Peralta Community College District

Planning and Budgeting Council Meeting Minutes

February 25, 2011

Present: 
Abigail Brewer, Anita Black, Debbie Budd, Debby Weintraub, Elnora Webb, Gabriella Pisano, Jacob Ng, Joe Doyle, Linda Berry, May Chen, Patricia Dudley, Sheryl Queen, Tae-Soon Park, Timothy Brice
Chair/Co-Chair: Ronald Gerhard, Karolyn van Putten
Guests:
 Minh Lam, Jo Ann Philips, George Kozitza, Betty Inclan, Mike Orkin, Shirley Coaston, Sonja Franetta
Presenter:
Minh Lam
Facilitator/Recorder:  Linda Sanford, Joseph Bielanski


Absent: 
 Maurice Jones, Bob Grill
	Agenda Item
	Discussion
	Follow-up Action
	Decisions

(Shared Agreement/Resolved or Unresolved?)

	Meeting Called to Order
	10:45 AM
	
	

	I.  Agenda Review and Review of Minutes
Linda Sanford
	Agenda: Approved.
Minutes: Approved without corrections.
	
	 

	II. Revised Timeline

Linda Sanford
	· The timeline will be presented at every meeting.
· Service areas assessment will be moved to April 29, 2011.
	
	College Presidents were requested to provide their budget reduction scenarios for the April PBC meeting.

	III. OPEB Update  

Vice Chancellor Gerhard
	· The OPEB handout presented provided an overview of what had transpired, what decisions were made, and the rationale behind it.
· Page 3 of the report shows a timeline history of the more significant events. Starting with 2005, it begins with the validation process that the District went through before a County of Alameda judge. The judge signed off that the District’s issuance of OPEB bonds is legal, permissible, and gave the District authorization to proceed.

· In 2010, last fiscal year, the District was required under the contract to start paying back the B-1 SWAP payment every five weeks in a sum of approximately $150,000. 

· The reason why OPEB became an issue for governmental agencies is because the Governmental Accounting Standards Board (GASB 45) required all governmental agencies such as Peralta to report what the liability is for post-employment benefits.

· The standard requires:

1. Districts hire an actuarial firm no less than every two years and conduct the study based upon the collective bargaining contract; what is the projected liability for current employees and current retirees that we are paying for currently for the foreseeable future.

2. Districts report on their balance sheets the liability and any asset that is restricted and set aside to offset that liability. Districts have a choice in whether or not to continue to pay as you go or to set aside additional money to build up a reserve to the amount the actuarial study indicated.

· Our District chose to issue bonds and restricted the money, set it aside, and invested it with assumptions built into it.

· The three major assumptions were:

1. We would achieve a certain investment rate over time.

2. Medical costs would increase at a steady rate.

3.  We would receive a certain amount of money from Cost of Living Adjustment (COLA) from the State. 

· Those three major assumptions never materialized.
· The District sold $153 million in bonds and invested the money. We have a debt service payment of an estimate of $1 million per year. Right now, the total liability on the bonds if we had to pay them off is $185 million. The value of the investment is $161 million as of January 2011. 
· The new actuarial study (draft) comes in and puts the liability at around $220 million. Had we not entered into the investment, we will have $220 million in liability. 
· We had benefited from the OPEB bonds. We had draw down $5.8 million per year to help the general fund pay for retiree health benefits.

· Page 15 of the report shows the annual liability that the district is paying out on the debt service of the bonds. In the initial years, from 2007 to 2009, the district did not make any payments. The consequence is that the district will have to make higher payments in later years.
· Page 22 shows the fiver primary challenges that we are planning for:

1. Escalating debt service.

2. SWAPs – six blocks. SWAPs are commonly used in Finance to hedge or mitigate risks. Every five weeks, we are paying around $150,000 to Morgan Stanley for the first block of SWAP. The options for the first SWAP are to pay it off or buy it out for a lump sum payment. We are looking at options for the remaining five blocks of SWAPs.

