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BUSINESS and ADMINISTRATION STEERING COMMITTEE
MEETING

Friday, March 9, 2007

8:45 a.m. – 2:00 p.m.

Embassy Suites Hotel

Sacramento, California

MINUTES

Pre-Meeting
8:45 a.m.

COFS 









Tom Etchart

1. The group provided feedback for the annual conference.  The general consensus was that the conference should focus on offering items and themes that are specific to our work leaving speakers and perspectives that can be gained in other venues to those other training opportunities.  The  PDC representatives reviewed some of yesterday’s discussion regarding the planning for the next year’s conference which will include on pre-conference day offering things like the nuts and bolts of Form O preparation  and AB 602 Special Education SELPA calculations.  In further discussions it was noted that the October Fiscal Oversight workshop used to be part of the annual conference and now has been separated.  Please share any input with Tom who will bring a summary back to the group for discussion in April.
SFSS









Tommy Welch

2. A summary of Monday’s meeting was provided

a. P-1 Apportionment.  “Charter Overpaid” column.  If a charter has received an overpayment, the schools will not receive any cash from February to May.  However, it isn’t as simple as that so CDE will be contacting COE’s with overpaid charters directly.  P-2 should contain correct overpayment amounts.  It is important that cash to overpaid charters be reserved in order to insure cash flow problems are minimized.

b. There is a question about CDE’s P-1 Apportionment ADA data relative to whether prior year corrections included the 2005-06 ADA adjustments.  CDE believes they should have been included and will follow up on some specific items brought up at the meeting.  CDE will send out a worksheet next week showing what ADA figures were used for Form O.  This may be part of a bigger issue if CDE cannot determine how the data was lost.
c. Due to all changes/additions to the Revenue Limit schedules (such as Charter School ADA) it has become difficult to tike out numbers.  CDE stated they could reorder the reports so that sub-totals could be tied to other schedules and EDP line numbers could agree between statements.  Please send suggestions to Tommy right away.
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d. GASB 45 and Fund 20: CDE states that there isn’t a reason to establish a Fund 20 or 71 because when an LEA is using pay-as-you-go methodology, OPEB expense must be allocated to all programs on a per FTE or per total salary basis.  GASB 45 requires the use of an irrevocable trust in order for an expense to be recognized.  A transfer to Fund 20 isn’t a program expense but can be used to set aside funds in a “savings account”.    Members in the field that were on the original committee reminded CDE that Fund 20 wasn’t meant to serve GASB 45 purposes but was set up for those districts that wanted to set aside funds outside on an irrevocable trust but separate from funds that they may already have in Fund 17.
e. Criteria and Standards software changes:  Members from the field discussed a problem in the Criteria and Standards. The problem is it offsets any restricted negative fund balance by assuming a contribution from unrestricted.  MYP does not.  CDE will make a change to the 2007-78 MYP so that both calculations agree.   

f. Williams Funding:  CDE will get a draft of the worksheet that will be used to determine amount of payback due the state to SFSS members so the COE’s can begin to determine any potential liability.  The draft will be emailed to COE external support staff.  Please advise your staff to watch for the email.
FSCO









Kenn Young

3. State Implementation Committee last Friday.  
· AB 2947 requires the existing school building capacity calculation, used to determine new construction eligibility, be reduced by the number of pupils that were housed in facilities that a school district or COE relinquished title to as a result of a transfer of a special education program between a district and COE. Further, the bill specifies that if a transfer of title to special education program facilities, constructed with state funds, occurs within 10 years after initial occupancy of the facility, the receiving district shall remit to the state a proportionate share of any financial hardship assistance provided for the original project.  The problem is that the regulation language doesn’t accomplish that.  Regulations are outside the purview of the law.  Apparently, the provision to pay back hardship funding over a 10 year timeframe was added late in the legislative process.  The good news is that OPSC wants to help but the issue is specified in legislation.

