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Purpose of the
Charter School
Study

Scope of Study

EXECUTIVE SUMMARY

The rapid increase in the number of charter schools opening in
the state )ad the associad state asts prompted the Utah
Legslature to impose aap on newschools pendinthe
completion of a learte school studyS.B. 5, Amendments to the
Minimum School Progam Budget," enated in the 2006 Genal
Session, directs the fiife of Legslative Reseah and @neal
Counsel and the Office of the Legislative Fiscal Analyst to jointly
conduct the studynder thediredion of the Executive
Approprigions Comnmittee.

The Executive Apmpriations Comnitee devioped a steof
guestions to be addiged, andasponsibilityfor reseachingthe
guestions was divided amostaff ofthe Offce of Legslative
Researh and @nenl Counsel, Offie of theLegslative Fisch
Analyst, and the Oite ofthe Legslative Auditor Geneal, who
was e@gaged in a barte school audit that addssed some dhe
same issues as thbhater school studyin addition to the work of
the legslative staff ofices, questions pertainirtg technich
assistancand ovesight wee aldressd bythe Utah State @te of
Education, and the Utah Education Policy Center surveyed parents
of chater sdool students and ctar school ad school district
officias. The scope of the entire charter school study is outlined in
a document following this Executive Summary.

This report include the resarch findings of the Ofice of
Legslative Reseah and @nenl Counsel, Offie of the
Legslative FiscdAnalyst, and Utah State @de of Educdion. The
Utah Eduation PolicyCenters surveyesults areepoted in a
sepaate doament. The quaions addressed ltlge Ofice ofthe
Legslative Auditor Geneal will be includel in the chaer school
audit repor expected to be published in 2ecber2006.

The qustions addressed in this repdarief summaris of the

findings, and whee moredetailed infomation maybe obtainedra
noted below.
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Research Questions and Findings

1.

How are charter schools funded in other states?

An examination of ch&er school ihancingsystems in 16

states reveds:

¥

2.
ad

Charterschools do not haveeess to the same levef funding
as other public schools on an ongoing basis.

Charterschools gnegrlly have acess to the same stateca
fedaal school @inds to which school districts havecess, but
theyhave muhb less acess to local neenue sowes.

Severastates requirechool districts to share with ater
schools local opational rerenues gneated bydiscretionay
tax levies, but no surveyed states require school districts to
sharelocal capital fadliti es revenues.

To replace local revenues not available to charter schools,
seveal states providsupplementargtate monies forither
capital facilities or operational purposes.

How are the capital facilities needs of charter schools

dressed?

To determine how other states address charter school facility
needs, the Office of Legidlative Research and General Counsel:

(1) reviewed previous studies on charter school facility
financing;

(2) examined the facility assistance programs of twelve states;
and

(3) oonducted aurveyof chater sool fadliti es in eigpt
states.

The main research findings are as follows:

¥

Most charte schools lese failities from either pivate entities
or school districts. Leases are usualy a market rates.

Some chder schools puttase &cilities, using aombination
of fundingand financingsource. Banks or privatanvestors



Pages 3-1to 3-16

Pages 3-1to 3-16

Pages 4-1to 4-6

mayageeto loan funds. Chartexchools canaess tax
exempt bonding in some statas.addition, some states
provide cedit enhacemat mechanisms to redeidorowing
costs, such as loan guarantees.

¥ Some states annualbyovide funds on ger pupil basis for
lease, construction, or debt service costs. Less common forms
of state ad are competitive grants and loans.

3. How does the use of a local tax replacement formula compare
to a local revaue sharing mdwanism?

In Utah, the diftrence béween usin@ locd tax replacement
formula ora locd revenue shang mechanism as aayto provide
revenue acess to chder stools require answang thequestion
of @Vho pays?0 Under the local tax replacement formula, the state
provides a pestudent reenue supplaent to chaer schools.
Howeve, a loal revenue shang mechaism requires the lat
district to transfen portion of loclly geneated popertytax
revenue to a charter school when aresident sudent enrolls.

4. What are the potential benefits and problems with having
school districts participate in the funding of charter schools
attended by residents of the district?

___Requiringschool districts to participate in the ditéundingof
chater schools téended byesident students @ents sevai
problems. Experienda Utah showed thidour problens emergd
as a esult of local evenuesharing (1) chater sdools were
dependat on school districts for a piaon of their opeating
budget; (2) pe student reenue ingquities emergd amonghe
charter schools; (3) school districts lacked oversight of locally
generted evenus; and (4) popertytax revenues suppode
purposes not dirdly approvel bythe taxpagr. May of the
beneits associated with school district peipation in local
revenue shang depend on papectives. &t the state, lad
revenue sharing disperses some of the cost to the school districts.

5. How does startup fundingif a charter school copare to that
of a school district school?

A surveyof seve chater schools found thaveage cost of
startinga chater sdool is about $2,266 per student usiingt year



Pages 5-1 to 5-9

enrollment numbers for each school. Using the enrollment capacity
for each sbool the avaage cost pestudent for std up costs for a
chater school is $1,153.

A amilar survey of eight recently constructed traditional public
schools revaled a avenge start up st per student of $1,440
using first year enrollment numbers. Using the enrollment capacity
for each sbool the avaage cost pestudent for std up costs for a
public school is $98@espite haing facility requirenents that
many charter schools do not have, such as furnishing gyms,
cafeteras, and thdars, traitional public schools have a lowe
average dtart up cost per student.

6. How many barter school students transfer back to school
district schools and tat is the impact on a school districhen
the transfer occurs during a schooky@ Havetransfers during a
school year increased due to charter schools?

The transferof students betven district schools andharte
schools, or even from school to schooal, is difficult to track. Most
often onlythe sendingnd reeivingschools know that a student
transfe has taka place As a rsult, no comprehensiv@atewide
data eists that quantifies the number of staotiansfes ocairring
in a gven year

In an efort to answethe qustions above, the @e of the
Legslative FischAAnalyst conductedrainformal poll of fifteen
district schools regydingtransfes in the 2005-06 schookgr The
findings of the informal poll revealed that:

¥ Threeschools repaed fev transers to cheer sdiools and five
schools reported transfers of more than 20 students.

¥ Seven schools perted that some studentsumed to the
district school. Returningtudent numbers mge from four or
fewer to morethan 75

¥ Some schools repodéhat theravas no noticable impaton
the schools due to students tramsiig to orfrom chater
schools. However, the majority reported some impacts -
particularly in faculty dlocations to schools and class szes.
Counselor time was impactén secondy schools.

Vi
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7. What is the potentialidbility of the state in regards to charter
school facilities and leases?

Charterschools ara rdatively new onstruct with developing
law. Thestatus of the tationship betweenharte schools and
their chartering entities directly affects respective liabilities:

¥ Some gtates dlow charter schools to be established as highly
independat lecal and fscal entities.

¥ Some states allow char stools to be constituted as an
extension, subdivision, or am of their chartering entity.

¥ Many state chder stiool enablingstatutes haveotused more
on cratingoperdional independerefor chater schools than
theyhave on larifying thelegal status of the paes to the
chater.

The brod lecal question that coeens the sta and skool
districts is to what eent arechatering entities responsible fa&
chater schoos fadliti es and opations?Liability is a broad Igal
term that includes dl the debts, legal obligations, claims,
responsibilities, statutoniolations, and duties relatirig the
facilities and operations of a charter school.

Thereareseveal legal theorie or tools that magroted the
state or aother darteing entity from vicaious liability for the
facilities or operations of a charter school:
¥ desigqatingthe school as ocal eduation agncy(LEA).
¥ requiringorganization as a nonptibtorpordion.

¥ providing powes to a cheer sdhool that demonstrate its keg
independace.

¥ providing statutory clauses to shield or limit liability.

¥ prohibiting the barte school fom exendingthe fath and
credit of the chartering entity to any third party.

¥ requiringchater schools to obtain insurasc

vii
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Pages 6-15 to 6-17

Pages 7-1to 7-8

Pages 8-1 to 8-4

¥ preserving governmental immunity for charter schools.
¥ using memoranda of understanding.
¥ requireindemnification.

Becauseof the anbiguities surroundinghe liability of
chartering entities, there are several areas where Utah's public
policy and statutoryaw should belarified in legslation.

8. Do charter schools meet building, health, and safety codes?

Part of the balleng of aeaing stool fadliti es forchater
schools is to geerdly confom to land use and zoning
requirements, building codes, and health and saf ety requirements,
whether they construct new buildings or make renovations to
existing structures.

9. What provisions should be made for the assets and lisilof
a charter school when aharter school is terminated?

Utahs chater school statutes do not cemtly specifythe
procealures or closingthe school, whiber the tosure of the
chater school is voluntargr be@use ofa chater revocdion.
Clear temination procedwas should be edibshed befoe a harte
school, its chartering entity, and the school's creditors are actively
involved in acase or controversy.

10.What accounts for the cost differesdaetween $wol district
and charter school buildings?

A comparison of two recently constructed dementary schools
in close proximiy to eat other, onef which is a barte school
and the othea tralitional public school, revésathat the chaer
school had loweoveamll faality costs mainhdue to smaller squa
footage and areage perstudent and a aéingand coolingsystem
with lower initial cost.

11.What technical assistance to and oversight of charter schoolsis
required to assure their viability and success? What monitoring
and intervention actions should a charter school authorizer take to
assure the financial viability of a charter school?
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The administrative help available to traditiona schools through
school districts is noypically availableto chater schools. Chéer
schools reeive some business@technoloy service throudn the
Utah State Oifce of Educdion (USOE), but more seces are
needed. To provide sufficient support for charter schools and to
help ensurehater schoolsfinanaal viability, the State Bard of
Education requests the following:

¥ threeadditional FTEsdr the USOE lbarte school staff
including an auditor, an accountant, and a computer specialist;

¥ the establishment of acharter school service center smilar to
the regjional servicecentes that serveurd school districts; and

¥ funds to aid chaer sdools when aatingschools, including
funds for:
- lega advice for lease, construction and other contracts;
- acounting ad setup costs; and
- community outreach programs.



ScoPE OF THE CHARTER SCHOOL StuDY

Questions

Resarch Method/Entity

Purpose and Nature of Charter Schools

1)

2)

3)

4)

5)

6)

7)

What are the purposes of charter schools?

a) Is current state law specifying the purposes of charter schools too
broad or too restrictive, if so, why and how should it be modified?

b) Are charter school authorizers too lenient or too restrictive in
awarding charters, if so, why and how should their policies or
practices be modified?

C) What are the most important reasons for creating charter schools
and what reasons are of lesser importance?

What criteria should a charter school authorizer use to approve or
disapprove an application to establish a charter school?

Should the number of charter schools starting up each year be limited, if
so, why and what should be the maximum number of new charter schools
annually?

Why do parents enroll their children in charter schools, and for what
reasons do parents withdraw their children from charter schools?

What role should parents have in the governance of charter schools their
children attend?

a) Should charter schools be required to include parents on their
governing bodies, if so, how many, or what percentage, of the
positions should be filled by parents?

b) What should be the governance structure of a charter school with
multiple campuses, i.e., should each campus have a separate
governing body?

What role should the charter school authorizer have in the governance of a
charter school?

Why are nearly all charter schools in Utah authorized by the State Charter
School Board rather than a local school board?

Surveys of school district
and charter school
administrators and board
members and parents of
charter school students, as
applicable, conducted by
the Utah Education Policy
Center

xi




Questions

Resarch Method/Entity

a) What changes in state laws or rules may result in local school
boards authorizing a greater number of charter schools?

8) From what state laws or rules regulating public schools should charter
schools be exempt, and why should charter schools receive those
exemptions?
9) For what purposes have existing charter schools been created? Audit, Office of the

Legislative Auditor
General

Charter School Finances and Funding

10)  What is the financial condition of Utah charter schools? Audit, Office of the
Legislative Auditor
a) What is the amount of revenue received and sources of revenue for | General
both new and established charter schools?
b) How do revenues of charter schools compare to school district
revenues?
C) How do charter school administrative, operation and maintenance,
and capital expenditures compare to similar expenditures of school
districts?
d) How do salary schedules for teachers, directors, and other
personnel in charter schools compare to salaries of similar
employees in school districts?
11)  How are charter schools funded in other states? Office of Legislative
Research and General
a) How are the capital facilities needs of charter schools addressed? Counsel
12)  How does the use of a local tax replacement formula compare to a local Office of the Legislative
revenue sharing mechanism? Fiscal Analyst
a) What are the potential benefits and problems with having school
districts participate in the funding of charter schools attended by
residents of the district?
13)  How many charter school students transfer back to school district Office of the Legislative

schools and what is the impact on a school district when the transfer occurs
during a school year?

Fiscal Analyst

Xii




Questions

Resarch Method/Entity

a) Have transfers during a school year increased due to charter
schools?

14)  How does startup funding for a charter school compare to that of a
school district school?

Office of the Legislative
Fiscal Analyst

Charter School Assets and Labilities

15)  What is the potential liability of the state in regards to charter school
facilities and leases?

a) Do charter schools meet building, health, and safety codes?

16)  What provisions should be made for the assets and liabilities of a charter
school when a charter school is terminated?

17)  What accounts for the cost differences between school district and
charter school buildings?

Office of Legislative
Research and General
Counsel

Charter School Conpliance with Utah law

18)  Are charters schools in compliance with the open and public meeting
laws?

19)  Are charter schools in compliance with the procurement code, or in
compliance with their own adopted procurement policies?

20)  Are charter schools teaching the core curriculum?

21) Do teachers in charter schools have proper certification to provide
instruction?

Audit, Office of the
Legislative Auditor
General

Charter School Application Process

22)  What are the best practices of charter schools to develop a strategic plan in
the initial development phase?

23)  Does the application, business plan, and financial plan provide sufficient
and useful information needed to determine whether a charter school will
likely be successful?

24)  How does Utah’s application process compare with the charter school
application processes of other states?

Audit, Office of the
Legislative Auditor
General

xiii




Questions

Resarch Method/Entity

25) What standards or criteria should be used to determine the financial
viability of a charter school startup?

Technical Assistance and Oversight

26)  What technical assistance to and oversight of charter schools is required to
assure their viability and success?

27)  What monitoring and intervention actions should a charter school
authorizer take to assure the financial viability of a charter school?

Utah State Office of
Education

28)  What training do charter school governing board members and
administrators need to open and operate a charter school?

Survey of school district
and charter school
administrators and board
members conducted by
the Utah Education Policy
Center
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CHAPTER ONE
CHARTER SCHOOL FUNDING IN UTAH AND OTHER STATES

Summary The ragid increae in the number afhater schools in Utahral
the associad state @sts have promptedsaudyof how other
states fundltarte schools. This studgxamines the chi@r school
finandng systems of 16 states, which &gerhave moe than 80%
of the darte schools in the nation. The joastudyfindings areas
follows:

¥ Charterschools do not haveeess to the same levef funding
as other public schools on an ongoing basis.

¥ Charterschools gnegrlly have acess to the same stateca
fedaal school inds to which school district havecass, but
theyhave muhb less acess to local neenue sowes.

¥ Severastates requirechool districts to share with ater
schools local opational rerenues gneated bydiscretionay
tax levies, but no surveyed states require school districts to
sharelocal capital fadliti es revenues.

¥ Toreplace local revenues not available to charter schools,
seveal states providsupplementargtate monies forither
capital facilities or operational purposes.

How Charter Charterschools in Utah and thesupporters hae bea asking
Schools are kinded the Legislature for parity in funding, which means that students in
in Utah chater schools would ezive or haveacess to, fundingt the

same levkas students in other public schools. Unciement law,
charter schools in Utah have access to sate revenues smilar to

school districts, except charter schools are not entitled to
transportéion funds and do not qualiffor monies that supplement
local discréionarytax levies to garantee aminimumamount of
moneyis ganerdaed? Another diference in statédundingbetwea
chater schools iad school districts is fundingf administrative
costs. Charteschools regive substantialljess moneyor
administrative costs than smilarly sized school districts.

Also contributing to diférences in fundindetwe® chater
schools and other public schools is charter schools' inability to
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access local tax revenues. Charter schools are not authorized to
impose tars, and dwool districts are not oblaged to sharlocd
revenues with chder stiools. To make up fahe lack oflocal tax
revenues, chder stools receve state monies undarstatutory
formulato replace some, but not dl, local revenue that is available
to school district$.Forfiscal year2006-07, the fanula yields
$1,142 per pupil.In addition to the monies provided undee
formula, the Legislature appropriated $7,100,000 in one-time
monies for fiscal year 2006-07 to be distributed to charter schools
based uponwerage dailymembershil.The alditional
appropiation, alongwith the $1,142 per pupil allotment, will give
chater schools, deast for the2006-07 schoolsar, revenues
approximatelyequal to aveage perpupil local tax revenues.

Federd funds have heed close théundinggap betwen
chater schools iad other public schools, but the mongyot
availableto chater schools onraonging bais. The state oeives
a gant from the fedeal governmaet for chater stools' staiup
costs. The @ants ae avardel on a compiitive basis and are
available for the first three years of a charter school's operations.
With the larg numbeiof schools openinthe past fe yeass, the
amount of felerd startup funds peschool has beeredued. To
supplement the tkerd startup funds, thedgslature appopriated
$2,800,000 in state monies on a dinee basis in fiscalgar2005-
06" and $4,100,000 in fistgear2006-07¢ Of the statestartup
monies appropated in fischyear2006-07, $2,100,000 is taigpd
for three high-tech charter high schools.’

Utah is also the m#pient of a$8,904,245 five-gargrant fom
the faderd govenment forchater schools failities aid. The
money is distributed on a per pupil basisto dl charter schools. In
the 2005-06 school year the aid amounted to $196 per student.™

Due to the significant and rapid increase in sate costs to help
payfor charte school startupasts and to replacocd revenues
not available toltarte schools, the égslature rguested atudy
of chater sdool fundingin other states.



A Recent Study
Shows Charter
Schools Are
Underfunded
Relative to Other
Schools

A review of theliteratureon chater school ihancingrevealed
that the most rec# and comprigensive studgompamng charte
school and school district finaingwas published in Augst 2005
by the Thomas BFodham hstitute. Thestudy "Chater School
Funding Inequitys Next Frontier,'examined the sourseand
amounts of fundindor charte schools and $wol districts in 16
states and theiBtrict of Columbia. The primarfindings of the
Fordham studywvere:

¥ overdl, charte schools & siguificantly undertinded réative
to district schools;

¥ discrepancies are larger in most big urban school districts;

¥ the primary driver of the district-charter gaps is charter schools
lack ofacess to local andapital funding and

¥ data to makeomparsons betweenharte and district funding
areoften not radily available™

According to the Fordham study, only two states, Minnesota
and Nev Mexico, approdeed paity in per pupil reveues betwen
chater schools iad school districts. The other 14tstmand the
District of Columbia had disparitiesmging from 5.5% to 39.5%
less than school district funding levels.™

The Fordham studyindings werebased on da from the 2002-
03 school gar Forthe purpose ahis study the curent state has
and policies onltarte schools foread of the 16 states in the
Fordham studyvere examined. As shown in Tallethe 16 states
investigaed havemore than 80%f the dharte schools andlarte
school students in the United States.



