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Notice of Concern Letter Dated March 7, 2012
March 7, 2012

Doris Topsy-Elvord Academy (DTEA)
Review of Data Submitted in Response to Letter of Concern

In response to the items identified in the California Department of Education (CDE) Letter of Concern, DTEA submitted information as outlined below. CDE finds that the data submitted does not provide enough detail to fully address all identified concerns. Please review the following and respond to our request for greater detail no later than 5:00 p.m. March 15, 2012 along with your second interim budget report.

Detail regarding CDE requests and DTEA responses:

· CDE Request: 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.

DTEA Response:  DTEA’s letter dated November 3, 2011, identified corrective action to the budget to include reduction of two teacher positions, reduction of executive director’s salary and reduction in all staff salaries by 7 percent; no other adjustments to expenditures are detailed. The letter explains that DTEA’s governing board and staff are engaged in a program to augment the budget however, no supporting details are provided; the letter also identifies a three-year projection of funding from major donors including the National Football League Players Association, Los Angeles Angels of Anaheim and Southern California Edison, however no confirmation of such donations is provided.  

Further Details Required by CDE to Address Concern:

· Information regarding the “program” that will be used augment the budget.

· Documentation from major donors that confirms amounts and terms of any donation or private grant funding.

· CDE Request: 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. 

DTEA Response: DTEA’s response included an amended budget and cash flow. As requested by CDE, the school’s average daily attendance used for financial projections was reduced to reflect actual enrollment of 88 and 91 percent average daily attendance. 

The reduction in average daily attendance resulted in decreased revenues of $209,752. Expenditure reductions totaled $148,915, of this amount $123,548 is attributable to reductions in certificated and classified salaries, and respective employee benefits.

The budget identifies $50,000 in local grants from the NFL Players Association, Southern California Edison and the Anaheim Angels, and an additional $80,000 in fundraising revenues. Together these two revenue sources account for approximately 15.3 percent of DTEA’s total budgeted revenues, however, no details are provided to confirm actual grant award amounts or local fundraising efforts. 

The school’s first interim report dated December 15, 2011, reflects receipt of $47,497 in local revenue, however, since no details are provided the source of this revenue is unclear.

Further Details Required by CDE to Address Concern:

· Documentation from major donors that confirms amounts and terms of any donation or private grant funding.

· Details regarding DTEA’s fundraising efforts

· Details that identify sources of local revenues received to date
· CDE Request: Board minutes reflecting approval of the amended budget and board discussion regarding the proposed plan to address and eliminate the budget deficit.

DTEA’s response included information regarding two board meetings, October 25, 2011, and November 2, 2011. Meeting agendas and meeting minutes documenting the board’s discussion and action were included. 

In summary, the October 25th meeting minutes reflect discussion about the letter of concern, potential budget remedies, and student recruitment; no board action was taken on this date. 

The November 2nd meeting minutes reflect review of DTEA’s draft written response to CDE, discussion and approval of amended budget and further discussion on recruitment strategies. One point of discussion identified in the minutes states “Explain how the negative balance would be eliminated”, however no details regarding this discussion were included and no board action was taken on this matter.  

Further Details Required by CDE to Address Concern:

· Details regarding DTEA’s proposed plan to address and eliminate the negative fund balance.
· CDE Request: A detailed list of school staff reflective of the charter petition and aligned with amended budget.
DTEA’s response: Information submitted to CDE included a detailed salary schedule identifying salary levels for all employees, an amended budget and amended cash flow statement.

As submitted, salaries are aligned with the amended budget, however, it is unclear whether the budget accurately reflects savings for reduced salaries and employee benefits. Adjustments to budgeted staffing levels and salaries included elimination of 2 teaching positions, a 7 percent annual salary reduction for all certificated and classified staff, and a 16.67 percent annual salary reduction for the Executive Director. These reductions do not appear consistent with the reductions of 8 percent and 20 percent, respectively, identified in the November 2, 2011, board minutes.

The staffing reductions along with salary and employee benefit adjustments result in annual budget savings of $123,548, however, exact savings for 2011-12 is unclear based on information submitted. More specifically, the revised cash flow statement reflects salary savings in the months of July through October prior to the date when reductions were implemented. It would be typical for the cash flow statement to identify actual costs in prior months therefore it is unclear whether the entire $123,548 savings will be realized in 2011-12. More specifically, it appears that expenditures reflected on the cash flow statement for salaries and benefits during the months of July through October may be understated by approximately $28,000. This may result in actual annual savings of $95,538 instead of the projected $123,548. 

At the reduced level of savings, current year expenditures would be aligned with current year revenues with a surplus of $33,187. However, this surplus is not sufficient to cover the recommended level of reserves, identified in 5 CCR Section 15450 as the greater of 5 percent of expenditures or $55,000, and does not eliminate the negative beginning fund balance of $(163,524). No details are provided that would explain how the negative balance will be addressed or eliminated.

Further Details Required by CDE to Address Concern:

· Specific details regarding the timing of salary reductions, including whether reductions were applied to the months of July through October
· Actual cash flow details, to date, for all revenues and expenditures

· Details regarding DTEA’s proposed plan to address and eliminate the negative fund balance.
