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California Department of Education (CDE) 

Analysis of Evidence Submitted to the State Board of Education by the 

California College, Career, and Technical Education Center (CCCTEC) on July 22, 2011, 

in Response to a Notice of Violation
	Table 1: CCCTEC appears to have failed to meet generally accepted accounting principles, or engaged in fiscal mismanagement (EC Section 47607[c][3])



	Concern or Request as Stated in June 27, 2011 Notice of Violation
	Summary of CCCTEC Response Submitted July 22, 2011
	CDE Analysis of CCCTEC Response

	The SBE has been unable to ascertain the fiscal health of the charter, as multiple budgets and cash flow statements have been submitted to the CDE Charter Schools Division between February and June of 2011 that present different information, making it difficult to accurately analyze the school's ability to operate or repay its debts. 
	CCCTEC submitted at least 5 different applications for a Revolving Loan. Mr. Preston worked with CDE staff to obtain the most accurate projections possible. CCCTEC submitted a Revolving Loan Fund application on June 3, 2011, and would like to see it fulfilled for the entire amount applied for in May 2010.
	CDE records indicate that CCCTEC submitted at least 7 versions of its budget and cash flow as part of the application process for a $150,000 Revolving Loan. Each budget submitted was based average daily attendance that was significantly overstated. Based on data submitted, CDE could not accurately assess the financial position of the school and its ability to make loan repayments in future years.

	The current attendance accounting system appears to be inadequate, and teachers and staff may not have adequate training to record attendance accurately. 
	CCCTEC expressed concerns regarding its attendance accounting in October 2010. There were problems with the original vendor. A new vendor has been contacted and two onsite training sessions for staff were conducted before June 2011. New staff will be trained prior to opening of school.
	The CCCTEC response did not include any details about the vendor it contacted or the training provided for staff. Therefore, the CDE cannot evaluate whether any new systems are adequate.

	Due to last-minute changes to the school calendar and a lack of clarity over appropriate supervision by credentialed teachers, it is unclear whether CCCTEC has offered the minimum number of days and minutes of instruction to receive full apportionment funding. 
	CCCTEC has met all requirements for the minimum number of days and minutes. All students were appropriately supervised with an appropriately credentialed teacher. CCCTEC will work to clarify staff assignments and show matching credentials to CDE staff in the future.
	CCCTEC may have offered instruction for the minimum number of days and minutes, but because no information was provided linking credentials to a master scheduled, the CDE cannot determine if those instructional minutes were supervised by appropriately credentialed teachers. Similarly, without a master schedule, the CDE cannot analyze the 2011–12 schedule.

	Certificated staff have attested that CCCTEC is anywhere from one to four months behind in issuing paychecks. Teachers have reported walking off the job due to a failure of CCCTEC to issue paychecks or paychecks being returned due to insufficient funds in the CCCTEC account. 
	CCCTEC was short funds. As funds become available, any past amounts owed to employees will be paid. There were no indications that teachers may have been planning to walk off the job.
	The CDE found no evidence that provided a source of funds to make these payments. The CDE received conflicting reports from staff regarding their intentions to leave their posts at CCCTEC.

	On March 5, 2011, the Yolo County Office of Education (Yolo COE) reported to the CDE that CCCTEC was not current in its California State Teachers Retirement System (CALSTRS) payments to Yolo COE, and that CCCTEC issued a check to Yolo COE that was returned due to insufficient funds. After multiple communications between CDE and CCCTEC and Yolo COE, on March 15, 2011, CCCTEC authorized Yolo COE to redirect a portion of CCCTEC's of in-lieu tax proceeds to cover the CALSTRS payment. As of June 15, 2011, Yolo COE reported that no payroll information had been submitted from CCCTEC since February 2011. 
	In February 2011 funds were distributed without CCCTEC authorization and the account did not have sufficient funds to cover checks. As funds are available CCCTEC will pay past CALSTRS amounts due and will work with a back office provider to prevent a repeat of this type of incident.
	The CDE did not find any evidence to suggest that CCCTEC has a plan to repay CALSTRS funds, as CCCTEC did not provide evidence of how much is owed or what funds would be used. The CDE also could not find evidence of any agreements with a new back office provider.

