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	SUBJECT

Consideration of “Reasonable Basis”/Mitigating Circumstances Requests for Determination of Funding as required for Nonclassroom-based Charter Schools Pursuant to California Education Code sections 47612.5 and 47634.2, and associated California Code of Regulations, Title 5.
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SUMMARY OF THE ISSUE(S)

California Education Code sections 47612.5 and 47634.2 specify that a charter school may receive apportionment funding for nonclassroom–based instruction only if a determination of funding is made by the State Board of Education (SBE). The charter schools listed in Attachment 1 are requesting SBE approval of their determination of funding request with the consideration of mitigating circumstances. Approval of these requests will allow the charter schools listed in Attachment 1 to receive apportionment funding. 
RECOMMENDATION
California Department of Education Recommendation
The California Department of Education (CDE) recommends that the SBE approve a determination of funding with the consideration of mitigating circumstances, identified in Attachment 1, for charter schools that offer nonclassroom-based instruction. 
Advisory Commission on Charter Schools Recommendation

The Advisory Commission on Charter Schools (ACCS) met on April 10, 2013, and voted to approve the CDE’s recommendation for charter schools identified in Attachment 1, Tables 1–4. There were five schools, which are listed in Attachment 1, Tables 5 and 6 that the ACCS recommendation differs from the CDE’s recommendation. The CDE recommendations are provided in Table 5. For two schools, Santa Barbara Charter School and Mountain Oaks School, the CDE recommendation is not to approve mitigating circumstances and approve a determination of funding of 85 percent for four years, for the other three schools, California Virtual Academy @ Jamestown, Crossroads Charter School, and SAC Academic & Vocational Academy, the CDE recommendation is not to approve mitigating circumstances and approve a determination of funding of 70 percent for four years. The ACCS is recommending that the mitigating circumstances are approved and a determination of funding of 100 percent for four years for each of these five schools. 

BRIEF HISTORY OF KEY ISSUES 
Pursuant to the California Code of Regulations, Title 5 (5 CCR) Section 11963.4(a), charter schools requesting a determination of full (100 percent) funding meet the following criteria:

· At least 40 percent of the school’s public revenues are to be spent on salaries and benefits for all employees who possess a valid teaching certificate. 
· At least 80 percent of all revenues are to be spent on instruction and related services.
· The ratio of average daily attendance for independent study pupils to full-time certificated employees does not exceed a pupil-teacher ratio of 25:1.
However, 5 CCR Section 11963.4(e) also states that the ACCS may find a “reasonable basis” (also referred to as mitigating circumstances) by which to make a recommendation other than one that results from the criteria specified in the regulations. 
5 CCR Section 11963.6(c) specifies that a determination of funding shall be in increments of a minimum of two years and a maximum of five years in length. 5 CCR Section 11963.6(a) requires a determination of two years for a new charter school in its first year of operation. Additionally, EC Section 47612.5(d)(2) requires a determination of five years for a charter school that has achieved a rank of six or greater on the Academic Performance Index (API) for the two years immediately prior to receiving a determination of funding. When making a recommendation for a funding determination, the CDE also considers the number of years a charter school has been in operation and the number of years requested by the charter school.
5 CCR Section 11963.4(e) provides specific examples of the types of mitigating circumstances and for the ACCS to consider documented data regarding individual circumstances, such as “one-time or unique or exceptional circumstances”: 

A reasonable basis for the Advisory Commission on Charter Schools to make a recommendation other than one that results from the criteria specified in subdivision (a) may include, but not be limited to, the following: the information 

provided by the charter school pursuant to paragraphs (2) through (8), inclusive, of subdivision (b) of section 11963.3, documented data regarding individual circumstances of the charter school (e.g., one-time or unique or exceptional expenses for facilities, acquisition of a school bus, acquisition and installation of computer hardware not related to the instructional program, special education charges levied on the charter school by a local educational agency, restricted state, federal, or private grants of funds awarded to the charter school that cannot be expended for teacher salaries, or contracted instructional services other than those for special education), the size of the charter school, and how many years the charter school has been in operation. The Advisory Commission on Charter Schools shall give charter schools with less than a total of one hundred (100) units of prior year second period average daily attendance or that are in their first year of operation serious consideration of full funding.

