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	CALIFORNIA STATE BOARD OF EDUCATION
SEPTEMBER 2017 AGENDA

	SUBJECT

Celerity Himalia Charter: Consider a Material Revision to Change the Governance Structure, Increase Enrollment and Add Grade Levels to Include Grade Six Through Grade Eight, and Add Locations.
	 FORMCHECKBOX 

	Action

	
	 FORMCHECKBOX 

	Information

	
	 FORMCHECKBOX 

	Public Hearing


SUMMARY OF THE ISSUE(S)

On November 3, 2016, the State Board of Education (SBE) approved, with one condition and 11 technical amendments, the establishment of Celerity Himalia Charter (CHC) for a five-year term effective July 1, 2016, through June 30, 2021.

On June 1, 2017, CHC submitted a request for a material revision of its charter regarding changes in the governance structure to reflect the resignation of Celerity Global Development (CGD) as the sole statutory member in Celerity Education Group (CEG); to reflect the termination of CEG contracts with CGD and the orderly transition of CGD services to other vendors or in-house at CEG; to increase enrollment from 455 pupils in transitional kindergarten (TK) through grade six to 741 pupils in TK through grade eight for 2017–18; to increase enrollment each year to reach 786 pupils in TK though grade eight in 2020–21; and to increase the number of school facilities from three to four.
RECOMMENDATION
The California Department of Education (CDE) recommends that the SBE hold a public hearing regarding the CHC petition, and thereafter approve, with one condition and a technical amendment (Attachment 1 of Agenda Item 08 on the Advisory Commission on Charter Schools [ACCS] August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a1.doc), the request for a material revision of the CHC charter under the oversight of the SBE for the remainder of the charter term effective July 1, 2017, through June 30, 2021, based on the CDE’s findings pursuant to California Education Code (EC) sections 47605(b)(1), 47605(b)(2), 47605(b)(4), 47605(b)(5), 47605(b)(6), and California Code of Regulations, Title 5 (5 CCR) Section 11967.5.
Inherent in this recommendation is the condition that CEG may only continue to contract with affiliates for goods and/or services if CEG and the affiliates agree to timely respond to all CDE inquiries into the operations of CEG and any affiliates including, but not limited to, management, fiscal, personnel, procurement, facilities operations, facilities financing, and programmatic services, in accordance with EC Section 47604.3, and fully cooperate with any investigation into their operations conducted, pursuant to EC Section 47604.4. This condition will remain in effect for the term of the charter.

The CDE will conduct pre-opening site visits to the four CHC locations at least 30 days prior to the scheduled opening date. Written authorization from the CDE is required prior to the operation of any additional facility.
Advisory Commission on Charter Schools

The ACCS considered the CHC material revision petition at its August 15, 2017, meeting. The ACCS voted unanimously to recommend that the SBE approve the request for a material revision of the CHC charter, as proposed by the CDE.
BRIEF HISTORY OF KEY ISSUES
Grace Canada, Lead Petitioner and Chief Executive Officer of CEG, submitted on June 1, 2017, a letter requesting a material revision. This letter states that CEG is requesting to revise the charter to reflect the following: (1) the resignation of CGD’s sole statutory membership in CEG; (2) the termination of the CGD contracts and orderly transition of the CGD services to other vendors by way of an open Request for Proposal process, or by bringing new positions in-house at CEG; and (3) an early roll-out of grade six through grade eight in 2017–18 with a corresponding increase in CHC’s projected enrollment (Attachment 12 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a12.pdf, p.1).

In considering the CHC material revision, CDE staff reviewed the following:

· The CHC petition and appendices (Attachments 3 and 5–14 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a3.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a5.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a6.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a7.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a8.pdf,  http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a9.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a10.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a11.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a12.pdf, http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a13.pdf, and http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a14.pdf)

· Educational and demographic data of schools where pupils would otherwise be required to attend (Attachment 2 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a2.pdf)

· The CHC budget and financial information (Attachment 4 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a4.pdf)

The information in this item provides the analysis that CDE has been able to complete to date with the available information.

