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BUSINESS and ADMINISTRATION STEERING COMMITTEE
MEETING

Friday, August 17, 2007

8:45 a.m. – 2:00 p.m.

Embassy Suites Hotel

Sacramento, California

MINUTES

Pre-Meeting
8:45 a.m.
COFS                                                                                                                            Tom Etchart
· February Conference:  Speakers include Kevin Gordon with political correspondent, Sandy Silberstein and Bill Habermehl.  Piper Jaffray has been contacted as a possible sponsor for a social activity.  Tom is working with the Professional Development Committee to plan the pre-conference sessions.  Much of that work has been completed
· Discussion items from the last meeting included:

· Conclusion by SBCSS that oversight of start up funding to a new charter would stay with the chartering agency (as compared with the County Superintendent).
· Currently, Revenue Limit forms cannot accommodate information related to a RDA’s.
· COEs use direct service dollars differently. An example provided was that some COEs pass through funding directly to school districts and do not provide services themselves.  
· San Bernardino County Superintendent of Schools has offered to provide their flow through model and will be made available from Gary Thomas upon request.  The model is based on a flat fee plus a per-ADA amount.
SFSS


                                                                                           Tommy Welch
· SFSS approved revisions to three FCMAT COE manual procedures for BASC’s review.  BASC members were asked to review the procedure revision and send any suggested changes to FCMAT (Bill Gillaspie) before the September 14 BASC meeting.  A final review by a BASC subcommittee is scheduled to take place during the CBO symposium.  New manuals will be made available at the February conference.   
· The ERAF procedure was updated to reflect the effects of the property tax “triple flip.”
· The Revenue Limit procedure was updated to reflect some technical issues and to cover changes relative to Summer School/Supplemental Hourly programs changes, i.e. they no longer flow through object 8011.
· The Facility Maintenance Account procedure was changed to reflect the effects of AB 740 which now provides categorical block grant funding to charters as part of the Block Grant.
· COE due diligence for charter ADA certification.  BASC asked SFSS to look at the current process of certification of charter school ADA by County Superintendents.   Currently, the state software has an area for comments but comment language may be in conflict with the certification.  Additionally, there isn’t a way to print out comments or to have a record of any comments made.  Once the software is removed from the local workstation, the comments are lost (only CDE would have a copy).  SFSS has recommended that the certification document be changed and handouts reflecting the changes were distributed.  Essentially the recommended changes add a clause stating that comments may have been electronically submitted.  Further discussion ensued surrounding the request by the County Superintendents for a standardized process when signing the certification, which may not be appropriate and feel it is appropriate to share concerns with CDE.  The issue continues to be that even though a problem can be predicted, there isn’t a mechanism for CDE to follow up and determine if funding should be distributed.  The group agreed that there may be different and appropriate/ inappropriate reasons for not signing the certification. It was understood that documentation of the rational for not signing the certification might be important.  Because CDE has confirmed that they have no authority to withhold funds to the charters, the next step may be for CCSESA leadership to work with CDE to add a process or perhaps sponsor legislation.  The group defined the difference between school districts and charters as follows:  school districts still exists in a subsequent year, continue to earn revenue and therefore CDE has somewhere to take the money back from.  However, a charter may close/disappear.  In some cases, even after a charter has closed (some between 3-5 years ago); the state apparently has no mechanism to request funding back from them.  Processes governing fraud audits have been used, but with limited success.

· A group of BASC volunteers were identified to work on this issue and include Wendy, Orange County legal advisor, Ken, Debbie, Gary Thomas. 
· BASC asked SFSS to hold off on further work until direction from CCSESA leadership is received.
· The Criteria and Standards (C & S) report, prepared by Tommy, was distributed and reviewed.  There were no conclusions drawn by SFSS but the data is available for BASC to review. The process began with SFSS’s review of a survey that was given by San Bernardino County to their districts. The seven Criteria and Standards that failed most frequently were identified and then the same data was collected from other counties.  Tommy stressed the importance of defining an acceptable failure rate for all C & S. Identifying these rates would help prevent special interests from unduly influencing the process.  

· The data shows that C & S numbers 5, 6 and 8 had the highest failure rates and, as a result, should be the focus for the meeting, scheduled at the end of the month, with CDE and the rest of the working committee.  
· Additional attention is needed in order to define an acceptable norm for identifying items that need to be addressed.  
FSCO


                                                                                          Stan Mantooth
· First meeting of the new subcommittee was held August 2 and the minutes are available on the CCSESA website.  Stan shared the importance of full participation by COE’s in the subcommittee and asked that we get the word out for better attendance. Even if COE’s don’t have issues currently, the information and technical knowledge gained by attending the meetings is valuable.  The meeting, scheduled for the rest of the year, will be held at the ACSA office in Sacramento.

