CHARTER SCHOOL FUNDING


This document is not meant to be a comprehensive list of all revenues available, but rather an explanation of the common sources of revenue available to charter schools.  The revenue streams fall into five different categories:  1) Pre-opening (planning) and implementation grants, 2) State Aid, 3) Special Education aid/grant reimbursement ,    

4) Federal Title Grants, 5) Food Service reimbursement.  Many other funding sources are available (See Appendix 1), but most of these revenues are for unique situations and/or needs, i.e. English as a Second Language.

Planning and Implementation Grants

Eighteen to twelve months before opening the doors of a charter school, a planning grant of $10,000 is available from the Department of Public Instruction (DPI.)- Charter School Division.  It should be noted that the application for the $10,000 should be       after significant planning has already been accomplished.  It is not a grant for starting the planning process, but rather as reimbursement for planning already accomplished (See Appendix 2 – 2003-2004 Planning Application Guidelines).  It is important to have the application filed in a timely manner (August 1, 2003-this year) because there is an additional $40,000 in planning dollars available after the $10,000 is awarded.  At this juncture, the school has entered into a three plus year relationship for these funds.  During the first year of operation there are up to $150,000 in an Initial Implementation Sub-grant available (See Appendix 3) and in the second year up to an additional $150,000 can be awarded (See Appendix 4).  With an implementation renewal, it is vital that in the planning and implementation stages the school have a plan that is written out, application and budget computed and submitted time (this due date is currently August 1 of the year the sub-grant is being requested).  Communication with the DPI. Charter School office should be encouraged.  Insights on the Plan, Project Narrative and Application are available to help the schools transpose the concepts into writing.  The amount of the $150,000 awarded should depend on the monies available and the number of schools requesting implementation dollars.

Schools that have been in operation three consecutive years, and have the time, desire, and a successful product/experience, can apply for a dissemination grant of up to $150,000.  The intent of this grant is to help other charter schools by sharing disseminating successful experiences and practices that made 1) substantial progress in student academic achievement, 2) resulted in high levels of parent satisfaction, 3) and overcame initial start-up problems and created a financially sound school.  If awarded, this grant can be renewed for a second year up to an additional $150,000.  (See Appendix 5)  The due date for this grant is December 26 of the year applying.

The following is important for each grant:  1) A plan on how, what, why and when measurable objectives will be met.  2) A budget of monies necessary to accomplish the plan.  3) The application and paperwork completed and submitted by the due date.  4) The school needs to open within the 18-12 months of the planning grant and remain open for consecutive years to receive the grants.  This is referred to as a continuous relationship between the school and granting authority (DPI).

An excellent reader’s digest source of information on 1) Charter Schools – their history, laws, facts, grants-availability-priority-application process with due dates, was completed by Paula Crandall-Decker and Gerhard Fischer (See Appendix 6).  

In conclusion, a charter school can receive up to $50,000 in planning before school opens, $150,000 implementation year 1, $150,000 implementation year 2, after three consecutive years of operation $150,000 year 4, $150,000 dissemination year 5.  Most commonly, the schools will receive the first 2 years plus the planning for a total of up to $350,000.

State Aid

The most significant form of revenue by far for charter schools, is state aid.  Simply state, the aid is calculated by multiplying the number of full- time students average, on two count days, times a fixed dollar amount  ($7,050.00 for 2003/04 school year).  The amount of dollars received from the State is so significant that the procedure used and accuracy of the student counts are audited each year to insure compliance.  What is the procedure?  First we need to understand the term “Full-Time Equivalency  (FTE).  Students who are in school all day are full time students, but kindergarten or 4 year old kindergarten that attend school in the A.M. or P.M. only are ½ time students.  Therefore, it takes two ½ time students to equal one full time (1-FTE.).  Some kindergarten students will be counted as .6 of an FTE. if the school has an out-reach program.  Two .6 students equal 1.2 FTE. students.  State aid is concerned with the number of FTE’s only.  There are two count dates, where the schools FTE’s are established, the third Friday in September and the second Friday in January.  A school needs to prove students are in attendance on those dates.  How is this accomplished?  What is the procedure?  Let’s examine the third Friday in September.  Generally, the rule is that a student needs to be in attendance, or if absent on that Friday, needs to be present before and after the Third Friday count date.  The school takes attendance and all those present are counted.  Next, the school looks at those students who were absent on that date.  The school needs to show by their attendance records that an absent student was present before and after the third Friday count.  For example, if a student was present on the Wednesday before and then returned to school the Tuesday after the 3rd Friday you count them.  A good rule to remember is that a student can only be counted once for aid purposes.  If a student “withdraws” from school before the third Friday and enrolls in another school (where the student is counted), and then returns to the original school, that school cannot count the student.  Therefore, if a student withdraws from school prior to the third Friday, and returns later, a check should be made to see if the student was enrolled in another school.  Remember students enrolled prior to, but not on or after the count date, are not counted.  After all are accounted for, those that were included in the count are converted to FTE.’s.  All kindergarteners through 8th grade that attend school all day are counted as one F.T.E..  Four-year old kindergarteners are counted as .5 or .6 FTE. along with .5 or .6 for five year old kindergarten students attending in the A.M. or PM.  (See Appendix 7).  For example:






