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Key Points

Tennessee authorizers are prohibited by state law from withholding any funds from a charter
school to cover administrative or other duties unless specified in the charter agreement
between the authorizer and charter school.

The total costs incurred by a charter school authorizer are difficult to quantify because only
some staff and offices within an authorizing district are dedicated to charter school
responsibilities. Authorization costs may vary by authorizer based on several factors, including
varying methods of district administration of charter schools, the number of charter schools
within the district, the efficiency of each district’s central office, and the extent to which an
authorizing district aligns with best practices for charter school authorization.

The National Association of Charter School Authorizers (NACSA) and National Alliance of
Public Charter Schools (NAPCS) have developed model legislation to guide the creation of
charter authorizer funding. This model legislation includes the use of an authorizer fee, which
is a predetermined amount of funding retained by the authorizer as compensation for costs
associated with authorization, including staff dedicated to oversight of charter schools as well
as administrative-related duties performed by a district’s central office.

Model legislation from both NACSA and NAPCS advocates public reporting of authorizer
expenditures to ensure appropriate use of collected authorizer fees.

Charter schools do not receive funds in the same way as traditional public schools. Like
districts, charter schools are funded based on student enrollment. However, charters may not
have access to all revenue streams provided to districts.

Currently, there is no formal procedure in place at the state or local level to ensure that
authorizing districts pass state and local funds to charter schools in accordance with
Tennessee law. Charter schools with concerns regarding state and local funding may bring
these to the attention of TDOE’s Office of Local Finance or the Director of School Choice.

The Office of Consolidated Planning and Monitoring within TDOE is responsible for ensuring
that districts distribute and spend their ESEA dollars in accordance with federal laws and
guidelines.
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Scope and Methodology

This legislative brief is in response to requests from the Chairs of the House and Senate Education
Committees for a review of various issues surrounding charter school authorizer fees. (See Appendix
A: Legislative requests.) The brief provides information on charter school authorizing in Tennessee,
including a review of national best practices for charter school authorizers, profiles of active Tennessee
authorizers, possible funding mechanisms for authorizers, and authorizer tasks and associated costs.
Also included is a review of model legislation and considerations related to the implementation of
authorizer fees, as well as select profiles of other states’ laws related to funding charter school
authorizers. This brief does not attempt to calculate the actual costs related to authorizing.

The brief also provides an overview of charter school funding in Tennessee. This includes a description
of state and local funds charter schools are entitled to receive according to Tennessee law, as well as a
description of how the funds are allocated to charter schools. Also included is a review of the
administration and distribution of federal title funds. The brief also provides a summary of the
accountability process to ensure charter schools have been funded in accordance with Tennessee and
federal law.

In developing this report, OREA staff:
= Interviewed a variety of stakeholders, including school district officials, charter school
leaders, Tennessee Department of Education officials, and advocacy groups.
= Reviewed national best practices for charter school authorizing.
= Surveyed legislative staff and reviewed other states’ laws and policies pertaining to
authorizer funding.

(See Appendix B: Interviews conducted.)

Section 1. Charter School Authorizer Funding

Charter Schools

Charter schools are publicly-funded schools operated by independent governing bodies. By law, charter
schools have autonomy in areas such as personnel and salary policies, curriculum and instruction
methods, and financial decisions. State laws vary as to which organizations may operate or apply to
open a charter school. The most common charter operators are nonprofit boards. In the 2012-13
school year, 42 states and the District of Columbia had laws allowing for charter schools, with charter
schools making up 6.3 percent of all public schools.*

Tennessee law allows for the creation of new charter schools and the conversion of traditional public
schools into charter schools.? Charter schools must meet the same performance standards and
requirements adopted by the Tennessee State Board of Education (SBOE) for traditional public
schools.® Charter schools are not exempt from federal and state laws, rules, and regulations applying
to, but not limited to, special education, immunizations, civil rights, public records, and school safety.*
State law prohibits virtual charter schools and the management or operation of charter schools by for-
profit corporations.® In exchange for an increased level of autonomy, charter schools face a heightened
level of accountability. A Tennessee public charter school must be closed if it is designated a priority




school, and may be closed if the school demonstrates poor academic performance, violates the
charter agreement, fails to meet generally accepted standards of fiscal management, or performs an
act that would result in initial denial of the school’s application.®#

Eligibility to attend a charter school

If a charter school is authorized by a district, any student who resides within the district may attend
the charter school. If applications to the charter school exceed the number of seats available, a
lottery shall determine which students attend. Charter schools may also enroll students from other
school districts in accordance with their district’s out-of-district enrollment policy.

If an existing public school is converted to a charter school, the conversion charter school serves
the students zoned to attend the school prior to conversion. If the charter school is in the ASD,
students must be zoned to attend or be enrolled in a school that is eligible to be placed in the ASD.

If capacity remains after admitting all students within the zone seeking to attend the school,
students living in other school zones may enroll. If applications by out-of-zone students exceed
capacity, then enroliment shall be determined by a lottery process.

Source: Tennessee Code Annotated 49-13-106(a) and (b).

Charter School Authorizers

A charter school authorizer is a state-approved entity responsible for oversight of a charter school.’
There are several types of authorizing agencies, including independent chartering boards, higher
education institutions, local school districts, non-education government entities, not-for-profit
organizations, and state education agencies, such as a state department of education; many states
have more than one chartering authority in operation. (See Appendix C: Charter school authorizing laws
by state.) States may limit what type of charter school each authorizing entity may approve.

Autharizer functions generally fall into four categories:
= Application review
o Approving or denying applications to open a charter school
= Contract negotiation
o Drafting and negotiating charter agreements and any fee for service agreements
= Oversight
o Ensuring academic, organizational, and financial health
= Renewal or closure
o Renewing contracts with successful charters and closing those that fail to meet
academic and financial expectations

In Tennessee, local boards of education, the Achievement School District (ASD), and the SBOE may
authorize charter schools.® The majority of charters are authorized by local boards of education.

A Priority schools are the 5 percent of schools that are the lowest performing academically in the state.




The circumstances under which each entity may act as an authorizer are determined by Tennessee
law. A local board of education may authorize any qualified charter school applicant that seeks to be
located within the boundaries of the school district.®

The ASD may authorize charter schools within the jurisdiction of an existing school district.2* The ASD
may either recruit charter operators to convert an existing traditional public school that has been
identified as a priority school or open a new charter school.** All ASD-authorized charter schools must
serve students zoned to attend or enrolled in schools that are eligible to be placed in the ASD.*? The
ASD serves as authorizer of the charter school for the duration of the charter agreement, which is for a
period of 10 years.*® The charter school may return to school district control at the end of the 10-year
charter contract if specific academic goals have been met.B** (See Appendix D: Definitions.)

The SBOE hears appeals from charter school applicants who have been denied by local boards of
education.*® On review, the SBOE may uphold the district decision to deny the charter application. The
SBOE'’s decision is final.'®* Should the SBOE overturn the district denial, the Board may direct the
school district to approve the application, in which case the school district must act as authorizer to the
charter school applicant.'’” To date, the SBOE has received 66 appeals. Of those, the Board has
affirmed a district’s decision to deny an application 45 times, and remanded 21 applications back to the
districts for approval.®

In 2014, Public Chapter 850 expanded the role of the SBOE to allow it to serve as an authorizer in
cases where the Board rules in favor of a charter school applicant seeking to open a school in a district
with at least one priority school.*® Prior to this change in law, the SBOE could only act as authorizer if a
school district sought to sponsor a charter school.?° The SBOE has not authorized a charter school.

Authorizer Size

The majority of authorizers (90 percent)
throughout the nation are local school districts.
Of those, 94 percent are classified as small
authorizers, overseeing fewer than 10 schools.

Charter Schools by Authorizers, SY 2014-15
Metro Nashville Public Schools: 20

Shelby County Schools: 39

Hamilton County Department of Education: 3

Metro Nashville, Shelby County, and the ASD are
all classified as large authorizers, overseeing 10
or more schools. Hamilton County and Knox
County (as of the 2015-16 school year) are small
authorizers. Large authorizers, including school
districts and other types, make up 10 percent of
the total number of all authorizers in the nation,
yet oversee 72 percent of all charter schools and
66 percent of students who attend charters.

Achievement School District: 23

Note: LEAD Middle School and LEAD High School are on
separate campuses but operate under one charter agreement.
Sources: Carol Swann, Coordinator of Charter Schools, Metro
Nashville Public Schools, e-mail, Oct. 17, 2014. Stacey
Thompson Pera, Charter Planning and Authorization Advisor,
Shelby County Schools, e-mail, Oct. 29, 2014. Christie Jordan,
Director, Accounting and Budgeting, Hamilton County
Department of Education, e-mail, Aug. 15, 2014. Rich Haglund,
General Counsel and Chief Operating Officer, Achievement
School District, e-mail, Oct. 30, 2014.

B The ASD opened its first school in the 2012-13 school year.




Best Practices for Authorizing

Exhibit 1: Authorizer by Size and Type

Best practices inform

: Fewer than | 10 or more
authorizers about how to Authorizer Type 10 schools | schools
adequately review applicantsand  Higher Education Institution 74% 26%
ensure only high performing Independent Chartering Board 33% 67%
charter schools remain open. As Local School District 94% 6%
of 2014, 15 states and the Non-Educational Government Entity 33% 67%
District of Columbia have Not-For-Profit 39% 61%
standards for authorizers.2 € In State Education Agency 17% 83%

Tennessee, only the SBOE is

Source: National Association of Charter School Authorizers, The State of Charter School

Authorizing: 2013, p. 5, http://www.qualitycharters.org/ (accessed Oct. 7, 2014).

required by state law to adopt

national authorizing standards;

the other authorizing entities (local school
districts and the ASD) are encouraged, but not
required, to adopt national authorizing standards
for reviewing charter school applications.?
Nevada and New Mexico require authorizers to
develop their own policies and practices based
on areview and evaluation of nationally
recognized standards. Ohio requires its state
department of education to annually rate charter
authorizers as “exemplary,” “effective,” or
“ineffective” based on adherence to standards
developed by national organizations.?*

National Association of Charter School
Authorizers
Many authorizers, including school districts in

Tennessee Association of Charter School
Authorizers

The Tennessee Association of Charter School
Authorizers was formed in 2010 to bring
together authorizers and other stakeholders
across the state with an interest in quality
authorizing of charter schools. Membership
includes several school districts, including
active and potential authorizers, as well as
representatives from the Tennessee
Department of Education, the Tennessee
Charter School Center, the ASD, and the
Tennessee School Boards Association. The
group is modeled on NACSA standards and

principles.

Sources: Carol Swann, Coordinator of Charter Schools, Metro
Nashville Public Schools, e-mail attachment, Aug. 4, 2014.

Tennessee and the Achievement School District, refer to the National Association for Charter School
Authorizers (NACSA) as a reference for quality authorizing standards and practices. NACSA is a
membership organization comprised of charter school authorizers, state charter associations, charter
management organizations, and state departments of education, education reform groups, and
independent charter school consultants. The organization’s board of directors includes representatives
from school districts, charter management organizations, charter school authorizers, education
research firms, state education agencies, and private foundations.

NACSA annually publishes the Principles & Standards for Quality Charter School Authorizing, a
resource authorizers may use as a guide when executing their authorizing duties.?®> NACSA's Index of
Essential Practices lists 12 practices, derived from the Principles & Standards, that the organization
classifies as the basic minimum practices necessary for quality authorizing.?® Authorizers may
measure their current operating practices against those recommended by NACSA to identify areas for
improvement. NACSA collects self-reported data from authorizers across the country to assess the
percentage that implement some or all of the organization’s essential practices. (See Exhibit 2.)

€ Some authorizing standards are required by statute to be based on the standards developed by NACSA or similar

national charter school organizations.



http://www.qualitycharters.org/publications-resources/annual-authorizer-survey.html
http://www.qualitycharters.org/publications-resources/annual-authorizer-survey.html

Exhibit 2: Alignment of Tennessee Authorizers with NACSA'’s 12 Essential Practices,
2012-13 School Year

Authorizer MNPS ASD MCSP | HCDE
Independent
School X School | School
Type District Chartering District | District
Board
Number of Schools 14 3 29 3

NACSA Best Practices

Application Criteria:
Have established, documented criteria for the Yes Yes Yes Yes
evaluation of charter applications
Application Timeline:

Publish application timelines and materials
Applicant Interview:

Interview all qualified applicants

External Expert Panel:

Use expert panels that include external members to Yes Yes Yes No
review charter applications

Five-year Term Length*:

Initial charter terms of five years

Contract:

Sign a performance contract with each school
Financial Audit:

Require and/or examine annual, independent Yes Yes Yes Yes
financial audits of its charter schools

Annual Report to Schools:

Yes Yes Yes Yes

Yes Yes No Yes

No No No No

Yes Yes Yes Yes

Provide an annual report to each school on its Yes Yes No No
performance

Renewal Criteria:

Have established renewal criteria ves ves ves ves
Revocation Criteria:

Have established revocation criteria ves yes ves ves
Authorizing Staff:

Have staff assigned to authorizing within the Yes Yes Yes No
organization or by contract

Mission:

Have a published and available mission for quality Yes No No No
authorizing

Total Index Score 11 10 8 7

*Note: Tennessee Code Annotated 49-13-104(3) requires charter agreements for an initial period of 10 years.
Source: National Association of Charter School Authorizers, “State Index Breakdown: Tennessee,” http://public.tableausoftware.com/
(accessed Oct. 8, 2014).

P Memphis City Schools is now merged with Shelby County Schools. This survey reflects information collected prior to
the merging of Memphis City Schools with Shelby County Schools.



http://public.tableausoftware.com/views/2013NACSAIndexofEssentialPractices/Map?amp;:embed=y&:display_count=no&:showVizHome=no

Tennessee Authorizers

Tennessee law encourages, but does not require, local school district authorizers to adopt national
authorizing standards for use in reviewing charter school applications.?” Each district has the ability to
create its own methods for application review and charter school oversight. The following section
discusses how each authorizer in Tennessee aligns with NACSA’s 12 Essential Practices. (See Exhibit
2.) All information for the 2013-14 school year is based on the latest data available from the TDOE's
annual Report Card. The information below also includes the number of charter schools open in the
2014-15 school year, newly approved charters that will open in the 2015-16 school year, the total
number of authorizer-required closures, and dedicated authorizer staff.t

Metropolitan Nashville Public Schools

Total operating schools 2013-14 SY 156
Total operating charter schools as of 2013-14 SY 17
Percent charter schools 10.8%
Total student population 2013-14 SY 82,806
Total charter school student population 2013-14 SY 4,018
Percent charter school students 4.8%
Total operating charter schools as of 2014-15 SY 20
Newly approved charters to open in the 2015-16 SY 8
Total charter schools closed 4
1 dedicated +
Authorizing staff Innovation

Office Director

Note: LEAD Middle School and LEAD High School are on separate campuses but operate under one charter agreement.
Sources: Tennessee Department of Education, “Report Card, 2013-14 — Davidson County,” http://www.tn.gov/education/ (accessed
Nov. 4, 2014). Carol Swann, Coordinator of Charter Schools, Metro Nashville Public Schools, e-mail, Oct. 17. 2014.

NACSA's 2012-13 review of MNPS found the district employed all but one of the organization’s 12
Essential Practices: a five-year term length for all charter school agreements. Tennessee law requires
a 10-year initial charter agreement.? In 2011 NACSA conducted an Authorizer Evaluation to determine
how well the district’s current operating procedures aligned with NACSA's principles and standards.
The analysis covered application decision-making, monitoring operations, performance-based
accountability, and school autonomy. Following the evaluation, NACSA awarded MNPS a Performance
Management, Replication, and Closure Grant to assist the district in developing its authorizing
practices, including performance management frameworks for academic, organizational, and financial
requirements for charter schools. The grant also assisted the district to develop a replication
application for existing charter operators, construct closure processes and procedures, and create a
new contract template.

E Dedicated authorizer staff is staff that is assigned to authorizing within the district. This does not include staff located
outside a district’s charter school office that performs tasks related to charter schools.



http://www.tn.gov/education/data/report_card/index.shtml

Shelby County Schools

Total operating schools 2013-14 SY 277
Total operating charter schools as of 2013-14 SY 37
Percent charter schools 13.3%
Total student population 2013-14 SY 149,928
Total charter school student population 2013-14 SY 8,987
Percent charter school students 5.9%
Total operating charter schools as of 2014-15 SY 39
Newly approved charters to open in the 2015-16 SY 9
Total charter schools closed 1

3 dedicated + 1

. Innovation Office
Authorizing staff . -
Director + 1 liaison to

SCS and ASD charters

Sources: Tennessee Department of Education, “Report Card, 2013-14 — Shelby County,” http://www.tn.gov/education/ (accessed Nov.
4, 2014). Stacey Thompson Pera, Charter Planning and Authorization Adviser, Shelby County Schools, e-mail, Nov. 3, 2014.

NACSA's 2012-13 review of the former Memphis City Schools found that the district employed eight of
the 12 essential practices. The district does not automatically interview applicants, but reserves the
right to interview. NACSA calls for authorizers to provide charter schools with a summative report
outlining the school’s past performance prior to a charter renewal decision, as well as issue an annual
public report on each charter school’s performance. Prior to the merger with SCS, MCS issued an
accountability matrix that tracked academic and other compliance measurements to each school. SCS
is currently working to construct a performance framework for each school, expected to be complete
for the 2015-16 school year.?> NACSA recommends that authorizers have a clear mission for quality
authorizing, including a “strategic vision and plan for chartering, including clear priorities, goals, and
time frames for achievement.”® SCS has not published a mission statement for quality authorizing as
recommended by NACSA .3



http://www.tn.gov/education/data/report_card/index.shtml

Hamilton County Department of Education

Total operating schools 2013-14 SY 78
Total operating charter schools as of 2013-14 SY 3
Percent charter schools 3.8%
Total student population 2013-14 SY 43,531
Total charter school student population 2013-14 SY 706
Percent charter school students 1.6%
Total operating charter schools as of 2014-15 SY 3
Newly approved charters to open in the 2015-16 SY 1
Total charter schools closed 0
Assistant
Superintendent
Authorizing staff administers

charter school
responsibilities

Note: One charter agreement was revoked prior to the opening of the school.

Sources: Tennessee Department of Education, “Report Card, 2013-14 — Hamilton County,” http://www.tn.gov/education/ (accessed Nov.
4, 2014). Christie Jordan, Director, Accounting and Budgeting, Hamilton County Department of Education, e-mail, Aug. 15, 2014, and
telephone interview, Aug. 15, 2014. Lee McDade, Assistant Superintendent, Hamilton County Department of Education, e-mail, Sept. 4,
2014, and telephone interview Aug. 15, 2014.