3. Convertible Auction Rate Securities and swaps.
4. Long-term debt management of OPEB. We need ongoing daily monitoring of this program.
5. Actuarial liability, retiree trust and investment policy. We are supposed to have a Retirement Board under government code. The Retirement Board is supposed to be an independent body and to have the governing Board relinquish their duties of daily oversight and management. Their charge is more on the actuarial study and the investment. We are setting up a District investment policy that touches upon that.
· Page 24 shows the  following options:
1. Restructuring all bonds. 
a) Pro: complete redo in our favor.
b) Con: very expensive.
2. Hybrid. Restructure part of it and leave the larger term years from 2030 to 2050 alone. It would eliminate the balloon payment in 2016.

3. Removed – not feasible.

· Last slide shows the recent actuarial report. In terms of GASB 45, Unfunded Actuarial Accrued Liability (UAAL) is what matters. Based upon the current report, the liabilities for 2010 are estimated at $216,538,000. In the new report (draft), that number is expected to go up to $225 million for fiscal year 2010-2011. The actuarial report will be going to the March 15, 2011 Board meeting to be received and filed.  The reason why the figure is so high is because we did not provide all the information to the actuarial firm last time. We did not include dental, vision, and other liabilities under the collective bargaining agreement. 
	
	

	IV. Revised Board Policies and Administrative Procedures
Vice Chancellor Gerhard
	· Board Policy #6.02. A recommendation to the Chancellor to change the language of budget preparation and provide an administrative procedure. 
· We never had an investment policy. The policy is generic. The related administrative procedure goes into more details. It follows CCLC and government codes that are applicable to us.
· The Retirement Board will have their own investment policy that will be much more complex and reflective of the type of investments they will have to deal with.
	
	 

	V. Draft IT Plan
Associate Vice Chancellor Lam
	· Brief overview was given on the draft IT Plan.
· Starting with an organizational chart overview. IT hired three analysts and is still looking to hire two more.

· Moving forward, IT will need to interact more with students, faculty, staff, college technology committees, vendors, and the District Technology Committee.

· Disaster recovery equipment. Each campus can be a disaster recovery site. PCCD would have one comprehensive disaster recovery plan.
· Common understanding among IT knowledge toolset and technology. 

· Short and long-term goals: training for staff and providing hands on experience. In the past, consultants were hired. In this model, staff is trained and can take ownership.

· Dr. Webb thanked AVC Lam and his team for their effort and the direction he conveyed in terms of integration and emphasis on professional development.

· Dr. Van Putten suggested adding a column on how each accomplishment would be addressed or assessed for each of the templates. 
· On the last page, the term “if budget allows” will be removed.
· Dr. Bielanski and Dean Sanford will collect all comments and forward them to AVC Lam by next week.
	 
	

	VI. Updated College Resource Requests 

	· Dr. Budd provided a synopsis. All colleges had gone through their shared governance structure at their campus prioritizing and putting forward what their requests are. The role of the District Education Committee is to look at what are some of the themes being asked from all of the campuses. They will look at all four plans and make a common motion to each committee. At the District level, refresh of computers, consolidating labs and refresh of equipment, are sorted through by areas. They had a lengthy discussion of assessment of student outcomes and encouraged student success. 
· Per Dean Sanford, the PBC will do a preliminary review and the same process that Dr. Budd described, which is to take a look at the document, look for commonalities, and look for things that can be broken down as District-wide needs.

· This item will be placed back on the agenda.

· We will break down each item and send it to the proper committee. For example, we will break out facilities and send it to the facilities committee. The same goes for technology.
	
	The District Facilities Committee and the District Technology Committee were requested to review their area in the college resource requests to determine if there was any commonality which could be addressed at a district level.

	VII.  Budget Allocation Model Workshop #2 Debrief
Linda Sanford
	· VC Gerhard, Dean Sanford, and Dr. Bielanski will take all the inputs, put it together in a draft form, and bring it back to the council for action as a preliminary draft of an updated PCCD Budget Allocation Model
· Dr. May Chen will send information from the last workshop assignment.
	
	

	Adjournment:
	12:45 PM
	
	

	Next meeting: 
	 March 25, 2011
	
	


Minutes taken:  Sui Song
Attachments:  All handouts for this meeting can be found at  

http://eperalta.org/wp/pbi/planning-and-budgeting-council/pbc-documents/ 
Page 7 of 7

