoms sultable far computers.

The amaoum! paid by the awarage homedawner undar each maasura would
b unediar 13 cenls par day, & small price 1o pay for rﬂtﬂr:ﬁr-;lzﬂ'-a salety
ol our children end improving the quality of thair education. Passaga ol
thase measures can genarale millions of additienal dellars In state
matching funds, ard all funds must be used for classroom Irgrowemans,
By law, absolutely none of the funds raised by these ballot measures
can be used for administrative salarbes, offlces, or operating
expenses. All of the funds ralsed by these measures will stay in
our lecal community and will ba used to fix our schools,

An owersighl committae of community and business reprasentallvos
will mnsure that mr{ dollar Is spent eflectively ard aﬁgm riniety on
prajects that direelly impact the quality ef learming in 1 raams,
With this responsila invasimenl, we will help quarantes a safe and
excallant aducation for generations of chikran 1o come,

Please join Congressman Far, Senalor McPhersan, Assemilymamber

Keeley, local teachers, busingss leaders and parents In suppoding
Maazwres E and H o April 14th,

& EllanScaty

Santa Cruz City Schedl Taacher
& Stoven R. Balchar

Chiel of Police
& Ann E. McCrow

Parent, Harbor High Site Coungll

& Daniel Mane Aljandraz
Diracior
Santa Cruz Bamios Unidos
& Chares Canlield -
Presidant
Sane Gruz Seaside Co,

REBUTTAL TO ARGUMENT N FAYOR OF WEASURE E
JUST SAY HOU

['s ofien been said thal a focl and his money are saon pated; wa
have 1o ask ourselwes i wie ane foals,

When is tha last fime you saw A bond |ssue on the ballel Lo raise
ublic emgloyees' salanes or benaflits and or to bulld cushy facllities

!I:nr adminisirelors? The answer is neverll Tha reasan for s |s that

our elected officials ind money for what they desm imporiant and

float bends and or levy additional fees and assessmants 1o make us

y extra for what they don't, They know that we all have & solt spat

n our hears for chikiran and schools which makes s an oonsy mork

for sohoal bonds. On the ather hand, we probably wouldn't approve

a bond (ssua fo ba used to Increase publie employes salaries or

bonefs o to build cushy Facilities [Ta] Majahal) for administratons,

Dogsn’l it saam ludicrous That the cily schoels would buld themsalvas

8 T:J Majahal and spend over $300,000 to hold & spacial elaclion

for Measura E ard Measure H jusl seven waaks prior 1o the regulardy

schaduled wp coming June primary eleciion,

90 once aguin.,

JUST SAY HON

WOT TO EDUCATIONI

NOT TO KIDSI|

SAY NO TO IRFESPONSIBLE SPENDING!

VOTE NO ON MEASURE E (AKD ALS0 VOTE NO OMMEASURE H)

Commitiee Against Measura E &l Wernon O, Bahr Ji.
I_BJ' Caralyn Buseahar, Chalrman Businassman

iR i

ARGUNENT AGAINST MEASURE E
YOTE MO ON MEASURE E
JUST SAY NOLI
NOT TO EDUCATIONI
HOT TO KIDS!
SAY WO TO IRRESPONSIBLE SPENDINGI|

Dasplie massive infusicns o cagh inta tha edusational system since
propositian 13 (due 1o as;:alalinﬁ peapesty valies ovar the past 20
years) our schools are warga aff han awer. Facililbas ara rundown
and we'te prodicing kids that can't read or writa,

What should be up ks down and what should be down |3 up.
Schoal revenues are up. Education 1s down, Scheol Revenues
are Up, School facilities are run down, Conlractors and developers
school impact fees are up. School Facliities are run down.
Redevelopment Agency revenues are up at the expense of
revenuas that should go to schools.

There will mever be enaugh mﬁarm gohools AS long as we the
taxpayers conlinue bo-be desp pockats, Thara will naver ba enou
maniy for sehooks until we the taxpayers demand fiscal respens]

o our schaals, - #

50, JUST SAY NOU

WOT TO KIDSI!

HOT TO EDUCATIONIL

SAY NO TO IRRESPONSIBLE SPENDING|

¥OTE MO OM MEASURE E AND ALSO ON MEASURE H

Commitias Against Measura E - & Yarmon G, Bohr Jr.
&f-Carolyn Busenhart, Cllalrrpan Businessman

" REBUTTAL TO ARGUMENT AGAINST MEASURE E

A qualily education s ena of the mast impartant Gits cur community
can basiow on cur children, Can wa-aford not bo repalr laaky rools
ard substandand conditions b0 owr schools? Aro we willing 1o show
aur childran we cara anowgh aboud thalr fulure o provide tham with
safe, up-to-date, and uncrowdad classrooms? Funds from Measure E
are vite| 1o ensure sale and modarm schoals!

Fact: Test scorks show hat the instruction cur studanis recaive
prepards tham wall for the real workd®. In fact Expansion i
magazine recently vanked Santa Cruz City Schaols Bt @ Gold Medal
th.s?nct Passage of Maasure E will enhance sludents’ education even
further, by providing the decent clessrosms thay need,

Fact: California ranks 41st nationdlly w p-erml axpanditures far
K-12 aducation, The Santa Gz City School District 15 in the battam
thiird of districls In per-student income received ftom the stats,
Fact: Many of our schaols pre-date Warld War I, having survived
warthguakes and decades of weatyar, Now our schools are indesperate
reid of repairs 1o ensure our children's safely is not in jeapardy.
Fact: By law, Maazura E lunds must beused 1or school repairs, nob
adminisirative salarias or operating expanses. 1 would taka 100 years
1o fund the improvements we need frem the developer faas currantly
paid to the distric.

Mosi importantly, every dollar from Measure E will slay In owr
lacal communily to i our aging schools.

Plaase join ua in suppering Maasure E.
s Mary Beih Campbell s Calla Scolt

Santa Cruz Clity Council Meyor, Sarda Gruz Gity Gounclg
Harbar High English Taacher

AdARns

LU TRV




SANTA CRUZ CITY ELEMENTARY SCHOOL DISTRICT

Te rehabiitale elementary sehocts, including replacing in-

ndaguate elactrical, b:p1umtfing and heating systems; comgly-
ing with fre, earthquoke, health, salety and accessibility
standards; rencvading, constructing and medernizing classrooms,
restrooms ard ciher schoct facility improvemanis [nat far admin-
Istrator salades), with expendiiures monitored by a community
oversight commites, shall the Sara Cruz City Elomentary Schoal
Digtrict lssue bonds o an amounl nal be excesd 523 million, al

an interest rate within legal limits, with all proceeds spent fo
benafil local children?