Sour ces of Funding
for Charter Schools

Charter schools have
access to base leve
funding throughgint
state and local school
financing programs

Table 13

Humber of Charter Schools and Students
200508 School Year

Fercent of

Fercent of WMumberof Charter

Mumber of Charter C harter School
Charter  Schook in School Students

Schook .5, Students in U.5.
u.5. 3613 100.00% 1,040,536 100 00%
Arizona 56 12.80% 53,092 7.50%
Califarnia a74 15.89% 212,000  20.37%
Colorado 120 3.2 % 4, g2 42T %
Flarida fecic) Q.72 % 92,158 SE5%
Gaorgia L= 1.23% 20,201 1.949%
llinais g2 1.16% 16,000 1.53%
Michigan 226 525 % o1 567 2.80%
Minnesota 1249 3.43% 20,5600 .88 %
his s auri 23 0.563% 141,000 1.06%
MNews hlexico 52 1.3 % 8.4500 0.52 %
M ok 79 Z2.19% 2232 2.14%
Morth Caralina a7 2EE% 23,000 2. %
Ohia 27 8.252% 2,000 G52 %
South Carolina 27 0.75% 5227 0.50%
Taxas za7 555 % 29,171 2E7%
Wis cons in 183 5.07 % 25,000 2.490%
16 States Total 2,928 21.04% 241,172 20.24%

Source: The M ational Alliance for Public Charter Schools

The major sowes offundingfor sdool districts and cheer
schools arestate, loch and felerd funds. Private fundsra
genenlly a minor soure of funding br school districts but can be
significant for somechater schools. Th&ordham studyound that
15% of unding Dr chater sdools in llinois camefrom soures
other than federal, sate, and local monies.™

Ead state aeates fundingformulas whit detemine the
amount of money the state and school districts contribute to
funding public schools. The state contribution to school funding is
designed in part to equalize the variation in the funding capability
of school districts. The funding formulas typically establish a base
level amount ofdinding pe student eithestatewide ofor each
school district that is welged basé on the cost ofducatingthe
student. In Utah, the base level amount of funding per sudent is
known as the Vae of the veighted pupil unit. Other state funding
formulas providea cetain amount of moneger staff position. A
few states simplyllocatefunds to school districts based on wha
was reeived in the previousearplus an inflation faior.*®
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Charter schools may
recave state and
federal catgorical
fundsif they mete
digibility
requirements

Charter schools
generally do not hay
full access to local
operations funds

The joint state and lotachool financingorogams provide
base level funding for school districts operations, athough
allocations forcapital outlayareincluded in some stateriding
formulas. Most of the moneagceeived undea joint state and lad
school financing program is unrestricted; that is, school districts
arefree to spend the mowpdor any operaional purpose.

Charter schools generally have full access to funding through
the joint state and lotachool financingorogams. Theunding
maybe basé on:
(1) the characteristics of the sudents in the charter schooal;
(2) average perpupil funding in the dwool district that
authorized the charter school;
(3) average perpupil fundingin the school district in which the
chater school is lodad; or
(4) oraveage perpupil fundingstatewide.

In addition to the unrestricldunds, states providateoricd
funds for which spendings restricted to @tan progams. School
districts may receive categorical funds if they meet digibility
requiranents for the gogram. Categricd funds provided byhe
state of Uth include fundingor educatorprofessional
developmentad gfted and téented students. Thedeal
governmat also provides ¢agoricd funds, such as Title 1 monies
which are restricted to children from low income families.

Charterschools mayeeive stateand felerd categricd funds
if they meet digibility requirements. If acharter school is
considerd an LEA (locd educaion agncy), it mayapplyfor
fedaal and state degoricd funds diretly from the stateduc#éion
office. Otherwise, it receives categorical funds through its
authorizer.

State laws authorize school districts, counties, or cities to
impose taXevies forpublic school opetans. $me local
revenues constitute the school distsdtcal contribution to the
joint state ad local school finacingprogam. Typically, howeve,
local entities a pemitted to genetetax revenuedr school
district operéions in exess othe local ontribution to he joint
state and local school financing program. In Utah, school districts
impose the basic leyyhe rezenues fom which ae theschool
district's ontribution to he basigrogam:* In addition to the
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Several datesrequire
sharing of
discretionary or
supplemental
operational revenue

basic levy school districts in Utah magnpose the voted or baha
leeway and severa other levies specifically authorized in statute to
raise additional funds for operations.*’

Most states do not requirelsmol districts to share with ctiar
schools local opational rerenues in xcess othe local
contribution to the joint state and local school financing program.
The exceptions include Forida'®, Georgia'®, Missouri®, and North
Carolin&' whose state \@s specif that schools districts are
required to share wh charte schools discitgonaryor
supplemental tax levies. Additionally, in two gates, South
Caroling? and Nev York?, chater school finding is baed on a
school districs per pupil gneal fund rezenues ooperaing
expenses which psamablyinclude most local tax revensiér
operations.

The reuired shang of discretionay or supplemental lota
operationa revenues is not necessarily limited to charter schools
authorized byschool districts.d Missourf*, North Carolin&, and
New York®, chater schools mape authdeed byentities other
than school districts, and all atexr sdools are stitled to receve
discretionary or supplemental local operational revenues from their
students' resident districts. However, that is not the case in South
Carolina, whee onlychater schools athorized bylocal school
boards e entitled to funding baed on district per pupilemesl
fund revenues.”’

A brief desciption of state requimaents to share disetionary
or supplemental local operational revenues follows:

¥ Floridalaw provides that "thebasis for the greement for
fundingstudents enrolled in darte school shall be theum
of the school district' operéing funds from the Ierida
Educdion FinanceProgam....includinggross state and lat
funds, discreonarylotteryfunds, anddnds from the school
district's arrent operding discetionarymillagelevy..."®

¥ Accordingto Georgn law, "...local rezenue shidbe allocate
to a local barte school on the sae basis as fanylocal
school in the local school stem.® Local evenueis defined
as 'local taxes budgted br school purposein exess othe
local five mill share..and...investment eangs, unrestricté
donations, and the sabé surplus propey; but exclusive of
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revenue fom bonds issued for paal projects, reenue to pga
debt servie on such bonds, lolcaption sales tafor capital
projeds, and budeted evenueo payfood sevice program
costs.®

Missouri law require school districts to pap a chaer sdool
havingone or moreesident pupils.'.local tax revenigeper
weighted aveage dailyattendane from the incidental and
teahers'funds in excess of the ffermancelevy ..."*

Kansa City School District has clianged the lawallowing
chater schools to ieivea full shae of pe& pupil operéions
funds. It dlaims the state has violated a settlement agreement in
a faderd desegegation caseThe district had kan withholding
about $800 pestudent pergarto payoff fedenl cout-ordeed
bonds to improve schools.*

In North Carolina, &chool district must transfer tachater
school for ach esident student attenditige chater sdool an
amount equal to pgaupil local curent expense, including
revenue gppropriated by the county for operations,
supplemental school taxes farrgent expense, and fineg@
forfeitures. Supplementaltsaol taxes mayonly be distributed,
however, to charter schools located within the school district.®

South Girolina ha different fundingschems for dharte
schools authorized dycal school baals and thoseuwthorized
by the South Carolina ChartBublic School Distct which

was ceded to authorize chiger stools statewide. dcal

school board-authorized charter schools receive per pupil
revenues based on the district's per pupil general fund revenues.
Charterschools authorized ihe South Carolina Charter
Public School Disict receive"...thecurrent years base student
cost, as fundktbythe Geneal Assenbly, multiplied bythe
weighted students enrolled in theaster school...*

In New York, a sbtool district is required to pay a chaer
school for each resident pupil the approved operating expense
per pupil of the public school district.®



No dates require
sharing of local
capital facilities
revenues

Some states provide
supplemental state
revenues

None of the states surveyed require school districts to distribute
local capital fadliti es funds to chiéer shools; although, Ne
Mexico® and Colorado lawpecifially permit the shamg of
capital Bcilities revaues. School districts in Goiado mg include
charter schools capital construction needs in aballot question to
the voters of the district for approval of bonded indebtedness.
Similarly, a ballot question forpgroval of aspeciamill levy for
capital onstruction of chider sdools maybe submitted to the
voters of aschool district.*’

_To make up for the lack of locally generated revenues, some
states provide supplemi@l state reenues to learte schools. ive
of the 16 states sugyed providestate funds to chner stools for
capital facilities. Texas provides stat@ids to replae cetain locad
discretionay operaional revaues. Arizona law spéies an
amount of additional assistanicebe aweded to ach harte
school student, but the statute neither ingis@he purposef the
allotment nor how it is calculade

A brief description of the supplementa state revenues provided to
charter schools follows:

¥ Cdifornia has aloan program and two grant programs to assist
charter schoolsin paying for capital facilities.

- The Chater School Revolving.oan Progam provids
loans up to $250,000 per school that must be repaid within
five years.®

- The Chater School Ecilities Progam is fundd from
proceeds of two statbond measuee A chater stool may
applyfor agrant forup to 50% of projet costs and may
repay the remaining 50% by making long term lease
payments.*

- The Chater School Ecility Grant Progam remburses
charter schools serving a high proportion of low income
students for lese expenses. Tharfding is &varded on a
per pupil basis in the amount of up to $750 yo&t of
avelace dailyattendane:®

¥ The Colorado lgislation annuallyappropiates moneyor
chater schoolstapital fcilities neds™ In fiscal year2005-06
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the distribution to charter Bools amounted to an aaege of
$145 per pupif? Due to afinding incease in fischyear2006-
07, charter schools are projected to receive $220 per pupil .*®

Floridaprovides a pepupil allocation of monefor capital
outlaypurposes to chier sthools that have ke in opeation

for & least thregreas. The pepupil amount is upat one-
fifteenth the cost per sudent gation for an e ementary school,
middle school, or hig school as spéied in statute* In the
2005-06 schoolsar, the pempupil allocation amounted to $374
for an elementey school student, $429 fomaiddle school
student, and $568 for a high school student.*

Minnesota law Bows charte schools to applyor building
leaseaid when achater school ha insufficient opeating
capital evenue The leae aid enounts to lhe lessepf 90
perent of the pepupil approvd leasingcosts or $1,500 per
pupil for certain older schools and $1,200 for newer schools.*

Charterschools in New Meco mayapplyfor grants to make
leasepayments. The amount ofgiant maynot exceed the
actua lease costs or $600 times the average full-time
equivalent arollment using the lsed spee’’

Similar to Utahs voted and bad levyprogams, Te&as school
districts mayimpose taxevies to @neate opeational reenues
in excess of the basicqgram and the stateuyprantees that
eah pennyof discreionarytax effort up to aertan amount
yields a cetain amount pestudent in avege dailyattendane.
In Texas, edtchater school athorized bythe State Bard of
Educdion receves from the statthe giarateed yeld per
student in avege dailyattendane asso@ated with the
maximum tax rate in the guarantee program.*

In Arizona, chéer sthools authorized bthe State Bard of
Educadion or State Baal for CharterSchools redge additional
assistancever thebase suppotevel. State statute spkes
that the amount of thadditional assistance is $1,387 per
student in kindergrten throudn gradeeight and $1,617 per
student in gades ninghroudh twelve?®
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Obstacles to Sharing An examination of state law®smparingschool district and

of Local Capital chater school inding showthat chater schools do not have

Facilities Revenues acess to the samevel of fundingas other public $mols on an
ongoing bais. The diffeences in per pupil spendingf chater
schools and school districts identified by the Fordham study aso
indicate that barte schools havéess acess to funds than school
districts.

Whereas some states have attempted to equalize access to
operdions funding byrequiringoperdions dolkrs to follow the
student, this concept has not extended to capital facilities dollars.
Theremaybe le@l or pratical obstales, or both, to requiring
school districts to send capital facilities monies to charter schools
for each charter school sudent residing within the school district's
boundaris. A local school bad mayhave plelged cetain tax
revenues to pay bonded indebtedness. Any diversion of those
revenues midpt result in a defult on bond payents. Furthenore,
school districts are undoubtedly less able to make adjustmentsin
capital facilities budgets than operations budgets in response to
declining enrollment.

To provide for the capital facilities needs of charter schools,
states haveither gven state monies to cttar sdools or
encouraged school districts to make space for them. The next
section of this repomwill discuss in geder degth how chaer
schoolscapital fcilities neds arebeingaddresed.
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Summary

Charter Schools
Face Difficultiesin
Securing Facility
Funding

CHAPTER TWO
SECURING CHARTER SCHOOL FACILITIES

Acquiring a facility is one of the most challenging tasks in
opening a charter school. Because charter schools do not have
authority to levy a property tax and often have little or no financial
history, they frequently experience difficulty in obtaining facility
funding. To determine how other states address charter school
facility needs, the Office of Legislative Research and General
Counsel:

(1) reviewed previous studies on charter school facility

financing;

(2) examined the facility assistance programs of twelve states;

and

(3) conducted a survey of charter school facilities in eight

states.

The main research findings are as follows:

* Most charter schools lease facilities from either private entities
or school districts. Leases are usually at market rates.

* Some charter schools purchase facilities, using a combination
of funding and financing sources. Banks or private investors
may agree to loan funds. Charter schools can access tax
exempt bonding in some states. In addition, some states
provide credit enhancement mechanisms to reduce borrowing
costs, such as loan guarantees,.

* Some states annually provide funds on a per pupil basis for
lease, construction, or debt service costs. Less common forms
of state aid are competitive grants and loans.

Nationwide, charter schools receive funds from the state, the
local school district, or both. However, funding formulas generally
exclude capital expenses, so many charter schools must divert
funds from instruction to secure their physical location.

Charter schools also face challenges in accessing institutional
or private financial markets. Newly established charter schools
frequently lack a credit history, often have cash flow issues
initially, and rarely have administrators trained in business. In
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Facility Financing
Mechanisms

Most charter schools
lease facilities

Charter schools may
obtain loans directly
fromalender or a
loan pool created by
one or more financial
backers

Some facilities are
financed with tax
exempt revaue bonds
secured with per pupil
funding

addition, few states grant charters for more than five years. These
factors cause most lenders to view charter schools as poor financial
risks.

The four major mechanisms used to finance charter schools’
facilities projects include (1) leases, (2) loans, (3) bonds, and (4)
credit enhancement.

Most charter schools lease facilities, under which a charter
school utilizes a facility for a set period of time. Some lease
agreements include a lease-purchase arrangement, which generally
allows the school to apply lease payments toward the eventual
facility purchase. '

Some charter schools have utilized direct loans and loan pools
to finance a facility purchase. Direct loans are a contract between a
lender and the school, usually secured by the building itself. If a
charter school defaults on the direct loan, the lender bears the cost
and takes ownership of the property. A loan pool is a fund created
by one or more financial backers, such as a bank, governmental
entity, private foundation, or other financial institutions. With a
revolving loan pool, loan repayments provide funds to loan to other
charter schools. If a charter school defaults, the pool absorbs the
costs, which reduces the amount of funds available for other
charter school borrowers.

In many states, charter schools have the authority to issue
bonds, or to have bonds issued on their behalf through a conduit
bond issuer. Tax-exempt bonds usually come with lower interest
expenses and are preferable financing tools for charter schools.
These bonds are generally revenue bonds with per pupil funding as
the main revenue stream.’

Two federal bond programs, Qualified Zone Academy Bonds
(QZABs) and Qualified Public Education Facility Bonds (QPEFs),
offer a potential financing option for charter schools. The QZAB
program assists with the renovation and repair of public school
facilities in low income school districts. However, many states
have yet to designate any of their allotment of QZAB funds for
charter schools. The QPEF Program facilitates the issuance of tax-
exempt private activity bonds. However, individual states must
pass legislation establishing charter schools as eligible recipients.*
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Credit enhancesnt
mechanisms facilitate
access to financing
and reduceéborrowing
costs

National Funding
Picture

Few charters schools
have free or nearly
free use of facilities

Financing
arrangements are
oftentimes
burdensome

Credit enhancement mechanisms facilitate access to financing
and may reduce borrowing costs. They include loan guarantees,
district guarantees, debt service reserves, and letters of credit.
Loan guarantees require a guarantor who is willing to pay the
scheduled interest in the event that the charter school defaults. A
district guarantee is a loan guarantee made by the school district,
usually used in the case of new construction. Should the charter
school default, the district assumes the balance of the outstanding
loan. A debt service reserve is a fund, typically equal to one year
of principal and interest, set aside in case the charter school does
not meet its payments. A letter of credit is generally granted by a
third party guarantor and given to a financial institution as
additional security on a loan.’

The most thorough study of charter school facilities and finance
arrangements was completed in 2001 by Charter Friends National
Network (CFNN) and Ksixteen.

At that time, 73% of surveyed charter schools reported lease
arrangements while about 19% owned their own building.” Only
13% of the surveyed schools reported use of free facilities or
facilities for which they paid only token amounts.” More than 36%
of participating schools reported sharing space with other
organizations.®

Even when a charter school secures funding and financing for a
facility, the arrangements can be burdensome. The CFNN and
Ksixteen study found that charter schools commonly took four to
six months to obtain facility financing and that almost ten percent
of charter schools took more than eighteen months to secure
financing.’

The study also found that, although most financial advisors
recommend that charter schools limit their debt service payments
to 12-15% of their total operating funds, nearly a third of charter
schools spend 15% or more of their annual funding on facilities
and ten percent spend 20% or more.'” A study by the Institute for
Education and Social Policy at New York University found that
surveyed schools typically spent 20-25% of their revenue to repay
loans and bonds."'



State facilities
financing programs
include per pupil
funding allotments,
grants, and loans

Charter School
Facilities Funding
Practices of 12
States

Charter schools
typically may access
tax exempt bonding
through conduit
issuers

In May 2005, the Educational Facilities Financing Center of the
Local Initiatives Support Corporation reported on state facility and
finance programs available to charter schools. The most common
type of facilities funding and financing assistance available to
charter schools is simply granting charter schools permission to
lease district facilities, with half of the surveyed states allowing
charter schools to lease district facilities. Programs involving
conduit issuers for tax exempt bonds are the next most common
type of assistance available. Specific per pupil funding allotments
for facilities and state level grant programs are equally common.
Seven states have authorized each type of program. However, only
three states have implemented and funded grant programs for
charter school facilities. Credit enhancement programs exist in
four states. Loan programs have been authorized in only three
states, making loan programs the least common form of state
assistance available to charter schools."

This section provides general examples of the major types of
facilities finance assistance programs in use across the country,
culled from twelve states (Arizona, California, Colorado, Florida,
Michigan, Minnesota, New York, North Carolina, Ohio,
Pennsylvania, Texas, and Wisconsin) with the highest numbers of
active charter schools in the nation. Together these states account
for more than 70% of charter schools and more than 80% of charter
school students in the nation.

