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BUSINESS and ADMINISTRATION STEERING COMMITTEE MEETING

Friday, May 11, 2007

8:45 a.m. – 2:00 p.m.

Embassy Suites Hotel, Sacramento, California

MINUTES

Pre-Meeting
8:45 a.m.
COFS:








              
Tom Etchart
· MAA update - Reimbursement of invoices is still slow.  As discussed last month, CDHS will 
provide guidance on the use of codes 15 and 16 soon.

· AB 131, containing counselor monies for COE’s, is currently in Suspense.  Funding may be 
possible next year.
· 2008 Conference is set for February 21 and 22.  Pre-conference will be half day with six 
sessions; two concurrently in three time slots.  The conference will likely have the same cast, 
but topics will concentrate on COE related issues.  There will be no dinner Wednesday evening, 
but a social hour will be held Thursday evening instead.  Dismissal will be Friday just before 
lunch.  

· The “Transportation Shift” proposal outlined by the Governor in January has been modified.  
Home-to-School funding will stay in Prop 98 and would be funded through the State General 
Fund gas taxes.  The proposal may not be constitutional.  If it isn’t, and the proposal goes 
through, it might be treated like a short-term loan.  The new proposal is on the DOF website.
· The new ICR treatment of “sub-recipients” costs continued to be a topic of discussion at the 
meeting.  Consensus appeared to center on COE’s developing a definition of sub-recipients 
and defining reasonable direct charges for pass-through grants so that statewide consistency is 
achieved.  Additionally, the whole strategy of whether to charge the full indirect and an 
encroachment (vs. limiting the indirect to the first $25,000) also requires further consideration 
before a recommendation from BASC can come forth.  Since the state has said that the new 
rules apply to local grants/activities, COE’s now find themselves in a new position.  Some 
county offices cited specific concerns including intern grants with UC campuses and 
documented direct costs.  
· The issue was assigned to COFS along with the related issues about whether the lead LEA or 
sub-recipient would pay the $25,000; whether it should be accounted for as restricted or 
unrestricted; and, the subsequent process on Goal/Function as they relate to IRC.

· CDE wants funding for the Paraprofessional Teacher Training Program for those participants 
who haven’t completed the training.  COE’s may become collection agencies.  There is a 
meeting scheduled for June 13, 2007.

· A poll from BASC members attending the meeting showed that most COE’s do not have 
their Collective Bargaining Disclosure Form approved by their respective Boards of Education, 
however, some COE’s do take them to the board for discussion.
SFSS








          
            Tommy Welch
· No report
FSCO









               Kenn Young  
· The group currently meets in the SELF boardroom the day before the Implementation 
Committee.  The focus of the group has been to tackle the activities of the Implementation 
Committee and represent to COE’s during the discussions.
· AB 2947 allows COE’s to take back eligibility when school districts take back programs and 
title to the facility that was built to house the program is transferred.  The discussion centered 
around how much school districts would have to pay back to the state if they didn’t qualify for 
Financial Hardship.  If a building is less than 10 years old, the district would have to repay 50% 
of the facility.  No prorating would be possible if the facility is between one and 10 years old.  
If the facility is 10 years and older, title could be transferred to the school district and both the 
COE/school district would get their eligibility adjusted.

· Financial Hardship timelines are still problematic.  The committee is working to extend the 
timeline from six months to 12 months.

· The committee is also working to clarify that COE’s who pay COPs out of their General Fund 
would not have it counted against them when applying for Financial Hardship funding.  OPSC 
appears sympathetic and feel that they may not need to change legislation.  DOF perspective is 
more conservative.  It is unknown whether refinancing an existing COPs would be identified as 
new debt.
· Kenn will be vacating the FSCO chair when he takes on his new duties as Riverside County 
Superintendent in July.  If you are interested in serving as BASC representative, please let Gary 
Thomas know.  Kenn will stay on the Implementation Committee.
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BUSINESS and ADMINISTRATION STEERING COMMITTEE MEETING

Friday, May 11, 2007

8:45 a.m. – 2:00 p.m.

