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CALIFORNIA STATE BOARD OF EDUCATION
May 2010 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request from various school districts and charter schools to waive for the 2010 calendar year California Education Code Section 14041.6, the requirement that substantial principal apportionment payments be deferred from February 2010 to July 2010, and from April and May 2010 to August 2010.
.
Waiver Number: See attached list 
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent




	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial
That the waivers are approved for the 2009-10 fiscal year only.
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


This is the first time that the State Board of Education (SBE) has heard a request to waive this California Education Code (EC) Section.
	SUMMARY OF KEY ISSUES


The SBE has received a number of applications to waive the provisions of EC 14041.6 which provide for the deferral of principal apportionment payments from February to July in the same calendar year, and April and May to August in the same calendar year. The school districts and charter schools that are on the attached list have calculated that without the waiver they will have insufficient cash to pay their bills and will otherwise need a state emergency loan or cease operations. 
Over the past seven years, the state has enacted various one-time and ongoing deferrals of apportionment payments to local educational agencies (county offices of education, school districts, and charter schools) in order to address the state’s ongoing cash and budgetary crisis. All of these previous one-time deferrals allowed LEAs to apply to the Department of Finance for an exemption and be approved if they established that the specific deferrals would result in insolvency. If approved, an LEA would receive its previously scheduled payments. 
The deferral for 2010-11 in the months of February, April and May have no such exemption available in statute, and the deferrals are of such magnitude that categorical apportionments outside the principal apportionment will be deferred in addition to the entire monthly principal apportionment payment.
	SUMMARY OF KEY ISSUES (Cont.)


Currently, the state allocates through the principal apportionment approximately $23 billion in state revenue limit and categorical funding. Prior to the enactment of funding deferrals, a payment of varying percentages of the total annual amount owed for the year was made each month. In addition, the state provides approximately $5.7 billion in other state categorical funding that is allocated through separate apportionments outside the principal apportionment.

The ongoing deferrals for which the attached waiver requests apply are the $2 billion deferral from the February payment to July (next fiscal year), the deferral of $678,611,000 from the April payment and $1 billion from the May payment to August of the next fiscal year. 
These three deferrals in total cause a 25 percent reduction of the normal principal apportionment payment for the current fiscal year to be paid instead in the next fiscal year. This makes it extremely difficult for a small district or charter to continue to function. 
Again, there is no exemption process written into the statute for these particular the ongoing deferrals. The districts and charter schools that have requested this waiver indicate that the implementation of the deferral without an exemption will cause them to not have sufficient cash to pay their bills, and essentially cease operations. Each waiver includes a cash flow schedule for 2009-10 for the 2nd interim report (or more recent), showing a negative cash flow at some point in the 2009-10 year thus substantiating insolvency, absent waiver request approval.

The Department recommends approval of these waiver requests.
Because this is a general waiver, if the SBE decides to deny the waiver, it must cite one of the seven reasons in EC 33051(a).
Authority for Waiver: EC Section 33050

Period of request: February 1, 2010, to June 30, 2010
Bargaining unit(s) consulted on date(s): See attached list 
Public hearing advertised by (choose one or more):

 FORMCHECKBOX 
 posting in a newspaper       FORMCHECKBOX 
 posting at each school           FORMCHECKBOX 
 other (specify)
Advisory committee(s) consulted: See attached list   

	FISCAL ANALYSIS (AS APPROPRIATE)


If the waiver requests are approved, the state would incur some cost in foregone interest earnings on cash balances allocated to charter schools and school districts in 
	FISCAL ANALYSIS (AS APPROPRIATE) (Cont.)


restoration of their normal apportionments for February, April, and May 2010. There could be an impact on the Proposition 98, the state’s credit rating, or the state’s borrowing; the amount of impact is unknown at this time. These costs are likely to be negligible, however, compared the benefits of avoiding local bankruptcies with 
concomitant disruption in instructional programs and proliferation of state bailout legislation. 
	ATTACHMENT(S)


Attachment 1: List of Local Educational Agencies, and other data on waiver requests
  (2 pages)
Attachment 2: General Waiver Request regarding Mattole Valley Charter School (2 pages) (Original waiver request is signed and on file in the SBE Office or the Waiver Office.)
Attachment 3: Mattole Valley Charter School (chart) Cash Flow 2009-2010 

  (1 page)
Attachment 4: General Waiver Request regarding Pacific View Charter School (2 pages) (Original waiver request is signed and on file in the SBE Office or the Waiver Office.)
Attachment 5: Pacific View Charter School (chart) Cash Flow 2009-2010 

 
  (1 page)

Attachment 6: General Waiver Request from Los Angeles Unified School District for

                        29 charter schools (4 pages) (Original waiver request is signed and on file in the SBE Office or the Waiver Office.)

Attachment 7: Animo Oscar De La Hoya Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 8: Animo Venice Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 9: Animo South Los Angeles Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 10: Animo Jackie Robinson Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 11: Animo Justice Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 12: Animo Ralph Bunche Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 13: Animo Pat Brown Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 14: Animo Film and Theatre Arts/785 Charter School (chart) Cash Flow 2009-2010 (1 page)
Attachment 15: Animo Locke Technology Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 16: Animo Watts Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 17: Animo Locke 1 Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 18: Animo Locke 2 Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 19: Animo Locke 3 Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 20: Animo Locke 4 (Animo ACE) Charter School (chart) Cash Flow 2009-2010 (1 page)
Attachment 21: Alain Leroy Locke Charter School (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 22: Birmingham Community CHS/ Charter #1119 (chart) Cash Flow 2009-2010 (6 pages)
Attachment 23: CLAS – Affirmation (#536) Charter School (chart) Cash Flow 2009-2010 (3 pages)
Attachment 24: Central City Value School, Charter #534(chart) Cash Flow 2009-2010 (1 page)
Attachment 25: CHIME Charter Middle School, Charter #580 (chart) Cash Flow 2009-2010 (1 page)
Attachment 26: Community Harvest Charter School, Charter #474 (chart) Cash Flow 2009-2010 (1 page)
Attachment 27: Downtown Value School, Charter #448 (chart) Cash Flow 2009-2010 

                        (1 page)
Attachment 28: Full-Circle Learning Academy #0944 (chart) Cash Flow 2009-2010 
                        (1 page)
Attachment 29: Ivy Bound Academy/Charter #0936 (chart) Cash Flow 2009-2010 
                         (1 page)
Attachment 30: Los Angeles Academy of Arts & Enterprise #0675 (chart) Cash Flow 

                          2009-2010 (1 page)
Attachment 31: Los Angeles Leadership Academy (Charter #461) (chart) Cash Flow 

                          2009-2010 (1 page)
Attachment 32: Monsignor Oscar Romero Charter School, Charter #0931 (chart) 

                         Cash Flow 2009-2010 (2 pages)
Attachment 33: Multicultural Learning Center (Charter #388) (chart) Cash Flow 
                        2009-2010 (1 page)
Attachment 34: New Academy Canoga Park/592 (chart) Cash Flow 2009-2010 

                          (1 page)
Attachment 35: New Academy of Science and Arts (NASA)/521 (chart) Cash Flow 

                          2009-2010 (2 pages)
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