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Action:  
Repeal and adopt Section 19810; and 2015-16 Guide for Annual Audits of K-12 Local Education Agencies and State Compliance Reporting (July 1, 2015) incorporated by reference.
The Notice of Proposed Rulemaking for these permanent regulations was published in the California Notice Register on June 9, 2015.  No public hearing was requested or held.  
This Statement supplements the Initial Statement of Reasons already in the file, and incorporated by this reference.  

Summary and Response to Public Comments
At the August 24, 2015, meeting of the Education Audit Appeals Panel (EAAP), the Panel considered input (received August 1, 2015) from “CalBOC” (the California Bond Oversight Committees) seeking an expansion of the definition of “performance audits” in the Appendix, which addresses compliance and performance reviews of local facilities bond expenditures as required by Proposition 39, enacted November 7, 2000.  Legislation made effective with the passage of the initiative, beginning with n A.B. 1908, (Stats. 2000, ch. 44), now reflected in Sections 15278 through 15288 of the Education Code.  CalBOC urged that the Report Components for Performance Audits be expanded to include “objectives for program effectiveness and results.”

The Panel considered the suggestion and concluded that it exceeded the Constitutional and statutory authority for the Local Construction Bond Audits provisions to be added to the audit guide.  In addition, the Panel determined it was best to leave such issues of audit scope in the hands of local officials who would generally be the most familiar with ongoing school construction projects, and would be better positioned than the State to gauge the need for and expense of expanded audits; and also that generally such expanded audits would seldom be desired in every year. 

Accordingly, the Panel elected to adopt the regulations in their current form, with minor technical changes from their adoption as emergency regulations on April 27, 2015, as discussed in the following section.  

Problem Addressed in this Rulemaking
	This rulemaking, and the emergency adoption already made, amends title 5, California Code of Regulations, section 19810 to clarify the incorporation by reference language and to adopt the audit guide for 2015‑16 which makes clarifying revisions and addresses legislative changes in the conditions of apportionment of school funding.  These revisions and changes will eliminate the potential for auditor confusion, eliminate inconsistent audit approaches, and improve clarity in the audit guide.  

		An informative digest detailing the proposed revisions is contained in the Notice of Proposed Rulemaking.  There was one typographical error corrected and minor and technical changes to a few items areas in the annual audit guide subsequent to the publishing of the 45 day notice, as follows:
· Several changes were made to the Table of Contents, including revising the page numbers to match the appropriate pages in the guide.  Also, a section for the Appendix was added, since this is a new section in the audit guide this year.
· The letters for sections Q, R and V were added back in.  These sections are not being used, but are reserved for future use.  They are included to avoid auditor confusion in the numbering of steps.
· The following technical change was made to subparagraph 1(a) of W of Audit Guide: 
· Select a representative sample, to achieve a high level of assurance, from the students indicated as only free or reduced priced meal eligible (FRPM) identified under the “NSLP Program” column (which means students are indicated as a blank “No” under the “Direct Certification” column, blank “No” under the “Primary Residence Homeless” column, blank under the “Migrant Ed Program” column, “No” under “Foster” column, and  “181 Free” or “182-Reduced” under the “NSLP Program” column)  and verify there is supporting documentation such as a Free and Reduced Price Meal (FRPM) eligibility application under a federal nutrition program, an alternative household income data collection form that indicates the student was eligible for the designation, or a direct certification list obtained from the county welfare department, or COE that matches enrolled students against those children/households receiving CalFresh (or CALWORKs) benefits.

This change is made so that the audit guide conforms to the language included in the documentation that the auditors will be reviewing.
· An error was corrected section W.1.a.  The language noticed contained the word “of” rather than the correct word “or.” This change was necessary to ensure that the audit guide conforms to Education Code section 42238.01.  
· In section CC, the bracketed term “formerly Section AA” is deleted.  This verbiage is unnecessary, since each audit guide is stand alone for the year under audit.  Reference to the former section will cause unnecessary confusion.  The same change is made to section DD (which references “formerly Section BB”), section EE (which references “formerly Section CC”) and section FF (which references “formerly Section DD”).

The revisions made to the audit guide that were adopted after approval of the emergency action should take effect on filing.  Failure for these changes to take effect at the same time as the emergency regulatory text may cause unnecessary confusion for auditors, as well as errors in audits conducted for the 2015-16 year.  

Informative Digest
		An informative digest detailing the proposed revisions is contained in the Notice of Proposed Rulemaking.

Local Mandate Determination
The proposed regulations do not impose any mandate on local agencies or school districts.

Availability of the Final Statement of Reasons
A copy of this Final Statement of Reasons may be obtained by contacting Mary Kelly, Executive Officer, or from EAAP’s website.

Statement of Alternatives
	EAAP has determined that no alternative it considered or that was otherwise identified and brought to its attention would be more effective in carrying out the purpose for which the action is proposed, would be as effective and less burdensome to affected private persons than the proposed action, or would be more cost-effective to affected private persons and equally effective in implementing the statutory policy or other provision of law.

Availability of Documents on the Internet
Copies of the Notice of Proposed Rulemaking, Initial Statement of Reasons, text of the repealed regulation section in strikeout text, and this Final Statement of Reasons will be accessible, through the EAAP website:  www.eaap.ca.gov. 
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