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BUSINESS and ADMINISTRATION STEERING COMMITTEE
MEETING

Friday, January 12, 2007

8:45 a.m. – 2:00 p.m.

Embassy Suites Hotel

Sacramento, California

MINUTES

Pre-Meeting
8:45 a.m.

· Adam Hillman, the new CBO from Shasta COE was introduced.  

· The Chair introduced new meeting protocols which included an agenda with time allowances for items and a timekeeper who would remind the speaker of time remaining at the final 2 minute mark.
BASC Subcommittee Reports

a)
COFS









      Tom Etchart

Yesterday’s meeting was attended by 18 counties as well as representatives from CDE. Most of the meeting was devoted to a discussion on changes to the Indirect Cost Rate (ICR) and specifically the content of a CDE memo dated, December 15, 2006.Object account 5100 definitions and uses were discussed and continued redefinition and refinement should be expected.  Essentially, the effect will be revenue neutral.   Preliminary test data continues to suggest that overall, the rates will increase. The upcoming CCSESA conference is scheduled for February 21-23, 2007 and will be held at the Hilton Arden Way West in Sacramento. The agenda is final and fliers have been distributed. Next year’s conference date is February 20-22, 2008 and will be held at the Holiday Inn, located in downtown Sacramento.   

b)
SFSS









  Tommy Welch  

The CSAM update will go to board on Wednesday for approval and will be distributed to the field shortly. IRC and CDE’s December 15 memo was discussed.  Data from school districts is due to COE’s by January 19 for review and due to CDE by January 31.  The new ICR calculations will become effective 2008-09.  
It was also reported that Orange County has recently developed a protocol for their responsibilities relative to a district’s charter school collective bargaining agreement.  They have concluded that COE’s review is limited to what is done for school districts.  The Government Code references school districts only and charters are not mentioned because it was developed before charters existed.  There was discussion that perhaps this process should be memorialized formally. The issue will be addressed specifically at the CCESA conference.  
c)
FSCO 









     Kenn Young    

During a discussion of the School Facilities Program regulations it was noted that the 104 pages of regulations, which the law says applies to COE’s, doesn’t always seem to fit COE programs and operations.  The committee is identifying issues to bring to the state for review and possible changes.  Declining enrollment school districts don’t frequently participate in facility projects and so there isn’t a lot of participation with committee.  

Financial Hardship applications must be reviewed and approval by OPSC every six months.  Since it is taking the state about three months to approve them, the resulting Hardship status is good for only about three months before the process starts again.  The committee will be recommending that the approval be good for 12 months as a means to streamline the process.   COE’s obtain COPs or use Redevelopment funds for administrative support facilities.  Currently OPSC deems those funds eligible to offset State Hardship funding.  CCSESA will be preparing a letter requesting a review by OPSC.  There are some issues common to all LEA’s and not just restricted to COE’s.  The committee wants all affected parties to be involved in discussions with OPSC.  Issues include loading standards for Alternative Education programs and inadequate grant award amounts.  OPSC appears open and interested.
Regular Meeting

9:00 am

I. Call to Order

The Chair called the meeting at 9:00 a.m. and welcomed everyone.  The following members were 
present:
Lettie Allen – Solano
Violet Begley – Yuba