There are 13 charter schools that did not meet the criteria to qualify for a proposed recommendation of 100 percent funding. Therefore, these schools submitted a request to consider mitigating circumstances. In the initial request submitted by the 13 charter schools, the schools did not provide sufficient supporting documentation for the mitigating circumstances identified in their requests. Therefore, CDE staff followed up with each of the charter schools, on at least three or more occasions, by phone and or e-mail to request additional information. For many of the charter schools, even after the follow-up communication, CDE staff did not receive sufficient documentation. A summary of the request from each charter school is provided below and in Attachment 1.

Nevada City Home Study Charter is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 66.99 percent on certificated staff costs; however, it reported expenditures of 79.41 percent on instruction and related services, which qualifies the charter school for an 85 percent determination of funding. The charter school’s mitigating circumstances request includes its small size and a one-time spending freeze. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. The school’s governing board imposed a spending freeze in the last quarter of fiscal year (FY) 2011–12. Documentation provided by the school supports the claim that the amount typically spent on instruction in the fourth quarter would have allowed the school to meet the spending level for full funding.

Capistrano Connections Academy is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 40.51 percent on certificated staff costs and expenditures of 84.25 percent on instruction and related services, which qualifies the charter school for a 100 percent determination of funding. Therefore, no mitigation is required. However, the school is requesting for the duration of the funding determination period to spend 35 percent for certificated staff compensation and 75 percent for instruction and related services; however, current law requires spending 40 percent and 80 percent, respectively. This is not the vehicle for this type of request. 

Santa Barbara Charter School is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 53.09 percent on certificated staff costs; however, it reported expenditures of 78.52 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for an 85 percent determination of funding. The charter school’s mitigating circumstances request includes reserves and donated funds. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. In anticipation of a transition to direct funding in FY 2013–14, the charter school set aside funds to increase its reserves for administrative expenses and anticipated special education costs. These funds could have been used to support instruction in FY 2011–12, rather than held in anticipation of shifting from local to direct funding in FY 2013–14.
Mountain Oaks School is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 53.62 percent on certificated staff costs; however, it reported expenditures of 74.31 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for an 85 percent determination of funding. The charter school’s mitigating circumstances request identifies deferrals and reserves for the possible failure of Proposition 30. CDE staff reviewed all of the information provided by the charter school with the initial request and in subsequent communications. Insufficient documentation and information was submitted to support why the deferrals were a one-time or unique circumstance, or describe specific expenditures that would meet those criteria.  Also, the charter school held a reserve and provided no explanation why these funds were not used to support instruction in FY 2011–12, rather than being held for the outcome of Proposition 30, which occurred in FY 2012–13.
Opportunities for Learning – Santa Clarita is requesting an 85 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 39.25 percent on certificated staff costs and expenditures of 72.42 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request includes consideration of increased fixed costs for rent, utilities, and maintenance, increased instructional support staff costs, unreimbursed instructional support for special education costs, increased facilities improvement costs for enrollment growth, new computer equipment purchases, increased online course program development costs, increased enrichment program costs, and deferrals. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. While some of the expenditures provided appear to be one-time or unique, the actual costs provided in the supporting documentation were minimal and would not change the recommended funding determination. Also, no documentation was provided to explain why the charter school’s budget provided for a large reserve which could have been used to support instruction.
Monterey County Home Charter School is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 93.35 percent on certificated staff costs; however, it reported expenditures of 62.63 percent on instruction and related services costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request is for reserves. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. Insufficient documentation and information was submitted to support why the reserves for economic uncertainties and the purchase of instructional materials were a one-time or unique circumstance. The charter school held a large reserve for economic uncertainties and funds set aside for instructional materials, which could have been used to support instruction in FY 2011–12, rather than being held for expenditures in a subsequent fiscal year.
Opportunities for Learning – Baldwin Park is requesting an 85 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 39.89 percent on certificated staff costs and expenditures of 77.26 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request includes consideration of increased fixed costs for rent, utilities and maintenance, new computer equipment purchases, increased online course program development costs, increased supplemental enrichment program costs, and deferrals. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. While some of the expenditures provided appear to be one-time or unique, the actual costs provided in the supporting documentation were minimal and would not change the recommended funding determination. Also, no documentation was provided to explain why the charter school’s budget provided for a large reserve which could have been used to support instruction.
California Virtual Academy @ Jamestown is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 86.25 percent on instruction and related services costs; however, it reported expenditures of 37.74 percent on certificated staff costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request includes spending on certificated staff expenditures at a level lower than the regulatory requirement, exclusion of one-time revenues, and deferrals. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. Insufficient documentation and information was submitted to support why the deferrals were a one-time or unique circumstance. The charter school did not provide supporting documentation to exclude the federal Education Jobs Funds or explain why these funds were not used for certificated staff or other instructional expenses. The school is requesting for the duration of the funding determination period to spend 35 percent for certificated staff compensation when current law requires spending at least 40 percent. This is not the vehicle for this type of request. 
Crossroads Charter School is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 46.98 percent on certificated staff costs; however, it reported expenditures of 66.28 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request includes exclusion of one-time revenues, and reserves for the possible failure of Proposition 30 and deferrals. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. Insufficient documentation and information was submitted to support why the deferrals were a one-time or unique circumstance. The charter school did not provide supporting documentation to exclude the federal Education Jobs Funds or explain why these funds were not used for certificated staff or other instructional expenses in FY 2011–12. Insufficient documentation and information was submitted to support why the deferrals were a one-time or unique circumstance. Also, the charter school held a significant reserve which could have been used to support instruction in FY 2011–12, rather than being held for the outcome of Proposition 30, which occurred in FY 2012–13.
SAC Academic & Vocational Academy is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 46.09 percent on certificated staff costs; however, it reported expenditures of 69.17 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request includes reserves for the possible failure of Proposition 30, high growth in student enrollment, and deferrals. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. Insufficient documentation and information was submitted to support why the deferrals were a one-time or unique circumstance. Also, the charter school held a significant reserve which could have been used to support instruction in FY 2011–12, rather than being held for the outcome of Proposition 30, which occurred in FY 2012–13.
Camino Science and Natural Resources Charter School is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 55.35 percent on certificated staff costs; however, it reported expenditures of 73.33 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for an 85 percent determination of funding. The charter school’s mitigating circumstances request includes funding cuts, deferrals, and consideration that the charter school was in its first year of operation. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. As a newly operational charter school, the documentation submitted supports the claim that in its first year of operation, the deferrals constrained the charter school’s cash flow which limited its spending ability to meet the full-funding thresholds.

