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Alfred D. (Bud) Nobili, Superintendent
Placer County Office of Education

360 Nevada Street

Auburn, CA

Dear Superintendent Nobili,

In April 2006, the Fiscal Crisis and Management Assistance Team entered
into an agreement with the Placer County Office of Education for a review of
Newcastle Charter School. Specifically, the scope and objectives of the study
asked FCMAT to:

1.

Verify that charter school student enrollment and application forms were
filled out completely, signed, and dated by parents prior to the first day of
student attendance.

Verify that approved inter district agreements are on file for non-resident
students.

Verify that apportionment received for 2005-06 was earned in compliance
with student enrollment and attendance requirements and certified reports.

Verify if regular district students and charter students are commingled in
Newcastle Elementary School District classrooms.

Verify if the provisions of the Newcastle Charter School Petition
“Application and Enrollment Process” and the “Timeline Application for
the Initial School Year” were followed in the startup of the charter school in
2005-06.

Verify if any questionable practices in the past or at the present time are
taking place that could be considered fraudulent.

Quantify the potential revenue loss relative to ADA that may be disallowed
for reasons referenced in scope points #1, #2, and #3.

The attached final report contains the study team’s findings and recommenda-
tions. We appreciate the opportunity to serve you and we extend our thanks to
all the staff of the Placer County Office of Education, Newcastle Elementary
School District and Newcastle Charter School.

Chief Executive Officer
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FOREWORD

Foreword
FCMAT Background

The Fiscal Crisis and Management Assistance Team (FCMAT) was created by legislation
in accordance with Assembly Bill 1200 in 1992 as a service to assist local educational
agencies in complying with fiscal accountability standards.

AB 1200 was established from a need to ensure that local educational agencies through-
out California were adequately prepared to meet and sustain their financial obligations.
AB 1200 is also a statewide plan for county offices of education and school districts to
work together on a local level to improve fiscal procedures and accountability standards.
The legislation expanded the role of the county office in monitoring school districts under
certain fiscal constraints to ensure these districts could meet their financial commitments
on a multiyear basis. AB 2756 provides specific responsibilities to FCMAT with regard to
districts that have received emergency state loans. These include comprehensive assess-
ments in five major operational areas and periodic reports that identify the district’s prog-
ress on the improvement plans

Since 1992, FCMAT has been engaged to perform more than 500 reviews for local edu-
cational agencies, including school districts and county offices of education. Services
range from fiscal crisis intervention to management review and assistance. FCMAT also
provides professional development training. The Kern County Superintendent of Schools
is the administrative agent for FCMAT. The agency is guided under the leadership of Joel
D. Montero, Chief Executive Officer, with funding derived through appropriations in the
state budget and a modest fee schedule for charges to requesting agencies.

Total Number of Studies ..........ccueuu... 572
Total Number of Districtsin CA.......... 982
Management ASSISTanCe.........cco.vverreres 539 (94.23%)
Fiscal Crisis/EMergency .........ceeoeeereee 33 (5.77%)

Note: Some districts had multiple studies.

Districts (7) that have received emergency loans from the state. .
(Rev. 6/6/06) u Study Agreements by Fiscal Year

. 1

60
50
40

30

Number of Studies

20

10

92/93 93/94  94/95 95/96 96/97 97/98 98/99 99/00 00/0T 01/02 02/03 03/04 04/05 05/06

| I Projected

Newcastle Charter School



Fiscal Crisis & Management Assistance Team



INTRODUCTION

Introduction

Background

Newcastle Elementary School is a single-school district serving grades K-8 in the town
of Newcastle in Placer County. Newcastle Elementary School district serves most of the
residents of the town of Newcastle; however, some Newcastle residents reside within the
boundaries of other districts, including Auburn Union Elementary District and Western
Placer Unified School District. Many of these residents would prefer that their children
remain in their “community” school, even though that is not their actual district of resi-
dence. In the past, parents requested and received inter-district attendance agreements
from their district of residence to allow their children to attend Newcastle Elementary
School. However, several districts in Placer County have begun to experience declining
enrollment and are less willing to grant inter-district attendance agreements.

In response to this situation, Newcastle Elementary School District explored, approved
and opened a charter school within their elementary school. Public meetings were held

in March, April, and May 2005. In addition, information was provided to the staff almost
weekly from March through the end of the 2004-05 school year, keeping them updated on
the process and answering questions about charter schools. Newcastle Charter School be-
gan operations in August 2005. The district’s governing board is also the charter school’s
governing board.