IMPARTIAL ANALYSIS BY COUNTY COLUMNSEL
MEASURE E

i aﬂprmd by ol least two-thirds of thoss woling, this maasure will
gurrn up te EEE.UD{I,MU of bonds to be issued on behall of the

anta Cruz Elemantary School Disirict, Thess bonds would constitufe
a debt of the Distrhct i

The monay raized through sale of the bonds could be usad by the
Gchoal Disiriet to rahabilitate samentary schools, Including replacin
inadequate electrical, plumbing and haating svstems, frigg w
fire, earihquake, health, safety and eccessibiliy standards, and
renovating, consiructing and modermizing classreoms, restrooms and
other school facllity mprovaments.

Under currant Califarnia law, the ferm of the bonds cannot excasd
twenty-five yaars, The interest pald on the bonds canned exceed o
rate et by siate law,

Paymant of mlares! on the bands [and principal, when applicabls
mr;l“ha financed by & lax lavied an real property within the Schoa
District. The Tax Rata Statement lor Measure E which is printed in
this bafiol pamphilet provides infarmation abaut that tax, as required
EH lew. The precise eftect of the bords upon the praperty tax rals

thin the District would only be determined after sale of bronds.

A *yes” vole on Measure E Is a vole 1o approve the bonds described
above. A “no® wole on Measure E s o vole agains! approving
those bonds,

Dated: January 26, 1608

DWIGHT L. HERR, COUNTY COUNSEL
Byl Jane M, Scob
Assistant County Counsel

TAX RATE STATEWMENT
BOND MEASURE E

As shawn in the enclosed sampls ballot, an election will be hetd in
the Sarda Cruz City Elmentary School District of Sarta Gz County
to autharize fhe sale of 526,000,000 in general obbgaton bonds,

In compliance with Elactions Code Section 9400-8404, the following
inforrnation is submited:

1. The best estmate of tha 1ax rele which would be required fo
fund the abave bond Issue duringh’rha firsd fizcal yaar afer the
sale af the first sedes of bonds, based on estimated assessed
valuations available a1 the tima of filing of this stalemand, is $0.007
per §100 assassed valuatian in fiscal year 1098-1959,

2, The best estimate ¢f the iax rate which would be required 1o
{und 1his bond issue during the first fiscal year after iha sale of
the last seres of bonds, based on estimaled assessed valuakions
avallable a1 the time of filing of this stalement, s $0.040 por
$100 essessad valuation In flscal year 2003-2004.

3. The best astimata of the highest lax rale which would be raguired
te fumd thie bond issee, based on estimaled assessed valuations
available ab the tme of filing of this statemand, 13 $0.043 par
$100 assessed valuation In liscal yaar 2004-2005,

Thage !Praa &g based on projections and estimatas onfy and are

nat binding upen the District, The actual fiming of the sale of bonds

and the ameunt sold a1 any given lime will ba tha noeds

of M District, the debt limit at the time of sale, he condition of the
bond market and other lactors, The actual fulwa essessed values

will depand upon the emownt and value of faxabla W within

the DEerlctaadatannlnadhﬁm assasamenl and equalization process,

The actual tax rates and the years in which Iy will apply may vary
from those presenlly estimated, i

s/ Aoy G, Welson, Superintendent
Ganla Cruz City Elementary Scheal Distriet

L
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. VOTER'S PAMPHLET

n to the'_prupused law are the opinions of the authors.

ARGUMENT PN FAVOR OF MEASURE H

Wany of Santa Cruz's schoods pra-data Workd War (1. Measures E
and H are our community's charse 1o make badly naeded mepais to
thesa rapsdly detariorating schools, Mosl impartantly, &)l monay raised
by thasa measures siays hare i oour commieity.

Ovarcrawding, |eaking roafs and inadequate heating hinder leaming
in many classrooms, Tao many af eur scheals desparataly nasd safaty
madifications fo pravenl Injury 0 eanhguakas or fires, Upagrades ta
school bathroams and bollers are neeced immediately, as is the
continuad ramoval af asbestos,

Fassage ol Measuras E ard H will imprave tha quality of leaming
in classrooms by accommadating the class size reduction efort
currantly undersay, |t will also bfm? schoals wp ta madern safaty
codas, and make classraoms suilable for compulers,

The amouri paid by 1he average homeacsner undar each measure waoukd
be wnder 13 cents par day, & small pice to pay for mlacﬁngplha- safaly
of cur children and impeoving the quality of their ecucation, Passage of
these messuraes can arate mions of addittonal daollars in siale
matching furds, and ol funds must ba used bor dassraom imorovaments,

By law, absolutely none of the lunds raksed by hese ballot measures
gan be used for admipistrative salarles, offices, or operaling
expenses. All of the lunds raised by these measures will stay In
our bocal community and will be used to fix our schools.

An oversighl commilles of communily and businasa representatives
will ansure that every dollar is spent elfectively and appropriatety on
prajecis that directly impact the quality of leaming In classrooms,
With this responsia investmand, we will help guarantes a safa and
excallant education for genaratans o childran 1o coma.

Fleass join Congreaaman Farr, Senator MePherson, Assamblymemicar

Keabay, kecal leachers, businass keaders and parents In supparting
Maasures E and H on April 146,

s Don Maxwell af Mark Tracy
President Grealar Santa Cruz Santa Cruz County Sheriff
Fedaration of Teachars! &/ Tema Thomas
Art Teacher Harsar HS. Sogual High Scheal

= Hancy Litvak ParentVolunieer

Santa Cruz High School Librardan
& Goorge Ow, Jr, Business Owner, Land Davaloper

REBUTTAL TO ARGUMENT IN FAVOR OF MEASURE H
JUST SAY NON

'8 afien boen =aid that a fool and his money are soan parted; we
have 1o ask oursolves il wa are fols.

