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	RECOMMENDATION

	The California Department of Education (CDE) recommends that the State Board of Education (SBE) approve various 2004-05 (and beyond) funding requests from charter schools pursuant to California Education Code sections 47612.5 and 47634.2, and California Code of Regulations, Title 5, sections 11963 to 11963.6, inclusive, based upon the recommendations of the Advisory Commission on Charter Schools (ACCS). 


	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION

	Senate Bill (SB) 740 enacted provisions in 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 under the direct supervision and control of a qualified teaching employee of the school for at least 80 percent of the required instructional time. For 2003-04 and each fiscal year thereafter, the law states that funding reductions of 30 percent of qualifying charter schools’ nonclassroom-based average daily attendance (ADA) shall be made unless the State Board of Education (SBE) determines that a greater or lesser percentage is appropriate for a particular charter school. Furthermore, pursuant to SB 740, a charter school is prohibited from receiving any funding for nonclassroom-based instruction unless the SBE determines its eligibility for funding.

SB 740 also established the ACCS to develop the criteria for the SBE to use in making funding determinations. The ACCS also provides recommendations to the SBE on appropriate funding determinations for nonclassroom-based charter schools and on other aspects of the SBE’s duties under the Charter Schools Act.

The SBE adopted permanent regulations that became operative in November 2003 that specified the criteria that a nonclassroom-based charter school must meet in order for the SBE to determine that the school shall receive 100 percent funding. For 2003-04 and each fiscal year thereafter, the full funding criteria are that at least 50 percent of the school’s public revenues must be spent on certificated employee salaries and benefits, at least 80 percent of all revenues must be spent on instruction and instruction-related costs, and the student-to-teacher ratio may not exceed the student-to-teacher ratio of the largest unified school district in the county in which the charter school is located. Schools must spend a minimum of 40 percent on certificated employee salaries and benefits and 60 percent on instruction and instruction-related costs or the funding percentage is zero. Pursuant to the regulations, the SBE may approve a higher or lower funding level than the criteria would prescribe based upon mitigating circumstances of the school that indicate that a higher or lower funding level is appropriate.


	SUMMARY OF KEY ISSUES

	Pursuant to the SB 740 regulations, all funding determination requests are required to be submitted to the CDE by February 1. The ACCS made recommendations on 37 funding determination requests for 2004-05 at an ACCS meeting on March 14, 2005.


	FISCAL ANALYSIS (AS APPROPRIATE)

	A determination of funding request approved at less than the 100 percent level may result in reduced apportionment claims to the state. The reductions in claims would result in a proportionate reduction in expenditure demands for Proposition 98 funds. All Proposition 98 funds, by law, 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. In 2002-03, funding determination requests approved by the SBE at less than 100 percent resulted in over $30 million in reduced apportionment claims. The reduction in 2003-04 is estimated at $25 million in reduced apportionment claims.
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2004-2005 Funding Determination Requests

May 2005

2004-2005 (AND BEYOND)
The following determination of funding requests are recommended for approval by the State Board of Education for five years (2004-05, 2005-06, 2006-07, 2007-08, and 2008-09) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2004-05 and beyond are that (1) the schools met the minimum criteria specified in regulation for the 100 percent level; (2) the schools presented sufficient evidence (taking the totality of the request into account along with any other credible information that may have been available) that the 100 percent funding determination level is necessary for the schools to maintain nonclassroom-based instruction that is conducted for the instructional benefit of the student and is substantially dedicated to that function; and (3) the schools met the criteria specified in Education Code Section 47612.5(d)(2) for a five-year determination.

	Charter

Number
	Charter Name
	2004- 05
	2005- 06
	2006-07
	2007-08
	2008-09

	#199
	The Classical Academy 
	100%
	100%
	100%
	100%
	100%

	#247
	Pacific View Charter School
	100%
	100%
	100%
	100%
	100%


The following determination of funding requests are recommended for approval by the State Board of Education for three years (2004-05, 2005-06, and 2006-07) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2004-05 and beyond are that (1) the school met the minimum criteria specified in regulation for the 100 percent level, and (2) the school presented sufficient evidence (taking the totality of the request into account along with any other credible information that may have been available) that the 100 percent funding determination level is necessary for the school to maintain nonclassroom-based instruction that is conducted for the instructional benefit of the student and is substantially dedicated to that function.

