Board Audit and Finance Committee Minutes: November 16, 2009


The Peralta Colleges Governing Board
Audit and Finance Committee Minutes
District Board Room
333 East 8th St., Oakland, California

16 November 2009
12:30 PM to 3:00 PM

Present:  Chancellor Harris, Trustees Withrow, Gulassa, Riley, and Guillén, Student Trustees Mouton-Patterson and Thompson, Presidents Inclan, Herring, Adams, Chong, Acting President Webb, Thomas Smith, Yvonne Dorough, Wise Allen, Sadiq Ikharo, Connie Willis, Joan Berezin, Shirley Coaston, Karolyn van Putten, Bob Grill, Joseph Bielanski, Jeff Heyman, Helena Lengel, Shirley Slaughter, James Bracy. Lisa Watkins-Tanner, Becky Hsieh, Krista Johns, Joe Doyle, Anita Black, Gloria Vogt, Helene Lecar, Victor Flint, Debbie Budd, May Chen.   
1. Detailed presentation, analysis and discussion of the 2009-2010 budget and the overall financial status of The Peralta Colleges.  Presenters:  Vice Chancellor Tom Smith and the College Presidents.

Vice Chancellor Smith gave an update as to where we are in the State with the budget.  The State is $5-7 billion dollars in the arrears.  The State budget is a moving target, and it’s worse today than we were initially told, and it will be worse next year.  Our budget shows ancillary information and trends, which other Districts do not include.  Some employees in other District’s are working full-time just writing their budget books, and we do not have that kind of staffing.  
Trustee Guillén asked about the faculty budget reduction.  This budget reflects the 4 researcher position reductions, but not the other Board approved position reductions.  There was some buildup in the reserve due to funds not being spent as much as they had initially been projected.  We overspent in faculty salaries by $2 million (M) last year, due to unfunded growth.  About $1.6M (not $4M) from faculty leave banking is a restriction against the reserve.  The Board took action that will eventually provide $600,000/year as income from the Merritt college solar panels that is not reflected in the budget, and Trustee Guillén also doesn’t see an energy usage reduction related to this item.  This budget doesn’t reflect those savings.  Our revenues are State-approved, conservative revenues that come directly from the budget book.  Trustee Guillén thinks this budget is too conservative on the revenue and expenditures side.  Vice Chancellor Smith feels there will be a huge property tax shortfall that will impose a mid-year cut.  He doesn’t feel that our reserves are high enough for future years, considering future rising medical costs, OPEB principal repayment, and increased STRS/PERS costs.  Trustee Guillén feels that the Chevron savings should be incorporated into the budget.  Trustee Withrow recognizes that the finance department is small.  He feels that assumptions should be reflected in the budget, and that the solar project could be listed in an addendum.  He feels that we should provide added resources necessary to produce this booklet.  We will not be in compliance with the 50% law, unless we cut $2M from the non-instructional side of our budget.  A waiver may be obtained through the State Chancellor’s office.  85% of our budget is for salary, wages, and benefits.  There would have to be a reduction in the non-instructional side for us to be compliant.  President Herring shared the process of how the colleges cut 2%, and then reduced by an added $400,000.  President Inclan shared her reductions in ZZs, not filling a custodian position, and cutting her researcher position.  Dr. Webb shared that input from the Laney college counsel was received with substantial feedback.  The effects are difficult and challenging, and they are working to streamline student services in personnel.  Their goal is to not to affect core student services, such as general counseling.  President Adams shared these are times that are anti student success.  Cuts have to be made, but the cuts are against the overall game plan of the community colleges.  $493,000 from the general funds is being cut, and $704,000 categorical cuts.  A bookstore program is being developed to help students.  The Chancellor shared these are the worst financial times he’s seen since being here.  We are creatures of the State.  We have tried to be as creative as we could be with limited resources.  Hourly and part-time staff have received the largest hit.  $13 million dollars have been cut from our budget.  50% of our independent consultants have been cut.  We have backfilled from the reserve for some DSPS programs.  There will likely be cuts in the next few years of budgets.  He believes that the current cuts have been minimal.  Access is being denied.  We have cut 500 sections.  We will need to be creative to meet other service level areas.  Trustee Withrow asked about categorical revenues and expenditures that affect the 50% law.  What happens when monies go from unrestricted to categorical funds is not known yet.  It currently doesn’t affect the percentages in the budget.  We have to follow what the State Chancellor determines them to be.  Helena Lengel shared that this is being option is being considered by the Board of Governors.  