Peralta Community College District

Planning and Budgeting Council Meeting Minutes

September 24, 2010

Present: 
Linda Berry, Anita Black, Abigail Brewer, Timothy Brice, Debbie Budd, May Chen, Joe Doyle, Patricia Dudley, Bob Grill, Maurice Jones, Jacob Ng, Tae-Soon Park, Gabriela Pisano, Sheryl Queen, Elnora Webb, Debby Weintraub.
Chair/Co-Chair: Ron Gerhard, Karolyn van Putten
Guests:
Betty Inclan
Facilitator/Recorder:  
Linda Sanford, Joseph Bielanski
Absent: 
Mali Watkins, Student Representative.
	Agenda Item and Presenter(s)
	Discussion
	Follow-up Action
	Decisions
(Shared Agreement/
Resolved or Unresolved?)

	Meeting Called to Order 
	9:07 AM
 
	
	

	I. Agenda Review
Co-chairs/Facilitator
	Debbie Budd requested that each agenda have a standing item of a one page written report from the other three committees.
	
	Send official request to the other three committees for a monthly report.

	II. Review of Minutes from
 5-21 and 8-27                Meetings
Co-Chairs/Facilitator
	May 21, 2010 Minutes: Approved as submitted.
August 27, 2010 Summit Minutes: Approved with corrections.
Change: Maurice Jones was present but marked absent


	
	The minutes from May 21, 2010 and August 27, 2010 were approved.

	III. Proposed 2010-11 Budget

· Discussion

· Recommendations
Ron Gerhard, VC of Finance
	2010-2011 Budget Review:

· There was a request to discuss the method behind the development of the budget rather than just a read through of the budget.

· There was a request for a Measure A report and a discussion regarding expenditures from Measure A.

· The topic of the Budget Allocation Model was addressed. The VC of Finance confirmed that the budget allocation model will be implemented in next year’s budget in some form.

· At the November PBC meeting, the VC of Finance will begin the 2011-2012 Budget Development process, which will include how to allocate the budget.

· There is a need to factor in College Planning and linking college budgets to planning.

· There is a need to address funding of Student Services and also to note the impact of student services on student success rates.

· An equipment replacement plan needs to be including in funding allocation (Measure A)

In the course of the discussion May Chen moved:
To modify the timeline so this group can start the development of the 2011-2012 budget. To start the planning and budgeting in order to reach the 2010-2011 objectives. The 2010-2011 objectives need to link the goal between the college and the committee.

No one seconded the motion.

It was stated that we need to close this year’s cycle in a timely fashion. Changes to this year’s fiscal model needs to be in a separate discussion from the planning of next fiscal year’s model.

We need to have principles regarding the money going to the colleges. We need to look at the big picture and determine if we can provide student services funding (i.e., DSPS and EOPS) based on needs or is it strictly based on allocation from the State.

The lack of equipment replacement program was discussed. It was suggested that the PBC recommend to the Technology Committee that the PBC  needs an overall strategic plan for replacing computers. Maybe have it setup in Measure A budget that is transparent over 3 to 5 years.  There is a tremendous need transparency regarding Measure A.
Move: Anita Black. To request an IT Plan to come to the Planning and Budgeting Council. The plan should include strategic goals, personnel and maintenance costs, and date.

Second: Gabriella Pisano
Amendment: Due by December 10, 2010 in draft form. Accepted by Anita Black.
In response to the amount of the budget at the district office, it was stated that the reason why the District’s budget is larger than Laney’s budget is due to the centralization of services such as security, admissions and records, and financial aid. $14 million is nondiscretionary, of which one service is a match of a categorical program and the other $7.2 million is for debt service.  The reserve is also included in the district office budget
The VC of Finance stated that district office at this point  has corrected 10 to 12 out of 53 audit findings. The 2008-2009 audit was not completed until 2010.  Many audit findings will be repeated in the 2009-2010 audit since the Recovery Team did not start intervention until February 2010.
Some additional topics which were discussed include

· At the November meeting, the PBC will set guidelines or principles for the 2010-2011 meeting.