* In Colorado, the Educational and Cultural Facility Authority
(ECFA) may issue revenue bonds on behalf of charter schools.
Additionally, Colorado law requires school districts to invite
charter schools to discuss their capital construction needs prior
to submitting a bond request to the voters for facilities funding.
However, districts are not required to include the charter
schools as part of their bond requests or bond issues."

* In New York, charter schools are considered public agents that
are eligible to obtain tax-exempt financing."*

» Several other states provide charter schools with access to tax

exempt debt through conduit issuers. Arizona," California,
Florida, Michigan, Minnesota, North Carolina,'® and Texas'’
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Medanisms to reduce
facilities costs include
a debt reserw fund,
loan guarantees, and
an exenption from ad
valorem taes

Some States require
school districtsto
provide surplus space
to charter schools

are among these states.

Colorado has established a charter school debt reserve fund,
which enhances eligible charter schools’ ability to borrow
funds at favorable rates.'®

Florida provides an exemption from ad valorem taxes for
facilities, or portions of facilities, used to house charter
schools."”

In Ohio, the Facilities Loan Guarantee Program authorizes the
Ohio School Facilities Commission to guarantee up to 85% of
the principal and interest on a loan made to the governing
authority of a charter school. The guarantee can last for a
period of fifteen years.*

California passed Proposition 39, which requires school
districts to provide charter schools meeting certain minimum
enrollment criteria with “facilities sufficient to accommodate
the charter school’s needs.”*' To comply with the law, schools
need only provide existing district facilities to charter schools
sufficient to accommodate in-district students attending the
charter school in a manner reasonably equivalent to students in
the district-run schools.*

Colorado school districts must provide surplus space to charter
schools, free of charge. However, districts can charge charter
schools for the operation and maintenance costs.”

If requested by the charter school, local school boards in North
Carolina must lease any available building or land to a charter
school within its district unless the board can demonstrate that
it is not feasible. School boards are permitted to provide
charter schools with facilities free of charge, but in such cases,
the charter school is responsible for the maintenance of and
insurance for the school facility.**
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In a few states, a
charter school may
apply for a state grant
or loan

Seveal states
annually allocate
funds on a per-pupil
basis

+ California operates two grant programs for charter school
facilities funding:

- California’s Charter School Revolving Loan Program
(CSRLP) provides funds for leasing facilities, making
improvements to facilities, purchasing instruction materials and
equipment, and expanding programs. Eligible charter schools can
borrow up to $250,000, which must be repaid within five years at
an interest rate that is typically three to five percentage points
below the market rate for a similar loan from a private lender.

- California’s Charter School Facilities Program (CSFP)
provides funds for new construction or for renovation. Half
of the costs of a particular project are funded as a grant; the
charter school is responsible for repaying the other half
either through a lump sum payment or through a long-term
lease agreement. Ownership of the project belongs to the
school district in which the project is located.”

 Both the Arizona® and New York® legislatures have created
charter school stimulus funds. However, no monies have been
provided to implement the fund.

« Minnesota provides grants for facility improvement.”®

* Arizona law provides charter schools with “equalization
assistance” in the form of a per- pupil allocation. For the 2006-
07 school year, this allocation is equal to $1,387 for each grade
K-8 student and $1,617 for each grade 9-12 student.”

» (California operates a Charter School Facility Grant Program,
which provides reimbursement for lease payments made by
charter schools in low income communities. The
reimbursement rate is up to $750 per pupil.*

» Funds appropriated by the Colorado legislature for charter
school facilities are allocated on a per pupil basis.”' In fiscal
year 2005-06, charter schools received $145 per student. In
fiscal year 2006-07, due to a funding increase, the amount is
expected to be approximately $220 per pupil.**

* The Florida Charter School Capital Outlay Fund provides
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Charter School
Facility Survey

Response rates
ranged from 100% for
Utah to 24% for
California

eligible charter schools with a per pupil allocation that can be
used to purchase real property, construct school facilities, lease
school facilities, or renovate facilities. The state provides a per
pupil allocation equal to one-fifteenth the cost per student
station. During the 2005-06 school year, this amounted to $374
per elementary school student, $429 per middle school student
and $568 per high school student.”

* Minnesota law provides for lease aid to charter schools. These
funds are disbursed on a per-pupil basis and may not be more
than 90% of the approved per-pupil cost or $1,200. (Older
charter schools may be grandfathered under a previous version
of the statute and receive $1,500 per pupil ).**

* In Pennsylvania, eligible charter schools are reimbursed for
costs associated with leasing facilities. The reimbursement
amount is the lesser of the annual rental payment or the product
of the enrollment and a per pupil allocation. The allocation is
$160 for elementary school students, $220 for secondary school
students and $270 for vocational-technical students.*

__In order to learn in what type of facilities charter schools are
housed and how those facilities were acquired, the Office of
Legislative Research and General Counsel conducted an internet
survey of charter schools in Arizona, California, Colorado,
Minnesota, North Carolina, Ohio, Utah and Wisconsin. The
selection of these states was not random. Aside from Utah, each of
these states is among the top twelve states in the nation in terms of
the number of active charter schools. Additionally, each of these
states has an internet-accessible directory of all charter schools in
the state that includes e-mail contact information.

Rather than randomly sampling the charter schools in each
state, each charter school with an e-mail address was included in
the sampling frame. For every state except Arizona this amounted
to a census. For Arizona, only about 46% of the charter schools
had e-mail addresses given in the directory. The survey questions
are included in Appendix A.

Table 1 contains information on the response rates for schools
in the survey, by state. Aside from Utah, where 100% of charter
schools responded to the survey, response rates ranged from 47.4%
for North Carolina to 24.4% for California. There is a potential for
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non-response bias in the results. However, it is likely reasonable
to assume that the characteristics of charter schools who did not
respond to the survey are similar to the charter schools that did
respond. In that case, non response bias should not have a major
impact on our interpretation of the results.

Table 1: Response Rates

UT AZ CA CO MN NC OH WI

Surveys sent 36 232 569 122 135 95 297 183

Responserate  100% 25% 24% 29% 31% 47% 24% 33%

Most charter schools Table 2 shows the percentage of schools in each state housed in
are located in buildings, portable classrooms, or in some combination of
buildings, athough buildings and portable classrooms. In every state except

portable classroqms California, the vast majority of charter schools are housed in one or
are commonplace in more buildings. In California, the percentage of charter schools
California housed in one or more buildings is nearly equal to the percentage

of charter schools housed in some combination of buildings and
portable classrooms.

Table 2: Types of facilitiesin which charter schools ar e housed

UT AZ CA CcoO MN NC OH WI

One or more buildings 78% 90% 45% 74% 88% T76% 90% 93%

One or more portable classrooms 6% 5% 9% 11% 0% 9% 4% 3%

Combination of buildings and portable classrooms 17% 7% 46% 14% 9% 16% 4% 2%

In the majority of Table 3 provides information on the percentage of charter
states surveyed, most school facilities in each state owned by charter schools, school
charters schools are districts, not-for-profit organizations, other public entities, or other
owned by a private private entities. The values do not necessarily add up to 100%
entity because many charter schools are housed in multiple facilities and

each facility may be owned by a separate entity. Except for
California, Colorado, and Wisconsin, the most common owner of a
charter school facility in the study was a private entity. In
Wisconsin and California, the most common owner of a charter
school facility was a school district. Colorado and North Carolina
had the highest percentage of charter schools owning their own
facilities, and Minnesota had the highest percentage of charter
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schools owned by private entities.

Table 3: Ownership of charter school facilities

UT AZ CA CO MN NC OH WI

Charter school 19% 32% 12% 40% 9% 40% 9% 3%
School district 11% 0% 50% 29% 12% 7% 23% 64%

Sponsoring not-for-profit 11%  14% 10% 11% 9% 18% 14% 8%

Other public entity 14% 3% 8% 3% 9% 11% 6% 7%

Other private entity 50% 58% 40% 26% 70% 51% 52% 20%
Sources of funding Many charter schools that purchase their own facilities use a
and financing include combination of sources for funding and financing. As a result, the
loans from banks or percentages in Table 4 do not add up to 100. In Utah, Arizona, and
private investors and North Carolina, the most common means for a charter school to
state or school distci finance a facility purchase is through a bank or private investor. In
funds California, it is more common for charter schools to finance

facilities purchases using state or district funds. In Minnesota,
Ohio, and Wisconsin charter school ownership of charter school
facilities is relatively uncommon and trends are difficult to
generalize.

Table 4: Sources of funding/financing
for charter schoolsthat own their facilities

uT AZ CA CO MN NC OH WI

State or district funds 29% 32% 63% 57% 25% 50% 17% @ 50%
Federal grants 29% 11% 0% 7% 0% 6% 17% 0%
Private donations 14% 21% 25% 29% 25% 11% 50% 100%

Banks or private investors 86% 42% 31% 29% 0% 56% 67% 50%

Tax-exempt bond proceeds 0% 32% 0% 36% 50% 0% 0% 0%

Most leases are at Most charter schools in this study that did not own their
marke rates facilities, but instead made lease payments at or near market rates.
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This was true in every state except Colorado and Wisconsin, where
a substantial number of schools were housed in facilities that were
free or nearly free to the charter school. Agreements with charter
school management companies appeared to be relatively
uncommon nationwide, though they are most common in Ohio and
Utah. Table 5 displays the percentages of schools that do not own
their own facilities that reported each type of payment
arrangement.

Table 5: Payments made by charter schoolsleasing their facilities

UT AZ CA CO MN NC OH WI

Free or nearly free

Market rates

7% 5%  15% 33% 0% 9%  14% 45%

71%  73% 57% 46% 92% 64% 59% 28%

Operations and maintenance costs only 10% 7% 16% 13% 3% 9% 8% 5%

Payment to a charter school management company 10% 2% 2% 0% 0% 6% 11% 2%

Few charter schools
occupydistrict
facilities at no cost

Differencesin
facilities financing
arrangements may
be explained ly state
policies

In most surveyed states, it was relatively uncommon for charter
schools to occupy district facilities at no cost to the charter school.
Table 6 shows the percentage of charter schools in each state
reporting this type of arrangement. In Colorado and especially in
Wisconsin, it is fairly common for charter schools to occupy
district facilities at little or no cost to them.

Table 6: Percentage of all charter schools
occupying district facilities at no cost to them

UT AZ CA CO MN NC OH WI

0.0% 0.0% 10.8% 229% 0.0% 22% 113% 41.0%

This study was not designed to establish cause and effect
relationships between state policies and charter school’s facility
financing choices. However, the study highlights some differences
in charter school facilities finance arrangements that may be
explained by differences in state policies.

In Minnesota, only 9% of charter schools in the study owned
their facility and none occupied facilities at no cost to the charter
school. The rest of the charter schools in the study leased property
and 92% of the charter schools that leased property made payments
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at or near market rates. This finding is not surprising— Minnesota
policy makes provisions for charter school facilities primarily
through lease aid.*

In California, approximately 50% of charter schools occupy
district-owned facilities. About 80% of these charter schools make
some sort of payment to the district for the use of these facilities.
This finding seems consistent with the policies of Proposition 39,
which requires school districts to make district space available to
charter schools, but also allows districts to charge charter schools
for the use of the space.’’

Colorado has a per-pupil allotment for capital facilities, credit
enhancement programs, and tax-exempt bond programs for charter
schools. Not surprisingly, charter school ownership of facilities is
high in Colorado, at 40%. Colorado school districts are required to
provide surplus space to charter schools, free of charge, though
they may charge for operations and maintenance costs. It is not
surprising that the percentage of charter schools in Colorado that
occupy district facilities at no charge is higher than in most other
states in the study.*®

Wisconsin has no statutory provisions for charter school
facilities. Despite this, Wisconsin was the leader in the number of
charter schools occupying district space at no charge. This appears
to be a result of the institutional culture in Wisconsin. Charter
schools in Wisconsin are funded by agreement; Wisconsin law
does not make any specifications for how charter schools are to be
funded.
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APPENDIX A

(1) During the 2005-2006 school year, in what type of facilities was the charter school housed?

(a) one or more buildings
(b) one or more portable classrooms
(c) a combination of buildings and portable classrooms

(2) During the 2005-2006 school year, who owned the facilities in which the charter school was
housed? Mark all that apply.

(a) the charter school

(b) a school district

(c) a not for profit organization that sponsored the charter school
(d) a public entity other than the charter school or school district (for example, a state or
local government or public university)
(e) a private entity (for example, an individual, company, or church)

(3) If the charter school owned the facilities in which it was housed during the 2005-2006 school
year, what were the sources of funds used to buy the facilities? Mark all that apply.

(a) funds that the charter school received from the state or school districts
(b) federal grants

(c) private donations

(d) loan from a bank or other private investor

(e) tax exempt bond proceeds

(4) If the charter school did not own the facilities in which it was housed during the 2005-2006
school year, what payments were made, if any, for the use of the facilities?

(a) none or very little, use of the facilities was free or nearly free to the charter school.

(b) the charter school made lease payments at or near market rates

(c) the charter school made payments to cover the facilities’ operations and maintenance
costs only

(d) the charter school made payments to a charter school management company that
provided the facilities as part of the management agreement
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Summary

Background

CHAPTER Three
LocAL REVENUE

This chapter compares two methods for providing access to
locally generated property tax revenues for charter schools, as well
as, the potential probies and berfés associated ith each
method. Specifidly, the Legslature rguested infanation on the
following questions: How does the useadbca tax replacemaent
formula @mpareto a local evenuesharingmechaism, and what
are the potentia benefits and problems with having school districts
participate in the funding of charter schools atended by residents
of the district?

In Utah, the diftrence béween usin@ locd tax replacement
formula ora locd revenue shang mechanism as aayto provide
revenue acess to chder stools require answang thequestion
of @Vho pays?0 Under the local tax replacement formula, the state
provides a pestudent reenue supplaent to chaer schools.
Howeve, a loal revenue shang mechaism requires the lat
district to transfen portion of loclly geneated popertytax
revenue to a harte school wha a resident student enrolls.

Requiringschool districts to participate in the ditéundingof
chater schools téended byesident students @ents sevai
problems. Experienda Utah showed thidour problens emergd
as a esult of local evenuesharing (1) chater sdools were
dependat on school districts for a piaon of their opeating
budget; (2) pe student reenue ingquities emergd amonghe
charter schools; (3) school districts lacked oversight of locally
generted evenus; and (4) popertytax revenues suppode
purposes not dirdly approvel bythe taxpagr. May of the
beneits associated with school district peipation in local
revenue shang depend on papectives. &t the state, lad
revenue sharing disperses some of the cost to the school districts.

As mentioned in Chapterr@, the apid cost incrases
associaté with chater school studentrgwth prompted the
Legslature to issue a studly order to bter undestand cheer
school fundingssues. As eber chaters demonstta, chater
schools have largely the same access to funds provided through
state and federa educationa programs as local schools districts
provided theymeet the sae progam digibility requirenents.
Howeve, chater shools have much &s acess to local neenue
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sources generated by school districts through assessing property
taxes. Unlike school districts, charssmhools do not have the
ability to tax their patrons to support school operation or facility
needs.

The lack of access by charter schools to local revenues,
represents theundamental issue bad the chaer school @inding
debate Overthe couse of the pst five years, the Utah kgslature
developd the local Replaemat FundingProgam (LRFP) in the
Minimum School Progam in an attempt to mitigatechater
schoolOs inability acess local@venuesourcs.

Questions continue toiae over thdormula that daves the
perstudent fundindevels of the RFP. These qs#ons center on
the per-student funding amount guaranteed through the LRFP
compaed to the pestudent fundingamount gneated bya chater
school studentOs home school district thrdogal propety taxes.

Comparingperstudent fundindevels betwen the districts and
charter schools has resulted in multiple attempts to dter the LRFP
formula. Thefirst attempt resulted in péacinga locd revenue
sharing formula with aformula totally supported with State
Uniform School Fund revenue. A rapid influx of students
enrollingin chater schools ovwethe pat severbyeas has rsulted
in significant annual cost inelass to the State in order to support
the LRFP.

Since its inception, the anrdwppropridion to the IRFP has
neaty doubled eeh fiscd year Additional attempts to alter the
LRFP formula to mitigee adual or peceived per pupil funding
inequities betweeschool districts and char sdools, has resulted
in the Legislature requesting additional information through this
comprdnensive studpn chater schools in Utah.

This chapteprovides informaon on the use of a lattax
replacement formula (inded entirly with state reveue) omparel
to a local evenuesharingmechaism. Secifically, Legslators
requested a omparison of the potgial beneits and problems that
mayarise wth having stool districts participate in theifiding of
chater schools thended bystudents that reside within the school
district boundaries.

The followingsections provideuither inbrmation on school
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district propertytax levies, the bcal Replaement Funding
Program, and the complexities associated with transferring locally
generted evenus from districts to chéer schools.

School District School district revengederived fom local soures acount for,

Property Tax Levies on aveacg, 21.8 parent ofa school districé' total revenué
Limited accss for chaer sdools to local prop¢y tax revenues
contributes to the diffences in total fundingicessible to chaer
schools whenamparel to other public schools.

These loal revenues mabe gneated bya school district
through levying up to thirtea different taxes, as well as intsteon
investments, tuion paynents, and studentds. Propey taxes
represent the ma source otocal revenue to achool district.
The followingsections provide asummaryof eah of thethirteen
propety tax levies aailable to a deool district.

Local Propey Taxes School districts have the option of imposing up to tiféerent
Supporting A School propety tax levies to support the district@ngal fund.
DistrictOs Genal Accordingthe Utah State @te of Educaion, the district geerd
Fund fund Qs the chief operating fund of the school district. It is used to

acount for all financial resource of the school district except
those requid to be ecounte for in anothefund. A district may
only have one general fund.3 A district uses its general fund to
acount for the majaty of the rezenue ad expenditures
supporting theoperaion and maintenarmcof elucational pograms.
The fivelevies include th8asic Rate, Voted éeway, Boad
Leeway, Board Leeway K-3 Reading Program, and Impact Aid
(Title VII).

The Basic Rate The Basic Rate represents the largest property tax imposed by a
school district. Each district must impose a minimum basic
propety tax levy [the Basic Rate oBasic Levy] and contribute the
proceeds fom the levyto the cost of providingasic €ucational
services in the district. Assessinghe Basic Rate kows a school
district to participate in thedic Progam of theMinimum School
Progam. TheBasic Progam ejualizes the revaies supporting
the eduation progams in eah district and learte school. School
districts that 1eld more rgenue though the impositon of the
state-widebasic rée rajuire less supportdm the StateOs Uniform
School Fund to support their$a eduation progams. School
districts that 1eld less reveue flom the Baic Rate andlarte
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Basic Rate Resnue
and Charter Schools

Local Option Taxes

Local Option Revaue
and Charter Sthools

schools (since tlyecannot impose Basic Rate) ecave more
revenue flom the Uniform School Fund.

