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	SUBJECT

Synergy Charter School: Consider a Material Revision of the Charter Petition to Revise the Governance Structure and the Educational Program.

	
	Action

	
	
	Information

	
	
	Public Hearing


SUMMARY OF THE ISSUE(S)

Synergy Charter School (SCS), a State Board of Education (SBE)-authorized charter school, requests a material revision of its charter to revise its governance structure and educational program to begin in the 2015–16 school year. SCS was authorized on November 10, 2011, to serve pupils in grade six through grade twelve.

RECOMMENDATION
The California Department of Education (CDE) recommends that the SBE hold a public meeting regarding the SCS petition, and thereafter to conditionally approve, with four conditions and seven technical amendments, the request for a material revision to the SCS petition to revise the governance structure and educational program. Inherent to this recommendation, the CDE proposes the following conditions: (1) a signed agreement between SCS and Encore Education Corporation (EEC) is provided to the CDE that outlines the administrative and programmatic services to be implemented; (2) SCS must provide an outreach or recruitment plan by August 1, 2015, which details how SCS will meet or exceed 255 pupils (as indicated in the SCS material revision build out plan); (3) SCS will provide the CDE with an updated multi-year budget projection, updated narratives and assumptions along with their fiscal year (FY) Unaudited Report on or before September 15, 2015. If the multi-year projections are inconsistent with SCS’s projected estimates for significant improvements in its financial condition, then a budget plan with timelines that addresses how the inconsistencies will be resolved must also be provided; and (4) a specific plan is provided to the CDE that adequately addresses how SCS plans to repay their revenue anticipation note (RAN) of approximately $1.7 million, which matures September 15, 2015. 

Additionally, SCS was required to submit a description of annual goals for each subgroup of pupils to be achieved in the eight state priorities identified pursuant to California Education Code (EC) Section 52052 to be incorporated into the SCS petition and provided to CDE by June 15, 2015. SCS submitted this document to the CDE on June 4, 2015, and the CDE finds it to be sufficient (Attachment 2). 
If any of these conditions are not met by the timelines established, the CDE will consider this a material violation of any of the conditions, standards, or procedures set forth in the charter pursuant to EC Section 47607(c)(1)(A) and may propose further action be taken by the SBE. 

Advisory Commission on Charter Schools

The ACCS considered the SCS material revision at its June 10, 2015, meeting. The ACCS voted unanimously to accept the CDE recommendation that the SBE approve the material revision to revise the governance structure and the educational program.
BRIEF HISTORY OF KEY ISSUES
SCS is an SBE-authorized charter school, located in Pittsburg. On November 10, 2011, the SBE approved the SCS petition for a five-year term to serve grade six through grade twelve. The current SCS petition was approved by the SBE with the condition that SCS adhere to a Memorandum of Understanding between SCS and the SBE that requires a material revision of the petition if the school makes significant changes in the governance structure and the educational program. 

In considering the request for a material revision, CDE reviewed the following:

· The SCS petition, Attachment 3 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a3.pdf. 
· Educational and demographic data of schools where pupils would otherwise be required to attend, Attachment 2 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a2.xls.
· The SCS multi-year budget and financial projections, Attachment 4 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at
 http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a4.pdf.
· Financial Condition of State Board of Education-Authorized Charter Schools Memorandum Dated April 1, 2014, Attachment 5 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a5.pdf. 
· Financial Condition of State Board of Education-Authorized Charter Schools Memorandum Dated April 1, 2015, Attachment 6 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a6.pdf. 
Pursuant to EC sections 47607(a)(1),(2), 47605(b), and California Code of Regulations, Title 5 (5 CCR) Section 11967.5.1, a material revision to a petition must provide a reasonably comprehensive description of multiple required elements (Attachment 1 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a1.doc). 
The CDE finds that the SCS petition does provide a reasonably comprehensive description for some of the required elements, as indicated by a “Yes”. Others require a technical amendment and are identified by a “*Yes”. These amendments strengthen or clarify elements for monitoring and accountability purposes. Two of the additional required elements is marked by a “No” (Attachment 1 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at 

http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a1.doc). 
The CDE recommends that the SBE approve the request for a material revision of the SCS charter, with the recommended technical amendments and conditions, for the following reasons:

· The SCS administration and Governing Board evaluated the fiscal sustainability of SCS and determined that SCS needed assistance in order to improve fiscal sustainability and strengthen internal fiscal controls. Additionally, SCS proposes to modify their educational program to include an art focus model. Therefore, 
SCS proposes to enter into a partnership with EEC as a means of ensuring educational goals are being met and fiscal solvency is established. EEC is an independent nonprofit corporation in California. EEC provides an art focus education program and currently operates two charter schools serving middle and high school pupils: Encore High School for the Performing and Visual Arts authorized by San Bernardino County Office of Education in Hesperia and Encore High School for the Arts, which will open in the Riverside area in fall 2015. 

· SCS has submitted all required documentation to the CDE including, but not limited to, attendance reports, compliance documents, budgets, and audit reports.

· SCS has continued to work with the CDE regarding all issued letters of concern.

· SCS provides pupils with a sound educational program providing a creative, challenging, and nurturing environment that offers students the opportunity to combine rigorous academics with project based learning and arts integration. 

Budget

· SCS reported deficit spending of $104,672 with a negative fund balance of $695,688 during FY 2014–15 and projected negative ending fund balances with no reserves for FY 2015–16 through FY 2016–17. SCS is considered to be in poor financial condition for FY 2014–15 as noted in the Financial Condition of State Board of Education-Authorized Charter Schools Memorandum dated
April 1, 2015, (pp. 11–12 of Attachment 6 of Agenda Item 05 on the ACCS
June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a6.pdf). 

CDE has sent four letters of fiscal concern with requests for Corrective Action Plans (CAP) since 2013 as follows:

Letter of Concern issued April 11, 2013:

· No reserves

· Negative fund balance

· Budget out of balance

CDE requested that SCS provide a CAP to include a narrative to ensure enrollment growth and facility expansion to address the fiscal concerns. The CAP addressed the enrollment growth with slight increases, including a projected positive ending fund balance with adequate reserves, but did not include a detailed plan of a facility expansion.

Letter of Concern issued March 13, 2014:

· Budget out of balance

· High debt ratio

CDE requested that SCS provide a CAP to include a revised balanced budget with details to explain how the negative fund balance would be eliminated. Additionally, CDE requested board minutes reflecting the approval of the amended budget and board discussion regarding the proposed plan to address and eliminate the budget deficit. The budget submitted with the CAP was out of balance with overestimated Average Daily Attendance (ADA).
Letter of Concern issued September 19, 2014:

· Budget out of balance

· Overestimated ADA

· Failure to provide board minutes discussing Letter of Concern

CDE requested that SCS provide a CAP to include revised enrollment and ADA projections and a revised balanced budget with adequate reserves. Additionally, CDE requested board minutes reflecting the approval of the amended budget and board discussion regarding the proposed CAP to address and eliminate the budget concerns. The budget submitted with the CAP was out of balance, showed a decline in enrollment, and an overestimated ADA projection. SCS still failed to provide board minutes reflecting the approval of the amended budget and board discussion regarding the proposed plan to address and eliminate the budget deficit.

Letter of Concern issued February 6, 2015:
· SCS charged unallowable costs for FY 2012–13 and FY 2013–14 of $248,195.67 to SCS’s Public Charter Schools Grant Program (PCSGP). 

· SCS must provide specific information of how SCS plans to recruit and retain new pupils for existing grade levels and include specific details of the plan of adding grade eleven for FYs 2015–16 and 2016–17.

· SCS must provide a legally binding written commitment or confirmation of such commitment in regards to the partnership with Acre Development to procure a new and expanded site for SCS.

· SCS must provide a detailed back-up plan if a partnership with Acre Development is not established. 

· SCS must provide SCS board minutes reflecting approval of the CAP and First Interim Report regarding the proposed plan to address and eliminate the budget deficit after the September 19, 2014, letter was sent.