· The review of the SFP manual relative to COE’s is nearly complete.  
· COE community schools’ approval of non-field act facilities could be addressed by the group.
· Current CSFC liaison with FSCO has helped realign COE interests with CSFC.
· There was discussion clarifying the role of CSFC to be one of supporting the COE’s who pay dues to this association.  FSCO was developed to address the concerns and advocate on behalf of all COE’s in the state.
· Currently the FSCO chair must be a member of BASC. Stan is recommending that FSCO should be on the same footing as the other subcommittees and, as such, the chair shouldn’t have to be a BASC member.  Stan reviewed the updated subcommittee mission statement, function and structure and requested that BASC approve the document.
· M/S/A to approve the revisions to the mission statement, function and committee structure.

· There was a general reminder relative to the new Williams FIT (which replaces the IEI form); the rating schedule doesn’t have to be used by COE’s but is required by school districts as they report on required SARC information.

Regular Meeting

9:15 a.m.
1.  Call to Order
  The Chair called the meeting at 9:15 a.m.  The following members were present:
Violet Begley – Yuba City






Wendy Benkert – Orange County




             John Caudle – Tulare County








Tom Etchart – 2007 COFS Chair, Ventura County
Mark Fulmer – Kern County

Susan Grinsell – 2008 BASC Chair Elect, Humboldt

Scott Hannan - CDE

Francie Heim – El Dorado County

Nelson Heisey – Merced County
Randy Jones – Glenn County

Joan Kingery – Placer County

Linda Legnitto – Yolo County
Stan Mantooth – 2007 FSCO Chair, Ventura County

Randy Meeker – Butte County

Carlene Naylor – Alameda 
Teresa Parsons – San Mateo County

Mike Ricketts – CCSESA

Tamara Sanchez – Sacramento County

Ken Shelton – Los Angeles

Debbie Simons – Los Angeles

Damon Smith – Imperial

Gary Thomas – BASC Chair, San Bernardino

Jim Thomas – San Joaquin County

Tommy Welch – 2007 SFSS Chair, Solano County

Colleen Wright – Mono County
2. Additional Agenda Items

a. 12. SCO Office Audit of Property Tax Receipts
b. 13. Restricted Property Tax Balances
3. State of the State  

 


  Mike Ricketts and Sandy Silberstein
· This is the first time both houses have gone on recess without a budget.  Senate republicans, who had been holding out, appear to have had a change of heart.  They may have come to believe that the Governor’s promise to veto some spending to reduce the on-going deficit once the package was given to him may be the best deal they could have brokered.  If that is the case and there is a way to save face this week, they may approve the Assembly’s version. The Senate Pro-Tem has said that no legislation will be taken up without a budget.  However, the Assembly says since they have a budget, they will continue to work on legislation.  Further complicating the situation is that the July revenue reports show revenues are down $750M compared to what was estimated in the May Revise.  This may have the effect of dragging out the process.

· Property tax receipts are coming in low, affecting state support to Prop 98 which may be more of an issue in January 2008 as the Administration begins to work on next year’s budget.  There is also a non-budget issue which is Jerry Brown’s suit relative to the environmental impact of development.  

· AB 347 is on the Senate floor.  The bill provides legislation which supports the settlement of a lawsuit and adds duties for COEs.  Mike advised the group to proceed as if it will be enacted as is because amendments may be difficult.  The BASC working group assigned to this is scheduled to meet September 13.  Please review bill and provide comments to Mike as soon as possible.
· Clarification regarding AB 1403 was requested.  Mike shared that the bill is a pilot; Fresno and Tulare COE can intervene with school districts that aren’t performing.  No funding is attached but would produce significant mandated costs.  Therefore the bill contains amendments that make COE participation voluntary.  School districts would be required to participate so the authors have tried to tie participation to the federal accountability system and therefore related expenses would not be reimbursable by the state.  The bill is in continual change at this time, evidenced by additional amendments that staff recently drafted.  The group discussed the need to identify costs during the pilot phase in case it is expanded to other counties.
· CCSESA has requested feedback from BASC members on the impact the late budget is having on K-12.  Some areas of concern identified were the negative effect on child care programs that don’t have strong cash flow/reserves; Special Education will not be  funded and  Special Purpose apportionments won’t get made in September, which is indicative of how COE’s are disproportionately affected due to the high proportion of categorical funding.  
· Solution strategies that were identified include moving cash around as needed from other funds that have available cash, specifically, to provide loans to child care programs.
· Concerns from the group included the uncertainty and possible danger of blue pencil vetoes, and last minute changes to the status of a fully funded COLA while 07-08 negotiations are ongoing; the loss of interest which isn’t reimbursed; reduced access to TRANS due to federal rules.
· While COE’s are used to it, there is not an expectation that this will last another month.  Categorical programs are just becoming operational so the drain will be increasing.
· School district have received about 90% of the cash compared to last year but COE’s have received significantly less; SJCOE, as an example, has received only approximately 26%.
· Health care guiding principles
· A handout was distributed which contained a list of guiding principles that were prepared by the four statewide management groups.  Mike requested feedback during the meeting so that the suggestions could be shared and discussed at tomorrows’ meeting of the Education Coalition for Health Care Reform.
· The four management groups have plans to co-hire consultant(s) to assist in this process.  They are looking for someone with strong health care background.