Material Revision of Governance Structure
The CHC petition approved by the SBE on November 3, 2016, included a governance structure where CGD serves as the Sole Statutory Member of CEG. In that capacity, CGD must approve all appointments to the CEG governing board and may remove a CEG governing board member at any time without cause. In addition, CEG contracts with CGD for various services for all of the charter schools it oversees. The CDE noted a concern that the control this affords one of CEG’s primary vendors over its governing board presents the potential for a conflict of interest that puts at risk CHC’s future operational health.
On May 25, 2017, CGD’s Board of Directors adopted a resolution resigning as the Sole Statutory member of CEG, pursuant to Corporations Code Section 5340(a), thereby relinquishing all of its rights as a member of CEG, including those pursuant to Corporations Code Section 5056 as reflected in the CEG bylaws (Attachment 7 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a7.pdf, pp. 1–2). 
On May 31, 2017, the CEG Board of Directors adopted a resolution accepting CGD’s resignation as CEG’s Sole Statutory member, amending CEG’s bylaws to remove any and all rights of CGD in CEG, and reflecting that CEG shall have no members. The CEG resolution also authorizes and directs CEG management, with the assistance of legal counsel, to prepare and bring back to the Board as necessary the transactional documents required to accomplish the reversal of the transfer of the Celerity Development Limited Liability Corporation property that was transferred from CEG to CGD on or around April 1, 2012 (Attachment 8 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a8.pdf, pp. 1–2).

Termination of Celerity Global Development Services Contracts

The CHC petition approved by the SBE on November 3, 2016, identified that CEG contracts with CGD for various management, fiscal, personnel, procurement, facilities operations, facilities financing, programmatic, and other miscellaneous services.
With the submission of the material revision, CHC provided CEG’s proposed transition plan to sever contracts with CGD as follows (Attachment 5 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a5.pdf):

Beginning May 24, 2017, CEG posts, recruits, and hires new positions, with priority given to senior level executive team positions, such as:
· Chief Financial Officer
· Director of Operations
· Chief Academic Officer
· Director of Performing Media

In summer 2017, CEG posts requests for proposals for the following services with the goal of full implementation by August 15, 2017:

· Back Office

· Payroll Services

· Human Relations/Information Systems

· Public Relations

· E-Rate Services

On August 2, 2017, CEG provided the CDE an updated transition plan to sever contracts with CGD. This updated transition plan states that on June 2, 2017, CEG sent terminations to CGD of the two contracts between CEG and CGD for limited services and an agreement for miscellaneous services. These terminations triggered the 120-day notice that the contracts will expire on September 30, 2017. CEG’s Board also did not renew its annual contracts with Attenture, a CGD affiliate that assisted with information technology (IT) (Attachment 15 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a15.pdf).

The updated transition plan also states that on July 31, 2017, the Audit and Compliance Committee reviewed the proposals that had been submitted and selected vendors to recommend to the CEG Board when they meet on August 3, 2017. CEG has been posting, recruiting, and hiring key executive team positions since late May and has hired a Chief Academic Officer, Interim Chief Operations Officer, Director of Special Education, and Director of Human Resources. In addition, CEG is in the final stages of selecting a Chief Financial Officer, Director of Pupil Services, and Director of IT. CEG has also hired site-based IT technicians and is actively investigating options for third party IT security and network support. By October 1, 2017, CEG expects to have severed all ties with CGD and CGD affiliates (Attachment 15 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a15.pdf). 
Facilities
As a result of the addition of grade levels and increase to enrollment, CHC is proposing additional sites. CHC proposes to occupy four facilities located at: (1) Paradise Baptist Church, 5100 South Broadway, Los Angeles, CA 90037, to serve grade six through grade eight; (2) Pilgrim Missionary Baptist Church, 4501 South Wadsworth Avenue, Los Angeles, CA 90011, a former Celerity Dyad Charter School (CDCS) facility, to serve grade one through grade two; (3) 4607 South Central Avenue, Los Angeles, CA 90011, to serve TK, kindergarten, and grade three; and (4) 4700 South Central Avenue, Los Angeles, CA 90011, a former CDCS facility, to serve grade four through grade five.
Budget

The CHC petition approved by the SBE on November 3, 2016, proposed projected pupil enrollment as follows (Attachment 3 of Agenda Item 03 on the ACCS October 4, 2016, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-oct16item03a3.pdf):
· 455 TK through grade six in 2017–18

· 530 TK through grade seven in 2018–19

· 555 TK through grade eight in 2019–20

· 565 TK through grade eight in 2020–21

As part of the material revision, the CHC petition proposes projected pupil enrollment as follows (Attachment 3 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a3.pdf):

· 741 TK through grade eight in 2017–18

· 760 TK through grade eight in 2018–19

· 772 TK through grade eight in 2019–20

· 786 TK through grade eight in 2020–21

The CDE reviewed the CHC multi-year budget included with the material revision and finds that the revenues and expenses for the proposed increased pupil enrollment, and expenses for additional facilities, appear reasonably sufficient. The budget also includes expenses that represent some of the changes to services outlined in CEG’s transition plan to sever contracts with CGD, as well as expenses to CGD to cover services being provided by CGD, until the service contracts are terminated on October 1, 2017, as proposed by CEG. As new contracts are secured, the CDE will perform a review of each new contract and the cost impact to the CHC financial plan.