When is tha last fime Tuu saw & bond Essue on the ballat 1o raise
fubht: amployees' salaries or benefiis and or to build cushy acilities
or admingstratorsT The answer is naver!]l Tha reasan for this is thal
cur elected officials find maney far what they deem important and
fioat bands and or levy additional fees and assessmants to make us
y exira for what they doa'l. They know that wa all have a sofl spot
n our hearts for childran and schoals which makas us an easy mark
tor school bonds, On the athar hand, we %rﬂhahly wauldn approve
a bond Issuee to be used 1o increase public employes salafas of
benafits of Yo buikd cushy facilifies (Ta] Majahal) far adminisiratars,
Daasn't It seem |wdicrous that the city scheals would build themsehes
a Ta| Majahal and spend aver $300,000 1o hold a spacial election
for Measure E and Measura H just seven wesks priar ta the regularly
schedulad up coming June pamary elestion .
S0 coce again...,,

JUST SAY HON

HOT TO EDUCATIONI

NOT TO KIDS||

SAY HO TO IRRESPOMNSIELE SPEWDING!
YOTE MO ON MEASURE H

Committaa Against kMeasura H

& Wernan . Bahr Jr,
& Carclyn Busanhad, Chairman

Businessman

ARGUMENT AGAINST MEASURE H
WOTE NO ON MEASURE H
JUST SAY NOM
HOT TO EDUCATION!
HOT TO KIDS!

SAY NG TO IRRESPONSIBLE SPENDINGI

Despits massive Infusions of eash inta the educational system since
propasiion 13 (due o |:nsr;131;3tirggf properiy walues ovar the pasi 20
¥ears| gur schools are warse off then ever, FaclHies are rundawin
and wa'rg producing kids thal can't read or wiite.

What should be up ks down and what should he down Is up.
School revenues are up. Education s down. School Revenues
are Up, School faclities are run down, Cantraclors and developars
schoo! Impacl fees are up. School Facllities are run down.
Redevelopmenl Agency revenues are Up al the expense of
revenues thal should go 19 schools,

Thare will navar be enough meney lor scnools &8 long as wa the
taxpayers eontmue b3 be deep pockets, Thare will never ba ana

menay for schools until wa tha taxpayars demand llscal responsibd
of our schoola,

50, JUST 5AYT NOIL

NOT TO KOS

HOT TO EDUCATHON

SAY NO TO IARESPONSIELE SPENDINGI
YOTE MO ON MEASURE H

Commities Against Maasura H
& Canalyn Bueanhart, Chairman

& Yamon G, Bahr Jr.
Businassman

REBUTTAL TO ARGUMENT AGAIMST MEASURE H

& quatily education 15 one of the most impartant gils our cemmumity
can bostow oo pur childeen, Can we affard nat to repalr leaky rocls
and substandard condifions in cur schaals? Are we willing to show
aur children we care enough aboul thes halure 1o provide them with
aafe, up-lo-date, end uncrowded classrooma? Funda from Measure
H are wital 1o ensure zafe and modern schoots!

Fact: Tast amras'ahnmw 1|'|:aatI lhﬁrntjnslmfl:gfn aur sludants mnam
prepares tham wil lof the “real word®. In Fvﬁmlég n
ragazing fecontly ranked Santa Gruz Ei%&%ﬂ%ﬁ a5 a nft?mﬂal
District,  Passage of Measere H will enhance students’ education
evan furthar, by providing the decent classrooms they need.

Fact: California ranks 415l nationally i per-pupll emenditures far
K-12 education. The Santa Gruz City School Distac s in the botbom
third ol districks in per-student income received [rom the slala,
Fact: Many ol our schools pre-date World War 1, havirg survived
earthguakas and decadas of waathar, Mow our schoals are in desparata
need of repais bo ensura ous Ghidion's safely is nol in jeapardy.
Fact: Btr law, Maasure H funds must be u=med for school repairs, not
administrafiva salaries or cperating expenses, @ would taka 100 years
ta fund the improvemants we e
paid 1o the disiic,

Wasl impartantly, every dollar from Measure H will siay in our
local communily to fix our aging schools.

Please |ain us In supporting Megsure H.

&' Raobert Garea & Judy Parsans
Capitola, Gty Cauncl Business Parsen

from the developer foes curranthy

44-508
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SANTA CRUZ CITY HIWGH SCHOOL DISTRICT

Te rehabifitate junior and senior high schools, including re-

placing inadaguate uln:trhu.lﬂlumtmg. heating systems,
complying with fire, earthquake, healih, salely and accessibllity
standands; ranul.rming, canstructing and modemizing classrooms,
riestrooms and ather scheal 1acility improvements (nat for admin-
istraior salaries), with expendiiures monltored by & community
oversight commities, shall e Samta Grux City High School Dis-
trict issue beads in an amaunt not te excesd §58 millien, at an

intarast rade within legal lmits, with &l procasts spent b banetit
kacal children?

TAX RATE STATEMENT
BOND WEASURE H

As shown in the enclosed sample bafad, an election will be held in
the Santa Cruz Ciy High School Distict of Santa Cruz Coundy 1o
authorize the sabe o $58,000,000 In genaral abligation bonds,

In compliance with Elactions Coda Saction 8400 - 8404, the lollowing
Irfarmaticn s submitied:

1. The best estimale of the tax rate which would be required to
fund tha abeve bond ssue during the frst fiscal year afer the
gale of he firg series of bonds, based on estimabed assessad

IMPARTIAL AMALYSIS BY COUNTY COUNSEL
MEASURE H

Il epprovad by at least two-thinds of thase vating, this maasung will

ormit up to B58,000,000 of bends to be kssued on behalf ol the

anta Cruz Gﬂmgh School District, These bands would constitule
a debd of the Dhstrict,

The money ralsed through sale of the bonds coud be used by the
Schoal District to rehabllitate junker ard senkor high schools, incuding
replacing inadeguete elactrical, plumbing and heating systems,
complying with ?Ifa. earthquake, health, salety and accossibility
slandards, and rencvaling, construcling and modemizing classmoms,
regirooms and ather school facility mprovements.

Undar curmant Calffornia law, the lenm of 1he bonds canned exceed
twanty-fiva years. The Interesd paid on the bonds cannol excesd a
mrlamwmﬂ i the bonds (and peincipal, whan applicabl

i I ol nterest on the bonds (an al, &
wum financed by & tax kvied on real properly within :ﬂ:Suhm
Digtrict, The Tax Rate Statemen for Measure H which s printed in
this ballei pamphlet provides imdormation ebout that tax, as required
by kaw, The pracise effect of the bonds wpon the proparty tax rate
wilhin the Districi wauld only be datermined after sale of the bonds.

