Minutes of the

Education Audit Appeals Panel

Monday, May 19, 2014
915 L Street, Cedar Room

Sacramento

Call to Order and Roll Call

Chair David Botelho called the meeting to order at 1:34 p.m.  

Panel members present: David Botelho, designee of the Director of the Department of Finance; Joel Montero, Chief Executive Officer of the Fiscal Crisis and Management Assistance Team; and Jeannie Oropeza, designee of the Superintendent of Public Instruction.
Review of Agenda 

Mr. Botelho read out the agenda items.  It was noted there were no closed session or legislation items to discuss.
Approval of Minutes

Action:
The Panel approved the minutes of the April 28, 2014 meeting.
	Item 1
	Report of the Executive Officer

1. Summary of appeal activities

2. Apportionment significant findings: audit reports and RDAs

3. Other items of interest
	Information


Executive Officer Mary Kelly reported that since the last meeting, no summary review requests were filed, and one determination was issued granting relief for the Bellevue Union School District.  She stated that Klamath-Trinity Joint USD and Yuba City Charter School had withdrawn their requests since the report had been generated.  She added that no formal appeals were filed.  
	Item 2
	Public Participation

This time is reserved for any person to address the Panel. If the subject is on the Public Session Agenda, individuals may comment now or at the time the item is considered. If the subject is not on the Public Session Agenda, the Panel is not empowered to take action on it. Public comment is limited to 3 minutes per speaker; the Panel may extend the limit by a uniform amount per speaker.  

No comment will be taken on matters at issue in items on the Closed Session Agenda, or on any pending adjudicatory proceeding.
	Information




There were no comments from the public.
	Item 3
	Legislation Report 

Discussion and action as appropriate regarding any legislation that may affect EAAP
	Information

Action


There was no legislation to report.
	Item 4
	Emergency Regulations: 2014-15 Audit Guide

Annual update to the audit guide.
	Information

Action


Ms. Kelly noted that the text for discussion under Items 4 and 5 was identical and so will be discussed together.  Tim Morgan, EAAP Staff Counsel, stated that if anyone planned to comment today on the proposed regulations, it would be a good idea to also submit the comments in writing during the 45-day comment period.  
Ms. Kelly reported that the format of the 2014-15 Audit Guide regulations was new and that the regulations would incorporate the Audit Guide by reference.  She said that the new format should be easier to understand and use by the education and auditing communities.  Prior versions of the audit guide regulations were 85 pages, and included many references to audit steps that were obsolete or applicable to years other than the one being audited.  Within the new format, all of the regulations will be repealed, except that Section 19810 has been amended and is now titled ‘Annual Audit Guides’ and specifically incorporates the Audit Guide by reference.  She added that Section 19811, ‘Qualifications of Auditors’ has been retained as direction to the local education agencies.  All other sections contained in the audit guide regulations are to be repealed, and the Audit Guide itself incorporated by reference.
Ms. Oropeza asked for clarification on whether the new format would still provide for the 45-day public comment period, whether prior years’ audit guides would be available, and whether this new format complied with all required regulatory processes.
Ms. Kelly replied that prior year audit guides were available on EAAP’s website, and also maintained permanently in EAAP’s office and available upon request, and that all Office of Administrative Law processes were being followed, including the 45-day comment period.  She stated that this new format would be in clearly understood language, and more useful to auditors and the LEAs, while still being compliant with rulemaking requirements.
Ms. Kelly went on to outline the remainder of the changes to the audit process contained in the 2014-15 Audit Guide.  Under ‘Local Education Agencies Other Than Charter Schools,’ Section C, represents preexisting audit guide language changed only to add the name of a form and indicates that the form can be found on the California Department of Education’s website; Section D, likewise using previous audit guide language, changed by removing references to Adult Education students; other changes include utilizing abbreviations and acronyms, and making the terminology more clear.  

Ms. Kelly stated that Section N, ‘Middle or Early College High Schools’ was new.  Mr. Morgan added that the Middle or Early College High School statute had been amended last year to include charter schools, and the language related to that amendment was included in Section Z ‘Mode of Instruction.’  
Ms. Kelly stated that new Section O, ‘K-3 Grade Span Adjustment’ adds a component to reflect the Local Control Funding Formula’s adjustment of the base grant for schools progressing towards a 24 student class enrollment. 