· SB704.  This bill would fix the problem of Prop 1D and AB 127 increased grants excluded Special Education.
· Sponsored by CSFC.  They want a support letter from CCSESA. Discussions concluded that FSCO would support the bill as well as BASC. 
· QEIA.  There may be a negative impact on facilities due to reducing class size in secondary schools down to 20:1.  The result may change the over dependence on portables.

· Permanent IEI.  It is likely that the permanent instrument will look very similar to LACOE’s template.  It was noted that the terminology of Good, Bad/Poor could put some COE’s in a difficult position.  A draft of the new document will go to Implementation Committee in 30 to 45 days.  It is scheduled to be adopted buy the SAB in July.  If the July SAB meeting is canceled, as it often is, the group discussed the possibility of using the draft that was submitted in order to meet statutory deadlines for facility reviews.
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BUSINESS and ADMINISTRATION STEERING COMMITTEE
MEETING

Friday, March 9, 2007

8:45 a.m. – 2:00 p.m.

Embassy Suites Hotel

Sacramento, California

MINUTES

Regular Meeting
9:00 am

I. Regular meeting was called to order


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

Wendy Benkert – Orange County

Bud Burrow – Kern 

Denise Calvert – Sonoma

John Caudle – Tulare

Geri Kendall Cox - Madera County

Tom Etchart – COFS Chair, Ventura

Barney Finlay – Santa Cruz County

Don Gatti – Stanislaus

Susan Grinsell – BASC Chair Elect, Humboldt

Francie Heim – El Dorado County

Mary Jarvis – San Luis Obispo

Hancy LaCasse - SSC

Linda Legnitto – Yolo

Robert Miyashiro – School Services of California

Carlene Naylor – Alameda

JR Perkiss – Napa

Gary Pickavet – Santa Barbara

Linda Protine – Sutter

Mike Ricketts – CCSESA

Ken Shelton – Los Angeles

Gene Sies – Lassen County

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

BASC Meeting

March 9, 2007

Page 2

State of the State







Mike Ricketts

· Bill Update

· SB 133 establishes short term loans to LEA’s impacted from the loss of Forest Reserve funding.  The bill has moved out of the Senate Education Committee.  There is controversy developing about whether the state should act as the safety net for federal programs.  CCSESA has taken a support position on the bill even though the language is not workable yet because the support and good intentions by administration should be acknowledged.  An amendment is expected in Senate Appropriation to extend loans past next year.  Currently the bill provides for a 60 day window to apply, provides 80% of current funding and contains an urgency clause.  There was a recent successful effort to get funding included in other federal bills, which includes funding for the war in Iraq, which is seen as a huge step forward.  

· AB 131 authorizes COE’s to participate in funding for counselors.  It was heard on Wednesday in committee and should pass out of there.  It will likely be held on suspense when it comes to Appropriations and unfortunately might not come out in time for this year.  Addition of an urgency clause s in the works.  

· There was discussion about needing a direction from CCSESA about how much attention to draw.  From a policy standpoint, it might be the flagship for entering into discussions with the legislature about why COE’s keep being excluded from funding.  Apparently, no one has owned up to these as policy choices but a shift in mindset appears necessary.  Because of the cyclic nature of the issue of funding for COE’s, the issue should probably be an on-going educational process.
· AB 1236 changes Kindergarten eligibility date by three months and makes universal Kindergarten a mandatory for all four year olds (compulsory attendance).  It isn’t funded through an appropriation.  Revenue would be generated by attendance so increased ADA would impact funding for Prop 98 and would be part of the population component that generates it’s funding.  It comes with significant state General Fund costs (over $1B). CCSESA has been asked to be a sponsor and views it as good public policy.  CTA is already a sponsor.  COE has less of a central role than in the Reiner bill.  There isn’t a facility component in the bill but Kindergarten would have funding in the next bond election.
· LAO Alternative Education Report has generated the need for an Education Management group which is a working group tasked to come up with consensus response.  The group has met once and there is a meeting scheduled for next week.
· AB 557 (Huff) is a bill governing the charter school appeal process and contains provisions that if a COE reverses revocation of a charter by its authorizing district then the COE becomes the sponsoring agency of the charter.

