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	SUBJECT

Petition for Establishment of a Charter School Under the Oversight of the State Board of Education: Hold a Public Hearing to Consider the Schools and Communities for Advanced Learning Experience Charter Petition, which was denied by the Rialto Unified School District Board of Education and the San Bernardino County Board of Education.
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SUMMARY OF THE ISSUE
On May 11, 2011, the Rialto Unified School District Board of Education (Rialto USD) voted to deny the Schools and Communities for Advanced Learning Experience (SCALE) charter petition by a vote of 4 to 0. On January 9, 2012, the San Bernardino County Board of Education (SBCBE) voted to deny the SCALE charter petition by a vote of 5 to 0.

Pursuant to California Education Code (EC) Section 47605(j), petitioners for a charter school that has been denied at the local level may petition the State Board of Education (SBE) for approval of the charter, subject to certain conditions. 
RECOMMENDATION
California Department of Education Recommendation

The California Department of Education (CDE) recommends that the SBE hold a public hearing to deny the petition to establish the SCALE charter school under the oversight of the SBE based on the CDE’s finding pursuant to EC sections 47605(b)(1), 47605(b)(2), and 47605(b)(5) as well as California Code of Regulations, Title 5 (5 CCR) Section 11967.5 that the petitioners are unlikely to successfully implement the program set forth in the petition.
Advisory Commission on Charter Schools Recommendation

The Advisory Commission on Charter Schools (ACCS) considered the SCALE petition at its June 14, 2012 meeting.  By a vote of five to one the ACCS voted to accept the CDE recommendation to deny the petition to establish SCALE charter school under the oversight of the SBE.

BRIEF HISTORY OF KEY ISSUES 
By its third year of operation, the SCALE charter school proposes to serve 375 middle school pupils in Rialto, which is located in the southeastern area of San Bernardino County. The targeted population reflects the ethnic, cultural, and economic diversity of the area where the school proposes to locate. Data regarding academic and demographic information for schools where students would otherwise most likely attend is available as Attachment 2 of Agenda Item 3 on the SBE June 14, 2012, Meeting Notice for the ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice061412.asp. 

In considering the SCALE charter petition, the CDE reviewed the following:

· The SCALE petition 

· SCALE budget information

· Educational and demographic data of the schools where pupils would otherwise be required to attend

· Board agendas, minutes, and findings from the Rialto USD and SBCBE regarding the denial of the SCALE petition, along with the petitioners’ responses (available as Attachment 4 of Agenda Item 3 on the SBE June 14, 2012, Meeting Notice for the ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice061412.asp)
The CDE finds that the SCALE charter petitioners are demonstrably unlikely to successfully implement the intended program, and the petition does not contain reasonably comprehensive descriptions of the 16 charter elements pursuant to EC Section 47605(b)(5) and 5 CCR 11967.5.1. The SCALE petition does not present a reasonably comprehensive description of how the charter school will identify and respond to the needs of pupils who are not achieving at or above expected levels, EL, and pupils with disabilities. The petitioners did not demonstrate an adequate understanding of the legal responsibilities for special education or how the school would meet those responsibilities. Furthermore, the CDE finds the SCALE budget and cash flow reports to be unsustainable. See Attachment 1 of Agenda Item 3 on the SBE

June 14, 2012, Meeting Notice for the ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice061412.asp for a detailed analysis. 
The CDE finds the following areas of deficiencies within the petition:

The SCALE charter petition, available as Attachment 3 of Agenda Item 3 on the SBE June 14, 2012, Meeting Notice for the ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice061412.asp, does not describe an educational program that is likely to be of educational benefit to the pupils who attend, specifically pupils who are achieving below or above expected levels, nor does it adequately describe the program of services for English learners (EL) and special education students. 
· The petition does not specify the process the school will adopt to identify students who qualify for special education and related services.
· The main component of an educational program for ELs, the English Language Development content area, is missing from the regular core classroom instruction. The petitioners’ plan to offer Structured English Immersion outside of the school day as well as the proposed EL reclassification process does not meet legal requirements as provided in EC sections 305–306, 310, 313, 48985, 60615 and 5 CCR sections 11301-11302, and 11308-11309. While the petitioners propose to offer various types of bilingual program options in the future, the programs and the corresponding components are not clearly articulated.


· The proposed SCALE admission procedure does not meet state law.

SCALE submitted five-year projections for budget and cash flow. Upon review, CDE staff has noted the following concerns that indicate the school operations do not appear to be sustainable and that petitioners lack fiscal capacity to implement the educational program with understated expenditures of up to $2,200,000 during the proposed five year term of the charter.  

