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What is FCMAT and What Does It Do?
• We are education professionals just like you!  
• Fiscal Crisis and Management Assistance Team (FCMAT) spends 

the majority of its time in county offices, school districts, community 
colleges and charter schools providing:  

• Management assistance
• Technical assistance
• Professional development
• Fiscal crisis intervention 
• AB 139 audits
• Data management support

We are a part of your support system!! 
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What is FCMAT and What Does It Do? (cont.)

• Descriptions of FCMAT and its services are available at www.fcmat.org.  
• Some of the services and resources that are available to the field 

include:
Fiscal tools Daily news headlines
Mailing lists Help desk
Online request system Report archives
Manuals Charter School Oversight Checklist
Projection-Pro Funding Formula Calculators (K-14)

http://www.fcmat.org/
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Charter Oversight, Manuals, & Checklists
• What does a charter manual or checklists have to do with oversight?
• What do manuals do for oversight and the charter?
• Oversight begins with measuring expectations against criteria

• Manuals (Accounting, Employment, Purchasing, Facilities, ASB, Boosters, 
etc.,) create an internal control framework of policies and procedures.

• Checklists and oversight audit programs are measurement tools that are 
used to establish criteria that can be measured and documented 

• Board Policies are local laws the charter must follow

• Oversight checklists, programs, or plans are essential to documenting oversight 
and effectively conducting consistent oversight
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Why The Manual?
• Many charter schools have few or no manuals to help them with 

accounting and best practices.

• FCMAT’s Charter School Accounting & Best Practices Manual 
is a great place to start!

• This manual offers guidance and insight into what charters and 
authorizers should consider.

• More than 80% of charter school failures are because of financial 
issues.
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Why The Manual? (cont.)
• Internal controls contribute to a good financial foundation and are 

critical to the success of a charter school.

• Charter board members and even administrators often have little 
or no governmental or school business experience.

• Board members should insist on sound business policies and 
procedures that address all aspects of the charter’s business 
operations. 

• The manual is a tool for both the charter and authorizer.
• Each should know what the other is looking for and expecting.
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Why The Manual? (cont.)
• Many new charter schools begin without a thorough 

understanding of the knowledge, competency and time needed 
for charter school fiscal management. 

• Fiscal policy and oversight is essential to maintain integrity when 
established charter schools experience fluctuations such as 
rapid growth, added schools, or changes in administration or 
management.

• Don’t forget:  Fiscal policy may need to be updated as the 
charter school changes. 
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Charter Board Policy and Regulations
Charter policy and regulations govern everything.

AND

Charter policy and regulations provide guidance to ensure 
understanding of what is allowable and prohibited.

Manuals, Checklists, and Programs assist in monitoring and 
documenting performance objectives of oversight
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Charter Board Policy and Regulations (cont.)
Charter board policies and regulations are additional laws that the 
charter school must follow.

• If the charter’s governing board has determined that a particular type 
of policy, activity, expenditure, etc., serves a public purpose, as long 
as it is not illegal, courts will usually defer to that policy.

• The charter school’s administration is responsible for establishing and 
monitoring the procedures to carry out the policies and regulations 
adopted by the governing board. 

• Authorizers need to ensure a charter has sufficient board policies, 
administrative regulations, and manuals to document its internal 
controls and ability to conduct its day to day operations effectively.
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Who Is Responsible For Oversight
Oversight is the responsibility of:

• The authorizer
• The charter school

Authorizers need to perform oversight, and charter schools 
need to know what is expected. 

“I don’t know exactly what oversight is, but I know good 
oversight when I see it.”
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Oversight
Education Code Section 47604.32
• Identify at least one staff member as a contact person for the charter 

school.
• Visit each charter school at least annually.
• Ensure that charter schools under its authority comply with all reports 

required of charter schools by law, and all other mandatory reporting 
requirements.

• Monitor the fiscal condition of charter schools.
• Provide timely notification to the CDE when a charter renewal is 

granted, denied or revoked, and when a charter school ceases 
operation for any reason.

(The law does not specify how oversight should be conducted)
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Oversight (cont.)
• Bylaws are additional laws governing the charter school. What is written in 

the bylaws matters.
• This is where both authorizers and charters make mistakes
• Sole Statutory Member issues typically start here
• Does the Sole Statutory Member (SSM) have control and an economic 

interest — e.g., remove board members with or without cause
• This means the SSM of the charter management company (CMO) is 

a related party. 
• Full disclosure ?
• Consolidation ?
• GAAP issue ?

