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	SUBJECT

Charter School: Approval of Funding Determination Rates for Nonclassroom-based Charter Schools.
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	Action

	
	 FORMCHECKBOX 

	Information

	
	 FORMCHECKBOX 

	Public Hearing


	RECOMMENDATION


The Advisory Commission on Charter Schools (ACCS) recommends that the State Board of Education (SBE) approve the funding determination rates for nonclassroom-based instruction in charter schools as listed in Attachment 1.
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


Senate Bill (SB) 740 (Chapter 892, Statutes of 2001) enacted provisions in the law that result in potential funding reductions for charter schools that offer nonclassroom-based instruction. Nonclassroom-based instruction occurs when a charter school does not require attendance of its pupils at the school site to be under the direct supervision and control of a qualified teaching employee of the school for at least 80 percent of the required instructional time. A charter school is prohibited from receiving any funding for nonclassroom-based instruction unless the SBE determines its eligibility for funding. For 2003-04 and each fiscal year thereafter, SB 740 states that funding determination rates must be 70 percent unless the SBE determines that a different percentage is appropriate for a particular charter school.

	SUMMARY OF KEY ISSUES


California Code of Regulations (CCR), Title 5, Section 11963.4 specifies the criteria that a nonclassroom-based charter school must meet in order for the SBE to approve a 100 percent funding determination rate.
To obtain a funding determination rate of 100 percent, the criteria states: (1) at least 40 percent of the school’s public revenues must be spent on certificated employee salaries and benefits; (2) at least 80 percent of all revenues must be spent on instruction and instruction-related costs; and (3) the student-to-teacher ratio must not exceed 25:1 or 
	SUMMARY OF KEY ISSUES (Cont.)


the student-to-teacher ratio of the largest unified school district in the county or counties in which the charter school operates. Nonclassroom-based schools must spend a minimum of 35 percent on certificated employee salaries and benefits and 60 percent on instruction and instruction-related costs for a 70 percent funding determination rate. If expenditure rates are not met, the funding determination rate is zero. Pursuant to the CCR, Title 5, Section 11963.4(e), the SBE may approve a different funding determination rate than the criteria would prescribe based upon mitigating circumstances. 
At its meeting on July 21, 2008, the ACCS voted to recommend approval of one redetermination of funding rate for 2004-2005, one 2007-2009 funding determination rate, one 2008-2012 funding determination rate, and two 2008-2013 funding determination rates. These recommendations contain approval conditions specified in Attachment 1. 
	FISCAL ANALYSIS (AS APPROPRIATE)


A funding determination rate approved at less than the 100 percent would likely result in reduced apportionment claims to the state. The reduction in claims would result in a proportionate reduction in expenditure demands for Proposition 98 funds. According to SB 740, all Proposition 98 funds must be expended each fiscal year. Thus, a reduction in apportionment claims may be more accurately characterized as an expenditure shift than as absolute savings under typical circumstances.
	ATTACHMENT(S)


Attachment 1: Recommended Funding Determination Rates (3 pages)

Recommended Funding Determination Rates
The following redetermination of funding rate is recommended for approval by the State Board of Education (SBE) for three years (2004-05, 2005-06, and 2006-07) at the 100 percent level. In an audit of Eagles Peak Charter School authorized by the San Diego County Office of Education (COE), conducted by MGT of America, and released on December 4, 2007, the audit team found that the school misclassified expenses when completing the 2004-05 SB 740 funding determination form. One of the recommendations from the audit was for this school to resubmit a 2004-05 funding determination request using the data from the MGT audit report.

Eagles Peak Charter School presented a revised 2004-05 funding determination at the July 21, 2008, ACCS meeting, which was verified by the school’s independent auditor.

The revised 2004-05 funding determination request met the percentage requirements for an 85 percent funding determination without facilities mitigation. However, the Instruction Related Services percentage was less than one-half of one percentage point from reaching the percentage for full-funding even without the consideration of facilities mitigation. With consideration for allowable facilities costs as a mitigating factor, the school’s Instruction Related Services percentage is 81.86 percent, which qualifies the school for 100 percent funding. 
Therefore, it is the recommendation of CDE and the ACCS to approve the redetermination of funding, using audited figures, at the same 100 percent rate previously approved by SBE on September 8, 2004, to award Eagles Peak Charter School a 100 percent funding level for 2004-05, 2005-06, and 2006-07. 

