UGS

August 18, 2025

TO: ALL SCHOOL DISTRICTS, COUNTY SUPERINTENDENTS, AND OTHER INTERESTED
PARTIES

TITLE 2. STATE ALLOCATION BOARD
NOTICE OF PROPOSED EMERGENCY REGULATORY ACTION

In accordance with Assembly Bill 1302, Chapter 713, Statutes of 2006, enclosed are proposed
emergency regulations adopted by the State Allocation Board (SAB) at its meetings on

June 25, 2025 and August 19, 2025, respectively. The proposed regulations, including two
associated forms, and the Finding of Emergency are attached to this Notice. These documents
can also be accessed on the Office of Public School Construction’s (OPSC) website at: Laws,
Regulations for School Construction Projects.

OPSC has been collaborating with the school district community by holding a series of
stakeholder meetings to discuss topics and obtain stakeholder input and feedback to implement
the many aspects of Proposition 2. OPSC began stakeholder meetings at the end of January
and has continued them almost weekly through April and beyond. There is $8.5 billion in bond
authority, numerous program modifications to be implemented into the SFP, and school districts
and stakeholders alike are excited to be a part of it.

At its meeting on June 25, 2025, the SAB adopted proposed regulatory amendments, on an
emergency basis, that align and implement provisions of Assembly Bill (AB) 247 (Muratsuchi,
Chapter 81, Statutes of 2024) into the SFP regulations and include the following topics:

1) establishment of a points-based methodology and sliding scale to calculate the
required state and local matching share for all SFP projects, regardless of whether
the projects qualify for financial hardship assistance. AB 247 specifies the number of
points awarded based on a school district’s gross bonding capacity per enroliment; a
school district’s unduplicated pupil percentage as determined for purposes of the
Local Control Funding Formula; whether a school district has an enroliment of 200
pupils or fewer; and whether the project includes the use of a project labor
agreement. Based on the total number of points for a project, the required local
matching share will be adjusted with no change to the total approved project cost.
(Education Code Section 17070.59).

2) provides a modernization supplemental grant for projects with a scope of work that
includes the demolition and replacement of building(s) at least 75 years of age or
older. (Education Code Section 17074.265).

3) provides a modernization supplemental grant for projects that expand an existing
gymnasium, multipurpose room, library, or school kitchen if the facility is 60 percent
or less than the department’s recommended size needed to serve the enrollment of
the school, or constructing a new gymnasium, multipurpose room, library, or school
kitchen if the site is lacking one or more of the specified facilities. (Education Code
Section 17073.16).

4) provides a modernization supplemental grant for projects that retrofit an existing
school facility to adequately house Transitional Kindergarten (TK) pupils or construct
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new TK classrooms if the site is lacking sufficient school facilities to house TK pupils.
(Education Code Section 17073.16).

Applications filed under the Facility Hardship and Seismic Mitigation Programs are continuously
submitted to OPSC for processing based on received date ahead of all other projects. The
points-based methodology and sliding scale calculation is a requirement for all projects received
on or after October 31, 2024. There have been several health and safety projects presented to
and approved by the SAB utilizing the new state/local methodology and calculation for the board
items. OPSC has learned that some school districts that have a school facility located on a
military installation that is a recipient of a federal grant on the site for facilities modernization that
requires a local matching share have been notified by the Department of Defense’s Public
Schools on Military Installations of their projects coming up on the funding list. These projects
receive 80 percent federal PSMI funding and 20 percent SFP funding for their required match
for the PSMI program, and may qualify for the supplemental grants outlined on page 1 as topics
2, 3 and 4. Therefore, it is imperative that these proposed regulations are approved on an
emergency basis for the immediate health, safety, and the State’s general welfare in order for
OPSC to begin implementing the new Proposition 2 program provisions into the SFP for the
above-noted program applications.

Although school district projects for the above-noted program applications will continue to be
processed for presentation to the SAB, failure to approve these regulations on an emergency
basis means that these projects will come before the SAB more than once for approval while the
regulations are processed on a non-emergency basis which can take approximately four to six
months. By approving the regulations on an emergency basis it will reduce duplicative efforts
while increasing efficiency. It also allows school districts to be approved the first time to reserve
all available bond authority for the project and subsequently request the cash proceeds from an
upcoming statewide general obligation bond sale. It is imperative that school districts have the
full commitment of bond authority to their project as soon as possible so that health and safety
projects to bid and contract their project quickly. For PSMI funded projects, the commitment of
the full complement of bond authority is included in school district’s proposals for PSMI funding
as a commitment of local match.