In March, 2006, the Placer County Office of Education received a letter signed
“Concerned Staff, Newcastle School” which alleged that certain charter documents were
backdated and not correctly prepared. A copy of this letter is included in Appendix A. In
response to the letter and because of concerns regarding the enrollment and attendance
processes at Newcastle Elementary School District, the Placer County Office of
Education contacted FCMAT to request an independent assessment of the charter school’s
enrollment procedures.

Study Guidelines

The FCMAT study team visited the Newcastle Elementary School District and the
Newcastle Charter School during the week of April 11, 2006 to conduct interviews, col-
lect data and review documentation. This report is the result of those activities and is di-
vided into the following sections:

1. Charter School Guidelines

II. Findings and Recommendations

Newcastle Charter School
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Study Team

The FCMAT study team was composed of the following members:
Michele Dodge, CPA John Lotze

FCMAT Consultant Public Information Specialist
Plymouth, CA FCMAT

Bakersfield, CA

Barbara Dean

Deputy Administrative Officer
FCMAT

Bakersfield, CA
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EXECUTIVE SUMMARY

Executive Summary

Newcastle Elementary School District opened a charter school on the Newcastle
Elementary School campus in August 2005 in response to local parents who reside in
other school districts but wish to send their children to a local community school. In the
past, these parents requested and received inter-district transfers from their district of
residence; however, recent declining enrollment has made several districts less willing to
grant transfers.

Charter school and regular school students are commingled in classes at Newcastle
Elementary School, and receive the same instruction. Education Code sections 47601
and 47602 establish criteria for charter schools, including an intent that they operate
independently and that sites which share educational programs and serve similar pupil
populations not be counted as separate schools. The practice of commingling of students
by Newcastle Charter School appears to violate the legislative intent behind the Charter
Schools Act of 1992.

FCMAT is not a policy-making agency and does not have legal authority. The issue of
commingling in the Newcastle Charter School requires a policy statement or an interpre-
tation of current law by the California Department of Education.

FCMAT found that many parents had not signed a charter school application form until
March 2006, even though most students had been enrolled and attending the school since
August 2005.

Most students residing outside the district who were enrolled in Newcastle Elementary
School via inter-district attendance agreements prior to the charter school were
automatically enrolled in the charter school; however, parents of new students were asked
to complete a charter school enrollment application form prior to their children being
enrolled in the charter school. All students enrolled in the charter school should complete
a charter school enrollment application annually. Without a completed charter school
enrollment form, a student’s ADA cannot be claimed by the charter school.

A number of charter school applications and other student records were misfiled and dif-
ficult to locate. The charter school should implement a consistent filing policy and system
and ensure that all charter school parents complete an enrollment application each year.

Because teachers cannot be required to teach in a charter school, the charter school
should determine which teachers voluntarily teach charter students, and document this
each year.

The charter school should review the California Department of Education’s (CDE’s) de-
termination on the validity of commingling charter and non-charter students when it is
received. If the CDE determines that the commingling is not valid, all non-resident char-
ter student attendance not supported by an inter-district attendance agreement would be
disallowed. This would affect 20 additional students, whose ADA has not been quantified.

Newcastle Charter School
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CHARTER SCHOOL GUIDELINES

Charter School Guidelines

Charter school laws allow all students within a county and in contiguous counties to at-
tend the charter school without the permission of their district of residence. As a result,
parents can continue to enroll their students at Newcastle Elementary School by enrolling
in the charter school, thus avoiding the inter-district agreement process. Approximately
one third of the district’s students are enrolled in the charter school.

The Superintendent confirmed that the charter school’s primary mission was to allow
nonresident parents to continue to enroll their students in the Newcastle Elementary
School District, even if the family’s district of residence denied inter-district enrollment
agreements. The charter school was intended to promote family choice by allowing non-
resident students to continue to attend the Newcastle school. In all other ways, the charter
school operates exactly the same as Newcastle Elementary School and was dubbed a
“school within a school.” Students are commingled in the same classes as the non-charter
students; instructional programs, curriculum and staffing are identical.