· State budget

· Hearings are beginning this week.  No actions have been taken.
SSC Report





       Robert Miyashiro and Nancy LaCasse

· Special Education related bills
· Bills addressing the bifurcated COLA will likely need to go through the legislature because there is no state staff support.  However, there has been some favorable attention given to the argument that we are payers of last resort.
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· AB 850 is a bill sponsored by ACSA and Coalition for Adequate Funding for Special Education which defines how funding would flow.  It provides for growth funding before COLA and costs some $47 M.  There is $20 M in new one-time federal money since the Governor’s January proposal.  That would help leaving a shortfall of the difference.
· It is important to note that the President has not included the $20 M in the 2009 federal budget and so it could disappear.

· AB 835 addresses declining enrollment in SELPA’s.  The bill compares enrollment district by district instead of SELPA wide.  It has a $10 M price tag.

· LAO  Report, Revenue Forecast and Proposition 98 Proposal

· LAO and DOF keep track of each other’s revenue projections and don’t typically want to be too far apart.  The LAO, due to more current available revenue information, shows a shortfall in revenue collections by $1billion (as compared with the Governor’s January proposal) so the May revise is likely to show lower revenues.  Add this to the jittery feeling from the stock market recently and the conclusion is that there is less cash this year too.  In an interesting dynamic, Prop 98, in the current year, may increase and from that high base, next year’s will also go up even though there is less state revenue and cash available.

· LAO’s proposal is to lower Proposition 98 now to double up on savings next year since next year will be a tough budget to solve.  But the Governor’s track record is that he takes the easy way out.  So the possibility of utilizing the borrowing authority in a deficit bond arises as does not making an early debt repayment.

· Projected COLA – still waiting for information.  March 06 to March 07.  There is a difference between the LAO at 3.7% and the DOF at 4.04%.  However, it is likely that the Governor will choose to fund statutory no matter what it is.
· LAO proposal on Mandate reform
· The proposal is based on their conclusion that the Commission process doesn’t work well. Instead of addressing what the Commission needs to be successful, the proposal is to do away with the Commission.  The LAO has presented a three-part proposal

· Amend the Reasonable Reimbursement Methodology Statutes to adopt a methodology that if either the mandate reimbursements are equal to the total costs or if the methodology would fully reimburse at least 50% of all claimants.  Currently methodologies must meet both conditions.

· Allow Reimbursement Methodologies to be developed through negotiations.  As an alternative to the methodologies described above, another methodology could be negotiated between the claimants (of coalition of claimants) and the DOF and bypass the Commission.
· Create an Alternative Dispute Resolution Process for a small number of claims.  It would involve negotiations between claimants and DOF with the Legislature receiving a mandate identification proposal and payment methodology.  Courts and the Commission would still be available as venues to seek remedies if the claimants didn’t agree with the outcome.

· There was an overall agreement that negotiated reimbursement between claimant and DOF would need a neutral 3rd party to ensure a fair rate of reimbursement.
· Editorially, the proposal probably won’t go too far.
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CDE Report








Scott Hannan











Larry Shirey 


Danny Vilanueva

· CDE’s report focused on the topic of district organization and the CEQA process.
· By way of background, school districts change boundaries in two ways: through unifications and territory transfers.  The lead agency for territory transfers is County Committee and the lead agency for unifications is the State Board of Education.  A Supreme Court finding says that district organizations require a CEQA study.  Up until recently, CDE used a check list approach to comply with their due diligence responsibilities under CEQA.  After a messy unification, which led to a lawsuit against CDE, CEQA processes were raised to a new level of scrutiny.  CDE now spends a lot of money for an Initial Study and EIR’s.  Time and costs are trickling down to COE’s as they respond to County Committees on School District Organization.