Background and Problem Being Resolved

At its meeting on December 3, 2024, the SAB adopted recommendations implementing
provisions of Proposition 2, which are contained in AB 247. In part, Proposition 2 provides $8.5
billion in proceeds from the sale of bonds for the construction and modernization of Transitional
Kindergarten (TK) through Grade 12 school facilities. Proposition 2 specifies that the $8.5 billion
will be allocated to the SFP as follows:

e New Construction = $3.3 billion, of which up to ten percent ($330 million) shall be
available to small school districts.

¢ Modernization = $4.0 billion, of which up to ten percent ($400 million) shall be available
to small school districts and up to $115 million shall be available to address the
remediation of lead in water.

e Charter School Facilities Program = $600 million, and
Career Technical Education Facilities Program = $600 million.

Proposition 2 also makes numerous changes to the SFP as follows:



¢ Requires the submittal of a five-year school facilities master plan as a condition of
participating in the SFP;

o Establishes a points-based methodology for calculating the local contribution a school
district is required to make to be eligible to receive state funding;

o Requires school districts participating in the SFP New Construction or Modernization
programs after November 5, 2024, to submit an updated report of the school district’s
existing school building capacity;

o Authorizes additional state funding for the replacement of school buildings that are at
least 75 years old;

o Establishes several new supplemental grants (minimum essential facilities, energy
efficiency, career technical education, and TK)

e Authorizes the SAB to provide interim housing assistance funding or any other
assistance following specified natural disasters;

e Provides specified assistance to school districts with a school facility on a military
installation, small school districts, and for the testing and remediation of specified lead
levels in water fountains and faucets used for drinking or preparing food on school sites;
and

¢ Increases the maximum level of total bonding capacity allowable for a school district to
be automatically eligible for financial hardship assistance.

It was noted at the December 3, 2024 SAB meeting that it would take time for OPSC to process
applications received before October 31, 2024, but necessary for OPSC to receive early
guidance from the SAB to inform school districts who submitted applications on or after October
31, 2024, or who are currently planning to submit applications for funding. OPSC also
determined the need for the SAB to set some program parameters expeditiously so

that Facility Hardship Program and Seismic Mitigation Program applications, which

address imminent health and safety needs and receive expedited processing and

funding under existing SFP regulations, are processed under Proposition 2 quickly

and without delay.

The problem being resolved is not necessarily a problem but an opportunity to replenish the
SFP with $8.5 billion in bond authority and to implement Proposition 2 provisions in the SFP. As
indicated above, the proposed regulations set forth the new points-based methodology and
sliding scale calculation and also provide school districts with unique funding opportunities to
qualify for the 75 year old or older supplemental grant as well as the minimum essential facilities
and TK supplemental grants. These additional funding opportunities provide enhancements to
existing facilities, as well as the construction of new facilities, thereby increasing the life
expectancy of these facilities. The additional funding also covers the expected increased costs
of construction for the inclusion of these types of facilities in school districts projects.

OPSC performed a search on whether the proposed regulatory amendments were consistent
and compatible with existing State laws and regulations and did not identify any inconsistent or
incompatible existing State laws or regulations. The proposed regulatory amendments are
consistent with and implement several provisions of statutory changes enacted with the
passage of Proposition 2. Proceeding with the implementation of the proposed regulations will
provide a positive impact on the state’s economy, as well as the creation of an unknown number
of jobs in the school construction industry. Once school districts request the release of state
funds, manufacturing and construction-related industries such as architecture, engineering,
trades and municipalities may expand based on the demand on these industries. School



districts will also have the ability to take advantage of the new Proposition 2 provisions. The
proposed regulations will maintain equity, consistency, and the integrity of the SFP.

OPSC, on behalf of the SAB, will notify school districts and other interested parties of its intent
to submit the proposed regulatory amendments to the Office of Administrative Law (OAL) in
August 2025, pursuant to Government Code Section 11346.1(a)(2). The proposed regulations
will be attached, including the two associated forms. These documents may also be viewed on
OPSC’s website at: Laws, Regulations for School Construction Projects, then scroll down to
“SFP,” Pending Regulatory Changes and click on the AB 1302 Emergency Notice, Finding of
Emergency, the proposed regulation text, and the two forms (SAB 50-04 and the new SAB 57-
75).

Summary of the Proposed Requlations

A summary of the proposed regulations are as follows:

Existing Regulation Section 1859.2 represents a set of defined words and terms used
exclusively for these regulations. The proposed amendments define additional specific words,
terms, and forms, as well as further define existing words and terms essential to these
regulations for purposes of implementing Proposition 2 provisions in the SFP Regulations.