Both the authorizer and charter need to know what they are getting into.



13

Oversight (cont.)
• Fiscal Condition – This is all things financial – everything

• Budget
• Cash flow
• Financial reporting

Can a charter school meet or exceed a 3% reserve and still 
have financial problems?

Both the charter and the authorizer need to know the 
numbers!
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• Transfer of funds to entity not identified in the charter petition that 
has involvement in the operation of the charter school

• Creation of governance structures outside the local charter board  
• Sole statutory member & related parties
• Agreement that allows day-to-day management to another entity
• Transfer of funds between schools rather than spending the 

revenue on the students that generated the revenue (consider 
LCAP impacts and commingling)

• Employee and service charges transferred between entities
• Undocumented line of credit
• Purpose and documentation of financial need to sell or factor 

receivables

Things to Watch For
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Liability Considerations
• Under the California Charter Act, the authorizing agency is not 

responsible for the debs or obligations of nonprofit charter if the 
authorizer has fulfilled its oversight functions.

vEd Code 47604(c): 
An authority that grants a charter…to be operated by, or as, a 
nonprofit public benefit corporation is not liable for the debts or 
obligations of the charter school, or for claims arising from the 
performance of acts, errors, or omissions by the charter school, 
if the authority has complied with all oversight responsibilities 
required by law, including, but not limited to, those required by 
Section 47604.32 and subdivision (m) of Section 47605.
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Liability Considerations (cont.)
• One Notable Exception:
• CalSTRS expects all applicable service credit to be fully paid!

• May hold authorizer liable for unpaid employee & employer 
withholdings

• Already has held a county office responsible (even though it was 
not an authorizer!) for all remaining pension obligations
ü County office is the “direct reporting agency” for STRS 

obligations
• Includes penalties and interest, and even any outstanding audit 

findings
• There may be no remaining or residual funds to pay the obligations
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Liability Considerations (cont.)
• One Notable Exception (cont.)
• CalSTRS uses Ed Code 23007 to support their position:
• If any county superintendent, district superintendent,…or other employing agency 

that reports directly to the system fails to make payment of any assessment by 
the board, the (State) Controller shall, upon order of the board, withhold 
subsequent payments from the State School Fund to the county for deposit in the 
county school service fund or, upon the request of a county superintendent of 
schools to the county auditor, he or she shall withhold payments to a school 
district for deposit in the district general fund until the contributions and report are 
received in acceptable form in the office of the system and the board directs the 
Controller to make those payments, less the amount of the assessments to the 
county that would have been paid had no payments been withheld. The Controller 
shall then pay to the system the amount of the assessments withheld for deposit 
in the State Treasury to the Teachers’ Retirement Fund.
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Liability Considerations (cont.)
• One Notable Exception (cont.)

• Will occur even if nonprofit charter files for bankruptcy
• CalSTRS will withhold state apportionments to cover unpaid costs
• Residual funds, such as state apportionments received after charter 

closure, may be allowable for unpaid pension obligations
ü Not yet adjudicated

• Withholding from a district, as authorizing agency, has not yet 
occurred

• Not necessarily applicable to CalPERS, as charters don’t typically 
participate in CalPERS

• Legislative fix planned to prevent this  
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Liability Considerations (cont.)
• Assembly Bill (AB) 406 (Chapter 291/2018)

• Known as the “McCarty Bill”
• Effective July 1, 2019
• Prohibits for-profit charter schools — private entities can no longer 

profit from public education dollars 
• Rare coalition of California Federation of Teachers (CFT) and 

California Charter School Association (CCSA), both supporting bill.
• Currently affects 34 charter schools in California run by for-profit 

corporations, serving over 25,000 students. Impact will depend on 
each one’s operations.

