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	SUBJECT

Reconsideration of Requests for Determination of Funding as Required for Nonclassroom-based Charter Schools Pursuant to California Education Code Sections 47612.5 and 47634.2, California Code of Regulations Section 11963.6(g), and Associated California Code of Regulations, Title 5.
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SUMMARY OF THE ISSUE
California Education Code (EC) 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). Additionally, if during an approved determination period a charter school wishes to seek a higher or lower determination of funding, it shall do so by the filing of a new determination of funding request for consideration by the SBE pursuant to California Code of Regulations, Title 5 (5 CCR) Section 11963.6(g).
The charter schools listed in Attachment 1 are requesting reconsideration of their previously approved denial of their determination of funding request. Each charter school is requesting a reconsideration to increase its funding determination to 100 percent, which would replace the determination of funding currently in effect.
RECOMMENDATION
The California Department of Education (CDE) recommends that the SBE approve a 100 percent funding determination for three charter schools, and an 85 percent funding determination for two charter schools, replacing the denial of the funding determination, which is currently in effect for fiscal years (FYs) 2016–17 through 2017–18, as provided in Attachment 1.
Advisory Commission on Charter Schools Recommendation

The Advisory Commission on Charter Schools (ACCS) met on June 7, 2017, and voted unanimously to approve the CDE recommendation that the SBE approve the determinations of funding and the periods specified for the nonclassroom-based charter schools as provided in Attachment 1.
BRIEF HISTORY OF KEY ISSUES
Each nonclassroom-based charter school identified on Attachment 1 submitted a request for reconsideration of its current determination of funding which was denied by the SBE. The request includes increasing the existing funding determination to 100 percent.

Background

The Academy of Arts and Sciences (AAS) was formed as a nonprofit public benefit corporation on October 28, 2011. In FY 2015–16, AAS operated 15 public charter schools in six counties.

Effective June 30, 2015, three AAS charter schools discontinued operations due to voluntary closures: Valley Prep K–5 (Charter Number [#]1670); Valley Prep 6–8 (#1671); and Valley Prep 9–12 (#1672).

Effective July 1, 2015, operations for two AAS charter schools were transferred from AAS to a separate nonprofit organization: Delta Keys Charter (#1645) and Delta Home Charter (#1646). 

Effective June 30, 2016, 5 of the remaining 10 AAS charter schools discontinued operations: AAS: Del Mar Elementary (K–5) (#1452); AAS: El Cajon Elementary (#1451); AAS: El Cajon Middle and High (6–12) (#1453); AAS: Los Angeles (K–8) (#1652); and AAS: Oxnard & Ventura (#1456), with the intent to merge operations into the remaining five charter schools.

At its July 2016 meeting, the SBE denied the funding determination request for a 100 percent determination of funding with the consideration of the charter school’s mitigating circumstances for FYs 2016–17 through 2017–18. The funding determination was based on revenues and expenditures for FY 2014–15 as submitted by each charter school. Pursuant to 5 CCR Section 11963.4(a)(4), denial of a determination of funding request by the SBE shall result in no funding being apportioned for average daily attendance identified by the charter school as being generated through nonclassroom-based instruction pursuant to EC Section 47634.2(c).

For FY 2014–15, each charter school reported expenditures on certificated staff costs below the minimum of 35 percent, and expenditures on instruction and instruction- related services costs below the minimum of 60 percent, which makes the charter school ineligible for a determination of funding. As identified in Table 1, each charter school failed to meet the regulatory requirement for a determination of funding by underspending on instruction, while ending FY 2014–15 with a positive fund balance. The mitigating circumstances requests cited spending conservatively due to the uncertainty of enrollment and to build reserves for future years. Based on the charter school’s reported expenditures percentages, the charter school’s nonclassroom-based instruction is not substantially dedicated to the instructional benefit of the students, pursuant to 5 CCR Section 11963.4(a)(4).

