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SB 740 Charter Schools Facility Grant Program

Background

When the SB 740 Facilities Grant Program was originally enacted the stated intent of the Legislature was to appropriate $10 million per year for the 2001-02, 2002-03, and 2003-04 fiscal years (See California Education Code (EC) Section 47614.5). It was realized during the first year of implementation that because it is a reimbursement program, the funds for each program year would not be needed until the fiscal year after the charter schools incurred the actual costs. Therefore, funds were subsequently appropriated in 2002-03, 2003-04, 2004-05, 2005-06 and 2006-07 for program years reimbursements of eligible expenses made in 2001-02, 2002-03, 2003-04, 2004-05 and 2005-06.  

Eligibility Criteria 

This program provides assistance with facilities rent and lease expenditures for charter schools located in low-income areas. A charter school site must be geographically located within the attendance area of a public elementary school in which at least 70 percent of the pupil enrollment is eligible for free or reduced-price meals, or the school itself is serving a pupil population that meets or exceeds 70 percent eligibility for free and reduced-price meals. Eligibility must be established annually.

Funds made available pursuant to this program shall be used for costs associated with facilities rents and leases, consistent with the definitions used in the California School Accounting Manual. These funds may also be used for costs that include, but are not limited to, costs associated with remodeling buildings, deferred maintenance, initially installing or extending service systems and other built-in equipment, and improving sites.

Eligibility for the Charter Schools Facility Grant Program specifically excludes units of average daily attendance (ADA) generated through nonclassroom-based instruction, charter schools occupying existing school district or county office of education facilities, and charter schools receiving reasonably equivalent facilities from their charter-authorizing entity pursuant to EC Section 47614 (Prop 39). 

Funding Formula

Subject to the annual Budget Act, eligible schools receive an amount of up to, but no more than, $750 per unit of ADA, as certified at the second principal apportionment, to reimburse an amount of up to, but no more than, 75 percent of the annual facilities rent and lease costs for the charter school offset by funding, if any, received through the California Charter School Facilities Incentive Grant Program administered by the California School Finance Authority. In any fiscal year, if the funds appropriated by the annual Budget Act are insufficient to fund the approved amounts fully, the Superintendent of Public Instruction is authorized to apportion the available funds on a pro rata basis.

Summary Data

Over the five years of program operation the number of eligible sites increased by an average of 24 sites per year. Total ADA at eligible schools increased by 47 percent from year one to year two, 77 percent from year two to year three, 4 percent from year three to year four and by 9 percent from year four to year five. Eligible funding requests increased by 52 percent from year one to year two, 70 percent from year two to year three, 14 percent from year three to year four, and by 2 percent from year four to year five.
For the first year, eligible funding requests totaled only $5,259,645 and $4,740,355 of the appropriated $10 million reverted in June 2004. In year two, eligible funding requests totaled $8,017,092. For that year, $7,700,000 had been appropriated in the 2003-04 budget, and awards were prorated at 96 percent. In the third year, eligible funding requests totaled $13,629,683. For the third year, $7,700,000 was appropriated in the 2004-05 budget, and awards were prorated at 56 percent. In the fourth year, eligible funding requests totaled $15,670,523. For the fourth year, $9,000,000 had been appropriated in the 2005-06 budget, and awards were prorated at 57 percent. For the fifth year, $9,000,000 was appropriated in the 2006-07 budget, and awards were prorated at 57 percent. In the fifth year, eligible funding requests totaled $15,915,783. Actual funding for the five years totaled $38,659,645. This amount was $19,833,081 less than the five-year total eligible funding, and $8,659,645 less than the $30 million that the originating legislation included as the total amount intended to be funded for that period.  

Additional data for the five years of past operation is summarized in Table 1:  Summary Data for SB 740 Charter School Facility Grant Program.

Projection

Based upon increases in the number of authorized charter schools, school enrollments and annual lease rates, it is reasonable to assume that, under the current formula and criteria, both the number of eligible sites and total eligible funding requests would be higher in 2006-07 than in program year 2005-06.  

