Governor Schwarzenegger Appoints New Secretary of Education
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On March 28, 2007, Governor Arnold Schwarzenegger announced his appointment of David Long as Secretary of Education. Dr. Long’s most recent position was serving as the Riverside County Superintendent of Schools, a position he has held since 1999.

Of the appointment, Governor Schwarzenegger stated, “David will add tremendous knowledge and skill to our great education team, and I know he will work in a bipartisan effort to make sure our kids come out on top. I am excited to work with David on improving student achievement, bringing up low-performing schools, hiring and keeping quality teachers, building new facilities, promoting career-tech, increasing accountability, and helping kids pass the high school exit exam.”
Dr. Long—who has over 40 years of education experience—began his career in the classroom in 1961 and has held various positions in several educational settings, including school principal and assistant superintendent, before landing in the Riverside County Office of Education. He currently serves on the Board of Directors of the California County Superintendents Educational Services Association (CCSESA). Dr. Long also serves as chair of the Federal Education Safe and Drug Free Schools and Community Advisory Committee, which reports directly to U.S. Secretary of Education Margaret Spellings. 

Dr. Long replaces Acting Secretary of Education Scott Himelstein, who has served the Governor since the resignation of former Secretary Alan Bersin. This position does not require Senate confirmation. 
Proposed Legislation Would Require Employer Contributions for Working STRS Retirees

Senator Alex Padilla (D-Pacoima) has introduced SB 901, which would make several significant changes to the Education Code affecting State Teachers’ Retirement System (STRS) retirees who choose to return to work. Currently, neither the retiree nor the school agency make contributions to STRS for the earnings of STRS retirees who return to work in a school agency. However, the post-retirement earnings are tracked against the STRS post-retirement earnings limitation, and if it is exceeded, the retiree’s benefit amount from STRS will be reduced dollar for dollar over the limitation amount. There are various exceptions to the earnings limitation, which were outlined in our previous Fiscal Report article, “Exemptions from the STRS Post-Retirement Earnings Limitation,” dated June 23, 2006. What follows are the changes that SB 901 would make to these provisions.

· The first proposed change would be to implement employer contributions on all post-retirement earnings. The contribution required would be the same as for active STRS member earnings—8.25%—which increases the cost of employing STRS retirees in a school agency. However, the retiree is not required to make STRS contributions like those of active STRS members. The implementation of employer contributions on post-retirement earnings was one of the myriad options being considered by STRS last year in its study of alternatives for decreasing the unfunded portion of the liability within the basic retirement program. 

· Some of the other changes would extend the sunset dates of some of the exemptions from the post-retirement earnings limitation from January 1, 2008, to June 30, 2008. This would cause the timing of the earnings limitation exemptions to coincide with the school year and the STRS fiscal year, the same time frame over which the post-retirement earnings limitation is measured. While there is great interest on the part of many STRS retirees and some school agencies to extend these provisions indefinitely, this extension would at least allow school agencies to make commitments for these services through the next school year.

· One existing exemption from the post-retirement earnings limitation is for a retiree who has not returned to work for at least 12 consecutive months after retirement. This bill would extend this particular exemption until June 30, 2012. This bill would also define a new exemption, which would sunset on June 30, 2012, for a STRS retiree who is 60 years of age or older as of July 1 of the school year in which the retired member begins performing creditable service. The only other earnings limitation exemption that would still exist would be the exemption for STRS retirees providing direct remedial instruction for grades 2-12, which currently has no sunset date. 

It is still very early in the process for this bill, as it is still in the policy committee of the first house. To be sure, many STRS retirees and school agencies would be affected by the current provisions of this bill, and this is one that we will be reporting on in future issues of the Fiscal Report.

What Options Are Available for School Districts to Borrow Cash?

Q.
My district does not have sufficient cash in the General Fund for the month of March. It is due to the timing of the payroll and the receipt of the State apportionment. What options do we have now in terms of borrowing to keep the General Fund’s cash from going negative this month?

A. 
Since there is extra emphasis on the word “now” in your question, the quickest and easiest way to solve your cash flow need is through an internal borrowing. It is not uncommon for a district to borrow cash temporarily between funds to meet cash flow shortages. Temporary interfund borrowing of cash is permitted by Education Code (EC) Section 42603 for K-12 districts and the district governing board’s approval is required.

EC 42603 states “the governing board of any school district may direct that moneys held in any fund or account may be temporarily transferred to another fund or account of the district for payment of obligations. The transfer shall be accounted for as temporary borrowing between funds or accounts and shall not be available for appropriation or be considered income to the borrowing fund or account.  Amounts transferred shall be repaid either in the same fiscal year or in the following fiscal year if the transfer takes place within the final 120 calendar days of a fiscal year.  Borrowing shall occur only when the fund or account receiving the money will earn sufficient income, during the current fiscal year, to repay the amount transferred.  No more than 75 percent of the maximum of moneys held in any fund or account during a current fiscal year may be transferred.”

School districts also have the option if there is not sufficient cash in other funds to request to temporarily borrow cash from the County Treasury to meet cash flow shortages per Article XVI, Section 6, of the California Constitution; however, the County Treasury cannot loan districts money after the last Monday in April of the current fiscal year. The governing board’s approval is also required for this type of borrowing.

Many districts anticipate annually the need to temporarily borrow cash based on their detailed cash flow analysis. Advance recognition of a temporary cash flow shortage is critical for district staff in collaborating with its respective governing boards and county offices. 