Table 1

	Charter Number
	Charter School Name
	Percent Spent on Certificated Staff Costs in
FY 2014–15
	Percent Spent on Instruction and Instruction-Related Services Costs in FY 2014–15
	Estimated Total Amount Underspent on Certificated Staff and Instruction Costs in FY 2014–15
	Fund Balance for the Period Ending

June 30, 2015

	
	
	35 percent or less^
	60 percent or less^
	
	

	1454
	AAS: Del Mar Middle and High (6–12)
	27.68%
	52.11%
	$553,000
	$974,588

	1455
	AAS: Thousand Oaks & Simi Valley
	29.89%
	54.70%
	$999,000
	$2,019,643

	1457
	AAS: Sonoma
	29.19%
	56.01%
	$319,000
	$663,967

	1631
	AAS: Fresno
	25.44%
	52.86%
	$403,000
	$602,213

	1651
	AAS: Los Angeles (9–12)
	24.89%
	44.61%
	$808,000
	$1,088,511


^5 CCR Section 11963.4(a) specifies criteria to qualify for a funding determination of 100 percent, 85 percent, or 70 percent. Denial of a determination of funding request may be made for a nonclassroom-based charter school that spends less than 35 percent of the school’s public revenues on salaries and benefits for all employees who possess a valid teaching certificate or spends less than 60 percent of all revenues on instruction and instruction-related services.

Pursuant to 5 CCR Section 11963.6(g), if during the effective period of a determination of funding, a charter school wishes to seek a higher or lower determination of funding, it shall do so by the filing of a new determination of funding request. During the effective period of a charter school’s determination of funding, no more than one additional determination of funding request (which would replace the determination of funding then in effect) may be submitted by the charter school in the same fiscal year. Each charter school provided FY 2015–16 data as part of its reconsideration request for FYs 2016–17 through 2017–18. As identified in Table 2, each charter school reported expenditures of 40 percent or more on certificated staff costs and expenditures of 80 percent or more on instruction and instruction-related services costs.

AAS: Fresno, AAS: Los Angeles (9–12), and AAS: Sonoma, reported a pupil-teacher ratio (PTR) of 25:1 or less, which qualifies the charter school for a 100 percent determination of funding. The annual audit report for the period ending June 30, 2016, included an audit finding that reported a PTR of 27:1 for AAS: Del Mar Middle and High (6–12), and 31:1 for AAS: Thousand Oaks & Simi Valley. Consequently, these two charter schools do not qualify for a 100 percent determination of funding.

Table 2

	Charter Number
	Charter School Name
	Percent Spent on Certificated Staff Costs in FY 2015–16
	Percent Spent on Instruction and Instruction-Related Services Costs in FY 2015–16
	Pupil-Teacher Ratio in FY 2015–16
	Fund Balance for the Period Ending

June 30, 2016

	
	
	40 percent or more^
	80 percent or more^
	25:1 or less^
	

	1454
	AAS: Del Mar Middle and High (6–12)
	48.57%
	88.86%
	29:1
	$377,224

	1455
	AAS: Thousand Oaks & Simi Valley
	44.42%
	84.67%
	31:1
	$1,533,613

	1457
	AAS: Sonoma
	42.86%
	87.57%
	25:1
	$136,582

	1631
	AAS: Fresno
	43.16%
	84.69%
	25:1
	$493,034

	1651
	AAS: Los Angeles (9–12)
	45.89%
	112.31%
	25:1
	$753,361


^5 CCR Section 11963.4(a) specifies criteria to qualify for a funding determination of 100 percent, 85 percent, 70 percent, or denial. To qualify for a proposed recommendation of 100 percent funding, a nonclassroom-based charter school must meet the following criteria: at least 40 percent or more 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 or more of all revenues are to be spent on instruction and instruction-related services; and 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 or the pupil-teacher ratio of the largest unified school district in the county or counties in which the charter school operates.