Embassy Suites Hotel, Sacramento, California

MINUTES

Regular Meeting
9:00 am

1. Call to Order 
The Chair called the regular meeting to order at 9:00 a.m. and welcomed everyone.  The following 
members were present:
	Lettie Allen – Solano

Wendy Benkert – Orange County
Sue Burr - CCSESA
Bud Burrow – Kern 

Denise Calvert – Sonoma

John Caudle – Tulare
Stephen Corl – Kings County

Lora Duzyk – San Diego County
Tom Etchart – COFS Chair, Ventura

Don Gatti – Stanislaus
Kevin Gordon - SIA
Susan Grinsell – BASC Chair Elect, Humboldt

Scott Hannon – CDE
Francie Heim – El Dorado County
Mary Jarvis – San Luis Obispo

Joan Kingery – Placer County

Linda Legnitto – Yolo
	Karen Maloney – Marin

Stan Mantooth – Ventura County

Terena Mendonca – Nevada County

Robert Miyashiro – School Services of Calif.

Joel Montero - FCMAT

Carlene Naylor – Alameda
Theresa Parsons – San Mateo County
JR Perkiss – Napa

Linda Protine – Sutter

Mike Ricketts – CCSESA
Tamara Sanchez – Sacramento County
Ken Shelton – Los Angeles

Simons, Debbie – Los Angeles

Gary Thomas – BASC Chair, San Bernardino

Jim Thomas – San Joaquin

Kenn Young – 2007 FSCO Chair, Riverside 



2. Additional Agenda Items:


11. San Diego collection of COE – Lora Duzyk

12. Charter School and Special Education discussions with CDE – Carlene Naylor


13. Poll of increases in health benefits by county for 2007-2008 – Wendy Benkert 

3. State of the State






            Mike Ricketts

CCSESA-sponsored training on Best Purchasing Practices is underway and has been well received.  Mike reviewed the remaining dates and locations.  Registration, based on available space, can be accessed at www.bestpurchasingpractices.org.
May Revise/State Budget Issues          Mike Ricketts, Kevin Gordon, Robert Miyashiro
The 2007-08 statutory COLA has been calculated to be 4.53%.  There is strong expectation that the Governor will propose full funding of COLA and growth.  The Governor and staff may not come out with an expenditure plan that builds all revenues into the on-going base because the recent increase in revenues may be more one-time in nature.  Copies of the new monthly SCO report were distributed.  The report contains a more detailed analysis of the revenue data that the Governor is working with.  Specifically, the table on page 4 compares the Governor’s January proposal estimates with the receipts from July through April which are somewhat higher.  The SSC article was also distributed which concurs with the earlier conclusion that the May Revise may not be too great because the revenues were way behind the January estimates until April.  And, April may not reflect an increase in the strength of the economy (due to the on-going weakness in the housing market, collapse in the sub-prime market, etc.) but more likely is one-time tax receipts from the taking of capital gains.  Some of the revenues included in the January proposal will not be included in the May Revise, signaling a more conservative approach by the Administration including tribal gaming revenues.  Weaker property tax revenues will require more state aid for Revenue Limits.  A higher COLA and a backing away from the original Home-to-School Transportation proposal will all cause pressure for funding of Prop 98.
Interestingly, no one seems to be talking about the on-going structural deficit.  The Governor may not need to address it if there isn’t an economic downturn.  The April receipts may allow the Governor to once again dodge a bullet.  It is possible that the Administration may make the case for an acceleration of debt repayment, therefore, signaling that the original strategy is working.

The Governor’s May Revision may also contain a proposal to privatize the Lottery.

The LAO’s proposal to reduce the current year Prop 98 “over appropriation,” which would then result in a lower base for next year, seems to have been withdrawn. This is due, in part, to the higher revenues of April, the higher participation in after-school programs, and increased spending in Special Education.  The original estimate by the LAO of a $609 million over appropriation has shrunk considerably. 
The Education Coalition members and CCSESA superintendents have been contacted to support the press roll out which may portend full funding of the COLA.  Discussion continued relative to potential common speaking points which included the following:
· As tight as this budget is, the education community is grateful that Prop 98 and the COLA are fully funded.  We look forward to talking in the future about adequate funding.  However, the following cautions were also identified:
· Was the COLA on categorical programs included?

· Was AB 131 (allowing COE’s to participate in funding for counselors) included?

· Was full funding for Direct Services included?

· Is funding for major pieces still left out such as Supplemental Education, unfunded mandates (now up to $300 million), Special Education COLA on the federal share?

