Minutes of the

Education Audit Appeals Panel

Monday, May 20, 2013
915 L Street, Cedar Room

Sacramento

Call to Order and Roll Call

Chair David Botelho called the meeting to order at 1:38 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.
Approval of Minutes

Action:
The Panel approved the minutes of the April 22, 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 review requests were filed:  Waukena Joint U
ESD and Paradise USD.  Ms. Kelly stated that she had made one summary review determination of substantial compliance in the Ecademy Charter School case.  She added that there were no new formal appeals.
Ms. Kelly stated that with regard to the RDA Workload Report, there was a single case remaining, El Monte USD, and it was on the Panel’s 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 she was still following the trailer bill language, and there were several items that could impact EAAP by requiring inclusion in the audit guide.  She said they were in communication with staff at Department of Finance and Education, and any changes necessitated by the trailer bill language would be included as part of the 2013-14 Supplemental Audit Guide.
Ms. Kelly reported that Senate Bill 584 would amend the Education Code to add the requirement for the Controller to recommend that EAAP include in the Audit Guide the School Facilities Project.  The bill has passed out of Senate, and was read for the first time in Assembly on May 6.  
Ms. Kelly further reported that AB 948 would require that charter school facility grants be subject to Education Code 41020 audits.  It was re-referred to the Appropriations Committee, and is in the suspense file.
SB 302 would require compliance audits for cafeteria fund expenditures, but the way the bill is written is that ‘EAAP shall revise the Audit Guide to include clear and comprehensive guidance on what school districts may and may not do with the monies in the cafeteria school fund.  Ms. Kelly noted that staff from CDE have voiced concern with the way the bill is worded, and that she had made a notation on the LegInfo page and also replied to the Senate’s request that she provide cost estimates related how much it would cost EAAP to comply with SB 302.  Ms. Kelly reported that the bill as written exceeded EAAP’s statutory authority.  She added that the bill had been scheduled for hearing that morning.  

Ms. Kelly asked the Panel for guidance as to whether she should take a more active stand, formally opposing the bill.  Mr. Montero answered that the Panel’s position has been that EAAP is not a policy agency, though the parent organizations, Departments of Finance and Education could take positions, the Panel itself would only provide clarifying information and data, via email, phone, or even formal letter.
Ms. Oropeza stated her understanding that a bill’s author would respond better to suggested amendments than just to comments.  It was determined that it would be appropriate for Ms. Kelly to state, as though she were doing a bill analysis, that she was opposed unless amended, and provide suggested amended text.
	Item 4
	Emergency Regulations: 2013-14 Audit Guide

Annual update to the audit guide.
	Information

Action


Ms. Kelly stated that the text of both the proposed emergency and permanent regulations was identical, and that Items 4 and 5 should be discussed together.  Ms. Kelly reported that there was no conflict regarding the proposed language other than sections 19829 and 19847.  She said that the text had been modified since being provided to the Panel 10 days prior, as a result of discussions with EAAP constituency.  
Ms. Kelly reported that Section 19847 related to Education Protection Account Funds.  The version of that section provided to the Panel at the last meeting included too much specificity, and per the Panel’s direction, staff had modified the text to read ‘verify that funds provided from the Education Protection Account have been properly dispersed and expended as required by law.’  The Panel stated that they preferred this new language.  
Action:
The Panel adopted the proposed Emergency Regulations and approved initiation of the rulemaking process for the Permanent Regulations for the 2013-14 Audit Guide with the exclusion of Section 19829.  
Ms. Kelly reported that Section 19829 related to the Ratio of Administrative Employees to Teachers.  She noted that EAAP had several discussions with staff from both CDE and SCO and she provided replacement language proposed by SCO and revised by EAAP.  The panel considered the revised language and discussed: the relevance of the CSAM codes, duty statements and other data; SCO auditor interpretation versus CDE guidance; the need for clear definitions of terms; tension between the Superintendent’s statutory authority to calculate ratios and penalties versus the statutory audit requirement; and the dual objectives of ensuring ratio compliance and verifying the calculation; and, whether the calculation needs governing regulations.  
The Panel voted to leave the existing regulation in place with the following minor amendments: replacing the term “administrator” with “administrative employee” and inserting a reference to Education Code Section 41401 in subdivision (a). 

Action:
Regarding Section 19829, the Panel adopted the proposed Emergency Regulations and approved initiation of the rulemaking process for the Permanent Regulations for the 2013-14 Audit Guide as modified.  
	Item 5
	Notice of Proposed Rulemaking:

Permanent Regulations: 2013-14 Audit Guide

Annual update to the audit guide.
	Information

Action


Please see discussion and action above.

	Item 6
	Next Meeting

	Information

Action


The Panel’s next tentatively scheduled meeting is Monday, June 24, 2013.
The Public Session recessed at 2:38 p.m.

Closed Session

The Panel met in Closed Session from approximately 2:38 p.m. until 2:41 p.m.

Call to Order:  Public Session

Mr. Botelho recalled the Public Session to order at 2:41 p.m.

Closed Session Report:

Mr. Botelho reported that the Panel did not discuss the Perris litigation matter.  He further reported that the Panel had approved the El Monte City Elementary, EAAP Case No. R09-81 settlement agreement.
Adjournment 

Mr. Botelho adjourned the meeting at 2:41 p.m. [image: image1.png]
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