• Also affects all new petitions, renewals and material revisions after 
July 1, 2019.
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What Must a Charter Petition Include?
Among other things:
• Identify a single charter school that will operate within the geographic 

boundaries of the district
• May propose to operate in multiple locations in the district as long as they 

are identified in the petition
• If a charter school is unable to locate within the jurisdiction of the 

authorizing district, it can locate in another district within that county –
advance notification to the district of location is required prior to approval 
of the petition

• The charter school must serve all grade levels of the authorizing district 
before it may serve students in other grade levels

• New charter petitions must include a description of the annual goals and 
actions in the eight state priorities defined in E.C. 52060 (E.C. 47605 and 
47605.6)
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Educational Program Requirements
California Code of Regulations (CCR), Title 5, Subchapter 19 - Charter 
Schools, Article 2 – General Provisions, describes the criteria for review 
and approval of charter school petitions
Section 11967.5.1(b) of the CCR defines several factors that determine 
whether a charter petitioner has “an unsound educational program” under 
E.C. 47605(b)(1):
• The program that is described presents the likelihood of physical, 

educational, or psychological harm to the affected pupils
• The program that is described is not likely to be of educational benefit to 

the pupils who attend
• For petition renewals, the charter has not met the standards for renewal, 

or the charter school has not met the measurable pupil outcomes
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Administrative Requirements
• Sound administrative and financial practices are essential to the 

success of a charter school
• California Code of Regulations (CCR) is critical to the charter 

petition review process 

Do Not Underestimate the CCR
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CCR Requirements Section 11967.5.1(c)
“(c) For purposes of Education Code section 47605(b)(2), the SBE shall take the following 
factors into consideration in determining whether charter petitioners are “demonstrably 
unlikely to successfully implement the program.”
(1)  If the petitioners have a past history of involvement in charter schools or other 

education agencies (public or private), the history is one that the SBE regards as 
unsuccessful, e.g., the petitioners have been associated with a charter school of which the 
charter has been revoked or a private school that has ceased operation for reasons within 
the petitioners' control.
(2)  The petitioners are unfamiliar in the SBE's judgment with the content of the petition 

or the requirements of law that would apply to the proposed charter school.
(3)  The petitioners have presented an unrealistic financial and operational plan for the 

proposed charter school. 
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CCR Requirements for Administrative Services
Under CCR, Section 11967.5.1(c)(3)(A), an unrealistic financial and 
operational plan is one which fails to do the following:
1. “Describe the structure for providing administrative services, 

including, at a minimum, personnel transactions, accounting and 
payroll that reflects an understanding of school business practices 
and expertise to carry out the necessary administrative services, 
or a reasonable plan and timeline to develop and assemble those 
practices and expertise

2. For any contract services, describe criteria for the selection of a 
contractor or contractors that demonstrate necessary expertise 
and the procedure for selection of the contractor or contractors”
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CCR Requirements for Administrative Services (cont.)
To describe the structure for providing administrative services, the criteria for 
selection of contractors and their expertise, and procedures for selection, consider 
the following:
• Identify the law firm(s), consultant(s), accountant(s), auditor(s), business service 

provider(s), third party substitute teachers and special education contractors 
which budgeted costs are based on; and whether any of the consultants and 
service providers are affiliated or related parties to any of the charter petitioners 
or other charter related operations or organizations

• To comply, consider presenting as much of the following as possible:
• The names of all individual professionals, consultants and service companies
• The Internal Revenue Service income tax form under which the individual 

and/or organization files federal income taxes, such as 1120 Corporation or 
990 Not-for-Profit, etc.
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CCR Requirements for Administrative Services (cont.)
• State of incorporation
• How long the service companies and individuals have been in business, 

copies of professional licenses, and areas of expertise
• Number of California clients served and references from a representative 

sample of California clients
• Names and relationships of principals and full disclosure of any pre-

existing relationships or potential conflicts of interest with any of the 
charter school petitioners or staff members

• The financial terms of each attorney, consultant and service company 
contract, as well as comparison data from other similar service 
companies such as service cost agreements, fee agreements, etc.
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CCR Requirements for Administrative Services (cont.)
• The financial terms of each attorney, consultant and service company 

contract, as well as comparison data from other similar service 
companies such as service cost agreements, fee agreements, etc.