Hope Academy Charter is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 29.26 percent on certificated staff costs and expenditures of 49.53 percent on instruction and related services and allowable facilities costs, which makes the charter school ineligible for a determination of funding. The charter school’s mitigating circumstances request includes funding cuts, deferrals, limited cash on hand, and consideration that the charter school was in its first year of operation. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. As a newly operational charter school, the documentation submitted supports the claim that in its first year of operation, the deferrals constrained the charter school’s cash flow which limited its spending ability to meet the full-funding thresholds. 

Stockton High is requesting a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances. The charter school reported expenditures of 55.96 percent on certificated staff costs; however, it reported expenditures of 66 percent on instruction and related services and allowable facilities costs, which qualifies the charter school for a 70 percent determination of funding. The charter school’s mitigating circumstances request is to consider its debt service toward instruction. CDE staff reviewed all of the information provided by the charter school in its initial request and in subsequent communications. The charter school had planned to spend funds to hire instructional coaches and costs associated with relocating to a new facility. However, the school elected to instead use the funds to pay off their loan debt. 

The funding determination and mitigating circumstances requests are provided in Attachments 2 through 27 of Agenda Item 2 on the ACCS April 10, 2013, Meeting Notice for the ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice041013.asp.
SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION
The SBE is responsible for approving a determination of funding to establish eligibility for apportionment funding for charter schools that offer nonclassroom-based instruction. The CDE notes that this request is a recurring action item for the SBE.
FISCAL ANALYSIS (AS APPROPRIATE)
If approved, the charter schools listed in Attachment 1 would receive apportionment funding under the charter school block grant funding model. Funding is based on the statewide average funding levels for each grade span (kindergarten through grade three, grades four through six, grades seven through eight, and grades nine through twelve). Calculations use revenue limits for unified, elementary, and high school districts. 
ATTACHMENTS
Attachment 1:  Advisory Commission on Charter Schools and California Department of Education Recommendation Determination of Funding Fiscal Year 2013-14 through 2017-18 (4 Pages)

Table 1: ACCS and CDE Recommendation Determination of Funding Fiscal Year 2013–14 through 2017–18
	County-District-School Code
	Charter Number and First Year of Operation
	Charter Name
	Spending on Certificated Staff Compensation^