Equalization through thed3ic Progam provide chater
schools with acess to reveues gneated bythe Basic Rate wen
though thg only reeive Unitorm School Fund renue. School
districts and chder stools receve Basic Progam rezenues
throudh the allocdion of Weighted Pupil Units (WBs). Ezh
school located in a school district as well as charter schools
generate WPUs based on their total number of enrolled students
and othedefinal chaacteistics that mayenente alditional
WPUs (e.g speciaeducaion, carer and technolog educdion,
professional staff).

School districts, either throigooard owoter gproval, may
impose anyf the renaining bur taxes to support themyerd fund
of the district. Statute reqes that school districts meetrivaus
requirements governing the use of the revenue generated through
these levis.

The remaining lo@l option taxes include thre state garantee
progams and on&x levy that districts mayse to stabilie federd
entitlement funding A local stool board, or theledorate ofa
school district, magpproveadditional levies to support the school
districts basic ed@tion progam. Thee levies includé¢éhe Board
Leevay, Voted Leevay, and Bhard Leeway K-3 Realing Progam.
The state suppts, or giaratees, ach ofthese levie byproviding
in statute a minimumrelel ofrevenue yeld for aschool district
levying oneof the taxes. Finallythe mpact Aid (Title VI) levy
only impacts school districts digible for Federal Impact Aid
funding

Charterschools do not haveeess to the reveues gneated
through local option levies as they do with revenues from the Basic
Rate. Since school districtscatint for lo@l option taxrevenue
sources in their general funds, the Local Replacement Formula
Progam (distissed in the next section) latg mitigates the
funding differential. However, the formula Qloes not count state
guarantees used to supplement local property taxes in districts with
low property values. These revenues might be considered a @uasi-
propety taxO and aresed forthe same pposes as the lat
propety taxes.©
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Local Propey Taxes School districts in Utah may levy four taxes to assist them in

Supporting Capital providing capital ficilities and quipment. These taxes include the
Outlay, Debt Servie, Capital Outlay Voted Capital OutlayDebt Servie and thel0

and Textbooks & Percet of Basic levies. Revaue genented bythese levie support
Supplies the Debt Serice and Capital Projects funds ofsahool district.

Geneatal revawue acounts Ofothe acumulation of reourcs for,
and the payment of, genera long-term debt principa and interest;
and to acount for esoures and panents for the equisition of
capital fcilities and quipment.®

Local School District Local stool districts have the sponsibilty for construction
Responsibility for and re@ovation of school falities. These fourevenue soures
Capital Facilities provide districts with the qability to generde revenues fom

property taxes to construct and renovate capital facilities, maintain
school plants, purcise cpital equipment, pagrincipal and
interest debt service, purchase building sites, build and furnish
school faditi es, and met some textbook and suppigeds.

Capital Outlay The State provides anominal amount of revenue in an effort to

Foundation Program equalize school district pdal faality construction. State funds
guarantee that achool district that imposes a Capital Outlayy
generates aminimum level of revenue per sudent in Average Daily
Membership (OM).

Capital Outlay Charterschools do not haveeess to local reveues gneated
Rewenue and Charter for capital outlayand debt s®ice functions. The rtaonal
Schools compaison outlned in Chapter @e indicats that Ono suryed

states rquire school districts to shal@cal caital fadliti es
revenues.® The State implemented thecal Replaement
Formula Program in the Minimum School Program as an effort to
provide astate fundepla@ment forocal caital outlayand debt
servicerevenues not avéable to chater schools. Hoever, the
next section of this report details how the LRFP does not fully
mitigate thefundingdifferential betwen chater sdools and other
public schools whenamparel on a pestudent basis.

Other School District The remaining popertytax levies aailable to a doool district

PropertyTax Options include: Special Tansportation, Reedion, Utah Govarment
Immunity (Tort Liability), and Judgment Recove. These dur
levies represent the most restricted property tax levies available to
aschool district. School districts may only levy these taxes to
support specifinieeds othe school district.
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Conditional Levies Revenus genented fom these levie mayonly support the
following:

¥ Pupil Trangportation -to transport students that are not digible
for gate supported program, provide hazardous bus routes,
transport students for school activities and field trips, and to
purchase school buses.’

¥ Receation -provides revenue for school districts to join with
municipalities or counties in purcéiag oroperding recreation
facilities.®

¥ Utah Government Immunity (Tort Liability) - provides reenue
for school districts to pajiability insurancepremiums, legl
costs to defed the district aginst claims, settlements or
judgaments, as well a®f adual claims, settlements or
judgaments aginst school board mabers or district
employees.’

¥ Judgerent Reovery- school districts mayse this levyto fund
a propety tax judgement (intuding inteest) aginst the school
district as a reult of a sucessful appal that the district over
collectal propety tax of a propdy owner™

Other Conditional Revenuegeneated throuf these tax levies supports functions
Levy Rvenue and largely unique to school districts, specifilga pupil transportation
Charter Schools and vaious responsibiligs rejuired of ataxing entity. Due to the

natureof these leies, chater stools do not have aess to the
revenue gnented fom them. This reveie is also excluded from
the formula br the Local Replaement FundingProgam.

Charter School The Legslature ceatal the CharteSchool local Replaemaent
L ocal Replacement FundingProgam (LRFP) overthe couse of the 20022003
Funding Program Geneal Sessions. Progm objetives include rplacingsome of

Othe loddunds reténed bya studentOs homéasol district® and
assisting barte schools beause thg Odo not havieonding
authorityor the &ility to taxtheir patrons toaver facility costs.®
Providing ongoing funding capacity for charter schools to obtain
adequée eduational failities is at the coref the progam.

Chapter Tw of this report deils the difficulties chaer

s:chools fae in searing adequee fecilities. State inding brmulas
Qenerdly exclude capital expenses, so many charter schools must
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Original Cost $aring
Progam

Inequities in the Cost
Sharing Program

Strained
Relationships:
Charter Schools &
School Districts

divert funds fom instruction to secure ting@hysical locdion.&?
Further, the studyf chater sdool financingmodels in other
states, detailed in Chap®nefound that Oserd states require
school districts to share with ater stool local opeaitions
revenues g@neated bydiscretionay tax levies® and that in orde
to Orplacelocal revenues not\ailable to cheer shools, sevela
states provide supplemi@ry state monies forither caital

fadliti es or opmational purpose &

Charterschool repleemaent fundingoriginated with the loda
school districts and the state sharing in the cost of the program.
Orhe state provided an appropriation equal to half the per pupil
revenue genented in the dwool districts through pipertytax
collections. School districts in turn transést theother h# to a
chater school whe a [district]student enrolled*©

The orignal cost-shang program resulted in some funding
inequities amonghater schools. Statewenue onlyequalized
half of thereplacement fundingreeived bychater schools. The
formula estimated a state-wide per pupil average of locally
generated revenue in the school districts. The state provided half
of this state-widegerage to chater stools.

Revenuaecived bya chater shool directlyfrom a studetOs
home district was not equalized. The mechanism created a benefit
for charte schools emnalling students from $wol districts that
collect more local revenue than the state average. Charter schools
enrollingthese studentsceived more r@enue tha if they
enrolled studentsdm districts below the stateide aveage.

In addition to inequities resultingoim the orignal formula,
Qrharter schools became dependent on adistrict for funding,
further strainingthe réationship between districts anbarte
schools.® Charterschools relied on districts to trassthe
appropriate level of funding and ensure that funds were received in
atimely manner. This dependence resulted in frequent conflicts
between districts and charter schools, sometimes resulting in
intervention of the thh State Ofte of Educaion.
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District to District
Sudent Transfers
through Satutory
Open Enrollment
Provisions

Creation of the
Minimum School
Progam - Chater
School local
Replacenent Funding
Progam

The orignal chater school RFP was not the first lota
revenue shang mechanism implemented in Utah.nder statutory
provisions governing @pen-EnrolmentOin the State, satute
requires school districts to transfercal revenues to mother school
district when a stude chooses to eall the reeiving districtOs
school. The statuteads e State Bard ofEducaion shall adopt
rules providingthat the rsident district payhe nonrsident
district, for each of the resident districts@ students who enroll in
the nonrsident district, ! of the amount byhich the esident
districtOs per studentpenditure gceals the value ofhe stateOs
contribution.& This formula mirros the orignal cost-shang
formula implementeddr the LRFP.

The tensions that selted in a local ienue shang
mechaism between $wol districts and chger schools do not
occurin the same trasaction betwen two school districts. The
State Boed of Eduation adopted Rule R277-433t0dent
Enrollment OptionsOwhich outlines a specific formula for districts
to use when derminingthe amount of neenue to trasferto a
reaiving school district. This chapteloes not discuss potential
reasons for this dichotomyKnowingthat the StateOsp@o-
EnrollmentOprovisions pre-date both the original LRFP formula
and the leglation authorizng chater schools in Utahutther
complicatesdlly understandinghe chater s¢iool - school district
tensions as a selt of sharindocal rezenues.

Legslators crated the Cher School local Replaement
FundingProgam within the Minimum 8&hool Progam in an
attempt to betterqalize per studentvenues mong harte
schools and duce onflicts betwea the school districts and
chater schools. @uringthe 2003 Gemal Session, thedgslature
changd statuterad developd a sgtem that allowed the lat
school districts to retain all loltya geneated popertytax
revenue.& This chang in statute i@oved the depalent
relationship between school districts arfthtte schools. OThe
state now providean equ&ed aveage perstudent amount
directly to the charter school G° to replace some of the locally
generated property taxes collected by a school district. This
mechaism removes fundingpequities and ensess that ech
chater school ecaves the same el of pe student fundindgrom
the state, regardless of originating district.
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Satutory Formula

Acaurately Refleting
Local Revaue in the
Formula

Using Local Reveue
Geneated for Debt
Servie Does Not
Double Count Bond
Revenue and Taxes to
RepayBonds

Formula Change
Considerations

Statute defines aformulathat calculates an estimated average
local propety tax geneated per student in e€h of the40 school
districts. Utah codstates Otheraunt of moneyrovided foread
chater school student shall betdemined by (i) cdculatingthe
sum of: (A) stiool districtsO opdians and maintenaeaevenues
[geneal fund] derivel from locad propertytaxes, egept evenus
from imposing aninimumbasic tax rate pauant to Section 53A-
17a-135; (B school districtsO pital projects reenues deved

from locd propertytaxes; and (C) school districtsO expenditures for

interest on debt?© This formula provide a rglacenent to chaer
schools for some dhe locallygeneated popertytax revenues
retaned bythe school districts. As ag@lt of this formula, the
state provides dl revenues (except for some federa funds)
supporting barte schools in Utah.

Beginning with the 2004 Geerd Session, the ¢égslature
reeived infomation that the formula deing the perstudent
amount for barte schools does notftect the level of evenue
geneated bythe school districts. The fmula Ouses Heservice
[interest on debt] egenditures instehof debt serice revenue
collected by the digtricts as one of the primary formula
components. [...Jhe Legslature usedaution duringhe ceation
of the fomula in statute in order tonare tha school district bond
revenue wa not double counted in the foula.&

School district bond revenug not accountéfor in the loch
propety tax revenue gneated br the dét serviceprogam.
Instead, bond wenue is acountel for byschool districts as an
therOrevenue source. It was thought a the time the LRFP
progam wa crated @at the districtsO debtgee revenus
included the proceeds from bond sales as well as the taxes levied to
pay back the principal amounts on those bonds. To avoid double
countingthe [bond]debt proeeds ad the taxes used to pthe
debt, the formula was crafted to only count the interest
expenditures on deb#CSince bond praeds & not @countel
for in debt service fund revenues, the local revenue generated to
support this fund can bacluded in the fanula without feawof
double counting

Revising the formula for the LRFP is likely required in order to
more gpropriatdy reflect locad propertytax revenue gnented by
school districts. The crgnt fomula does not réfct the oiginal
intent behind the RFP, which is to provide char sdiools with a
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Charter School Parity
Funding

Potential Soluthn
Proposed in the 2006
Legislatve General
Session

New Formula
Proposed for the
Charter School Local
Replacenent Funding
Program

replacement of gpproximately the same revenue (based on the state
avelae) thd a school district retas when a studenheolls in a
charter school.

Charterschool supporters 1@ Oben askinghe Legslature for
parity in funding, which means that students in charter schools
would reive, orhave acess to, funding tathe same levas
students in other public schools.(3* The replacement attempts to
provide g@proximatelythe same kel of revenue -or paity - for
each sudent enrolled in a charter school, but fails to accomplish
this god Severéreasons contribute to this failure.

1. Continungto use debt seice expenditures instehof debt
servicerevanues undestates the levef per studat revenue
available through the LRFP formula for sudents enrolled in
chater schools.

2. Accordingto the Utah Bundation, the RFP Odoes not count
state guarantees used to supplement local property taxesin
districts with low propertyalues.® These garantees include
the Capital Outlayroundéion Progran, as well as the &dted
and Bhard Leeway Progams.

3. Charterschools, byhature do not haveanditions © support
using some laal revenue sowes in the RFP formula. The
prior setion identifies ceain tax kvies unique to school
district needs, maely, pupil transportation.

Since the 2004 Gerd Session, charteschools haveteempted
to have the RFP formula bangd to include dat service
revenues. Thesefforts lacke succss until he 2006 Geerd
Session when the Public Edtioa Appropriations Subcomméée
adopted aew LRFP formula. Howver, the new érmula wa not
adopted byhe Legslature.

The nev formula, ceded bythe Utah State @te of
Educdion and endorskbythe State Bard ofEducdion, provides
a simpler wg of detemining alocal fundingreplacement. Instead
of focusing on vhich local levis mayor maynot applyto chater
schools, the formula simplcoves those funds thaharte
schools do not reive that skool districts curmatly do re@iveO
focusingOsolelyon reveues that chiger shiools do not redee
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under the Minimum School Program.33® The formulais as follows:

¥ Step #1 -tclude d Mini mum School Pogram rezenues not
currently reeived bychater schools (State @arantees forthe
Boad and \bted Leeway Progams & Capital OutlayFunding
Progam).

¥ Step #2 - Add all lodaax revenues gneated bythe school
districts.

¥ Step #3 - Subtract allvenues leady coveed bystate funding
(throuch the Minimum $hool Progam) orrevenues that
charters are not digible to receive (Revenue from the Basic
Rate, K-3 RadingProgam Reveaue, and Speal
Transpotation Levy Revenug

¥ Step #4 - Divide the total by the Average Daily Membership
(ADM) in the school districts.

The new formula mirrors the intent of the original LRFP
formula, but provide a claner easie to follow method of
calaulating theformula. Theformula is desiged to ahieve
funding equitybetwe@ chater schools iad district schools.
Calculations of the we formula ©nducted dung the2006
Geneal Session provided shdgly more pe student reenue tha a
revised vesion of the IRFP formula.

Similar to the statutory LRFP formula, the new formula would
not requireschool districts to participate incast-shang

mechaism.
Additional As with the curent LRFP formula outlined in statute, the new
Considerations formula use an un-wighted state avage. Thefundingreecived
Related to a New by a chater stool does not rééct the atual perstudent reveue
Formula generted bya studentOs home district. lade school may

reeive morerevenue perstudent throulg the state supplement than
the district would otherwise generate in local revenue for that same
student.

The followingtable detds the differatial amongschool
districts in locallygeneated evenue This example uses the
formula déined in statute fothe LRFP to demonstrate the
differential. While thisexample does not considdfrr@venue
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generated by a school district, it provides agood example to
demonstrate theariances asociated with an uweighted aveace.

Local Replacement Formula
Per Smdent Arnount Generated by School Districts
State Average Compared to Top & Bottom Ten Dristricts
FY 2007 LRFP Calculation
School LEFP Formula
District Arwunt Per Student
Tinitc F444
Box Elder 570
south Banpete 613
Fiute fl5
Cache B3
Tooele 725
Weber 734
Dravis 760
Alpine NS
Mebo 703
State Average $1.142
Garfield 1,802
SaltLake 2,141
Cathon 2,140
Etnery 2,185
Morth Surmmit 2,243
Daggett 2,265
hlillard 2,254
Rich 2,518
South Surrtrit 2,784
Parlk City 4,581

Source: Ttah State Ofice of Education, Finance and Statisties Secton
Anmal Finarmeal Repost - 2005,
Superintendents Anmal Report - ADM by Diis hact & Grade

Prepared by: Office of the Legislative Fiscal Analyst (110&8EL).

The @&ove table ppvides the top and bottom ten districts for
per student lodaevenue (& determined bthe LRFP formula).
This example shows that per student loesbnus rang from
$446 in Tintic School District to $4,588 Park CitySchool
District.

Based on this example, students originafimgn school
districts below the state average benefit through greater access to
per sudent revenues when compared to students remaining in their
resident district. This oces as aesult of usingan un-veighted
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average. Charter school students receive the state funded LFRP
supplement whichaquals the statevarage and is not adjustedif
resident district anount.

School districts falling dew the state erage acount for 56
perent of d ADM students in Utah. The majorigf chater
schools have oped within the boundaes of school districts listed
in the bottom ten in the table above.

L ocal Replacement The darte school studyommissioned byhe Legslature
Funding Compared asked how does the use of alocal tax replacement formula

to Local Revenue compae to a lochrevenue shang mechanism® As statedbave,
Sharing the LRFP begn as docal revenue shang progam. Districts wee

requirel to transfelocd funds to chaer schools. Thereeding
section also listed sea@rcomplications of the gginal local
revenue shang program.

In the surveyf chater stool fundingin other states (Iated
in Chapter Ong the Ofice of Legslative Reseah and @neal
Counsel found that Gnost states do not require school districts to
sharewith chater schools lodaoperdions revenug in exess of
the local ontribution to he joint state and lot&inancing
progam.® The survg found exceptions in Florida,e®rgda,
Missouri, and North Carolina. Ela of these states ha laws
specifyng tha Oschool districts arequiral to share Vith charte
schools discretiongiror supplemental tax levie€rhe study
furtherfound that Onoref the states sueyed reuire school
districts to distibute locé capital fecilities funds to charte
schools.®

In Utah, the kegslature abadoned the lodaevenue shang
mechanism that resulted in tensions between the school districts
and chaer stools. The kegslature ceatel a progam that
beneitted both charteschools and $wol districts. Charter
schools bendted throudp increased @inding, budgt rdief (no-
longer dependent on school districts) and reduced tensions with
school districts. School drgtts benétted byno longe
transfering local funds to chaer shools (this was often seas
problematic ad counteto ageements made with voters upon
approvingtax levies) ad the abilityto use local neenues saed by
students transfang to chater schools to befiethe remaning
students in the district.
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Through dtering the origina local revenue sharing mechanism,
the Legslature ceatel a supplementdunding progam (LFRP) for
chater schools thatanceptully reflects chaer sdool funding
mechaisms found in some of the sureelystates. Thsurvey
outlined in Chapter Oneéind that Oto make ugr fthe la& of
locally generated revenues, some state provide supplementa state
revenues to chaer stools. Five of thd 6 states survey provide
state funds to chier sdools for caital fadliti es®. Providing
some form of dditional state revaue to support chger sdrool
operdions appearto be a@emmonlyused pretice in otheistates.
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Summary

What is Defined as a
Start Up Cost?