NACSA's 2012-13 review of the Hamilton County Department of Education found that the district
employed seven of the 12 essential practices. Hamilton County uses experts from within the district
rather than external panelists to review applications. The district relies on annual TCAP reports to
monitor the academic performance of charter schools. The Assistant Superintendent meets with
charter schools at least twice each year to discuss their academic performance. Annual financial
reports from charter schools are also collected by the district to monitor financial stability. The district
does not review charter schools’ financial status or budgets. Duties associated with charter schools
are currently performed with existing staff rather than through dedicated charter school staff. HCDE
has not developed a mission for quality authorizing as recommended by NACSA.*2

Achievement School District

Total operating schools 2013-14 SY 16
Total operating charter schools as of 2013-14 SY 10
Percent charter schools 62.5%
Total student population 2013-14 SY 4,110
Total charter school student population 2013-14 SY 2,128
Percent charter school students 51.7%
Total operating charter schools as of 2014-15 SY 23
Direct-run 5
Charter-run 18
Total staff 28

Sources:Tennessee Department of Education, “Report Card, 2013-14 — Achievement School District,” http://www.tn.gov/education/
(accessed Nov. 4, 2014). Rich Haglund, General Counsel and Chief Operating Officer, Achievement School District, e-mail attachment,
Aug. 15, 2014.
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NACSA's 2012-13 review of the ASD found that
the district employed 10 of the 12 essential
practices. NACSA indicated that the ASD did not
include a mission statement in its review;
however, the ASD is defined by law as a
mechanism to improve the academic outcomes
of some of Tennessee’s lowest performing

NACSA classifies ASD as an independent
chartering board. However, the ASD is a unique
entity. While fitting some classifications for an
independent chartering board, it operates as a
local school district within Tennessee.
Throughout this report, the ASD is included as a
district unless otherwise noted.

schools.® Additionally, the ASD contracted with
NACSA to develop its authorizing policies to
ensure quality authorizing practices are in place.®*

Knox County Schools

Total operating schools 2013-14 5Y 89
Total operating charter schools as of 2013-14 5Y 0
Percent charter schools N/A
Total student population 2013-14 SY 59,232
Total charter school student population 2013-14 5Y 0
Percent charter school students N/A

Total operating charter schools as of 2014-15 SY
Mewly approved charters to open in the 2015-16 5Y
Total closed

0O = O

0 dedicated staff;
responsibilities will be
spreadthroughout
multiple departments

Authorizing staff

Sources: Tennessee Department of Education, “Report Card, 2013-14 — Knox County,” http://www.tn.gov/education/ (accessed Nov. 4,
2014). Knox County Schools, “Charter Schools,” http://knoxschools.org/ (accessed Oct. 21, 2014). Crystal Hill, Innovation Specialist,
Knox County Schools, e-mail, Sept. 10, 2014.

Knox County Schools will open its first charter school in the fall of 2015-16.%

Tennessee State Board of Education

Total operating charter schools as of 2014-15 SY 0
Authorizing staff 15

Sources: Dannelle Walker, General Counsel, and Tess Stovall, Coordinator of Charter School Accountability and Policy, Tennessee State
Board of Education, interview, Aug. 5, 2014.

The SBOE contracted with NACSA to develop authorizing policies to ensure quality practices.®®

Costs Associated with Charter School Authorizing

Every district that authorizes charter schools in Tennessee performs a number of administrative
functions related to charter schools.*” Many of these functions are performed for all district schools,
both traditional and charter, and a district’'s administrative workload will increase as new schools,
whether traditional or charter, are opened or added to the district.



http://www.tn.gov/education/data/report_card/index.shtml
http://knoxschools.org/Page/2071

Districts use state and local BEP funding to cover the costs of central office administration related to
traditional public schools, but are prohibited by state law from withholding any funds for such costs
related to charter schools unless specified in the charter agreement.®

According to a 2010 Attorney General opinion:

There is no distinction between approving a charter school application and signing a charter
school application. Because approval by the local education agency creates the charter
agreement, the local education agency [authorizing district] cannot require further negotiation

with the charter school sponsor.*®

Initial approval of a charter school application cannot be conditioned on agreeing to an administrative
fee. Once a district approves a charter school’s application, the district may not require the charter
school to enter contract negotiations related to an authorizer or administrative fee. A charter school may
refuse to sign a contract that includes a fee and may operate under the approved application.

In FY 2012-13, the statewide rate for district
administrative spending was 4.5 percent.
This figure represents a district’s
expenditures for the school board,
superintendent’s office, and central office.”
While charter-related responsibilities
increase the work performed by some
district staff, a majority of the district's work
remains related specifically to traditional
public schools. The majority of work within
the central office of the ASD is related to
the administration and authorization of
charter schools. Additionally, charter
schools with the capacity to perform a
number of administrative functions using
their own staff and resources may place
fewer demands on the authorizing district’s
time and resources. As a result, charter
schools’ share of central offices expenses
may not be proportionate to that of
traditional schools.

The total costs incurred by a charter school
authorizer are difficult to quantify because
only some staff and offices within an

Shelby County Administrative Fee

SCS funds its authorizing duties, including three full
time staff members, primarily through existing
revenue sources. However, prior to its merger with
SCS in 2013, Memphis City Schools began to
include a 3 percent administrative fee in its standard
charter contract for any new or renewing charter
schools to offset costs related to authorizing. As of
2014, six schools had signed the contract and pay an
annual 3 percent fee to SCS based on their total
state and local per-pupil revenue. All other new
charter schools and those eligible to renew since
2010 have not signed the standard contract and
instead operate under their approved applications;
therefore, they do not pay the administrative fee. The
charter schools are operating under their charter
school application rather than the signed contract
provided by the district. No other district in
Tennessee currently has an administrative fee in
place.

Source: Alicia Lindsey, Chief Financial Officer, Shelby County
Schools, telephone interview, June 20, 2014; Sybille Noble, Director of
Contracts Management and Compliance, Shelby County Schools, e-
mail, Sept. 3, 2014; Stacey Thompson Pera, Charter Planning and
Authorization Advisor, Shelby County Schools, e-mail, Oct. 29, 2014.

F Central office spending includes “other central office and support services,” a TDOE classification which includes
spending on additional central office services beyond the fiscal service and personnel expenditures already accounted
for separately in the business administration category. These additional services include administrative technology,
purchasing, warehousing, planning, research, public information, and other support spending.
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authorizing district are dedicated solely to charter school responsibilities. Personnel and office costs
that are dedicated to charter school responsibilities are more readily identifiable than costs for
personnel and offices whose responsibilities include, but are not limited to, charter schools.®

Authorization costs may vary by authorizer based on several factors, including varying methods of
district administration of charter schools, the number and type of charter schools within the district, the
efficiency of each district’s central office, and the extent to which an authorizing district aligns with best
practices for charter school authorization.

Given the above limitations, this study does not attempt to quantify the exact cost to each authorizing
district for performing authorizing- and administrative-related duties for charters. Instead, this study
provides an overview of how Tennessee authorizers are currently performing authorizing functions.

Authorizer Responsibilities

The following section provides an overview of the personnel and duties associated with authorizing. For
the purposes of this report, OREA has classified authorizer duties related to charter schools into two
categories: authorizing-related duties and administrative-related duties. Authorizing-related duties
include application review, contract negotiation, oversight, and renewal or school closure. These
regulatory tasks monitor the use of public dollars by charter schools. Administrative-related duties are
those functions that are often performed by existing departments within the central office for traditional
public schools as well as charter schools. Administrative functions are the costs associated with
school operations and management.

The tasks outlined below are either required by Tennessee law or are tasks the district performs to fulfill
its statutory obligations as an authorizer. One example of a task required by law is administration of
charter school employee benefits. In order to fulfill this requirement, districts maintain records of charter
school employees and bill charter schools for various premiums. Districts are also required to renew
charter school agreements or close poorly performing charter schools. To carry out this requirement,
districts monitor compliance with the charter agreement and Tennessee law.*° Tennessee law allows
charter schools to contract with authorizing districts or outside vendors for some services (e.g.,
transportation); however, because the chartering authority is responsible for overseeing charter school
accountability and performance, the authorizer must perform some functions related to charter schools
(e.g., tracking school performance on required state assessments) as opposed to a fee-for-service
agreement with an outside vendor.

Staffing
According to NACSA, authorizing duties are often able to be performed by a “lean staff with expertise in

school performance accountability and data analysis, school finance, nonprofit governance and
management, and legal compliance.”*

Nationally, independent charter boards and state education agencies often employ the largest number
of staff with an average of 8.2 full-time equivalent staff (FTE) and 5.7 FTE, respectively. The majority of

® As an independent chartering board without the central office staff of a traditional school district, all ASD staff work with
charter schools in some capacity.




independent charter boards and state education
agencies oversee 10 or more charter schools.
Across the nation, local school district
authorizers average fewer than three full-time
staff and oversee fewer than 10 charter
schools.*?

To some extent, staffing levels follow a
predictable pattern: where charter authorizing is
the sole concern, charter offices tend to be
larger; where it is one among many priorities,
charter offices are smaller.

Source: National Association of Charter School Authorizers,
The State of Charter School Authorizing: 2013, p. 6,

In Tennessee, ASD, an mdependent charterlng http://www.qualitycharters.org/ (accessed Oct. 7, 2014).

board, oversees 23 charter schools, as of 2014,

with 28 staff.** Local school district authorizers

MNPS and SCS oversee 20 and 39 charter schools, respectively, in the 2014-15 school year, with three
or fewer dedicated staff each. HCDE currently oversees three charter schools with no dedicated
charter staff.*

Many of the duties categorized in this report as authorizing-related are performed in MNPS and SCS by
a small number of staff within a dedicated office. For the purposes of this study it is assumed that
these staff positions are dedicated solely to charter schools, and their salaries and benefits may be
identified as costs related to authorizing. These staff members are responsible for communicating
directly with the charter schools in their district and coordinating tasks with other departments in the
district that provide support for charter school operations. Each of these districts also uses staff
throughout the central office to assist with tasks related to authorizing functions.*® In HCDE, the
Assistant Superintendent administers charter school responsibilities in addition to other district tasks.*®
Currently, each district covers all staffing costs related to charter schools through their general fund.*
The ASD currently funds its central office through Race to the Top funds; however, this grant money
expires at the end of the 2014-15 school year.*®

Most of the staff at the ASD are responsible for authorization, performance monitoring, and oversight for
the district's schools. The ASD is currently evaluating its staffing model to determine which positions
perform required functions related to authorizing, which perform optional functions that may be covered
by additional fee-for-service agreements, and which perform some of both functions. ASD functions
and assigned staff are:

= Performance Management of Schools: 12
= Finance: 7

= Operations: 7

= Communications: 2%

Authorizing Related Responsibilities
Authorizing responsibilities generally fall into four categories: application review, contract negotiation,
oversight, and renewal or closure.

Application Review

Authorizers are responsible for reviewing all charter school applications and deciding whether to
approve or deny the creation of a charter school.*® Depending on how many applications are received in
a review cycle, a district may recruit review teams to assess each application and provide a preliminary
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recommendation to the local board of education. Review teams are responsible for evaluating each
application’s organizational design and capacity plans in three areas: academics, finances, and
operations. Authorizers may charge charter schools an application fee of up to $500;%* MNPS, HCDE
and SCS charge a $500 application fee. To date, the ASD has not charged an application fee. In MNPS,
this fee is used to compensate application reviewers; in SCS, the fee is sent to the district’s general
fund.5?

The interview process provides an opportunity for the authorizer to meet members of the potential
charter school’s governing board, ask questions, and allow the applicant to clarify and expand upon the
application materials. MNPS and ASD complete interviews with every applicant, while SCS and HCDE
reserve the right to interview applicants when deemed necessary.>* "

MNPS, SCS, and HCDE use a state-approved scoring rubric to review each charter school application;
the ASD developed a separate rubric for scoring its charter school applicants.' An applicant must meet
or exceed the standard in all three areas: academic, operational, and financial; superior performance in
one area cannot compensate for weakness in another.

Tennessee Department of Education’s Charter School Application Scoring Rubric:
Rating Characteristics

Meets or Exceeds Standard The charter school application reflects a thorough
understanding of key issues. It clearly aligns with the
mission and goals of the school. The charter school
application includes specific and accurate information that
shows thorough preparation.

Partially Meets Standard The charter school application meets the criteria in some
aspects, but lacks sufficient detail and/or requires
additional information in one or more areas.

Does Not Meet Standard The charter school application is significantly incomplete;
demonstrates lack of preparation; is unsuited to the
mission and vision of the district or otherwise raises
significant concerns about the viability of the plan or the
applicant’s ability to carry it out.

Source: Tennessee Department of Education, “Charter School Application Materials — 2014 Replication Application/Application
Supplement Scoring Rubric,” http://www.tn.gov/education/ (accessed Oct. 8, 2014).

( )

. J

As of the 2014-15 application cycle, HCDE has interviewed all applicants.

All Tennessee school districts except for the ASD use the same application and scoring rubric. TDOE updates these
materials on an annual or bi-annual basis using feedback from active authorizers, past applicants, and other
stakeholders.
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By law, districts may deny an application based on a finding of substantial negative fiscal impact on the
district, or if there are questions about the legal status of the applicant’s employees.>* A local board of
education may have additional policies in place for evaluating the impact of charters within its district,
including strategic location, need for academic improvement, and targeted populations. If the board
denies an application, it must state in writing the reasons for denial.>®

In MNPS, three to four teams each consisting of subject area experts in special education, English
language, curriculum and instruction, federal programming, and finance, as well as charter school
representatives and external stakeholders with organizational, business, finance, legal, and
management expertise review charter school applications. Each team must attend training sessions
before they begin reviewing applications. Review teams are responsible for meeting with their team
leaders and the Coordinator of Charter Schools to clarify any questions, prepare for the applicant
interviews, and discuss the strengths and weaknesses of the application.®®

SCS has one internal review team comprising department heads from finance, special education,
assessment, curriculum and instruction, and other relevant departments. Review team members meet
with the district’s charter school staff to discuss the expected number of applications and deadlines.®’

HCDE’s Assistant Superintendent recruits an internal review team with representatives from relevant
departments, such as human resources, special education, curriculum and instruction, and finance to
assist in the application review process. The review team meets weekly during the application
process.*®

The ASD recruits contract employees as external application evaluators to review applications and
make a recommendation to approve or deny to the ASD leadership team, which makes the final
decision. Evaluation teams consist of between four and seven evaluators; each evaluator receives up
to five hours in preparation and training. The review process for each application, which includes
reviewing application materials, preparing questions, and conducting applicant interviews, is expected
to take up to 25 hours. The ASD has developed a different scoring rubric than the one published on
TDOE's website for district authorizers.°

Exhibit 3: Application Timeline

January31,
2014 9 DE_YJ 30 Days School Opens
Charter LEA has 90
submits Letter days to review LEA has 30 51518
of Intent to application days to review Charter opens
Open to TOODE and approve amendead one year after
and LEA or deny application approval

April 1, 2014 30 Days Planning Year
Charter Charter has 30 5Y 14-15
Submits days to amend If approved

Application to application if charter has 1

LEA denied -
school yearfor
planning

Source: Tennessee Department of Education, “Timeline — Letter of Intent to School Opening,” http://www.tn.gov (accessed Oct. 13, 2014).

14


http://www.tn.gov/education/schools/docs/TN_CS_Auth_Timeline_2014.pdf

Within 90 days of receipt of the application, the local board of education must vote for final approval or
denial of the application.® If the local board of education denies an application, the applicant has 30
days to submit an amended application. The local board then has 30 days to approve or deny the
amended application.®* Should the local board of education deny the amended application, the sponsor
may submit an appeal to SBOE within 10 days.5?? SBOE then has 60 days to review the application.5?
On review, the SBOE may uphold the district decision to deny the charter application. The SBOE's
decision is final.®* Should it overturn the district denial, the SBOE may direct the school district to
approve the application, in which case the school district must act as authorizer to the charter school
applicant.%® (See Appendix E: Charter school application timeline, 2014-15.)

In 2014, Public Chapter 850 expanded the role of the SBOE beyond hearing charter schools’ appeals.
The SBOE will serve as an authorizer in appeals where the board rules in favor of a charter school
applicant seeking to open a school in a district with at least one priority school.®®

Contract Negotiation

Upon approval of the application, the authorizer and the governing body of the charter school sign a
binding contract, or charter agreement, that outlines the responsibilities of the charter school governing
body and the authorizer.®”

Charter schools may also negotiate fee-for-service contracts with either the authorizing district or
outside vendors for optional services such as transportation, facilities, and school nutrition programs.5®

Oversight

The authorizer is responsible for ensuring that all charters maintain compliance with state and federal
law, all conditions and standards set forth in the charter agreement (e.g., academic performance
benchmarks), and acceptable standards of financial management.®® Tennessee authorizers may
develop their own performance frameworks. Only the SBOE is required by state law to adopt national
authorizing standards.” Two Tennessee authorizers (the ASD and MNPS) have created a performance
framework to monitor charter schools’ performance in the areas of academics, organizational
management, and fiscal operations.

Compliance: Charter authorizers are responsible for ensuring that charter schools maintain compliance
with:

= The charter agreement drawn between the school and the authorizer

= All applicable federal laws, including civil rights and anti-discrimination statutes

= Tennessee teacher licensing requirements and background checks of all personnel

= State and federal special education service requirements

= Other state and federal regulations related to health and safety, vaccinations, open

meetings, public records, student due process rights, parental rights, and instructional time
= Annual training requirements for governing bodies™

J
If a district denies an application to convert an existing school to a charter school, the applicant may not appeal to the
SBOE.
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Academic Performance: Charter schools are subject to the same federal and state student
assessment accountability laws as traditional public schools. Charter school students’ scores on state
and federal assessments are included in the district's academic outcomes.”

MNPS uses the same Academic Performance Frameworks for charter schools as it uses for the
traditional public schools in the district. Four weighted performance indicators provide the district with
an overall view of an individual school’'s performance:

1. Academic progress (50 percent)

2. Attainment and college readiness (30 percent)

3. Achievement gap (5 percent) — These measures reflect the difference or gap in achievement
between subgroups of students that are traditionally disadvantaged and their traditionally non-
disadvantaged peers.

4. School culture (15 percent)™

MNPS issues an annual report card to each charter school to notify them of their current status with
respect to the renewal of their charter agreement: renew, renew with conditions, or non-renewal based
on the school’s academic performance, organizational management, and fiscal policies.”

SCS and HCDE monitor the academic outcomes of charter schools by examining school performance
on mandatory state tests.”> SCS is currently developing a new academic performance framework.”®

ASD requires charter schools to administer formative assessments in addition to mandatory state tests
and each charter’s own benchmark assessments to evaluate academic achievement.X The ASD uses
its own academic performance framework to conduct bi-annual reviews with each charter school
operator and to make decisions regarding charter school replication and replacement.”’

Organizational Management: Each charter school operates under the management of a governing body
responsible for overseeing the school’s budget, administration, and academic program.” The
governing body must provide annual progress reports and audits to the local school board of the
authorizing district and the state Commissioner of Education.” Authorizing districts monitor that the
charter school is operating under sound management in areas such as the educational program,
governance, student enrollment and recruiting, school environment, and staffing..® MNPS has
developed its own set of standards for organizational management, which includes such indicators as
the education program, financial health, governance and reporting, and school environment.®* The ASD
also evaluates charter school performance based in part on the charter school’s organizational
management.8?