	Spending on Instruction-al Costs^
	Funding Determination and Years Requested by

Charter School With Mitigating Circumstances
	Funding Determination Without Mitigating Circumstances (5 CCR Section 11963.4)
	CDE

Recommen-dation Funding Determination and Years
	Mitigating Circum-stances Provided
	2010-11

Base API
	2010-11 API

State-wide
	2011-12 Base API
	2011-12 API

State-wide

	29-

66340-

6112593
	0069
1994–95
	Nevada City Home Study Charter
	66.99%
	79.41%
	100%

5 Years
	85%
	100%

5 Years
	Yes
	836
	7
	879
	8


^–Note: Spending percentages correspond to the charter school’s funding determination request as originally submitted to the California Department of Education.

Table 2: ACCS and CDE Recommendation Determination of Funding Fiscal Year 2013–14 through 2016–17
	County-District-School Code
	Charter Number and First Year of Operation
	Charter Name
	Spending on Certificated Staff Compensation

	Spending on Instruction-al Costs^
	Funding Determination and Years Requested by

Charter School With Mitigating Circumstances
	Funding Determination Without Mitigating Circumstances (5 CCR Section 11963.4)
	CDE

Recommen-dation Funding Determination and Years
	Mitigating Circum-stances Provided
	2010-11

Base API
	2010-11 API

State-wide
	2011-12 Base API
	2011-12 API

State-wide

	30-

66464-

0106765
	0664

2004–05
	Capistrano Connections Academy
	40.51%
	84.25%
	100%

5 Years
	100%
	100%

4 Years
	No
	794
	5
	782
	7

	19-

65136-

1996263
	0214
1999–00
	Opportunities for Learning – Santa Clarita
	39.25%
	72.42%
	85%

5 Years
	70%
	70%

4 Years
	No
	703
	4
	697
	3

	27-

10272-

2730232
	0327
2000–01
	Monterey County Home Charter School*
	93.35%
	62.63%
	100%

5 Years
	70%
	70%

4 Years
	No
	654
	2
	671
	2

	19-

64287-

1996479
	0402
2001–02
	Opportunities for Learning – Baldwin Park
	39.89%
	77.26%
	85%

5 Years
	70%
	70%

4 Years
	No
	696
	3
	699
	3


Table 3: ACCS and CDE Recommendation Determination of Funding Fiscal Year 2013–14 through 2015–16
	County-District-School Code
	Charter Number and First Year of Operation
	Charter Name
	Spending on Certificated Staff Compensation

	Spending on Instruction-al Costs^
	Funding Determination and Years Requested by

Charter School With Mitigating Circumstances
	Funding Determination Without Mitigating Circumstances (5 CCR Section 11963.4)
	CDE

Recommen-dation Funding Determination and Years
	Mitigating Circum-stances Provided
	2010-11

Base API
	2010-11 API

State-wide
	2011-12 Base API
	2011-12 API

State-wide

	09-

61846-

0123125
	1150
2011–12
	Camino Science and Natural Resources Charter School
	55.35%
	73.33%
	100%
3 Years
	85%
	100%

3 Years
	Yes
	Not Required*
	Not Required*


*–Not Required: Charter school request is for less than five years. EC Section 47612.5(d)(2) requires a determination of five years for a charter school that has achieved a rank of six or greater on the API for the two years immediately prior to receiving a determination of funding.
Table 4: ACCS and CDE Recommendation Determination of Funding Fiscal Year 2013–14 through 2014–15
	County-District-School Code
	Charter Number and First Year of Operation
	Charter Name
	Spending on Certificated Staff Compensation

	Spending on Instruction-al Costs^
	Funding Determination and Years Requested by

Charter School With Mitigating Circumstances
	Funding Determination Without Mitigating Circumstances (5 CCR Section 11963.4)
	CDE

Recommen-dation Funding Determination and Years
	Mitigating Circum-stances Provided
	2010-11

Base API
	2010-11 API

State-wide
	2011-12 Base API
	2011-12 API

State-wide

	36-

67777-

0124214
	1322
2011–12
	Hope Academy Charter
	29.26%
	49.53%
	100%

2 Years
	Denial
	100%

2 Years
	Yes
	Not Required*
	Not Required*

	39-

68676-

0119784
	1084
2009–10
	Stockton High
	55.96%
	66%
	100%
2 Years
	70%
	70%

2 Years
	No
	Not Required*
	Not Required*


*–Not Required: Charter school request is for less than five years. EC Section 47612.5(d)(2) requires a determination of five years for a charter school that has achieved a rank of six or greater on the API for the two years immediately prior to receiving a determination of funding.
Table 5: CDE Recommendation Determination of Funding Fiscal Year 2013–14 through 2016–17
	County-District-School Code
	Charter Number and First Year of Operation
	Charter Name
	Spending on Certificated Staff Compensation^