Ms. Kelly continued, stating that Sections P, Q, and R were all new components related to the Maintenance of Effort for Transportation, Regional Occupational Centers, or Adult Education and apply only to the 2014-15 audit year.
She said that within the heading ‘School Districts, County Offices of Education, and Charter Schools’ additional audit steps had been added to Section S, the ‘California Clean Energy Jobs Act.’
Ms. Kelly stated that Section V, ‘Common Core Implementation Funds,’ changes previous language to add new procedures.  The changes in Section W, ‘Unduplicated Local Control Funding Formula Pupil Counts,’ included reference to CDE’s website, and provided examples of the types of documentation an auditor could look at in order to determine whether a school had met eligibility requirements.

Section X, ‘Local Control and Accountability Plan’ has been added to include audit procedures to ensure compliance with statute which states that each audit shall include a determination of whether funds were expended pursuant to a Local Control and Accountability Plan.  
Ms. Kelly noted that as mentioned earlier, Section Z under Charter Schools has been amended to reflect the changes related to ‘Middle or Early College High Schools.’
It was noted that in order to have emergency regulations for the 2014-15 Audit Guide in place by the statutory deadline of July 1, the last day for the Panel to approve them would be June 9.  Mr. Botelho asked if there were any additional comments.
Samantha Tran from Children Now stated that she had seen no provisions within the LCAP section to verify how districts were to conduct their calculations per the rise, baseline and growth calculations, related to supplemental concentration dollars.  Ms. Oropeza stated her understanding that CDE would calculate the amount, but would not necessarily break down the amounts by component because the data was not yet available.  She added that she understood there was a proposed change in the May revision specifically related to the free and reduced meal component.  
Mr. Montero asked whether Ms. Tran’s question was related to the recalculation of a school’s funding related to the baseline, gap, and the COLA, stating that all districts would be using the standard calculator, within a 3-year basis, as adjusted by the gap percentage in the current year, and that the process would evolve and change as time went on.  Ms. Tran stated that she would do more research and send in written comments related to this topic.
Josh Daniels, Attorney with the California School Boards Association stated that he had participated in the Audit Guide K-12 Committee, and had a letter containing his comments, which he handed to the Panel.  He stated that the LCAP regulations had come a long way since first introduced, and that CSBA appreciated the way they had evolved.  Mr. Daniels stated that there was one remaining concern related to paragraphs 3 and 4, which required an auditor’s judgment as to whether or not a particular expenditure supported a specific action or service.  
He stated CSBA’s concern with the proposed section is that, as currently written, the auditor would be required to make a personal judgment as to what things may support the service, rather than simply verifying that the expenditure of funds the district determined would be supportive of the service had in fact been expended.  He added that CSBA appreciated all the work that had gone into this regulations process, but that this concern remained.  
Ms. Oropeza asked if it would suffice if the language was modified to read ‘were consistent with’ rather than ‘supported.’  Mr. Daniels answered that the language would be more in line with CSBA’s request, as the word ‘supported’ required too much judgment on the auditors’ part.  After further discussion, it was agreed that the language of paragraphs 3 and 4 be modified to read ‘consistent with’ rather than ‘supported.’

Action:
The Panel adopted the proposed Emergency Regulations and approved initiation of the rulemaking process for the Permanent Regulations for the 2014-15 Audit Guide. 
Ms. Oropeza asked whether the Legislature would be notified of the change in the format of the Audit Guide, and Ms. Kelly responded that she would make sure a copy of the Notice of Proposed Rulemaking was provided.

	Item 5
	Notice of Proposed Rulemaking:

Permanent Regulations: 2014-15 Audit Guide

Annual update to the audit guide.
	Information

Action


Please see discussion and action taken during Item 4.

	Item 6
	Next Meeting


	Information

Action


The Panel’s next meeting is tentatively scheduled for June 9, 2014, at 1:30 p.m.  Ms. Kelly noted that there may not be a reason to hold a June 9 meeting.
The Public Session recessed at 2:25 p.m.

Adjournment 

Mr. Botelho adjourned the meeting at 2:25 p.m. [image: image1.png]
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