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	SUBJECT:
	Cypress Grove Charter High School for Arts and Sciences: Appeal of Renewal Denial Pursuant to Education Code Section 47607.5


	RECOMMENDATION


The Advisory Commission on Charter Schools (ACCS) and the California Department of Education (CDE) recommend that the State Board of Education (SBE) deny the appeal for renewal of the charter of the Cypress Grove Charter High School for Arts and Sciences (Cypress Grove) because the petitioners are demonstrably unlikely to successfully implement (sustain) the program for the reasons discussed herein. 

	SUMMARY OF KEY ISSUES


Cypress Grove has been in operation since August 2001. Chartered by the Monterey Peninsula Unified School District (MPUSD), Cypress Grove is a locally funded charter, receiving state and federal allocations through the MPUSD, not directly. It is a relatively small school, reporting enrollment of 166 in 2005-06. By comparison, MPUSD’s two comprehensive high schools, Monterey High and Seaside High, reported 2005-06 enrollments of about 1,350 each. Cypress Grove has consistently maintained a statewide Academic Performance Index (API) ranking of at least 6, and the school achieved a statewide API ranking of 9 this past year. [Cypress Grove does not have sufficient test takers to qualify for a similar schools API ranking.] The school has greatly exceeded its API growth targets in the past testing two cycles, 2003-04 and 2004-05. 

Cypress Grove unquestionably meets the minimum academic threshold for renewal established in Education Code (EC) Section 47607. Nonetheless, renewal of the Cypress Grove charter was denied by the MPUSD Board of Education on February 21, 2006, and denied (upon appeal) by the Monterey County Board of Education on May 17, 2006. The MPUSD governing board based its denial on the petitioners being demonstrably unlikely to successfully implement the program, citing several specific issues. The Monterey County Board based its denial on two reasons, that the petitioners are demonstrably unlikely to successfully implement the program (citing several specific issues), and that the petition does not contain reasonably comprehensive descriptions of certain required charter elements. 

Because many of the key issues surrounding Cypress Grove were financial in nature, the school requested a formal analysis of eight issues by the Fiscal Crisis and Management Assistance Team (FCMAT). The FCMAT review began in early June and culminated in a management letter dated June 26, 2006. 
In summary, the FCMAT review found evidence that five of the disputed financial issues should be resolved in favor of Cypress Grove, though generally in lesser amounts than the school had claimed. On two disputed issues, FCMAT could not find a basis to resolve in favor of the school. The final issue pertains to $20,000 from the Public Charter Schools Grant Program. The CDE Charter Schools Division’s records show the amount as paid. CDE staff are reviewing the matter with the CDE Accounting Office and the State Controller’s Office and will follow up as necessary.

With regard to general perspectives on the school’s financial management, the FCMAT review notes that Cypress Grove “has a history of deficit spending” and that the deficit spending “increases annually.” FCMAT concludes that the situation results from “a structural deficit running through the budget that has yet to be mitigated even in the current year, 2005-06.”

If the Cypress Grove charter is renewed, the FCMAT review recommends that the school:

· Commit to the development and implementation of a fiscal recovery plan, addressing the structural deficit, establishing and maintaining a reserve, and addressing cash flow needs.

· Move to direct funding, i.e., discontinue being a locally-funded charter. Direct funding would be an automatic consequence of charter renewal by the SBE.

· Apply directly for Federal Impact Aid (PL 874), which would be enabled by the change to direct-funded status.

The ACCS held a telephone conference call meeting on June 27, 2006, to consider the Cypress Grove appeal. Based principally on the FCMAT review, CDE staff recommended that the appeal be denied because the petitioners are demonstrably unlikely to successfully implement (sustain) the program. Neither the SBE nor the CDE has financial reserves that can be tapped to fund operating deficits that the school might bring with it into a charter-renewal relationship with the SBE or that the school might incur periodically (as has been its history). Moreover, the school’s lack of sound financial practices, as documented in the FCMAT review, provides further evidence that the petitioners are demonstrably unlikely to successfully implement (sustain) the program. 
The ACCS listened to testimony from representatives of Cypress Grove and the MPUSD, as well as parents, students, and other interested parties. Following lengthy consideration, the six ACCS members participating in the meeting unanimously agreed with the CDE staff recommendation, i.e., that the ACCS recommend to the SBE that it deny the Cypress Grove appeal for the reasons stated above.
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