A "yas" vate on Measure H is & vole to approve the bonds described
above, A "no” vate on Meesure H s a vote againsl approving
thase bands, ;

Dated: Jamuary 26, 1998

OWIGHT L. HERR, COUNTY COLUNSEL
By Jane M. Scott ;

Assistant County Counsel

valuations availablo o1 the tima of filirg of this stalement, ks $0.007
per $100 assessed valuation in fiscal year 1996-1935.

The best estimate of the fax rata which woukd be required to
furd this bond issue during he fiesd fiscal year afer the sale of
the last sesias of bends, based en estimated assessed valuations
avallable at the time af filing of 1his slatement, is $0.040 per
5100 assessed valuatien in fizcal year 2003-2004,

Tha best estimate of the highast tax rate which would ba required
{o fund this bond issue, basad on estimated assessed valuations
availagla at the time of filing of thés staterment, ts $0.043 per
$100 assassed valuation in | yenr 2004-2005,

Tl'ha:;aprd?ufa: are based on prajections and aslimates anly and are
nat bi upon the District, The actual tening of the sale of the
bands anr?tlm amourlt sokl al ary given Hime will be Euwma-t_l by
the noeds of the District, ihe debd limit at the time of sala, the condition
of the bond market and other facters, The aclual fufure assessed
values will depand upon the amount and value of laxabe proparty
within the District as datermined in tha assessmen and equalization
procass, The aciual fax rates and the years In which they will apply
may vary fram those presently estimated,

s Aoy . Melson, Superintendant
Santa Cruz Cily High School District

44-506
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2005-2006 Santa Cruz County Grand Jury Final Report

Watsonville Municipal Airport:
Headed for a Crash?

Synopsis

Watsonville Municipal Airport is a valuable asset to the City of Watsonville and to the
entire County of Santa Cruz. While land-use planning around most airports is
monitored by regional commissions specializing in airport issues, a unique loophole in
California State law permits the Watsonville City Council to serve in this capacity for
the airport. The airport’s existence is now threatened because the city is meeting its
mandated housing goals by planning housing developments in airport safety zones,
which could lead to increased noise complaints and untold liability in the event of an
accident.

The airport is economically valuable to the city, providing steady employment,
business opportunities, a substantial tax base, and drawing business and recreational
visitors. Strategically, the airport is a key asset in low frequency but high impact
disaster relief efforts, as was demonstrated following the Loma Prieta earthquake.
Before any irrevocable decisions are made, the benefits of the airport to the entire
region must be carefully evaluated through the formation of an independent Airport
Land Use Commission. Such a commission will provide an opportunity for community
input and to make impartial land use decisions more frequently to protect this critical
regional resource.

Definitions

ALUC: Airport Land Use Commission

ALUP Handbook: State of California Department of Transportation, Division of
Aeronautics, Airport Land Use Planning Handbook, 2002

AMBAG: Association of Monterey Bay Area Governments; a forum for study of
regional problems of the counties and cities in Monterey, San Benito, and Santa Cruz

APV: Action Pajaro Valley; a consensus-based, nonprofit planning organization based
in Watsonville

Blast pad: a section of asphalt placed at the end of a runway to prevent erosion from
the blast of jet engines or large twin-engine aircraft as they are preparing for takeoff

CalTrans: in this document exclusively refers to State of California Department of
Transportation, Division of Aeronautics

City Council Resolution 00-00: the first two or three digits represent the resolution
number and the second two represent the calendar year, thus -00 is 2000, -99 is 1999.

Watsonville Municipal Airport: Page2-1
Headed for a Crash?
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Crosswind runway: a second airport runway at an angle to the first runway. This
permits aircraft activity when the wind is blowing across the first runway, rather than
parallel to it. At Watsonville Airport, this is Runway 8-26.

Direct economic impact: spending in the local area for goods and services by airport
tenants

FAA: Federal Aviation Administration

Indirect economic impact: the perception that the business community has on the
airport’s impact on local business operations

Induced economic impact: the multiplier effect that results from the re-spending of
the direct impact

LAFCO: Local Agency Formation Commission, governmental entity created by State
law in 1963 to regulate the boundaries of cities and special districts within a county

Low activity runway: a runway with less than 2,000 takeoffs and landings a year. The
ALUP Handbook allows elimination of the outermost Safety Zone 6 (Traffic Pattern
Zone) for a low activity runway.

Measure U: Urban Limit Line and Timing Initiative, City Council of Watsonville,
Resolution, 199-02, presented to the voters in June 2002

OES: Office of Emergency Services

PUC: Public Utilities Commission
Runway 26: southeast end of Runway 8-26
Runway 8: northwest end of Runway 8-26

! Frederick - CalTrans letter to Watsonville, April 21, 2006.

Page 2 - 2 Watsonville Municipal Airport:
Headed for a Crash?
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Figure 1: Runway Designators Each of the two paths of concrete
at Watsonville Airport contains two runways, depending upon the
direction the aircraft is heading when using the runway. The
runway designators (e.g. “8”) refer to the compass direction divided
by 10. Thus, an airplane landing on Runway 8 will approach from
the west (left side of figure) landing near the “8” with a compass
heading of (approximately) 80 degrees. Runway 8-26 refers to the
entire path of concrete, consisting of Runway 8 and Runway 26.

Safety zones: land near the airport where construction of buildings is limited. These
restrictions are mandated by the ALUP Handbook. [See Figure 2.]

Safety Zone 1: Runway Protection Zone

Safety Zone 2: Inner Approach/Departure Zone
Safety Zone 3: Inner Turning Zone

Safety Zone 4: Outer Approach/Departure Zone
Safety Zone 6: Traffic Pattern Zone

Tie-down: parking space for an airplane on the tarmac with facility to allow the
airplane to be literally tied down in place

Urban Limit Line: the boundary for city-provided services

WatsonvilleVISTA 2030: the City of Watsonville’s general plan for housing
development extending to the year 2030. This updated the “Watsonville 2005 General

Plan.”

Watsonville Municipal Airport: Page2 -3
Headed for a Crash?
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lll, showing how Runway 8 Safety Zones overlap Buena Vista Area | and how Zone 4
intrudes into Buena Vista Area Il. (Special thanks to California Department of

Figure 2: Watsonville Municipal Airport Safety Zones and Buena Vista Areas |, Il, and
Transportation, Division of Aeronautics for providing this map.)