The CDE finds that overall, the CHC financial plan is fiscally viable with positive ending fund balances and reserves for fiscal years 2017–18 through 2020–21 (Attachment 4 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a4.pdf).

Educational Program

CHC provides a site-based matriculation setting with a commitment to increasing the achievement of at-risk pupils from communities in need within the Los Angeles Unified School District boundaries. The petition states that the vision that CHC will be a community of diverse individuals where pupils will develop their intellectual, artistic, and physical talents to the highest degree is centered on five critical focus areas:

· Academic Excellence
· Mutual Respect
· Highly Qualified Teachers and Paraprofessionals
· Parental Investment and Community Involvement
· Respect and Diversity
The CHC petition adequately addresses how CHC will serve low-achieving pupils, high-achieving pupils, English learners, and pupils with disabilities.

Western Association of School and Colleges

On June 27, 2017, the Accrediting Commission for Schools (ACS) Western Association of Schools and Colleges (WASC) issued a Notification of Withholding of Accreditation Status for All Celerity Education Group Schools for Violations Concerning Integrity of Members of Schools and Disclosure of Information. This notice informed CEG that they may appeal the decision of the ACS in accordance with ACS WASC Policy A4.

Summary
Pursuant to EC sections 47605(b)(1), 47605(b)(2), 47605(b)(4), 47605(b)(5), 47605(b)(6), and 5 CCR Section 11967.5.1, a charter petition must provide a reasonably comprehensive description of multiple required elements. The CDE finds that the CHC petition is consistent with sound educational practice and is likely to be of educational benefit to the pupils who attend.

A detailed analysis of the review of the entire petition is provided in Attachment 1 of Agenda Item 08 on the ACCS August 15, 2017, Meeting Notice on the SBE ACCS Web page located at http://www.cde.ca.gov/be/cc/cs/documents/accs-aug17item05a1.doc.

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 18 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.

ATTACHMENT(S)
Attachment 1:     
California State Board of Education Standard Conditions on Opening and Operation (3 Pages)

STATE BOARD OF EDUCATION

STANDARD CONDITIONS ON OPENING AND OPERATION

· Department of Justice and Subsequent Arrest Notification. Each State Board of Education (SBE)-authorized charter school shall comply with and remain compliant with the requirements of California Education Code (EC) Section 44830.1, pertaining to criminal history record summaries, fingerprints, and subsequent arrest notifications (SANs), and that the School must comply with this Code section in requesting a subsequent arrest service notification from the Department of Justice (DOJ). The California Department of Education (CDE), will request written assurance on school letterhead that the School is in compliance with EC Section 44830.1. This assurance must provide evidence that (1) the School, as a local educational agency and the employer of record, has a DOJ/SANs account; (2) that all school employees have the appropriate DOJ clearance; (3) that the custodian of records will receive the SANs; (4) that the School has a procedure for monitoring the SANs of the designated custodian of records; and (5) employee records are kept secure at the School and available upon request for review. This assurance must be signed by the school administrator and the custodian of record and submitted to the CDE by September 30, 2017.
· Insurance Coverage. At least 30 days prior to opening, (or such earlier time as the School may employ individuals or acquire or lease property or facilities for which insurance would be customary), submit documentation of adequate insurance coverage, including liability insurance, which shall be based on the type and amount of insurance coverage maintained in similar settings. Additionally, the School will provide a document stating that the District will hold harmless, defend, and indemnify the SBE and the CDE, their officers, and employees, from every liability, claim, or demand that may be made by reason of: (1) any injury to volunteer; and (2) any injury to person or property sustained by any person, firm, or corporation caused by any act, neglect, default, or omission of the School, its officers, employees, or agents. In cases of such liabilities, claims, or demands, the School at its own expense and risk will defend all legal proceedings that may be brought against it and/or the SBE or the CDE, their officers, and employees, and satisfy any resulting judgments up to the required amounts that may be rendered against any of the parties.