• Copies of actual or prospective MOUs and contracts between each 
attorney, consultant and service companies and the charter school

• Contract termination rights, if any
• Organizational and operational contract terms between the service 

companies and the charter school
• All service companies’ and consultants’ employees’ limits of 

authorization
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CCR Requirements for Financial Administration
Under CCR, Section 11967.5.1(c)(3)(B), an unrealistic financial and 
operational plan for the proposed charter exists when the charter or 
supporting documents do not adequately:
1. “Include, at a minimum, the first-year operational budget, start-up costs, 

and cash flow, and financial projections for the first three years
2. Include in the operational budget reasonable estimates of all anticipated 

revenues and expenditures necessary to operate the school, including, 
but not limited to, special education, based, when possible, on historical 
data from schools or school districts of similar type, size, and location

3. Include budget notes that clearly describe assumptions on revenue 
estimates, including, but not limited to, the basis for average daily 
attendance (ADA) estimates and staffing levels
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CCR Requirements for Financial Administration 
(cont.)
4. Present a budget that in its totality appears viable and over a period 

of no less than two years of operations provides for the amassing of 
a reserve equivalent to that required by law for a school district of 
similar size to the proposed charter school.

5. Demonstrate an understanding of the timing of the receipt of various 
revenues and their relative relationship to timing of expenditures that 
are within reasonable parameters, based, when possible, on 
historical data from schools or school districts of similar type, size, 
and location”
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CCR Insurance Requirements
Under CCR, Section 11967.5.1(c)(3)(C), an unrealistic financial and 
operational plan for the proposed charter exists when: 
“(C) In the area of insurance, the charter and supporting documents do not 
adequately provide for the acquisition of and budgeting for general liability, 
workers compensations, and other necessary insurance of the type and in 
the amounts required for an enterprise of similar purpose and 
circumstance.”



31

CCR Facilities Requirements
Under CCR, Section 11967.5.1(c)(3)(D), an unrealistic financial and operational 
plan is one to which any or all of the following applies:
“(D) In the area of facilities, the charter and supporting documents do not 
adequately:

1. Describe the types and potential location of facilities needed to operate the 
size and scope of educational program proposed in the charter.

2. In the event a specific facility has not been secured, provide evidence of the 
type and projected costs of the facilities that may be available in the location 
of the proposed charter school.

3. Reflect reasonable costs for the acquisition or leasing of facilities to house the 
charter school, taking into account the facilities the charter school may be 
allocated under the provisions of Education Code section 47614.”
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CCR Facilities Requirements (cont.)
To comply, consider presenting as much of the following as possible:

• Comparative market rents of facilities based on square feet (rent per 
square foot) in the surrounding area

• Describe how rent is or will be calculated, if rents are tied to the 
Consumer Price Index (CPI), or if there are any additional 
common area maintenance (CAM) charges, etc.

• Identify what type of rent deposit may be required
• Who if anyone is guaranteeing the rent
• If any collateral is required, and if so, what the collateral may 

consist of
• Is there is an exit provision for early termination of the rental 

contract or lease in the event the charter school closes?
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CCR Facilities Requirements (cont.)
• A detailed description of the proposed type of facility to be leased 

by identifying the following:
• If the proposed facility to be leased is suitable for all programs 

offered including 
• Classroom instruction
• Special education services
• Physical education
• Administration
• Food services
• All other programs
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CCR Facilities Requirements (cont.)
• A detailed description of the proposed type of facility to be leased by 

identifying the following: (cont.)
• The number of bathrooms and whether the bathrooms are ADA 

compliant to meet the needs of all students
• The size, capacity and type of cafeteria, kitchen and food service 

facilities
• Proximity to incompatible business establishments
• Proximity to residential neighborhoods
• If the landlord is related to or affiliated in any way with any of the 

petitioners, petitioners’ friends or family members
• If or when such a facility will be available or if the tenant improvements 

of the facility can be completed and ready for students and staff to safely 
occupy when the charter school opens
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CCR Reserves for Economic Uncertainty
Required reserves for economic uncertainties are defined at 5 CCR §15450 
Reserves: 
“(a) Available reserves for any of the budget year or two subsequent fiscal years 
are not less than the following percentages or amounts as applied to total 
expenditures and other financing uses:
• the greater of 5% or $55,000 for districts with 0-300 ADA
• the greater of 4% or $55,000 for districts with 301-1,000 ADA
• 3% for districts with 1,001-30,000 ADA
• 2% for districts with 30,001-400,000 ADA
• 1% for districts with 400,001 and over ADA”
The charter petition budget notes or assumptions may stipulate a specific budget 
reserve as a percentage of total annual operating expenses or a specific dollar 
amount, whichever is greater. Compare!
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PCSGP Start-Up Grant Eligibility
The CDE provides important guidance about the Public Charter School Grant 
Program (PCSGP) on its website: https://www.cde.ca.gov/sp/ch/csexpenses.asp
Factors Affecting Eligibility for Reimbursement:
• Grant funds are intended to supplement, not supplant, state or local funds
• Costs incurred must correlate to a grant objective or a work plan objective
• Costs incurred must be one-time in nature and may not include ongoing 

