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APPROVE ZNVE$T1ei-1T CRITERIA FOR INVESTMENT 
OF MONEY ON DEPOSIT IN-THE SCHOOL ~D BANK FQND 

10/29/90 
w 23484 

Kiley 

Lance Kiley, -ll!id.s.ton Chief of Land Mana9e""l11t and Conservation, 
presented·Calehdar item- 36. Mr. Kiley reported.I~~m 36 is a r~sult 
of about a year•s ""rth of discussion between himself, his staff, 
and seve~~l consultants. Staff is asking, at this tice, for the 
Commission to approve a set of criteria: ,for investment of money 
that has been accumulating in the Schoo~ Lank Bank Fund. Staff 
would then come back in the future for a specific process to invest 
the money using these. criteria as a guide. 

?-'he Commission voted 2-0 to approve the item· as presente.d. 

Attach.mant: Calendar ItP..m 36. 

A ) 
) N/~ s ) 

~PAGE_ :NUIE PAGE . 
ff- -



CALENDAR ITEM 

A ) 
) NIA 

s ) 10/29/90 
w 2348{1 
Kiliiy 

PARTY: 

APPROVE INVESTMENT CRITERIA FOR !~VESTMENT OF 
MONEY ON DEPOSIT IN THE SCHOOL LAfun BANK fUNO 

State lands' Cofi!ITlission 
1807 ~ Ilth Street 
Sacra~ento. C~~if~:~ia 95814 

BACKG~OUN.Q: 

The School liind aank .Aa (!liuision 7. 7 ·of' the P. Ii. c.) set.s 
forth a prbcedure for holding and reinvesting Euna• generated 
through transfers of school lands to private parties and other 
public entities.. The staff ·has wor•ed With consultants from 
the Firm of Williams-KuebelbeCk & Associates, Inc. to deuelop 
<r:iteria for investment of funQs on depOs:ft in· the School land ·Bank Fund. 

The staff requests the Co~nission's approval of the prOposed 
investment ~riteria. If the criteria are approved. the staff, 
with the help of the consultants. wil,l develop a proposed 
proces~ for bringing invest•ent oppa~tunities conforming with the criteria b~fore the Commission. 

AB 884: NIA. 

O~':fER PERTINEl\:l' IMFQR~AT lO!\I: 

l. Pursuant to the Commissio.n's delegatdon of 
authority and the State 'Cf.QA Guidelines 
(14 Cal. Code Regs. 1506,111. tihe staff h~s 
deter.mined that -thi·s ac t7.:vi·ty· is exempt. · 
from the requirements of the CEQA ·because 
the act:iui ty is not ·a ·ilproj ec t" as defined 
by CEQ~ and lhe State CEQn Guidelines. 
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-~OAR ITEM NO .. ?, 6 {CONT'Dl 

Authority: P.R.C. 21065 and 14 Cal. ~dd~ 
Regs. 15378. 

EXHI8I,T: ~. P,~oposed Investmen~ Criteri~. 

1. 

2. 

FINO TiiAT ;;;;~e ACTilJITY IS EXEMPT FROM THE REQUI REM£NTS OF 
THc CEQA r.URSUANT TO 14 CAL. CODE RF<i~,. 1 so61 BECAUS( 'ntE 
ACTIVITY IS NOT A PROJECT AS OEFINU) BY P, rc.c. 21065 AND 
l4 C~L. coot REGS. Ts'378. . ,, 

APPROVE TH"£ IrJVESTMENT CfHTERIA ~TTACHED AS EXHIBIT 11 A11 • 

3. DIRECT THE STAFF TO OEUELO~ A PROPOSED PROCESS FOR 
ANALYZING INVESTMENT OP~ORTUNij~ES FOh MbNris IN THE SCH06L 
LANO BANK FUNO USING T~E INVEST~ENT CRLTERIA ANO FOR 

' > > 

SUBMITTING THOSE OPPORTUNITIES' TO THE 1COMMISSION FO.R 
CONSIOF.RATION.. , , / , 
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·"t. '1.t.':lg:-~erm Invastmsnt. t;oal! ·Lo increase bo~:~ the amount &nd the secudtr ..;i' 
the net in~~ from s~bool lands. 

"II. Eliglb~.lit.y Screen · f~~ All Bev !nvesta.en~­
a.-~ ~roperties mut. ;, be 'fully impt'Oved 
B. ,!'~opertiAs.zm.ast be substantially leased 
c. Properties miast. be professionally·man~ged 
D. Propert.ies must be appropriat~ for SLC a~ership 

1. Simple transaction; ·no lengthy negotiations required 
l. ;No additionGl SLC staff ::equired to manage prope!."ty 
3. No pot~ntiai conflicts with~tenants or community (no residential 

properties or.nonconforming uses) 
4. Ho go~bor:dinati~ or pledge of th~ State .inter~st in the property 
·s~. State muGt ~ free to demand highest ·rents market will Jear (State 

.c:annot be a tenant) 

l:II. Soundness of·Iriveutment 
A •. Legal soundness 

1. St.ate :iust obtain clear title 
2. ,State c.ust obtain fight to use property profitably for its intended 

1pu,rposes 
B. ~fiysi~al soundness 

1,. Property musf~ ,be in sound, leasable -~ondition 
2. P'roperty must ccnform with applic&bl.- codes and ordinances 
3. Oef~rred maintenance, needed repairs. or other· hidden costs lllUst be 

identified and budgete-j for , 
4. Ongoing maintenance must be reasonable and budgeted f~r 
·S. Property ~st be warranted by-seller ~o be free of health and safety 

hazards, including abestos and toxic ~ste residues 
c. Economic soundness · 

~: ~ st;.rong preseat;. and long-ta rm mad:et deman~ 
2. Strong c04npetitivc·position relative, to competin~· supply 
3. Favorable lease te~. 

a. hig.h .. market. rer.t levels 
b. retu;onable inflation sens~tivity or ability to replac~ tenant~ to 

uustairi -Jitttl"ket rent lev6tls 
e. owner cantroi ~; u~e and oceilpancy 
d. adeq,uate secuc:l:~y'~ains~ defa~lts 

4. strong r~!.!alo or rf!d~'tt~lopment value b.syond term·of iea~e(s) 
;~. ~Cason.ably, predictable costs 

(bcdget must inelud~ amounts to cu~~ pr~sent defects and maintain 
:improvemei1t.s in marketa~le ·ccndiUci,n) 

:s. Offer amount rA.st not exceed any o~ the following: 
~- replacliUUent cost 
b. market value based on comparable· ·$ales 

' ~--

c. inves~nt value to State based o~ quality of expected inr.ome 
st~eam an~ opportunity cost of invest~ funds. 

Guidelines ror Ir,ithal InrJ<sstments 
A_~· 'Investment ~bu."ld $2-4: v·-·1.h-~n each p;-operty 