Methodology

CHAPTER FOUR

CHARTER SCHOOL START-UP COSTS

A surveyof seve chater schools found thaveage cost of
startinga chater sdool is about $2,266 per student usiingt year
enrollment numbers for each school. Using the enrollment capacity
for each sbool the avaage cost pestudent for std up costs for a
chater school is $1,153.

A amilar survey of eight recently constructed traditional public
schools revaled aerage start up ost per student of $1,440 using
first yearenrollment numbers. $ihg theenroliment cpacityfor
ead school the avage cost pestudent for sta up costs for a
public school is $98&-utther, harte schools do not havbe
same faility requiraments as traditional public schools in that
public schools provideygns, cafterias, ad theates which chater
schools do not.

The dédinition of Ostart-upastsO is somewhat wegand is not
clealy definead in Utah statute. Dmitions in other state varied
somewhat, howeer, thee weresome common themes: consultant
fees for policycreation; geerd curriculum; attorneyfees for the
establishment of bylaws; supplies; textbooks; library books,
maintenane supplies; and media teaials. Oneshould note that
thereis distnction betwer these osts and the constriign of new
spaceor ranodeling ofan existng space

In the 2005 Gemal Session thedgslature authazed $2.8
milli on to equalize reveie forchater school starup costs on a
perstudent basis. A Berd chater stat-up gant providel
$150,000 per school regardiess of school sze. This state
appropiation conveted federd moneyto $860 per-studd. The
appropration included no rguirements as to how tlmeoneywas
to be spent. Some atter stools in the studyere createl befoe
this appropriation.

In detemining and omparingstart-up osts, the EA looked at
a cioss section of citer sdools that have le® in opeation for
more than one year. It did so to assure each school had one full
year of financial information. The LFA® sample of charter schools
is dso being used by the Auditor Generd in their current audit with
one exception.
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A dmilar gpproach was taken for a sample of public schools
started within the past two to thrgeas. Budget information wa
taken fom e&h of thepublic schools in order to aw a
compaison on a per $mol basis. The same objecodes from the
Utah State Office of Education accounting system were used in
orderto standardize the costs.

The objet codes used &re

300 Professional andethnia@l
400 Property Services

500 Other (Except Travel)

610 Supplies

641 Textbooks

644 Library Books

650-660 Periodicals, AV Materials
670 Computer Supplies

680 Maintenane Supplies
730 Equipment

750 Media Materials

These osts werenot audited andepresent the informigon
reported to the USOE from the school itself. These schools
represent a cross section of dementary schools and middle schools.
Enrollment numbers represent each first year enrollment levels.

A cdculation was B0 made usinghe same obg codes and
school, but using the totahpadty for each stiool. This method
was gpplied to both the public schools and charter schools.



Costs Calculated The average start-up cost per sudent for each charter school is

Using First Year $2,266 based ornirt yearenrollment numbers. Bée 1 below
Enrollment shows each charter school sart-up cost.
Table 1
School First Year Total Cost of | Average Cost
Enrollment Start Up Per Student
Number Using First
Year
Enrollment
Pinnacle 185 $283,700 $1,553
East 152 $618,821 $4,071
Hollywood
North Davis | 476 $1,112,508 | $2,337
Preparatory
Academy
Timpanogos | 349 $301,007 $862
Academy
City 60 $169,558 $2,825
Academy
John 160 $210,353 $1,314
Hancock
Salt Lake 117 $300,879 $2,571
Arts
Academy

Details for each school are listed in the appendix

The public school stem curently has an @erage cost pe
student of $1,440 based on first year enrollment numbers. This cost
also includes theasts of cadteias, yms, and otherdkilities that
may not necessarily be included in the facilities a charter schools.
Table 2 shows start up costs found in the sample of public schools.



Table 2

School First Year Total Cost of | Average Cost
Enrollment Start Up Per Student
Number Using First

Year
Enrollment

East 462 $674,840 $1,460

Meadow

Elementary

Foothill 479 $674,840 $1,408

Elementary

Orchard Hill | 584 $674,840 $1,155

Elementary

Wright 676 $892,319 $1,320

Elementary

West Point 1,087 $1,920,927 | $1,767

Junior High

Fort 824 $1,512,000 | $1,834

Herriman

Middle

Sunset Ridge | 780 $1,512,000 | $1,938

Middle

Daybreak 1,067 $675,000 $632

Elementary

Details for each school are listed in the appendix

The daa for public shools is differat than that for @hater
school. First, @hater school mayot have the sae failities
when @mparel with a traditional public school building. $ed,
public schools did not use a startlarethod for Bocatingfunds
to ead new shool. An example, of this varietf methods is that
one district will allocate theame mount of moneyor each tye
of school: elemetary, middle, or hi¢p school. Another district
might allocae moneyon the basis ofrdicipated eroliment

numbers.



Cost Calculated

Using Total

Capacity of School

Using total capacity for aschool the cost per-student reveas
not much diffeencein cost. Table 3 showsraaveage cost of

$1,153 per student.
Table 3
School Total Total Cost of | Average Cost
Capacity Start Up Per Student
Using Total
Capacity
Pinnacle 340 $283,700 $834
East 600 $618,821 $1,031
Hollywood
North Davis | 525 $1,112,508 | $2,119
Preparatory
Academy
Timpanogos | 505 $301,007 $596
Academy
City 200 $169,558 $847
Academy
John 185 $210,353 $1,137
Hancock
Salt Lake 200 $300,879 $1,504
Arts
Academy

Details for each school are listed in the appendix




The st for start up usinthe total capaty for apublic school
averaged $986 pestudent Table 4 shows the cost per school.

Table 4

School Total Total Cost of | Average Cost
Capacity Start Up Per Student
Using Total
Capacity

East 900 $674,840 $749
Meadow
Elementary
Foothill 900 $674,840 $749
Elementary
Orchard Hill | 900 $674,840 $749
Elementary
Wright 853 $892,319 $1,046
Elementary
West Point 1200 $1,920,927 | $1,600
Junior High
Fort 1,400 $1,512,000 | $1,080
Herriman
Middle
Sunset Ridge | 1,400 $1,512,000 | $1,080
Middle
Daybreak 812 $675,000 $831
Elementary

Details for each school are listed in the appendix

Usingthese two diérent calcul@ions the cost per student
varies somewhat.n the futurea standed way of cost peistudent
calculation would be helpful in order to get a more accurate cost
for stat-up costs.




Charter School Common Expenses
Calculated by First Year Enroliment

Timpanogos
Obj. Codes Common Expenses Pinnacle East Hollywood  North Davis Prep Academy City Academy John Hancock Salt Lake Arts Academy
300 Professional and Technical 3,594 110,516 236,385 33,025 30,100 25,199 53,335
400 Property Services 13,445 33,569 398,928 38,319 52,890 66,938 47,096
500 Other (Except Travel) 157,574 103,003 78,013 16,003 16,679 0 33,294
610 Supplies 27,003 46,349 117,003 44,695 25,526 62,173 54,863
641 Textbooks 24,141 31,967 91,343 0 7,066 42,190 0
644 Library Books 0 0 12,807 42,311 324 3,677 0
650-660 Periodicals, AV Materials 946 0 0 2,398 44 23 0
670 Computer Supplies 0 0 0 0 3,225 10,153 0
680 Maintenance Supplies 0 0 0 983 2,406 0 0
730 Equipment 56,997 293,417 178,029 123,273 31,298 0 112,291
750 Media Materials 0 0 0 0 0 0 0
Total $283,700 $618,821 $1,112,508 $301,007 $169,558 $210,353 $300,879
First Year Enroliment 151 152 476 349 60 160 117
Start Up Cost Per Student $1,878.81 $4,071.19 $2,337.20 $862.48 $2,825.97 $1,314.71 $2,571.62
Average for Nine Charter Schools $2,266
Charter School Common Expenses
Calculated by Total Capacity
Timpanogos
Obj. Codes Common Expenses Pinnacle East Hollywood  North Davis Prep  Academy City Academy John Hancock Salt Lake Arts Academy
300 Professional and Technical 3,594 110,516 236,385 33,025 30,100 25,199 53,335
400 Property Services 13,445 33,569 398,928 38,319 52,890 66,938 47,096
500 Other (Except Travel) 157,574 103,003 78,013 16,003 16,679 0 33,294
610 Supplies 27,003 46,349 117,003 44,695 25,526 62,173 54,863
641 Textbooks 24,141 31,967 91,343 0 7,066 42,190 0
644 Library Books 0 0 12,807 42,311 324 3,677 0
650-660 Periodicals, AV Materials 946 0 0 2,398 44 23 0
670 Computer Supplies 0 0 0 0 3,225 10,153 0
680 Maintenance Supplies 0 0 0 983 2,406 0 0
730 Equipment 56,997 293,417 178,029 123,273 31,298 0 112,291
750 Media Materials 0 0 0 0 0 0 0
Total $283,700 $618,821 $1,112,508 $301,007 $169,558 $210,353 $300,879
Total Capacity for School 340 600 525 505 200 185 200
Start Up Cost Per Student $834.41 $1,031.37 $2,119.06 $596.05 $847.79 $1,137.04 $1,504.40
Average for Nine Charter Schools $1,153




Public School Common Expenses
Calculated by First Year Enrollment

Obj. Codes Common Expenses East Meadow Elementary Foothill Elementary Orchard Hill Elementary Wright Elementary West Point Junior Hig h Fort Herriman Middle ~ Sunset Ridge Middle  Daydreak Elementary
District Nebo Nebo Nebo Granite Davis Jordan Jordan Jordan
Type Elementary Elementary Elementary Elementary Junior High Junior High Junior High Junior High
300 Professional and Technical 0 0 0 0 0 0 0 0
400 Property Services 2,300 2,300 2,300 250,425 383,685 0 0 0
500 Other (Except Travel) 0 0 0 269 0 0 0 0
610 Supplies 164,352 164,352 164,352 37,183 172,018 65,000 65,000 55,000
641 Textbooks 296,350 296,350 296,350 113,455 328,082 300,000 300,000 130,000
644 Library Books 61,000 61,000 61,000 43,509 56,507 100,000 100,000 45,000
650-660 Periodicals, AV Materials 0 0 0 821 51,864 0 0 0
670 Computer Supplies 10,000 10,000 10,000 0 718,739 20,000 20,000 10,000
680 Maintenance Supplies 4,581 4,581 4,581 0 56,524 0 0 0
730 Equipment 136,257 136,257 136,257 446,657 153,508 1,027,000 1,027,000 435,000
750 Media Materials 0 0 0 0 0 0 0 0
Total $674,840 $674,840 $674,840 $892,319 $1,920,927 $1,512,000 $1,512,000 $675,000]
First Year Enrollment 462 479 584 676 1,087 824 780 1,067
Start Up Cost Per Student $1,460.69 $1,408.85 $1,155.55 $1,320.00 $1,767.18 $1,834.95 $1,938.46 $632.61
Average $1,440
Public School Common Expenses
Calculated by Total Capacity
Obj. Codes Common Expenses East Meadow Elementary Foothill Elementary Orchard Hill Elementary Wright Elementary West Point Junior Hig h Fort Herriman Middle ~ Sunset Ridge Middle  Daydreak Elementary
District Nebo Nebo Nebo Granite Davis Jordan Jordan Jordan
Type Elementary Elementary Elementary Elementary Junior High Junior High Junior High Junior High
300 Professional and Technical 0 0 0 0 0 0 0 0
400 Property Services 2,300 2,300 2,300 250,425 383,685 0 0 0
500 Other (Except Travel) 0 0 0 269 0 0 0 0
610 Supplies 164,352 164,352 164,352 37,183 172,018 65,000 65,000 55,000
641 Textbooks 296,350 296,350 296,350 113,455 328,082 300,000 300,000 130,000
644 Library Books 61,000 61,000 61,000 43,509 56,507 100,000 100,000 45,000
650-660 Periodicals, AV Materials 0 0 0 821 51,864 0 0 0
670 Computer Supplies 10,000 10,000 10,000 0 718,739 20,000 20,000 10,000
680 Maintenance Supplies 4,581 4,581 4,581 0 56,524 0 0 0
730 Equipment 136,257 136,257 136,257 446,657 153,508 1,027,000 1,027,000 435,000
750 Media Materials 0 0 0 0 0 0 0 0
Total $674,840 $674,840 $674,840 $892,319 $1,920,927 $1,512,000 $1,512,000 $675,000]
Total Capacity for Each School 900 900 900 853 1,200 1,400 1,400 812]
Start Up Cost Per Student $749.82 $749.82 $749.82 $1,046.09 $1,600.77 $1,080.00 $1,080.00 $831.28
Average $986




CHAPTER FIVE
STUDENTS TRANSFERRING TO CHARTER SCHOOLS:
IMPACT ON DISTRICT SCHOOLS

Summary Anecdotes about students transferring from district schools to
chater schools iad back gain, prompted the égslature to ask the
following questions:

1. How manychater school students tmaferback to district
schools during the course of the school year?

2. What impacts do transfehave on district school when a
student transfs to a cheer sdool duringthe school gar

The transferof students betven district schools andharte
schools, or even from school to schooal, is difficult to track. Most
often onlythe sendingnd reeivingschools know that a student
transfe has taka place As a rsult, no comprehensiv&atewide
data eists that quantifies the number of staotiansfes ocairring
in a gven year

In an efort to answethe qustions above, the @¢e of the
Legslative FischAAnalyst conductedrainformal poll of fifteen
district schools. Theselswols provided some csoryinformation
on number ad impact of district school to ctiar stool student
transfers. The responses from the surveyed schools, dong with
methodology maybe found in subsequoesections of this chapter

Tracking Student The traking and rgorting of students transfeng betwea

Transfers public schools (district schools éhater schools) arurs & the
most local level - between schools. In the mgority of instances,
only the sendin@nd reeivingschools know that a studentrisder
has taken place. No state-wide or school district information exists
that compaattively repots student transferin a gven school gar

The Utd code vedfies the loal natureof student transfs
between public schools. State statute requires that Quithin 14 days
after enrolling atransfer sudent, a school shall request, directly
from the studerg'previous school, sdified wpy of his reord.®
Statute indicates that the receiving district is responsible to obtain
student reards in a timelynmanner
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Impact on State
Revenue Allocations
when a Student
Transfers Schools

Prior-year Plus
Growth Distrbution
Modél

A student transfemaypositivelyor negtively impact the
allocation of State Minimum School Prograevelues to a district
school or chaer sdool. The leveof impact depeds on when the
transfe ocaurs duringthe school gar, and the owall number of
students transferring in or out of aparticular school.

In Utah, school districts ceivestate reenues undea @rior-
yearplus gowthO distribution model. The pri@ayenroliment
acts as the basis for dlocating state revenue. School districts
recive alditional state revaue depeding on the adual student
growth. Utah ode states thau@der pior yearplus gowth,
kinderaarten throudn gradel2 aveage dailymembership fothe
current yearis based on thectual kindegarten throudh grade12
avelage dailymembership fothe preious yearplus an estimated
perentag gowth factor.® The gowth factor represats the
(percentage increase in total average daily membership on the first
school dayof Odober in the arrent yearas compied to the total
avelage dailymembership on tharét school dayf Odober of the
previous parC

The State Gice of Educaion finalizes district enroliment
numbers shortlyollowing the Octobeenollment count. Special
educdion enrollment counts afealized following & enrollment
count in Deember These ocunts becomes the $ia for reeiving
state reenues dér the atire school gar

Following the Octobeenollment counts, edicschool district
or chater sdool reeives anonthlyallocation of stateevenue.
The USOE orrects for any errors in estimating $mol district or
chater school aroliments following theéctoberenrollment count
for reqular education progams. Afer the Rzcanber spe@l
educdion enrollment count, the USOE alsariects for any
estimate errors. These adjustments occur through atering monthly
allocations and d$ettingdistricts or chaer schools that ceived
too much or too lité revenue dung thefirst few months of the
school yar Finally, a ten dgirule provide that following te
consedative unexplained absees a student is no loaginduded
in the aveage dailymembership count dhe school.
Consequently, an adjustment to the school@ ADM count occurs in
the subsequentBool yearthroudh a lowerOprioreal® base
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Student Transfers
May Impact Reenue
Allocation

Impact of Transfers
on Schools

Two Scenarios

Transkring studats gaerdly do not have aoticeablempact
on school reveues. Trditionally, student transfe havea
tendenyg to equalize over theourseof a stiool year With the
increase in barte school ensliment, reports that student traews
no longe equaout over the aurse ofa school garhave
increased. Aecdotareports of sigificant impads have merged
and prompted thkeegslature to rquest answs to the questions
listed at the bagning ofthis chapter.

The levé of revenue impact on district school depends on
when the @nsfe ocaurs and how may students transfe Many
district schools argue that student transfers have increased as a
result of nev chater stools in the areand trasfers no longe
equalize ovethe couse of the doool year

The followingrepesent two wgs in which fundingor a
district school maye impactd by students transfeng to a
chater school. Thecenaos arebased solelpn the prioryear
plus gowth model and do not peesat actual ocurrences.
Although thee scaarios view tansfes from adistrict school
perspetive, theyalso impact chéer stool finance in roudnly the
same Wy

¥ Before Shool Begins Simply, a student eotled last yar
does not enroll in the ciant year Since the student wa
enrolled in the prior-year, he/she is included in the base
enrollment count. Assuming that another sudent enrollsin
placeof the traasfered studentgnroliment stay flat), no
revenue impact should oac. A gowing school maynot
reeive & much OplusgvthOudnding & anticipated duto the
transfering student. A school tang excessive student
enrollment loss is held harmless through provisions outlined in
the Minimum School Program.*

¥ After School BeginsA student erglls in the district school at
the begnning ofthe school garand trasfes to a diffeent
school (chéer stool or anothedistrict). The timing ad
guantityof students transfeng becomegreder fectors in the
level of inancial impat

Students transfang out of a district school prior to the

Octobercount ceatethe most noticeable impaclf a cdharte
school opens lates¢veal weds afterthe district school),
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Determining Funding
in a Charter SchoolOs
1% Year

School Transfer
Survey -

District Schools
Report on Impacts
of Student Transfers
to Charter Schools

parents mayopt to enroll their students in the district school
and wait for the charter school to open. In these early weeks,
the district school contracts with staff and provides services to
educde the numbeof students that havenrolled in the dwool.
If a sighificant numbeiof students transfeut of the district
school afte the district contreted br sewices but bedre
enrollment counts providadditional OplusgwthOunding, a
situation arises in which the district school likell not
receive sufficient funding to cover contracted services.

Students that transfeut of a district school followinthe
Octoberl count havéess of aihancial impaton the curent
yearoperdion of a district school. Ondée annukfunding
level is detamined, based on th@ctoberl count, the annlia
allocation does not change until the next year. The ten day rule
takes #&ect and aransfe student is not included in the ADM
base ér the net year

The state daenot alter Minimum &hool Progam rezenue
allocations to school districts on a monthbsis. The Qober
count beomes the basis fanonthlyallotments made throagut
the year These Botments genelly do not chang much ovethe
courseof the year In allocatingthese funds to district schools, a
school district may opt to dter funding more often to accommodate
for transfering students.