K Formative assessments are used to monitor student learning throughout the school year; summative assessments,
such as the TCAP, are given at the end of the school year.
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Fiscal Management: As a public school, charter schools bear responsibility for the appropriate use and
management of public education dollars.®® By approving a charter school, an authorizer is responsible
for ensuring that a charter school maintains accurate records and operates the school in a fiscally
responsible manner.8* Authorizers must collect an annual report and audit from each charter school.
The annual report details:

= progress of the school toward achieving goals outlined in its charter

= any information the district must report to the state such as employee salaries, licensure,
and highly qualified status

= financial records of the school, including revenues and expenditures85

Should an authorizer have reason to believe that a charter school is not in compliance with the financial
requirements in state law, the Comptroller of the Treasury may request additional financial
documentation.® A charter school found to have operated in a fiscally irresponsible manner may face
intervention or charter revocation.®’

MNPS: The MNPS performance framework includes a financial management component, and the
district reviews each charter school’'s annual audit to assess its financial health. This assessment of a
charter school’s financial health aligns with the annual audits required of charter schools and is
included in the annual report card issued to charter schools.®

SCS: Shelby County collects each charter school’'s annual report and audit and submits these
documents to TDOE as required by Tennessee law. The district’s finance office reviews each charter
school’s annual audit.®®

HCDE: Hamilton County collects each charter school’s annual report and audit, and submits these
documents to TDOE as required by Tennessee law. The district does not have a financial performance
framework in place to monitor the financial status of its charter schools.*®®

ASD: The Achievement School District’'s performance framework includes academic, financial, and
organizational components. The financial review of charter schools follows the same process as
academic monitoring.** (See “Oversight — Academic Performance.”)

Distribution of Funds

The authorizer is also responsible for distributing all applicable federal, state, and local funds to charter
schools. Charter schools must receive the same per student state and local funding amount as the
authorizing school district, as well as all applicable federal funds. The authorizer must distribute charter
schools’ funding allotment in no fewer than nine equal payments.®?

Intervention

Districts are responsible for monitoring charter school progress and may develop an intervention
process.®® Current district policies include school visits, written notification, denial of increased
enrollment or expanded grades, and revocation of a charter. If requested, a district may provide
assistance to the charter in developing a plan for improvement, though the charter school is ultimately
responsible for remedying any problems related to violations or poor academic or financial
performance.




Charter renewal or closure

State law requires that charter schools and authorizing school districts enter into 10-year charter
agreements.® At the end of this period, an authorizer is responsible for either renewing or closing a
school based on past academic performance and financial standing.®® A charter school seeking
renewal must submit a renewal application to the chartering authority on or before April 1 in the year
prior to the expiration of the existing charter agreement. The authorizer is required to rule on or before
the following February 1 whether or not to approve or deny the renewal application for another 10-year
period.®® The renewal application must report on the school’s operations for the past nine years,
including standardized test scores, financial statements, and performance audits.®” One year prior to a
charter contract expiring, the authorizer must provide documentation of renewal eligibility to the charter
school.%

If a charter school fails to maintain the performance goals outlined in the charter agreement or is not
operating in a fiscally responsible manner, the authorizer is allowed under state law to revoke a charter
and close the school. Charters may also face closure if there have been violations of the charter
agreement or if there are significant organizational concerns.®®

Public Chapter 721 (2014) requires authorizers to close any charter schools labeled “priority” under the
state’s accountability system for 2015 or any year thereafter. The Tennessee Department of Education
releases the list of priority schools every three years. The list released in 2014 applies to the years
2015 through 2017. Any charter school identified on this list is required to be closed at the end of the
school year. This does not apply to schools within the Achievement School District or traditional public
schools that have been converted into charter schools; these schools must appear on the priority
school list for two consecutive cycles before they may be closed for poor academic performance.®

Once a charter school is slated for closure, the authorizer must assemble a team to oversee and
execute the closure process, which includes notifying current students of the impending closure and
identifying other schools they may attend. The authorizer must collect all student and employee records
and all financial statements from the charter school, including a final school audit.’** The authorizer
must ensure the proper disposition of remaining charter school funds and assets and inform all parties
with a vested interest of the forthcoming closure. The authorizer is not responsible for any of the debts
incurred by the closing charter school and cannot assume any outstanding debts unless the authorizer
was listed along with the governing body of the charter school as a party to any remaining contracts.0?
Should the charter school retain any public dollars at the time of its closure, those funds revert to the
authorizing district.1*® Additionally, the district may have to collect any equipment, such as computers,
and materials purchased with federal dollars from charter schools slated for closure.

Administrative-related responsibilities

For the purposes of this report, OREA has categorized as administrative-related those responsibilities
related to school operations and management that are often performed by existing departments within
a district’s central office. Depending on the size and structure of the central office, the departments that
carry out these duties may vary from district to district.
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Planning, Student Assignment Services, and/or Operations

This administrative function of school districts concerns student enrollment, including zoning, school
capacity plans, short-range and long-range planning, personnel and materials allocations to each
building, real estate management, and capital improvement planning. Functions related to charter
schools may include:

= Projections: collect early enroliment headcounts for each of the charter schools.

= Enrollment verification: ensure every student, including those attending charter schools,
receives a letter confirming their fall school enroliment information.

= Demographics: maintain current enrollment figures and building and program capacities for
every school in the district, including charters.

= Application review: provide demographic information to application reviewers about a
proposed school’s location, capacity, intended student population, and impact on the district.

= School Closure: inform via mail all students who attended a closing school of their options
for zoned or choice enrollment for the upcoming school year.

= Facilities: maintain list of underutilized or vacant properties that may be available for charters
to use, including co-locations or entire buildings. For charter schools that are using district
buildings, this department may be responsible for overseeing the lease agreements and
providing information on a building’s appraisal and maintenance status.

= Data Management: maintain student records within the district and verify ADM reports to the
Tennessee Department of Education.™”

Human Resources

This department within school districts is responsible for providing services related to the recruitment,
employment, retention, and professional development of district faculty and staff. Charter schools are
responsible for providing human resources services to their employees (e.g., determining salaries,
hiring and promotion decisions); districts may provide additional services related to human resources
to charter schools.'® Functions related to charter schools may include:

= Complete required reports including training, experience, and salary data required by the
Personnel Information Reporting System

= Ensure charter school employees maintain proper licensure and endorsements

= Process background checks and new hire forms

= Provide opportunity for new charter school employees to attend an orientation’”

Benefits

A school district’s benefits department is responsible for the enroliment and maintenance of health
insurance coverage (such as medical, dental, and vision), life insurance, and retirement for all district
employees.'%” Charter school employees are required by state law to participate in the same group
insurance plans as other district employees.'’ Charter schools pay for the employer portion of their
employee’s benefits coverage; the district is responsible for ensuring that all records are up to date and
employees are receiving the appropriate coverage. Functions related to charter schools may include:

= Provide benefits enrollment, calculation, and administration
= Address questions and concerns from charter school employees related to their benefits
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= Maintain accurate and timely records of all charter school employees
= Provide online enrollment tool and training to staff as necessary

. . . 09
= Bill charter schools for various premlumsl

Finance and Business Office
The finance and business office within school districts is responsible for the district's annual budget
and the receipt and distribution of all federal, state, and local education revenue. Functions related to
charter schools may include:

= Communicate directly with charters regarding receipt of payments, ADM counts, and BEP
estimates, when available

= Submit annually a budget for the upcoming school year as well as an Annual Financial
Report Managing ledger

= Collect and review each charter school’s Budget and Annual Financial Report for inclusion
with the district’'s submission of Annual Public School Budget Documents and Annual Public
School Financial Reports to the Tennessee Department of Education by August 1

= Negotiate and process contracts

= Assist in application reviews for all new charter schools™

Technology

This department is responsible for software development and support, server maintenance, data

management, and training for the district. This department may oversee the Student Information

System (SIS) used to maintain student attendance, performance, and disciplinary records. Functions

related to charter schools may include:

= Provide each charter school with a computer to access the district’'s SIS

= Train charter school staff for use of the district's SIS

= Secure E-Rate" pricing for those charter schools that choose to participate

= Maintain data warehouse that allows schools to access various types of reports based on
school and student level demographicslll

Authorizer Funding
Authorizer functions may be funded through a variety of means, including the authorizer’s existing
budget, a specific state appropriation, a dedicated authorizer fee, or some combination of the three.*2

Whatever the source of funding, these dollars are typically used by authorizers to fund staff positions
responsible for overseeing charter schools and, in the case of school district authorizers, coordinating
support for charter school operations from other departments in the district. Some authorizers, such as
newly created independent chartering boards and state authorizers, may not have the existing staff and
infrastructure found within a school district’s central office and, thus, may require start-up funding to
hire staff and develop the infrastructure necessary to begin operations.'**

L E-Rate provides discounts to help schools and libraries obtain affordable telecommunications and Internet access.
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Existing revenue sources

Some charter authorizers fund all authorization duties through their existing budgets, often assigning
charter school-related duties to existing staff members. This method of funding is subject to changes in
district leadership and financial priorities each budget cycle; authorizers resistant to charter school
expansion may be less inclined to dedicate funds to authorizing duties.**

In Tennessee, school districts currently fund all expenses associated with charter school authorizing
through existing revenue sources. Tennessee law requires charter schools to receive all appropriate
funds based on 100 percent of state and local funds received by the school district, prohibiting school
district central offices from retaining state and local funding to account for any overhead or other costs
related to authorizing functions unless specified in the charter agreement between the authorizer and
charter school.**®

The Achievement School District currently funds the majority of its central office operations through the
use of $22 million in Race to the Top grant funding.'® (See Appendix D: Definitions.) This grant money
expires at the end of the 2014-15 school year.**’

State appropriations

States that appropriate funding specifically for charter school authorizers typically direct such funding to
statewide authorizing agencies. This funding mechanism provides resources to authorizers without
diverting funds from charter schools, but may vary from year to year.**8 In Tennessee, the State Board
of Education receives state funding appropriated specifically for charter school authorizing functions.
SBOE received a state appropriation for FY14-15 to fund additional staff, supplies, and training for
authorizing duties.*®

Authorizer fee

Strengths and weaknesses of an Some other states allow charter authorizers to
authorizer fee collect a fee from authorized charter schools,
Strengths: typically based on a percentage of a specified
= Directly links the amount of authorizer revenue base, to fund their operations. Currently,
funding to the number of schools and 22 states and the District of Columbia permit
students an authorizer monitors authorizers to assess such a fee, with fees
= Stable funding mechanism ranging between 0.5 percent and 15 percent of a
charter school’s annual per-pupil funding. Six of
Weaknesses: these states and the District of Columbia allow
= Diverts per-pupil charter school funding only non-district authorizers, such as state
to authorizers, and may provide an agencies and not-for-profits to charge such fees.
inappropriate incentive to approve and Sixteen states allow school districts to charge an
keep open poorly performing schools authorizer fee.'?® These fees generally range from
= May provide too little or too much 0.5 percent to 5 percent of per-pupil funding.?
funding depending on the number of Tennessee authorizers may not retain any state
schools the authorizer monitors and local funding to account for any overhead or
other costs related to authorizing functions unless

Source: National Association of Charter School Authorizers, . .
“Charter School Authorizer Funding,” p. 2, specified in the charter agreement between the

hitp://www.qualitycharters.org/ d July 21, 2014). .
b:/hwwiw.qualitycharters.org/ (accessed July ) authorizer and the charter school.!??
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Authorizer Fees

An authorizer fee is a predetermined amount of funding retained by the authorizer as compensation for
costs associated with authorization, including staff dedicated to oversight of charter schools as well as
administrative-related duties performed by a district’s central office.?®

Model Legislation

The National Association of Charter School Authorizers (NACSA) and National Alliance of Public Charter
Schools (NAPCS) have developed model legislation to guide the creation of charter authorizer funding.
The legislation is designed to create adequate funding for authorizers while also ensuring that
authorizers are accountable for using funds responsibly and appropriately.*?*

NACSA advocates for a “hybrid approach” to authorizer funding that includes a state appropriation to
each authorizer combined with a percentage of per-pupil revenue deducted from each authorized
charter school. This option reduces the amount of per-pupil funding diverted to pay an authorizer fee
and, if the state appropriation is not based on the number of schools authorized, may reduce the
likelihood that authorizers would approve charter applications for the sole purpose of generating
revenue. NACSA states that this method “could fund all authorizers more efficiently by providing a larger
base amount [of state appropriations] to new authorizers and a smaller base amount for well-
established authorizers ‘of scale.”!?°

NACSA indicates 3 percent of per-
pupil revenues is usually adequate
to cover authorizing functions in a

Exhibit 4: NACSA’s Model Legislation for Charter School
Authorizer Funding

o 1. Base the fee structure on a percentage of a specified
school district, based on surveys revenue base (versus a set fee per student or school) as
of authorizers.'? NACSA this allows for adjustments with inflation,

recognizes that authorizers require 2. Consider enforcing a cap on “the total amount of funding
available to an authorizer or reducing the percentage of the
fee that authorizers are paid once a certain threshold is
reached.”

providing quality authorizationand 3. Provide a state appropriation to new authorizers to cover

sufficient resources to carry out
the duties associated with

oversight of charter schools.*?’
The direct costs of dedicated
authorizing staff are more easily
guantifiable than the indirect costs,
which may be distributed across
other staff, that a district may incur
in ensuring accountability and
providing support to charter
schools.

NAPCS is a nonprofit organization
working to advance the quality and
growth of charter schools.'?® The

first year start-up costs for new responsibilities.

. Ensure the fee is uniform among all authorizers of the same

type. If authorizers are able to set their own fee structure,
they may impede charter operators from entering their
district if the fee is set too high; on the other hand, charter
operators may shop around for the lowest rate if there is not
a uniform fee, discouraging quality authorizing.

. Clearly outline the process and timeline by which authorizers

withhold or collect their fees to ensure “sound budgeting and
adequate cash flow.”

. Enforce accountability and transparency by requiring

authorizers to report on the amount of authorizer fee
revenues collected and how they are spent.

. Conduct periodic reviews of the authorizer fee rate and

process to ensure that the current rate is appropriate.

Source: National Association of Charter School Authorizers, “Charter School
Authorizer Funding,” pp. 4-5, http://www.qualitycharters.org/ (accessed July 21,
2014).

organization’s model charter
school law includes a provision for
adequate and guaranteed
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authorizer funding through the implementation of authorizer fees paired with public accountability
provisions for authorizers in the form of detailed reports on authorizer expenditures. The organization
also draws a distinction between authorizer funding and revenue generated through fee-for-service
contracts. The organization recommends that all service contracts between an authorizer and charter
schools be kept separate from authorizer fees and supports prohibiting authorizers from requiring that
charter schools purchase services from them.'?®

Authorizer Funding Considerations

Per-pupil expenditures: If an authorizer fee is based on a percentage of per-pupil expenditures, the
amount of funding generated will vary according to each authorizer’s per-pupil spending. In
Tennessee, the revenue that would be raised through an authorizer fee would vary by district. The
total amount of revenue received by charter schools is dependent on each district’s level of state
and local funding for education.**® Exhibit 5 outlines possible per-pupil revenues raised for an
authorizer at various fee percentages.

Exhibit 5: Per-Pupil Authorizer Revenue Examples

MNPS SCS ASD MNPS | ASD SCS HCDE
Charter School
PPR EY 2013-14* $9,086 $7,518 $9,268 $7,867 $7,390
Fee Percentage
0.5% $45.43 $37.59 $46.34 $39.34 $36.95
1.0% $90.86 $75.18 $92.68 $78.67 $73.90
2.0% $181.72 $150.36 $185.36 $157.34 $147.80
3.0% $272.58 $225.54 $278.04 $236.01 $221.70
4.0% $363.44 $300.72 $370.72 $314.68 $295.60
5.0% $454.30 $375.90 $463.40 $393.35 $369.50

Note: *Per-Pupil Funding for Charter Schools Providing Transportation. The ASD per-pupil funding includes the state portion of capital
outlay. The per-pupil funding for charters not located within the ASD does not include the state portion of capital outlay. The state
portion of capital outlay funding is given directly to non-ASD charter schools by TDOE and is not distributed by the district.

Source: Tennessee Department of Education, “Charter School Application Materials,” http://www.tn.gov/ (accessed Oct. 13, 2014).

There are many variables that affect the structure of charter school authorizer fees. Best practices
would suggest a consideration of authorizers’ other revenue sources, expenditures, required
authorizer functions, the allocation method and amount of funding to charter schools, and the
method authorizers use to implement oversight duties.*** The amount of money spent on education
varies greatly by state, and, therefore, it is difficult to rely exclusively on another state’s formula.*2
For example, in FY2012, U.S. Census data reports that D.C. Public Schools spent $17,468 per-
pupil compared to $8,294 in Tennessee.'** 3¢ A 3 percent fee on per-pupil funding results in
approximately $525 per student in D.C. compared to approximately $249 in Tennessee.

Implementation: Existing charter agreements may allow the immediate implementation of an
authorizer fee, or may require that the fee be delayed until renewal of the charter agreement.

Economies of scale: An authorizer fee links the amount of funding received by an authorizer to the
number of schools and students it monitors. Authorizer fee revenues increase as the number of
charter schools grows. After a certain number of charter schools have opened, however, each
additional charter school will represent only a marginal increase in an authorizer’s workload,
especially for authorizers that have already created and filled staff positions solely dedicated to
authorizer duties. While each charter school may only represent a marginal increase in work, the
continual addition of schools may eventually necessitate additional staff and resources.
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Small districts with a limited central office staff may encounter a different problem: the creation of
one or two charter schools may not generate enough revenue to adequately cover the costs
associated with authorizing. It is for these reasons that NACSA urges policymakers to carefully
consider whether funding levels produced by an authorizer fee are appropriate (neither too much
nor too little) to the number of schools monitored by the authorizer.**

Fee structure: States must determine whether an authorizer fee is based on all revenue (local,
state, and federal), or some combination of the three. Additionally, the state must determine how to
calculate the fee. Percentage-based fees adjust to cost fluctuations, such as inflation and variations
in per-pupil funding and enroliment, whereas a fixed dollar amount does not.**¢ As of June 2014, no
state had implemented a flat fee.

New authorizers versus established authorizer: A newly established authorizer may require
additional funding until it has approved enough schools to generate sufficient funding.*” In addition,
newly created authorizers may require start-up funding to develop the necessary infrastructure and
systems to begin operations.*®

Type of authorizer: Each type of authorizer may require different levels of funding to operate. Local
school districts have existing staff in place that may be used in addition to a small number of
dedicated staff to address charter-related responsibilities. Independent chartering boards, such as
the ASD or SBOE, may require a higher level funding because all staff must be hired with the
creation of the board.** Each authorizer’s needs and expenses may vary, and it may be necessary
to evaluate each to set appropriate authorizer fees.

Transparency: Model legislation from both NACSA and NAPCS advocates for public reporting of
authorizer expenditures to ensure appropriate use of collected authorizer fees.'*°

Types of charter schools: New charter schools may have more difficulty paying an authorizer fee
than established charter schools. New charter schools must make numerous initial purchases
associated with opening the school, including furniture and materials, and an authorizer fee is an
additional cost.*** However, an authorizer fee may be more defensible in such cases, as new
charter schools can require more assistance from the authorizer, and authorizers may choose to
more closely monitor new charter schools given that they pose the highest risk for failure and
closure.#?