The legislative intent of the AARA funds was to be used for a back-fill.  Bob Grill shared that there need to be discussions about priorities.  He feels hard work needs to be done on any cuts.  He shared that the number of vacant positions listed in the budget were incorrect.  He asked for a good process to vet this information and to report back inaccuracies.  The Chancellor shared that people are asked to give errors noticed to Vice Chancellor Smith by the end of November.  This document is a snapshot of a moving target.  We need to start on the 2010-11 budget in the planning and budget committee, perhaps with a 2 year budget and a 5 year planning document.  We’ve been delayed from getting fiscal information from the State.  The college councils should filter information to Vice Chancellor Smith.  Trustee Withrow shared that this is a living, changing document.  Trustee Gulassa stressed that he was astounded that there was no annual budget presented last year, and also feels we shouldn’t skimp on resources to produce this booklet and the assumptions made within.  He is deeply concerned that we are remiss and slow with this obligation.  He feels it makes the Trustees and the District look bad.  Vice Chancellor Smith shared that the currently identified errors are not material.  All identified errors will be considered.  We can’t adopt a budget until the State does.  We did an extensive tentative budget last year.  We monitor our budget weekly.  The State didn’t pass a budget until last month, and we can only follow their lead.  The quality and management of our budget has been excellent, and we have grown from a 3% reserve and on the accreditation watch list, to our present condition.  Without our healthy reserve, we would be experiencing greater layoffs.  Trustee Gulassa wants documents to be delivered roughly when they are due and to be reasonably dependable.  Trustee Guillén appreciates our current reserve.  He sees other community colleges with 10% salary reductions across the board for all employees.  He thought that the AARA funds were budgeted at $800,000.  Trustee Guillén agrees that our budget should be conservative, and that it will take a few years to restore our funding levels.  He feels that our budget is too conservative, with projections not including anticipated revenues, such as the Chevron rebates.  He reported that 17.5% of our student body already have a higher degree, and he doesn’t like these students competing with new, incoming and continuing students entering from high school.  He would like to see conversations with Ed Services on these issues.  Vice Chancellor Ikharo clarified that the Chevron project savings are anticipated when the program becomes fully functioning.  He feels we may have $200,000-$300,000 savings in next year’s budget.  Trustee Guillén wants us to move forward with solar options for all of our campuses, and he shares that bond funds are available for us to sell as part of a 5 megawatt program.  
Speaker Berezin shared our big fight is in Sacramento to organize students.  She feels there was no time to look at all of the budget changes.  She asks for the greatest possible amount of shared governance, and shares that the December 15th Board meeting is during final’s week.  Students ask her in what areas we are still spending funds on consultants, and she’d like to know where to find this information.  She asked if there are administrative freezes at the District or not.  She feels it’s strange to hire a custodian to do oversight at the District, but not to have someone hired for custodial work at BCC.   Her suggestion was for those making over $100,000 to take furlough days.  She feels that BCC wasn’t in parity prior to these cuts, and that there are now huge cuts, and that less work will get done.  She feels if students attend BCC that students will get inferior education.  Trustee Withrow added that a consultant is an advisor.  He feels that many other consultants are performing a function.  In IT, he sees this as a necessary short-term skill sets.  Trustee Withrow asked that our strategic plan examine how we use consultants.  The Chancellor shared that 50% of our consultant’s budget has been cut.  Consultant lists are published, and can be discussed at the shared governance committees.  There has been selective position freezing.  An update was given on the new manager hired positions for a half-time custodial night manager, Laney college food services manager, and an EOPS administrator, required by the State at COA.  Dr. Ikharo shared that some new manager positions are being paid from Measure A to save the District funds.  Vice Chancellor Smith shared that equity has been a goal.  3 colleges took cuts in their budgets.  BCC’s budget this year is $14.9 M, which is an increase.  Faculty are asked to work much harder to serve our students.  Dr. Allen shared enrollment information, with BCC having an FTES increase from 103 to 107.6.  The schedule was then built on a larger number of students.  The spring budget is $17M, but it must be budgeted at $15M.  1351 must be reduced by another $2M in the spring.  Unless the colleges reduce their 1351s, there will be another $2M budget deficit.