During the first year of operation, a charter school receives its
monthly Minimum School Progam allocéion based on anticiped
student enrollment. The USOE adjusts a charter school @ monthly
allocation bas# on actubenrollment as véfied by the Octobel
count. During the second year, charter schools receive monthly
allocations baskon the prioryearplus gowth model.

Since no comparable information exists on student transfers,
the only way to assess potential impacts is to ask the schools
involved in a student transte Seveal district schools weraske
to participatan a surveyn order to ber undestand the potential
impacts of students tramsfing to darte schools.

The Ofice of the Legslative FischAnalyst conducted the
surveyduring October2006. hformation providd throudn survey
responsg do not reprgent a statisticallpcairatesample. Survey
responsg provide informaon on the specific)periences of

5-4



Methodology

Location of Surveyke
Schools

Charter Schools that
Opene During the
2005-06 School Year

schools involved in the transfef students to chiter sdools.
Information fom different schools magroducedifferent
response. Howeve, the infomation provided byhe surveydoes
increase understanding of potential impacts on district schools
when students tresferto a chaer sdool.

The qustions posed bthe Legslature rguested infanation
on the impact in district schools of student transto cheter
schools. Fothis reason,ltarteg schools wee not includd in the
school survey

District schools were selected based on their geographic
proximity to a chaer sdool that opened dung the2005-06
school yar The 2005-06 $wol yearwas tiosen beause a
significant number of charter schools began operation, these
schools wez locded througpout the state (dnough most wer
located in Utah County), and it provides arecent full-year example
(instead ofa patial yearfor sdiools openingn 2006-07).

Charterschools openedithin the traditional boundaries of
seven school districts during the 2005-06 school year. These
districts include: Alpine, Cach®avis, Graite, Iron, Jordan, and
Nebo. These districts provide afairly good geographic
representdon of the state.

During the 2005-06 schookar, elevan chater school
opened in the $wol districts Isted above These bartas
represent atotal enrollment of 4,522 students. Charter schools
opening in fall of 2005 include:

Charter School Boundary District
Lincoln Academy Alpine
OdysseyCharterSchool Alpine
Utah CountyAcademyof Scienes Alpine

Thomas Edison Chart&chool - South Cache

Wasatch Peak Academy Davis

Beehive Science & Technology Academy | Granite

Success Aademy Iron
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Navigator Point Acadey Jordan
North Star Aademy Nebo
American Leadeship Acalemy Nebo
Reagn Aademy Nebo

Fifteen district schools wercontated ove the ourse of

District Schools the survey. Contacted schools include:

Survegd
District School School District
Greenwood Elenentary Alpine
Manila Elementey Alpine
Pleasant Grovédunior High Alpine
Mountain View Hidh School Alpine
Nibley Elementay Cache
Orchard Elementary Davis
Evergreen Junior High School Granite
Cedar Hgh School Iron
Bluffdale Elenentary Jordan
Oquirrh Elenentary Jordan
South Hills Middle School Jordan
Canyn Elementar Nebo
Westside Elementary Nebo
Spanish Fork Junior High Nebo
Spanish Fork Hilg School Nebo
O T T
Questions asked district schools to respond to sx questions that tried to

assess the impaof students transfeng to chater schools.
Information obtainedrém the school sponses malge found
below.
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¥ For the 2005-06 school year, was there a noticeable decline in
the number of students enrolled in your school due to sudents
transferring to a charter school?

Responses nged from no student transfeto around 150
students transfeng. Threeschools repded Owvg fewO or a
Osmall decline.BEive stools reportd transfes of morethan
20 students.

¥ Did gudents transfer as a general block (over the course of a
couple of weles regardless of grad@y over the ourse of the
school yar?

Seven schools sponded to this question. All reported that
students left in a block (fleed a within a couple of eeks)
Two of theseschools noticed that some students tremsd
over thecourseof the year- primaily in three bloks: (1)
before school bgan; (2) mid-Septaber; andJ) at the ad of
the chater sh00l0s first semesigeturningto the district
school).

¥ |If students transferred in a general blockhat tme of yar
did this occur? Before Qaber 1?

Most students transfed at the bginning ofthe school garor
a coupleof weeks afer school bgan. Manyschools repded
that students wer®no-shows.These studes regstered the
prior year but did not enroll in the district school.

Severaschools mentioned that transdecoincide with the end
of the ¥ quarte in the district school orharte school.

¥ |If students transferred as a general bleakhat general
impacts did this have on the school?

Some schools repoddhat theravas no noticable impaton
the school due to students traarghg to darte schools.
However, the majority reported some impacts - particularly in
faculty allocations to schools anthss sies.

A few schools reported that parents will @ual enrollCtheir

student (eroll in district school until charteschool opens)
This makes it difficult for thelistrict to allocate stéf
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Conclusion

Counselor time was impacted in secondary schools. Students
registered for classes but did not show up on the first day. This
required counselors to re-work class schedules, track students
that did not enroll, and work outedit rgporting problems for
students returningnid-yearto a district school.

Did any students rergoll in the school after attending a
charter school for a period of time, but before thd ef the
school year? If s0, approximately how many students
returned?

Seven schools parted that some studentsumed to the
district school. Two schools did not haveyatudents return.
Returningstudent numbers mge from 4 (or fever) to more
than 75. Most reportethat 4 or 5 students renad.

A couple ofschools repaed impacts ass@ted with re
enrollingstudents that transfead&k. Primarilythese issues
revolvearound theguality of records k@t on crelits earnd by
charter schools. Some returning students lost credit due to
insufficient veification of credlits earnd.

In one instangea school rported that the districtsémates
indicated the dwol would lose 100 students and cuttes
allocations to the school. When charter school students
transfered back to the district sool, afterOctoberl, the
school did not haven®ud teabers ad its budgeallocation
did not provide for theeturningstudents.

Responses to the survgyestions abovepafirm that the total

number of studets transfeing betwea school districts and
charter schoolsin Utah is largely unknown. Each local school is
responsible for maintaining these records. Schools participating in
a survg provided asnapshot assessment of thember of studs
transfers between charter schools and district schools. These
schools also used thexpgeriences to deonstrate potential
impacts on district schools when students teansf harte
schools. Reported impacts ranged from o noticeable impactCto

more noticable dfects that resulted in the+dlocation of teahing

staff, inaeased worklods for faculty, and lager dass sies.
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1. Utah Code S¢ion 53A-11-504.
2. Utah Code Sdion 53A-17a-106.
3. Ibid.
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CHAPTER SIX
CHARTER SCHOOL ASSETSAND LIABILITIES

Summary Charterschools ara rdatively new onstruct with developing
law. Thestatus of the tationship betweenharte schools and
their chartering entities directly affects respective liabilities:

¥ Some states dlow charter schools to be established as highly
independat lecal and fscal entities.

¥ Some states allow char stools to be constituted as an
extension, subdivision, or arm of their chartering entity.

¥ Many state chder stiool enablingstatutes haveotused more
on cratingoperdional independergfor chater schools than
theyhave on larifying thelegal status of the paes to the
chater.

The brod lecal question that coeens the sta and skool
districts is to what eent arechatering entities responsible fa&
chater schoos fadliti es and opations?Liability is a broad Igal
term that includes dl the debts, legal obligations, claims,
responsibilities, statutoniolations, and duties relatirig the
facilities and operations of a charter school.

Thereareseveal legal theorie or tools that magroted the
state or aother darteing entity from vicaious liability for the
facilities or operations of a charter school:
¥ desigqatingthe school as ocal eduation agncy(LEA).
¥ requiringorganization as a nonptibtorpordion.

¥ providing powes to a cheer sdhool that demonstrate its lkeg
independace.

¥ providing statutory clauses to shield or limit liability.

¥ prohibiting the barte school fom exendingthe fath and
credit of the chartering entity to any third party.

¥ requiringchater schools to obtain insurasc
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Background
Inf ormation

Charter School
Legal Status

¥ preserving governmental immunity for charter schools.
¥ using memoranda of understanding.
¥ requireindemnification.

Becauseof the anbiguities surroundinghe liability of
chartering entities, there are several areas where Utah's public
policy and statutoryaw should belarified in legslation.

Part of the balleng of aeaing stool fadliti es forchater
schools is to geerdly confom to land use and zoning
requirements, building codes, and health and safety requirements,
whether they construct new buildings or make renovations to
existing structures.

Utahs chater school statutes do not cemtly specifythe
procealures or closingthe school, whiber the tosure of the
chater school is voluntargr be@use ofa chater revocdion.
Clear temination procedwas should be edibshed befoe a harte
school, its chartering entity, and the school's creditors are actively
involved in a controversy.

Charterschool deviepers, opeators, and ltarteging entities
encounter challenging legal issues in starting and running their
schools. This chapteliscusses sexa policyand le@l aeas
relaing to chater shools, charteng entities, and the state,
including howthe réationships of these piags aredefined and
related facility, operational, and liability issues.

Within the State System of Public Education, charter schools
are arelatively new construct with developing law. The passage, in
1998, of the initial chaer school eablinglegslation' established
the foundation and framework of charter school statutory law in
Utah. Beginning in 2000, twenty-one hills* have substantively
affecta chater schools, not includingther bills that havereaed
progams foror regulated tralitional public schools and char
schools alike.

Before analysis of liabilities can be performed, it is first

necesaryto discuss the nature thfe réationship betweenharte
schools and theirarteing entities. How chider sdools are
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How charter schools
are legally defined
directly affects related
liability issues

There are two basic
models of charter
school-sponsor
relationships

Some charter schools
are highly
independent with a
legal status separate

from that of the
chartering entity

Other charter schools
have little or no legal
and fiscal autonomy

legally defined directly affects related liability issues.

A chater, in the most basic gse of the ten, is a gant of
permission to engage in some sort of activity. As it pertainsto
charter schools, acharter is the legal document that authorizes a
group or individual to own and opsea public school. Unde
Utah law, achater seves as d&inding witten contratual
ageanent betwee the chaeringentityand the barte school
developes, speifying theterms of theirelationship®

The «act le@l status of chéer stools depends on the
specificterms of the stateaws undemhich theyareestablished.
Nationally, therearetwo basic models ofnarte school-sponsor
relaionships. Under both models, ctearschools i@ gantel much
operdional independerg; but the models diffeon the dgreeof
legal separation from the chartering entity.

In some states, charter schools are established as highly
independent legal and fiscal entities with alegal status separate
from that of thechatering entity. These dtools enjoya wide
degeeof autonomybut areresponsible to maga their ow legal
and financia affairs. For these type of charter schools, the issue is
how the indepedent chater stiool will handle liabilitybetwea
the school and its charing entity, espeially when the barte
school operates outside the parameters of its chartering entity.

In other states with more restrictive legislation, charter schools
may have little or no legl and fscal autonomyln such states, a
charter school is typically constituted as an extension, arm,
subdivision, or instrumentality of its chartering entity. These
chater schools gneanlly enjoylittle opeational autonomybut are
responsible foa much shortdist of issues. The assigent of
liability should not be much of an issue these tge of harte
schools beasse theyoperae within the legl jurisdiction of the
chartering entity.

Some gates have not clearly indicated which modd their state
has adopte. Manystate chder sdiool laws containa@nflicting or
inconsistent sections and provisions with respect to the two models
descibed above Also, manychater school rablingstatutes have
focus@l more on eding opeational indepadencefor charte
schools than thelgave on larifying thelegal status of the paes
to a chater. Qperdional independercmayseem to provideharte
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Many state charter
school enabling
Statutes have focused
more on creating
operational
independence for
charter schools than
they have on
clarifying the legal
status of the parties to
the charter

schools with virtually dl the legal powers of an independent entity,
but that does not clayifwhetheror not theyarelegally formed &
sepaate atities. h other wods, it is often not clear erea
chater schoos liability ends and thdistrict or stats'begns.

The Utd CharterSchools Act contains mamyovisions that
provide opeational indepedencefor dl charte schools. Br
example, chaer schools in Utahra exempt from manyf the
requiranents applicabléo traditional public schoofs.In addition,
the Legslature has outlined the pposes of barte schools in Utah
by statute.> Those purposes encourage and direct charter schools to
generdly innovate, use different teaching methods, and establish
new models of public schools.®

The Utd code sems to assume that haste school should be
treated as alegally distinct entity, especialy for those schools
chatered bythe State Charte3chool Boad. For district chatered
schools, however, there are fewer satutory references that clearly
explain the relationship between the charter school and its
sponsoringschool district. The detmination of whethelocd
chater schools mape esthlished as legl entities that are
independat of their chaeringdistrict seems to be Iketo the local
chater.

For chater schools lsarteed bythe State Charte3chool
Boad, the schools k& additional opetional and legl
independence from the state because the state doesn't maintain
local school facilities or operations. The state may, however, retain
liability to the extent that a state chartered school has not clearly
and consistentlpeen ceded and trated 8 a sepateindependst
legal entity. The final analysis of state responsibility for any of its
independat entities also needs to include politicahsiderations
and moraresponsibility If state tarteed stools are losed or
becomansolvent, poliical pressure will surel\pe plaed on the
Legslature to makersy aggrieved parties whole

For district chatered schools, liabilityissues areven moe
complicated.h addition to having thpotential liabilityclaims and
moral responsibilty like those desdred in the last pagraph br
the state, adistrict must darify if acharter school is legally
independent or is an extension of the district's operations. Utah's
charter school statutes should probably be clarified to aid those
school districts who would like to establish deaischools. The

6-4



The broad legal
question posed that
concerns the state and
school districts is to
what extent are
chartering entities
responsible for a
charter school's
facilities and
operations?

What Constitutes
Liability?

There are many
examples of potential
claims against a
charter school

Liability f or
Nonconpliance
Lawsand
Regulations

current ambigities in the law coupled it liability concens may
make shool districts reluctant to appre district cheter shools.
If thereis alegidlative desire to see more locally chartered schools,
the statutes may need to clearly differentiate the regulation of state
and district chartered schools and dlow districts more flexibility
and protection as a chartering entity.

Regardless of its cause or source, the many ambiguitiesin
chater statutes ofteconfusehose cheged with administerin@r
overseingchater schools. The is ofte a tension betven a
chartering entity's desire to provide its charter schools with
operational independence, but to preserve its oversight authority
for otherpurposes. Neerthdess, the bradlegal question posed
that concens the stateral school districts is to what &t are
chartering entities responsible for a charter school's operations?

Liability is a le@l condusion that repreents the appli¢@n of
avery complex set of legal doctrines and is commonly used as a
broad legal term. Liability has been defined to include al the debts,
legal obligations, claims, responsibilities, and duties of an entity.’
More specifically in the context of chartering entity liability,
vicarious liability means theithposiion of liability on one peson
for the actionable conduct of another, based solely on arelationship
betwea the two pesons.®

Liability claims ca be ceata throudn debt, injuryloss, or
dama@ in anymannerconneted with a cheer stool's Bcilities
and operations. Legal theories that are used to create liability
claims argorts, nefjgence, bead of contrat, and onstituional
and statutory violations, particularly those with civil rights
implications. Btential examples of claims aigst a chder sdool
could be bodilyinjury, personhkinjury, death, popertyloss or
damage, child abuse, athletic incidents, vehicular incidents,
employment claims, civil rigpts claims, lease violations, lah of
service contracts, and debts.

Besides the eéminal and civil laws applidale to all persons
and or@nizations, a chger school ha additional laws to follow as
a public eduational entity Manyschool statutes cage ordefine
potential civil rights claims. flviolated, theséaws rase issues of
vicarious liability for the stge or aschool district as aharteing
entity. Besides the state lasnand rules,ltarte schools a subjet
to federal laws, including the following:
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¥ Federd satutes prohibiting discrimination (the U.S.
Depatment of Eduations Office for Civil Rights monitors
compliance of schools and enforces these), including:

I Title VI of the Civil Rghts Act of 1964

I Title IX of the Eduation Amendments of 1972
Charter schools must

comply with I Section 504 of the Rehditation Act of 1973
numerous federal
laws I Age Discimination Act of 1975

I Americans with Disabilities Act of 1990

¥ ImprovingAmerica’s Schools Act of 1994AISA) (authorizes
most major fedal education progams, includinghe falerd
chater schools ants progams).

¥ Individuals with Disabilies Eduction Act (IDEA) (governs
services to special naks students).

¥ No Child Left Behind Act of 2001 (NCLB) (the newest
reauthorization of the Elementagnd Seconds Educaion
Act (ESEA)expands the fedal rolethroud its measures that
were desiged to drive bwad @ins in student achiereent and
to hold states and schools moce@untdle for studat
progess, specidly for disadvataged students).

¥ The Family Educaional Rights and PrivacAct (FERPA)
(protects the privacy of student education records and applies to
all schools that rexive funds undermapplicablgorogam of
the U.S. Depdment of Eduation).

¥ The Protection of Pupil Rights Amendment (PPRA) (protects

Violations of federal the richts of parats and students and applies to pangs that
statutes may raise reeive unding fom the U.S. Depément of Eduation,
issues of vicarious including m&ing instrudional materials avkable for

liability for the inspection byparents and requing written paratal consent
chartering entity before minor students are required to participate in certain

surves, analgis, or evalugons).

The omplexty of complyng with all those fedexd statutes and the
risks of liability for violations maymake aschool district reluctat
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Various legal theories
and tools may shield
or limit vicarious
liability

Designation as an
Local Education
Agency (LEA)

Designation of a
charter school as an
LEA may limit certain
responsibilities of its
chartering entity

to chater schools unless the district is asdut®at the chaer
school will be leglly independst and liable foiits own
operdions.

Whether originating from the operations of a charter school, its
obligations such as leases, or from constitutional or statutory civil
rights claims, remedies will be sought against each potential party
with resoures. Liability deteminations require thapplication of
facts to diverse and complicated laws and judgments are ultimately
assigned to the legally responsible entity. Therefore, it is difficult
to provide concrete conclusions concerning the liability of the state
or school districts fortarte schools without the befieof
specific facts.

An important part o& liability discussion is the various l&g
theories and tools that may shield or limit vicarious liability. While
no single theory or tool may diminate liability concerns, carefully
crdted lans mayprovide lagrs ofprotedions for chatering
entities.

The aeaof federd special ducation laws mvides one model
of locd responsibilityfor compliance. Thdéedeal governmaet
requires a locaeducaion agencyto be reponsible for providing
special education services a each public school. In Utah, by State
Boad rule, alocal eduation agncy(LEA) meais a locaboard of
educdion, combination of school districts, other dd#lg constituted
local school athority havingadministrative controlrad direg¢ion
of free public education within the state.® A charter school is
deemed to be under the control of the local education agency
(the darteing district) that authorized the atter, unless the
chater school is leglly established assepaate locheducaion

agency.

