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	SUBJECT

Charter Schools: Determination of Funding Requests for 2004-05 and 2005-06 for Nonclassroom-based Charter Schools
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	 FORMCHECKBOX 

	Public Hearing


	RECOMMENDATION


The California Department of Education (CDE) recommends that the State Board of Education (SBE) approve various 2004-05 and 2005-06 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 SBE determines that a greater or lesser percentage is appropriate for a particular charter school, e.g. the default funding level is 70 percent which can be adjusted upwards or downwards depending on mitigating circumstances. 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 six funding determination requests for 2004-05 and three funding determination requests for 2005-06 at an ACCS meeting on July 25, 2005.

The six schools submitting funding determination requests for 2004-05 missed the February 1, 2005, deadline for various reasons. 
The SBE adopted new Title 5, SB 740 regulations on July 7, 2005, and these regulations are currently in the rulemaking process. They are expected to go into effect in the fall of 2005. Funding determinations received by the Charter Schools Division prior to the effective date of the new regulations will be reviewed and evaluated based on existing SB 740 regulations. Funding determinations received by the Charter Schools Division after the effective date of the new regulations will be reviewed and evaluated based on the new regulations. The proposed regulations establish an alternative to the existing method for determining the pupil-teacher ratio for nonclassroom-based charter schools by allowing charter schools the option of using a statewide average pupil-teacher ratio; clarify the multi-year funding determination option; make clarifying changes to the determination of funding request forms and calculations for the 2005-06 fiscal year and beyond; incorporate facilities mitigation within "instructional costs" and the base calculation; clarify certificated instructional support staff and treatment of contracted staff used by the charter school for the calculations; make technical changes that includes removal of language no longer in effect; and establish policy for determination of funding requests for nonclassroom-based virtual or on-line charter schools.
	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 reductions in 2003-04 and 2004-05 were approximately $25 million each year in reduced apportionment claims.

	ATTACHMENT(S)


Attachment 1: 2004-05 and 2005-06 Funding Determination Requests (3 Pages)

2004-05 and 2005-06 Funding Determination Requests

September 2005

2004-05 (AND BEYOND)
The following determination of funding request is recommended for approval by the State Board of Education (SBE) 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 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. This two-year recommendation by the Advisory Commission on Charter Schools (ACCS) reflects the Commission’s desire to provide greater fiscal stability to continuing nonclassroom-based schools that meet the criteria for full funding.

	Charter

Number
	CDS Code
	Charter Name
	2004-05

	#179
	42-69286-6116297
	Santa Barbara Middle Charter School
	100%


The following determination of funding requests are recommended for approval by the SBE 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. Note that these are newly established charter schools. The California Department of Education traditionally recommends 100 percent funding for one year for newly established schools that meet the minimum criteria specified in regulation for the 100 percent level. The reason for funding newly established schools for one year only is because estimated financial information is used in first year funding determinations; in subsequent years, actual prior year financial information is reported. 
	Charter

Number
	CDS Code
	Charter Name
	2004-05

	#631
	24-10249-0106518
	Merced Community Scholars Charter School
	100%

	#677
	36-67876-0107730
	ASA Charter School
	100%


The following determination of funding requests are recommended for approval by the SBE for one year only (2004-05) at the 70 percent level. The reasons justifying this level in 2004-05 revolve around the school only having met the criteria specified in regulation for the 70 percent funding level. Title 5, CCR 11963.4(b)(1) specifies that “If the percentage calculated pursuant to paragraph (1) of subdivision (c) of Section 11963.3 equals at least 60 percent but less than 70 percent, the Advisory Commission on Charter Schools shall recommend to the State Board of Education approval of the request at 70 percent, unless there is a reasonable basis to recommend otherwise.” Westwood Charter School of Lassen County for the first time exceeded the 20 percent independent study program threshold that resulted in the school submitting a required SB 740 funding determination. With certificated staff costs less than 40 percent, the school would be entitled to receive no funding. Westwood Charter School presented a strong mitigating argument related to the costs of transition from a site-based to a nonclassroom-based charter school as a result of AB 1994 geographic restrictions. This resulted in a 70 percent funding determination recommendation from the ACCS for one year. High Desert Academy of Applied Arts & Sciences and Valley Preparatory Academy are both newly established charter schools. With both schools, certificated staff costs were less than 40 percent. Therefore, these schools would be entitled to receive no funding per California Education Code (EC) Section 11963.3. Both schools presented mitigating arguments related to their status as new schools. The ACCS voted to recommend all three schools for 70 percent funding for 2004-05 to the SBE. All schools listed below could address this problem in future funding determinations by increasing the schools’ total expenditures on certificated staff costs to 50 percent or more and by increasing the schools’ total expenditures on instruction and related services to 80 percent or more.
Section 11963.3 equals at least 40 percent but less than 50 percent, and the percentage calculated pursuant to paragraph (2) of subdivision (c) of 
	Charter

Number
	CDS Code
	Charter Name
	2004-05

	#399
	18-64204-1830132
	Westwood Charter School
	70%

	#614
	36-67934-0105833
	High Desert Academy of Applied Arts & Sciences 
	70%

	#662
	10-62166-0106740
	Valley Preparatory Academy
	70%


The following determination of funding requests are recommended for approval by the SBE for one year only (2005-06) at the 70 percent level. The reason justifying a level of 70 percent in 2005-06 is that these schools continue to have discrepancies in their pupil-teacher ratio calculations used for their funding determination requests in 2005-06. While these charter schools meet the percentage requirements for full funding, CDE questions whether these schools comply with pupil-teacher ratio calculations as prescribed in EC Section 51745.6 and CCR 11704. CCR 11963.4 requires that as a condition of full funding through SB 740, the charter 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. Pupil-teacher ratio calculations for full-time, twelve-month employees are generally counted at 1.92 FTEs at Options for Youth/Opportunities for Learning (OFY/OFL) schools. The current Fiscal Crisis and Management Assistance Team audit is examining pupil-teacher ratio calculations as well as other areas of independent study compliance and should be completed in the fall of 2005. The ACCS recommends that the current funding level of these schools (70 percent) be continued until the audit results are available. 
	Charter

Number
	CDS Code
	Charter Name
	2005-06

	#117
	19-75291-1996016
	Options for Youth-San Gabriel
	70% conditional

	#217
	34-67447-3430691
	Options for Youth-San Juan
	70% conditional

	#463
	30-66464-6120356
	Opportunities for Learning-Capistrano
	70% conditional
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