CDE requested that SCS provide a CAP by February 12, 2015. The SCS CAP proposed to repay the PCSGP in full in 24 equal monthly payments from July 1, 2015, through June 20, 2017, which is the end of SCS’s initial charter term. CDE worked with SCS to remove the unallowable costs. Allowable grant expenditures have since been reported by SCS and approved by the CDE, which will result in additional PCSGP funds to be paid to SCS. However, the SCS CAP did not provide specific information of recruiting or retaining students, a legally binding written commitment or confirmation with the proposed partnership with Acre Development, an alternative plan if the partnership is not established, or board minutes reflecting approval of the CAP. SCS added that enrollment and ADA have declined further since the first interim report. Even with the reduction of expenditures, SCS will have a budget deficit for FY 2014–15.

Additionally, CDE reviewed audited financial data from the FY 2013–14 audit report that reflected deficit spending of $396,857 with a negative ending fund balance of $591,015 and no reserve designated for economic uncertainty. SCS also reported the total amount of $1,600,000 in FY 2013–14 of their RAN, which will be due by 

September 15, 2015. SCS has no plans for additional cash flow borrowing for

FY 2014–15 but is proposing an extended repayment term with Comerica Securities over the remaining two years of the current charter. In the interim, SCS is paying interest in the amount of $138,667 for the RAN. The SCS debt ratio reported for the

FY 2013–14 at 1.25 is high. The reliance on borrowing has affected the cash flow of SCS; a high debt ratio could jeopardize SCS’s ability to obtain financing, which may result in higher financing costs. 

SCS was required to comply with EC Section 47605(b)(ii), which requires a petition to state the annual goals for all pupil subgroups identified pursuant to EC Section 52052, to be achieved in the eight state priorities, as described in EC Section 52060. The SCS petition addresses annual goals and actions to achieve the eight state priorities

(pp. 76–88 of Attachment 3 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a3.pdf). However, the petition does not include a description of annual goals for each subgroup of pupils identified pursuant to EC Section 52052. The SCS board approved a Local Control and Accountability Plan (LCAP); SCS submitted the approved LCAP to the CDE on 
July 1, 2014. 

SCS was required to submit a description of annual goals for each subgroup of pupils to be achieved in the eight state priorities identified pursuant to EC Section 52052 to be incorporated into the SCS petition and provided to CDE by June 15, 2015. SCS submitted this document to the CDE on June 4, 2015, and the CDE finds it to be sufficient (Attachment 2).
A detailed analysis of the review of the entire petition is provided in Attachment 1 of Agenda Item 05 on the ACCS June 10, 2015, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-jun15item05a1.doc.
SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION
Currently, 25 charter schools operate under SBE authorization as follows:

· One statewide benefit charter, operating a total of six sites

· Seven districtwide charters operating a total of seventeen sites

· Seventeen charter schools, authorized on appeal after local or county denial

The SBE delegates oversight duties of the districtwide charters to the county office of education of the county in which the districtwide charter is located. The SBE delegates oversight duties of the remaining charter schools to the CDE.

FISCAL ANALYSIS (AS APPROPRIATE)
If approved as an SBE-authorized charter school, the CDE would receive approximately one percent of the revenue of the charter school for the CDE’s oversight activities. However, no additional resources are allocated to the CDE for oversight.
ATTACHMENT(S)

Attachment 1:     State Board of Education Standard Conditions on Opening and 



      Operation (3 Pages)

Attachment 2:     Goals and Actions to Achieve the Eight State Priorities (20 Pages)
STATE BOARD OF EDUCATION

STANDARD CONDITIONS ON OPENING AND OPERATION

· Insurance Coverage. Prior to opening, (or such earlier time as school may employ individuals or acquire or lease property or facilities for which insurance would be customary), submit documentation of adequate insurance coverage, including liability insurance, which shall be based on the type and amount of insurance coverage maintained in similar settings. Additionally, the school will provide a document stating that the District will hold harmless, defend, and indemnify the State Board of Education (SBE) and the California Department of Education (CDE), their officers and employees, from every liability, claim, or demand that may be made by reason of: (1) any injury to volunteer; and (2) any injury to person or property sustained by any person, firm, or corporation caused by any act, neglect, default, or omission of the School, its officers, employees, or agents. In cases of such liabilities, claims, or demands, the School at its own expense and risk will defend all legal proceedings that may be brought against it and/or the SBE or the CDE, their officers and employees, and satisfy any resulting judgments up to the required amounts that may be rendered against any of the parties.