Speaker Long is BCC Student body president.  He sees a 44% growth in instruction, with no growth in student services.  He urges the Board to relieve this inequity.  A marketing consultant position was asked about, which is a public affairs position.  The TV station operates 24/7 at a budget of $536,000, of which $202,000 is generated by the station.  The Chancellor also asks that we not be penny wise and pound foolish.  Dr. Allen also adds that we’re one of the few Districts to have a station, and that it would be very foolish to give that up.  Speaker Hsieh shared that consultants are often used for frivolous ideas, and that the former technology committee pointed out that current employees often have the necessary skills to implement such high tech jobs.  She feels that our employees have a vested interest to make Peralta better, and she suggests that we have in-house people perform the tasks whenever possible.  She asked where the funds for the Vice Chancellor of HR will be taken.  She has been here for 35 years, and barely makes $50,000/year.  She feels that SEIU is constantly being stepped on and has given up many benefits.  The Chancellor shared that employees are being hired for the programming side of IT.  
Trustee Guillén feels that the projected $27M State shortfall from the local tax base is overstated.  The Chancellor shared that the State provided that figure. We don’t receive automatic backfill if the figures are inaccurate.  Speaker Maxwell is DSPS coordinator at COA.  The DSPS programs met to address creative ways in which they can be more efficient.  She’s concerned that it’s the middle of November, and that students are still coming in and need services.  She doesn’t feel that DSPS has been restored to its prior funding levels.  We should know in one month the final State funding levels.  A 41% cut is still anticipated, and she feels we can’t serve our students at that level.  The District budget reflected that 2% of the general budget was transferred to DSPS, and she asks for that exact amount.  $1.1M was transferred from the District.  Dr. Allen shared the allocation amounts funded to those programs.  Trustee Withrow asked how communications occur with program funding information.  Vice Chancellor Allen shared that funding is often received after the fact, which is a problem, based upon the number of students served, and that categorical funding formulas are complicated.  Each program serves a different population.  The colleges are trying to provide as many services as possible.  The Chancellor shared that we’re providing necessary services, and trying to find creative ways to provide services through this budget struggle.  The Colleges were able to use some roll-over funds.  Speaker Doyle feels less services will be provided.  A   Student speaker reported that he is now attending Laney College rather than BCC to receive better student services and to be able to see a counselor.  He asked about information on page 18, section 3, for unrestricted general funds, unallocated college distribution.  The explanation to this is listed on page 22.  Part-time faculty receive a State allocation amount, and funding for office hours, site budget, PFT banking for all four sites.  Dr. Stark and Vice Chancellor Smith will get together to answer her questions.  Historically, international student funds have not been included in the District budget.  Trustee Withrow feels that those and all funds should be apparent in the budget.  The Chancellor will look into this suggestion with the college Presidents.  President Inclan shares that the colleges receive international discretionary monies of about $72,000 for some marketing, that is tracked at the colleges.  Speaker Hsieh asked that the Peralta budget include all of the relevant funds for greater transparency.  It was reported that Peralta TV is budgeted in local services, restricted funds, and are not part of the unrestricted funds on page 9.  It would help to have a footnote to indicate the source of funding.  PFT bank leave monies of $1.6 are a legal requirement with a contractual obligation to have that money set aside.  Speaker Berezin asked if the Board is considering raising the costs for facility rentals.  Vice Chancellor Ikharo has a committee with the business managers looking into this matter with a new fee structure for profit and non-profit.  He hopes to have a presentation ready on this in January.  Speaker Black shared that some of the unrestricted general fund staffing are listed at less than 1.0, and that some of figures are inaccurate. FTE positions could be authorized on an annual basis, which is why the figures are rounded up.  Faculty and tenured members always have a right to their authorized general funds.  The revised budget presented to the Board at the December 15th meeting will have some changes.  Speaker Slaughter referred to section 3 on page 22 for unallocated distribution and encumbrance carryover dollars that if not used are then swept.  Assistant Vice Chancellor for Budget and Finance Dorrough responded that late invoices and delivery of services bills are used for the unrestricted funds, for bills that haven’t been paid in the appropriate year, that is calculated from last year’s unpaid bills.  Speaker Tanner-Watkins appreciates the workshop presented today.  She asked where the $400,000 funds saved by the researchers have been applied in the budget, and asked for SEIU’s share in the cuts.  The Chancellor addressed the questions, and the budget and decision making process used to date.  The SEIU share was presented in the context of furlough discussions only, but that did not occur.  A Step and column freeze would have to be negotiated with the union if considered as an option.  Step and column kicks in at ones anniversary hire date, and it hasn’t been explored, but is currently a contractual obligation.  
Respectfully submitted,
Roxanne Epstein

Assistant to the Chancellor/Board Clerk
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