Watsonville Municipal Airport:

Page 2 - 4
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Background

The Watsonville Municipal Airport was constructed by the Navy during World War 11
on land purchased by, and incorporated into, the City of Watsonville. In 1947 the
airport was transferred back to the city for $1 provided the land would be used as an
airport in perpetuity. Initial construction consisted of two runways, both built to
military specifications that make them suitable for use by heavy aircraft such as C-130s
and business jets. Two runways are needed to accommodate weather variations. The
primary runway, Runway 2-20, is the longest and can be used ninety-four percent of the
time. The shorter runway, Runway 8-26, can be used ninety-eight percent of the time
and is necessary not only for wind variations, but particularly in summer fog
conditions.

Economic factors that make the airport valuable include revenue from taxes,
businesses, fuel sales, tie-down and hangar rentals, and direct fiscal impact from
itinerant business and pleasure aircraft. Two studies were conducted on the economic
impact of the airport to the City of Watsonville and the region. The first was conducted
by citizens appointed by the City of Watsonville in 1991.% This study found the
Watsonville Airport had an estimated economic impact of more than $19 million
annually to the region. It also presented employment figures of sixty-one jobs at the
airport and 188 induced and indirect jobs, with taxes of $1.4 million, of which $1
million was retained locally. The second study was conducted by AMBAG in 2003 and
estimated that $35 million annually accrued to the region as both direct and induced
income.® The AMBAG study estimated that the indirect economic impact of the airport
on the region could be as high as $600 million a year, with 291 direct jobs, 329 induced
jobs, and 1,030 indirect jobs.

The Watsonville Airport played a vital role in the disaster relief efforts following the
Loma Prieta earthquake. Both four-lane roads into the county were closed due to
earthquake damage, although Highway 17 opened a few days later to limited traffic
while major repairs were carried out. During that time, the airport was the county’s
major conduit for incoming supplies. At present, many state, federal, and local
government entities have aircraft based at the airport for local emergency response.*

Housing development is a priority for the City of Watsonville: 2,283 units were
mandated by AMBAG in its 2002 report on regional housing needs.” State law requires
that adequate sites be identified during the 2002-2007 planning period. These goals
necessitate increasing the Urban Limit Line for the city, which is where conflicting
economic interests come into play. There is strong public support for preserving
agricultural land to the east and west without encroachment by housing. The

Watsonville Airport, Airport Economic Impact Study, p. 3, 1991.

*AMBAG, Airport Economic Impact Study for Monterey, San Benito and Santa Cruz Counties, p. 4,
August 13, 2003.

“Watsonville Airport: Airport Economic Impact Study, June 9, 1991.

*City of Watsonville, Housing Element, chart 4, p. 4-1.

Watsonville Municipal Airport: Page2-5
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compromise negotiated by Action Pajaro Valley includes environmentally sensitive
lands, open space, and relatively undeveloped land around the north side of the airport,
some of which is currently under agricultural use.

The City of Watsonville addressed the land acquisition issue by amending the
“Watsonville 2005General Plan” with Watsonville City Council Resolution 199-02.
This resolution was presented to, and passed by, Watsonville City voters as Measure U
in 2002. The measure outlined several areas for increasing the Urban Limit Line,
including the Buena Vista areas (on the map referred to as phases — see Figure 2)
designated as I, I, and 111, with Area | to be developed first. This area overlaps parts of
the safety zones to the north of Runway 8-26.

Scope

This investigation originated as a survey of California airport runways that had been
closed due to safety issues and noise complaints after housing densities had increased
nearby.

This report examines Watsonville Municipal Airport’s current importance to the entire
county as well as to the City of Watsonville. Federal and state regulations governing
airports were examined, particularly as they pertain to safety requirements around an
airport. City of Watsonville housing plans for areas contiguous to the airport were also
studied.

Sources [see Appendix]

Findings

1. AMBAG has declared that the City of Watsonville must plan for 2,283 new housing
units in the 2000-2007 period.®

2. City Council Resolution 199-02 was the text for Measure U and amended 1994°s
“Watsonville 2005 General Plan” (now replaced by WatsonvilleVISTA 2030) by
extending the city boundaries to include Buena Vista areas I, I1, and I11 as proposed
locations for meeting mandated housing goals.

3. Santa Cruz County’s Local Agency Formation Commission (LAFCO) must
approve any city boundary extensions.

4. Measure U as presented in the pre-election voter information pamphlet reduced the
text of Resolution 199-02 from eighteen (18) pages to a single sentence with a
generic analysis by the City Attorney regarding Urban Limit Lines:

“Shall the City of Watsonville amend the Watsonville 2005 General Plan
thereby imposing certain restrictions on growth, as specified, and restricting

®City of Watsonville Housing Element, chart 4, p. 4-1.

Page 2 -6 Watsonville Municipal Airport:
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later amendments all as provided in the Watsonville Urban Limit Line and
Development Timing Initiative?”

A copy of the full text of Resolution 199-02 was only available upon request.’

A group called the Friends of Buena Vista presented their opposition to Measure U
on the voter’s information pamphlet, but because the area is currently outside the
city limits, none of the residents of the areas to be annexed were able to vote on the
measure.

The Friends of Buena Vista and other entities hired an attorney in 2005 to challenge
the City of Watsonville’s draft environmental impact document regarding
construction in the Buena Vista areas.

Neither City Council Resolution 199-02, nor Measure U, mentioned any possible
impact on the airport nor possible conflicts between housing and the airport, such as
safety and noise pollution.

The Watsonville Air Show is a significant regional event, generating annual
revenue between $500,000 and $3 million.®

Studies show the overall annual economic impact of the airport to the region is a
minimum of $45 million (in 2006 dollars) and could range as high as $600 million
when indirect economic impacts are included.®

Businesses and independent owners from all over the county base their aircraft at
the airport.™

Itinerant aircraft use the airport, bringing business and recreational visitors who add
approximately $9 million a year to the area.™

Watsonville Airport is used in the day-to-day operations of local government
entities including the California Highway Patrol, Civil Air Patrol, Drug
Enforcement Agency, FEMA, the FBI, National Oceanic and Atmospheric
Services, and the Department of Fish and Game.

The Watsonville City Council has discussed the possibility of shortening Runway
8-26. This would limit the number of aircraft that could land there, particularly in
restrictive weather conditions. The Watsonville City Council rejected this option.

One of the guiding principles of Watsonville planners is to “encourage development
patterns that protect and are compatible with agricultural lands”*? which also exist
in the Buena Vista areas I, I, and I11. In addition, these areas are part of aircraft
safety zones. In Buena Vista I, this space includes Safety Zone 1, 2, and 3 (Runway
Protection Zone, Inner Approach Zone, and Inner Turning Zone) for Runway 8.