· Lead Agency legal responsibility is to conform to the process and oversee the Responsible Agency and for the most part, the Responsible Agency would be the municipality.

· There are three types of studies: Negative Declarations, Mitigated Negative Declarations and Full Environmental Impact Statements.
· Environmental consultants are beginning to use this to delay the process and not only time but cost.

· A template/flowchart of what is involved would be very helpful and could perhaps be prescribed through legislation.  
· Currently the timelines for work is too short and the process is very costly.  Again perhaps there could be some legislative relief.
· Next steps

· Legislation is probably the strongest approach but it will be difficult for the Legislature to take on environmental lobby

· CDE could go back to the Resource agencies to see if the regulations could be changed again.  An initial request would start the process.  
· One point of view is that it is just a change in governmental structure and has no effect on the environment. However, the Supreme Court has said that it may have a future effect because it sets you on a path that is different than where you are now.
· Look at a legal interpretation of something else that already exists; such as, a Class 20 exemption in Title 14, which is currently used in Santa Clara County.  The approach may be easily challenged if the parties are not like-kind (elementary to elementary, unified to unified).
OPSC Certificates of Participation





Kenn Young











Bruce Hancock

· Currently OPSC is operating as if proceeds from Certificates of Participation (COP), received after a COE has obtained Financial Hardship funding for an independent administration facility project, will be deemed to be available to meet the COE’s share of the hardship project match thus reducing state funding. 

· There are legal opinions from Riverside and Orange COE’s that state that if a COP is for an administrative project and is paid from a COE’s general fund, they aren’t capital funds and therefore not subject to “recapture” by OPSC. 
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· Barney shared his current dilemma in Santa Cruz.  The COE administrative facility is currently leased office space with a term of 27 years, which is expiring in 2010.  Currently the lease payments are recorded in the COE’s General Fund.  If they were to purchase a building and issue a COP to finance it, the funds currently for lease payments could be used toward the pay-down of the debt instrument.  But they would count against the COE’s Hardship status for new construction of an instructional program facility.  The COE cannot secure the COP without jeopardizing their hardship status, even though they would swap lease payments currently paid for out of the General Fund for COP payments also paid out of the General Fund.  

· Further discussion brought to light that it is perfectly correct accounting treatment to issue a COP and pay it with General Funds.  It’s probably necessary to use General Funds to secure it anyway.

· While OPSC staff originally agreed in a phone conversation, their opinion later changed and they now say that it should go to the Implementation Committee.
· Bruce Hancock explained OPSC’s rational and position.  This issue applies to school districts as well as County Offices.  The regulations are clear that Capital Facility accounts must be applied to Hardship status but not to General Funds.  However, if an LEA can generate and liquidate facility funding in the General Fund, then there is probably a problem in the regulations.  OPSC considers COPs funds a source of capital revenue, which leads to the only possible conclusion, which is that LEA’s can’t build anything outside the state facility program.
· Next steps would include getting acknowledgment from the state that the state program cannot fund all facilities and there is a legitimate need for other facilities.  

· There was an overall feeling that the overriding test should be that if any LEA must use general funds (which by definition makes such a transaction necessary) then it should be accepted that they have no other capital funds available.  Another compelling argument is that COE’s don’t have the opportunities for funding facilities that school districts do.
· The issue will be brought forward shortly because there is an appeal coming forward to SAB at the next meeting.  The issue is that the district had to go to COP’s in order to finish the state project.  The Board will probably send the issue to the Implementation Committee.  This would be a good opportunity to bring all related issues up; however, it could become a two-edged sword.
· If the appeal doesn’t go forward, then CCSESA should probably bring the question to OPSC and SAB independently.
Chair’s Report








Gary Thomas

· CCSESA Website will be cleaned out shortly in order to make some room so get any copies of the January/February meeting documents that you want as soon as possible.