        Students            F.T.E.







K-4 Yr. Old Students (.6)


30

18

K-5 Yr. Old Students (.6)


20

12

K-5 Yr. Old Students-Full Time (1)
20

20

1st Grade




20

20

2nd Grade




20

20

3rd Grade



            25                    25

                                                 Total          135                  115 Total FTE.

(See Appendix 8)

The number 115 is multiplied by $7,050.00 to give the DPI an approximation of what the aid will be at the end of the year.

            The above process is repeated in January.  The September and January FTE counts are averaged and multiplied by $7,050.00 arrive at the total state aid for that year.

The payments to the charter schools are made in four installments.  September, December, February and June.  Any errors made in the FTE count are adjusted for in the June payment.  For charter schools, no State Aid is withheld past June contrary to other public schools.  In June the school receives the total remainder of aid due them.  It is obvious that the more FTE students, the more money.  Everything should be done to encourage student attendance on the count days.  Keep in mind a student enrolled and present prior to and after or on the Friday count days is worth approximately $3,500.  If the student enrolls, but doesn’t start school until Monday, the day after the count day, the school loses $3,500 in aid.  Therefore, if the average FTE’s of both dates is 80, the state aid is 80 x 7,050.00 or $564,000.00( Appendix 10 - the $7,188.00 has been corrected by the D.P.I. to the correct figure of $7,050.00 )

Special Education IDEA Flow Through Grants and State Reimbursement Aid

An article written by Mr. Paul Haubrich entitled “A Special Education Primer For Charter Starters in Wisconsin” is required reading before looking at the revenue sources to help offset the additional cost of special education.  The article deals with the source of IDEA (Individuals with Disabilities Education Act), Wisconsin Law, Local Education Agency (LEA), Financing, the identification and programming of students and parental rights.  What is left?  Keep in mind that approximately 10% of your student body will be identified as having special needs.  Most special education students cost more to educate and therefore additional funds, though not enough, are required.  Federal IDEA Flow Through Monies are one such source.  Federal monies are given to Wisconsin to be distributed on a count of special education students taken in December.  These “funds may be used for staffing, education materials, equipment and other costs to provide special education and related services, as well as supplementary aids and services to children with disabilities”.  (See Appendix 11)  The application for these funds are part of the schools Special Education Plan.  The positive side is the monies are received during a new charter school’s first year.  The down side is that normally it does not cover the additional expenses and varies in amount depending on the monies available and the number of special education students eligible.   A school of approximately 80 students should have approximately eight special education students.  This should generate approximately $9,000 to $10,000 in IDEA funds.  (See Appendix 12).  The IDEA Flow Through Fund allows LEA’s to supplant.  Supplanting in the past has been a difficult concept to understand.  Lets clear this up once and for all.  Supplanting means you cannot use grant monies to pay for someone or something that has been in the past paid out of operational budgeted monies.  If you paid for a special education aide out of your regular (operational) budget and now want to pay that salary from IDEA Funds, that is not allowed (supplanting).  The exception is the dollars can be used to pay for something that was previously in the operational budget.  Now in IDEA the school is allowed  20% of the increase in Flow Through monies to be treated as local funds.  This is called the 20% local supplant (See Appendix 13).  