Conversion charter schools may also require heightened involvement from an authorizer, at least
during the conversion process. MNPS has hired additional staff to oversee the conversion process.
Districts may be able to recruit high quality operators to convert existing schools to charters in
exchange for a lower authorizer fee.**3

Authorizer Funding in Other States

As of 2014, 42 states and the District of Columbia have charter school laws.** As of 2013, NACSA
reports 58 percent of local school districts utilize funds from authorizer/oversight fees to carry out
authorizing functions, while 48 percent are funded from the district’s general fund. Authorizers may
have more than one source of revenue.#

States may take into account several factors when determining funding sources for authorizers,
including academic performance of a charter school, the type of authorizer, facilities, and student
enrollment. In California, authorizers may charge up to 1 percent for the actual costs of oversight or up
to 3 percent if the authorizer provides the charter with rent-free facilities.*® In Florida, charter schools
may be charged up to 5 percent of per-pupil funding for up to the first 250 students or 500 students
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enrolled in a system of charter schools meeting certain criteria (e.g., all schools located in the same
county). Academically high-performing charters pay a reduced rate of 2 percent.*¥

States that provide funding for authorizers may provide different amounts depending on the authorizer.
In Utah, the state charter school board, similar to the Tennessee State Board of Education, is funded
through annual state appropriations, and higher education institutions, which serve as authorizers, may
assess an authorizer fee of 3 percent for the first two years; the fee drops to 1 percent in the third year
of operation. Local school boards in Utah receive no additional dedicated funding either through state
appropriations or an authorizer fee.8

OREA staff conducted an informal survey of legislative staff in states with an authorizer fee to
determine what, if any, issues arose during those states’ debates over authorizer funding. Respondents
indicated that debate often focused not on whether the state should create an authorizer fee but rather
how that fee amount should be set.

Several states, such as New Mexico and Indiana, monitor the use of funds received by the authorizer
through the annual audit or budget process.'#°

(See Appendix C: Charter school authorizing laws by state and Appendix F: State profiles of authorizer
funding laws.)

Exhibit 6: Sources of Authorizer Funding by Authorizer Type

Higher Independent Local Not- State
Education Charter School for- Education | Overall
Institutions Boards Districts | Profits | Agencies

Funding
Source

Oversight fees
deducted from
charter school
revenues
State
appropriations
for authorizer
functions
Regular
operating
budget of the
authorizing
office’s parent
organization
State or federal
grants
Foundation
grants

76% 64% 58% 93% 27% 53%

24% 64% 9% 0% 53% 33%

7% 0% 48% 40% 27% 20%

3% 18% 12% 0% 33% 11%

0% 27% 1% 7% 7% 15%

Note: Percentages may not equal 100 percent. Authorizers may receive revenue from multiple sources.
Source: National Association of Charter School Authorizers, The State of Charter School Authorizing: 2013, p. 9,
http://www.qualitycharters.org/ (accessed Oct.7, 2014).
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Exhibit 7: Charter School Authorizer Funding

nv

, - I o Charter School Law

T Mo funding mechanism for authorizers

’ Il Funding for some types of authorizers

Funding for school district authorizers

Source: National Alliance for Public Charter Schools, “Model Law and State Rankings,” http://www.publiccharters.org/ (accessed Oct.
21, 2014).

Section 2: Charter School Funding

State and Local Funding

Tennessee Public Charter Schools Act of 2002

A local board of education shall allocate to the charter school an amount equal to the per-student
state and local funds received by the LEA . . . The allocations shall be in accordance with the rules
and regulations promulgated by the department of education . . . The LEA shall distribute the portion
of local funds it expects to receive in no fewer than nine equal installments to the charter schoaols in
the same manner as state funds are distributed pursuant to chapter 3 of this title. If the amount of
local funds received increases or decreases from the budgeted figure, the LEA may adjust
payments to the charter schools in October, February, and June. Before adjusting payments to the
charter schools, the LEA shall receive approval from the commissioner. . .

Tennessee Code Annotated 49-13-112(a)

Allocations shall be based on 100 percent of state and local funds received by the LEA, including
current funds allocated for capital outlay purposes, excluding the proceeds of debt obligations and
associated debt service.

Tennessee Code Annotated 49-13-112(b)(1)

Achievement School District

The ASD shall receive from the department or LEA, as appropriate, an amount equal to the per-
student state and local funds received by the department or LEA for the students enrolled in the
ASD school.

Tennessee Code Annotated 49-1-614(d)(1)
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Background: Education Funding in Tennessee

State and local funds are the primary sources of revenue for Tennessee schools. In 1992, the
Tennessee General Assembly passed the Education Improvement Act, which increased state K-12
education funding and created the Basic Education Program (BEP). The BEP formula calculates state
funds to be allocated to individual districts and the amount of funding local systems are required to
generate. The BEP is a funding formula, not a spending plan or budget. With certain exceptions, each
school district determines how to spend BEP funding.

State and Local Revenue for Education

Authorizers in Tennessee do not have discretion over which funds to allocate to charter schools.
Authorizing districts must follow Tennessee law and SBOE rules, which require allocations to charter
schools be based on 100 percent of state and local funds received by the school district.**® Charter
schools must receive an amount equal to the per-student state and local funds received by the local
school district.**!

State Revenue for Education

State revenue sources for education include the state sales tax, mixed drink tax, and cigarette tax.
Other state revenue sources include driver education, financed at the state level through fines
collected; other state education funds, such as the state’s portion of adult education, salary equity
funds, Families First, Family Resource Centers, and E-Rate; Career Ladder program; extended
contracts; other vocational; and other state grants.

State Revenue Related to Charter Schools

Calculations of funds for charter schools are based on 100 percent of the state revenue received by the
authorizing district.*2 Achievement School District (ASD) charter schools receive an amount equal to
the per-student state funds received by charter schools in the originating district.*>> M The only state
dollars that are not included in the per-pupil calculation for charter schools are for district teachers who
still receive funding through the Career Ladder Program.** N

Local Revenue for Education

Half of the local option sales tax revenues received by a school district must be appropriated to
education. Other local revenue sources include property taxes, the wheel tax, and the mixed drink tax.
Tennessee law prohibits local governments from reducing their budgeted funding for education unless
there is a decrease in the school district’s student enrollment.**®> Local governments may provide
additional funding above the required BEP local match. In fiscal year 2013, each authorizing district
received local funds in excess of the required BEP local match.

M The ASD per-pupil funding includes the state portion of capital outlay. The per-pupil funding for charters not located
within the ASD does not include the state portion of capital outlay. The state portion of capital outlay funding is given
directly to non-ASD charter schools by TDOE and is not distributed by the district.

N Career Ladder was a voluntary program under the 1984 Comprehensive Education Reform Act that rewarded teachers
with higher pay based in part on classroom observations. Charter school employees who qualify for the Career Ladder
program may seek reimbursement for payments through the district.
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Districts may also make funding requests to the local funding body for capital projects.**® While the
BEP generates funding for capital outlay, school districts’ total capital expenditures typically exceed the
amount generated by the BEP, as shown in Exhibit 9.°

Exhibit 8: Fiscal Year 2013 Local Effort and BEP Required Local Match, Sample of Districts

FY 2013 Total Local FY2013 BEP Percent above

District Effort from District Required Local BEP Required
Budget Match Local Match
Metro Nashville Public Schools $515,892,500 $273,694,000 88%
Egm"tqn County Department of $186,750,845 $125,750,000 49%
ucation

Memphis City Schools $410,752,010 $232,698,000 77%
Shelby County Schools $159,268,922 $99,191,000 61%

Source: Tennessee Department of Education, Charter and ASD Funding Overview FY13, undated.

Exhibit 9: State BEP Capital Outlay Funding Compared with Capital Outlay and Capital Projects
Budget by District Authorizer, 2013-14

State Funded Capital Outlay
District Portion of BEP and Capital

Capital Outlay | Projects Budget
Metro Nashville Public Schools $14,162,799 $97,007,709
Hamilton County Department of Education $9,536,687 $130,000
Shelby County Schools $51,996,919 $22,648,619

Notes: (1) State BEP capital outlay funding for ASD schools is calculated according to the local school system in which the school is
located. For example, BEP capital outlay funding for an ASD charter school in Shelby County would be calculated based on the ADM
count for Shelby County Schools.

(2) The capital outlay and capital projects budget is a combination of account codes 76100 capital outlay and 91300 capital projects. This
figure does not include account code 82000 debt service.

Source: Tennessee Department of Education, Charter and ASD Funding Overview FY14, undated.

Tennessee Department of Education, 2013-14 Budget Category Expenditures, undated.

Local Revenue Related to Charter Schools

ASD charter schools and charter schools within traditional school districts receive funding from the
same local revenue streams.’ Districts must pass along to charters an amount equal to the local
funding generated for all BEP components, including funding in excess of the required local match, with
one exception: capital outlay funding. Charter schools receive state and local capital outlay funding
generated through the BEP, but districts are not required to share with charter schools any additional
capital outlay funding beyond the required BEP local match.**® The law does not prohibit districts from
including charter schools in their capital funding requests to the local funding body; to date, no district
has included a charter school in a capital funding request.***?

O The formula takes into account a certain cost per square foot, per student based on elementary, middle, or high school.
It adjusts for equipment costs, architects’ fees, debt retirement, and a building lifespan of 40 years. A district's ADM is
applied to the formula to determine the number of square feet per school system to determine the total amount of state
funding to be provided.

P Metro Nashville Public schools transferred ownership of Highland Heights School to the city of Nashville. The Mayor
included in the capital budget funds for renovations to the building for KIPP Nashville. KIPP formerly rented the space
from MNPS; they now pay rent to the city of Nashville.
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Each authorizing district is required to catalog underutilized and vacant properties within the district and
provide this information to the Department of Education and the Comptroller of the Treasury.%° The
TDOE then provides this information to all charters within the district and any sponsor seeking to open
a charter school within the district.'** Charters may contract with the district to lease facilities.'®? If a
charter school chooses to lease a district facility, the district may withhold up to 1 percent of per-pupil
funds each year for the first four years of a charter school’s operations (no more than $20,000
annually). These funds provide a financial protection to the district should the charter school close
within the first four years and have any outstanding debts related to the facilities agreement. The district
is required to remit these funds and any accumulated interest back to the charter school at the
beginning of its fifth year of operation.%®

As of the 2013-14 school year, five charter schools in MNPS and nine charter schools in SCS utilize
district facilities in some capacity, either by leasing an entire vacant building or co-locating with another
district school.*®* In MNPS, most charter schools utilizing district facilities pay a uniform per-square-foot
rate based on independent appraisals of all district facilities.*®> Conversion charter schools utilizing
district facilities are granted lower rent rates and are included in the district’s capital improvements
plan.%® Schools placed in the ASD are provided existing school buildings and facilities free of charge.*®’

Several local district revenue sources are exempt from the calculation of funding for charter schools.¢®
These revenue sources are listed below (budget codes used are from the Comptroller’'s County
Uniform Chart of Accounts template, which districts must use to classify sources of revenue):

= 44130 — Sale of Materials and Supplies

= 43517 — Tuition — Other

= 43515 — Tuition — Other State Systems

= 43511 - Tuition — Regular Day Students (Virtual School)
= 44530 — Sale of Equipment

= 44560 — Damages Recovered from Individuals

= 44120 - Lease/Rentals

= 44570 — Contributions and Gifts

= 44170 — Miscellaneous Refunds (P-Card)

= 49900 - Indirect Transfers'”

Calculation of Funds

According to SBOE, “student enroliment (average daily membership) is the primary driver of funds
generated by the BEP.""° ADM is defined in Tennessee law as the product of the number of students
enrolled and the “sum of the total number of days enrolled divided by the number of days school is in
session during this period as provided in the rules and regulations of the SBOE.""* A district's ADM
generates funding through the BEP formula for a variety of components, including positions (e.g.,
teachers, supervisors, and assistants), supplies, equipment, and textbooks. Each school district is
responsible for reporting ADM each month from October through June to the Office of Local Finance
within the Department of Education; the Office of Local Finance calculates BEP funds for each school
district.
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The amount of per-pupil funding a charter school receives from the district may vary depending on
whether or not the charter school provides transportation to its students. Charter schools that contract
with outside vendors for transportation receive BEP transportation funds; charters contracting with the
district or not providing transportation do not receive BEP transportation funds.’2

ADM Related to Charters

Prior to the beginning of each school year, districts provide charter schools with an estimate of the
district's ADM for the coming school year. For existing charter schools, the district estimates the
number of students that will be enrolled by using the previous school year’s enrollment figures,
accounting for any anticipated growth or decline in enroliment. For new charter schools, the district
uses the charter school’s contract to estimate enrollment.*”®

Discussions with charter school leaders and district officials indicated that the majority of charter
school funding concerns arise from ADM-related issues. Because BEP funding is calculated using a
district's ADM, it is imperative that districts report accurate enrollment figures for all of their schools,
including charter schools. Like all district schools, charter schools are responsible for inputting
attendance figures into the district’'s Student Management System (SMS). Any errors or omissions
result in inaccurate reporting and, left uncorrected, will produce improper funding levels for a charter
school. For example, before a student can be counted toward the school’s overall ADM, the SMS
requires that each student have a complete class schedule assigned to him or her as well as a
licensed teacher assigned to each one of his or her classes. Students who lack a complete schedule of
classes or are enrolled in a class without a licensed teacher will not be included in the school’'s ADM.*"*
District central offices make adjustments as necessary to account for any system or clerical errors in a
charter school's ADM.

In order to determine the amount of funding that will be provided to charter schools, districts total their
share of state and local funding received through the BEP formula and then divide it by their total ADM
count. The resulting figure represents the district’s per-pupil revenue amount that will be distributed to
charter schools based on each school’s anticipated ADM for the upcoming school year.'’> TDOE
communicates the estimates for per-pupil-funding to charter schools using the Per Pupil Funding for
the Achievement School District and Charter Schools guide prepared by TDOE. This document
provides charter schools with an overview of all local and state revenue received by the district, the
district’s estimated ADM, and the anticipated per-pupil funding each charter school is expected to
receive for the coming school year.'’®

Example:

100 students estimated to be enrolled in a charter school

Calculation of Per-Pupil Revenue is $8,000 per ADM

100 x $8,000 = $800,000 estimated revenue to be transferred from the district’'s General Fund to the
Charter School*””

Distribution of Funds

State BEP payments are made to school districts 10 times per year.’® Payments are initially based on
prior year ADM and adjustments are made throughout the year as current year ADM counts are
provided to TDOE. Final BEP allocations are sent to school districts in July of each year.
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Distribution of funds related to charter schools

The district is responsible for distributing all funds (state and local) to charter schools with the
exception of the state’s portion of capital outlay dollars, which the state distributes directly to charter
schools.?”® TDOE is responsible for distributing directly to the ASD all state and local funding, including
the state portion of capital outlay, for charter schools in the ASD. For a school placed in the ASD, TDOE
estimates the amount of local education funding the school would receive and withholds that amount,
along with the state funding for that school, from the total state funding sent to the original district.*®° For
non-ASD schools, districts are required by law to disburse payments, including all applicable local
funding, to charter schools in at least nine equal payments throughout the school year.8!

Districts are required to include in annual budgets the per-pupil amount of local funding that will be
distributed to charter schools in the forthcoming school year. Initial allocations to charter schools are
based on the budgeted figure.*®? If local funds received by the local school district increase or decrease,
the BEP formula is adjusted in October, February, and June.'8® As a charter school loses or gains
students throughout the year, their monthly payments are adjusted to reflect actual enrollment.*8* This
process reduces the chances that the charter school will have to reimburse the district for
overpayments throughout the year; it also provides charter schools with a figure on which to base their
budgets.

Considerations for Charter School Funding

OREA discussions with charter school leaders indicated concerns over accurate distribution of state
and local funds to charter schools.'® There is currently no formal process at the state level to
determine if charter schools have received all funds to which they are entitled by law.'%® Because
charter schools do not receive funds in the same way as traditional public schools, it is difficult to make
direct comparisons between the two types of schools to see if charters have been funded accurately.
The following section outlines considerations to assist in the analysis of charter school state and local
funding.

Funding Individual Schools

Each charter school within an authorizing district receives the same per-pupil base amount (equal to
the per-student state and local BEP funds received by the district) multiplied by the charter school’s
ADM.#

Example:
Charter School Ain Shelby County
$7,518 (per-pupil funding for Shelby County Schools) x 100 students at Charter School A = $751,800

Charter School B in MNPS
$9,086 (per-pupil funding for MNPS) x 100 students at Charter School B = $908,600¢®

*Note: Per-Pupil Funding for Charter Schools Providing Transportation

The BEP is not a per-pupil funding formula nor is it a per-school funding formula. The BEP is designed
to fund at the district level. Districts do not fund their schools on a per-pupil basis. Districts do not
create budgets for their traditional public schools using the same per-pupil model used to distribute
funds to charter schools.'® Once a school district receives its allotment of state and local BEP funding,
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the district has discretion over the distribution of these funds to schools.'*° Districts retain a portion of
total BEP funding to pay for administrative costs (e.g., board of education salaries, benefits and
salaries of administrative positions, and district-wide services). The district disburses funding to all
schools, taking into account each school’s enrollment, student demographics, and needed
improvements (e.g., textbook replacement, facility renovations, technology upgrades), and salaries and
benefits of both licensed and non-licensed staff. Districts consider such variables when determining
each traditional public school’s budget allotment; thus, traditional public schools with similar enroliment
numbers and student demographics may not receive the same amount of funding.*®* All charter
schools within a district, by contrast, receive the same amount of per-pupil funding; the variance in
state and local funding among charter schools in a given district is the result of differences in student
enrollment (both number and characteristics of students) and whether or not the charter school
provides transportation.9

Per-Pupil Revenue versus Per-Pupil Expenditure

District- and school-level expenditures cannot be easily linked to their revenue sources. The BEP
generates funds based on components that are necessary to provide a basic level of education. While
these components guide the formula, the BEP is not a spending plan, and districts have flexibility in
how they use these funds. Expenditures listed within a district budget may be funded through additional
revenue sources that a charter school is not required by law to receive, e.g., local capital funds above
and beyond the required local match.'*® Because the level of funding within a district varies from school
to school based on a variety of factors, dividing a district's budget by the total ADM misrepresents the
actual expenditures by a district on a school level. Therefore, it is necessary to review both district and
charter school revenue sources, as well as expenditures listed in a district’s budget, to understand
whether or not charters are funded in compliance with Tennessee law.

TDOE Report Card. TDOE’s annual report card includes the per-pupil expenditure for each district, but
this figure does not represent the actual funds due to a charter school.***

Exhibit 10: State of Tennessee Report Card, 2012-13 School Year

Students & Teachers: State of Tennessee,
All Schools

Teachers B4 112

Administrators 4 5928

Students 59593 541

English Learner Students 44 508

English Learner Student Percent 4 5%
Economically Disadvantaged Student Percent 58.8%
Students with Disabilities 141,154

Students with Disahilities Percent 14.2%

Per-Pupil Expenditure #9 346.350

Tennessee Department of Education, “Report Card, 2013-14,” http://www.tn.gov/education/ (accessed Nov. 4, 2014).
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The use of this per-pupil expenditure to compare charter school funding with funding for traditional
public schools is problematic for a few reasons. First, the per-pupil expenditure listed for each district
includes expenditures that occur at the state level. Each district’'s proportionate share of TDOE
administrative costs (e.g., staff salaries and benefits) and commodities (USDA-purchased foods for the
National School Lunch Program) is included in the report card’s per-pupil expenditure figure.? Second,
the per-pupil expenditure listed for each district does not include all expenditures at the local level.
District expenditures for student body education programs and adult education are not included in the
per-pupil expenditure figure.® Third, the per-pupil expenditure figure on the report card is calculated
based on Average Daily Attendance (ADA). ADA is different from Average Daily Membership (ADM),
which is used to calculate BEP funding. The federal government requires districts to calculate per-pupil
expenditures based on Average Daily Attendance (ADA) as opposed to ADM, resulting in a larger per-
pupil expenditure figure than districts actually spend.**®* ADM counts how many students are enrolled in
a school while ADA counts how often these students attend school.’*® Because of factors that may
result in a student missing school, such as truancy or sick days, ADA results in an overall lower student
count than ADM. When per-pupil revenues or expenditures are divided by a district's ADA, it results in a
larger figure than if divided by a district's ADM.