Based on the information provided by the charter schools, which include revenues and expenditures for FY 2015–16, and pursuant to 5 CCR Section 11963.4(a), the CDE finds that AAS: Fresno, AAS: Los Angeles (9–12), and AAS: Sonoma meet the criteria for a proposed recommendation of a 100 percent determination of funding; and AAS: Del Mar Middle and High (6–12), and AAS: Thousand Oaks & Simi Valley meet the criteria for a proposed recommendation of an 85 percent determination of funding, which would replace the determination of funding currently in effect for FYs 2016–17 through 2017–18.
The reconsideration funding determination requests are provided in Attachments 2 through 6 of Agenda Item 03 on the ACCS June 7, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/accsnotice060717.asp.

SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION
At its July 2016 meeting, the SBE approved the CDE’s recommendation to deny the mitigating circumstances request and approve a denial of the request for a funding determination for AAS: Fresno (#1631), AAS: Los Angeles (9–12) (#1651), AAS: Del Mar Middle and High (6–12) (#1454), AAS: Thousand Oaks & Simi Valley (#1455), and AAS: Sonoma (#1457), for the period of July 1, 2016, through June 30, 2017.

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 Local Control Funding Formula model.
ATTACHMENT
Attachment 1: California Department of Education Determination of Funding

Recommendation for Nonclassroom-based Charter Schools (1 Page)

California Department of Education

Determination of Funding Recommendation for Nonclassroom-based Charter Schools
	County-

District-

School

Code
	Charter

Authorizer / County
	Charter School (Charter Number)
	First Year

of

Operation
	Percent

Spent on

Certificated

Staff

Compensation

Previously Approved Request^ / Reconsideration Request^
	Percent

Spent on

Instruction and

Instruction-Related Services

Previously Approved Request^ / Reconsideration Request^
	Pupil-Teacher Ratio^
	Current SBE Approved Funding Determination and Years*
	 Reconsideration of Funding Determination and Years Requested by Charter School
	CDE Recommendation Funding Determination and Years

	10-62331-0130880
	Orange Center / Fresno
	Academy of Arts and Sciences: Fresno (1631)
	2014–15
	25.44% / 43.16%
	52.86% / 84.69%
	25:1
	Denial for 2 Years

(2016–17 through 2017–18)
	100% for 5 Years (2015‒16 through 2019‒20)
	100% for 2 Years (2016‒17 through 2017‒18)

	19-75309-0135145
	Acton-Agua Dulce Unified / Los Angeles
	Academy of Arts and Sciences: Los Angeles (9–12) (1651)
	2014–15
	24.89% / 45.89%
	44.61% / 112.31%
	25:1
	Denial for 2 Years

(2016–17 through 2017–18)
	100% for 5 Years (2015‒16 through 2019‒20)
	100% for 2 Years (2016‒17 through 2017‒18)

	37-68213-0127084
	Mountain Empire Unified / San Diego
	Academy of Arts and Sciences: Del Mar (6–12) (1454)
	2012–13
	27.68% / 48.57%
	52.11% / 88.86%
	29:1
	Denial for 2 Years

(2016–17 through 2017–18)
	100% for 5 Years (2015‒16 through 2019‒20)
	85% for 2 Years (2016‒17 through 2017‒18)

	49-73882-0127092
	Cotati-Rohnert Park Unified / Sonoma
	Academy of Arts and Sciences: Sonoma (1457)
	2012–13
	29.19% / 42.86%
	56.01% / 87.57%
	25:1
	Denial for 2 Years

(2016–17 through 2017–18)
	100% for 5 Years (2015‒16 through 2019‒20)
	100% for 2 Years (2016‒17 through 2017‒18)

	56-72504-0127043
	Mupu Elementary / Ventura
	Academy of Arts and Sciences: Thousand Oaks & Simi Valley (1455)
	2012–13
	29.89% / 44.42%
	54.70% / 84.67%
	31:1
	Denial for 2 Years

(2016–17 through 2017–18)
	100% for 5 Years (2015‒16 through 2019‒20)
	85% for 2 Years (2016‒17 through 2017‒18)


^Spending percentages and pupil-teacher ratio correspond to the charter school’s funding determination request as originally submitted to the California Department of Education.

*Approved at the July 2016 State Board of Education meeting.
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