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CALIFORNIA STATE BOARD OF EDUCATION
JULY 2007 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by the Escondido Union High School District to waive portions of Education Code (EC) Section 47614.5 to allow Escondido Charter High School to retain Charter School Facility Grant Program funds received in 2004-05 and 2005-06, rather than returning those funds to the state.
Waiver Number: 14-5-2007
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent


	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial 

The California Department of Education (CDE) recommends that the State Board of Education (SBE) deny the waiver request because:

· Pupil or school personnel protections would be jeopardized, within the meaning of EC Section 33051(a)(4); and
· State costs would be substantially increased, within the meaning of EC Section 33051(a)(6). 
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


Under EC Section 33050, a school district governing board may request a waiver of various provisions of statute and regulation for one or more of the schools under its jurisdiction. Escondido Charter High School (HS) is chartered by the Escondido Union High School District (EUHSD). 

The SBE has not previously considered a waiver request pertaining to the Charter School Facility Grant Program (CSFGP), EC Section 47614.5. 
	SUMMARY OF KEY ISSUES


The CSFGP was established by Senate Bill 740 (Chapter 892, Statutes of 2001). The program provides state funding of up to $750 per unit of average daily attendance to charter schools in which at least 70 percent of the pupils in the charter school or the elementary school where the charter school is located qualify for free and reduced-price meals. 

The funds are primarily to reimburse a qualifying charter school for “up to, but no more than, 75 percent of the [school’s] annual facilities rent and lease costs.” The program is also allowed to be used for remodeling, deferred maintenance building fixtures and service systems, and site improvements, as may be necessary. (See Attachment 1)
Escondido Charter HS received CSFGP funds for 2003-2004 (paid with 2004-05 FY funds) and 2004-2005 (paid out in 2005-06). In expenditure reports to the CDE regarding those funds, the school identified $547,917 as having been spent for mortgage loan payments associated with a loan to build a new high school, owned by the charter school. Because CSFGP funds are to reimburse charter schools for “rent and lease costs,” the CDE has invoiced Escondido Charter HS to recover the amount spent on mortgage payments, only for both years.
In 2006-07, Escondido Charter HS did not spend CSFGP funds for loan payments and did receive the full reimbursement requested. There were also allowable expenses (such as remodeling, deferred maintenance building fixtures and service systems, and site improvements) from the 2003-04 and 2005-06 which were approved by CDE (see chart below). Over these three years the ECHS has qualified for $123,050 dollars for appropriate expenditures from this grant program
	Fiscal Year

of Claim
	Fiscal Year Funds Paid


	Total 

Costs

Claimed by 

Escondido Charter High School
	Total

Reimbursement

(Current state funding is only at about the 50% level)
	Approved expenses
	Disapproved Expenditures

Invoiced for return to CDE

	2003-04


	2004-05
	$734,926
	$ 311,394
	$ 13,595
	$ 297,779

	2004-05


	2005-06
	$927,830
	$ 330,924
	$ 80,806
	$ 250,118

	2005-06
	2006-07


	$192,263
	$ 28,649
	$ 28,649
	NONE*

	
	
	
	
	$123,050


	$547,917

Invoiced


· Escondido Charter High School revised the 2006-07 request for reimbursement reflecting only those allowable expenditures. They received full funding, minus the shortfall (need vs funding) that all other charter schools experienced.
The CSFGP is clearly for the purpose of addressing immediate facility needs (rents and leases)  as well as other allowable expenses of charter schools that serve high poverty areas. The program was not envisioned to assist with the purchase of facilities that would then become assets of the charter schools. 
To the extent Escondido Charter HS received and used CSFGP funds for loan payments, instead of rents or leases, its action was inconsistent with the intent of SB 740. In essence this action resulted in reduced funds being provided to other qualifying charter schools with high poverty students for actual rent and lease costs and other allowable costs. State costs would be substantially increased, within the meaning of EC Section 33051(a)(6), if the payments for purchase of actual facilities was allowed. This would also significantly raise the under funded portion for all other charter schools applying for these funds.. 

Granting this waiver request would permit Escondido Charter HS to retain the funds and, in so doing, would jeopardize the pupil and school personnel protections for the pupils and staff in other eligible charter schools, within the meaning of EC Section 33051(a)(4).
For these reasons, CDE recommends denial of this waiver. 
Authority for Waiver: EC Section 33050

Period of request: July 1, 2003, through June 30, 2006
If approved, this waiver would be operative retroactively for three consecutive years. Arguably the waiver could have ongoing effect pursuant to EC Section 33051(c). However, as the waiver expressly ceases by terms of the request, it would presumably have no effect beyond June 30, 2006.
Local board approval date(s): May 15, 2007
Public hearing held on date(s): May 15, 2007
Bargaining unit(s) consulted on date(s): Although EUSHD has bargaining units, ECHS does not. Since this request was submitted on behalf of ECHS, no bargaining units were consulted. 
Name of bargaining unit/representative(s) consulted: Although EUSHD has bargaining units, ECHS does not. Since this request was submitted on behalf of ECHS, no bargaining units were consulted.
Position of bargaining unit(s) (choose only one): 

 FORMCHECKBOX 
  Neutral                        FORMCHECKBOX 
  Support                      FORMCHECKBOX 
  Oppose

Comments (if appropriate): Although EUSHD has bargaining units, ECHS does not. Since this request was submitted on behalf of ECHS, no bargaining units were consulted.
Public hearing advertised by (choose one or more):

 FORMCHECKBOX 
 posting in a newspaper       FORMCHECKBOX 
 posting at each school           FORMCHECKBOX 
 other (specify)
The public hearing notice was advertised in the North County Times.
Advisory committee(s) consulted: ECHS Leadership Council
Objections raised (choose one):  FORMCHECKBOX 
  None       FORMCHECKBOX 
  Objections are as follows:
Date(s) consulted: May 8, 2007
	FISCAL ANALYSIS (AS APPROPRIATE)


Approval of this waiver request would prevent the CDE from recovering $547,917 from ECHS. The funds from the 2004-05 fiscal year ($ 297,779) will be returned to the state general fund as it is past the three year reallocation timeframe required in the budget act. Funds from the 2005-06 ($250,118) will be redistributed to the 162 eligible charter schools that were approved for funding in that year.

	BACKGROUND INFORMATION


Attachment 1: Allowable Expenses for SB 740 Program (1 page)
Attachment 2: General Waiver Request (32 pages) (This attachment is not available for

                       Web viewing. A printed copy is available in the SBE Office or the Waiver

                       Office.
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