An issue at the heart of the county office’s request for a FCMAT study of the Newcastle
Charter School is the commingling of charter and non-charter students within classes
taught by the same teacher. Education Code section 47601 identifies the legislative in-
tent for “teachers, parents, pupils, and community members to establish and maintain
schools that operate independently from the existing school district structure.” Included
in Education Code section 47602 (a) (1) is the stipulation that sites that share educational
programs and serve similar pupil populations may not be counted as separate schools.
The limits contained in this paragraph may not be waived.

The California Department of Education (CDE) has been asked to provide a policy state-
ment or interpretation of current law regarding this specific practice in relation to the leg-
islative intent of charter school regulations. There is no question that commingling occurs
at Newcastle Elementary School. Staff confirmed that classes include both charter and
non-charter students, and all students are treated equally. FCMAT interviewed a sampling
of certificated staff, all of whom stated that they had no opposition to teaching charter and
non-charter students in a single classroom as long as they can remain employees of the
district without loss of benefits or seniority.

The CDE has a comprehensive Web site which addresses many charter school issues.
Some of the relevant questions and answers found on that Web site are included in this
section.

What is the purpose of a charter school?

The Legislature expressed its intent that charter schools are a method to accomplish the
following: (1) improve pupil learning; (2) increase learning opportunities for all pupils,
with special emphasis on expanded learning experiences for pupils identified as academi-
cally low achieving; (3) encourage the use of different and innovative teaching methods;

Newcastle Charter School
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(4) create new professional opportunities for teachers, including the opportunity to be
responsible for the learning program at the school site; (5) provide parents and students
with expanded educational opportunities within the public school system without the
constraints of traditional rules and structure; (6) provide schools a way to shift from a
rule-based to a performance-based system of accountability; and (7) provide competition
within the public school system to stimulate improvements in all public schools.

E.C. section 47601

What are the restrictions on the establishment of a charter school?

There are some restrictions on the establishment of a charter school. With a few excep-
tions, a new charter school may only be located in the district that approves it. The law
expressly prohibits the conversion of private schools to public charter schools. A charter
school must be nonsectarian in its programs, admission policies, employment practices,
and all other operations. A charter school may not discriminate against any pupil and

may not charge tuition. In addition, the school’s charter must include a description of the
school’s means for achieving a racial and ethnic balance among its pupils that is reflective
of the general population residing in the district. Pupils may not be required to attend a
charter school, nor may teachers be compelled to teach there.

E.C. sections. 47602(b), 47605(a), (b), (d), (e), and (f).

Does a charter school have a school board? Could it be governed by an existing

school board? Could it operate as a nonprofit organization?

One of the 16 required elements of a charter school petition is an identification of the
school’s governance structure and a description of the process to be followed to ensure
parental involvement. School governance can be structured in a variety of ways, but it
usually involves the school’s stakeholders (parents, teachers, administrators, classified
staff, and community leaders) in some form or another. An existing school district’s board
of trustees may govern a charter school; however, when this is the case the charter school
usually forms an advisory body made up of charter school stakeholders to advise the
school district’s governing board on issues such as program implementation, budgets and
facilities.

If a charter school elects to operate as a nonprofit public benefit corporation, the entity
granting the charter is entitled to a representative on the corporation’s board of directors.
However, the Legislature has stated its intent that the authorizer would not be liable for
any of the debts or obligations of the charter school. Nonprofit corporations are governed
by a body of law in the California Corporations Code. A charter school that is operated
by or as a nonprofit would be required to meet the conditions of the laws governing non-
profit corporations in addition to complying with all charter school laws.

E.C. sections 47604 and 47605(b)(5)(D)

Fiscal Crisis & Management Assistance Team
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What are the geographic restrictions on charter school operations?

With a few exceptions, Education Code (E.C.) Section 478605(a) allows a new charter
school to operate only within the geographic jurisdiction of the school district that autho-
rized it. The law also requires a charter petition to identify each site where the school will
operate. A charter school may operate only one site outside of the district of authorization
but within the county in which the authorizing district is located, and only under specified
conditions. A charter school may establish additional “satellite” sites only with the ap-
proval of the authorizer.

The site restrictions do not apply to non classroom-based facilities used as resource
centers or meeting spaces, or to satellite sites used exclusively for independent or home
study, as long as a majority of the charter school pupils are residents of the county

in which the charter is authorized. However, an independent study (non classroom-
based) charter school may only enroll pupils who live in the county where the charter is
authorized or in an adjacent county.