Existing Regulation Section 1859.32 sets forth the definitive criteria and guidelines for excluding
specific permanent and portable classrooms from the district’s gross classroom inventory. The
proposed amendment provides an additional criterion that excludes the counting of classrooms
funded through the California Preschool, Transitional Kindergarten and Full-Day Kindergarten
Facilities Grant Program from the district’s gross classroom inventory.

Existing Regulation 1859.51 outlines the criteria for adjusting a district’s new construction
baseline eligibility. The proposed amendment adds an additional adjustment to reduce the new
construction baseline by the number of pupils housed in TK classrooms constructed from
funding provided under the SFP modernization program.

Proposed adoption of Regulation Section 1859.70.5 establishes a points-based determination
and sliding scale for the required state and local contributions for SFP projects. This will be
known as the Local Funding Adjustment Grant. There are four criteria for determining the
number of points awarded for a project: 1) a school district’s gross bonding capacity per
enrollment; 2) a school district's unduplicated pupil percentage as determined for purposes of
the Local Control Funding Formula; 3) a school district that has an enroliment of 200 pupils or
fewer; and 4) whether the project includes the use of project labor agreement. This is in
alignment with Education Code Section 17070.59. This section establishes the submittal timing
and deadlines for providing the information necessary to make the funding adjustment.

Existing Regulation Section 1859.77.1 sets forth a school district’s matching share requirement
for new construction grants. The proposed amendments differentiate a school district’s matching
share requirement based on two dates: applications received before October 31, 2024 and
applications received on or after October 31, 2024. Applications received before October 31,
2024 require set matching share contributions for both state and local; applications received
after October 31, 2024 will require a matching share contribution based on the methodology and
calculation of the new regulation section above (Regulation Section 1859.70.5) and will be
known as the Local Funding Adjustment Grant. This is in alignment with Education Code

-4-


https://www.dgs.ca.gov/OPSC/Resources/Page-Content/Office-of-Public-School-Construction-Resources-List-Folder/Laws-Regulations-for-School-Construction-Projects

Section 17070.59. Additionally, there are several minor edits that are considered non-
substantive changes.

Proposed adoption of Regulation Section 1859.78.7.1 provides a modernization supplemental
grant for projects with a scope of work that includes the demolition and replacement of buildings
at least 75 years of age or older. This section sets forth the eligibility criteria and grant
calculations for this supplemental grant. The grant amount is aligned with the new construction
per pupil grant amount and will be adjusted annually based on the change in the Class B
Construction Cost Index as approved by the SAB each January. Recipients of this grant will
receive an alternate per-pupil grant amount than provided under the current modernization
program and must replace the building that generated the eligibility for this grant. The regulation
also requires the replacement of portable buildings with permanent buildings. This is in
alignment with Education Code Sections 17074.25 and 17074.265.

Proposed adoption of Regulation Section 1859.78.9.1 provides a modernization supplemental
grant for projects that either expand an existing gymnasium, multipurpose room, library, or
school kitchen if the facility is 60 percent or less than the department’s recommended size
needed to serve the enroliment of the school, or construct a new gymnasium, multipurpose
room, library, or school kitchen if the site is lacking one or more of the specified facilities. This
section sets forth the minimum essential facilities eligibility criteria and grant calculation. The
grant will be adjusted annually based on the change in the Class B Construction Cost Index as
approved by the SAB each January. This is in alignment with Education Code Sections
17073.16 and 17074.25.

Proposed adoption of Regulation Section 1859.78.9.2 provides a modernization supplemental
grant for projects that either retrofit an existing school facility to adequately house TK pupils or
construct new TK classrooms if the site is lacking sufficient school facilities to house TK pupils.
This section sets forth the eligibility criteria and calculation for this supplemental grant to
construct new or retrofit existing space into TK classrooms. The grant will be adjusted annually
based on the change in the Class B Construction Cost Index as approved by the SAB each
January. This is in alignment with Education Code Sections 17073.16 and 17074.16.

Existing Regulation Section 1859.79 sets forth a district's modernization matching share
contribution for approved applications received on or before April 29, 2002 (20 percent district
share/80 percent state share) and for approved applications received after April 29, 2002 and
on or before October 30, 2024 (40 percent district share/60 percent state share). The proposed
amendments stipulate that for approved applications received on or after October 31, 2024, a
district’s modernization matching share contribution will be determined based on Education
Code Sections 17070.59 and 17074.16 and adjusted for the Local Funding Adjustment Grant
using the methodology and calculation in Regulation Section 1859.70.5. Additionally, there are
several minor edits that are considered non-substantive changes.