	Charter

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

	#092
	Yuba County Career Preparatory Charter
	100%
	100%
	100%

	#261
	Greater San Diego Academy
	100%
	100%
	100%


The following determination of funding requests are recommended for approval by the State Board of Education for two years only (2004-05 and 2005-06) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2004-05 and beyond are that (1) the schools met the minimum criteria specified in regulation for the 100 percent level, and (2) the schools presented sufficient evidence (taking the totality of the request into account along with any other credible information that may have been available) that the 100 percent funding determination level is necessary for the schools to maintain nonclassroom-based instruction that is conducted for the instructional benefit of the student and is substantially dedicated to that function.

	Charter

Number
	Charter Name
	2004-05
	2005-06

	#044
	West Park Charter Academy
	100%
	100%

	#061
	Choice 2000 Charter School
	100%
	100%

	#067
	Home Tech Charter School
	100%
	100%

	#110
	Learning Community Charter School
	100%
	100%

	#223
	Stellar Charter School
	100%
	100%

	#250
	Charter Home School Academy
	100%
	100%

	#270
	W.E.B. Du Bois Public Charter School
	100%
	100%

	#285
	Gorman Learning Center
	100%
	100%

	#378
	Carter G. Woodson Public Charter School
	100%
	100%

	#406
	Audeo Charter School
	100%
	100%

	#516
	Coastal Academy
	100%
	100%


The following determination of funding requests are recommended for approval by the State Board of Education for one year only (2004-05) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2004-05 and beyond are that (1) the schools met the minimum criteria specified in regulation for the 100 percent level, and (2) the schools presented sufficient evidence (taking the totality of the request into account along with any other credible information that may have been available) that the 100 percent funding determination level is necessary for the schools to maintain nonclassroom-based instruction that is conducted for the instructional benefit of the student and is substantially dedicated to that function. (Title 5, CCR 11963.4(b)(3)).

	Charter

Number
	Charter Name
	2004-05

	#027
	Elk Grove Charter School
	100%

	#170
	Pacific Coast Charter School
	100%

	#277
	Pacific View Charter School
	100%

	#362
	Learning for Life Charter School
	100%

	#375
	La Vida Independent Study
	100%

	#411
	Desert Sands Charter High School
	100%

	#518
	Rainbow Advanced Institute
	100%

	#527
	Mountain Oaks Charter School
	100%

	#528
	Archway Academy
	100%

	#571
	Crossroads Charter School
	100%

	#621
	Southern California Connections Academy
	100%

	#633 
	Diamond Mountain Charter High School
	100%

	#637
	Golden Eagle Charter School
	100%

	#650
	Folsom Cordova Community Charter School
	100%

	#658
	Whitmore Charter High School
	100%

	#659
	The Learning Choice Academy
	100%

	#664
	Capistrano Connections Academy
	100%


The following determination of funding requests are recommended for approval by the State Board of Education for one year only (2004-05) at the 85 percent level. The reasons justifying this level in 2004-05 revolve around the schools only having met the criteria specified in regulation for the 85 percent funding level. Specifically, the percentage of the schools’ total expenditures calculated for Instruction and Related Services did not equal or exceed 80 percent of total revenues (Title 5, CCR 11963.4(b)(2). “If the percentage calculated pursuant to paragraph (1) of subdivision (c) of Section 11963.3 equals at least 70 percent but less than 80 percent, the Advisory Commission on Charter Schools shall recommend to the State Board of Education approval of the request at 85 percent, unless there is a reasonable basis to recommend otherwise.” These charter schools could address this problem in future funding determinations by increasing the school’s total expenditures calculated for Instruction and Related Services to 80 percent or more of total revenues.Section 11963.3 equals or exceeds 50 percent, and the percentage calculated pursuant to paragraph (2) of subdivision (c) of 
	Charter