"City of Watsonville Voter Information Pamphlet, Measure U, 2002.

&www.watsonvilleairport.com; Don French, quoted in Register-Pajaronian, p. 6, June 18, 2005.

*AMBAG Airports Economic Impact Study, p 14, 2003.

WAMBAG Monterey Bay Regional Airport System Plan, Table 2-10, 2005.

“AMBAG Airports Economic Impact Study, p. 12, 2003.

2WatsonvilleVISTA2030.

Watsonville Municipal Airport: Page 2 -7
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15.

16.

17.

18.

19.

20.

21.

22,

23.

24,

Watsonville Airport provided essential logistical support during the Loma Prieta
earthquake disaster relief operation. County emergency planners assume the airport,
if available, will be used again in this capacity during future major disaster relief
operations.

County emergency planners believe that in the event of a massive evacuation, all
highways would be gridlocked with outbound traffic, as happened in Houston
during the 2005 Hurricane Rita evacuation. Should a massive evacuation occur
here, Watsonville Airport will be the only practical means of getting significant
disaster relief assistance into Santa Cruz County.

The airport is not included in the county’s OES planning process. Although it is
acknowledged as an essential facility in the Santa Cruz County Operational Area
Emergency Management Plan, there has been no significant direct contact between
county or city emergency planners and airport personnel regarding the coordination
of emergency efforts.

Runway 8-26 has been used to significantly increase capacity during disaster relief
operations.

Runwa31/38-26 is used in twelve percent (12%) of all takeoffs and landings at the
airport.

Runway 8-26 can be used by all aircraft currently based at the airport. The
importance of the runway to future airport operation is demonstrated by the
improvements planned, such as the blast pads built at each end of the runway to
protect against erosion from heavier aircraft taking off.

Runway 8-26 increases airport availability from ninety-four (94%) to ninety-nine
percent (99%). Crosswind Runway 8-26 is particularly important during adverse
wind and fog conditions** prevalent in the summer. Summer weekends tend to be
the busiest time at the airport.

Runway 8-26 can keep the airport open during maintenance of Runway 2-20 or if
an accident closes 2-20 again.

The proposed densities for Buena Vista I specified in WatsonvilleVISTA 2030 will
result in more households being exposed to the risks of off-airport accidents and
subject to noise pollution.

The Watsonville City Council has eliminated Safety Zone 3 (Inner Turning Zone),
northwest of Runway 8 to justify greater housing density in Buena Vista I.*> This
action has been opposed by Santa Cruz County Second District Supervisor Ellen
Pirie, CalTrans, and others.'®

Bwatsonville Municipal Airport Master Plan, p. 26, 2002.

Y“Watsonville Municipal Airport Master Plan, p. 36, 2002

>City Council Resolution 74-05, p.3 & p. 5
'%pirie letter to Watsonville, May 5, 2006; Frederick - CalTrans letter to Watsonville, April 21, 2006;
agenda packet for Watsonville City Council meeting, May 23, 2006.
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Construction of additional housing northwest of Runway 8-26 will increase the
danger from an off-airport landing. Such an event occurred to aircraft N23039 in
the late 1970’s in the Buena Vista area. At that time, there were no serious
consequences because the aircraft was able to land safely in a plowed field.!’

WatsonvilleVISTA 2030 proposes a school in the Buena Vista Il area within Zone
6 (Traffic Pattern Zone), less than a mile from the northwest end of Runway 8-26.
CalTrans has stated that Watsonville City Council cannot omit school placement
safety investigation requirements within Zone 6.2

Discussion has occurred by attendees at Watsonville City Council meetings
regarding the possibility of shortening Runway 8 to reduce Safety Zones 2 (Inner
Safety Zone) and 4 (Outer Safety Zone).

A shortened runway could raise safety concerns, as was demonstrated when an
aircraft had to abort a takeoff from Runway 8. The extra length of the runway
allowed the aircraft to land safely, just barely within the confines of the airport.'®

Excessive noise is already becoming an issue at the new Pajaro Valley High
School.?

The purpose of an Airport Land Use Commission (ALUC) is “to protect public
health, safety, and welfare by ensuring the orderly expansion of airports and the
adoption of land use measures that minimize the public's exposure to excessive
noise and safety hazards within areas around public airports to the extent that these
areas are not already devoted to incompatible uses.”®* Santa Cruz County is
specifically excepted from requiring the formation of an ALUC by Public Utilities
Code, PUC, Section 21670.1 (e), provided that they follow the requirements of
Section 21670.1 (d)(2) that “height, use, noise, safety, and density criteria that are
compatible with airport operations” are adopted as part of the general plans of the
county and city.?

The Watsonville City Council has been acting in the capacity of an ALUC. Because
it is acting as an ALUC, the Watsonville City Council is mandated by PUC Section
21670.1 (e) to incorporate height, use, noise, safety, and density criteria that are
compatible with airport operations, as described in the ALUP Handbook.

Because Watsonville Airport does not have a separate ALUC, CalTrans often has
not received timely notifications of Watsonville City Council actions, especially
those outside the guidelines of the ALUP Handbook. CalTrans has stated that this
has hampered its ability to offer expert opinions, and has precluded it from timely
oversight of planning decisions.

"Maintenance log of aircraft N23093, January 1, 1976.
'8Frederick - CalTrans letter to Watsonville, April 21, 2006.
“Chauvet, power point presentation to APV, February 25, 2005.
“Frederick - CalTrans letter to Watsonville, April 21, 2006.

2 ALUP Handbook, p 1-1, 2002.

*2California Public Utilities Code 21670.1(e).
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33. Without adequate documentation to support the critical change to this designation,
the Watsonville City Council designated Runway 8 as a low activity runway.?

» Waddel Engineering Corporation provided data in 1994 to the airport showing
that Runway 8-26 carried twelve percent (12%) of all airport traffic, with five
percent (5%) on Runway 8 and seven percent (7%) on Runway 26.%
Watsonville’s City Council Airport Committee reported an adjustment of this
pattern [two percent (2%) on Runway 8 and ten percent (10%) on Runway 26]
based solely on the estimates of the airport manager.?