operational costs
• Costs incurred must be obligated during the grant project period
• Purchases or contracts for goods and services must follow pertinent procurement 

regulations
• All purchases must be reasonable and necessary to the completion of the grant 

objectives or the initial operation of the school

https://www.cde.ca.gov/sp/ch/csexpenses.asp
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Fiscal Components
• Multiyear Financial Projection - Budget

• With accompanying detailed budget notes and assumptions for all revenue 
and expense accounts (not just a statement that an amount is based on 
enrollment)

• Cash Flow Projection
• At least 12 months, preferably longer, with accompanying detailed notes and 

assumptions for all cash flow and accrual line items (Preferable for each year 
of projection)

• Cash flow must balance to net assets/fund balance
• Balance Sheet Component

• Identify all balance sheet items including, but not limited to:
• Loans
• Advances
• Receivables Factoring or Sales
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Budget
Budget — Statement of Financial Position & Income Statement
Assets Revenue
Cash            $   10,000 All Revenue     $  4,000,000
A/R 400,000 Expenses
Total Assets                $    410,000 All Expenses        3,900,000
Liabilities Net Income      $ 100,000 
A/P                  293,000
Equity Beg F/B                    17,000
Net Equity/Fund Bal 117,000 End F/B $ 117,000
Total Lia/Equity           $   410,000 Reserve ($117,000 / $3,900,000 = 3%)
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Charter Petition and Budget Notes,  Payroll and 
Benefits 

EXPENSE
Payroll
Certificated Salaries

Teachers' Salaries 578,253 585,601 603,169 
Teacher salaries.  No additional teachers are anticipated as a result of the increase in student enrollment (the average 2019-20 student-to-teacher ratio is 15:1).  There is a 3% 
per year increase to cover COLA and raises.  This amount gives the Head of School a guideline for increases.

Certificated Pupil Support Salaries 94,449 97,282 100,201 Counselor, SPED salaries.  There is a 3% per year increase to cover COLA and raises.  This amount gives the Head of School a guideline for increases. 

Certificated Supervisors' and Administrators' 
Salaries 90,525 100,000 103,000 

Administrator salary.  The increase in 2019-20 reflects the hiring of a new Head of School.  There is a 3% per year increase to cover COLA and raises.  This amount gives the 
Head of School a guideline for increases.

Other Certified Salaries (subs & coach) 10,000 10,000 10,500 Subs and coaches.  The increases are due to an anticipated small increase in the hourly sub rate every two years. 

Total Certificated Salaries 773,227 792,883 816,870
Classified Salaries

ALL Classified Salaries 198,274 204,222 210,349 All classified employees.  There is a 3% per year increase to cover COLA and raises.  This amount gives the Head of School a guideline for increases. 

Total Classified Salaries 198,274 204,222 210,349 
Benefits

STRS 63,791 65,413 67,392 STRS.  Paid in full every month on each certificated employee.  XYZ has no classified STRS members.  The current rate is 8.25% of the total certificated salaries.

PERS 18,777 20,049 20,726 
PERS.  Paid in full every month on each qualifying classified employee.  XYZ has no certificated PERS members.  The 2018-19 employer rate is 14.44%.  The percentage paid 
for PERS has increased every year and the amount budgeted shows an increase of .4% every year.

FICA 12,293 12,662 13,042 Social security, 6.2%; classified and non-STRS members only.
Medicare 14,087 14,458 14,895 Medicare; .0145% on all employees

Health & Welfare 86,476 93,394 100,866 

Medical/dental/vision/life insurance.  The plan in 2019-20 is Aetna for medical, Choice Builder for Dental, VSP for vision, and Liberty for life insurance.  An increase of 8% per 
year is expected.  Coverage is paid in full for all staff members who work 30 hours per week or more, and is available for employee dependents on an out of pocket basis.  The 
accounting manager monitors the hourly employees' time in service for both health/welfare and PERS retirement benefits eligibility. 