Mental Health Initiative 






Wendy Benkert

· Final version from Wendy was posted on the CCSESA website for today’s meeting.  If you have questions or comments, please get in touch with Wendy.
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· State template will be out by May 1, 2007 for use in 2007-08.  It is on the mental health website and looks very similar to Wendy’s.  Once available, we will be required to use the State’s MOU format.

Criteria and Standard Review                                                 

Wendy Benkert











Debbie Simons

· CDE will be reconstructing the Criteria and Standards Working Group this spring and has asked for feedback from the field.  Copies of feedback collected on the Budget Adoption process was handed out for discussion purposes.  

· SFSS will be collecting the feedback from districts and from COE internal staff for the Working Group members.

Adequacy Study Update 






Susan Grinsell
· One of the 22 Adequacy Studies commissioned by the Governor and due shortly was conducted by the American Institute for Research group.  The nine month process culminated in a report which summarized the results of a professional judgment approach study that set out to answer the question “What is the cost of providing all California public school students with access to the California content standards to achieve appropriate levels of proficiency standards established by CDE?”   The study suggests that an additional $24.14 to $32.01 B in 2004-05 dollars is necessary to insure the goal which is an increase of 53-71%.  While the sticker shock is substantial, the report goes on to say that when adjusted for geographic cost differences, the per-pupil amount is 10-22% less than New York spends on students.  There are four district categories: urban, suburban, town and rural.  The per-pupil funding amounts range from $12,718 for urban settings to $8,832 for town settings.  As a comparison, California spent about $7,300 per pupil during the same time frame.  
· Next steps should probably be to keep in touch if for nothing else to watch the process and monitor the direction of the work.

SCO/Mandated Costs







Carlene Naylor

· There has been no final decision on either lawsuit against the SCO.  However, CSBA ruling should be forthcoming.  SCO suit is in the discovery phase.
· Carlene summarized a telephone call Alameda COE recently received from SCO staff and attorney.  The call was in reference to advice that ACOE gave to Alameda Unified, which was to hold mandate reimbursements subject to audit until the audit has been completed or the audit period has expired.  

· COE staff and attorney stated that districts that received reimbursements could spend them now.  However, SCO confirmed that the money shouldn’t be spent on on-going expenses.
· In a follow up letter from J Chiang to ACOE, it states that it is the long term practice of the SCO to take funding back prospectively from upcoming reimbursements going to Alameda COE.  LACOE received a similar letter.  A copy of the letter was posted on the CCSESA website.  
· It was confirmed that there have been previous discussions (in CDE and DOF) to take SCO audit findings from principal apportionments.  
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· There may be authorization under the law giving SCO the right to take money  
· The group would feel more secure if the letter could be rewritten to say that SCO will not take amounts from anything. 
· Kern COE reported on a recent telephone call with SCO in which they said they are reversing their position.  
· Garden Grove in Orange county received the same information
Working /Committee reports

Business Partnerships







Carlene Naylor

· The draft protocol on the CCSESA website was discussed.  Get comments to Carlene/Gary if you have them.  The protocol will be finalized shortly.
· Because BASC agendas are so full, we’d want to screen vendor presentations.   The committee chair will collect vendor materials to be distributed to the group.  
· There was concern about the difficulty of attending meetings because the cost to attend is prohibitive since the meetings are only about an hour long.  There was a proposal that sending three representatives from BASC, geographically placed: North, Central and South, would be helpful.  
Charter Schools







Gary Thomas

· Committee members were identified and there was some concern that members included charter representatives.
· Addressing Conflict of Interest policies continues to be controversial and the group is at a stalemate on this.  Further, there isn’t a legal requirement to follow the Brown Act (depending on how a charter is structured).  

· It seems that there may be a tactic emerging from districts not to be timely in their consideration of petitions causing difficulty to new charters with respect to the appeal process requiring operations to be postponed for a year.
· There has been an AB 139 audit of a charter in Kern.  The charter has moved into LA County as well.  
· For one year and in one school there is apparently an over appropriation of $1M to one small school due to non-compliance with teacher/student ratio.
· There was a request that copies of COE reports to boards be sent to other COE’s where the charters are operating. 