The Utah code doesn't deal with this LEA issue. By State
Board rule, however, a"charter school application shall designate
the type of darte grantal and the aticipated LEA status of the
charter school."*® The charter school gpplication is aso required to
include "a description of the methods the gpplicants shall use to
complywith its oblgations as an EA.""* So, if a chaer sdool
satisfies the conditions found in the State Board rules, it will
participae as docal eduational agncyand shall be demed a
local educational agency for the purposes of compliance with
federal specia education law and for digibility for federal and state
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The LEA model may
be extended to other
areas to clarify legal
status and limit
vicarious liability

Charter School
Organization asa
Nonprofit
Corporation

Legal status may be
clarified by requiring
charter schools to be
organized as
nonprofit
corporations

special education funds.

The LEA model may be extended to other areas to clarify
chater school legl status, requirexplicit local responsibilty for
chater school op&tions, and limit vicarious liabilityFor
example, most charter school reports are submitted to the State
Office of Education, not to a chartering district. The Statutes could
be claified to indicateultimate responsibilitgo that a chréering
district would not be left with liabilityor reporting but with no
way of knowingwhetheror not repais have ben submitted or
submited on time. ndependet district charteed s@ools could be
responsible fotheir own r@orts, and an instrumetits chater
school could makeesponsibilityarangements with the district
throudh its charteor other mans discussed in this chapte

Incorpoation is another tool that could afg legal status and
proted a chateringentity. In states wher chater sdools are
highly independset lecal entities, chder stools are déen rejuired
to be constituted as indepmient coporations. Foexample:

¥ InIdaho, ‘A public chater stool shall be orgnized and

mana@d undethe daho nonpraf corpordion act. The baa
of directors of apublic charter school shall be deemed public
agents authorized ba public school district, the publibarte
school commission, or the state baf eduation to control
the public cheer sdool, but shall function independentdy
anyschool board ofrustees in angchool district in which the
public charter school is located, or independently of the public
chater school ommisson except as provided in thharte."*

¥ |In Minnesota, all chiéer stools must be constited as
independent non-profit or cooperative corporations.*®

In states wherchater sdools are nota@nsidered to be
independent legal entities, by way of contrast, a chartering entity
may not have the obl&@tion or option of incorpatingits charter
schools. Foexample, in Visconsin, chder schools must be
constituted as alegal arm of the school district.*

In Utah, statutes neithezquirenor prevent a tarte school
from organizing as aonprofit coporation. Prospéiwe chater
schools, howevear enouragd or equiral by chatering entities
to become aonprofit coporation duringhe applicdon and
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approval process.

The Legidlature should darify the incorporation requirements
for Utah charter schools. Unless there is adesire to prevent legally
independent charter schools, there are a couple of policy arguments
that favor using the nonprofit corporation status to limit liability
concens. hcorpoation of a barte school protets its charteng
entity becaise it provides notice to outside fies that the new
chater school haactully been lgally created & a sepateand
independat entity. Another beefit of acorpoate struture is that
it also gives the cheer stool the powes and authoritprovided
under theappropiate state arpordions statutes, including the
provisions of Utah codgitle 16, Chapter Gahe Utah Revised
Nonprofit Corporation Act.

If chater sdools are aganized as nonpritfcorpordions, that
structure does not supersede their status as "public schools within
the stata public eduddon system™ The Utd code dog provide
that an émployee ofa chater stool is a public emplae ad the
governingbodyis a public emplogr in the smme manneas a loal
school boarddr purposs of tort liability."® The potential issues

Organization as a arising from the status of a charter school as both a nonprofit
nonprofit corporation corporation and a public entity can be further darified in satute
does not supersede universallyor for specifiel purposes bthe Legslature.

status as a public

school In additional to corpota status, the powgigantel to chater

schools maye used sievidene to demonstrategal
independace ad therdy limit vicarous liability. If chater
schools exercise the significant powers that are generally
associated with independent legal status, including the ability to
sue and bsued, pursase poperty employpersonnk and
Independent Legal contract, then thoselarte schools maye agued to be anstitued
Status Through as le@lly independat entities.
Granted Powers
Some date charter school provisions are as follows:

¥ Idaho provids that "Apublic chater school mague or be
sued, purbase, ecave, hold and conwered and pesonal

Charter school propety for sdhool purposes, and bow moneyfor sud
powers may be used purposes, to the same extent and on the same conditions as a

to demonstrate legal traditional public school district, and its empé@g, diretors
independence and and officers shall enjoy the same immunities as employees,

limit the vicarious diredors and ofters of traditional public school districts and

6-9



liability of the other public schools . .*™
chartering entity
¥ North Carolina Bbows that "Theboard ofdiredors of a barte
school maysue and bsued.™

In Utah, the State Charter School Board is given the explicit
authorityto "contrad¢" and "sueand be swuk"® Those powes may
be implied for individual chaer stiools throughout the tdh code
but they are not expressly granted in the charter school satutes.
State and district charter schools are often assumed to be legally
independat, but if this 8 Utahs public policy then it should be
clarified and detailed in the charter school statutes.

Statutoryclause that limt liability mayalso shield vicaous
liability claims against a chartering entity. Some examples of gate
provisions are:

¥ North Carolina provides that "No civil liability shall atach to
anychateringentity, to the State Bad of Eduation, or to any
of their membes or enployees, individuallyor colledively, for
Explicit Clauses that anyacts or omissions of the ater shool.'®
Limit Liability
¥ |daho provides that achartering entity "shall have no liability
for the acts, omissions, debts or other obligations of a public
chater school, ecept & maybe provide in the chaer.'®

¥ Some states do not expreskgit the liability of a darteing

Statutory clauses that entity by statute, but require the charter school petition to

limit liability may consider liability issues:

shield vicarious

liability claims I California rejuires the barte school petitioners t@tovide

against a chartering information rgardingthe proposed opation and potetial

entity effects of the school, including, . . . the potential civil
liability effects, if ay, upon the school and upon thehool
district."®

I Wisconsin requies the barte school petition to include a
desciption of the "dfect of the stablishment of the chizr
school on the liabilityf the school district®

¥ Utah does not use a shield gpproach for the chartering entity,

but does ddare chater school indepelenceby providingthat
"The gverningbodyof a darte school and thechool are

6-10



Prohibition s on
Extending Faith and
Credit

Civil Liability and
Insurance

Charter school
insurance
requirements are a
protection for
chartering entities
and others

solely liable for any damages resulting from alegal challenge
involving the opeation of the sizool."*

Another wayto limit a chateringentitys exposure to potential
vicarious liability claims is to prohibitite chater st ool from
extending thedith and cedit of the barteing entityto anythird
party. Statutes or chtars could povide that a karte school has
no authority to enter into a contract that would legally bind its
chartering entity. A charter school could aso be limited in its
authorityto contrat by the amount of funds obted from the
school district, or from other independent sources.

Charter school insurance requirements are al'so used as a
protection for chartering entities. While insurance does not really
limit liability, if claims aise aginst a chder stiool, insurance
maybe used to satisign agrieved party

An insurane settlement &m a chaer sdool mayprevent or
limit potential vicaious liability claims aginst the chidering
entity or against school empl@es orindividual charte school
board members. Insurance may aso preserve the financial viability
of alegally independent charter school with aclaim againgt its
facilities or operations.

A brief description of state requirements for charter schools to
obtain insurance follows:

¥ North Carolina equires that the State Boed of Edu@tion
shall adopt rules to establistasmnableamounts and pes of
liability insurancehat the boat of dired¢ors shall be mguired
by the charter to obtain."* Compliance with those rules is
requiral to be included in theharte.

¥ Idaho rguires a publicltarte school to Secue insurane for
liability and propgy loss.”

¥ Wisconsin requies the barte school petition to include a
"description of the schookbfilities and the fyes and limits of
the liability insurancethat the school will cay."*’

¥ Utah requires a barte to include how the school will provide

adequée liability and othelappropiate insurane forthe
school, its governing body, and its employees."? It dso
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provides that "A charter school . . . may participate in the Risk
Management find upon the appval of the stateisk managr
and the gverningbodyof the darter school.®

Charterschools established purswao Utahs chater school
law ae public entities and, thus, thayeentitled to immurty from
liability for daims that would be bagd undethe Govenmental
Immunity Act of Utah, absent the gpplicability of one of its
exceptions? Charteing entities need to ensutbat chatering
documents, othergeeanents, and theciions of gvernmatal
actos do not result in an unintentional waive#rgovernmatal
immunity protections.

Liability and In many states and localities, charter schools enter into separate
Govenmental agreements from their charter to clarify relationships,
Immunity responsibilities, and liabilities of the charter school and its

chartering entity. These Side agreements are sometimes referred to
as memonada of undestanding(MOU). Also, in states where
chater schools i@ @nstitued to be a extension of the chigring
district, chaters schools oftedo not enter into arfprmal
incorporation or establishment process, but rely more on the less
formal memorandum of understanding with the chartering entity.

Memoranda of

Under standing MOUs maybe one othe best wygs to clarifychater school

(MOU) status and fix ambiguities in statutes, theriinyting dharteing
entity liabilities. Some advdages of MOUWs arethe flexibility they
provide the parties. MOUs dlow the parties to act quickly or to
customiz remedies to their individual citenstances. A MO
also alleviats the ned for ather a darte modification or
statutoryamendment biegslation.

A statute or barte could rejuire indemnificéion through a
hold harmless agreement between a charter school and its
chartering entity. The goa of indemnification is to make a party
who has or wuld suffera loss whole bpayment, replaemaent, or
repar. Such an greanent could provide thdo the exént not
coveed byinsuranceor othervise bared bygovernmatal
immunity, the charter school agrees to indemnify and hold its
chatering entity harmless fom all liability, claims, demandsnd
debts.

Ind emnification

The vdue of ax indemnification ageanent would be limited by

the finandal resouces ofthe chater shool. Expanded Kernatives
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besides individual indemnification megments could bexplored,
including thecreation of a eseve fund orother pooling
arrangements. Regyrdless of the vehie used, theraangement
should include a provision that amgdemnification provision may
not be consided a elinquishment or waivesf anykind of
applicablelimitations of liability including thoseprovided by
governmental immunity.

The theories and tools described aove are important liability
protedions, but pacymakes should also consider the importanc
of the ned forchater schools to maige risk and limit potential
liability claims aginst themselves and thehateringentities.
Trainingand resourcematerids from the State Chart&chool
Boad, its staff, ad other gperts réating to theseomplicated
issued can bmvaluable to chider shools and their chigering
entities.

This discussion of charter schools' legal status, relationships,

Prevention and and liability issues may have raised more questions than it

Training resolved. @neal liability conclusions ar difficult to provide
becaise most of the led andysis with these issues depends on the
application of omplexlegal doctrine to specific &cts. Chaer
school law in general and relating to liabilities is dso still
developing A number oflecal theorie or tools have e
descibed that maye used to proté chatering entities from
liability for charte schools. Additionallybecase of the lgal
ambiguities surrounding the liability of charter schools and their
chateringentities, this chapter balso indicated serd areas

Conclusion where Utah's public policy and statutory law should be clarified in
legislation.

Findinga suitable feility is one of the most difficult tasks
faced bya chater sdool's bunders. Tomede classooms and
other school facilities, charter schools have to generally conform to
zoning requirements, building codes, and health and safety
requiranents, whethetheyconstruct anew buildingor make
renovdions to an eisting structure

Around the nation, statutes uniformly require charter schools to

confomm to the same h#h and safty standardsstraditional
public schools! Federd law also rguires compliane bydefining
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Health and Safety a charter school as one that adheres to "al gpplicable Federal, State
Requirements and and locahealth and daty requirenents.®
Building Codes
While the basic rules of having charter schools comply with
health and daty requireanents aremostlysimilar, seerd
variations of the requirements exist anong statutes:

¥ By statute, Utah somewhambiguouslyrequires that a Ehater
school shall meet all applioke federd, state, and loddnealth,
safay, and civil richts requirenents.®

¥ North Carolina mizhes barte school rguirements to those of
traditional public schools bsequiringthat a thater school
shall meet the santeealth and daty requirenents require of
a locd school administrative unit*
Nationally, charter

schools conform to ¥ Wisconsin allows mordéxibility in this area byequiringthe
the same health and chater schoos petition to nclude the procelures that the
safety standards as school will follow to ensure the héh and sadty of the
traditional public pupils.'®

schools

The failities in which a chder sdool provides its edutianal
services must meet miniom requirenents as established in the
chater school law In Utah, the statute onfyrovides the bef
requirement that a"charter school shall meet dl gpplicable federal,
state, and laal hedth, safety and civil richts requirenents.® The
requlation of the desig, construction, opation, sanitation, and
safety of public schools is found in Utah administrative rules.®

One ecently debatd issue has bego what extent school
districts and charter schools are required to conform to
municipality and county land use ordinances when sting,

Building Codes and installing, construiing, opeating or othervise using achool
Land Use Ordinance fadlity .*® The geneal rule is that chaer sdools, like school
Conformity districts and other political subdivisions of the state, shallozanf

to applicable Iad use ordinares®* Howeve, school districts and
chater schools goy numerous exemptions and liagions on the
authorityof the municipalityor county including potections from
unauthorized feg special insp&ion provisions, and considei@n
as a pamitted use?

This is an evolvingirea of dharte school statutorjaw in Utah
that has beereently modified in both the 2005 and 2006 r&ed
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Charter School
Assetsand
Liabilitiesif a
Charter School is
Terminated

Sessions of thedgslature?*

The state superintendent of public instruction does have arole
in school fadity issues and is statutoriggven cetain enbrcanent
authority® Accordindy, a chater shool sends the State @f¢ of
Educdion a cetificate ofinspection veritation and aequest for
the issuancef a ertificate authorizing penanet occupacy of a
new school building.”

Utahs chater school statutes do not cemtly specifythe
procealures or closinga chater sdool, whethethe closureof the
chater school is voluntargr be@use ofa chater revocdion.
Although darte school closurg areunusual, a@mmon cause of
closures nationally is financial insolvency of the charter school.
Without governing law, the chartering entity and the school's
creditors mayboth claim owneship of the schod'assets, which
mayjust amount to school furniture, books, anthputers.fithe
law doesrt'protect the lsarteing entity, whetherit is a school
district or the state reditors will use aviéable remedies to collec
outstanding dets from the chaeringentity. Termination
procalures ad protetions should be established befar harter
school, its chartering entity, and the school's creditors are actively
involved in a controversy.

One gpproach is for the charter school and its chartering entity
to establish the proderes br closingthe school in ezh chater.
Forexample, California puires the pition to establish a chier
school to contain:

"A desciption of the procdures to be uskif the chater stool

closes. Therocalures shihensure dinal audit of the dwool

to determine theispositon of all asses and liabilites of the
charter school, including plans for disposing of any net assets
and forthe maintenareand tansfe of pupil records.™

Another goproach isto create adefault position that statutorily
establishes the version of popertyto the chaeringentity or that
prevents the chderingentity from assuminghe debts of ahater
school unless the pgas ageeotherwise.daho, which a
discussed abouwequires its charteschools to be oapized and
managed under the Idaho nonprofit corporation act, provides:

"The authaeed chartang entity that approve a public school

chater shall haveno liability for the &ts, omissions, debts or
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There are many
possible options for
charter school
termination
procedures

other obligtions of a publicltarte school, except as mée
provided in the learte. A locd public school district shall have
no liability for the &ts, omissions, debts or other obtigas of
a public chaer sdool located in its district that has been
approvel byan authdeed chartang entity other than the
board oftrustees of théocal school district™

Possibé options for thestablishment of ch&r school tenination
procelures include

¥

¥

Ead chater establishing the mrcedues forclosingthe school.

State Bodad rules speifying theelements oflosure plans that
apply to Al charter schools.

Legslation establishing the rdeof all paties afterclosure ad
clanfying liability issues.

Charterschool termination provisions could requor povide:

¥

Notice bdore a chater stool maybe closd, both for the
revocation of acharter and voluntary closures.

Planning ad communication betvem the peies as sure
becomes aredlity.

Procedues forthe closuref the harte school and dissolution
of the nonprat corpordion.

Perfoming acloseout audit and inméory of propety and
records.

Asset and liability distribution plans for money, rea property,
and personal property.

A limitation on the liability of the chartering entity while
conductingthe chater stool closure.

That all assts not requiringeturn ortransfe to donors or
grantors orrequirel for dischage of «isting liabilities and
operdions of chater school ee requirel to be réurned to the
chartering entity.
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Chapter Conclusion

¥ Unless adonor or grantor specifically provides otherwise in
writing, all gfts, donations andrgnts shall bessumed to be
made to theltarte school and shigbe included amonthe
assets returned to the chartering entity.

¥ Provide reserve funds for post-closure activities.

¥ Require charter schools to purchase a performance bond to
coverclosure.

This chaptehas desibed anumber of Igal issues that cove
the life of achater school fom its establishment, operation, and
potential termination. Chartieg entities, charteschools, local
school boards, th8tate School Bad, the State Chtar School
Boad, and thd_egslature mayead work to bettedefinechater
school policywithin the State Sstem of Public Education.

These ad other intersted parties should examine thertéia
school le@l status, liability faality, and potential tenination
issues in grate detal and proposelarifications to he existng
framework of charter school law. Carefully crafted rules, statutes,
and charter documents may prevent parties from needing to wait
until a court rules on specificcaseto interpret enbiguous
language or settle conflicts among different provisions.
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2000
2001

2002
2003

2004

2005

2006

Chapter 6 Endnotes

1998 H.B 145, Schools for the 2Lentury sponsored biRepresastative Bian Allen.

The Utah charter school hills are:

H.B. 226, Public Education Revisions, sponsored by Representative Sheryl Allen;

H.B. 3, Minimum School Progam Act Amendments, sponsored Represetative Marda
Dillree;

S.B. 169, CharteSchool Amendments, sponsadrgy Senator Howrd Stepheson; and
S.B. 182, liability Coverag for School District and School Emplegs, sponsodeby
Senator David Gladwell;

S.B. 3, Minimum $hool Progam Ad Amendments, sponsored Bgnator Howard
Stephenson; and

S.B. 138, Charter Schools Amendments, sponsored by Senator Howard Stephenson;
H.B. 3, Minimum School Progam Act Amendments, sponsored Represetative
Gordon Snow; and

S.B. 57, Charter School Amendments, sponsored by Senator Howard Stephenson;

H.B. 108, hsurane and Rearement forCharterSchool Emploges, sponsodeby
Representative Merlynn Newbold;

H.B. 152, Charte6chool Governace, spons@d byRepresstative MardaDillree; and
S.B. 3, Minimum $hool Progam Ad Amendments, sponsored Bgnator Howard
Stephenson;

H.B. 3, Minimum School Progam Act Amendments, sponsored Represetative
Gordon Snow;

H.B. 36, CharteSchool Construction Amendments, sponsore®épgresetative Ames
Ferrin;

H.B. 136, Charter School Enrollment, sponsored by Representative James Ferrin;

H.B. 206, Charter School Reporting, sponsored by Representative Carol Moss;

H.B. 301, Supplemental Approptians lll, sponsored biRepresetative Ron Biglow;
S.B. 3, Supplemental Appragtions I, sponsored b$enator kle Hillyard; and

S.B. 178, CharteSchool Amendments, sponsadrgy Senator Howrd Stepheson; and
H.B.167, School Uniforms, sponsored by Representative Craig Frank;

H.B. 172, local Land UseProvisions Rlatingto Schools, sponsored Represetative
James Errin; and

S.B. 5, Amendnmats to the Mininum School Progra Budget, sponsored b$enator
Howard Stephenson.