> Extrapolating from a ten-day airport count, total annual aircraft operations
(takeoffs and landings) were estimated at 120,000 in 1991,%° and were later
estimated at 122,500 annually.?” Two percent (2%) of this number (2,450)
exceeds the guidelines for a low activity threshold (less than 2,000 annual
operations) by twenty-two percent (22%). However, the new estimate is less
than 100,000 aircraft operations annually, again based solely on the estimates
of the airport manager without a published study.

34. Inits April 12, 2005 report, the City Council Airport Committee claims “CalTrans
confirmed that the policies in the ALUP Handbook are intended as guidelines and
that variations in design, configuration and land use compatibility was [sic]
available and within the scope of the City Council.” This authority is used to
eliminate Safety Zone 3 (Inner Turning Zone), thereby overriding housing densities
mandated by the ALUP Handbook.

35. CalTrans has stated that formally designating a runway as low activity does not
justify the elimination of Safety Zone 3.%° Enforcing lower population densities in
Safety Zone 3 by limiting housing construction is intended to reduce the
consequences of an off-airport accident. Safety zones are intended to delineate
higher probabilities of an off-aircraft accident based on large numbers of operations
at airports across the country.

36. The recommendation approved by Watsonville’s City Council Airport Committee
was inconsistent with the report prepared by their airport planning consultant,
Walter Gillfillan and Associates. That report’s Option 3 presents the pros and cons
for shortening Runway 8 and moving Safety Zone 3 (Inner Turning Zone) onto

2Boyle, Principal Planner, “Final EIR Comments”, citing Don French, Airport Manager, March 22,
2006.

*Watsonville Municipal Airport Master Plan 2001-2020, p. 28, August 2002.

Recommendations on Revision to the Watsonville Airport Crosswind Runway (8-26), City Council
Airport Committee, April 1, 2006.

%\Watsonville Airport: Airport Economic Impact Study, Appendix, 1991.

?"\Watsonville Municipal Airport Master Plan 2001-2020, p.30, August 2002.

2ALUP Handbook, p. 9-42

»Recommendations on Revision to the Watsonville Airport Crosswind Runway (8-26), City Council
Airport Committee, p. 4, April 1, 2006.

AL UP Handbook, fig. 9K; Frederick - CalTrans letter to Watsonville, April 21, 2006.
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airport property. The Gillfillan report did not recommend eliminating Safety Zone 3
in any of its options.

The maximum densities recommended by the ALUP Handbook in Safety Zones as
shown in the following table:*!

Safety Zone Maximum Density
(dwelling units per acre)
1: Runway Protection Zone 0
2: Inner Approach/Departure Zone .0510.10
3: Inner Turning Zone 2010 .50
4: Outer Approach/Departure Zone .20t0 .50

If the proposed 2,250 homes are built on the 458 acres in the Buena Vista areas, the
resulting average housing density (approximately 5 dwelling units per acre) will
exceed the maximum density in Safety Zone 3 by a factor of 10 to 25. Any of the
planned “medium” (10-17 dwelling units per acre) density occurring within Safety
Zone 3 will exceed by 20 to 80 times the maximum density permitted.

CalTrans has recommended that an independent ALUC be formed.*

Conclusions

1.

While the City of Watsonville has a mandated housing goal, it does not have a
mandated location for the housing.

Watsonville Municipal Airport is not sufficiently valued as an economic asset to the
City of Watsonville and to Santa Cruz County.

Watsonville Airport is an essential regional asset in future disaster relief operations
in Santa Cruz County.

Crosswind Runway 8-26 is critical to the vitality and efficacy of Watsonville
Municipal Airport.

If development proceeds according to WatsonvilleVISTA 2030, noise pollution
may become a serious issue in the Buena Vista areas.

If development proceeds according to WatsonvilleVISTA 2030, the risk that an
engine failure will have life threatening consequences to those on the ground is
unacceptably increased.

*ALUP Handbook, Table 9-C p 9-47.
*Frederick - CalTrans letter to Watsonville, April 21, 2006.
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7.

10.

11.

12.

In the event of an off-airport accident in the Buena Vista areas, there will likely be a
significant demand for closure of Crosswind Runway 8-26 or even the airport itself.

The Watsonville City Council’s failure to enforce the maximum population
densities in airport safety zones may increase Watsonville’s exposure to legal
liability in the event of an off-airport accident in these areas. The fact that there are
high populations within the safety zones of other runways at the airport does not
justify continuing the practice of violating airport safety zone building densities
northwest of Runway 8.

WatsonvilleVISTA 2030 threatens the viability of the Crosswind Runway 8-26.

The Watsonville City Council has chosen to fulfill its housing planning needs at the
expense of airport safety and noise pollution.

Failure to enforce ALUP Handbook regulations to achieve the planning goals of
Measure U demonstrates an inherent conflict of interest in the City of Watsonville’s
ability to serve in the role of an ALUC.

The Watsonville City Council has not given appropriate weight to either the
airport’s or Santa Cruz County’s interests while serving as Watsonville Airport’s
ALUC.

Recommendations

1.

Santa Cruz County should form an ALUC, with the help of the City of Watsonville,
Action Pajaro Valley, Watsonville Pilots Association, and LAFCO.

The City of Watsonville should comply with the Airport Land Use Planning
requirements of the FAA and the State of California.

When LAFCO considers extending the Urban Limit Line to include the Buena
Vista areas, it should evaluate all aspects of the airport’s importance to the entire
county of Santa Cruz as well as to the City of Watsonville, its housing needs, and
the safety of the citizens.

Santa Cruz County should officially recognize the importance of the airport to its
general welfare, both financially and in disaster response, by helping form an
ALUC. This will help in ensuring the airport’s preservation as an asset to the entire
county.

The Santa Cruz County Office of Emergency Services and the city managers of the
Scotts Valley, Santa Cruz, Capitola, and Watsonville must interact with
Watsonville Municipal Airport personnel to include the airport in all emergency
preparedness plans that could require use of the airport.

Runway 8-26 is a vital component of Watsonville Municipal Airport and its current
operational capacity should be fully maintained.
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Responses required

Entity Findings | Recommendations Respond
Within
Santa Cruz County 5,9, 14-17, 1,3,4,5 60 Days
Board of Supervisors | 29-30, 35, 37 (September 1,
2006)
City of Watsonville 7,14,17-38 1,2,56 90 days
(October 1, 2006)
City of Santa Cruz 17 5 90 days
(October 1, 2006)
City of Capitola 17 5 90 days
(October 1, 2006)
City of Scotts Valley 17 5 90 days
(October 1, 2006)
LAFCO 3,30 1,3 90 days
(October 1, 2006)
Office of Emergency 15-17 5 90 days
Services (October 1, 2006)
County of Santa Cruz

Responses requested but not required

Entity Findings | Recommendations Respond
Within

Action Pajaro Valley 30 1 90 days
(October 1, 2006)

California 13-14, 23-26, 1,2 90 days

Department of 28, 32, 34-38 (October 1, 2006)

Transportation,

Division of

Aeronautics

Watsonville Pilots 30 1 90 days

Association

(October 1, 2006)

Watsonville Municipal Airport:

Headed for a Crash?