Because the funding formula provides that the lesser of $750 per unit of ADA or 75 percent of the eligible facility costs is to be used to calculate the amount of reimbursement, ADA alone would not be an accurate means by which to project future program costs. Projections based on the “total eligible funding” would include both the per unit ADA and the 75 percent of facility cost variables and although there could be some year-to-year variance, we believe this to be more accurate for projecting future program costs. Therefore, we have based our projection on the average annual increase in sites and the average eligible funding per site using the 2006-07 total eligible funding as a base.  
Since the beginning of the program, the number of sites
 (see Table 1) funded has increased an average of 24 sites per year. Over the past two completed years (2004-05 and 2005-06), however, the average annual increase in sites was only seven. For program year 2005-06 there were 169 eligible sites and eligible costs totaling $15,915,783 for a calculated average of eligible funding amount of $94,176. Using these variables, the projected base cost for program year 2006-07 is $16,574,976 (176 sites x $94,176). Increasing the average eligible funding by 5 percent to allow for lease rate increases results in a total of $17,403,760 (176 x $98,885). Therefore, the range of funding projected to be needed in the 2007-08 state budget to reimburse for the 2006-07 program year is $16,574,976 to $17,403,760. See Table 2: Projected Program Costs for the 2007-08 Budget Year.
Table 1:  Summary Data for SB 740 Charter School Facility Grant Program

	Program Year
	Budget 

Year
	No. Of Applicants1
	Eligible Schools/ Sites1
	Total ADA at Eligible Schools
	Eligible Funding Requests
	Average Funding Eligibility per ADA
	Actual Funds


	Pro Rated @ 
	Range of Awards
	Average

Award
	Median Award

	2001-02
	2002-03
	95


	52/72
	10,930
	$5,259,645
	$481
	$5,259,6452
(2002-03 budget year)
	n/a
	$5,314 - $369,184
	$101,147
	Unavail.

	2002-03


	2003-04


	125
	85/110

(+38 sites)
	16,025

(+47%)
	$8,017,092

(+52%)
	$500
	$7,700,000

(2003-04 budget year)
	96%
	$2,212 - $534,116
	$90,558
	$64,622

	2003-04


	2004-05


	230
	114/152

(+42 sites)
	28,303

(+77%)
	$13,629,683

(+70%)
	$482
	$7,700,000

(2004-05 budget year)
	56%
	$2,542- $552,244
	$50,658
	$33,980

	2004-05
	2005-06
	177
	38/163

(+11 sites)
	29,405

(+4%)
	$15,670,523
(+14%)
	$533
	$9,000,000

(2005-06 budget year)
	57%
	$890- $342,778
	$53,254
	$40,540

	2005-06
	2006-07
	181
	58/169

(+3 sites)
	32,072

(+9%)
	$15,915,783
(+2%)
	$496
	$9,000,000

(2006-07 budget year)
	57%
	$5,089- $283,512
	$54,878
	$42,152

	Summary
	
	808
	347/668

(+24 sites avg. /yr.)
	116,735

(+31 % /yr. avg.)
	$58,492,726
	$501 

average
	 $38,659,645
	
	
	
	


Table 2:  Projected Program Costs for the 2007-08 Budget Year

	2005-06 Eligible Funding Total
	2005-06 Number of Sites
	Average

Eligible Funding Per Site

	Two-Year
 Average Increase in Sites
	Total Number of Projected Sites 2006-07
	Projected Funding Needed Without Lease Rate  Adjustment
	Average Eligible Funding Per Site Including 5% Lease Rate Adjustment


	Projected Funding Needed Including 5% Lease Rate Adjustment

	$15,915,783

	169


	$94,176
	7
	176
	$16,574,976
	$98,885
	$17,403,760


� The terms “Applicants” and “Sites” should not be construed to mean individual charter schools as numbered by the State Board of Education. Individually numbered charter schools may have multiple sites. In order to determine eligibility under the criteria that a site must be geographically located within the attendance area of a public elementary school in which at least 70 percent of the pupil enrollment is eligible for free or reduced-price meals, a separate application must be submitted for each site.


1 The terms “Applicants” and “Sites” should not be construed to mean individual charter schools as numbered by the State Board of Education. Individually numbered charter schools may have multiple sites.  In order to determine eligibility under the criteria that a site must be geographically located within the attendance area of a public elementary school in which at least 70 percent of the pupil enrollment is eligible for free or reduced-price meals, a separate application must be submitted for each site.





2 $4,740,355 in unexpended 2002-03 funds reverted in June 2004.





� The terms “Applicants” and “Sites” should not be construed to mean individual charter schools as numbered by the State Board of Education. Individually numbered charter schools may have multiple sites. In order to determine eligibility under the criteria that a site must be geographically located within the attendance area of a public elementary school in which at least 70 percent of the pupil enrollment is eligible for free or reduced-price meals, a separate application must be submitted for each site.





� 2004-05 and 2005-06 only. 
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