Wendy Benkert – Orange County

Sue Burr – CCSESA

Bud Burrow – Kern 

Denise Calvert – Sonoma

John Caudle – Tulare

Tom Etchart – COFS Chair, Ventura

Jim French - Trinity

Don Gatti – Stanislaus

Susan Grinsell – BASC Chair Elect, Humboldt

Scott Hannan – CDE

Adam Hillman – Shasta

Mary Jarvis – San Luis Obispo

Joan Kingery – Placer

Linda Legnitto – Yolo

Stan Mantooth – Ventura

Robert Miyashiro – School Services of California

Carlene Naylor – Alameda

Georgene Neher – Tehama

James Parsons - Alpine

Theresa Parsons – San Mateo

Beth Penner, Tehama

JR Perkiss – Napa

Gary Pickavet – Santa Barbara

Linda Protine – Sutter

Mike Ricketts – CCSESA

Tamara Sanchez – Sacramento

Ken Shelton – Los Angeles

Sandy Silberstein – CASBO

Simons, Debbie – Los Angeles

Damon Smith – Imperial

Gary Thomas – BASC Chair, San Bernardino

Jim Thomas – San Joaquin

Tim Uptegrove – Glenn

Tommy Welch, SFSS Chair, Solano

Kenn Young – Riverside

II. Additions to Agenda
a. Audit Report Update – Jim Thomas 

b. Facility add on – Ken Shelton
III. State of the State

a. Mike Ricketts  distributed copies of the Legislative/Budget Report
i. The Governor’s 2007-08 Budget priorities include Education, but this year Education doesn’t appear to be the top priority.  Health care and other initiatives seem to be more visible and the stated primary role of public education is to train students for jobs.  This view seems to frame this year’s discussions about public education, specifically in regards to the funding for Career Technical Education funding.  The proposal fully funds COLA and growth.  Growth is low statewide but fluctuates regionally.  Forest Reserve Funding for rural schools, although a federal funding issue, has garnered some state discussions. The proposal for a short term loan program was a pleasant surprise in that the administration and staff introduced the concept.  The state believes the Federal Government should reauthorize the Forest Reserve Program but is willing to provide short term bridge loans.  While laudable, practically there won’t be too much of a need by districts until after budget year.  But the State could be helpful in making the case for the importance of reauthorization is essential for California schools.  There are not yet enough details to determine how the loan repayments operationally may work.  There was discussion suggesting perhaps a 5 year payback period would be helpful if not necessary to alleviate “not-a-going-concern” issues for school districts when loan repayment was triggered.  CCSESA’s program for CBO Training is included in the Governor’s proposal.  There are funding shifts proposed - Prop 98 would help fix the structural deficit, but to the detriment of Prop 98.
1. $627M in Home-to-School Transportation shifted to Public Transportation Account and a re-bench of Prop 98 downward which frees funds for non-Prop 98 expenditures.
2. $269M childcare shift into Prop 98 previously paid from Temporary Assistance for Needy Families (TANF) funds but no re-benching of Prop 98 is proposed.
ii. The proposal is providing for School Facilities funding through a substantial bond for 2008 ballot.  Mike’s handout includes a breakdown for funding.

1. DOF is proposing changes to SFP

a. New Construction program currently at 50/50 would change to 60/40.  State would pay 40% and local share would grow to 60%. 
b. Administration/staff have talked about rethinking the facility program overall as part of the bond proposal.
c. Discussion ensued and Kenn Young provided some relevant history of how/why we find ourselves where we are now.
iii. Ed Coalition position is to protect prop 98 therefore will oppose the funding shift.  This will be CCSESA position too

b. Sue Burr
i. CCSESA’s has entered into a partnership with the research firm American Institute for Research (AIR) to work with school districts and COE’s who would be qualified to receive QEIA funding (Prop 98 Settle-up funding available to schools in deciles 1 and 2).  Sue is asking for recommendations (districts or COE’s) who are interested and good candidates to work through process with AIR.  Feed recommendations to Gary as soon as possible.
ii. Sue introduced Jim French, Trinity Count Superintendent and James Parsons, Alpine County Superintendent who have continued to remain involved and committed to the reauthorization of Forest Reserve Funding.  They will be speaking later in the meeting and are in Sacramento to accompany Sue to a meeting with DOF staff later today.
c. Robert Miyashiro 
i. Copies of SSC’s report on the Governor’s 2007-08 State Budget Proposal dated January 10, 2007 were passed out.  In terms of the “Big Picture” - historically the administration looks at the LAO and UCLA economic assumptions for next fiscal year.  Then, administrations generally want to be somewhere in between.   This time, DOF assumptions are right on top of the LAO’s with UCLA a slightly more pessimistic.  DOF’s perspective are:
a. Economy is slowing but revenue is growing at about 7%.
b. The Budget is conservative.
c. Prop 98 is in test 2 and moving ahead reasonably.
d. The Home-to-School funding shift is to a fund that currently is accruing revenues faster than anticipated.  Fund is driven by gas sales and gas prices.  It is a complicated calculation and the fear is that the revenues would be volatile and that Home-to-School expenditures of $627M would add significant pressure.  DOF feels like the fund will continue to grow but haven’t shared how their analysis/historical analysis or forecast would support this conclusion.  K-14 would be up against local mass transit projects and we don’t have priority or necessary influence to lobby for the funds.
e. Child care shift into Prop 98 would squeeze what we’d otherwise have.  The size of the shift ($269M) wipes out twice the maintenance factor – it is that big.  
f. From a policy basis the Education Community will want to oppose both shifts.

