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	SUBJECT

International Studies Language Academy: Consider a Material Revision of the Charter to Change from Opening in 2016–17 to 2017–18.
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	Public Hearing


SUMMARY OF THE ISSUE(S)

International Studies Language Academy (ISLA), a State Board of Education (SBE)-authorized charter school, requests a material revision of its charter from opening in the 2016–17 school year to the 2017–18 school year (Attachment 1).
On June 15, 2016, ISLA submitted a request for a material revision to its charter requesting to open in 2017–18. ISLA will not be able to secure a facility and make any necessary regulatory approvals that could include obtaining a conditional use permit and remodeling a leased facility to meet E occupancy requirements that were required by September 30, 2016, as a condition of SBE approval in May 2016. 
RECOMMENDATION
The California Department of Education (CDE) proposes to recommend that the SBE hold a public hearing regarding the petition, and thereafter to approve, with one condition and two technical amendments, the request for a material revision to the ISLA charter petition from opening in the 2016–17 school year to the 2017–18 school year. Inherent to this recommendation, the CDE recommends the following condition: ISLA must adhere to the terms and conditions as noted in Attachment 6 of the item, SBE Standard Conditions on Opening and Operation. 
The CDE will conduct a pre-opening site visit at least 30 days prior to the scheduled opening date. Written authorization from the CDE would be required prior to the operation of any additional facility.

Advisory Commission on Charter Schools

The Advisory Commission on Charter Schools August 3, 2016, meeting was cancelled. The ISLA item is moving forward to meet the September 30, 2016, operational deadline as required by the SBE.    

BRIEF HISTORY OF KEY ISSUES
The SBE approved ISLA on May 12, 2016, with four conditions and eight technical amendments for a five-year term effective July 1, 2016, through June 30, 2021.

In considering the ISLA request for a material revision, the CDE reviewed the following:

· The ISLA petition and appendices (Attachments 3 and 5)

· Educational and demographic data of schools where pupils would otherwise be required to attend (Attachment 2)

· The ISLA budget and financial projections (Attachment 4)

Budget 

The ISLA multi-year projected budget includes the following:

· A planning year in 2016–17
· 438 pupils in transitional kindergarten (TK) to grade seven in 2017–18

· 678 pupils in TK to grade eight in 2018–19

· 796 pupils in TK to grade eight in 2019–2020
· 950 pupils in TK to grade eight in 2020–21
The SBE approved ISLA on May 12, 2016, for a five-year term effective July 1, 2016, through June 30, 2021; therefore, the ISLA five-year term is 2016–2021, and not 2017–2022.

Revenue 
The ISLA multi-year projected budget includes lottery funds in the first year of operation, Fiscal Year (FY) 2017–18, however, lottery funds are based on prior year annual average daily attendance (ADA). Consequently, ISLA will not begin receiving lottery funds until the second year of operation, FY 2018–19. Therefore, the CDE excluded the lottery funds of $76,503 from the ISLA projected revenue in FY 2017–18. The CDE recalculated the lottery funds based on prior year annual ADA and find that the lottery funds are understated by $34,584 and $21,308 in FYs 2018–19 and 2019–2020. These adjustments were included in the CDE’s budget analysis.

The CDE noted that the ISLA multi-year projected budget overstates the mandate block grant by $3,154 and $1,457 in the second and third years of operation, FYs 2018–19 and 2019–2020, based on $14.21 per prior year Second Principal Apportionment ADA. These adjustments were included in CDE’s budget analysis.
The ISLA multi-year projected budget includes federal Public Charter Schools Grant Program (PCSGP) funds of $275,000 and $100,000 in the first and second years of operation, FYs 2017–18 and 2018–19. However, the PCSGP is currently extended only through FY 2017–18; therefore, the CDE excluded the PCSCG amount of $100,000 from the ISLA projected revenue in FY 2018–19. 
The ISLA multi-year projected budget, as submitted, was calculated using an incorrect Fiscal Crisis and Management Assistance Team (FCMAT) Local Control Funding Formula (LCFF) calculator. Therefore, the CDE used the May 13, 2016, FCMAT LCFF calculator to recalculate the ISLA LCFF revenue. The CDE found that ISLA had understated LCFF revenue by $440,674, $384,842, and $676,229 for FYs 2017–18 through 2019–2020. These adjustments were included in the CDE’s budget analysis.
Using the May 13, 2016, version of the LCFF calculator, the CDE concludes that ISLA is likely able to successfully implement a fiscal plan that is sustainable and fiscally viable with projected enrollment of 438, 678, and 796 with ending fund balances of $578,861, $1,023,435, and $1,863,100 and reserves of 16.1 percent, 17.2 percent, and 26.9 percent in its first three years of operation respectively. The CDE concludes that the ISLA multi-year financial plan does provide for projected operating surpluses in FY year one to year three, increasing positive fund balances, and adequate reserves.