Newcastle Charter School
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FINDINGS AND RECOMMENDATIONS

Findings and Recommendations

The FCMAT team met with the Placer County Office of Education to review the initial
assessment of charter school student enrollment completed by county office fiscal staff.
The team also visited the Newcastle Elementary Charter School to review records and in-
terview staff. Specifically, the team obtained and reviewed copies of all charter school en-
rollment applications to determine whether parents had voluntarily enrolled their students
in the charter school, because the Education Code states that a student cannot be required
to enroll in a charter school. The FCMAT team also reviewed all existing inter-district
attendance agreements, correspondence sent to site staff and parents, and board minutes
related to the public notice and approval of the charter school. Interviews were conducted
with both classified and certificated staff.

A review of the district’s enrollment processes and records showed that a total of 110
students were initially enrolled in the charter school. During the county office’s fiscal
review, 25 of those students had no enrollment application on file. Applications for 62
students were on file, having been received and dated in March 2006. At least 32 of the
students were Newcastle residents. The FCMAT team verified this information and, in
some cases, updated the number and receipt of applications as additional documents were
provided by district staff.

FCMAT found that 40 charter school students are Newcastle Elementary School District
residents. Many of the other charter school students reside in the town of Newcastle but
within the boundaries of surrounding school districts.

The school had not implemented a consistent filing process for charter school students’
forms. As a result, additional enrollment forms were located as the superintendent
checked student cumulative files and parent employment files.

FCMAT found that many parents had not signed a charter school application form until
March 2006, even though most students had been enrolled and attending the school since
August 2005. Discussion with school administration and support staff revealed that the
superintendent believed that a signature by the parent on the initial charter school petition
was sufficient to indicate that the parent wanted their child enrolled in the charter school.
A signature on a petition implies support and interest for a proposed action but does not
constitute actual voluntary enrollment of children in that school.

Most students residing outside the district who were enrolled in Newcastle Elementary
School via inter-district attendance agreements prior to the charter school were automati-
cally enrolled in the charter school; however, parents of new students were asked to com-
plete a charter school enrollment application form prior to their children being enrolled in
the charter school. All students enrolled in the charter school should complete a charter
school enrollment application annually. Some residents of Newcastle Elementary School
District were enrolled in the charter school because of their involvement and interest in
the charter school, often without completing an enrollment form. At the beginning of

the 2005-06 school year, the district secretary and superintendent attempted to contact

Newcastle Charter School
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all parents of Newcastle students by telephone to verify their desire to enroll their stu-
dents in the charter school. In many cases, however, no enrollment form was required of
those parents. Notes kept during the telephone process verify that the calls were made in
August 2005 and that an attempt was made to contact all involved families.

Upon learning that all charter students should have an enrollment application form on
file indicating their voluntary enrollment in a charter school, the superintendent mailed
out enrollment forms in March 2006. As a result, many of those forms were returned and
dated in March 2006 instead of prior to the beginning of school.

Because of the requirement that enrollment in a charter school be voluntary, a student
whose family did not complete the charter school enrollment application could be viewed
as involuntarily enrolled in the charter school and, under a strict interpretation of the law,
that attendance should be disallowed from the charter school until the parents sign a form
indicating their voluntary enrollment of their child in a charter school. Because both regu-
lar and charter school students are commingled in the same classroom, parents may not
even have realized that their children were in a charter school. However, most students
whose parents did not sign the charter school enrollment application until March 2006 did
have valid inter-district attendance agreements. As a result, these students could be trans-
ferred to the non-charter Newcastle Elementary School. Because charter and non-charter
students are commingled and because there is no programmatic difference between the
charter and non-charter school classes, this would simply be a matter of paperwork; it
would not affect the students in any way, but would allow the district to minimize any
loss of funding.

Table 1 summarizes charter school student enrollment and indicates the following:

¢ The total number of students by district of residence.

e The number of students with valid inter-district attendance agreements, which
would allow them to transfer back to the non-charter school if necessary.

e The number of students who are valid Newcastle Elementary School District resi-
dents, which would allow the student to transfer back to the non-charter school if
necessary, regardless of whether they completed an enrollment application form
for the charter school before they began attending.

e The number of students who do not reside in the district and did not have either an
inter-district attendance agreement or a charter school enrollment form prior to the
start of the school year, and whose attendance may thus be disallowed for all or
part of the year.

e The total number of students enrolled in the charter school prior to parental sign-
ing of a charter school enrollment agreement, and the ADA that should be disal-
lowed from the charter school but is a valid ADA claim of the Newcastle non-
charter school.