2. BRL

a. Proposal is for COLA funding only, no deficit reduction or equalization ($100M).  Equalization could be completed with the funding needed for the child care shift.  Mandates are once again deferred.  There is a token amount of money proposed so that districts must provide services without reimbursement.  Specifically only $30M is proposed out of $330M in cost that is accruing for the current and budget year.
3. All other programs get the COLA

4. Special Education – bifurcated COLA remains.  Effective COLA is 2.7%
5. SSC conference dates are set for 1/16 and 1/17
ii. OPEB Commission SSC article was passed out and represents SSC’s current knowledge at this time about the formation and make up of the new commission. Our discussion centered around getting a K12 voice on this commission.  Sue says that CCSESA has already talked to the Gov’s Office about appropriate representation.  SSC confirmed that discussions at their workshop will include the information about money available to prepare and plan for study is available for school districts only (not COE’s) and that COE funding is different from school districts’. 
d. Forest Reserve Funding Discussion

i. Superintendents French and Parsons shared that the purpose of today’s discussion is to make BASC members aware of the fiscal and political consequence of non-reauthorization of Forest Reserve federal funding.  Two handouts were distributed: the first is a memo from Bob Douglas, the President of the National Forest Counties and Schools Coalition Members (NFCSC) and the second is a white paper discussing the effects on operations and services due to the loss of Forest Reserves.  Last year’s promise was not delivered by congress at the end of the session.  There is hope for new Senate Bill.  The issue is really a national one.  The National Coalition represents 880 counties in 50 states.  The memo from Bob Douglas contains some helpful information and outlines the fiscal catastrophe of losing the funding.  The memo includes a listing of county and K-12 Forest Reserve Funding in 39 California counties.  Page 3 of the memo shows a funding summary for Trinity County school districts and page 5 lists the proportion Forest Reserves makes up in unrestricted revenues by district.  These funds have been available since 1908 and have been integrated into schools since 1968.  Both Superintendents French and Parsons share that loss of the funding would have dire consequences for Trinity and Alpine.  Alpine County has a very small population; 6 districts that are geographically isolated.  Travel is complicated by sever weather in the winter.  In early 80’s property tax allocation to schools based on the existence and availability of Forest Reserves which is now disappearing.  Further, in small rural counties such as Alpine, ADA funding is not sufficient because there is no economy of scale.  Forest Reserves were essential to back fill this issue.  92% of Alpine county is owned by the federal government and therefore not available for development.  While it is important to know what happens at the county level, the school district data is important and accurate for discussions with DOF.  Tehama County’s perspective is that even if it doesn’t have a significant impact to all counties and districts, if the State bails out the Forest Reserves program it is big enough to impact everyone.  There are a couple of errors that need correction in Bob’s memo.  Please check you county’s data and give the correction to Bob Douglas.  Also please submit the data requested by Sue in her December 19th memo to County Superintendents.  The BASC membership discussed that small size and geographic isolation issues should be addressed as part of the Adequacy Studies because these are issues common to many districts including those who don’t receive Forest Reserve funding.  County governments are also involved as partners and may experience fiscal difficulties faster.  However, as the Superintendents have shared, when the message is about kids (vs. roads); it is more effective when talking with congress.
IV. CDE

a. Forest Reserves is the most pressing issue at the department currently and are looking at solvency issues to discuss with finance.  DOF loans proposal characteristics include that they might be interest free emergency loans.  CDE is pleased that DOF is listening.
b. Housekeeping update.  CDE has reorganized dividing Gerry Shelton’s position into 2 new branches.

i. Carol Bingham – director over fiscal policy 
ii. Sharon Taylor – director overseeing internal affairs
c. SBE Update.  SBE approved the CSAM on consent at their last meeting.  There is a Prop 39 working group is working on updating regulations.  SBE has moved them along, so there are 45 days to weigh in.  Most controversy has to do with charter school vs. school district issues and comparability.  

d. CBO Training.  Two years funding is approved so retroactive problem experienced this year isn’t a problem in the future.  

e. Update on the issue of defining the COE responsibility for charter school audit resolution.  SCO ready to move forward with guidance to the field and needs information from CDE.  CDE will meet with DOF to say cost estimates for county office review are not available currently and talk with DOF regarding next steps.  CDE’s position is that the Charter authorizer is the correct entity to resolve audit issues.  

f. CDE will continue to try to get resolution for county office participation in Fiscal Solvency Grants.  CDE will be developing guidelines in about 2-3 weeks regarding definition of an acceptable plan.  CDE plans to go to DOF to request that carry over funding be made available to COE’s.
V. FCMAT – No report
VI. Charter School Task Force
a. If there are items to be taken to the next meeting, please route them to Garry Thomas.
b. Placer COE will share a copy of a recent legal opinion (Supreme Ct) stating that a 501(c)(3) charter is not a public school.
c. LACOE will share their new board policy governing the process for a County Board reversal of a district board action revoking a charter (pursuant to AB 2030).
d. The group asked the task force to clarify who is responsible for the charter oversight in the situation when the charter has been revoked by a district but the revocation is not upheld under appeal to the COE board. 
VII. COE Funding Model Update

a. Meetings are held every Thursday before BASC.  

