Minutes of the

Education Audit Appeals Panel

Monday, February 23, 2015
915 L Street, Cedar Room

Sacramento

Call to Order and Roll Call

Chair David Botelho called the meeting to order at 1:35 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. Panel members absent: Nick Schweizer, designee of the Superintendent of Public Instruction.

Review of Agenda 

Mr. Botelho read out the agenda items.  
Approval of Minutes

Action:
The Panel approved the minutes of the December 15, 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, a summary review request was filed by Taft City Schools; and partial relief was granted in the Chawanakee case, reducing the penalty from approximately $61,274 to $31,000.  Ms. Kelly added that one formal appeal had been filed, by Inglewood USD since the last meeting.  Ms. Kelly noted that there was a settlement involving Camino Science and Natural Resources Charter School on the closed session agenda.
	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


Ms. Kelly reported that there was no legislation to discuss.  

	Item 4
	Emergency Supplemental Regulations:  2014-15 Audit Guide

To address issues resulting from legislative changes to the conditions of apportionment, and make non-substantive edits.
	Information

Action


Ms. Kelly stated that the text for Items 4 and 5 was identical, and the items should be discussed together.  

Ms. Kelly reported that the State Controller’s Office had proposed several changes which were incorporated into the proposed 2014-15 Supplemental Audit Guide, and that statute requires any such changes be adopted by March 1.  Ms. Kelly added that, if approved by the Panel, the emergency rulemaking package would be posted on EAAP’s website and forwarded to its interested party list by the end of the day, and five days later, on March 2, the package would be submitted to the Office of Administrative Law.  After EAAP’s filing with OAL, the public would have five working days (March 9) in which to submit comments in writing to EAAP and OAL.  This process allows for the emergency regulations to be filed with the Secretary of State by March 13.  The regular rulemaking process would follow, allowing for a 45-day public comment period.
Ms. Kelly noted that the proposed text had been sent to the Panel, and she provided them with some additional information, that was also available as a handout.  Ms. Kelly stated that with the new Audit Guide format, the proposed regulatory language was now modified to incorporate the Audit Guide by reference, so that the language need not be changed every year.

Ms. Kelly detailed the changes to the Audit Guide itself, beginning on page 4 and 30, with new language required by the trailer bill regarding adult education, under which the departments of Education and Finance thought it would be useful to have the baseline dollar amounts established in order to look at the maintenance of effort issues.  
On page 5, a five digit audit reporting code was added to cover the local control accountability plan at the request of the State Controller’s Office.
On page 9, clarifying words were added for the independent study section of the audit guide.

On page 13, the language was changed to reflect the fact that the maximum length of time for an independent study agreement has been changed from half a year to the full school year.

On page 14, the language was modified to reflect legislation that no longer requires the signature and date on student work samples.

On page 31, the California Clean Energy Jobs Act section was revised to add referencing websites for guidelines and total award available.
On page 37, an audit step was added to ensure that schools followed data collection procedures specified in Section 42238.01.  This section was also revised to add a reference to a website detailing Enrollment and Unduplicated Pupil counts.
Mr. Montero asked for clarification whether the superseded federal regulation was the reason that the baseline dollar amounts be established for the adult education programs regarding the maintenance of effort issues.  Arlene Matsuura of the Department of Education answered that statute now allows for provision 2 and 3 schools to do a base year, beginning in 2014-15, and the language added to the Audit Guide is to alert auditors to that.  
Ms. Kelly noted that the remainder of the changes involved conforming language, and adding resource website links.

Action:
The Panel adopted the proposed Emergency Supplemental Regulations and approved initiation of the rulemaking process for the Permanent Supplemental Regulations for the 2014-15 Audit Guide. 
	Item 5
	Notice of Proposed Rulemaking:

Permanent Supplemental Regulations:  2014-15 Audit Guide
	Information

Action


Please see discussion and action above.

	Item 6
	Request for Waiver of Education Code 41020(f)(2)

Hill, Morgan and Associates, LLP
	Information

Action


Ms. Kelly reported that EAAP had received a request from a certified public accounting firm to grant a waiver of Education Code Section 41020(f)(2).  She added that the firm had audited 10 charter schools for over 5 years continuously, and that all 10 of the schools were located in a large metropolitan area.
Ms. Kelly stated that staff was of the opinion that in such a metropolitan area, there were several other firms eligible to conduct audits on behalf of those schools, and there was no need for a waiver.

Action:
The Panel denied the waiver of Education Code Section 41020(f)(2). 
	Item 7
	Next Meeting

March 23, 2015
	Information

Action


The Panel’s next meeting is tentatively scheduled for Monday, March 23, 2015, at 1:30 p.m.

The Public Session recessed at 1:55 p.m.

Closed Session

The Panel met in Closed Session from approximately 1:55 p.m. until 2:30 p.m.

Call to Order:  Public Session

Mr. Botelho recalled the Public Session to order at 2:30 p.m.

Closed Session Report:

Mr. Botelho reported that the Panel had discussed the Options for Youth, Opportunities for Learning litigation matter, but had taken no action, and that the Panel had approved the Stipulated Agreement of the parties in the Camino Science and Natural Resources Charter School matter (EAAP Case No. 14-04).  Mr. Botelho further reported that the Panel had evaluated the performance and value provided to the agency by a public employee and had voted to increase the salary of its Executive Officer.
Adjournment 

Mr. Botelho adjourned the meeting at 2:31 p.m. [image: image1.png]
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