AB 547 diverts property taxes to local governments like counties.  This bill calls for county government equalization by taking back ERAF.  Initially K-12 will be held harmless since state aid will backfill.  It will become problematic if/when Prop 98 goes to Test 1, these 
dollars would be lost to K-12.  It is unclear if the proposal has enough support to get out of suspense.  If it does, a call for letters of opposition will be forthcoming. 
SB 679 carries the accountability recommendations from the Warren Report (Paul Warren is the LAO staff responsible for preparing a report about alternative education programs.  His general premise is that these programs should be operated by school districts).  The bill will be heard in Senate Appropriations on May 21.  CCSESA has taken an “oppose unless amended” position.  Some components of the bill may be positive such as increasing the amount of instructional time to six hours per day.  Watch for a call for letters of opposition

SB 802 is the bill that will block grant alternative education program funding to school districts.  The bill is currently held in suspense.

The Governor’s website has a copy of a recent speech, as well as a video clip of the speech, discussing his position on the Adequacy Studies.  Essentially the Governor favors reform first and then more funding.
3.1
Oral Health Screening Data System 

        J. Thomas/J. Arguelles
San Joaquin (SJCOE) has developed a software reporting system for kindergartners and first graders entering into the school system as a response to the new reporting requirements under AB 1433.  A copy of the presentation materials can be found at the BASC meeting materials section of CCSESA’s website.  This system will facilitate the collection and aggregation of the data at the district, county and state level.  The software can be used to record initial data collection by districts or can upload another systems’ information by a COE and state so that data can be aggregated.   The system could be made available free of charge for all county offices and for school districts at a cost of $.40/assessed student.  This would then leave about $9.00 per assessed student for districts and $.80 per assessed student for COE’s. Should SJCOE receive $100,000 annually from the COE’s share to upgrade and maintain the system, as they have requested, COE’s would expect $.58 per assessed student to provide support to districts and training to school nurses and/or districts.  CDE brought forth an alternative proposal for the distribution of funding whereby schools would receive $50 each, each district would receive $80 and each COE would receive $750.
SJCOE asked BASC/CCSESA for a strong statement of support so that CDE could apportion the $100,000 directly to SJCOE.  This would allow the system to be available to all COE’s along with the prorated balance of the funds.

Denise Calvert, Sonoma COE moved, Wendy Benkert, Orange COE, seconded the support for SJCOE.  Verbal vote was unanimously in favor of the proposal. 

The discussion that followed identified that it was unclear if there will be an expectation of oversight by COE’s since they are receiving some funding.  Further, E.C. 1240, states that superintendents shall superintend school districts.  It wouldn’t be difficult to imagine that this could become the expectation.

The SJCOE website has sign up information for school districts and registration information will be emailed back to them.  The BASC Chair will send the information to all BASC members and members should develop strategies to communicate with school districts as soon as practical.
Deadline for parents to supply the information to districts is May 31st.  The deadline for COE’s to provide the information to CDE is December 31st.

4. SSC Report







Robert Miyashiro
4.1
April Revenues and Implications for May Revise

    
See Agenda Item 3.

4.2 
Significant Pending Legislation (Handout Provided)


AB 366 is a bill about declining enrollment.  The bill would require that a school district, which experiences a 3-year decline in enrollment, 25% of the decline from the 3rd prior year to the current fiscal year would be added to the P-2 ADA for the current or prior year, whichever is greater.

AB 683 is a bill about Kindergarten and first grade admission.  The bill would change the required birthday for kindergarten and first grade admission to September 1, beginning with the 2009-2010 school year.  Districts would be compensated for the loss in ADA for each of the 2009-2010 to 2021-2022 fiscal years.
AB 835 is another declining enrollment bill targeted for SELPA’s. This bill would allow a SELPA to use the greater of the current or prior year ADA for funding purposes.

AB 1236 is another bill about kindergarten and first grade admission.  The bill moves up the date by three months by which a child must be five years old to enroll in kindergarten and six years old to enroll in first grade beginning in 2010-11.  It establishes the Kindergarten Readiness Program beginning in 2011-12.
AB 1567 would assign new responsibilities to the county superintendent relative to a district’s funding of its OPEB liability.  Specifically, a county superintendent would be required to determine whether the adopted budget includes the amount of funding necessary to fully fund the long-term OPEB plan of the district and to make other determinations regarding those benefits if the adopted budget doesn’t include the necessary funding.  The bill would apply to all districts not just those who have received a Fiscal Solvency Grant. CCSESA has not yet taken a position.  There was concern voiced that it might be difficult to be required to criticize a district if they don’t make a payment regardless of competing priorities in any given year.  Debbie Simons was assigned to work with this due to its relationship with GASB 45.
AB 146 is a bill that would replace ADA as it is used to compute revenue limit funding with average monthly enrollment beginning with the 2008-09 fiscal year.  Perhaps a basic discussion of the issues surrounding funding on an enrollment basis vs. an ADA basis would be helpful. If ADA is still required by other state agencies, then this would set up a duplicative system COE programs should be separately considered due to their unique nature.

