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Notice of Concern Letter Dated October 19, 2011
October 19, 2011

Marvin Smith, Executive Director

Doris Topsy-Elvord Academy

5951 Downey Avenue
Long Beach, CA 90805-4518
Dear Mr. Smith:

The purpose of this letter is to express concern for Doris Topsy-Elvord Academy (DTEA), to outline specific areas of concern in need of improvement, and to present a course of action to attempt to remedy these concerns.
As background, DTEA has struggled financially since 2008–09, its first year of operation. In the subsequent year, 2009–10, the school’s financial trends showed signs of improvement; however, in 2010–11 the financial picture worsened again. The California Department of Education (CDE) continues to have concerns about DTEA’s ability to sustain operation and successfully implement its school program as set forth in the petition.

On October 5, 2011, the CDE contacted Sonali Tucker, the account manager for Charter School Management Corporation, and Marvin Smith, Executive Director, requesting details and assumptions to support the revenues and expenditures on the 2010–11 unaudited actuals and the 2011–12 preliminary budget report. 

We received our requested information on October 12, 2011. After careful analysis we find the following areas of concern:

· Estimated drop in average daily attendance (ADA) of 23.5 percent  

(based on enrollment of 89 students and a 95 percent attendance rate)

· Estimated budget gap of approximately $170,000

· Reduction in ADA reflects decreased revenues of approximately:
· $151,000 to $156,000 in General Purpose Entitlement

· $12,000 in Categorical Block Grant

· $3,700 in Lottery Funds

· $3,700 in New School Supplemental Block Grant

Other revenues impacted, but not included in the $170,000

· Special Education Local Plan Area 
· Facility Grant

· In-lieu Economic Impact Aid

· Child Nutrition
· No detail regarding the following local revenues 
· $50,000  Other Grants

· $80,000  Fundraising (amount is consistent with prior year total)

· Current staffing may not be reflective of the petition. 

For example, the principal/instructional leader position has been advertised since 
June 22, 2011.

· The staffing level of seven teachers seems high given current enrollment of 89 students.

Given the school’s negative beginning balance of $169,036, the CDE is concerned that DTEA may not have sufficient resources to continue its operations successfully during the current school year without immediate action.

To remedy these concerns the CDE is requesting that DTEA provide the following items:
· A narrative explaining how the school plans to adjust and balance its school budget, including details on how the negative fund balance will be eliminated.

· A revised budget with enrollment and ADA adjusted to reflect current counts. For budget purposes, ADA should be budgeted at no more than 91 percent based on prior year trends. The CDE would expect to see appropriate reductions to expenditures, including staffing, in order to achieve a balanced budget. 

· Board minutes reflecting approval of the amended budget and board discussion regarding the proposed plan to address and eliminate the budget deficit.

· A detailed list of school staff reflective of the charter petition and aligned with amended budget.
A written response and supporting evidence addressing each of the above-outlined issues must be received by Bonnie Galloway, 1430 N Street, Ste. 5401 Sacramento, California 95814 no later than the close of business (5:00 p.m. Pacific Standard Time) on Friday, November 4, 2011. 
If DTEA is unable to make these changes or otherwise remedy each of the concerns raised by the CDE, the CDE will request that the SBE consider these matters for possible action. 

If you have any questions regarding this subject, please contact me by phone at 

916-319-0774 or by email at swork@cde.ca.gov.
Sincerely,

Stephen Work, Education Programs Consultant 
Charter Schools Division 
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