CA Unemployment 13,000 13,000 13,000 Unemployment.  Payments are largest in August, Sept, Jan and Feb.

Worker's Comp 24,418 25,925 27,735 Worker's compensation insurance. An increase of 5% per year to cover both salary increases (3%) and cost increases (2%) is anticipated and historically supported.
Total Benefits 232,842 244,900 257,655

Total Payroll 1,204,343 1,242,006 1,284,874
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Charter Petition and Budget Notes, Rents and 
Leases

Rent, Leases, 
Maintenance

56
00

Computer 
Repairs/Tech 
Supp - - - Fees for commuter repairs done off-campus and not by our tech support person--rarely used.

56
00

Equipment 
Repairs 1,000 2,000 2,000 

Repair to equipment such as kitchen equipment, copiers, etc.  The High School's copier lease expires at the end 
of 2013-14 and will become a repair contract or repaired on an as-needed basis after that (this also explains the 
reduction in leased equipment).   A material increase in this account as student enrollment increases is not 
expected.

56
00

Facilities 
Repair/Maintenan
ce 15,000 16,000 16,000 

Repair and maintenance of classroom and administrative facilities.  The cost of supplies and materials will 
increase over time, and the increases to this account are to cover those changes.   A material increase in this 
account as student enrollment increases is not expected.

56
00

Leased 
Equipment 10,000 6,000 3,000 

Copier at high school (lease ends May 2022, resulting in a lower amount budgeted in subsequent years), other 
leased equipment such as equipment for assemblies, short-term leases for facilities, storage, etc.  A material 
increase in this account as student enrollment increases is not expected.

56
00Rent 72,000 75,000 75,600 

Rent of HS and farm buildings and grounds.  The HS lease is expected to increase by $50 per month stating in 
2020-21 and staying at that rate for 5 years.  The farm lease is a 25-year lease with 14 years left on the original 
term.  A material increase in this account as student enrollment increases is not expected.
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Charter Petition and Budget Notes, 
Professional Services

Professional Services

5800 Audit/Accounting services 4,800 4,600 4,700 Annual audit fees.  Rates are expected to increase every year.   A material increase in this account as student enrollment increases is not expected.

5800Bank Service Charges 500 700 700 Fees charged by the bank for checking etc.  Rates are expected to increase every couple of years.   A material increase in this account as student enrollment increases is not expected.

5800Consulting 25,000 25,500 26,000 Independent contractors--SELPA, AERIES support, workshops, etc.  Rates are expected to increase every couple of years as student enrollment increases, although not in proportion to the student enrollment increase.

5800District Oversight 12,222 13,071 13,919 1% fees owed to the district for oversight.  The fee is based on LCFF base funding, LCFF supplemental funding, and Property Tax. Expected to increase as student enrollment increases. 

5800Fingerprinting 850 1,000 1,000 Live Scan fees.  XYZ reimburses employees and volunteers for these fees.   A material increase in this account as student enrollment increases is not expected.

5800Legal Fees 8,000 4,000 4,000 Legal fees.  Higher in 2019-20 due to the charter renewal.   A material increase in this account as student enrollment increases is not expected because we just do not anticipate legal issues.

5800Licenses and Permits 750 800 850 Kitchen inspection and health permits, etc..  Fees are expected to increase every couple of years.   A material increase in this account as student enrollment increases is not expected.

5800Other Payroll Expense 1,200 1,500 1,500 Direct deposit fees; other fees associated with payroll.  This is not expected to increase materially after 2020-21, and the amount in 2020-21 is slightly higher than the highest rate XYZ has incurred in the past.

5200Printing and Reproduction 500 1,700 1,700 
Printing of letterhead, envelopes, brochures, documents--external printers.   A change in the letterhead is anticipated and that explains the increase in costs in 2020-21 and 2021-22, after which costs will level off.  A material 
increase in this account as student enrollment increases is not expected.

5800Professional Development 10,000 4,000 4,000 
Staff development.  The higher amount in 2019-20 reflects the Common Core training expenditures.   A material increase in this account as student enrollment increases is not expected.  Starting in 2019-20, $100 per year will 
be allocated to ASB accounting training for the accounting manager and the ASB advisor.

5800Public Relation & Orientation 1,800 2,000 2,000 
Public relations and orientation for staff, students, board, and parents.  Expected to increase in 2020-21 as a new head of school takes over, but to level off thereafter.   A material increase in this account as student enrollment 
increases is not expected.