· There is a need for discussion regarding whether the colleges  have the necessary budget to meet their objectives.
· Need to do a benchmark survey of the district office budget in comparison to similar district offices which are structured like Peralta.

· Can we consider restructuring the district office based on an evaluation of the centralized services?

· Should the district be looking at a 2 year budget cycle and  2 year class scheduling?
	Request a Measure A Report.

Begin the 2010-2011 budget development process in November.

Need for an equipment replacement plan

Do a benchmark survey regarding district office budget.
	Officially request a draft IT Strategic Plan to be presented to the PBC at the December 10, 2010 meeting.



	IV.  OPEB Liability

Mike Lenahan
	The update on OPEB and the OPEB bonds was presented by Mike Lenahan.

The PowerPoint Presentation provided was updated on September 22, 2010. Benefits are fully paid if the employee is hired before July 2004 and up to age 65 if hired after July 2004. There was an Actuarial done in 2008, which showed an obligation of $153 million. There is a new Actuarial being developed right now and should be done by December 2010. Noted at the bottom of the handout, retiree benefits (2009) of $9.1 million. The original approach attempted by the District was to issue bonds to pay for retiree benefits and assumed a 6% return. The District issued $153 million in taxable bonds broken down into two segments. Most were convertible auction rate securities done in 2005. Note: $133 million was convertible rate securities, which no longer applies due to the 2008 market meltdown. Bonds were issued in 6 series that are of different years. The first series is due in 2010. Coupon bonds, we weren’t paying interest on it so the amount was added to the bond. The bond amount increased as a result. Bond service schedule goes until 2016.  Each year, it will increase by $1 million until 2015 and then it will increase to $6 million. This bond payment will be made through general fund. Of the $18 million due in 2015, $4.8 million will be used as payment from the reserve held at Deutsche Bank. The District entered into a very complex transaction. By deferring interest payments, the District will have more money in its general fund than they otherwise would have had.

The debt schedule goes to 2049. The last payment is $21 million. From 2010 to 2015, the numbers are fixed. The District will need to plan $1 million in reduction per year and factor it into the budget. The District took an aggressive approach and issued interest rate SWAPs, most common forms of derivatives. Morgan Stanley pays the Libor rate which at that time was over 4.9% but now is only .30%. The District pays the fixed rate of 4.9%. PCCD can get out of the SWAPs, but it will cost several million dollars to terminate. It was looked at in the past but the District continued, hoping the Libor rate would increase so the district  may sell the securities and get out of it. PCCD can sell if the Libor rate is above 5%, but it is hard to tell when it will get there. There are no historical comparisons.

In conclusion, $5.8 million is incoming from investments, but PCCD is  paying out $10 million to OPEB, $7.2 million to debt service, and $1.3 million to SWAPs.  
It was noted that currently there is a $13 million OPEB reserve.

There is a goal of a new strategy for OPEB by the end of December 2010.

The OPEB PowerPoint presentation will be emailed to everyone after the meeting.

	Need a follow-up report on OPEB.
	

	V.    Fiscal Update:  Draft Multi-Year Recovery Plan and Corrective Action Matrix.
ACCJC, Independent Audit 

Findings, Alameda County Grand Jury Findings
Ron Gerhard, VC of Finance
	The draft is an evolving document.  If you would like to recommend changes, please email Ron Gerhard or Tom Henry directly.

Matrix: Most of the changes are in the last column, Systematic/Source Integration. It contains information on what has been done and what plans are currently in place to correct the various findings (including the ACCJC recommendations and the Grand Jury findings). The first 13 findings are related to ACCJC and accreditation recommendations. Then the next 53 are Independent Audit Findings which includes the issue, recommendation, and who’s point. Ronald Gerhard recommends bringing this document back to this council throughout the course of the year. 