4.3
SSC’s Ed Source’s Fiscal Health Index from Adequacy Study
An excerpt from a November, 2006 report was distributed as a handout and reviewed.  As explained by SSC staff, the report documents the development of an index of two factors: prior fiscal behavior in deficit spending (compared to reserves) and the size of the reserves (compared to the required reserves on a per ADA basis).  A survey was sent to 135 school districts.  Once districts were ranked, 70% of them were classified as healthy, the next 20% were ranked as marginal and the last 10% were ranked as unhealthy.  The recommendation from the study group is that these two indices be incorporated into the State’s Standards and Criteria.  The intent of the study was to provide another tool for the toolbox – a risk analysis for a district that may be in difficulty in the future (longer than the budget and two subsequent years)  
BASC members shared their general perspectives as follows:
· A more useful measure of deficit spending may be to use unrestricted revenues and expenditures instead of both restricted and unrestricted totals.

· Deficit spending districts may include declining enrollment districts that because of their planning are not unhealthy.  By comparison, districts that are growing but do not have a plan may be more problematic.

AB 1200 indicators were designed around the goal of not having districts need state loans.  These new indicators, as defined by the study parameters, have a different goal (i.e. something other than a positive certification on interim reports) and would constitute another layer of oversight for (presumably) COE’s.  The effort is weighted to the Governor’s conclusion that the system is broken.  There was concern from the group about the possible perception underlying the study that districts and county offices are not doing their job of staying out of financial difficulty thereby feeding into the Administration’s conclusion.
4.4
Fiscal Report Ending Balances 



See earlier agenda item. 
5.
CDE Report








Scott Hannon
Clarification of charter school oversight by authorizing LEA’s (instead of by COE’s regardless of the authorizer) will be included in the Budget Omnibus Bill.  No disagreement or controversy is expected.  If no concerns are raised by other state agencies, the clarification should go forward.  

CDE has no position on the SCO letter requesting COE’s supply independent auditor information to SCO.  However, the SCO feels strongly that they need the information and that COE’s should be the providers of it.  Until this is resolved, the SCO has the ultimate responsibility, but it would probably be included in any SCO audit of the COE.  The Education Code states that charters are required to send the SCO, authorizing agency and COE the information so the process identified in the letter seems to exceed the E.C. requirements.  Some BASC members shared concerns about the change in relationships between charters and COE’s as well as increase in workload.  Some COE’s have sent, or plan to send notification and request for information to charters.

Region 1 reported on a related issue that there has been difficulty finding/procuring independent auditors for school districts.  This could be a sign of the times due to educational requirements, mandatory rotation of audit principles, and increased compliance work.  Others reported that the number of audit firms responding to RFP’s had declined from last year.  The DOF will probably sponsor legislation in the near future to eliminate duplicate effort and work.  

CDE’s current position is that there will be no retroactive review and required correction of inappropriate accounting by LEA’s of payments from RDA’s.  However, it is important that accounting treatment be accurate from this point forward. 

6.
FCMAT Report







Joel Montero
A draft FCMAT Alert about accounting for redevelopment agency payments to LEA’s was distributed.  At the center of the issue is a required offset of these payments to revenue limits, particularly previous to 1994.   There are about 600 RDA’s in California so clarification of the issue is important.  The last page of the Alert contains some FAQs.  Please review the Alert, including the FAQs and send comment and other helpful FAQs to Anthony Bridges at FCMAT as soon as possible.  Contact information is as follows:  abridges@fcmat.org, or (805) 462-1426. CDE staff volunteered to discuss the issue and distribute the Alert to county auditor offices throughout the state.   

The May Revise videoconference is scheduled for May 17, 10-11:30 a.m.  The best way to access the videoconference may be through the FCMAT website.  This will likely be the last broadcast in this format.  The new broadcasts will be in a new technological format.  

The recent visibility of districts incurring debt not easily identified through current financial reporting practices is causing concern to the legislature.  Cashing out and refinancing GO (voter approved debt) and COPS (non voter approved debt) is becoming frequent.  There may be a question of the legality of cash out refinancing of voter approved debt to more long term debt.  Additionally, LEA’s incur expenses related to the refinance. 