Page 2 - 13




2005-2006 Santa Cruz County Grand Jury Final Report

Appendix - Sources

Interviews

California Department of Transportation, Division of Aeronautics personnel.
City of Watsonville personnel and former personnel.
Santa Cruz County personnel.
Action Pajaro Valley personnel.
Web sites
“Abandoned & Little-Known Airfields,” www.airfields-freeman.com.
“AirNav: KWVI - Watsonville Municipal Airport,”www.airnav.com/airport/WVI.

“Airport Land Use Planning,”
www.dot.ca.gov/hag/planning/aeronaut/nhtmifile/landuse.php.

“AOPA Online - Aircraft Owners and Pilots Association,”www.aopa.org.

“California Division of Aeronautics,”
www.dot.ca.gov/ha/planning/aeronaut/htmlfile/index.php.

“City of Watsonville,” www.ci.watsonville.ca.us.

“CPI Inflation Calculator,”data.bls.gov/cqgi-bin/cpicalc.pl.

“Federal Aviation Administration,” www.faa.gov.

“FlightStats: Airports,” www.flightstats.us/airport

“Santa Cruz Sentinel - Online Edition,” www.santacruzsentinel.com.

“WAPA Online: Aviation Interests in the Greater Worcester Area,”
ww2.worcesterapa.org/articles.

“Watsonville Airport History,” www.watsonvilleairport.com/History.html.

“Watsonville Municipal Airport,” www.watsonvilleairport.com.

“Watsonville Pilots Assn, CA,” www.watsonvillepilots.org.

Documents

Agreement between the City of Watsonville and the United States of America,
June, 1943.

AMBAG, 2005 Monterey Bay Regional Airport System Plan, November 2005.

AMBAG, Airports Economic Impacts Study for Monterey, San Benito and Santa
Cruz Counties, Aug. 13, 2003.

Ballot Measure U, City of Watsonville, Voter Information Pamphlet, 2002.

Board of Aldermen, City of Watsonville, Resolutions 3355, 3366, 3373, 3389-
3405, 3413-3421, 3424-3429, 3437, 3456, 3559, 3731, 1942-1944.

Boyle, Keith, Principal Planner, City of Watsonville, Final EIR Comments, to
“Whom it may concern,” March 22, 1006.

Campaign to Save Pajaro Valley, P.O. Box 1423, Freedom, CA 95019, 1999.

California Department of Transportation Agency, California Airport Land Use
Planning Handbook, January 2002.

California Public Utilities Code Sect21670.1 et seq. Relating to the State
Aeronautics Act, February, 2006.

Chauvet, Dan, presentation to Action Pajaro Valley, February 25, 2005.
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City Council Airport Committee, memo to City Council, titled “Recommendations
on Revision to the Watsonville Airport Crosswind Runway (8-26),” April 1,
2005.

City Council, City of Watsonville agenda and minutes, August 10, 2004, April 12,
2005, May 23, 2006.

City Council, City of Watsonville, Resolutions 199-02; 309-02; 74-05.

City of Watsonville, Buena Vista I, Il and 111, Measure for future growth, February
2005.

City of Watsonville presentation to Action Pajaro Valley, February 25, 2005.

City of Watsonville Community Development Department. Memos from Director,
John T Doughty to Carlos Palacios, City Manager, April 4, 2004, August 10,
2004 and March 31, 2005.

City of Watsonville Housing Element p. 4-1, Chart 4-1 (no date on document).

City of Watsonville, Voter Information Pamphlet, Measure U, 2002.

City of Watsonville, WatsonvilleVISTA 2030, June 2005 draft, updating
“Watsonville 2005 General Plan” 1994.

Community Development Department, October 24, 2005.

The Commonwealth of Massachusetts, Aeronautics Commission: minutes of the
November 17, 2004 meeting.

Excerpts from the draft of the FAA master plan, 2005.

Federal Aviation Administration News, Directive APA 25-99, February 10, 1999.

Federal Aviation Regulations Part 77, Appendix B (1989), incorporated into
California Airport Land use Planning Handbook (January, 2002).

Frederick, Mary C., Acting Chief Division of Aeronautics California Department
of Transportation, letter to Keith Boyle, City of Watsonville Community
Development Dept., April 21, 2006.

French, Don, article in the Register-Pajaronian, p. 6, June 18, 2005.

French, Don, Airport Manager, memo entitled “Watsonville Airport, Past Present
and Future” to Carlos Palacios, City Manager, June 1999.

Hesnard, Sandy, California Department of Transportation, Division of
Aeronautics, Aviation Environmental Planner, letter to Keith Boyle, City of
Watsonville Community Development Department, October 24, 2005.

Instrument of Transfer between the United States of America and the City of
Watsonville, July, 1948.

Law Office of Alexander T. Henson, letter to City of Watsonville Planning
Department, October 19, 2005.

Office of Emergency Services, County of Santa Cruz, Operational Area
Emergency Management Plan, November 2005.

Overview Vision 100 — Century of Aviation Reauthorization Act, AOPA Online,
January 2005.

Pirie, Ellen, Santa Cruz County Second District Supervisor, letter to Watsonville
Mayor Antonio Rivas, May 5, 2006.

Walter E. Gillfillan and Associates, Walter Gillfillan memo to Watsonville General
Plan Steering Committee, June 24, 2004

Watsonville Municipal Airport: Page 2 - 15
Headed for a Crash?



2005-2006 Santa Cruz County Grand Jury Final Report

Watsonville Airport: Airport Economic Impact Study, June 9, 1991.

Watsonville Airport General Plan 2002, portions of updated version, 2003, updated
amendments, April 12, 2005.

Watsonville Pilots Association, Watsonville Airport Land Use Compatibility Plan,
August 1, 2002.

Watsonville Municipal Airport Master Plan, 2001-2020; adopted 2003, amended
by resolution 74-05, 2005.
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