	On March 7, 2011, the CDE was contacted regarding CCCTEC's participation in the federal Carol M. White Physical Education Program (PEP) grant program as CCCTEC had not been responsive to inquiries from the PEP grant office. The CDE requested that CCCTEC respond to these inquiries. On May 9, 2011, the PEP grant office conducted an on-site monitoring review, which resulted in the release of a monitoring report on May 31, 2011. Findings documented in this report require CCCTEC to appropriately document expenditures of funds from the PEP grant and to return $57,651 to the program by June 10, 2011, with no extensions granted. 
	CCCTEC feels that with further review by the PEP program, the expenditures will be substantially reduced. The management of the PEP grant was hindered by several people. CCCTEC will continue to train personnel to properly handle PEP grant requirements.
	All communications between PEP grant staff and CDE have indicated that the amounts owed by CCCTEC have not been reduced, and that CCCTEC is further out of compliance with PEP grant requirements since the May 31, 2011 report.

	The CDE has been presented with delinquent accounts payable from several vendors who report being paid with checks that were returned for insufficient funds. The CDE has made multiple communications between these vendors and CCCTEC. One vendor reports that as of June 10, 2011, over $5,000 is still owed by CCCTEC. 
	CCCTEC is aware of all outstanding invoices. CCCTEC has worked with vendors and will continue to do so. CCCTEC will ensure that all purchasing procedures are followed by all staff.
	The CDE has copies of unpaid invoices that were not presented in CCCTEC’s evidence, as presented in declarations from CDE staff and made public at the Advisory Commission on Charter Schools meeting on July 28, 2011. The lack of accounting for all unpaid invoices concerns CDE, as it is difficult to ascertain a clear understanding of CCCTEC’s fiscal health. The budget documents submitted by CCCTEC do not account for shortfalls in the 2010–11 school year and propose to remedy issues by selling receivables for funds needed to operate in the 2011–12 school year.

	Submit a budget and cash flow statement that includes all sources of revenue and liabilities for the remainder of the current fiscal year and through February 2012, including, but not limited to, the following items:
	A planning budget was submitted that was ambiguously labeled; the budget indicated that it was for years two through six, contained partial entries for 2011–12, and was complete for the years from 2012–13 through 2015–16. A cash flow statement was not provided. 

CCCTEC indicates that Object Code 7281 represents all debts, salaries, taxes, lease costs, etc.
	A budget was included, however no budget assumptions were provided. Without detailed budget assumptions, CDE cannot validate how various revenues and expenditures were calculated. CDE made the following observations and assumptions based on data provided:

· Average daily attendance (ADA) appears to be projected as 144, 408, 480, 600 and 600 for Years 2 through 6 respectively; 

· Revenues

- appear to increase each year in a similar proportion to increases in ADA

- include PCSGP and PEP Grant; the status of these two grants is uncertain at this time

- assume receipt of $150,000 Revolving Loan

· Expenditures:

- teacher salaries appear to be understated or assume larger class sizes

- uncertain whether sufficient funds are budgeted for a principal and executive director that are currently employed

- Rent/lease costs increase from $368k in Year 2 to $1.1m/year in Years 3 through 6; amounts appear to be inconsistent with lease agreement.

- increases are reflected in the areas of certificated and classified salaries, employee benefits and books/supplies

- no increases are included for the areas of services and other operating expenses (exception is the increase in rent/lease)

Object Code 7281, i.e., other transfers, identifies expenditures (debts) of $425k, however a detailed accounting of these debts is not provided

A cash flow statement was not provided; therefore CDE cannot assess CCCTEC’s ability to meet monthly obligations.