	Spending on Instruction-al Costs^
	Funding Determination and Years Requested by

Charter School With Mitigating Circumstances
	Funding Determination Without Mitigating Circumstances (5 CCR Section 11963.4)
	CDE

Recommen-dation Funding Determination and Years
	Mitigating Circum-stances Provided
	2010-11

Base API
	2010-11 API

State-wide
	2011-12 Base API
	2011-12 API

State-wide

	42-

76786-

6111603
	0020
1993–94
	Santa Barbara Charter School
	53.09%
	78.52%
	100%

5 Years
	85%
	85%

4 Years
	No
	819
	6
	790
	4

	05-

10058-

0530154
	0527
2001–02
	Mountain Oaks School
	53.62%
	74.31%
	100%

5 Years
	85%
	85%

4 Years
	No
	692
	3
	723
	4

	55-

72363-

0100099
	0495
2002–03
	California Virtual Academy @ Jamestown
	37.74%
	86.25%
	100%

5 Years
	70%
	70%

4 Years
	No
	741
	2
	723
	2

	16-

63875-

0101717
	0571
2003–04
	Crossroads Charter School
	46.98%
	66.28%
	100%

5 Years
	70%
	70%

4 Years
	No
	630
	ASAM
	633
	ASAM

	34-

76505-

0114272
	0878
2007–08
	SAC Academic & Vocational Academy
	46.09%
	69.17%
	100%

5 Years
	70%
	70%

4 Years
	No
	526
	ASAM
	572
	ASAM


^–Note: Spending percentages correspond to the charter school’s funding determination request as originally submitted to the California Department of Education.

Table 6: ACCS Recommendation Determination of Funding Fiscal Year 2013–14 through 2016–17

	County-District-School Code
	Charter Number and First Year of Operation
	Charter Name
	Spending on Certificated Staff Compensation^

	Spending on Instruction-al Costs^
	Funding Determination and Years Requested by

Charter School With Mitigating Circumstances
	Funding Determination Without Mitigating Circumstances (5 CCR Section 11963.4)
	ACCS
Recommen-dation Funding Determination and Years
	Mitigating Circum-stances Provided
	2010-11

Base API
	2010-11 API

State-wide
	2011-12 Base API
	2011-12 API

State-wide

	42-

76786-

6111603
	0020

1993–94
	Santa Barbara Charter School
	53.09%
	78.52%
	100%

5 Years
	85%
	100%

4 Years
	Yes
	819
	6
	790
	4

	05-

10058-

0530154
	0527

2001–02
	Mountain Oaks School
	53.62%
	74.31%
	100%

5 Years
	85%
	100%

4 Years
	Yes
	692
	3
	723
	4

	55-

72363-

0100099
	0495

2002–03
	California Virtual Academy @ Jamestown
	37.74%
	86.25%
	100%

5 Years
	70%
	100%

4 Years
	Yes
	741
	2
	723
	2

	16-

63875-

0101717
	0571

2003–04
	Crossroads Charter School
	46.98%
	66.28%
	100%

5 Years
	70%
	100%

4 Years
	Yes
	630
	ASAM
	633
	ASAM

	34-

76505-

0114272
	0878

2007–08
	SAC Academic & Vocational Academy
	46.09%
	69.17%
	100%

5 Years
	70%
	100%

4 Years
	Yes
	526
	ASAM
	572
	ASAM


^–Note: Spending percentages correspond to the charter school’s funding determination request as originally submitted to the California Department of Education.
* The CDE has been notified of a possible challenge by this school, per 5 CCR Section 11963.4. If the school amends their determination of funding request and /or provides additional supporting documentation to challenge the ACCS recommendation to the SBE, ACCS must then act at its next regular meeting in June, 2013, to determine whether or not to modify its recommendation to the State Board, pertaining to this school’s funding determination. Once the ACCS hears this challenge under 5 CCR Section 11963.4, it may or may not modify its recommendation to the SBE. The SBE would then act on the funding determination request at its next regular Board meeting in July, 2013.     
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