Accountability for State and Local Funds

Each authorizing district is required by Tennessee law to include the per-pupil amount of local money it
will pass through to charter schools in its annual budget, which is submitted to TDOE for review and
approval. Allocations to charter schools are required by state law to be based on that budgeted figure.*®’

Currently, there is no formal policy or procedure in place at the state or local level to ensure that
authorizing districts pass state and local funds to charter schools in accordance with their annual
budget and Tennessee law.'*® Charter schools with concerns regarding state and local funding may
bring these to the attention of TDOE's Office of Local Finance or the authorizing district.**®

The governing body of a charter school is required by law to submit an annual audit to the authorizing
local board of education, the Commissioner of Education, and the Comptroller of the Treasury.?*® This
audit is to include all accounts and records, including internal school activity and cafeteria funds, of the
school.?®* The governing board of a charter school is required to submit financial records of the school,
including revenues and expenditures, to the sponsor of the school, the chartering authority, and the
Commissioner of Education.?’? These audits and reports do not include a verification of the distribution
of BEP (state and local) funds to charter schools. The documents are intended to provide information
to the authorizer and TDOE to show that the charter school’s financial operations are in order. Neither
the financial records nor the audit ensures that the district appropriated the correct amount of BEP
funds to charter schools.

? The Food Distribution Program coordinates the distribution of USDA-purchased foods (commaodities) to the public and
private nonprofit schools and institutions participating in the National School Lunch Program.

R The Student Body Educational Program includes activities that provide K-12 students with learning experiences not
included in Regular Education, Special Education, or Vocational Education programs, such as band, choir, speech, etc.,
student-financed and managed activities such as class of 20xx, and club accounts. Also included are school
sponsored athletic activities that provide opportunities for students to pursue various aspects of sports involvement.
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Federal Funding

According to Tennessee law, charter schools, including those located within the ASD, are entitled to all
applicable federal dollars, including Title | and other Elementary and Secondary Education Act (ESEA)
funds.?*® These title grants are generally awarded based on the demographics of students and are
targeted to improve outcomes for certain student populations and address other educational needs,
including low-income students, special education, professional development, and English language
learners. Federal funds may flow directly to a school district or they may first pass through TDOE,
which is responsible for allocating the funds to school districts. After receiving the federal funds, school
districts disburse the funds to individual schools or retain the funds to provide district-wide services and
programs in accordance with federal rules and regulations.?** Districts are responsible for ensuring that
charter schools receive and spend their federal dollars in accordance with state and federal law.2%

Education funding in Tennessee is made up of approximately 13.4 percent federal, 46.7 percent state,
and 39.9 percent local revenue sources. These percentages vary by district.2%

Exhibit 11;: Education Revenue, School Year 2012-13

Tennessee Metro Nashville Public Schools
N 5tate- N State-
$4,110,920,304 $256,788,924
W Local - W Local -
53,509,282,090 5527,925,965
w Federal - W Federal -
51,178,875,677 5115,608,209
Hamilton County Memphis City Schools
Deparment of Education
W State - W State-
$135,666,337 5449 577,525
mLocal - m Local -
$204,072,164 $460,023,896
m Federal - m Federal -
550,421,056 $253,750,969
Shelby County Schools
W 5tate -
$187,933,810
W Local -
5158,187,213
w Federal - Source: Tennessee Department of Education, State of Tennessee
330 660.626 Annual Statistical Report, 2014, table 19, http://www.tn.gov/
! ! (accessed Oct. 9, 2014).
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In addition to federal title grants, several federal competitive grants with specific purposes and eligibility
criteria are available to districts and schools.

Charter schools may receive specific federal grants designed to promote the creation and replication of
high quality charters.

Overview of Districts’ Offices of Federal Programs

Offices of Federal Programs within each authorizing district are responsible for the administration and
oversight of federal dollars in schools, both traditional and charter. This includes distributing funds,
ensuring that schools are in compliance with federal rules and regulations, and providing training and
conducting school visits to provide assistance in how to use federal dollars.?’

Funding of Federal Programs Offices and Administration

Federal rules and regulations permit districts to withhold a predetermined amount of money from all
federal title funds and grants to cover related administration, distribution, and oversight costs.
Administrative set-asides are deducted from the total federal funding received prior to disbursement to
individual schools, including charter schools. District administration of federal funds occurs through two
mechanisms: consolidated administration and indirect cost rate.?*® This is distinct from state and local
funding, for which districts may retain a portion of each traditional public school’s total BEP funding to
pay for administrative costs, but are prohibited from doing so for charter schools unless specified in the
charter agreement between the authorizer and charter school.?*®

Funding of Direct/Programmatic Costs- Consolidated Administration:

Funding for federal program offices is provided by the consolidated administration of No Child Left
Behind and ESEA funds, a set-aside to fund direct and programmatic costs associated with the
administration of the federal funds. Regulations of federal programs do not provide a specific limit on
how much funding may be retained to cover central office administrative duties, only that districts are
allowed to set aside what is “reasonable and necessary.”?°

Federal program office positions in SCS, HCDE, and MNPS are funded through a combination of
federal funds including ESEA and Race to the Top funds.?** The ASD has three staff members
dedicated to administration of federal funds. The positions are funded through a combination of School
Improvement Grant (SIG) dollars, Title I, and Title 11.22

Indirect Cost Rate:

The federal government recognizes that many of the costs associated with the administration of federal
programs are indirect and difficult to quantify.?*®* These indirect costs “represent the expenses of doing
business that are not readily identified with a particular grant, contract, project function or activity, but
are necessary for the general operation of the organization and the conduct of activities it performs.”?4
Using a method developed by the U.S. Department of Education (USDOE), TDOE annually calculates
the indirect cost rate for each district.?> Each district deducts this indirect cost amount from federal
funding before allocating funds to schools, including charter schools.?

School Improvement Grants: School Improvement Grants (SIGs) provide federal funding to schools
with poor academic performance.?” SIG grants must be used to implement turnaround strategies,
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including converting an existing school into a charter school. In Tennessee, the grants are awarded to
schools that have been identified as “priority” under the state accountability system.?'® The grants are
allocated for three-year terms.?° (See Appendix D: Definitions.)

Title I: Title | is a federal formula grant designed to provide additional funding to schools to help low-
income students meet state academic standards. School districts distribute Title | funds to schools with
the highest levels of low-income students. Schools with student populations that are at least 40 percent
low-income may operate school-wide Title | programs. Schools not meeting the 40 percent threshold
must use the funds to target students who are failing or most at risk of failing to meet state academic
standards. School districts must also use Title | funds to provide academic services to eligible children
attending private schools.??° Federal regulations require authorizers to begin providing charter schools
with Title | funds in their first year of operation based on projected demographics and enroliment.??

Title | per-pupil allocations vary from school to school within a district depending on the percentage of
students in poverty. For example, Title | per-pupil allocations among schools in Shelby County vary
because of different levels of student poverty across the district’s schools. A school with 95 percent to
100 percent of students qualifying for Title | will receive a larger per-pupil share than a school with 40
percent to 50 percent of students qualifying. Title | per-pupil allocations among ASD schools are
comparable given that all ASD schools have a student poverty level of at least 90 percent.?

MNPS provides charter schools with Title | funded services, including:
= Staff support
0 School Improvement Program Facilitator
0 ESEA Grants Specialist
0 ESEA Secretary
= Maintain SharePoint for Title | documentation
= Oversee state monitoring of Title | in schools™
SCS provides charter schools with Title | funded services, including:
= Professional development regarding Title | budget preparation and management
= On-site Title | equipment maintenance, upgrades, and repairs
= Title  equipment labeling and inventory
= Coordination of Title | with other programs224

HCDE provides charter schools with Title | funded services, including:
= ESEA Grants Specialist and Title | Coordinator
= ESEA Budget Manager
= Oversight of state monitoring of Title | in schools
= Professional Development225

ASD provides charter schools with Title | funded services, including:
= Oversight of state monitoring of Title | schools
= Professional development on federal programs requirements
= Management and training to complete Title | reimbursements
= Maintain Title | documentation
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= Oversight of federal dollars and budgeting requirements

= Oversight and management of competitive federal grants226

Title IIA: Title 11Ais a federal formula grant aimed at improving teacher and principal quality. Through the
use of these funds, districts provide a variety of professional development programs and instructional
coaches.??’

MNPS holds Title I1A funds at the district level in order to provide district-wide professional development
services to all schools, including charters. Charters are notified of professional development
opportunities, and instructional coaches are available to both district and charter schools. Programs
and services offered by MNPS through Title llA include:

= Instructional coaches (funded through a combination of Title | and Title II1A dollars)
= Professional development

= Instructional designers for technology integration

= Classroom organizational and management program training

228

= TELL Survey

In the past, Memphis City Schools/Shelby County Schools held all Title IIA funds at the district level to
provide district-wide professional development services to all schools, including charters. Beginning in
the 2014-15 school year, SCS will begin distributing a portion of Title IIA funds to charter schools for use
in developing their own professional development programming. SCS will continue to hold Title 1A
funding for principal training and curriculum and instruction advisors at the district level. District-wide
services will be available to all schools, including charter schools.??°

HCDE holds most Title IIA funding at the district level in order to provide district-wide professional
development services, including curriculum assistance, to all schools, including charters. The district
distributes to each charter school a portion of Title IlA funding (calculated on a per-pupil basis) that may
be used for staff development and conferences.?°

In the Achievement School District, all Title IIA funds are distributed to schools to support school and
district level professional development activities. Schools submit monthly reimbursements to receive
these funds showing proof of payment and supporting documentation for allowable activities.?3!

Title 1ll: Title Ill is a federal formula grant that provides funding for services to English Learner (EL)
Students. Title Il provides limited funding to districts. Dividing these funds between individual schools
may limit the types of programs or services that may be implemented.?*? All authorizing districts
(MNPS, SCS, HCDE, and the ASD) have chosen to retain Title Il funds at the district level to provide all
schools with district-wide services, such as:

MNPS:
= District-level and teacher-level professional development and coaching
= Support and assistance to schools to ensure compliance with Tennessee English Learner
state policy requirements
= Facilitating cultural exchanges between school faculties and foreign communities
represented in the schools
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= Working with foreign communities represented in MNPS
= Working with ethnically diverse parents through Parents as Partners Program23

3

SCS:
= District-wide services and support provided by the Title Ill Instructional Advisor
= Professional development
= District Title 1l summer programs for EL students”™

HCDE:

= Professional development
= EL equipment and materials
»  Assistance with EL students and services™

Exhibit 12: Federal Allocations by District, Fiscal Year 2013

Metro

Hamilton

. , Shelby Achievement
FY13 Nashv_llle County _Memphls County School
Public Department | City Schools Schools District
Schools of Education
Title I-A $31,720,516 | $13,429,946 | $55,850,736 $6,015,494 $1,287,141
Title 1I-A $3,452,607 $2,042,243 $6,554,731 $893,626 $98,190
Title 1lI-A $1,461,075 $243,652 $1,119,125 $155,736 $7,536

Source: Tennessee Department of Education, FY13 Final Allocations, 2012, http://tn.gov/education/ (accessed Oct. 8, 2014).

The ASD retains all Title Ill funds at the district level. Because the district generates less than $10,000
through Title I, the district works with Shelby County Schools to provide district-wide support and
management of reimbursements for allowable purchases.?®

Other Federal Grants

Authorizing districts may include charter schools in their applications for other federal or competitive
grants; the Federal Programs office in each authorizing district provides charters with information
regarding available grants.?” Charter schools may also apply for federal or competitive grants
independently of the authorizing district.>¢ MNPS and ASD provide grant writing services to all schools
and teachers, including charter schools and staff.2°

In addition to federal and competitive grants that are available to the district and individual schools,
several grants have been developed specifically for charter operators. These grants are provided by the
USDOE, private foundations, and nonprofits.24°
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Charter Schools Program

The USDOE's Charter Schools Program (CSP) was created to increase the level of understanding of
charter schools by expanding the number of charter schools and evaluating their effects on students,
staff, and parents. The USDOE awards eight competitive grants that are specifically designed for the
charter school community. TDOE and specific charter schools in the state have been awarded the
CSP State Education Agencies Grant and the CSP Grants for Replications and Expansion of High-
Quality Charters.

Charter School Program State Education Agencies Grant (Part of the Charter Schools Program)
In 2008 Tennessee received the CSP State Educational Agencies Grant, which is awarded by the
USDOE on a competitive basis to state education agencies. Charter schools apply to the TDOE to
receive sub-grants, which are to be used for initial planning and the sharing of best practices.

Tennessee’s five-year CSP grant was slated to run through the 2013-14 school year, but the state has
received a one-year extension from the federal government. Tennessee’s CSP grant will conclude on
July 30, 2015.

Replication Grant (Part of the Charter Schools Program)

Replication Grants are awarded directly to charter schools with a record of improving student
achievement. These are competitive grants awarded by the USDOE to assist high-quality operators in
their efforts to replicate and expand successful charter models. KIPP Foundation received Replication
Grants in 2011 and 2012 to expand its network of schools in a number of states, including Tennessee.

Investing in Innovation

The Investing in Innovation Fund (i3), a competitive grant program developed as part of the American
Recovery and Reinvestment Act of 2009, provides funding to local educational agencies and
partnering nonprofit organizations or a consortium of schools. The purpose of the fund is to support
entities with a record of improving student achievement, closing achievement gaps, decreasing drop-
out rates, increasing high school graduation rates, or increasing college enroliment and completion
rates.

Tennessee’s Achievement School District, the Louisiana Recovery School District, and New Schools for
New Orleans, were awarded a total of $33.6 million, of which the ASD received $2.9 million, from the
USDOE and private matching funds to turn around persistently low performing schools. The i3 grant is
a five-year grant given to individual schools on a competitive basis. For a charter school to be eligible
to receive an i3 award, the school must apply for authorization through the ASD, agree to turn around
a school that has been labeled a “priority school,” and, if the operator has multiple schools, show
demonstrated success of improved academic scores.

In addition to federal grants, private and nonprofit organizations also provide grants to charter
schools. Some organizations providing support to Tennessee charter schools include the Charter

School Growth Fund, the Tennessee Charter School Center, and Partners for Developing Futures.

Sources: U.S. Department of Education, “Charter Schools Program,” http://www?2.ed.gov/.

U.S. Department of Education, “Charter School Program Grant Competitions,” http://www?2.ed.gov/.

U.S. Department of Education, “Charter Schools Program State Educational Agencies Grant 2009 Awards,” http://www2.ed.gov/.
U.S. Department of Education, “U.S. Department of Education Announces Grants Totaling More Than $14.4 Million to Charter School
Management Organizations,” http://www.ed.gov/news/.

U.S. Department of Education, “U.S. Department of Education Announces Grants for $25 Million to Charter School Management
Organizations,” http://www.ed.gov/.

Tennessee Department of Education, “Charter School Grants,” http://tn.gov/education/.

U.S. Department of Education, “Charter School Program State Educational Agencies Grant,” http://www2.ed.gov/.

U.S. Department of Education, “Charter Schools Program Grants for Replication and Expansion of High-Quality Charter Schools,”
http://www?2.ed.gov/.

U.S. Department of Education, “Investing in Innovation Fund (i3),” http://www2.ed.gov/.

New Schools for New Orleans, “Investing in Innovation,” http://www.newschoolsforneworleans.org/.

Achievement School District, “The ASD is Investing in Innovation,” http://achievementschooldistrict.org/.

Rich Haglund, General Counsel and Chief Operating Officer, Achievement School District, e-mail, Oct. 21, 2014.
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Special Education

According to Tennessee law, charter schools are required to admit any eligible student who applies;
charter schools cannot discriminate based on disability or a need for special education services.?*
Charter schools, as part of the authorizing district, are required to provide special education services
according to state and federal special education laws.?*?

Special education services are funded through a combination of federal Individuals with Disabilities
Education Act (IDEA) dollars and state and local BEP dollars, with state and local BEP dollars
constituting the majority of funding.?*® Each district's BEP funding amount is based on an ADM count of
special education students and their level of services necessary as determined by students’
Individualized Education Plans (IEPs).S The IDEA governs how states and public agencies provide
special education services to children with disabilities. IDEA part B provides funds to state education
agencies, which pass funds on to local school districts.?** In MNPS, IDEA dollars cover approximately
20 percent of the cost of special education services provided by the district.2*> The manner in which
IDEA funds are allocated to charter schools varies by authorizing district.

Authorizing districts distribute state and local special education dollars to each charter school based on
the district’s special education ADM. State special education dollars generated through the BEP are not
required to be spent specifically on special education services; however, charter schools are
responsible for ensuring that all special education students receive the services outlined in their
IEPs.246 Charter schools combine IDEA funds with BEP dollars to hire special education teachers and
support staff and provide other necessary special education services. Charter schools may contract
with an outside vendor or the authorizing district to provide such services.?*

MNPS

Metro Nashville distributes to each charter school its allotment of IDEA funds for students that have
been assigned an IEP. MNPS is responsible for helping charter schools identify students who may be
eligible for special education services and for determining whether an IEP is necessary. Once an IEP
has been developed for a student, the charter school becomes responsible for providing services
required by the IEP.248

MNPS provides additional services to charter schools funded through set-asides from the district’s
IDEA dollars. A liaison works full time with charter schools to assist with IEP meetings and ensure that
each school remains in compliance with state and federal special education requirements. The district
also provides charter schools with a student’s IEP record should they transfer to a charter school.?*°

S Federal law requires that an IEP be developed to guide the educational services provided to each special education
student through an ongoing process that includes educators and parents.



SCS
IDEA funds are held at the district level in order to provide intensive special education services to
district students in both traditional and charter schools. Charter schools do not contract with the district
or outside vendors for these services and instead may access any district-provided intensive services
to meet the requirements of students’ IEPs. The district also provides the following services to charters:

= Administrative oversight and technical support

= Professional development

= Compliance training

= Psycho-educational assessment

= Related services, such as occupational therapy, physical therapy, speech therapy, and

nursing services

= Consultation

= Response to parent complaints to TDOE

= Response to parent complaints to the Office of Civil Rights

= Assistive technology250

HCDE

Hamilton County passes all special education funding, including IDEA funds, through to charter
schools. The district provides some services at no cost to charter schools, such as school
psychologist, assessment, and speech and language services.?%!