· The most significant concerns with the SCALE financial projections are noted on the cash flow statement. Specifically, the school identifies negative cash for 6 of 12 months in Year 2, and 7 of 12 months in Year 3 with no explanation of how it intends to meet monthly financial obligations such as payroll and facility rent/lease payments. In addition, the cash flow does not accurately project State apportionment deferrals or the Special Advance Apportionments for Newly Operational Charter Schools that have not changed in recent years. With respect to the Public Charter Schools Grant Program (PCSGP), the cash flow assumes receipt of funds in the start up year which is not guaranteed. Cash flow in Years 1 and 2 also relies on PCSGP revenue disbursed as one payment at the beginning of each year, even though actual disbursements are made on a quarterly basis.

· The various expenditures, explained in more detailed below, appear to be understated in estimated total amounts ranging from $153,000 in Year 1 to $440,000 in Year 3. While the impact does not result in a negative fund balance 
on the budget, the result raises serious concerns about the cash flow as well as overall budgeting expertise at the school. 

· Charter School Facility Grant revenue appears to be budgeted appropriately; however, if Prop 39 facilities are obtained from the district, as described on page 138 of the charter petition, the school would no longer be eligible for annual funding budgeted at $80,000 in Year 1 and increasing to $180,000 in Year 5. When combined with understated expenditures, the reduction to the school’s ending balance could increase to approximately $213,000 in Year 1 and up to $620,000 in Year 3. 

· Special Education encroachment budgeted at $100 per student enrolled appears to be understated. The school does not budget for any revenue, however, details provided on page 56 of the charter petition indicate that per Memorandum of Understanding, the district would retain all state and federal funding allocated to charter school students. Increasing the encroachment rate to $300 per student would increase expenditures by $25,000 in Year 1 up to $75,000 in Year 5.  

· The following are examples of expenditure areas that may be understated:

· Teacher Salaries in Years 2 and 3  

Average teacher salaries are budgeted at approximately $46,000 in Year 1, however, this average drops to approximately $43,000 in Year 2 and $42,000 in Year 3. This appears to result in understated expenditures of $39,000 and $100,000 respectively.

· Special Education
As noted above, encroachment budgeted at $100 per student appears to be understated.

· Food Service
Revenues are budgeted each year beginning at $60,000 in Year 1 up to $180,000 in Year 5, whereas expenditures of $10k are budgeted in each year of operation. The CDE would expect to see revenues and expenditures budgeted at approximately the same level. This appears to result in understated revenues of approximately $50,000 in Year 1 up to $170,000 in Year 5.

· Professional and Consulting Services and Operating Expenditures 

It appears that budgeted expenditures in this area may be understated by approximately $44,000–$54,000 in Year 1 and would increase annually. This line item is budgeted at approximately $10,000 in the Startup Year and approximately $6,000 in each of Years 1 through 5. However, CDE would expect to see a minimum of $40,000–$50,000 in Year 1 with annual increases in direct relation to growth in average daily attendance.
· Books and Supplies
While it appears that sufficient funds are budgeted for Year 1, expenditures budgeted for textbooks and instructional materials in Years 2 and 3 appear to be understated for the projected increase in enrollment.

· Charter School Revolving Loan
Revolving Loan Fund proceeds are reasonably budgeted at $200,000. However, repayment of the loan is budgeted at $45,000 per year for four years. Actual repayments on an annual basis would be $50,000. This results in understated expenditures of approximately $5,000 per year. 

· Other observations that raise concerns about the school’s fiscal capacity include a lack of budget assumptions or budget narrative, no revenue budgeted for in‑lieu property taxes, and a cost-of-living adjustment (COLA) of 1 percent applied to revenues when COLA has not been funded since 2007–08.

· Staffing levels and expenditures budgeted for administrators appear to be high and outside the normal range of expenditure typically seen by CDE staff.
Based on the analysis above, the CDE concludes the proposed financial plan is unsustainable.

The Conditions of State Board of Education Authorization and Operation are also available as Attachment 5 of Agenda Item 3 on the ACCS June 14, 2012, Meeting Notice for the ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice061412.asp.

SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION
Currently, 33 charter schools operate under SBE authorization as follows:

· Three statewide benefit charters, operating a total of 13 schools

· One countywide benefit charter

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

The SBE delegates oversight duties of these schools to the CDE.

FISCAL ANALYSIS (AS APPROPRIATE)
No fiscal analysis is applicable.
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