State Reimbursement Aid is exactly what it implies.  The State of Wisconsin will reimburse LEA for some very specific costs incurred the year before.  This 29-30% reimbursement is for costs related to salary and fringe benefits for Special Education Teacher/Aides, Physcologists, Social Workers, Physical-Occupational-Speech Therapists and Special Education transportation.  The two down sides to these funds are 1).  The funds are received in the second year (New charters receive no money the first year, but have the expenses).  2) The information sent to the State needs to use the Wisconsin Uniform Financial Accounting Requirements accounting system.  This document will deal with the WUFAR system of accounting later on.  Special Education claim directions for valid reporting and license codes for Special Education Staff, Pupil Transportation, Private Contracts and Special Education Eligibility and Questions and Answers can be found on the DPI website:  www.dpi.state.wi.us/dpi/dfm/sfms/sc(report.html.

 For other questions, Beverly Kraus 1-608-266-1089 at the DPI should be contacted or use the website: www.dpi.state.si.us/dpi/dfm/sfms/xls/charter(claim.xls.  Funding received the second year will depend on the expenses incurred the first year in the above areas.  (See Appendix 14)

Food Service

Serving lunch and/or breakfast has almost become a necessity for charter schools in the Milwaukee area.  Students, especially elementary, need a good breakfast and/or lunch to remain attentive during the school day.  Serving lunch and/or breakfast to students is an expense.  Unfortunately, most food service programs are not self-supporting in that paid meals and aid for free and reduced meals do not cover all the expenses.  Most LEA’s subsidize their programs with dollars from their operating fund.  Public schools normally account for their Food Service in Fund 50.  School reimbursements are derived from the National School Lunch Program and practices, rules and applications are strictly adhered to.  First a charter school must determine how many of its students qualify for free or reduced or pay meals.  This is accomplished by sending a form to every parent.  The form is lengthy and depending upon the parent’s income and family size will determine whether the child/children receive free or reduced or pay for this meals.  Plans need to be in place to help parents fill out the form and/or insure the form is returned to the school.  (See Appendix 15).  The number of free and reduced lunches will be used not only in Food Service, but can also be a factor in the application for Federal Title Grants Money.

Once the forms are returned, they should be filed, updated and be available for audit.  Now that the school has determined the number of free, number of reduced, and the number of pay lunches, they cannot allow those students to be identified or singled out.  All the lunch tickets have to look the same.  Different color tickets cannot be used.  Some schools use a numbering system.   i.e. Tickets Numbered 1000-2000 free, 3000-4000 reduced, and 5000-6000 paid, etc.  Once lunches are provided, claims for reimbursement can be made monthly.  (See Appendix 16).

Here is a shorter version with some assumptions on how reimbursement is claimed.  

     Assumptions (1) 80 students are enrolled.  (2) 10% on average are absent everyday.  (3) 80% 

     Of the students qualify for free lunches.  (4) 10% qualify for reduced lunches.  (5) 10% 

     Must pay.  (6) all students eat the lunches.

Here is how the claim works.  Eight students are absent, 72 students eat lunch, 58 are free, 7 are reduced and 7 pay.  This is the first year of operation and therefore, the 60% of more does not apply. (See Appendix 17)  The “60% or More” says that if 60% or more of the school’s student body lunches were free or reduced in the past year, 2 cents more per lunch can be added for reimbursement.  Therefore, the school has 58 lunches at $2.19, 7 lunches at $1.79 and 7 lunches at $.21 or 58 x $2.19=$127.02 + 7 x $1.79 = $12.53  + 7 x $.21 = $1.47.

$127.02 + $12.53 + $1.47 = $141.02 reimbursement for that day’s lunch.  If we assume this to be a typical day, then $141.02 x 180 days is the years reimbursement amount ($25,282.60) or approximately $25,000.  Keep in mind this is lunch only and the process would have to be repeated for breakfast and its reimbursement rates.  (See Appendix #17).  Making the same assumptions as above, the breakfast reimbursement would be:

58 x $1.20 + 7 x $.90 + 7 x $.22.   $69.60 + $6.30 + $1.54 = 77.44 per day.