5800Recruitment 5,000 2,000 2,000 Recruitment of students and staff.  2019-20 reflects the Head of School search expenses.   A material increase in this account as student enrollment increases is not expected.

5800Retirement Services 1,350 1,350 1,400 SBCSS retirement services fees  Expected to increase every couple of years.   A material increase in this account as student enrollment increases is not expected.

5800Security System Services 1,500 2,000 2,000 
Alarm service and repairs.  Costs have remained the same for several years but are expected to increase in 2020-21 and then level off for several more years.   A material increase in this account as student enrollment 
increases is not expected.

5800Travel & Conferences 100 1,300 1,300 
Travel costs--plane tickets, car rentals, etc.  A large expenditure in 2018-19 meant a small expenditure in 2019-20, but normal levels are expected thereafter.   A material increase in this account as student enrollment increases 
is not expected.

5800Other (miscellaneous) 100 500 500 
Service expenses that don't have a home elsewhere.  The increase is due to the new head of school and possible new programs and services that will be offered.   A material increase in this account as student enrollment 
increases is not expected.
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Cash Flow
• Cash Flow — Charter Petition and Budget Notes

• Cash Flow notes are just as important
• Detailed notes for each and every accrual amount
• Detailed summary of notes describing the timing of cash flow
• Not every month of cash flow is the same

• Explain the variances
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Supplemental Schedules
• Supplemental Schedules — Charter Petition and Budget Notes
• Salaries by job classification — details and summary
• Benefits by job classification — details and summary

• Describe who the benefits providers are (e.g., Blue Cross, Aetna, 
Delta Dental)

• Describe who qualified and when
• CalPERS and CalSTRS — describe rates, etc.

• Special education contribution/encroachment
• Budget notes for why you think it is zero or how you specifically 

calculate the amount you used

NOTES FOR EVERYTHING and then add more!
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Oversight Responsibility 
• The charter school’s authorizing agency is responsible for adequate 

and appropriate oversight, including determining if a charter school 
is following prudent business practices and generally accepted 
accounting principles when accounting for revenues and 
expenditures and preparing financial reports.

• Remember, to assess the fiscal condition of charter schools, the 
authorizer can request any financial information in addition to the 
aforementioned reports.

• Much of this can be documented in an MOU.



45

Authorizer Oversight
E.C. 47604.32 — Authorizing entities must monitor the fiscal condition 
of charter schools

• E.C. doesn’t say how – the details are left to be determined by the 
authorizer and the charter school and should be spelled out in the 
charter petition and/or MOU before authorization.

• Starts as soon as the petition is approved; there could be start-up 
loans or other grants.

• Oversight includes pupil performance, fiscal accountability, and 
legal compliance.

• Should be treated as a second set of eyes to help ensure success.
• Should be adequate.
• Should be documented – consider using FCMAT’s checklist.
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Authorizer Oversight (cont.)
• Identify at least one staff member as a contact person for the charter 

school. 
• Visit each charter school at least annually. 
• Ensure that the charter school complies with all reports required of 

charter schools by law, including the annual Local Control and 
Accountability Plan (LCAP) update. 

• Monitor the fiscal condition of each charter school under its authority. 
• Provide timely notification to the CDE if any of the following occur, or 

will occur: 
(1)A renewal of the charter is granted or denied. 
(2)The charter is revoked. 
(3)The charter school will cease operations for any reason. 
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Authorizer Oversight (cont.)
Documenting Oversight

Document, Document, Document, Document, Document

• Whether your documentation style is binders, or electronic, how 
well you document oversight may determine whether or not you 
as the authorizer are held liable for a charter's liabilities.
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Documenting Oversight
Best Practices:
• Keep time sheets or logs
• Corelate time spent to a dollar cost amount
• Keep calendars of visits and notes of whom you met with and 

meetings attended
• Keep mileage logs for travel to charter sites
• Document oversight team meetings
• Keep emails, communication logs, and mail
• Keep copies of materials examined during the review process. 

Includes your notes.
• Keep everything organized

Authorizer Oversight (cont.)
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Fiscal Oversight – Spell It Out
At a minimum, charter schools must:

• Prepare an LCAP by July 1.

• Adopt a budget by July 1.