See Utah Code Annotated, secs. 53Ata-505 ad 53A-1a508 (Supp. 2006).
See Utah Code Annotated, sec. 53Ala511 (Supp. 2006).
Utah Code Annotated, sec. 53A1a-503 (Supp. 2006).

Ibid.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

See Black's Law Didionary914 (6" ed. 1990).

Black's Law Didionary 1566 (&' ed. 1990).

Utah Administrative Rules, R277-470-1 (2006)

Utah Administrative Rules, R277-470-4 (2006)

Ibid.

Idaho Code, sec. 33204 (2006).

Minnesota Annotated Statutes, sec. 124010 (2005).
Wisconsin Statutes, sec. 118.402006).

Utah Code Annotated, sec. 53A1a-503.5 (Supp. 2006).
Utah Code Annotated, sec. 53Ala-514 (Supp. 2006).
Idaho Code, sec. 33204 (2006).

North Carolina General Statutes, sec. 115C-238.29¢2006).
Utah Code Annotated, sec. 53A1a-501.6 (Supp. 2006).
North Carolina General Statutes, sec. 115C-238.29¢2006).
Idaho Code, sec. 335204 (2006).

California Education Code, sec. 476050eeaing 2006).
Wisconsin Statutes, sec. 118.402006).

Utah Code Annotated, sec. 53Ala-514 (Supp. 2006).
North Carolina General Statutes, sec. 115C-238.29¢2006).
Idaho Code, sec. 33204 (2006).

Wisconsin Statutes, sec. 118.402006).

Utah Code Annotated, sec. 53A1a-508 (Supp. 2006).

Utah Code Annotated, sec. 63A4-204.5 Gupp. 2006).

See Utah Code Annotated, sec. 6330d-101 et. seqSupp. 2006).
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31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41].

42.

43.

44,

45.

Preston C. Greelll and Juke F. Mead, Charter Schools and the Law, Establishing Ne
Lecal Relationships (Norwood, Maachuggs: Christopher-@rdon Publishers, 2004),
30.

No Child Left Behind Act of 2001, 20 U.S.C. & 7221i.

Utah Code Annotated, sec. 53A1a-507 (Supp. 2006).

North Carolina General Statutes, sec. 115C-238.29¢2006).

Wisconsin Statutes, sec. 118.402006).

Utah Code Annotated, sec. 53A1a-507 (Supp. 2006).

Utah Administrative Rules, R392-200-1 througR392-200-8.

See Utah Code Annotated, secs. 13a-305 ad 17-27a305 (Supp. 2006).
Ibid.

Ibid.

2005 H.B 36, CharteSchool Construction Amendments, sponsore®épresetative
James Errin; and

2006 H.B 172, local Land UseProvisions Rlatingto Schools, sponsored by
Represatative &mes Eriin.

See Utah Code Annotated sec. 53A20-104 Supp. 2006).
Ibid.
California Education Code, sec. 476050eeaing 2006).

Idaho Code, sec. 335204 (2006).
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CHAPTER SEVEN
ScHooOL BuUILDING COMPARISON

Summary This chapter (1) compares a recently constructed charter school
and traditional public school and (2) raises some issues the
Legislature may wish to consider regarding charter school and
traditional public school buildings.

The main research findings are as follows:

* Charter school and traditional public school buildings may
have different costs, depending on land, material, and labor
costs.

» The charter school examined in this section had lower
overall facility costs than the traditional public school
examined, mainly due to smaller square footage and
acreage per student and a heating and cooling system with
lower initial cost.

* In the early years of operation, ongoing utility costs for the
examined schools are similar.

Comparison of Table 6.1 below compares two public school buildings
Two School located in Layton — North Davis Preparatory Academy (charter
school) and Sand Springs Elementary School (Davis School
District). Other examples of both charter schools and traditional
public schools that cost more and cost less likely exist. These two
schools were selected for comparison because they serve the same
grade levels, were both recently built, and are located relatively
close to each other. Although the information below does not
include an exhaustive building cost comparison of all charter and
traditional public school buildings in the state, this comparison will
highlight some issues that the Legislature may wish to consider in
evaluating school facilities.

Buildings
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Comparison Table

Table 7.1

Feature North Davis Sand Springs
Location Layton Layton
Year built 2003 2004
Grades served K-6 K-6

span

Ownership Private - Leased to school Davis School District
Site size 2.44 acres 13.02 acres
Total building square 31,900 73,255

feet

Student capacity 500 900

Number of classrooms 17 32
Classroom square feet 12,500 28,800
Estimated building life 30-40 years 75 years

Building material type

Masonry & steel

Masonry & concrete

Community use

Case-by-case evaluation

Yes

Cooling system type

Central air

Ground source heat

utilities (gas and
electricity)

exchange
Heating type Forced air Ground source heat
exchange
Estimated cooling/ 20 years 35 years
heating system life span
Initial cost - land $0.3M $1.2M
acquisition
Initial cost - site $3.5M $5.8M
preparation and building
construction (other than
cooling/heating)
Initial cost - cooling & $0.2M $1.2M
heating system
Initial cost - other $0.4M $1.0M
(includes furnishings)
Annual ongoing cost - $25,000 $60,000




) Calculations from data:
Comparison Table

(continued)
Feature North Davis Sand Springs
Total initial cost $4.4M $9.2M
Total initial cost per $8,800 $10,250

student capacity

Land acquisition cost $610 $1,360
per student capacity

Initial building and site $7,000 $6,410
preparation cost per
student capacity

Initial cooling & heating $450 $1,380
system cost per student

capacity

Initial other cost per $740 $1,100

student capacity

Annual utility cost per $50 $68
student capacity

Total square feet per 64 81
student capacity

Classroom square feet 25 32
per student capacity

Total acreage per 0.0049 0.0145
student capacity

Land acquisition cost $125,000 $94,000
per acre

Initial building $110 $79

construction and site
preparation cost per
square foot

Initial cooling & heating $7 $17
system cost per square

foot

Annual utility cost per $0.78 $0.83

square foot

Note: Some numbers rounded for presentation purposes

Data source: Academica West (North Davis Preparatory Academy) and Davis School
District (Sand Springs Elementary School)
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North Davis Preparatory Academy (North Davis)

oL gl
FiFLAAIET AeAnERY

Sand Sorings Elementary School (Sand Sorings)

Types of Costs This section summarizes building costs in the following
four categories: (1) land acquisition, (2) building construction and
site preparation, (3) cooling and heating systems, and (4) other
initial costs, such as furnishings.

Land Acquisition When examining land acquisition costs, it is worth noting
that school districts and charter schools can directly control some
factors but not may not be able to control others. In some cases,
school officials may have substantial discretion as to lot size and
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Building Congruction
and Site Preparation

Cooling and Heating
System Costs

location. In other cases, zoning, available land, land price, other
factors may limit a school's lot purchase options. For example, a
school seeking land in downtown Salt Lake City will likely face a
far different scenario than a school seeking land in rural Utah. A
school that receives donated land would be hard to compare to a
school that must pay full market price. When deciding on lot size
and location, decision-makers may consider issues such as
proximity to the student population, proximity to potential dangers,
school building footprint size, playground space desired, general
community use of school property, and community open space,
among other issues.

In the case of North Davis and Sand Springs, North Davis
had a substantially smaller lot and lower land acquisition costs per
student, although North Davis paid more per acre. Sand Springs
has about three times the amount of land per student as North
Davis.

Actual building construction costs generally constitute the
largest initial cost. School building construction costs will vary
based on building size, building material type, building material
quality, anticipated building life span, availability of building
materials, the construction labor market, and building layout and
design, among other factors. In addition, different parcels of land
will need different levels of preparation for construction. For
example, a building constructed of materials expected to last for 30
years will likely cost less than materials expected to last for 75
years. A multi-building campus design with smaller buildings and
outdoor hallways will likely cost less than a building with all
indoor hallways.

North Davis had higher per-student and per-square-foot
building construction costs, with less classroom square feet and
total square feet per student. North Davis has an estimated life of
30-40 years, whereas Sand Springs has an estimated life of 75
years.

Cooling and heating systems constitute an important
component of ongoing facility costs. Initial and ongoing costs may
differ based on system types and components, brands, quality,
useful life, and installation and maintenance labor costs, as well as
other factors. Some systems may cost more initially but less
annually due to more frequent replacement or repairs. Different
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Other Initial Costs

Table Sunmary

Per-student costs

Per-squarefoot and
per-acre costs

systems may be appropriate for different sizes and types of
buildings. Some systems may be more adaptable for individual
rooms.

Sand Springs utilizes a ground source heat exchange
system, which results in significantly larger up-front costs, with an
estimated life of about 35 years. North Davis utilizes a central air
and forced heated air system, with lower initial costs and an
estimated life of about 20 years.

Ongoing utility costs are similar on a per-square-foot basis,
with North Davis slightly lower. It is unknown if this is due to
different design elements, usage patterns, or some other factor. On
a per-student basis, North Davis enjoys lower annual utility costs,
likely due to the issues mentioned above and to less square footage
per student to light, heat and cool.

Other initial costs are mainly composed of furnishings,
such as desks, chairs, tables, shelving, as well as computers,
copiers, library materials, and so forth. North Davis had lower
initial other costs.

Sand Springs has a larger student capacity (900 to 500),
acreage (13.02 to 2.44), and square footage (73,255 to 31,900) than
North Davis. To better compare the two schools, Table 6.1
provides per-student-capacity, per-square-foot, and per-acre
figures.

North Davis had total initial costs of about $8,800 per
student, compared to about $10,250 for Sand Springs. Sand
Springs had lower building construction and site preparation costs
($6,410 to $7,000) which were offset by higher costs for:

* land acquisition ($1,360 to $610),
* cooling and heating system costs ($1,380 to $450), and
* other costs, such as furnishings ($1,100 to $740).

On a square footage basis, North Davis had higher initial
building construction costs ($110 v. $79), lower cost on initial
heating and cooling systems ($7 v. $17), and roughly equivalent
annual ongoing heating and cooling costs ($0.78 to $0.83)
compared to Sand Springs. Land acquisition costs were about
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Potential Issues
for Consideration

Building Life Span

Cooling and Heating
Systems

School Sze

Building Design

$125,000 per acre for North Davis and $94,000 per acre for Sand
Springs. Both schools had a nearly identical percentage of total
square footage for classroom space.

Two major charter school building issues — funding and
ownership — are addressed elsewhere in this report. The following
list includes other charter school and traditional public school
building issues that the Legislature may wish to consider:

» To what extent does shortening or lengthening the useful life of a
school building affect initial and long-term costs?

* How does a building's life span correspond with anticipated
increases and decreases in the student population? Will a 75-
year building be at capacity in 50 years as the neighborhood
population ages?

* How does a change in future usage affect long-term per-student
cost estimates?

 Can a reliable time value of money analysis be performed
comparing higher present initial costs to the present value of
future long-term savings?

» To what extent does shortening or lengthening the useful life of a
cooling and heating system affect initial and long-term costs?

» To what extent do technological advances allow greater energy
efficiency? How quickly and easily can these advances be
incorporated into cooling and heating systems?

* How do different systems compare for efficiency in different
sizes and types of buildings?

* How flexible are systems for adjusting temperatures in different
rooms?

» What is an appropriate school size? How many students should
be located on a school site?

» What is the impact of school size on student learning?

» What are the cost or savings associated with increasing or
decreasing school size? What are the economies of scale for a
larger school size?

* What is the impact of smaller or larger lot sizes and playground
areas?

» What impact do different elements of school design have on
student learning? Are different designs appropriate for different
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Community Use

Information Sharing

teaching and learning approaches?

What are the initial and long-term costs of different design
elements?

What designs are currently used throughout the state? Do more
efficient designs exist?

How do design elements vary based on curriculum, climate, or
location? Are design elements adaptable?

To what extent are school buildings currently used for general
community use (for example, elections, little league games,
community theater and music events)?

To what extent should community use of school buildings be
encouraged or discouraged?

To what extent should coordination and partnerships between
schools and local governments or other community groups occur
(for example, library owned by local government but on school
site or adjacent site)?

How should community use be measured and allocated in
analyzing school facility costs?

Can school district prototype plans be made more readily
available statewide for traditional public schools and charter
schools?

Can school districts more effectively share their substantial
school building expertise with charter schools?

Can charter schools easily share innovative building design
practices with school districts?
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CHAPTER EIGHT

TECHNICAL ASSISTANCE TO AND OVERSIGHT OF CHARTER SCHOOLS

Summary

Charter School
Business-related
Responsibilities

Finance and
Acoounting

Physical Plant

The administrative help available to traditional schools through
school districts is not typically available to charter schools. Charter
schools receive some business and technology services through the
Utah State Office of Education (USOE), but more services are
needed. To provide sufficient support for charter schools and to
help ensure charter schools' financial viability, the State Board of
Education requests the following:

* three additional FTEs for the USOE charter school staff,
including an auditor, an accountant, and a computer specialist;

 the establishment of a charter school service center similar to
the regional service centers that serve rural school districts; and

+ funds to aid charter schools when creating schools, including
funds for:
- legal advice for lease, construction and other contracts;
- accounting and setup costs; and
- community outreach programs.

The viability and success of a charter school will ultimately
depend on its ability to attract and retain students and to provide
day-to-day operations that ensure quality of services. The
following is a list of business-related responsibilities that a charter
school must handle:

* Create and manage a budget with direction from the principal
and board

* Create detailed reports on school’s financial status

* Manage payroll and benefits; understand federal and state
employment law

* Manage contracts

* Understand state and federal education funding and accounting

» Manage accounts receivable and payable

* Ensure appropriate separation of accounting duties to avoid the
potential of theft or fraud in the management of charter school
assets or funds

+ Interface with building owners/managers
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Data Managerant

Compliance

USOE Services to
Charter Schools

Charter schools have
more than doubled
the number of USE
clients using the
state's tudent and
financial information
systems

* Oversee maintenance and janitorial services

* Ensure building code, fire code and health code compliance

* Implement computer technology maintenance and support

* Manage purchasing and inventory according to government
regulations

* Understand and manage risk and liability issues

* Oversee maintenance of website

* Oversee records management and reporting including student
records, staff credentials, assessment scores, etc.

» Oversee attendance reporting process

* Manage technology in the building including maintenance,
repair, upgrades and professional development

* Understand and comply with all state, federal, and local laws,
rules and regulations that apply to charter schools

The administrative help available to traditional schools through
districts is not typically available to charter schools. Charters often
turn directly to the Utah State Office of Education (USOE) for
operational, personnel, and even instructional help and advice.
Questions directly from charter schools to the USOE technology
staff are frequent and workload has doubled as a result. The USOE
is primarily organized and staffed around providing services to
districts or consortia rather than individual schools. Clearly the
USOE may be limited in available staff to provide as much help as
charter schools may need in managing their daily business.

USOE provides financial training to charter schools in the form
of a biannual one day conference. Instruction is divided up into
beginning or introductory sessions; updates on changes to laws,
funding, and other issues; and open sessions that address specific
questions and needs.

Currently, USOE provides charter schools, free of charge,
computerized student and financial information systems. These
two systems help charters and school districts comply with most
state and federal reporting requirements. Charter schools have
more than doubled the number of clients now using the state’s
student and financial information systems. The Computer Services
Division is experiencing difficulties in maintaining and upgrading
the systems. Installation and training are also suffering from the
increased workload. When charter schools or districts choose to
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Additional
Resources Needed to
Serve Charter
Schools

Three additional
FTEs

Establish a charter
school servie canter
similar to regional
servicecentes that
serverural school
districts

use systems other than those supplied by the state, interface and
compatibility problems need to be worked out. Service levels have
been severely strained with the addition of so many charter
schools.

Current USOE staffing levels are insufficient to repeat training
or to provide much individual school assistance during the
remainder of the year. The State Board of Education is asking for
three additional FTEs to help meet charter school needs as follows:
» one full-time auditor to conduct financial, statistical,

compliance, and performance audits;

+ one full-time accountant to aid and train charter schools in
budgets, financial statements, purchasing, and payroll, etc.; and

» one full-time computer specialist to service student and
financial information systems for charter schools.

High turnover of charter school technicians, untrained
managers and accountants (in governmental fund accounting), and
a lack of USOE staff are deterrents to successful operations of
charter schools. Training and support are two critical factors in
ensuring that charter school managers have the necessary skills and
knowledge to operate a school.

USOE believes that to be technically viable a charter school
must hire a skilled business manager who has experience with
governmental fund accounting, contract with a reputable
management company, or be serviced by a centralized entity to
perform the aforementioned duties and responsibilities. Further, to
service charter schools for technology, skilled technicians or a
centralized entity should be employed to serve a consortia of
charter schools.

The State Board of Education is also requesting funding from
the Legislature to establish a charter school service center. This
request is for funding to pay for the base operating costs of a
service center for charter schools similar to the four regional
service centers that now serve many rural school districts. State
funding would cover the cost of a director, clerical support, one
additional position and a facility lease. The service center will
provide additional services as charter schools express an interest
and a willingness to pay for them, and would alleviate many of the
business and technology challenges now facing charter schools.
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Technical Assistance
Needed to Comply
with Special
Education and
Other Laws

Monitoring and
Intervention Actions
to Ensure Charter
Schools' Financial
Viability

In addition to the business and technology assistance needed by
charter schools, there is a great need and demand for technical
assistance related to Special Education, Title I, and Section 504 of
the Rehabilitation Act, as well as the Americans with Disabilities
Act (ADA) and the Individuals with Disabilities Education Act
(IDEA). Laws related to individualized education and placement
are exact, highly prescriptive, and continually evolving. This
requires ongoing expertise in order to meet the demands of federal
laws and regulations.

As with fiscal matters, compliance for serving students with
disabilities and for students served by Title I is complicated and
full of regulations. Regular program audits are required of both
programs. A state expert in these areas, serving charter schools,
would ensure good practice and advance student achievement.

To ensure the financial viability of charter schools, the entity
who authorized the charter school should:

+ Examine key financial indicators of fiscal soundness on a
regular basis

* Provide training and ongoing professional development for
charter school business managers

 Initiate financial and/or personnel consequences when charter
schools’ boards/staff do not comply with State Board of
Education rules or when they violate state law
- Consequences might include the withholding of state funds,
as is done with districts, with money returned upon
compliance

* Ensure a clean and clear audit trail in all accounting and
purchasing practices.

To help ensure the financial viability of charter schools, the
State Board of Education requests to enlarge USOE charter school
staff by three FTE as described above. The State Board of
Education also requests funds to aid charter schools when creating
schools, including funding for legal advice for lease, construction
and other contracts, accounting and other setup costs, and
community outreach programs. Such help would give charter
schools a strong start.
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