Minutes of the

Education Audit Appeals Panel

Monday, April 22, 2013
915 L Street, Cedar Room

Sacramento

Call to Order and Roll Call

Chair David Botelho called the meeting to order at 1:33 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 would be no closed session.
Approval of Minutes

Action:
The Panel approved the minutes of the March 25, 2013 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, two summary reviews were filed; Oroville Union HSD and Fort Bragg USD, and Foresthill Union ESD had filed a formal appeal.  Ms. Kelly stated that a determination had issued in one summary review, El Tejon USD, with no relief granted.  Mr. Montero asked whether Perris Union HSD had the same exact finding from 2006-07 through 2010-11.  Ms. Kelly confirmed that was true.
Ms. Kelly stated that with regard to the RDA Workload Report, a settlement had been received regarding the one remaining matter, El Monte USD, after the agenda mailing and would be on the next 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 EAAP was following a few bills at this time, including SB 39, which implements the California Clean Energy Jobs Act (Proposition 39 passed in November 2012).  SB 39 includes an audit requirement specific to the Office of Public School Construction, with no requirement that it be included in the Audit Guide.
Ms. Kelly said that SB 49, which she reported on at the last meeting, had been amended to remove the requirement that the auditor include a summary of the extent to which LEAs have complied with the requirement to develop a comprehensive school safety plan.  In its present form, the bill has no impact on EAAP.

Ms. Kelly reported that she continues to monitor SB 584, which would add a requirement that on or before January 1, 2015, the State Controller, in consultation with the State Allocation Board, Department of Finance, and Department of Education, submit content related to school facilities projects to EAAP for inclusion in the Audit Guide.  She added that this bill has been re-referred to the Appropriations Committee, and was set for hearing on April 29.
Ms. Kelly then reported on SB 302, which would require the Audit Guide to include compliance audits of cafeteria fund expenditures, and that follows the recommendations of the Senate Office of Oversight and Outcomes report “Cafeteria Food Fight.”  Ms. Kelly stated that this seems to be outside of EAAP’s jurisdiction.  Ms. Oropeza added that the bigger issue was the methodology that districts were using to draw down the federal monies, which needed to be worked out with the Federal Government.  Ms. Kelly added that she’d left the author a note regarding how the language exceeded the scope of EAAP’s jurisdiction, and stated that she would bring more information to the next meeting.   This bill is set for hearing by the Senate Education on May 1.
	Item 4
	Permanent Supplemental Regulations:  Audit Guide 2012-13

Proposed permanent supplemental regulations for current year:

No comments were received during the 45-day notice period, which ended April 1, 2013; take action as appropriate to adopt or amend the proposed regulations.
	Information

Action


Ms. Kelly reported that no comments had been received during the 45-day comment period which ended on April 1, and that at this time the Panel could take action to adopt or amend the proposed Permanent Supplemental Regulations for the 2012-13 Audit Guide.

Action:
The Panel adopted the Permanent Supplemental Regulations for the 2012-13 Audit Guide.  
	Item 5
	Emergency Regulations: 2013-14 Audit Guide

Annual update to the audit guide.
	Information

Action


Ms. Kelly suggested that since the text of the proposed regulations in Items 5 and 6 was the same, both items could be covered in the same discussion.  Ms. Kelly stated that the Panel had been given the proposed draft regulations 10 days prior to the meeting, and that copies were on the back table. 
Ms. Kelly reviewed changes including conforming or clarifying changes and minor modifications to language; and then stated that the Audit Guide Committee had recommended that Section 19829 regarding the Ratio of Administrative Employees to Teachers be removed from the Audit Guide until the pertinent statutes and/or regulations are revised.  She added that there was some discussion, and that the EAAP and SCO staff counsels feel that removing Section 19829 from the Audit Guide would violate Education Code Section 41407, which states that “notwithstanding any other provision of law, a school district is subject … to audits.”  Ms. Oropeza stated the Department of Education agreed that the section should be retained, and that work was needed in areas where there was disagreement with some of the definitions.
Staff Counsel Timothy Morgan said it would be helpful to receive more information during May regarding the definitional nuances in order to be able to have the language to the Panel by the next meeting, so that the emergency regulations can be in place by the July 1 statutory deadline.  Ms. Kelly asked staff to distribute a modified version of Section 19829, and stated that staff at the Department of Finance felt that the Governor’s restructuring proposal would make this section go away.  Ms. Oropeza stated that if the proposal was adopted, Section 19829 could be deleted in the March supplemental rulemaking process.  The Panel reviewed the distributed modified language of Section 19829.
Ms. Kelly reported that the Audit Guide Committee had recommended adding an audit step to comply with Proposition 30, and that recommendation, which included several examples of administrative costs that would not be allowable, was included in the draft language previously provided to the Panel.  She stated that staff felt that Proposition 30 did not include that level of detail, and that including the specific examples proposed by the committee could be seen as making a substantive interpretation of the law, which is beyond EAAP’s authority.  

Ms. Kelly stated that staff had discussed using very plain language, stating exactly what Proposition 30 states and not adding the specific examples proposed by the Audit Guide Committee.  She provided a simplified version of Section 19847 to the Panel for their consideration.  
After significant discussion, the Panel directed staff to return to the next meeting with a more streamlined version of Section 19847 for their consideration. 
	Item 6
	Notice of Proposed Rulemaking:

Permanent Regulations: 2013-14 Audit Guide

Annual update to the audit guide.
	Information

Action


See Item 5 discussion.

	Item 7
	Next Meeting


	Information

Action


The Panel’s next tentatively scheduled meeting is Monday, May 20, 2013.
Adjournment 

Mr. Botelho adjourned the meeting at 2:12 p.m. [image: image1.png]
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