	Charter Number
	CDS Code
	Charter Name
	2004-05
	2005-06
	2006-07

	#282
	37-68171-3731254
	Eagles Peak Charter School
	100%
	100%
	100%


The following funding determination rate is recommended for approval by the State Board of Education (SBE) for two years (2007-08 and 2008-09) at the 100 percent level. Although this school did not meet the criteria for full funding in CCR, Title 5, Section 11963.4(a)(3), the Advisory Commission on Charter Schools (ACCS) recommends a 100 percent funding rate for two years based on the following mitigating factors: (1) The ACCS considered that the school’s enrollment of 69 qualifies it for small school status, which allows for consideration of full funding; and (2) The ACCS determined that, based on the result of a successful audit appeal, the funds the school had set aside in case the appeal had failed should not impact the calculation of the funding determination rate. Therefore, the ACCS concluded that the school’s reason for its ratios were a mitigating factor.

A condition to this recommendation is that the school submits a 2008-09 request for funding determination so that the CDE can validate that the school met the criteria for full funding during the 2007-08 school year.
	Charter Number
	CDS Code
	Charter Name
	2007-08
	2008-09

	#103
	50-75564-5030176
	Oakdale Charter High School
	100%
	100%


The following funding determination rate is recommended for approval, with conditions, by the SBE for four years (2008-09 through 2011-12) at the 85 percent level. This school spent less than 80 percent on instruction and related services in 2007-08, resulting in an 85 percent recommended funding determination level [CCR, Title 5, Section 11963.4(a)(2)]. A condition to this recommendation is receipt of a 2007-08 audit without exceptions.
	Charter Number
	CDS Code
	Charter Name
	2008-09
	2009-10
	2010-11
	2011-12

	#463
	30-66464-6120356
	Opportunities for Learning - Capistrano
	85%
	85%
	85%
	85%


The following funding determination rates are recommended for approval, with conditions, by the SBE for five years (2008-09, 2009-10, 2010-11, 2011-12, and 2012-13) at the 85 percent level because these schools meet the criteria specified in California Education Code (EC) Section 47612.5(d)(2) for five-year funding determination rates. These schools spent less than 80 percent on instruction and related services in 2007-08, resulting in an 85 percent recommended funding determination level [CCR, Title 5, Section 11963.4(a)(2)]. EC 47612.5 (2) states the following: "A charter school that has achieved a rank of 6 or greater on the Academic Performance Index for the two years immediately prior to receiving a funding determination pursuant to subdivision (b) of Section 47634.2 shall receive a five-year determination and is not required to annually reapply for a funding determination of its nonclassroom-based instruction program if an update of the information the State Board of Education reviewed when initially determining funding would not require material revision, as that term is defined in regulations adopted by the board." This section of the Education Code allows statewide or similar school rankings to be utilized to meet the criteria for a five-year funding rate determination.  
Options for Youth-San Gabriel’s 2006 base Academic Performance Index (API) was 645 with a statewide rank of 3 and similar schools rank of 10. The school's 2007 base API was 619 with a statewide rank of 2 and similar schools rank of 8. Options for Youth-San Juan’s 2006 base API was 628 with a statewide rank of 2 and similar schools rank of 9. The school's 2007 base API was 639 with a statewide rank of 3 and similar schools rank of 9.

This rate is conditional, based upon receipt of a 2007-08 audit without exceptions for each school.
	Charter Number
	CDS Code
	Charter Name
	2008- 09
	2009- 10
	2010-11
	2011-12
	2012-13

	#117
	19-75291-1996016
	Options for Youth – San Gabriel
	85%
	85%
	85%
	85%
	85%

	#217
	34-67447-3430691
	Options for Youth – San Juan
	85%
	85%
	85%
	85%
	85%
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