· Most of the principles are broadly based and shouldn’t be too controversial except for items 4, 5 and perhaps 6.

· Other perspectives may be forthcoming through the results of a study authorized by AB 265.

· BASC members provided the following feedback and comments:  

· There were some objections voiced about the requirement that employees share the cost.  Particularly the “specific portion” language in item 5. However, if there is a share specified in legislation, then the employee share wouldn’t be negotiated.
· GASB 45 and OPEB, as highlighted issues, weren't included because it appears Sacramento is treating them as separate issues.  The group wanted to add a position since the aspect is an important one and seen as the same issue.
· Some concern was also voiced on the single payer concept because it didn’t allow for support of local control.
· It was noted that even though we all get very similar Revenue Limit funding, there are high and low health care cost areas in the state.

· ERISA exemption for California would prohibit self-funding programs.
· Mono employees go to Nevada.  Imperial employees go to Arizona and Mexico.  There was concern that these practices become part of the discussion.
· 125 and HSA’s should be considered.  State requirements in these areas need to “line up” with the existing federal regulations.
· There was a general consensus that guiding principle number 7, relating to cost and quality transparency, is an extremely important element.
· Currently negotiation discussions with unions are about total compensation, which ties salaries and the cost of health benefits together, and perhaps that should not change.
· There should be protection for employers who have already negotiated to increase salary schedules by including the cost for health benefits on them.  Flexibility is always necessary. 
· Number 10 states that statutory benefits should be equalized but the group noted that SDI is not a necessary benefit for all groups of employees.
· Maintaining quality health care for students, as well as staff, should be our position.
· The group agreed that the language in item number 6, referencing “and legislative consideration,” should be removed.
· Since there were no comments of concern on items 1, 2,3,7,8 and 9 they will be presented at tomorrows meeting.  

· Three other principles will be presented after the following modifications: 

· Narrow the discussion of number 10 to “Differential Pay.”
· Clarify the concept of shared responsibility in number 6.
· Add language addressing the need for alignment of state requirements with federal rules in number 11

· The remaining principles will be introduced with the caveat that they will be undergoing some changes to reflect the positions of some of the management organizations. 
4. SSC







     Robert Miyashiro
· No report
5. CDE








Scott Hannan
· The meeting with the BASC subcommittee to discuss COE guidelines for funding the second round of fiscal solvency grants too place August 16.  
· The Advanced Apportionment will be recertified soon.  
· The department is undergoing a series of audits, mostly in regards to how funding from the department is passed through to school districts.  Cash management on Title I is a potential issue since the federal government requires cash to flow as an expenditure reimbursement.  The federal time-line expectation is pretty short and not realistic due to the lack of resources at state and local levels.  

· There was a question from the group about a freeze on the apportionment for the on-going PE grants for 06-07.  Apportionment letters have been sent out to the field but then districts were notified that there was a freeze.  The concern is that some districts have hired teachers and are waiting for the cash ($35K per site).

· Scott was unaware of the issue and will follow up.  

· There is an issue about the methodology used in allocating Title I.  Federal census drives the methodology, but it isn’t an accurate way to identify the population.  Small rural districts saw a significant drop in funding.  CDE can submit an alternative methodology for small rural districts to the federal government for approval.  The process requires a new data source which takes time to develop, but the small rural districts are feeling the pinch now.  In the end, there will be winners and losers; because there are no new funds, it will just move between districts.  It has been referred to Finance for consideration.
6. FCMAT







           Joel Montero
· No report

7. Health Care Containment 


                                               Sally Covington
· Presentation materials were shared with the group.  Sally is the Executive Director of the California Health Care Coalition, a labor-management coalition whose mission is to reduce costs and improve the quality of health care without loosing benefits.  The Coalition organizes group health care purchasers around a common set of performance criteria including:
· Detailed hospital performance data

· Group negotiations with selected hospitals

· Statewide partnership with Blue Shield of California

· Rx program for major savings, reduction in cost trends

· High-level negotiations with Kaiser on quality and cost issues
· A question was raised about the effect of universal health care on the coalition.  Sally’s answer was that regardless of payment systems, accountability and transparency advocacy would still be needed.  The Coalition doesn’t take a position on single vs. multiple payer concepts but disclosure is critical to improvement.