Number
	Charter Name
	2004-05

	#155
	Paradise Charter Network
	85%

	#370
	Wheatland Charter Academy
	85%


The following determination of funding request is recommended for approval by the State Board of Education for one year only (2004-05) at the 85 percent level. The reasons justifying this level in 2004-05 revolve around the school only having met the criteria specified in regulation for the 85 percent funding level. Specifically, the percentage of the schools’ total expenditures calculated for Instruction and Related Services did not equal or exceed 80 percent of total revenues (Title 5, CCR 11963.4(b) (2). ”If the percentage calculated pursuant to paragraph (1) of subdivision (c) of Section 11963.3 equals at least 70 percent but less than 80 percent, the Advisory Commission on Charter Schools shall recommend to the State Board of Education approval of the request at 85 percent, unless there is a reasonable basis to recommend otherwise.” This charter school could address this problem in future funding determinations by increasing the school’s total expenditures calculated for Instruction and Related Services to 80 percent or more of total revenues.
Section 11963.3 equals or exceeds 50 percent, and the percentage calculated pursuant to paragraph (2) of subdivision (c) of 
Also, the school’s pupil-teacher ratio exceeded that of the largest unified school district in the county served by the school (Title 5, CCR 11704), and, therefore, did not meet the requirement for 100 percent funding. “In a charter school, for the purposes of Education Code section 51745.6, the ratio of average daily attendance for independent study pupils 18 years of age or less to full-time certificated employees responsible for independent study shall not exceed the equivalent ratio of pupils to full-time certificated employees for all other educational programs operated by the largest unified school district, as measured by average daily attendance, in the county or counties in which the charter school operates. Units of average daily attendance for independent study that are ineligible for apportionment as provided in subdivision (b) of Education Code section 51745.6 shall also be ineligible for funding pursuant to Chapter 6 (commencing with section 47630) of Part 26.8 of the Education Code.” Title 5, CCR 11963.4(b)(3) requires that the school’s pupil-teacher ratio is equal to or less than the largest unified school district in the county or counties in which the charter school operates as a condition for receiving 100 percent funding. This charter school can address the problem in future funding determinations by closely monitoring its pupil-teacher ratio to insure that it is compliant with EC Section 51745.6 and Title 5, CCRs, 11704 and 11963.4 (b) (3).

	Charter

Number
	Charter Name
	2004-05

	#103
	Oakdale Home Study Charter School
	85%


The following determination of funding request is recommended for approval by the State Board of Education for one year only (2004-05) at the 85 percent level. The reasons justifying this level in 2004-05 revolve around the school only having met the criteria specified in regulation for the zero percent funding level.  “If the percentage calculated pursuant to paragraph (1) of subdivision (c) of Section 11963.3 is less than 60 percent, then the charter school's nonclassroom-based instruction is not substantially dedicated to the instructional benefit of the students, and the Advisory Commission on Charter Schools shall recommend that the State Board of Education deny the request, unless there is a reasonable basis to recommend otherwise.” The school was originally funded at 70 percent; however, late in the same year, they received an additional apportionment. This was applied to their revenues as income for 2003-04 year, significantly increasing the school’s revenues and negatively impacting their expenditure. This late apportionment thereby inflated the year’s ending balance. The ACCS considered these mitigating circumstances related to this school’s funding determination and voted to recommend approval at the 85 percent funding level. This charter school could address this problem in future funding determinations by increasing the school’s expenditures to meet the criteria for full funding as specified in Title 5, CCR 11963.4(b)(4).Section 11963.3 is less than 40 percent, or the percentage calculated pursuant to paragraph (2) of subdivision (c) of 
	Charter

Number
	Charter Name
	2004-05

	#196
	Fresno Preparatory Academy
	85%
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