· GASB 45 - Fiscal Solvency




Ken/Debbie

· There was a meeting yesterday and much of the discussion was centered on the funding allocation.  CDE is asking everyone to identify the number of districts that have OPEB responsibilities.  The total number of districts providing benefits will be divided into the total funding for a per district allocation.
· Check audit reports for information if it’s not forthcoming by district.
· Get information to Debbie by April 2, 2007.
· CDE has accepted format for OPEB reporting.
· Three documents are posted on BASC website.
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· CDE’s letter references application deadline of May 15, 2007 regardless of whether they need to do a plan this year or at a later time.  

· As a reminder, COE’s are the clearing houses.  COE certifies the plan and application and then forwards the application to CDE.
· There has been some confusion by districts believing that if they don’t apply for the money they aren’t required to do the actuarial study.
Legislative








Linda Protine

· No update.  The Legislative Committee meets next week.

MAA









Don Gatti

· HR 1017 is the new federal bill that protects the MAA program.  

· Please continue to support the efforts of the coordinators to oversee time surveys.

· New schools can still survey if they receive training by April 16th.

· LEANet is a national coalition of LEA’s interested in preserving and enhancing school health programs.  

· Meeting set for April 20, 2007 at the DHS auditorium, 1501 Capital Mall, Sacramento.

· www.theleanet.com
· LEA billing option update.

· New rates were generated from the work of a consultant and as of March 5, 2005 the plan amendment was approved.  

· Rates were to go into effect July 1, 2006 but CMS (federal Medicaid agency) has since decided that they should have gone into effect July 1, 2005.

· LEA’s may be out of compliance if they continue to bill under the old structure. 

· CDHS and CMS are discussing the consequences.  LEA’s should be aware that there may be a reimbursement issue if California is audited.

PASSCO








Stan Mantooth

· If you plan on attending the May 10th evening activities with PASSCO after the joint meeting, please email Stan directly as he needs a headcount.
· Options for our table top topics for the joint meeting on May 10, 2007 are as follows.  Items in  BOLD were selected by BASC :
· Health benefits

· Retirement

· Attendance report

· Collective bargaining

· Reclass/reallocation and Salary adjustment

Professional Development






Francie Heim

· A handout summarizing new update information was distibuted.

· The focus of yesterday’s meeting was on using the pre-conference day of the annual conference to be on the nuts and bolts of Form O and AB 602 calculations.  
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Additionally, the Working Committee has coordinated with COFS, SFSS, FSCO 
to develop the agenda.
· There was discussion about assigning mentors from the more experienced CBO contingent to support new CBO’s.
TTSC









Mary Jarvis 

· No report

ROP









Barney Finlay
· In the February recertification of 2005-06 CDE determined there was excess growth funding available statewide for ROP programs due to unexpected under-utilization.  The question was asked how it should be spent.  Further, how could it be safeguarded so that it doesn’t need to be sent back to the State.  
· KROP cautioned everyone to wait and if ADA was underreported or if the program was an under utilized.  The dust won’t settle until June 2007 or February 2008.
· If this new revenue puts program ending balance over the 15% cap it can’t be transferred to Capital Outlay.  If programs do spend it and then the money is due back to the state, it could cause harm to the program. 
· Three options are possible
· Excess payments on 2005-6 payments on ADA.
· Book a payable to state.  

· Push it forward to 2007-08.  
· It might be best if we could we all agree as to how to report it.
· ROPs that our JPA’s contract out to school districts.  Therefore the ROP apportionment gets recorded in the JPA as revenue and as a contract expense.  The JPA account would be zero and districts could have excess 15% that won’t show up which makes it a different standard.
· The group asked the chair to bring the issue back 

The Chair adjourned the meeting at 2:00