Under a positive certification, no disclosure to the COE is required until the next criteria and standards document is submitted.  There was some discussion about reviewing and determining the relative role of the COE including creating a culture between the COE and district to ask and receive the information about debt and provide education about debt ratio standards and issues related to exchanging short term debt to long term debt. 

A FCMAT workshop is available regionally.  Please contact Joel if you have a need.

7.
Chair’s Report







Gary Thomas
Please review the recent CASBO alert on Proposition 39.  Regulations have passed the State Board and may have impact on LEA’s.

There has been a recent request for clarification about BASC dues increase.  As a reminder, the dues increased this year because of the need to rent a second room on Thursdays for working committees. Some of the working committee participants need a lunch as well, since they participate in the morning and afternoon subcommittees.  This is independent from the revenue sharing plan that CCSESA proposed in a previous year.

8.
COE Fiscal Solvency Plans





          Debbie Simons
Last month we received some draft checklists to use when reviewing district plans.  We received a copy of another to be used as reference in that work.  For the next round of applications, Debbie was asked to consolidate the checklists into one version that, for consistency, could be used by COE’s.  Deadline for application submission to CDE is May 15.  So far, there have been just a few applications submitted to COE’s for review.  
9.
Charter School Audit Information Requested by SCO

See Agenda Item 5

10.
Working Committee Reports

10.1
Business Partnerships



No report


10.2
Charter Schools



No report


10.3
GASB 45 

CalPERS is offering an investment plan for OPEB payments through their irrevocable trust.  AB 554 would allow other governmental agencies to participate. At this time, it appears that 501(c)(3) entities cannot participate.

10.4
Legislative

Sample letters of opposition were distributed on SB 217 and SB 266.  These bills have to do with the transfer of responsibilities for reviewing district and JPA conflict of interest codes and filing the related statements to the county superintendents.

SB 1327 defines reporting requirements regarding severance of attendance or denial of admission application to any child who is an individual with exceptional needs or a qualified handicapped person as defined and prescribes additional duties for the county superintendent.  The duties are appellate in nature and would be difficult for a county superintendent to facilitate due to the IEP process.  

Requirements for a more limited scope of students have been in place a long time, but this expansion may be problematic.  The overall sense of the BASC members is that school districts are unaware of the new requirements.  
SB 345 grants the authority to charter schools to process payroll, citing E.C. 45038-45040. This was interpreted by BASC members to mean that the same rules apply to charters as to school districts.  Please review the language and provide input to Linda early next week, if possible.  


10.5
PASSO
Yesterday’s joint PASSCO/BASC meeting was reviewed and everyone agreed that the format and the content of the joint meeting was effective and helpful to members of both steering committees.  Thanks to all who volunteered to plan and implement the activity.


10.6
Professional Development



No report.

10.7
TTSC

E-mail retention continues to be a topic of discussion.  Volunteers from BASC assigned to develop an e-mail retention policy are Mary and Fancie.  It was noted that the policy may need to include PDA’s and telephones since this information is also discoverable.



Identity theft was also discussed.  AB 779 makes organizations liable for damages 

due to security breaches.  Paper protection (secure bins and shredders) should also 

be included in protection planning, as well as firewalls, intruder watch, etc.


10.8
MAA Report – no report

10.9
Audit 



EAAP has approved the 2007-2008 audit guide with one additional deletion.

11.
Collection of COE Attendance Information by SDCOE 


 Laura Duzyk
A question is whether the attendance information collected by San Diego COE is still needed.  San Diego will work with CDE to determine what, if anything, the information is used for.  If it is still necessary, San Diego will ask another COE to step forward to facilitate the collection.   By way of history, the information was originally collected to support the claim for growth funding in court school programs statewide and insure that the appropriation for the programs was sized appropriately.  It no longer appears to be an issue and the information may be included in Ed Source. 

12.
CDE’s Request to Interview County Superintendents Regarding Special Education 
in Charter Schools 






         Carlene Naylor
Alameda COE reported on a recent request from CDE staff to interview the county superintendent (with a formal questionnaire) relative to special education services provided by charter schools in the county.  CDE staff stated that CCSESA was supporting this effort.   CDE staff shared that CDE’s position was that county superintendents are responsible for special education services in charters.  The resulting report was to be shared with the legislature.  CCSESA staff will contact the CDE staff member for clarification on behalf of CCSESA.

13.
Poll of 2007-2008 Increases to Health Benefits 


         Wendy Benkert
An informal survey of health benefit increases by county was requested and will be available under separate distribution.