· Memorandum of Understanding. At least 30 days prior to opening, either: (a) accept a Memorandum of Understanding (MOU) with the SBE, administered through the CDE, to be the direct oversight entity for the School, specifying the scope of oversight and reporting activities, including, but not limited to, adequacy and safety of facilities; or (b) enter into an appropriate MOU between the School, the SBE (as represented by the Executive Director of the SBE), and an oversight entity, pursuant to EC Section 47605(k)(1), regarding the scope of oversight and reporting activities, including, but not limited to, adequacy and safety of facilities.


· Special Education Local Plan Area Membership. At least 30 days prior to opening, submit written verification to the CDE of having applied to a Special Education Local Plan Area (SELPA) for membership as a local educational agency and submit either written verification that the School is (or will be at the time pupils are being served) participating in the SELPA; or an agreement between a SELPA, a school district that is a member of the SELPA, and the School that describes the roles and responsibilities of each party and that explicitly states that the SELPA and the district consider the School’s pupils to be pupils of the school district in which the School is physically located for purposes of special education programs and services (which is the equivalent of participation in the SELPA). Satisfaction of this condition should be determined by the CDE based on the review by CDE staff of the following: (1) the School’s written plan for membership in the SELPA, including any proposed contracts with service providers; or (2) the agreement between a SELPA, a school district, and the School, including any proposed contracts with service providers.


· Educational Program. At least 30 days prior to opening, the School shall submit to the CDE a description of the curriculum development process the School will use and the scope and sequence for the grades envisioned by the School; and submit the complete educational program for pupils to be served in the first year including, but not limited to, a description of the curriculum and identification of the basic instructional materials to be used; plans for professional development of instructional personnel to deliver the curriculum and use the instructional materials; and identification of specific assessments that will be used in addition to the assessment identified in EC Section 60640 in evaluating student progress. Satisfaction of this condition will be determined by the CDE based on the advice of CDE staff. 


· Pupil Attendance Accounting. At least 30 days prior to opening, submit for approval the specific means to be used for pupil attendance accounting and reporting that will be satisfactory to support state average daily attendance claims and satisfy any audits related to attendance that may be conducted. Satisfaction of this condition will be determined by the CDE on the advice of CDE staff in consultation with the Director of the School Fiscal Services Division.


· Facilities Agreements. At least 30 days prior to opening, present written agreements (e.g., a lease or similar document) to the CDE indicating the School’s right to use the principal school sites and any ancillary facilities identified by the petitioners for at least the first year of each School’s operation and evidence that the facilities will be adequate for the School’s needs. Satisfaction of this condition will be determined by the CDE on the advice of CDE staff in consultation with the Director of the School Facilities and Transportation Services Division. 


· Zoning and Occupancy. At least 30 days prior to the School’s opening, present evidence to the CDE that each School’s facility is located in an area properly zoned for operation of a school and has been cleared for student occupancy by all appropriate local authorities. For good cause, the CDE may reduce this requirement to fewer than 30 days, but may not reduce the requirement to fewer than 10 days. Satisfaction of this condition will be determined by the CDE on the advice of CDE staff in consultation with the Director of the School Facilities and Transportation Services Division. 


· Technical Amendments. All technical amendments must be made to the School’s petition by the deadline approved by the SBE and noted in the approval letter. No other amendments to the School’s petition may be made unless approved by the SBE.
· Final Charter. At least 30 days prior to opening, present a final charter that includes all technical amendments approved by the SBE and that reflect the SBE as the chartering authority and otherwise address all concerns identified by the CDE and/or the SBE, and that includes a specification that the School will not operate satellite schools, campuses, sites, resource centers, or meeting spaces not identified in the School’s charter without the prior written approval of the SBE based primarily on the advice of the CDE.

· Processing of Employment Contributions. At least 30 days prior to the employment of any individuals by the School, present evidence to the CDE that the School has made appropriate arrangements for the processing of the employees’ retirement contributions to the California Public Employees’ Retirement System, California State Teachers’ Retirement System, or Social Security.

· Operational Date. If any deadline specified in these conditions is not met, approval of the charter is terminated, unless the SBE deletes or extends the deadline not met. If the School is not in operation by September 30, 2017, approval of the charter is terminated.
Prepared by the California Department of Education, August 2017
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