	Revenue from the state 
	Revenues are provided.
	It is uncertain in the budget whether allowances are made for overstated apportionment and audit findings for the 2010–11 school year.
In general, revenues appear to increase each year in a similar proportion to increases in ADA; assume receipt of funds from the PCSGP and PEP Grant, the status of these two grants is uncertain at this time; and assume receipt of $150,000 Revolving Loan

The budget identifies state revenues from the following sources:

-General Purpose Entitlement

-Categorical Block Grant

-New School Block Grant

-State Lottery

-Economic Impact Aid

-Revolving Loan

	Revenue from other sources, including but not limited to, revenue from subleases 
	Federal revenues include PCSGP funds of $306,000 for one year and PEP grant funds of $338,000 for two years.
	The CDE has significant concerns that the PCSGP and PEP grant funds will not be available.
In addition, CCCTEC’s proposed budget includes federal revenue from NCLB, Title I, Part A.

	Revenue from the sales of receivables, less any interest or administrative fees 
	CCCTEC responded that it would have   $306,000 in PCSGP receivables that could be sold for a net of $285,000.
	CDE finds that CCCTEC is substantially out of compliance with the PCSGP grant requirements and may be invoiced for the return of PCSGP funds from 2010–11. Because CCCTEC is not in good standing with the PCSGP grant, it is unlikely CCCTEC could sell receivables for year two funds.
It is unclear whether CCCTEC has included the cost of selling receivables in the budget. 

	Submit liabilities for the remainder of the current fiscal year and through February 2012, including, but not limited to, the following items: 
	Some current outstanding invoices were provided; however, and the budget contained summary estimates of projected liabilities.
	There was insufficient detail regarding liabilities to accurately determine if CCCTEC can continue to operate.
CCCTEC indicates that object “code 7281 represents all debts, salaries, taxes lease costs etc.” Object code 7281 is budgeted at $425,000, however, a detailed breakdown is not provided and CDE cannot determine whether all liabilities are reflected.

	Certificated staff salaries, broken down by full-time equivalents (FTEs)
	Certificated salaries broken down by individual, and not by FTE, provided for May and June of 2011 only.
	Incomplete response; unable to evaluate.
Based on data submitted for 2011–12, CDE cannot determine the total budgeted FTE and salary levels for certificated staff.

	Classified staff salaries, broken down by full-time equivalents
	Classified salaries broken down by individual, and not by FTE, provided for May and June of 2011 only.
	Incomplete response; unable to evaluate.
Based on data submitted for 2011–12, CDE cannot determine the total budgeted FTE and salary levels for classified staff.

	Certificated and classified staff health and retirement benefits, including California State Teachers Retirement System benefits
	The cost of benefits is addressed in the “Planning” 2012–16 budget. STRS payments are shown for May and June 2011 only.
	Incomplete response; unable to evaluate.
It is unclear how CCCTEC has calculated STRS expenditures in the 2011–12 budget

	Repayment of funds to the Carol M. White PEP grant fund as outlined in the site visit report dated May 31, 2011
	Mr. Preston stated that the school owes $57,651; however, no supporting evidence was provided.
	The CDE has evidence that CCCTEC owes $327,024 to the PEP grant program.
It is unclear whether the budget includes repayment of funds to the PEP grant program.

	Facilities lease payments and utilities
	Mr. Preston stated that the school still owes $68,948.32 in rent for 4 months and $59,737.76 to PG&E; however, no supporting evidence was provided.
	Incomplete response; unable to evaluate.
It is unclear whether the budget includes sufficient expenditures for repayment of all outstanding liabilities.

	Liability insurance and worker's compensation insurance premiums
	Insurance proposals were submitted, but no evidence of payment of premiums was provided.
	Incomplete response; unable to evaluate.

	Repayment of sold receivables
	Account statement provided showing no amounts owed.
	Response complete.

	Any apportionment or other funding owed to the state
	Evidence of $219,068 overpayment was provided.
	Response complete.

	Any in lieu taxes or other payments due to the local district or county as a result of overpayment 
	Provided “Example Estimate” and “Estimated Cash Flow” charts.
	The “Example Estimate” and “Estimated Cash Flow” submitted reflect CCCTEC’s estimated payments for in-lieu taxes and SELPA funding, respectively, beginning in July 2011. CDE’s concern about funds owed to the local district or county is not addressed by these documents. 

	Any funds reserved for potential audit exceptions 
	“$5,000” was the response, yet no supporting evidence was provided.
	Response was unclear.