ASD

The ASD distributes IDEA funds to each school based on IEP student counts. ASD operators are
responsible for providing appropriate services and special education programing to students zoned to
their schools. The ASD monitors its schools, but the district does not provide direct special education
services to the schools. The district provides assistance in connecting operators to various means of
service access and program guidance for operators through program quality reviews and new school
supports.2*2

Accountability of Federal Dollars

The Office of Consolidated Planning and Monitoring within TDOE is responsible for ensuring that
districts distribute and spend their ESEA dollars in accordance with federal laws and guidelines.
Districts submit applications, which include charter schools, for federal title dollars to the TDOE
annually. Each district also submits an annual budget that reflects any modifications made to the
original application due to changes in actual allocations received from the federal government. All
figures related to charter schools are reviewed by TDOE to ensure that the district has planned to
allocate funds to all schools appropriately.?2

The Office of Consolidated Planning and Monitoring also conducts district site visits to verify that federal
funds are distributed and spent in accordance with federal law and guidelines. Districts with charter
schools are among the largest in the state and, because they receive substantial amounts of funding,
are monitored annually. Any errors detected by TDOE may require the district to reallocate funds to a
charter school. Charter schools with questions or ongoing concerns regarding their share of federal
funding may contact the TDOE for assistance in verifying that funds have been distributed
appropriately.?*
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Tennessee Code Annotated 49-
13-120.

Tennessee Code Annotated 49-
13-112(a) and 49-1-614(d)(1).

Debbie Owens, Director of
Monitoring, Division of
Consolidated Planning and
Monitoring, Tennessee
Department of Education,
interview, June 19, 2014; Dan
Killian, IDEA Coordinator, Metro
Nashville Public Schools,
interview, May 5, 2014; Christie
Jordan, Director, Accounting and
Budgeting, Hamilton County
Department of Education, e-mail,
Aug. 15, 2014. Alicia Lindsey,
Chief Financial Officer, Shelby
County Schools, e-mail
attachment, July 1, 2014.

Tennessee Code Annotated 49-2-
203(b)(15) and 49-13-112(a).

Tennessee Department of
Education, State of Tennessee
Annual Statistical Report, 2014,

Table 19, http://www.tn.gov/
(accessed Oct. 9, 2014).

Rich Haglund, General Counsel
and Chief Operating Officer,
Achievement School District, Draft
ASD Fee Distinctions, April 2014
handout, interview, April 29, 2014;
Alicia Lindsey, Chief Financial
Officer, Shelby County Schooals, e-
mail attachment, July 1, 2014;
Chris Henson, Chief Financial
Officer, Metro Nashville Public
Schools, MNPS Charter Services
by Department handout, interview,
May 28, 2014; Lee McDade,
Assistant Superintendent,
Hamilton County Department of
Education, e-mail, October 20,
2014.

Merrie Clark, Federal Programs,
and Kay Simpson, Fiscal
Manager, Metro Nashville Public
Schools, telephone interview, July
23, 2014; Debbie Owens, Director
of Monitoring, Division of
Consolidated Planning and
Monitoring, Tennessee
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Department of Education,
interview, June 19, 2014.

Tennessee Code Annotated 49-
13-112(b)(3)(A).

Merrie Clark, Federal Programs,
Kay Simpson, Fiscal Manager,
Metro Nashville Public Schools,
telephone interview, July 23, 2014;
U.S. Department of Education,
“Laws & Guidance/Elementary &
Secondary Education, Flexibility
and Waivers,” http://www?2.ed.gov/,
and “Laws & Guidance/
Elementary & Secondary
Education, Part B — Flexibility in
the Use of Administrative and
Other Funds,” http://www?2.ed.gov/
(both accessed Oct. 13, 2014).

Christie Jordan, Director,
Accounting and Budgeting,
Hamilton County Department of
Education, e-mail, Aug. 15, 2014;
Merrie Clark, Federal Programs,
Kay Simpson, Fiscal Manager,
Metro Nashville Public Schools,
telephone interview, July 23, 2014.

Marceia Ashe, Public Grants
Manager, Achievement School
District, interview July 28, 2014.

U.S. Department of Education,
“Indirect Cost Overview,”
http://www?2.ed.gov/ (accessed
Oct. 9, 2014).

U.S. Department of Education,
“Indirect Cost Overview,”
http://www?2.ed.gov/ (accessed
Oct. 9, 2014).

Debbie Owens, Director of
Monitoring, Division of
Consolidated Planning and
Monitoring, Tennessee
Department of Education,
interview, June 19, 2014;
Tennessee Department of
Education, Year 2003 Indirect
Cost Plan Manual, p.2,
http://tn.gov/education/ (accessed
Oct. 13, 2014).

Merrie Clark, Federal Programs,
Kay Simpson, Fiscal Manager,
Metro Nashville Public Schools,
telephone interview, July 23, 2014.

Tennessee Department of
Education, “School Improvement
Grants,” http://tn.gov/education/
(accessed Oct. 13, 2014).
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222
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224
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U.S. Department of Education,
Office of Elementary and
Secondary Education, Guidance
on School Improvement Grants,
Under Section 1003(g) of the
Elementary and Secondary
Education Act of 1965, 2010, pp.
18-19, 22, and 24-27,
https://www?2.ed.gov/ (accessed
Oct. 9, 2014); Tennessee
Department of Education, School
Turnaround in Tennessee’s Most
Challenged Schools, 2011, pp. 22
and 24, http://tn.gov/education/
(accessed Oct. 9, 2014).

Tennessee Department of
Education, Cohort 3 SIG Awards,
2013, http://tn.gov/education/ and
Cohort 2 SIG Awards, 2012,
http://tn.gov/education/ (both
accessed Oct. 8, 2014).

U.S. Department of Education,
“Title I, Part A,” http://www?2.ed.gov/
(accessed Oct. 13, 2014).

U.S. Department of Education,
“Public Charter Schools Program
— Sec. 5206. Federal Formula
Allocation During First Year and
For Successive Enrollment
Expansions,” http://www?2.ed.gov/
(accessed Oct. 13, 2014).

Tennessee Department of
Education, State Report Card
2012-13 — Achievement School
District, http://tn.gov/ (accessed
Oct. 16, 2014); Marjorie Douglas,
Grants Compliance, Shelby
County Schools, telephone
interview, July 14, 2014.

Merrie Clark, Federal Programs,
Metro Nashville Public Schools,
Title | and RTTT handout,
interview, May 5, 2014.

Alicia Lindsey, Chief Financial
Officer, Shelby County Schooals, e-
mail attachment, July 1, 2014.

Lee McDade, Assistant
Superintendent, Hamilton County
Department of Education, e-mail,
Oct. 20, 2014.

Rich Haglund, General Counsel
and Chief Operating Officer,

Achievement School District, e-
mail attachment, Oct. 29, 2014.


http://www.tn.gov/education/data/doc/asr_1213.pdf
http://www2.ed.gov/nclb/freedom/local/flexibility/index.html
http://www2.ed.gov/nclb/freedom/local/flexibility/index.html
http://www2.ed.gov/policy/elsec/leg/esea02/pg108.html
http://www2.ed.gov/policy/elsec/leg/esea02/pg108.html
http://www2.ed.gov/about/offices/list/ocfo/intro.html
http://www2.ed.gov/about/offices/list/ocfo/intro.html
http://tn.gov/education/districts/finance/indcostman.pdf
http://tn.gov/education/districts/sig.shtml
http://tn.gov/education/districts/sig.shtml
https://www2.ed.gov/programs/sif/sigguidance05242010.pdf
http://tn.gov/education/districts/sig/SIGRolloutWebinar_12-8-11.pdf
http://tn.gov/education/districts/sig/SIG_awards_cohort3.pdf
http://tn.gov/education/districts/sig/SIG_Awards_Table_4-30-12.pdf
http://www2.ed.gov/programs/titleiparta/index.html
http://www2.ed.gov/policy/elsec/leg/esea02/pg62.html
http://www2.ed.gov/policy/elsec/leg/esea02/pg62.html
http://tn.gov/education/data/report_card/index.shtml
http://tn.gov/education/data/report_card/index.shtml
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Christie Jordan, Director,
Accounting and Budgeting,
Hamilton County Department of
Education, e-mail, Aug. 15, 2014;
Merrie Clark, Federal Programs,
Metro Nashville Public Schools, e-
mail, June 2, 2014; Alicia Lindsey,
Chief Financial Officer, Shelby
County Schools, e-mail
attachment, July 1, 2014.

Merrie Clark, Federal Programs,
Metro Nashville Public Schools, e-
mail, June 2, 2014;

Metro Nashville Public Schools,
Federal Formula Grants
PowerPoint, presentation at
Charter Financial Meeting, June
2014.

Alicia Lindsey, Chief Financial
Officer, Shelby County Schooals, e-
mail attachment, July 1, 2014;
Marjorie Douglas, Grants
Compliance, Shelby County
Schools, telephone interview, July
14, 2014.

Christie Jordan, Director,
Accounting and Budgeting,
Hamilton County Department of
Education, e-mail, Aug. 15, 2014.

Rich Haglund, General Counsel
and Chief Operating Officer,
Achievement School District, e-
mail attachment, Oct. 29, 2014.

Tennessee Department of
Education, FY13 Final Allocations,
2012, http://tn.gov/ (accessed Oct.
8, 2014); Marceia Ashe, Public
Grants Manager, and Isabella
Wilson, Chief Financial Officer,
Achievement School District,
telephone interview, July 9, 2014.

Merrie Clark, Federal Programs,
Metro Nashville Public Schools, e-
mail, June 2, 2014; Metro
Nashville Public Schools, Federal
Formula Grants PowerPoint,
presentation at Charter Financial
Meeting, June 2014.

Alicia Lindsey, Chief Financial
Officer, Shelby County Schooals, e-
mail attachment, July 1, 2014;
Marjorie Douglas, Grants
Compliance, Shelby County
Schools, telephone interview, July
14, 2014.

Christie Jordan, Director,
Accounting and Budgeting,
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237

238

239

240

241

242

243

244

Hamilton County Department of
Education, e-mail, Aug. 15, 2014.

Rich Haglund, General Counsel
and Chief Operating Officer,
Achievement School District, e-
mail attachment, Oct. 29, 2014.

Merrie Clark, Federal Programs,
Metro Nashville Public Schools, e-
mail, June 2, 2014; Alicia Lindsey,
Chief Financial Officer, Shelby
County Schools, e-mail
attachment, July 1, 2014; Rich
Haglund, General Counsel and
Chief Operating Officer,
Achievement School District, e-
mail attachment, Sept. 9, 2014;
Christie Jordan, Director,
Accounting and Budgeting,
Hamilton County Department of
Education, e-mail, Aug. 15, 2014.

Tennessee Code Annotated 49-
13-112(e); Christie Jordan,
Director, Accounting and
Budgeting, Hamilton County
Department of Education, e-mail,
Aug. 15, 2014.

Merrie Clark, Federal Programs,
Metro Nashville Public Schools,
interview, May 5, 2014; Rich
Haglund, General Counsel and
Chief Operating Officer,
Achievement School District, Draft
ASD Fee Distinctions April 2014
handout, interview, April 29, 2014.

Tennessee Department of
Education, “Charter School
Grants,” http://tn.gov/education/
(accessed Oct. 13, 2014).

Tennessee Code Annotated 49-
13-113, 49-13-105(b)(7), and 49-
13-111(a)(4).

Tennessee Code Annotated 49-
13-105(b)(7) and 49-13-111(a)(4)
in accordance with Tennessee
Code Annotated Title 49, Chapter
10: Special Education.

Dan Killian, IDEA Coordinator,
Metro Nashville Public Schools,
interview, May 5, 2014.

U.S. Department of Education,
“Building the Legacy: IDEA 2004,”
http://idea.ed.gov/ (accessed Oct.
17, 2014); United States
Department of Education, Office of
Special Education and
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247

248

249

250
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253

254

Rehabilitative Services, Guidance
Funds for Part B of the Individuals
with Disabilities Education Act,

2009, p. 7, http://www?2.ed.gov/
(accessed Oct. 8, 2014).

Dan Killian, IDEA Coordinator,
Metro Nashville Public Schools,
interview, May 5, 2014.

Tennessee Code Annotated 49-
13-105(b)(7).

Tennessee Code Annotated 49-
13-112(b)(3)(D).

Dan Killian, IDEA Coordinator,
Metro Nashville Public Schools,
interview, May 5, 2014; Chris
Henson, Chief Financial Officer,
Metro Nashville Public Schools,
MNPS Charter Services by
Department handout, interview,
May 28, 2014.

Dan Killian, IDEA Coordinator,
Metro Nashville Public Schools,
interview, May 5, 2014; Chris
Henson, Chief Financial Officer,
Metro Nashville Public Schools,
MNPS Charter Services by
Department handout, interview,
May 28, 2014.

Alicia Lindsey, Chief Financial
Officer, Shelby County Schooals, e-
mail attachment, July 1, 2014.

Christie Jordan, Director,
Accounting and Budgeting,
Hamilton County Department of
Education, per Alecia Shelton,
Exceptional Education, e-mail,
Aug. 15, 2014.

Rich Haglund, General Counsel
and Chief Operating Officer,
Achievement School District, e-
mail attachment, Oct. 29, 2014.

Debbie Owens, Director of
Monitoring, Division of
Consolidated Planning and
Monitoring, Tennessee
Department of Education,
interview, June 19, 2014.

Debbie Owens, Director of
Monitoring, Division of
Consolidated Planning and
Monitoring, Tennessee
Department of Education,
interview, June 19, 2014.
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Appendix A: Legislative requests

CHAIR ’ MEMEERS
DOLORES GRESHAM STATE OF TENNESSEE CHARLOTTE BumrEs
TS Gk SENATE EDUCATION COMMITTEE STACEY CAMPRELD
IMALD TATE . RusTY CROwWE
IND VICE CHAIR ?qﬂﬂ WAR MEMORIAL Hu;l_f;:f: Tonn GARDENHIRE
STEVE DicKERSON asrviLLE, Termessses 37242

JoBY HENSLEY

RESEARCH ANALYST PHoNE: (615) 741-3038 BriaN KELSEY
MicHAEL T, MaREN Fax: (615) 2530375
EXECUTIVE ASSISTANT

Livpa KLINGMANN

Mr. Justin Wilson
Comptroller of the Treasury
State Capitol, First Floor
Mashville, Tennessee 37243

March 25, 2014
Dear Mr. Comptroller,

We wish to request a formal study by the Office of Research and Education Accountability within the
Office of the Comptroller surrounding study the current responsibilities and associated costs of
authorization and oversight by chartering authorities in Tennessee, and any potential change in policy to
include the potential for authorization fees. This study should include evaluation of the quality of
oversight and assistance provided to Tennessee charter schools by authorizers according to national best
practices,

I would also request that OREA look into receipt of funds by Tennessee charter schools as well as
expenditures by the charlering authorities that oversee charter schools while conducting this study.
Currently, Tennessee requires chartering authorities to pass through 100 percent of state and local
funding, as well as applicable federal funding. Recently, some guestions have been raised as to whether
charter schools in some districts receive all applicable federal funds on a per-pupil basis, including, but
not limited to, Title | and [DEA funds. | would like the OREA study to not only study the pass-through of
these funds, but also provide any recommendations on compliance mechanisms, including transparency
recommendations surrounding funding streams that could ensure current statute is being followed and that
charter school students receive their share of federal funding on an equal basis,

Thank you for your consideration of this request, | would be happy to discuss this matter with you at any
time.

Senator Dolores Gresham
Chairman, Senate Education Commitlec

eginald Tate
irman, Senate Education Committes

cc: Dr. Phillip E. Doss
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HARRY BROOKS é;g CHAIRMAN HOUSE EDUCATION COMMITTEE

STATE REPRESENTATIVE o, i A
19™ LEGISLATIVE DISTRICT o

117 WAR MEMORIAL BUILDMG o MEMBER OF
HASHVILLE, TENNESSEE 372430118 CALEMDAR AND RULES COMMITTEE

(615) 741-5679
o fidag CIVIL JUSTICE COMMITTEE

rep-harry brooksiicapitoltn oy . EDUCATION SUB COMMITTEE
S Tbouse of Representatives

mim;%:rg:u?%;ﬁm: State of Tennessee
NASHVILLE

March 17, 2014

Comptroller of the Treasury
State Capitol, First Floor
Nashville, TN 37243-9034

Drear Comptroller Wilson,

Significant progress on the issue of “authorizer fees” was made last year during discussions
between vatious stakeholders from local education agencies and charter school groups.
Representatives of these groups are near agreement that these fees ate justified, but there is still
some discussion that must occur regarding the amount of the fees.

Iam requesting that the Offices of Research and Education Accountability conduct a review
of the issues surrounding authorizer fecs, and if practicable, produce a list of reasonable cost
vartables associated with authorizer fees. This review will contribute significantly to discussions of
this issue and should help us improve the charter school application process.

I am available to provide further details at your request.

Sincerely,

Py B

Harry Brooks

Statc Representative 19™ District
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Appendix B: Interviews conducted

Achievement School District:

Marceia Ashe, Federal Programs Manager
Rich Haglund, Chief Operating Officer
Isabella Wilson, Chief Financial Officer

Charter Schools:

Cameron College Preparatory, LEAD Public Schools, Nashville
East End Preparatory, Nashville

Gestalt Public Schools, Memphis

KIPP Nashville, Nashville

KIPP Memphis, Memphis

Nashville Classical, Nashville

Hamilton County Department of Education:

Dr. Lee McDade, Assistant Superintendent
Christie Jordan, Director, Accounting and Budgeting

Metro Nashville Public Schools:

Merrie Clark, Federal Programs

Hank Clay, Government Relations

Alan Coverstone, Executive Director of the Office of Innovation
Amy Frogge, MNPS Board Member

Glenda Gregory, Director of Budgeting and Financial Reporting
Chris Henson, Chief Financial Officer

David Hines, Employee Benefits

Daniel Killian, IDEA Coordinator

Ryan Latimer, Planning Coordinator, Student Assignment Services
Craig Ott, Executive Director, Human Capital Operations

Will Pinkston, MNPS Board Member

Chris Weber, Director of Student Assignment Services

Carol Swann, Coordinator of Charter Schools

John Williams, Executive Director, Technology and Information Services

Shelby County Schools:

Jake Allen, Comprehensive Planning

Frank Cook, Director of Nutrition Finance

Marjorie Douglas, Director, Federal Programs, Grants and Compliance
Bradley Leon, Chief of Innovation

Alicia Lindsey, Chief Financial Officer

Celia Moore, Director 1, Exceptional Education

Beth Murphree, Exceptional Children

Charisse Sales, Director, Charter Schools

Trinette Small, Interim Director of Employee Services

Valerie Speakman, General Counsel

Tony Thompson, Government Relations-Attorney, Shelby County Schools
Stacey Thompson Pera, Charter Planning and Authorization Advisor, Charter Schools
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Tennessee State Board of Education:
= Dannelle Walker, General Counsel
= Tess Stovall, Coordinator of Charter School Accountability and Policy

Tennessee Department of Education:
= Brad Davis, Finance Consultant, Local Finance
= Maryanne Durski, Director of Local Finance
= Debbie Owens, Director of Monitoring, Division of Consolidated Planning and Monitoring
= Chris Steppe, Director, Internal Audit
= Marcy Tidwell, Director of School Choice

Other stakeholders:
= CLASS
= Comptroller’s Division of Local Audit
= National Association for Charter School Authorizers
= Students First
= Tennessee Charter School Center
= Tennessee School Boards Association

Other states:
= Colorado Charter School Institute
= DC Public Charter School Board

53



Appendix C: Charter school authorizing laws by state

Types of
Authorizers
Allowed

Type of Charter
Authorized

Funding Mechanism

N/A

Local School Board
and State Board of
Ed.