Fiscal Crisis & Management Assistance Team
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Table 1: Charter School Student Enrollment Summary

Supporting Total Potential
Form Students ADA
Loss
Newcastle School District Resident 40
Western Placer School District Resident 12
Inter-District Attendance Agreement
Prior Signed Enrollment Application
Neither App or I.D. I 2 days
Auburn Union Elementary District Resident 31
Inter-District Attendance Agreement 15
Prior Signed Enrollment Application 14
Neither App or I.D. 2 Less than 30 days
Ophir Elementary School District Resident 15
Inter-District Attendance Agreement 14
Prior Signed Enrollment Application I
Neither App or I.D. 0
Other School District Residents 12
Inter-District Attendance Agreement 9
Prior Signed Enrollment Application
Neither App or I.D. 0
Subtotal 110

Students enrolled prior to enrollment agreement,
and related ADA for those students 90 63.6

After reviewing all inter-district attendance agreements and all charter school enrollment
applications, FCMAT found three non-resident students who had neither an enrollment ap-
plication completed prior to attending the charter school nor an inter-district attendance
agreement. In all three cases an enrollment application was obtained shortly after the stu-
dents began attending the charter school, so the total potential disallowed attendance for
these three students is substantially less than one ADA. In one case the time lag between at-
tending school and obtaining the enrollment application was only two days; in the other two
cases it was less than 30 days. Because the total potential disallowed charter school atten-
dance for those three students is less than one ADA, no revision to the school’s attendance
forms is recommended. However, as noted previously, the ADA should also be revised for
students who had inter-district transfer agreements but had not completed a charter school
enrollment form until March 2006.

The law states that teachers cannot be required to teach in a charter school. Although all
teachers interviewed indicated that they did not object to the enrollment of charter stu-

Newcastle Charter School



12

FINDINGS AND RECOMMENDATIONS

dents in their classrooms, none of the teachers had signed an employment contract at the
beginning of the school year indicating that they were teaching charter students volun-
tarily. Because all teachers signed the charter school petition, the superintendent assumed
that they were all volunteering to teach charter students. The superintendent learned about
the contract requirement when she contacted the CDE charter school division in March
2006 and subsequently sent revised employment contracts to all teachers.

The CDE has not yet issued a policy statement or an interpretation of law with regard to
the legitimacy of the charter school’s commingling of charter and non-charter students.
If the CDE determines that the commingling of charter and non-charter students at
Newcastle Elementary School District is not legal, all non-resident charter student
attendance not supported by an inter-district attendance agreement would be disallowed.
This would affect 20 additional students, whose ADA has not been quantified.

The Legislature’s intent is clear in Education Code section 47601. Charter schools are to
be operated independently from the existing school district structure. The purpose of this
intent is to allow in part for different and innovative teaching methods, parental choice,
and vigorous competition within the public schools.

Education Code Section 47602 (a) (1) is very clear relative to the Legislature’s intent regarding
the commingling of charter and regular district students. Sites that share educational programs
and serve similar pupil populations may not be counted as separate schools.

Recommendations
The charter school should:

1. Implement a consistent filing policy and system to ensure that all charter school
enrollment applications are kept in a single location.

2. Ensure that the parents of all charter school students complete a charter school
enrollment application prior the start of school each year.

3. Determine and document each year which teachers voluntarily teach charter
students. Teachers who choose not to teach charter students should be assigned
only resident non-charter students.

The county office should.:

4. Pursue the policy statement of the CDE related to charter schools implemented
under the Education Code sections referenced in this report. Validate the
compliance of Newcastle Charter School’s operations based on the CDE’s
position. In the absence of a policy position from the CDE, consult with general
counsel for direction on how to proceed locally.

5. Work with the Newcastle district to transfer back to the district the ADA of
students enrolled in the charter school prior to the date of a valid charter school
enrollment agreement.
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Appendix A: Letter from “Concerned Staff, Newcastle School”
and related forms

Newcastle Charter School



Fiscal Crisis & Management Assistance Team



Appendix B: Study Agreement

Newcastle Charter School