These documents are scheduled to go to the Board of Trustees for review and adoption on September 28, 2010. Then to the State Chancellor’s Office on September 30, 2010 and later as a part of the Follow -Up Report to ACCJC on October 15, 2010. 
Copies of the document will be available via email.

It was discussed that the colleges would like to support the District by taking part in the corrective actions; to get the word out to the constituencies and provide appropriate feedback. The colleges are accredited not the District. 
Move: Karolyn van Putten.  That we focus as a body on the section that includes the audit finding to support the colleges effected by or can be helpful in.

Second: Gabriela Pisano.

Per Laney College President Webb, to include from the colleges the appropriate changes and feedback.  She would like to add a column for internal purposes. Initial assessment can be in a form of documentation that can be shared with ACCJC team that comes in the next 6 months. It will show that we are all working together and supporting the District.
Restate Motion: To be applied to the entire document; review for areas where the colleges can give input.

Second: Gabriela Pisano.

Unanimously approved.
The Corrective Action Matrix will be sent to the College Presidents with the goal that they take the document to their college councils for discussion, input, and feedback and bring that back to the PBC.
	
	Officially request that the College Presidents review the corrective action matrix with their college councils to seek input for college involvement in resolving the various findings, with a particular focus on the ACCJC recommendations.

	VI.   Budget Development Changes
 Ron Gerhard, VC of Finance
	A memorandum was sent out to advise those with budget responsibility in terms of changes to the 2010-2011 budget. 

Key change: budget for fringe and employment taxes will be charged as actual cost to each unit’s budget.   In the past each unit was only charged a percentage of the actual cost.
Second change, the US Department of Education, CA Department of Education, and the State’s Chancellor’s Office came out with various accounting advisory about how to treat the OPEB costs for current employees. Guidance and literature states that for all categorical programs the OPEB cost for current employees is an allowable charge.
Literature is being sent to the colleges providing a clarification on the methodology and rationale. The charges are in alignment with the Actuarial study conducted by a licensed Actuarial and the Actuarial used recognized best practices and Actuarial method in the calculation, i.e. labor agreements including benefits level.

Information will be give to the Business Offices. Please work with your business office or the district finance department to make decisions. Mr. Gerhard’s recommendation is to budget for the most costly benefit and then if that employee selects something that is less costly then the department will have savings; or use a combined average of the renewal rate. If it costs more, then the department will have to find more money. Amounts in the budget are from the renewal rates from the pool. In the past, the cost went into a separate fund, which doesn’t give an accurate picture of the actual cost of the program. The auditors are questioning the adequacy of the previous method.
 
	
	

	VII.  Revised Timeline of Milestones for 2010-11

Co-chairs/ Facilitators
	· Move OPEB Liability to December
· Start Principles and Guideline discussion and review different examples of the Budget Allocation Model in October and expanding to November

· Discussion and selection of Districts used for benchmark survey in October

· Move College hiring priorities to November
	
	

	VIII. Future Topics

· Benchmark Survey (Comparison to Similar Districts)

· Budget Allocation Model

· Measure A 

· OPEB Liability

· Peralta Foundation Report

Co-chairs/ Facilitators

	Benchmark survey: Make analysis by activity code and compare it with our counterparts. Look at what we are spending per discipline per service and comparing that to our counterpart.
	
	

	IX.  Fall 2010 Meeting Dates

	
	
	

	Next Month:
	
	
	

	Future Agenda Items:
	
	
	

	Adjournment:
	12:00 PM
	
	

	Next meeting: 
	October 22, 2010 from 9-12:00PM
	
	

	
	
	
	


Minutes taken:   Sui Song
Attachments:  Proposed 2010-2011 Budget, Recovery Plan, Corrective Action Matrix, minutes from 5-21-10 & 8-27-10
Page 4 of 7