Arizona State Board
for Charter Schools
(ASBCS)

Local School Board

State Board of Ed.

Universities

Community Colleges
Groups of
Community Colleges

Local School Board

State Department of
Ed.

N/A

All - First the
Local Board must
approve
application then
the State Board
must approve

All — currently
oversees all
schools approved
by both state
entities

Schools within
geographic
boundaries

All — Currently not
authorizing

All
All

All

Conversions must
be approved by
both Local School
Board and the
State Dept. of Ed.

The State Dept.
makes final
decision for new
start-ups, and the
State Board of Ed.
may review
charter decisions
made by State
Dept. of Ed..

N/A

All Authorizers:
None

ASBCS:

Annual appropriation —
also allowed to accept
gifts/grants

All Authorizers:
Application fee

As a public entity
required to report
expenditures

May charge fee for
service

All Authorizers:

None — State Dept. of
Ed. has allocated 1
position out of existing
budget



Types of

State C[l;vrvt;er C;gzi\rzt_elras Authorizers TyXit%fOCrZiggéter Funding Mechanism
Allowed
Schools within
Local School Board | geographic
boundaries
Approval for
charters serving
county pupils or
1065 operating in more All authorizers:
’ than one location ' Up to 1% in revenues
County Board of Ed. | within county — for the actual costs of
must prove oversight or up to 3%
students cannot of revenues if
be served by authorizer is providing
. . charter operating substantially rent free
California Yes in one district facilities
Percent charged must
Charters that will cover only actual costs
operate in multiple
State Board of Ed. Ioe:ations P May charge fee for
throughout state service
Other: charters
may appeal to
county and then
state board
Local School Board Local School Board:
The actual cost of
each charter school’s
Any charter with a | per-pupil share of
majority of central administrative
students residing costs for services
in district or in actually provided to
contiguous school | charters —up to 15%
districts for districts with 500 or
fewer students and up
to 5% for all other
districts
All — exceptin . .
Colorado Yes 186 Charter School districts gre:mted Institute Authonzer.
: - “ . May retain 3% of per-
Institute — statewide exclusive il fundin
authority chartering bupit funding
authority”
State Dept. of Ed.:
May retain up to 2% of
per-pupil funding
All Authorizers:
Must provide itemized
accounting of all
administrative costs
Local School Board Local charters All Authorizers:
None — State Dept. of
Connecticut Yes 17 Ed. has allocated 1

State Board of Ed.

State and local
charters

position out of existing
budget

55



Types of

Charter = Charters . Type of Charter , :
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
Local School Board
All conversions
and start-ups
22
State Dept. of Ed. Start-ups
Delaware All Authorizers:
Yes
None
Start-ups may
apply to either
Local Boards or
the State Dept. of
Ed.
Now defunct —
Public Charter
School Board
assumed All Authorizers:
DC Board of Ed. .
oversight of all 0.5% of annual school
Schools: charters under budget
District of 57 board of
) Yes education (1 % of annual school
Columbia . .
Campuses:  DC Public Charter Al budget
106 School Board as of SY 2014-15)
Council of DC may
designate additional
authorizers
Local School Board = All regular All Authorizers:
State Universities Lab Schools Up to 5% of school's
c v Coll per-pupil funding for
DF)T'mtugl y do efge Technical Career | up to 250 students for
TIS rict boards o Centers certain administrative
rustees costs specified in
statute
Appeals are made
) to commission — High-performing
Florida Yes 576 commission charters — 2%
State Board/Charter makes . Virtual Schools — up to
recommendation 5%

School Appeal
Commission

to state board —
State Board can
require authorizer
to accept
application

Fee of actual cost for
goods and services

May not charge for
application review
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Types of

Charter = Charters . Type of Charter : .
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
Located within
district
Local School Board
Charters with
defined . )
attendance area All Authorizers:
. Up to 3% of state and
Charters with
; local charter school
state-wide .
funding for
attendance . .
administrative costs
State Charter School = Charters with .
. - All authorizers
Commission defined . .
withholding funds
. attendance area —
Georgia Yes 108 : must annually report
after denied or not
use of funds to State
acted upon by
Dept. of Ed.
local board
Rewevlvs and ma}( State authorized
overruie a:opfrova charters may contract
otr rtener\]/vat ora with local boards for
S ?16 (i a;] er administrative or
State Board of Ed. | S¢00' —hears transportation services
appeals and
serves as
authorizer if
overturns local
board decision
All - statewide State Commission:
State Public Charter . Up to 2% of state’s
oo authority "
School Commission appropriation to
charter
Public and Private
Postsecondary . ]
Institutions, County Cannot be Sg;]e; Authorizers:
and State Agencies, | approved before
and Nonprofits may | July 1, 2014
Hawaii Yes 32 apply to be

authorizers

All Authorizers:
Required to publicly
report authorizer
expenditures

May have fee for
service contracts
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Types of

State C[l;vrvt;er C;gzi\rzt_elras Authorizers TyXit%fOCrZiggéter Funding Mechanism
Allowed
State Commission:
State Charter School Each of the school's
Commission Al proportional fee share
of all moneys
appropriated to the
commission plus 15%
All Authorizers:
Local School Board | All Charters are required
to pay an authorizer
State Public College, fee — fee shall not
University, or exceed the greater of:
Community College All state funds
44 Accredited, Private, | All distributed to public
Nonprofit, State- schools on a support
based, Nonsectarian unit basis divided by
College or University the statewide number
: of students in average
ldaho ves Appeals — if daily attendance or the
denied by lesser of the result of
authorizer other the calculation
than Local board | itiplied by 4 or 1.5%
— Local Board of the result multiplied
decisions sentto | py the public charter
state commission  gchool's average daily
for appeal attendance
State Board of Ed. Unless it is a
petition for The charter’s board of
approval by a directors can direct up
higher ed. to 10% of the
authorizer, all calculated fee to pay
non-virtual membership fees to
charters must first | an organization that
apply to Local provides support to
Board charter schools
Local School Board | All Local School Board:
None
State Commission:
Schools: Up to 3% of revenues
58 from its approved
Hllinois ves . | State Charter School ' After denial by schools
Campuses: Commission Local Board(s)
134 Must submit a periodic

report on authorizing
functions, operating
costs, and expenses
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Types of

Charter = Charters . Type of Charter . :
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
Local School Board @ All Local School Board:
None
Public 4 yr. Other Authorizers:
Universities All Up to 3% of a school’s
funding
Mayor of
; . All
Indianapolis
State Charter Board @ All
Nonprofit All
College/University
Indiana Yes 72 All Authorizers:
May charge fee for
service via annual
service contract
May not require
charters to purchase
services
Authorizers must
provide annual report
of actual costs of
services purchased
All applications
must be approved
by Local Board
Local School Board and then State All Authorizers:
lowa Yes 3 Board None
State Board of Ed.
State Board also
hears appeals
All applications
Local School Board must be approved , )
Kansas Yes 15 by Local Board Ql(l)r,?\euthonzers.
State Board of Ed. and then State
Board
Kentucky No 0 N/A N/A N/A
Local School Board All Authorizers:
2% of per pupil
State Board of Ed. funding for
administrative costs
Each authorizer must
Local Charter provide each charter
Louisiana Yes 105 Authorities — with a projected

includes state
entities and higher
ed. institutions and
nonprofits with
educational missions

budget administrative
costs and planned
uses for authorizer fee
annually

Fee for service at
actual cost allowed
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Types of

Charter = Charters . Type of Charter . .
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
Local School Board G” ,?C;J?;rgferse:r ubil
or a collaborative of | All — except virtual p to 5% of per pup
allocations
Local School Boards
Authorizers must
report to state
commissioner
All Oversight and
services provided to
Maine Yes 2 Only state charters
commission can
State Charter School = approve virtual No detailed
Commission charters expenditures are
required to be
Charters may reported
apply directly to
state commission | Charters may
purchase services —
may not be required to
do so — must be
separate contract
Local School Board @ All
Limited — may : :
Maryland Yes 52 authorize Ql(l)r,?\euthonzers.
State Board of Ed. restructuring of
public school as
charter
Massachusetts | Yes 77 State Board of Ed. Al All Authorizers:
None
Local School Board @ All All Authorizers:
Intermediate School I Up to 3% of total state
276 Boards A school aid received by
i charter
Community Colleges | All
State Public All All public fund
Universities expenditures for
authorizers are public
Michigan Yes record (not separate

All are subject to
review by the
State Board of
Education

law - same law as
other public entities)

May charge fee for
service

May not require
charters to purchase
service
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Types of

Charter = Charters . Type of Charter : .
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
Local School Board | All All Authorizers:
Intermediate School Al Allowed to charge fee
Boards .
Cooperatives All May charge basic fee
Nonprofits All during planning period
E”gﬁte Colleges Al Authorizers must
CuII Ic Ui i All annually submit
. ollegesiUniversities statement of income
Minnesota Yes 148 :
and expenditures
Fee for service — must
Single-purpose be done through
authorizers All bidding process and
have separate
contract that must be
submitted to the state
commissioner
State Authorizer:
Applicants in Authorizer shall
districts rated “D” | receive 3% of annual
or “F" may apply per-pupil allocations
directly to from state and local
authorizer funds
Applicants in other = A legislative
Mississippi Mississippi Charter districts must first | committee annually
Yes N/A . . .
School Authorizer receive a majority = reports on the
of votes from the sufficiency of charter
local board funding and efficacy of
endorsing the the state formula for
application —then | authorizer funding
the state
authorizer may Fee for service — no
authorize separate contract
required
All Authorizers: State
Local School Board Dept. of E.d' retains
; . one and five-tenths
—only in accredited
I percent of the amount
school districts, then
of state and local
must go to State :
funding allocated to
Board of Ed. for
approval the qharter.school and
distributes it to the
Missouri Yes 38 . L All authorizer.
Various entities in
the Kans'as.C|ty Allows for fee-for-
school district, the service agreements
St. Louis school 9
district, and .
. Does not require
unaccredited ; .
distri public reporting of
istricts .
authorizer
expenditures
Montana No N/A N/A N/A
Nebraska No N/A N/A N/A
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Types of

State C[];\Vrvtgr Czlgilrztelrgs Authorizers Tyzst%fo(r:ig:ger Funding Mechanism
Allowed
Local School Board All Authorizers:
— if approved by All Up to 2% of total
State Dept. of Ed. amount apportioned to
State Public Charter charter schools
School Authority 1% if a qualified
charter makes request
At the end of a school
quarter the authorizer
may request
Nevada Yes 32 Colleges or reimbursement from
Universities in the charter for the
state’s higher Al administrative costs of
education system — authorizing — includes
if approved by State itemized list of costs
Dept. of Ed.
May charge fee for
service in a separate
contract; may not
require services to be
purchased
Local School Board | Option 1: both
approve
application —
appeals can be
brought to State
Board
Option 2: apply
directly to State All authorizers:
New Yes 17 Board None
Hampshire State Board of Ed.
Conversions:
approval by Local
and State Board
after majority of
teachers and
other
administrators in
district vote to
affirm
New Jersey Yves 86 State Commissioner Al All Authorizers:

of Ed

None
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Types of

Charter = Charters . Type of Charter . _
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
All Authorizers:
Local School Board = All .
ocal >ehool Boar May withhold 2% of
the school generated
program cost for
administrative costs
New Mexico Yes 94 State Public Authorizers must
Education All ?‘””“a”y. provide
Commission information on
expenditures
Charter may contract
for services with
specific entities
All — must )
Local School Board approve Local School Board:
. None
conversions
All — if SUNY
approves a
charter apd the SUNY:
Board rejects Funded through two
SUNY SUNY can rougf
appropriations in the
reassert approval state budaet
and the Board 9
New York Yes 209 then must
approve
All — only the
Board can
officially issue a
charter — must
State Board of approve all State Bo.ard of
L Regents:
Regents decisions made
o None
by district or
SUNY - including
approval of
conversions
North Carolina All Authorizers:
Charter Schools Fee of at least $500
Advisory Board for applications
Other:
All — applicants State provides funding
North Carolina | Yes 107 must be approved | for the Office of
North Carolina State = by both Charter Schools at the
Board of Ed. Dept. of Public
Instruction — serves as
authorizing staff to the
State Board and
others
North Dakota No 0 N/A N/A N/A
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Types of

State C[l;vrvt;er C;gzi\rzt_elras Authorizers TyXit%fOCrZiggéter Funding Mechanism
Allowed
Board of the
district in which
Local School Board the school will be
located
If it has a majority
Board of Ed. of joint | of territory in the
vocational school county in which
district the school will be
located
If it has territory in
Other Local Boards | the same county
of Ed. — city, local, in which the . )
village school will be All Authorizers: up to
located 3% Qf per pupil
If the school will | Unding
Ohio Yes 374 Governing board of be located in the Authorizers mav not
any education territory of the require the schgol to
service center service center or a q .
contiguous county purchase services
: from them
If the school will
Sponsoring authority | serve as the
appointed by the university's
board of trustees or | teaching
the board of trustees | demonstration site
of a college or as approved by
university the State Board of
Education
Education non-
) All
profits
Ohio Dept. of Ed. All
Local School Board A.” (Ipcated within
district)
Technology Center All
School Districts _
Institutions that are All Authorizers: Up to
members of the OK 5% of a school's state
state system of All aid allocation
higher education .
Schools located No requirement for
within its authorizers to publicly
_ reservation or report expenditures
Federally recognized
Oklahoma Yes 24 treaty area and

Indian entities

State Board of Ed.

Statewide Virtual
Charter School
Board

designed for
native language
immersion

When application
is the Office of
Juvenile Affairs or
has a contract
with that office

For full-time
statewide virtual
charter schools

Requirement for a
separate contract for
purchased services

Authorizer may not
require school to
purchase services
from them



Types of

Charter = Charters . Type of Charter . :
State Laws 2012-13 Authorizers Authorized Funding Mechanism
Allowed
Local School Board @ All All Authorizers:
Typically 20% for K-8
123 State Board of Ed. azglgg/o};or hi(iqhor
schools
Mav h | No requirement for
ay hear appeals 4 thorizers to publicly
Oregon Yes — if approved it report expenditures
Institution of Higher becomes the
Education authorizer Does not prohibit
authorizers from
requiring schools to
purchase services
from them
All — appeals
heard by state
Local School Board - 2PPeals board —
appeals process
Two or more Local
. does not apply to
Boards for regional o
_ charters districts under the .
Pennsylvania | Yes 175 school reform All Authorizers: None
commission
(Philadelphia)
Virtual Charter
State Dept. of Ed. Schools
Authorizes after
approval by Local
Board or the state
Rhode Island Yes 16 State Board of Ed. commissioner of None
elementary and
secondary
education
Local School District Public Charter School
o ) District: Up to 2% of
Institution of Higher total state
Education — appropriations
registered with the
State Dept. of Ed. . All Authorizers:
All — Applicants .
must receive Requires that all
preliminary services purchased
South Carolina | Yes 55 approval from a K]?Jr:ttgg glljttlri]r?erg?r: the
state charter
; charter contract
South Carolina SCh00|. advisory
Public Charter committee Authorizers are not
School District required to publicly
report expenditures
South Dakota No 0 N/A N/A N/A
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Types of

State C[l;vrvt;er C;gzi\rzt_elras Authorizers TyXit%fOCrZiggéter Funding Mechanism
Allowed
Local School Board All
Achievement School ' Qualifying
District Schools All Authorizers: None
Tennessee Yes 47 Charters o
State Board of Ed. sponsored by a Application fee up to
local school board | $500
Hears appeals
Local School Board All None
All - must notify State appropriations
gé:gools. tEhs i;aetzclioard of for the commissioner
Texas Yes o apbrove q and Stat_e'Bpard for all
Campuses: State Commissioner application and r.espon.5|bll|t|es
640 the State Board (including cha'r'Fers)
h and these entities are
(rjnea(l:)ils(i)c\)/r?rturnt € accountable for use of
public funds
Local School Board Local Board: none
State Charter School
Board Charter School Board:
Funded through
annual state
appropriations
Higher Education
Institutions: Up to 3%
of the revenue the
charters receive from
the state for the first
two years of
All — subject to operations — up to 1%
Utah Yes 88 ) ) State Board of Ed. @ in the following years
De5|gn§1ted Higher approval
Education All Authorizers:
Institutions Required to publicly
report expenditures
Charters may contract
with authorizers for
services — no
requirement for
separate contracts —
law does not prohibit
authorizers from
requiring charters to
purchase services
Vermont No 0 N/A N/A N/A
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Types of

State C[l;vrvtser Cz:gi‘gelr; Authorizers Tygit%foﬁgzger Funding Mechanism
Allowed
All — applications
must first be
reviewed by the All Authorizers:
Local School Board State Board of Ed. Charter_may con'gract
4 —only the Local with various entities
Boards are for service
allowed to
o approve/authorize | Law prohibits
Virginia Yes applications contracts from
In specific cases providing financial
may authorize the | incentives or
Opportunity restructuring of a | disincentives to the
Educational low-performing establishment of a
Institution Board traditional public charter school
school into a
charter school
Washington Charter All All Authorizers: State
School Commission Board of Ed. is
required to establish a
statewide authorizer
fee not to exceed 4% -
may involve sliding
scale to consider a
number of factors
May seek :
Washington Yes N/A appyroval to Authorizers must
Local School Board | become report use of fees to
authorizer from the state board of
State Board of Ed. education
Authorizers may have
separate contracts for
purchased services —
may not require
charters to purchase
services
West Virginia None 0 N/A N/A N/A
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Types of
State Charter | Charters Authorizers
Laws 2012-13
Allowed

Local School Board

Type of Charter

Authorized Funding Mechanism

Milwaukee:

City of Milwaukee
University of
Wisconsin —
Milwaukee
Milwaukee Area
Technical College —
Local School Board

Wisconsin Yes 238 Milwaukee County None
and adjacent
counties:
University of
Wisconsin —
Milwaukee —
Local School Board

One charter

University of school in the
Wisconsin - Parkside = Racine School
District
Wyoming Yes 4 Local School Board None

*Information compiled by OREA using the following sources:
National Alliance for Public Charter Schools, “Model Law and State Rankings,” http://www.publiccharters.org/ (accessed Oct. 15, 2015).

National Alliance for Public Charter Schools, “The Public Charter Schools Dashboard,” http://dashboard.publiccharters.org/ (accessed
Oct. 15, 2015).

Scott Pearson, Executive Director, DC Public Charter School Board, telephone interview, July 7, 2014.


