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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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	Public Hearing


	RECOMMENDATION


The California Department of Education (CDE) recommends that the State Board of Education (SBE) approve one 2004-05 determination of funding request and thirteen 2005-06 (and beyond) determination of funding requests from charter schools pursuant to Education Code (EC) 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) as presented in Attachment 1.

	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


Senate Bill (SB) 740 (Chapter 892, Statutes of 2001) 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. A charter school is prohibited from receiving any funding for nonclassroom-based instruction unless the SBE determines its eligibility for funding. For 2003-04 and each fiscal year thereafter, the law states that funding determinations must be 70 percent unless the SBE determines that a greater or lesser percentage is appropriate for a particular charter school.
SB 740 also established the ACCS to develop the criteria for the SBE to use in making funding determinations. Moreover, the ACCS provides recommendations to the SBE on appropriate funding determination levels for nonclassroom-based charter schools and on other aspects of the SBE’s duties under the Charter Schools Act of 1992.

	SUMMARY OF KEY ISSUES


These funding determination requests include two requests, One Step Up Charter Academy (#379) and Santa Rosa Academy (#730), which were processed under a previous set of Title 5 regulations at an ACCS meeting on November 29, 2005, and 

	SUMMARY OF KEY ISSUES (cont)


twelve new funding determination requests considered under the revised Title 5 regulations at the ACCS meeting on January 18, 2006.
Please note that the revised Title 5 regulations (that became operative on December 6, 2005) specify the criteria that a nonclassroom-based charter school must meet in order for the SBE to receive a 100 percent determination of funding. These criteria state that at least 40 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 does not exceed 25 to 1 or the student-to-teacher ratio of the largest unified school district in the county or counties in which the charter school operates. Affected schools must spend a minimum of 35 percent on certificated employee salaries and benefits and 60 percent on instruction and instruction-related costs or the funding determination 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.

Pursuant to the SB 740 regulations, all funding determination requests are required to be submitted to the CDE by February 1. 
	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 (4 Pages)
2004-05 and 2005-06 Funding Determination Requests

March 2006

2004-05 and 2005-06 (and beyond)
Title 5 regulations (effective October 28, 2003-December 5, 2005)
The following two schools were considered under previous Title 5 regulations.

The following determination of funding request is recommended for approval by the State Board of Education (SBE) for one year only (2004-05) at the 70 percent level. The reasons justifying a 70 percent funding level in 2004-05 revolve around the school only having met the criteria specified in regulation. California Code of Regulations (CCR), Title 5, Section 11963.4(b)(1) specifies, “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 [ACCS] shall recommend to the [SBE] approval of the request at 70 percent, unless there is a reasonable basis to recommend otherwise.”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 
At its January 21, 2005, meeting, the Advisory Commission on Charter Schools (ACCS) recommended a 50 percent funding level for one year (2004-05) for the One Step Up Charter Academy. The basis for the recommendation was a result of incomplete school financial data and a missing prior-year independent audit report (2003-04).
During school year 2004-05, the school served notice that it wished to seek a second determination of funding (appeal) for that year, but the school was unable to present essential evidence needed to support the appeal, specifically a final audit for 2003-04. One Step Up Charter Academy was revoked in June 2005. 

In September 2005, a representative of the former school was able to secure funding to complete the 2003-04 audit. As a result of the audit, CDE staff was able to verify that 48 percent of the school’s expenditures were dedicated to credentialed teachers, and 80 percent was allocated to instruction and related expenditures, which would have resulted in a 70 percent funding recommendation, consistent with then existing regulations. In light of the fact that obligations of the school were not able to be met with the original funding determination of 50 percent, and with the completed 2003-04 annual audit, the CDE staff, in consultation with the CDE legal division, determined to present the new information to the ACCS at the November 29, 2005, meeting. However, given that the time line for appeal had passed, the CDE staff presented the information without recommendation to the ACCS. Based on the annual audit information and with the knowledge that the school had been unable to meet its financial obligations, the ACCS recommended approval at the 70 percent level for 2004-05. 
	Charter Number
	CDS Code
	Charter Name
	2004-05

	#379
	10-62174-1030865
	One Step Up Charter Academy (APPEAL)
	70%


The following determination of funding request is recommended for approval by the SBE for one year only (2005-06) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2005-06 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 is a newly established charter school, whose expenditure met the criteria for 100 percent funding. 
	Charter Number
	CDS Code
	Charter Name
	2005-06