8. Chair’s Report


                                                                 Gary Thomas
· Criteria and Standards Committee – see SFSS subcommittee report
· There was a meeting with CDE about what constitutes an acceptable plan for purposes of qualifying for a Fiscal Solvency Grant.    CDE is seeing inconsistencies in plans being approved by COEs.  The group discussed the art/science of assessing the confidence in the plans submitted.  The main concern from CDE was whether a “plan to plan” was acceptable.  No resolution was reached at the meeting, but areas needing revision were identified.  CDE approved all applications in the first round of funding.  CDE is looking to make plans submitted for second round of funding more substantial. CDE will continue to address these areas of concern.

9. STRS Directive


                                                                  Gary Thomas

· A STRS directive was distributed which discussed the post retirement earnings limits and legislative changes beginning with the 2006-07 fiscal year.  This issue was brought to BASC at the last meeting.  The directive clarifies that Independent Contractor status may be possible for the individual but requires COE’s to report the earnings to STRS.  Counties are addressing the requirement in the following ways: 

· Providing district training and then relying on an honor system with the districts.
· Asking everyone the question; “have you ever been a school employee?”

· Auditing the commercial warrants to pull out people who sound familiar.

· Giving these individuals special contract paperwork (such as Temporary Exempt Employee status in Sacramento COE).
· There was a reminder that the directive only applies to: 

· STRS creditable services.
· Sole proprietors and not to those individuals working for organization/company.
· Reporting the income is problematic under these situations since it could only be contract income vs. total compensation the individual received from the organization/company.
· Linda Legnitto will look for another directive relative to the 2+2 program. 
10. Orange County Sanitation District 


                         Wendy Benkert
· Wendy apprised the group of a situation which has surfaced in Orange County relative to sanitation fees being inappropriately assessed to school districts.  These fees have been included on billings from agencies other than the sanitation departments (such as cities).  The fees are quite high and have been difficult to identify because they are incorporated into these other billings.  Wendy provided a copy of the correspondence she drafted to an Orange County Sanitation District and a related opinion from their legal council.  Please be aware that if it is necessary to defray costs between public entities, the law requires that the fees must be negotiated legally.  Since this may be occurring elsewhere in the state, BASC members were advised to review any facility agreements with cities or construction contracts.  Some school districts and COEs may be paying without realizing it since bills aren’t coming from the sanitation district.  It is important that COEs talk to their districts.  Orange COE will be fighting the fees and working for rebates. 

· Contact Sandy at CASBO if you have issues.  
· Wendy will provide a copy of the billing showing the fee assessment
11. BASC Working Committee Reports
      11.1 Audits


                                                                                  Jim Thomas
· A letter to John Gilroy from the state’s legal counsel was reviewed.  The correspondence opines that the statutory framework for EAAP and the SPI’s role under EC 41326 (relative to the role of the SPI with state administered school districts), do not, by themselves, create ground for disqualification of any EAAP member from hearing an audit appeal by the state administered school district.  However, the Administrative Procedure Act does require voluntary disqualification of an EAAP member if he/she is biased, prejudiced or has an interest in the outcome. 

· The 2007-08 Audit Guide has been adopted.  The final version includes the emergency regulations that have been previously discussed.  The actual Audit Guide can be downloaded from the link on the BASC web site.
11.2 Business Partnerships


                                                   Carlene Naylor
· The CSBA GASB 45 vendor will be included as a presenter at the February 2008 Pre-conference.  Individual counties can then follow up with the vendor subsequently, should they wish.
11.3 Charter Schools


                                                      Gary Thomas
· There has been a “cease and desist” order to a charter school in San Bernardino County from one of the school districts.  The district is not an authorizing agency. The order requires the charter to stop operating a satellite program within the districts boundaries.  CDE’s Charter School Division has provided San Bernardino with correspondence supporting the district’s position.  Gary will post the correspondence from CDE on the BASC website.  The charter school has said that it will argue for its position, so a court case could be forthcoming.