b. On-line survey will be forthcoming.  Information is being requested is what services should be provided by unrestricted general fund resources (not categorical funding, fee for services etc).  Other requested information and input requested will be 1) What services could be provided regionally and 2) Whether the services should be “core” (defined as what the state should pay for) or “local” (defined as what districts should pay for).  The purpose of this survey is to define what services are COE core services for future funding reform discussions.  Please plan to complete survey in partnership with other cabinet members etc. It should represent the view of your county office.  There is also a separate place to identify what how the services are currently funded. Next step – the development of a method/model to allocate funding.  The group acknowledged that all models, such as the number of districts in the county, have dynamics both positive and negative.  Discussions with BASC about any new allocation model are planned.  Part of the purpose of the survey is to determine if direct services are core or local.  Some members of the group voiced concern about new formulas having unanticipated consequences.  Our thanks for Damon for the developing the survey
VIII. Fiscal Solvency Grant Funding 

a.  CDE requested input in two areas: how to allocate funding to districts and what the plan should contain.  The subcommittee has offered the idea that equal allocation based on the number of districts with plans be considered.  Large districts will take time to determine how good the underlying assumptions are as compared with time needed to assess plans of smaller districts.  Sandra Peck was offered as a contact for feedback.  Input on these two issues should be provided to Debbie ASAP so the work can be completed by CDE within a few weeks.
1. Contact Debbie at: simons_deborah@lacoe.edu (Fax: 562-803-4787)
b. The subcommittee was asked one other questions by CDE which was “how much time would it take a COE to review the plan?”  The subcommittee doesn’t have that information at this time and will wait for actual experience.
c. Two handouts were distributed (COE Checklist – tools needed for reviewing district GASB 45 plans and Financing plan for other OPEB) and it was explained that they are likely to be combined. While these are still works in progress, CDE staff at the meeting felt the checklist was the best approach.  As previously discussed, allocation of funding to COE’s is still to be determined.  Further discussions are needed to identify the nexus, if any, between AB 1200 and evaluation of GASB 45 plans and unfunded liabilities.
IX.  STRS Legislation
a. Barney asked that Mike Ricketts be asked to watch for the issue of liability solutions for STRS through legislation because of their impact on COE’s (likely different then the impact on school districts).  Since Mike had already left the meeting the group felt it would be best if Barney spoke directly to Mike to explain the issue and concerns.  The group agreed that the preferred method was to keep it as a payroll tax not a reduction to the Base Revenue Limit as an example.
X.  Implementation Committee (Combined with item XII. DOF position on COE’s funding for alternative education and special education facilities)
a. Career Tech facilities ($500M in Prop 1D).  Representatives from the trade industry are pushing for Career Tech which has been relinquished to COE’s in past years to go back to the high schools.  This point of view has led to exclusion of COE’s to receive funding for career technical programs.  OPSC staff and trade representatives say that it is the Legislator and Administrative intent.  Trades concurred – which has resulted in the change in the perspective.  However, this change is not embodied in the original legislation.  Representatives from Speakers Office and Legislative staff came have come forward to over to clarify that it wasn’t the intent of the legislature.  LACOE representative distributed a handout which is a memo from DOF.  On page 3 of the memo, the top 2 bullets summarize the position of DOF which is that the responsibility to educate and house the students is a school districts not a COE.  However, OPSC staff guidance that didn’t go through the Implementation Committee.  

b. There is another issue which is that when title to facilities is turned over to school districts with program take back OPSC believes there should be a process of determining if school district needs to pay back the state for Hardship funding before the transfer of title.  Mike Ricketts says that the law is awkwardly worded in that it says that comprehensive high school can apply but that means the LEA (including COE’s) that operate comprehensive high schools.  However it is clear that a COE can’t apply for funding to put the facility on a school district’s high school.  This issue needs to get sorted out before the new bond money becomes available to insure COE’s are clear about what can and can’t be done.  Mindset from DOF is any COE facility funding should come from the district’s which is opposite from the position of the county superintendents.  