• Complete first and second interim reports by December 15 
and March 15, respectively, of each fiscal year.

• Submit unaudited actuals annually by September 15.

• Submit audited financial statements annually by December 15.
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Oversight Considerations
• Establish team approach.
• Maintain active and ongoing contact with charter school to ensure 

compliance with the requirements established in the charter petition, 
MOU or other local agreements.

• Support the successful establishment of the charter school.
• Evaluate both educational and financial progress regularly during 

the year, as well as annually. 
• Perform periodic site visits.

• No requirement to schedule these visits.
• Verify compliance with charter, MOU, and law.

• Document your actions when you work to resolve issues.
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Oversight Considerations (cont.)
While oversight starts with the petition, it is founded in internal 
controls and policies and procedures, manuals, and checklists.

Internal controls can span education programs, attendance, human 
resources and all aspects of the financial operations of the charter 
school. Internal controls or policies, procedures, or administrative 
regulations include, but are not limited to, the following:

• Operating policies and procedures
• Accounting / business manuals
• Human resources manuals
• Employment manuals 
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And Never Forget…
Strong proactive oversight is essential for pupil performance, 
fiscal accountability, and legal compliance.

• In the worst-case scenario, how well you document your oversight 
may be a critical factor to mitigating authorizer liability.

Don’t wait for a problem to arise!
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Reimbursement for Oversight
• The chartering agency may charge an oversight fee for the actual 

costs of supervision, not to exceed 1% of a charter school’s 
applicable revenues (EC 47613[a])

• Exception: Oversight fee may be up to 3% of the charter school’s 
revenue if the charter school obtains substantially rent-free 
facilities from the authorizer (but still cannot exceed actual costs).

• Revenue of the charter school is defined as the amount received 
in the current fiscal year from the Local Control Funding Formula 
(base grant + supplemental grant + concentration grant + Targeted 
Instructional Improvement Grant + home-to-school transportation).

• Recommendation: Include provision in MOU.
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Oversight and Accountability
• The California Research Bureau has published studies that found up to 

20% of all authorizers fail to perform their oversight responsibilities as 
defined in E.C. yet charge the maximum allowable for oversight 
responsibilities.

• Few charter authorizers document the time or cost spent performing their 
oversight responsibilities.
• When they do document, there is no consistency in authorizer activities 

or reported expenses.
• Most authorizers report that they spend more than the maximum 

amount they are able to receive, but they don’t account for how they 
spend the funds they do receive.

• Charter authorizers across the state differ significantly in the oversight 
responsibilities they perform.
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Improved 
Internal 
Controls

Board 
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Manual

Other 
Best 

Practices
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What audit and oversight metrics 
should be considered when evaluating 

a charter school’s financial 
performance?

Charters and authorizers need to know 
this.
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Better Charter Oversight and Auditing Metrics

Commonly Evaluated
• Evaluate audit report
• Compare budget, first 

interim, second 
interim, & unaudited 
actuals

More Details

• Prepare a comparison of 
audit reports and trend 
analysis

• Compare budget and 
unaudited actuals within the 
year and against the prior 
year
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Better Charter Oversight and Auditing Metrics 
(cont.)
• Trend analysis at the object code level.
• Common size analysis with revenue and expenses.
• Examine aged accounts payable at the individual vendor level.
• Audit ADA within the charter’s attendance program.
• Evaluate the charter each year as a going concern.
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Trend Analysis
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Trend Analysis (cont.)
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Attendance Mismatches



62

Remember, if your charter is a lack of going 
concern, it is going out of business.

How do you evaluate your charter 
school’s performance and ability to 

continue as a going concern? 
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Going 
Concern 
Checklist
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Going 
Concern 
Checklist
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Going 
Concern 
Checklist
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Going 
Concern 
Checklist
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Charter Oversight Checklist
• The checklist is also a great guide for charter schools

• http://fcmat.org/wp-content/uploads/sites/4/2016/03/Charter-
School-Annual-Oversight-Checklist-revised-final-3-17-
2016.pdf

• You should have a copy and then add to it to meet your 
local needs. 

http://fcmat.org/wp-content/uploads/sites/4/2016/03/Charter-School-Annual-Oversight-Checklist-revised-final-3-17-2016.pdf
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Checklist 
Example
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Checklist 
Example-

cont.
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Any Questions?
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Thank You For Attending