· California Charter Academy.  The San Bernardino attorney is still pursuing the issue. Elected officials from local agencies have been asked to testify to the Grand Jury, who is conducting a criminal probe.

11.4 GASB 45






              Ken Shelton
· No report

11.5 Legislature






              Linda Protine
· No report
11.6 PASSCO


                                                                Stan Mantooth
· Next meeting is the same day as BASC so Stan will likely not attend PASSCO.

· The following was offered as clarifying information relative to PMAT grants: funds from last year can be carried over.  As a reminder, there was $3M in one-time funding available through the 06-07 State Budget.  The bill took effect in January and the teams began their work in spring.  Funding wasn’t distributed until April.  Subsequent funding was stripped out of the 07-08 Assembly Budget.  Partial restoration may occur, but most consider that a long shot.  

11.7 Professional Development


                                       Gary Thomas
· Planning for the October 23rd fiscal oversight workshop is essentially complete.  The content has changed and may be useful information for superintendents so please encourage you superintendent to attend.  Due to cost and access issues at the location, there will be no web cast this year.  Among other topics, a panel will talk about the top five things a new CBO and/or Superintendent should know.
· BASC PDC is working with COFS on planning for the February Pre-conference.  Technical sessions on Form O, Special Education, AB 347 implementation, fiscal oversight, first days as a new COE CBO, indirect cost rate tips to maximize the dollars have been planned.  Forward input to Francie as soon as possible.
11.8 TTSC








   Mary Jarvis
· No report

11.9  MAA


                                                                               Gary Thomas
· While there was no formal report, the vulnerability of MAA funding and the effect of its potential loss to individual COE’s was discussed.  SSC has provided guidance on how to register concerns in a recent Fiscal Report; however Mike suggested sending letters to the Secretary instead.  He explained that calls may clog up the process and irritate staff and therefore counterproductive.  Orange COE board passed a resolution in support of MAA funding and will distribute it to other LEA’s.  Mike agreed this would be a good approach and suggests they be sent to the Secretary.
12. SCO Audits of property taxes

· There seems to be a perception by DOF that there is a glitch in the system of reporting the amount of property tax by schools which has caused less property tax to be reported and therefore higher amounts of state aid.  The impetus for audit was that growth in property taxes increased year over year and did not generate a decrease in state aid.  However, this is most likely due to the triple flip calculation of a couple years ago.
· San Bernardino, Orange, Riverside, and Sonoma counties have been audited.  Solano County sent information to SCO electronically.  The SCO was in LA two weeks ago and didn’t visit COEs.
· Essentially the SCO audit results do show that the property taxes reported are appropriate.  
13. Restricted property taxes



                                    Theresa Parsons
· Based upon a concept similar to Basic Aid funding for school districts, some COE’s, including Riverside, Santa Clara, Placer, and Marin (along with others), are experiencing the phenomena of increased excess property tax balances.  The problem is that these balances are restricted.
· Special Education and ROP, as examples, hold excess over as restricted funds.  These balances keep increasing.  Current practice by affected COEs is to just accumulate the excess.

Meeting was adjourned at 2:00pm

Next meeting will be Friday September 14, 2007
Items for Follow Up

· July 

· Kern COE legal council recently opined that a county superintendent can approve golden handshake retirement incentives.  Bud will provide a copy of the opinion at the next meeting.

· COE Form O ADA data collection will be discussed at the next meeting afar DOF has had an opportunity to look into whether they need the data any more.  

· Gary Thomas will contact some experienced BASC members to serve as mentor for the new members.
· August

· The subcommittee approved revisions to three FCMAT COE Manual procedures for BASC to review.  Please review these and send any suggested changes to FCMAT (Bill Gillaspie) before the September BASC meeting.  

· AB 347.  Please review bill and provide comments to Mike as soon as possible. 

· Freeze on the apportionment for the on-gong PE grants for 06-07. Scott Hannan was unaware of the issue and will follow up.    

· Linda Legnitto will look for another STRS directive relative to the 2+2 program.  
· Sanitation fees being inappropriately assessed to school districts.  Talk to your districts, as some may be paying fees unnecessarily.  
· “Cease and desist” order to a charter school in San Bernardino County from one of the school districts. Gary will post email from CDE.  

· BASC PDC is working with COFS on planning for the February Pre-conference.  Technical sessions on Form O, Special Education, AB 347 implementation, fiscal oversight, first days as a new COE CBO, indirect cost rate tips to maximize the dollars have been planned.  Forward input to Francie as soon as possible.  

· Orange COE board passed a resolution in support of MAA funding and will distribute it to other LEA’s.  Mike agreed this would be a good approach and suggests they be sent to the Secretary.