Expenditures

The multi-year projected budget understates the expenditures in the California State Teachers’ Retirement System (CalSTRS) because the CDE has determined that ISLA used the incorrect rate for CalSTRS calculations. Therefore, the ISLA understated CalSTRS by $24,115, $42,155, and $48,506 for FYs 2017–18 through 2019–2020. 

These increased expenditures were included in the CDE’s budget analysis.

The ISLA multi-year projected budget understates employee health benefits by omitting two certificated positions in FYs 2017–18 and 2018–19, and two and half certificated positions and three classified positions in FY 2019–2020. The ISLA multi-year projected budget understates classified employee health benefits by $12,000, $12,600, and $36,383 respectively. These increased expenditures were included in the CDE’s budget analysis.

The ISLA multi-year projected budget understates the expenditures of educational consultants in the amounts of $3,642, $4,163, and $6,961, respectively, for FYs 2017–18, 2018–19, and 2019–20. The expenditure is calculated by one percent of state revenue. As the state revenue increases, the expenditures of educational consultants increase accordingly. These increased expenditures were included in the CDE’s budget analysis.

The ISLA multi-year projected budget understates the expenditures of special education encroachment in the amounts of $18,209, $20,814, and $34,804, respectively, for FYs 2017–18, 2018–19, and 2019–20. The expenditure is calculated by five percent of state revenue. As the state revenue increases, the expenditures of special education encroachment increase accordingly. These increased expenditures were included in the CDE’s budget analysis.
The line of credit (LOC) is not guaranteed or secured; therefore, the cash inflow of $766,204, $697,371, and $409,958 and cash outflow of $725,446, $738,129 and $409,958 should be excluded from the cash flow section (p.11, Attachment 4). In addition, the CDE excluded the interest payment of LOC in the amount of $4,657, $6,168, and $4,921 from the ISLA projected expenditure in FYs 2017–18, 2018–19, and 2019–20.
The CDE proposes to recommend that the SBE approve the request for a material revision of the ISLA charter, with the recommended technical amendments, for the following reasons: 

· ISLA provides pupils with a sound educational program that proposes to implement a dual-immersion program for transitional kindergarten through grade five in four targeted languages as follows: German, Spanish, Italian, and French. Additionally, the ISLA petitioners propose to implement an immersion and acquisition language program for grade six through grade eight offering the languages noted above. 
· The mission of ISLA is to ensure high-level academics in core subjects and language acquisition for all pupils regardless of their socioeconomic status or English proficiency to promote global competence, college preparedness, and career readiness.
· The CDE reviewed the ISLA budget and multi-year fiscal plan and concludes that ISLA is likely able to successfully implement a fiscal plan that is sustainable and fiscally viable as noted above. 

· ISLA has submitted all required documentation to the CDE including, but not limited to, compliance documents and budget reports.
The CDE finds that the ISLA material revision to the ISLA petition meets the standards and criteria in EC Section 47605 with the required technical amendments.

SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION

Currently, 29 charter schools operate under SBE authorization as follows:

· One statewide benefit charter, operating a total of six sites
· Seven districtwide charters operating a total of eighteen sites

· Twenty one charter schools, authorized on appeal after local or county denial

The SBE delegates oversight duties of the districtwide charters to the county office of education of the county in which the districtwide charter is located. The SBE delegates oversight duties of the remaining charter schools to the CDE.
FISCAL ANALYSIS (AS APPROPRIATE)
If approved as an SBE-authorized charter school, the CDE would receive approximately one percent of the revenue of ISLA for the CDE’s oversight activities. However, no additional resources are allocated to the CDE for oversight.
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