Existing Regulation Section 1859.79.2 sets forth guidelines for eligible and ineligible
expenditures related to the use of modernization grant funds. The proposed amendments
provide that modernization grant funds may now be used on additional square footage
constructed with funding for 75 year old or older buildings, minimum essential facilities
(gymnasium, multipurpose room, library, or school kitchen), and the retrofit of existing school
facilities or the construction of new TK classrooms to house TK pupils, as well as any additional
square footage constructed to meet the minimum requirements of Title 5, California Code of
Regulations. Prior to AB 247 and Proposition 2, the construction of new building area was not
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typically allowable. Additionally, there are several minor edits that are considered non-
substantive changes.

Existing Regulation Section 1859.82.1 sets forth the criteria as to general factors generating
facility hardship program eligibility as well as placing limits on program eligibility including, but
not limited to performance of routine maintenance or repair, issues resulting from the deferment
of routine maintenance or repair, lack of current code compliance, or the addition of components
that were not previously existing, and the required information that must be contained in the
industry specialist’s report/findings. The proposed amendments add the square footage per
pupil as well as the minimum/maximum square footage for multipurpose room (excluding food
service) and for school kitchen for elementary school pupils, middle school pupils and high
school pupils. The addition of these facilities was also necessary for purposes of determining
the funding formula for providing the supplemental grants in Regulation Section 1859.78.9.1.

Existing Form SAB 50-04, Application for Funding, (Rev. 85/20 08/25), (incorporated by
reference) is submitted by school districts to apply for State funding for new construction and
modernization projects. The proposed amendments incorporate the provisions of Proposition 2
outlined in this Finding of Emergency, such as the new matching share requirements for new
construction and modernization projects, including the Local Funding Adjustment Grant, and the
modernization supplemental grants for 75 year old or older buildings, minimum essential
facilities (gymnasium, multipurpose room, library, and school kitchen), and the TK supplemental
grant to retrofit existing school facilities or construct new TK classrooms to house TK pupils.
These amendments are necessary to collect the information needed to calculate the Local
Funding Adjustment Grant.

Proposed adoption of the Form SAB 57-75, 75 Years or Older Building Cost Estimate and
Cost/Benefit Analysis (CBA), (New 06/25), and its instructions, (incorporated by reference) is
submitted by school districts and sets forth the specificity of how to utilize the form for submittal.
This form will serve as the cost estimate for preparing the cost-benefit analysis required in the
statute.

SUBMISSION OF COMMENTS

Government Code Section 11346.1(a)(2) requires that, at least five working days prior to
submission of the proposed emergency action to the OAL, the adopting agency provide a Notice of
the Proposed Emergency Action to every person who has filed a request for notice of regulatory
action with the agency. After submission of the proposed regulation to the OAL, the OAL shall
allow interested persons five calendar days to submit comments on the proposed regulation as set
forth in Government Code Section 11349.6.

Any interested person may present statements, arguments or contentions, in writing, submitted via
U.S. mail, email or fax, relevant to the proposed regulatory action. Written comments submitted via
U.S. mail, email or fax must be received at the OAL within five days after the SAB submits the
regulation to the OAL for review.

Please reference submitted comments as regarding “Proposed Emergency Regulatory
Amendments for the School Facility Program,” addressed to:



Reference Attorney

Mailing Address: Office of Administrative Law
300 Capitol Mall, Suite 1250
Sacramento, CA 95814

E-mail Address: staff@oal.ca.gov

Fax No.: (916) 323-6826

For the status of the SAB submittal to the OAL for review, and the end of the five-day written
submittal period, please consult the website of 1) the OAL at www.oal.ca.gov under the heading
“Emergency Regulations,” and 2) OPSC at: Laws, Regulations for School Construction Projects,
then scroll down to School Facility Program “Pending Regulatory Changes.”

Pursuant to Title |, Section 55, please send a copy of written comments regarding the proposed
regulatory action, as well as requests for a copy of the proposed regulatory action, and questions
concerning the substance of the proposed regulatory action, addressed to:

Lisa Jones, Regulations Coordinator

Mailing Address: Office of Public School Construction
707 3 Street, 3" Floor
West Sacramento, CA 95605

E-mail Address: lisa.jones@dgs.ca.gov

AGENCY CONTACT PERSONS

General or substantive questions regarding this Notice of Proposed Emergency Regulatory
Action may be directed to Ms. Lisa Jones at (279) 946-8459. If Ms. Jones is unavailable, these
questions may be directed to the backup contact person, Mr. Michael Watanabe, Deputy
Executive Officer, at (279) 946-8463.
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