September 1, 2016

Pedro Nava, Chairman
Little Hoover Commission
925 L Street, Suite 805
Sacramento, CA 95814

Sent to: Carole D'Elia, Executive Director
Little Hoover Commission
Email address: carole.d’elia@lhc.ca.gov

Chairman Nava:

The California League of Bond Oversight Committees (CalLBOC) is pleased to present our
recommendations to the Little Hoover Commission on what measures the State can take to
ensure that the significant amount of debt issued by local agencies can be spent as efficiently
as possible. Our focus is on Proposition 39 School Bonds.

As background, our Mission Statement is as follows:

To promote school district accountability by improving the fraining and resources
available to California's Prop 39 school bond oversight committees, educating the state
legislature, local school boards, and the public about the oversight and reporting power
these Citizens' Bond Oversight Committees (CBOCs) have, and to advocate on a state
level, where appropriate, on issues of common concern to all CBOCs.

CalBOC is an all-volunteer, non-partisan association of Citizen Bond Oversight Committee
(CBOC) members, current and past, who are interested in helping other CBOC members.
CalBOC was formed in 2006 by CBOC members frying to find better training to help perform
their duties. In short, our Mission and Volunteer Board of Directors strongly support efficient
spending of bond proceeds.

There are two specific areas we feel require more focus, attention, and where necessary
statutory change:

1. Implementation of a Structured Training Program for all Citizens' Bond Oversight Members.
In order to have the most effective bond oversight, the volunteer citizens must have a basic
understanding of the role of the bond committee and its required reports (e.g. Performance
Audit, Annual Report) pursuant to State Law. CalBOC stands ready to assist in a training effort
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which could possibly be administered by a number of entities such as the Fiscal Crisis
Management Assessment Team (FCMAT). It could be available on line via video instruction.

2. Require the Annual Performance Audit for a Bond Program be comprehensive and far
reaching in its analysis, which would include a review of Program Effectiveness and Internal
Controls. An Annual Performance Audit is required pursuant to the California Constitution with
specific Audit requirements found in the Education Code. These requirements include
compliance with the General Government Auditing and Accounting Standards (GAGAS).

Presently Performance Audits are only required to focus on Compliance. With respect to
Compliance, this relates to assurance: 1) none of the bond proceeds were spent on teachers’
salary or operations 2) only the type of projects allowed by the California Constitution (e.g.
construction, reconstruction, rehabilitation, or replacement of school facilities) and in the voter
approved project list were authorized for expenditures.

In order to get at the Oversight requirements that there should be an active review of whether
the bond spending is proper, it is recommended Program Effectiveness and Internal Controls
be reviewed by the Performance Auditor. In short, the review would not just look at what you
spent the money on but would also analyze the effectiveness and controls over that spending.

Professionals familiar with the design and construction processes inherent in any bond
program should do the Performance Audit review. For instance, the consultant should be
familiar with proper claims avoidance control in a construction environment.

There are specific training and experience requirements in GAGAS in the conduct of
Performance Audit. We must make sure there are auditors who understand the nuances of a
bond/construction program. Just because you are a Certified Public Accountant does not
mean one understands whether there are proper procedures in place to reduce change
orders in construction.

In addition, enclosed with this letter are two CalBOC proposals relative to Performance Audit
and Training. These proposals include are Operating Guidelines which may provide assistance
in your review of possible legislative or process changes.

Please do not hesitate to contact me if you have any questions.

Sincerely,

Michael Twrnipseed

Michael Turnipseed, President

California League of Bond Oversight Committees
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