· Memorandum of Understanding/Oversight Agreement. Prior to opening, either: (a) accept an agreement with the SBE, administered through the CDE, to be the direct oversight entity for the school, specifying the scope of oversight and reporting activities, including, but not limited to, adequacy and safety of facilities; or (b) enter into an appropriate agreement between the charter school, the SBE (as represented by the Executive Director of the SBE), and an oversight entity, pursuant to the California Education Code (EC) Section 47605(k)(1), regarding the scope of oversight and reporting activities, including, but not limited to, adequacy and safety of facilities.


· Special Education Local Plan Area Membership. Prior to opening, submit written verification of having applied to a Special Education Local Plan Area (SELPA) for membership as a local educational agency and submit either written verification that the school is (or will be at the time pupils are being served) participating in the SELPA; or an agreement between a SELPA, a school district that is a member of the SELPA, and the school that describes the roles and responsibilities of each party and that explicitly states that the SELPA and the district consider the school’s pupils to be pupils of the school district in which the school is physically located for purposes of special education programs and services (which is the equivalent of participation in the SELPA). Satisfaction of this condition should be determined by the Executive Director of the SBE based primarily on the advice of CDE staff following a review of either: (1) the school’s written plan for membership in the SELPA, including any proposed contracts with service providers; or (2) the agreement between a SELPA, a school district, and the school, including any proposed contracts with service providers.


· Educational Program. Prior to opening, submit a description of the curriculum development process the school will use and the scope and sequence for the grades envisioned by the school; and submit the complete educational program for pupils to be served in the first year including, but not limited to, a description of the curriculum and identification of the basic instructional materials to be used; plans for professional development of instructional personnel to deliver the curriculum and use the instructional materials; and identification of specific assessments that will be used in addition to the assessment identified in EC Section 60640 in evaluating student progress. Satisfaction of this condition should be determined by the Executive Director of the SBE based primarily on the advice of CDE staff. 


· Student Attendance Accounting. Prior to opening, submit for approval the specific means to be used for student attendance accounting and reporting that will be satisfactory to support state average daily attendance claims and satisfy any audits related to attendance that may be conducted. Satisfaction of this condition should be determined by the Executive Director of the SBE based primarily on the advice of the Director of the School Fiscal Services Division.


· Facilities Agreements. Prior to opening, present written agreements (e.g., a lease or similar document) indicating the school’s right to use the principal school sites and any ancillary facilities identified by the petitioners for at least the first year of each school’s operation and evidence that the facilities will be adequate for the school’s needs. Satisfaction of this condition should be determined by the Executive Director of the SBE based primarily on the advice of the Director of the School Facilities and Transportation Services Division. 


· Zoning and Occupancy. Not less than 30 days prior to the school’s opening, present evidence that each school’s facility is located in an area properly zoned for operation of a school and has been cleared for student occupancy by all appropriate local authorities. For good cause, the Executive Director of the SBE may reduce this requirement to fewer than 30 days, but may not reduce the requirement to fewer than 10 days. Satisfaction of this condition should be determined by the Executive Director of the SBE based primarily on the advice of the Director of the School Facilities and Transportation Services Division. 


· Final Charter. Prior to opening, present a final charter that includes all provisions and/or modifications of provisions that reflect appropriately the SBE as the chartering authority and otherwise address all concerns identified by CDE and/or SBE staff, and that includes a specification that the school will not operate satellite schools, campuses, sites, resource centers, or meeting spaces not identified in the charter without the prior written approval of the Executive Director of the SBE based primarily on the advice of the Charter Schools Division (CSD) staff. Satisfaction of this condition is determined by the Executive Director of the SBE based primarily on the advice of the Director of the CSD.


· Processing of Employment Contributions. Prior to the employment of any individuals by the school, present evidence that the school has made appropriate arrangements for the processing of the employees’ retirement contributions to the California Public Employees’ Retirement System and the California State Teachers’ Retirement System.

· Operational Date. If any deadline specified in these conditions is not met, approval of the charter is terminated, unless the SBE deletes or extends the deadline not met. If the school is not in operation by September 30, 2015, approval of the charter is terminated.
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