	Any outstanding invoices due to vendors, including, but not limited to, Athletics Unlimited
	Stated that the school is aware of all outstanding invoices and provided the following invoices: 

1. DGS - $4,290.38

2. City of W. Sacramento - $1875
3. City of W. Sacramento - $937.25

4. TES - $7,106.81

5. School Pathways - $4,000
6.   Charter School Accounting -    $5,000        
	The CDE is aware of additional invoices from Athletics Unlimited for $5,041.60 and the Health Education Council for $10,000. In addition, CCCTEC will be invoiced $4,045.01 by CDE for a 1 percent oversight fee for 2010–11 per statute. The lack of accounting for these liabilities raises questions about other unknown liabilities.


	Table 2: CCCTEC appears to have violated a provision of law (EC Section 47607[c][4]):



	Concern or Request as Stated in June 27, 2011 Notice of Violation
	Summary of CCCTEC Response Submitted July 22, 2011
	CDE Analysis of CCCTEC Response

	CCCTEC does not appear to be compliant with EC Section 47605(1), which requires teachers of core subjects to possess an appropriate credential or other document authorizing them to teach the subjects to which they are assigned. 
	All students were appropriately supervised by an appropriately credentialed teacher in all core classes. CCCTEC has two intern teachers. CCCTEC will work with CDE to clarify staff assignments and matching credentials.
	Because the attached credentials were not matched to actual teaching positions or courses, the CDE cannot evaluate whether CCCTEC students were appropriately supervised or instructed.

	Submit evidence of highly-qualified status and proper credentialing for all core teachers employed in the 2010-11 and 2011-12 school years and a detailed plan regarding plans to recruit and hire highly-qualified and properly credentialed teachers for the 2011-12 school year, including master schedules that identify teacher assignments for each course.


	CCCTEC attached copies of a number of credentials to its response.
	CCCTEC failed to provide a plan to retain and recruit teachers and did not provide master schedules that would identify teacher assignments.


	Table 3. Comparison Between Information Submitted by CCCTEC and CDE Information for 2010–11 


	Anticipated Revenue/ Outstanding Liability
	Per CCCTEC
	Per CDE

	
	2010–11 

Revenue

Due
	2010–11 

Debts

Owed
	2010–11 

Revenue

Due
	2010–11 

Debts

Owed

	2010–11 Revenue to be Paid
	
	
	
	

	Public Charter Schools Grant Program (PCSGP)
	$306,000.00
	
	$0.00
	

	SB 740 Charter Facility Grant
	$17,000.00
	
	$17,000.00
	

	Charter School Revolving Loan Fund
	$150,000.00
	
	$0.00
	

	Outstanding Liabilities
	
	
	
	

	Principal Apportionment (General Purpose and Categorical Block Grants)
	
	$219,068.00
	
	$219,068.00

	Certificated/Classified Staff Salaries
	
	$90,000.00
	
	$90,000.00

	Rent/Lease
	
	$68,948.32
	
	$68,948.32

	PG & E
	
	$59,737.76
	
	$59,737.76

	Carol M. White Physical Education Program Grant
	
	Less than

$57,651.00
	
	Up to $269,373.00

	Total Education Solutions
	
	$7,106.81
	
	$7,106.81

	Charter School Accounting
	
	$5,000.00
	
	$5,000.00

	Department of General Services
	
	$4,290.38
	
	$4,290.38

	School Pathways
	
	$4,000.00
	
	$4,000.00

	City of West Sacramento
	
	$1,875.00
	
	$1,875.00

	City of West Sacramento
	
	$937.25
	
	$937.25

	Health Education Council 
(May and June Services)
	
	
	
	$10,000.00

	Athletics Unlimited
	
	
	
	$5,041.60

	California Department of Education (1% Oversight Fee)
	
	
	
	$4,045.01

	STRS Payments
	
	
	
	Unknown

	
	
	
	
	

	Totals
	$473,000.00
	$518,614.52
	$17,000.00
	$749,423.13

	Net
	$(45,614.52)
	
	$(732,423.13)
	