,%E2%80%9D%20http://www.publiccharters.org/get-the-facts/law-database/
http://dashboard.publiccharters.org/dashboard/schools/page/overview/year/2013

Appendix D: Definitions

Race to the Top: In February of 2009, President Obama signed into law the American Recovery and
Reinvestment Act of 2009 (ARRA). ARRA provided $4.35 billion to establish a Race to the Top Fund.
RttT is a federal competitive grant program that awards funds to states implementing educational
reforms. Tennessee’s RttT reform efforts include:

= higher standards,

= using student data for improved academic instruction,

= effective teachers and principals, and

= turning around persistently low performing schools.*

Tennessee was awarded $501 million in federal RttT funds in 2010 in order to implement education
reforms throughout the state.? RttT funds were awarded in four-year grant periods. Tennessee’s final
year of grant funding was for 2013-14.2

First to the Top: The Tennessee General Assembly passed the Tennessee First to the Top Act in
January 2010. Among the act’s provisions are:
= the creation of the Achievement School District, an organizational unit of the Tennessee
Department of Education that may take over persistently failing schools,
= allowing TVAAS (i.e., value-added) data and teacher evaluation scores to be factored into tenure
decisions,
= creating a new teacher and principal evaluation system, with the requirement that 50 percent of
the evaluation criteria be based on student achievement data,
= requiring teachers and principals to be evaluated annually, and
= allowing local school districts to create their own pay schedules for teachers and principals,
subject to state approval.*

Tennessee Statewide Accountability System: In 2012, Tennessee was approved to operate under
the provisions of an Elementary and Secondary Education Act (ESEA) Flexibility waiver, which awards
states flexibility from certain requirements of the federal No Child Left Behind (NCLB) Act. With the use
of the waiver, Tennessee has implemented a federally approved accountability system for district and
school level academic performance.

District Accountability: The state department of education is responsible for holding districts
accountable for achieving district- level Annual Measureable Objectives. Annual Measurable Objectives
are targets that are set for student achievement and achievement gap closure. Districts are placed in
one of the following categories based on AMO performance: Exemplary, Intermediate, In Need of
Improvement, or In Need of Subgroup Improvement. Each category determines the level of oversight a
district will receive from the state department of education in developing plans for meeting academic
targets.

School Accountability: Schools may be placed in one of the following categories: reward schools, focus
schools, or priority schools.
Reward schools: The top 5 percent of schools based on overall academic performance and the
top 5 percent of schools based on academic growth.

69



Focus and Priority Schools: The ESEA waiver requires states to identify priority and focus
schools for accountability purposes.® The federal waiver guidelines allow states to award
School Improvement Grant (SIG) funds under ESEA section 1003(g) to any priority school
implementing a school turnaround model. In Tennessee this includes priority schools in the ASD
or an iZone.® SIG funds under ESEA section 1003(a) may be awarded to any priority or focus
school.’

Focus Schools: At least 10 percent of the Title | schools with the largest achievement gaps in
the state are classified as focus schools. A school may be identified as a focus school for the
following reasons:
= the school has the largest gaps between the highest-achieving subgroup or
subgroups and the lowest-achieving subgroup or subgroups or, at the high school
level, has the largest within-school gaps in graduation rates; or
= the school has a subgroup or subgroups with low achievement or, at the high school
level, low graduation rates.
= the school is a Title | high school with a graduation rate below 60 percent over a
number of years that has not been labeled as a priority school. Federal guidance
materials permit state agencies to define the appropriate number of years.®
Tennessee requires school districts to submit a plan of improvement to the Department of
Education for each focus school within the district. Focus schools are eligible for competitive
federal grants funded through School Improvement Grants, Race to the Top funding, and/or
state funds.

Priority Schools: At least 5 percent of Title | schools that are the lowest performing in the state.
Schools that meet one of the following criteria may be labeled a priority school:
= the school is among the lowest 5 percent of Title | schools in the state based on test
scores for the “all students” group and has not improved these scores over a number of
years;® federal guidance materials permit state agencies to define the appropriate
number of years.%®
= the school is a Title I-participating or Title I-eligible high school with a graduation rate of
less than 60 percent over a number of years; or
= the school is a Tier | or Tier Il school under the SIG program that is using SIG funds to
implement a school intervention model.™

Under Tennessee’s NCLB waiver, there are four possible interventions for priority schools:
1. Placement in the Achievement School District (ASD)
2. Placementin a district-run Innovation Zone (iZone)
3. Approval to implement a SIG turnaround model without entering the ASD or an iZone
4. Undergo a district-led school improvement planning process, subject to ASD intervention
in the absence of improved results.*?

Tennessee’s waiver states that by 2014-15 the bottom 5 percent of schools will be served in one of the
first three categories.®®
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Achievement School District (ASD): The Achievement School District (ASD) was created by the
Tennessee First to the Top Act of 2010 as a method to turn around the state’s lowest performing
schools.** The ASD is an organizational unit within the Tennessee Department of Education that

provides oversight for the operation of schools assigned to or authorized by the ASD.*® The ASD may

directly operate these schools or may convert them to charter schools.*® The goal of the ASD is to
move its schools from the bottom 5 percent to the top 25 percent in student achievement.’

ASD Schools SY 2014-15

School Type Operator Location
Corning Achievement Direct Run -

Elementary School Turnaround ASD Shelby County
Westside Achievement Middle  Direct Run — ASD Shelby County
School Turnaround

Frayser Achievement Direct Run —

Elementary School Turnaround ASD Shelby County
Cornerstone Prep Charter - Conversion  Capstone Education Group  Shelby County
Humes Preparatory Academy Charter - Conversion  Gestalt Community Schools Shelby County

— Upper School
Brick Church College Prep

Whitney Achievement
Elementary Schools

Georgian Hills Achievement
Elementary School

Aspire Hanley Elementary
School — 1

Aspire Hanley Elementary
Schools — 2

Klondike Preparatory
Academy

KIPP Memphis Academy
Elementary School

KIPP Memphis Preparatory
Middle School

Pathways in Education —
Memphis in Frayser

GRAD Academy Memphis

Aspire Coleman Elementary
School

Lester Prep

Martin Luther King Jr. Prep
High — Frayser Campus
Freedom Prep Elementary
Schools — Westwood Campus
Fairley High School

KIPP Memphis University
Middle School

Pathways in Education —
Memphis in Whitehaven
Promise Academy Spring Hill
Elementary School

Charter — Conversion

Direct Run —
Turnaround

Direct Run —
Turnaround

Charter - Turnaround

Charter — Turnaround

Charter - Conversion

Charter — Conversion

Charter - Conversion

Charter — New Start
Charter — New Start
Charter — Turnaround
Charter — Conversion

Charter — Turnaround

Charter — Conversion
Charter — Turnaround

Charter — New Start

Charter — New Start

Charter - Conversion

LEAD Public Schools

ASD

ASD

Aspire Public Schools
Aspire Public Schools
Gestalt Community Schools
KIPP Memphis

KIPP Memphis

Pathways in Education
Project GRAD
Aspire Public Schools

Capstone Education Group

Frayser Community
Schools

Freedom Prep Academy
Green Dot Public Schools

KIPP Memphis
Pathways in Education

Promise Academy

Metro Nashville
Public Schools

Shelby County
Shelby County
Shelby County
Shelby County
Shelby County
Shelby County
Shelby County

Shelby County
Shelby County
Shelby County
Shelby County
Shelby County

Shelby County
Shelby County
Shelby County

Shelby County

Shelby County

Source: Marceia Ashe, Public Grants Manager, Achievement School District, e-mail attachment, July 28, 2014. Achievement School
District, “The ASD Portfolio Schools, 2014-2015,” http://www.asdperformanceandpractice.com/ (accessed Nov. 11, 2014).
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http://www.asdperformanceandpractice.com/current-asd-schools.html

Innovation Zone (iZone): iZones were authorized by Tennessee Public Chapter 962 in 2012. The law
authorizes districts:
= to develop an iZone for the purpose of monitoring, overseeing and improving schools that are
designated as priority schools and approved for inclusion in the iZone by the Commissioner of
Education;
= once approved, to establish an iZone office; appoint an office leader with management authority
to hire staff for the office as well as appoint a leader for each school placed in the iZone; and
= to grant iZone schools maximum autonomy over financial, programmatic, and staffing
decisions.®

Only districts with multiple priority schools can establish iZones.*® Metro Nashville Public Schools
began its iZone in 2011-12; Memphis City Schools in 2012-13; and Hamilton County in 2013-14.20-A

School Improvement Grants: The School Improvement Grant program was authorized under section
1003(g) of the Elementary and Secondary Education Act. The program provides funding for the purpose
of providing assistance to schools identified as in need of improvement, corrective action, or
restructuring. The funds are required to be awarded to schools that have been persistently low
achieving and demonstrate a commitment to use the funds to improve student academic achievement.

The School Improvement Grants program was expanded under the American Recovery and
Reinvestment Act in 2009. Under No Child Left Behind requirements schools in Tier 1 or Tier two are
eligible to receive SIG funding. Tennessee had one cohort of schools receiving SIG funds under the
original regulation of No Child Left Behind. The final year of grant implementation for cohort 1 was 2012-
13. Twelve school districts received SIG funding for individual schools in this cohort.

Under ESEA Flexibility waivers, schools identified as priority schools must implement one of four SIG
turnaround models in order to be eligible to receive federal SIG grants:

Transformation:

= replace the principal, incorporate student growth factors in teacher and principal evaluations,
reward school staff who have increased student achievement and high school graduation rates,
provide ongoing job-embedded professional development, and implement strategies to recruit
and retain effective staff;

= implement comprehensive instructional reforms based on data and research, analyze student
data to better differentiate instruction;

= increase learning time and promote family and community engagement; and

= provide operational flexibility and sustain support by allowing the school flexibility to implement
comprehensive changes in staffing, calendars, time, budgeting, and other elements to improve
student achievement and increase high school graduation rates, ensuring the schools receive
ongoing, intensive technical assistance and support.21

A Memphis City Schools merged with Shelby County Schools in the 2013-14 school year.
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Turnaround:

= replace the principal and grant the new principal flexibility to make operational changes in
staffing, calendars, time budgeting, and other areas;

= require all existing staff to reapply for their jobs and rehire no more than 50 percent of
them, recruit and retain new staff with the necessary skills to meet the needs of a
turnaround school, and provide ongoing job-embedded professional development;

= adopt a new governance structure, such as reporting to a state or district turnaround
office;

= implement comprehensive instructional reforms based on data and research, analyze
student data to better differentiate instruction;

= establish schedules that increase learning time; and

= provide social-emotional and community-oriented services and support for students.?

Restart: Convert the school to a charter school or reopen it under a charter school operator, charter
management organization, or education management organization. The converted or reopened school
must enroll any former student who wishes to attend.®

Closure: Close the school and enroll former students in other schools within the district with higher
achievement scores, which may be charters or new schools for which achievement data is not yet
available. The location of these schools should be reasonably close to the closed school.?

Tennessee has had two additional cohorts of schools receiving SIG funds since the implementation of
the flexibility waiver.
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Cohort 2

District Total 3- School Turnaround Model
Year Award Selected

Brick Church College Prep Restart
Cornerstone Prep Restart

Achievement School Corning Achievement Elementary Transformation

District $10,395.111 Frayser Achievement Elementary Transformation
Gordon Sciences and Arts Academy Restart
Westside Achievement Middle Transformation
Bailey Middle Turnaround
Buena Vista Elementary Enhanced Option Turnaround

. Brick Church (Grades 6-8) Transformation

ggx;djgn County $12,384,213 Gra-Mar Middle Transformation
John Early Paideia Middle Magnet Turnaround
Napier Elementary Enhanced Option Transformation
Robert Churchwell Museum Magnet Elementary  Turnaround
Chickasaw Jr. High Turnaround
Fairley Elementary Transformation
Ford Rd. Elementary Transformation

Memphis City Schools $14,744,394 Geeter Middle Turnaround
Hamilton Middle Turnaround
Lucie E. Campbell Elementary Transformation
Magnolia Elementary Transformation

State Total $37,523,718

Source: Tennessee Department of Education, Cohort 2 SIG Awards, 2012, http://tn.gov/education/ (accessed Oct. 8, 2014).
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Cohort 3

s Total 3-Year Turnaround Model
District School
Award Selected
Aspire Elementary Restart
Georgian Hills Achievement Elementary Transformation
Achievement . .
School District $7,503,603 KIPP Memphis Preparatory Middle Restart
Klondike Science and Arts Academy Restart
Whitney Achievement Elementary Transformation
Brainerd High School Turnaround
Chattanooga Girls Leadership Academy Transformation
. Dalewood Middle Transformation
Hamilton County $11,309,331 -
Orchard Knob Elementary Transformation
Orchard Knob Middle Transformation
Woodmore Elementary Transformation
Hardeman $1,390,800 Whiteville Elementary Transformation
KNnox $1.504,045 Sarah Moore Greene Magnet Technology Transformation
Academy
Douglass K-8 Transformation
Shelby County ] Riverview Middle Turnaround
(Formerly Memphis  $5,520,819 -
City) Sherwood Middle Turnaround
Treadwell Middle Turnaround
State Total $27,228,598

Source: Tennessee Department of Education, Cohort 3 SIG Awards, 2013, http:/tn.gov/education/ (accessed Oct. 8, 2014).
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Appendix E: Charter school application timeline, 2014-2015

Charter school sponsor submits Letter of Intent to local board and TDOE. January 31, 2014
Sponsor submits application to the local board and TDOE. April 1, 2014

Local board rules on initial application (within 90 days).

If approved, local board signs charter agreement, which includes all
elements of the application.

If denied, board sends written objective reasons for denial to sponsor.
Sponsor submits amended application within 30 days of receipt of
grounds for denial.

Local board rules on amended application within 30 days.

If approved, local board signs charter agreement, which includes all
elements of the application.

If denied, board sends written objective reasons for denial to sponsor.
Sponsor appeals to state board of education within 10 days of final local
decision.

State board of education or its designee holds a hearing in the school
district and rules within 60 days of receipt of the appeal.

The state board can affirm the denial by the local board of education or November 10, 2014*
remand the decision with written instructions for the local board approval

of the charter.

Planning period. 8 to 13 months

School opens (unless operator chooses to defer opening). July/August 2015

June 30, 2014

July 30, 2014

August 29, 2014

September 9, 2014

*November 8, 2014, falls on a Saturday, so the deadline changes, by law, to the following Monday.
Source: Tennessee Department of Education, “Timeline — Letter of Intent to School Opening,” http://www.state.tn.us/ (accessed August
27, 2014).



http://www.state.tn.us/education/schools/docs/TN_CS_Auth_Timeline_2014.pdf

Appendix F: State profiles of authorizer funding laws

Colorado

In Colorado, local school boards and the Charter School Institute (CSl), an independent statewide
authorizing agency, are allowed to authorize charter schools.* The authorizer may retain up to 5
percent of each charter school’s per-pupil revenues to cover indirect central administrative costs
associated with oversight of the school.2 The methodology for calculating the fee is based on the
number of pupils in the district and specific fixed costs in a district’s budget, such as the salaries and
benefits for administrative job classifications and support services in the business office. For example,
if the total of all applicable line items divided by the district's ADM equals 2.8 percent of the district’s
budget, the rate for the indirect costs charged to the charter schools would be 2.8 percent of each
schools’ per-pupil revenue.® Districts also have the ability to charge charter schools for direct costs
associated with authorizing that are not captured in the indirect cost calculation, such as the cost of
reviewing applications, negotiating contracts, direct oversight to schools,* and salaries and benefits for
the district’s charter school office employees.® Districts and charter schools are free to negotiate these
rates; state law does not allow the rate to be set higher than 5 percent.® Each district is required by law
to provide an itemized accounting to each charter school for the direct costs incurred by the school
district.’

Number of charter schools in Colorado (2013-14): 2008

Locations: 62 cities and towns®

Charter school students: 96,000 (11 percent of total K-12 public school enroliment)°

Authorizers: 2 — local boards of education and statewide Colorado Charter School Institute

Authorizer fee: up to 5 percent of Per-Pupil Revenue for indirect costs; negotiated payments for direct
costs related to authorizing and oversight

State Average Per-Pupil Expenditure for FY 2012: $8,548%

D.C.

The D.C. Public Charter School Board (PCSB), an independent authorizing agency, is the sole
authorizer of charter schools in Washington, D.C. Each charter school is its own autonomous school
district and receives its local funding directly from the District and federal funds from the U.S.
Department of Education.'? The board previously received its funding from a combination of sources
including a 0.5 percent fee on the total per-pupil revenues from charter schools, local government
appropriations, federal grants, and philanthropic gifts.'* Beginning in FY2015, the PCSB will fully fund its
operations with revenue collected from an increased administrative fee of 1 percent of per-pupil
revenues.' This revised funding mechanism is budgeted to collect approximately $7.5 million for
FY2015. The PCSB is subject to the oversight of the city council as well as annual budget reporting.*®

Number of charter schools in DC: 60 (2012-13)

Charter school students: 35,019 (43 percent of total K-12 population)*’
Authorizers: 1 — DC Public Charter School Board?*®

Authorizer fee: 1 percent of per-pupil revenue?®®

State Average Per-Pupil Expenditure for FY 2012: $17,468%
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Louisiana

In Louisiana, local school boards, a local charter authorizer, and the State Board of Elementary and
Secondary Education (BESE) are allowed to authorize charter schools.?* The authorizer may withhold
2 percent of the charter school’s per-pupil amount, less federal funding received by the charter school,
for administrative overhead costs associated with application review, monitoring and oversight of the
school, collection and analysis of data, and school performance reporting.?? In addition, the State
Department of Education may withhold one quarter of 1 percent of state funds for certain charter
schools that were once under the authority of the Recovery School District to cover administrative
costs incurred for providing financial oversight and monitoring.? 2* Prior to each fiscal year, the
chartering authority is required by law to provide a projected budget detailing anticipated administrative
overhead costs and planned uses for fees charges for such costs. Ninety days following the end of the
fiscal year, the chartering authority must provide an itemized accounting of all administrative overhead
costs as well as an itemized accounting of the actual cost of each purchased service provided to the
charter school.®

Number of charter schools in Louisiana: 1172

Locations: 19 parishes?”

Charter school students: 59,2512

Authorizers: local school boards, local charter authorizers, State Board of Elementary and Secondary
Education?

Authorizer fee: 2 percent of a charter school’s state and local per-pupil revenue (does not include
federal funds)®°

State average Per-Pupil Expenditure for FY 2012: $11,379%

Florida

In Florida, local school boards and state universities may serve as authorizers.*? Authorizing is
primarily conducted by local school boards. Two higher education institutions are currently serving as
authorizers.*® The authorizer may withhold an administrative fee of up to 5 percent from a charter’s
total operating budget based on weighted full time equivalent (FTE) students. This fee may be withheld
for the first 250 students enrolled in the charter school. An authorizer may withhold up to 5 percent of
funds for the first 500 students enrolled within a system of charter schools if the system meets certain
criteria.® If a charter school or system meets the criteria for being “high-performing,” the administrative
fee is 2 percent or less of the operating budget. Additionally, when 75 percent or more students
enrolled are exceptional the fee is based on unweighted FTE students rather than weighted FTE
students.* Florida has no requirements for the public reporting of authorizer expenditures.=®

Number of charter schools in Florida (2013-14): 623%

Locations (2013-14): 44 school districts®

Charter school students (2013-14): 229,233 or 15 percent of students in grades K-12%
Authorizers: 2 — local school boards and state universities*

Authorizer fee: up to 5 percent based on the first 250 students enrolled in a school or the first 500
students enrolled in a system; up to 2 percent for high performing charter schools and charter
systems*

State average Per-Pupil Expenditure for FY 2012: $8,37242
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