	#730
	33-67116-0109843
	Santa Rosa Academy
	100%


New Title 5 Regulations  (effective December 6, 2005)

The new regulations establish an alternative method for determining the pupil-teacher ratio for nonclassroom-based charter schools, allowing charter schools to use 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 calculation; make technical changes that include removal of language no longer in effect; and establish policy for determination of funding requests for nonclassroom-based virtual or on line charter schools.
The following determination of funding requests are recommended for approval by the SBE for two years only (2005-06 and 2006-07) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2005-06 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 school to maintain 
nonclassroom-based instruction that is conducted for the instructional benefit of the student and is substantially dedicated to that function (CCR, Title 5, Section 11963.4(a)(3)). These are continuing schools whose expenditures met the criteria for 100 percent funding. 
	Charter Number
	CDS Code
	Charter Name
	2005-06
	2006-07

	#103
	50-75564-5030176
	Oakdale Home Study Charter School
	100%
	100%

	#196
	10-62166-1030733
	Fresno Preparatory Academy
	100%
	100%

	#358
	08-10082-0830059
	Castle Rock Charter School
	100%
	100%

	#411
	19-64246-1996537
	Desert Sands Charter High School
	100%
	100%

	#430
	52-71605-6119671
	eScholar Academy
	100%
	100%

	#527
	05-10058-0530154
	Mountain Oaks Charter School
	100%
	100%

	#571
	16-63875-0101717
	Crossroads Charter School
	100%
	100%

	#637
	47-70466-0106393
	Golden Eagle Charter School
	100%
	100%

	#674
	10-62364-0107623
	Crescent View Charter High School
	100%
	100%


The following determination of funding request is recommended for approval by the SBE for three years (2005-06, 2006-07, and 2007-08) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2005-06 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. The ACCS recommended that given the school’s relatively high CAHSEE passage rate, in combination with a solid record of achievement in the Standardized Testing and Reporting (STAR) program, the school should be awarded a three-year approval period.
	Charter Number
	CDS Code
	Charter Name
	2005-06
	2006-07
	2007-08

	#332
	15-10157-1530492
	Valley Oaks Charter School
	100%
	100%
	100%


The following determination of funding request is recommended for approval by the SBE for five years (2005-06, 2006-07, 2007-08, 2008-09, and 2009-10) at the 100 percent level. The reasons justifying a level higher than 70 percent in 2005-06 and beyond are that (1) the school met the minimum criteria specified in regulation for the 100 percent level and the charter school’s pupil-teacher does not exceed 25:1 or the equivalent pupil-teacher ratio of the largest unified school district in the county or counties in which the charter school operates; (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; and (3) the school met the criteria specified in Education Code Section 47612.5(d)(2) for a five-year determination. "A charter school that has achieved a rank of 6 or greater on the Academic Performance Index for the two years immediately prior to receiving a funding determination pursuant to subdivision (b) of Section 47634.2 shall receive a five-year determination and is not required to annually reapply for a funding determination of its nonclassroom-based instruction program if an update of the information the [SBE] reviewed when initially determining funding would not require material revision, as that term is defined in regulations adopted by the board." Hickman Charter School met the conditions for 100 percent funding, and has received a statewide ranking of 6 on the Academic Performance Index for the last two years, qualifying the school for a five year funding determination.

	Charter Number
	CDS Code
	Charter Name
	2005- 06
	2006- 07
	2007-08
	2008-09
	2009-10

	#D4
	50-71100-6112627
	Hickman Charter School
	100%
	100%
	100%
	100%
	100%


The following determination of funding request is recommended for approval by the SBE for two years (2005-06 and 2006-07) at the 85 percent level. The reasons justifying this level in 2005-06 and 2006-07 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 (CCR, Title 5, Section 11963.4(a)(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 on instruction and related services, the [ACCS] shall recommend to the [SBE] approval of the request at 85 percent, unless there is a reasonable basis to recommend otherwise.”  The Wheatland Charter Academy spent 70.1 percent on instruction and related services in 2004-05 resulting in an 85 percent recommended funding level. This charter school can 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 40 percent on certificated staff compensation, and the percentage calculated pursuant to paragraph (2) of subdivision (c) of 
	Charter Number
	CDS Code
	Charter Name
	2005-06
	2006-07

	#370
	58-72751-6118806
	Wheatland Charter Academy
	85%
	85%
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