c. Implementation  committee next steps include that 
1. By 7/1/07, CDE and OPSC will develop ranking criteria for Williams “good”, “fair” and “poor” designation.
2. AB 2947 which regulates how the pass through cost of facility purchase to school districts would be regulated as well as related issues.  Difficulty exists such as the fact that school districts can be in and out of Hardship status. Student make-up changes and fluctuates significantly in alternative programs so practically the pass through may not be possible.
3. Alternative education program loading standards will also be discussed.
XI. AB 3632 Mental Health Claims
a. Discussion and focus for today was the language in recent CDE correspondence stating that COE’s need to provide a link between IEP and County Mental Health and the group was surveyed relative to their response.
Consensus was that COE’s could use the wording in an interim MOU to protect themselves from financial liability.  MOU should address who is responsible for financial implications of an audit finding.  Orange has developed a template for an interim MOU to allow them to distribute the money.  A copy will be available to BASC members.  Orange COE and County Mental Health are currently working to define terms and it is still early in the process.  CDE is working on an MOU to be used by COE’s and County Mental Health Departments.  Most COE’s are passing funding to County Mental Health via an interim MOU. To restate the issue, in a 10/31/06 memo from State SELPA Director (Mike Ricketts brought a copy of the letter) stated the requirement that COE are committing to some assurances including “the link” between IEP and mental health services.  A big issue is that the two systems don’t use the same language and some student information can’t be shared due to privacy issues.  Work is still necessary to solving the issues.  It appeared that consensus of the group was that the money should just go directly to County Mental Health.
XII.  DOF Position on COE’s Funding for Alternative Education and Special Education Facilities 
See discussion under agenda item number X.
XIII. CEQA and other County Committee Issues (waiver process for community Colleges)

a. The question was raised about how county offices should handle County Committee related legislation.  Specifically, the issue is that a CEQA study is required prior to a re-organation.  The group confirmed that the issues should come through BASC and that CDE staff assigned to reorganizations (Larry Shirey) can attend the BASC meetings upon invitation by the group.  Larry will be invited to attend an upcoming BASC meeting. Ventura shared that in a recent reorganization they incurred $70K for a CEQA study.  CDE is trying to sponsor legislation so that if there are no facility changes in a re-organization, a CEQA study wouldn’t be required.  Unfortunately the environmental stakeholders are generally significantly opposed to any change in this requirement.  A CEQA study prior to reorganization seems especially appropriate because a CEQA study is also required after a re-organization by the new district board.  DOF has an interest too since CDE goes to DOF for the money for CDE‘s reorganizations.
XIV. BASC Meetings


a. Calendar

i. The group agreed to move July BASC meeting to July 20th with the committee meetings Thursday 19th.COFS may now change their July meeting date.

ii. The February BASC meeting has been changed to the February 1, 2007.

b. Dues

i. There will be an increase in 2007 due to full year of renting the second room on Thursday’s, food costs and room rentals.  The rate will increase from $350 to $500 for all counties.  There was a request to change billing description to “BASC and subcommittees”.  Billings will be coming out soon.  Hotel room rates have increase significantly from last year.  Damon has talked to the hotel to see if they will reduce the cost to a competitive rate.  The Hyatt rate is significantly lower than the Embassy.  Generally about 8 - 10 people stay the evening before.  
XV. Committee Reports and Chair rotation
a. Business Partnerships – the group requested attendance be eliminated due to meeting schedule.  Gary will check with CCSESA.
b. Charter School - Gary Thomas will continue as Chair
c. GASB  45 - Ken Shelton will continue as Chair 

d.  Legislature - Linda Protine is assigned as past-Chair
e. PASSCO – Stan Mantooth will continue as Chair


1. There was a meeting yesterday with a three hour presentation from a Santa Clara lawyer (Richard Noack) regarding Public Records Act that was thorough and helpful.

2. Joint meeting.  Currently scheduled for a couple hours in the afternoon Thursday May 10th.  There will be a social gathering that evening which was agreed to by PASSCO.  Round table logistics as previously discussed are constraining.  Therefore, 3 topics of joint interest will be selected.  A panel presentation for 40 minutes could be followed with subsequent table discussions where tables would be organized by like-sized counties.  Stan will facilitate with PASSCO subcommittee and the following volunteers will help with the agenda and social activity.
i. Tamara

ii. Linda

iii. Wendy, if necessary
f. Professional Development - Francie will continue as Chair.
g. Technology - Mary Jarvis will serve as BASC representative.
h. SPSSC  - The BASC representative will be determined at some time in the future.
i. MAA - Don Gatti will serve as Chair.
j. Audit Guide - Jim Thomas will continue as the BASC representative.
XVI. Audit Committee Update
a. Minutes from the final committee meeting of the year were passed out.  The actions of the committee are mostly the same as what was reported last month.  Carl Washington and alternative retirement plans were not included in the final version.  Jim reports that the tenor is more respectful and relaxed compared to when the committee was formed and the work first started.
Meeting adjourned at 1:30 pm.

Next Meeting: February 2, 2007, at Embassy Suites, Sacramento. 