$77.44 x 180 = $13,939.20 per year.

Therefore, one could budget approximately $35,000-$40,000 for these two meals for reimbursement.  Keep in mind that the seven students who pay part of the lunch costs and the seven who pay the entire cost, generate revenue.  7 x $.40 = $2.80 x 180 = $504

                                                                               7 x $2.00 = $14 x 180 = $2520

 Form can be located at:

www.dpi.state.wi.us/dpi/dfm/fns/doc/fr(short.doc.

Claim worksheet instructions at www.dpi.state.si.65/dpi/dfm/fns/doc/sch(claim(instr(1002.doc.

Financial Accounting and Claiming at www.dpi.state.wi.us/dpi/dfm/fns/fincoul.html.

Other questions can be directed to Rich Mortensen 1-608-267-9121.

Accounting System

The accounting system used by the State of Wisconsin (DPI) is the Wisconsin Uniform Financial Accounting Requirements or WUFAR.  This is a fund accounting system which simply means that some areas are separated and given their own budget, expense and revenue accounts.  For example, the general fund or operational fund, where the vast majority of the activity is, is called Fund 10.  Special education has its own fund – Fund 27.  Food Services fund is called Fund 50, debt service (long term) – Fund 40, etc.  Therefore, the first two digits denote the fund and tell you where the activity is taking place.  If you see 50, you know it is a food service activity.  Fund 27 a special education activity.  (See Appendix 18).  

Lets look at a WUFAR expense code and what it stands for.

Fund
Location

Object

Function
Program


                   (Where)                (What)              (Who)            (Further detail for a

                                                                                                  specific program)

The two-digit fund tells you what general area or grouping the activity is taking place in.  The location is either a school or division of the district administration, i.e. superintendent, business manager, curriculum administrator, elementary, middle or high school.  The object is the “what” is being purchased.  Supplies, texts, videos, equipment, etc.  The function is “who” is doing the purchasing.  Math, science, principal custodian, etc.  The program is designed for an area or program that you want to track and therefore you give that program its own three-digit code.  Program codes are used infrequently.  With a chart of accounts or familiarity with the system, the following code would have meaning.  (See Appendix 19)

10 801 411 251000 000

10 = Fund 10 (General Fund)

801 = District Administration expense

411 = Supply

251000 = The Business Manager made the purchase

000 = No program code

27 231 551 124000 000

27 = Fund 27 Special Education

231 = Middle School (would be a specific school)

551 = New Equipment

124000 = Mathematics Department

Result = a special education piece of equipment was purchased by the Math Department at the Middle School.

The revenue code is exactly the same with the exception that the object (what?)is now referred to as “Source” (Where dollars came from?).  Charter schools need not use the WUFAR accounting system except when it comes to special education funding.  The DPI will require charter schools to submit their claims using the WUFAR accounts.  It would be prudent for the charter school’s financial person to know the codes for special education, especially those for salaries, fringes, and transportation.

Grants


Title I – Improving the Academic Achievement of the Disadvantaged.


Title II A – Teacher and Principal Training


Title II D – Education Technology


Title IVA – Safe Drug Free Schools


Title V A – Innovative Programs

The Title Grants, especially Title I, are a very significant revenue source for charter schools.  Title I will, by its self, be in the top three for generating revenue.  State aid to charter schools will be first and Title I and special education jockeying for 2nd and 3rd.

An exception will be the beginning charter school with the large implementation grant.

It is important to know that Title I is a Federal grant based on the premise that students that are financially disadvantaged are also educationally disadvantaged.  The grant monies are designed to improve the educationally disadvantaged problem.  (See Appendix 20).  The Federal Government distributes the money to the states to be reallocated to the LEA.  Title I-A deals with the distribution of approximately $150,000,000 state wide, there are other subsections of Title I that deal with more specific and/or unique conditions that are either competitively distributed or allocated significantly less dollars.  (See Appendix 21).

How does a charter school apply for Title funding?  There is a Consolidated Application that this year (2003/2004) can be filed electronically.  The Consolidated Application deals with Titles I A, II A, II D, III A, IV A, and V A.  For definitions of these programs, general timeline electronic application, along with forms and application information see Appendix 22.

How the “No Child Left Behind” (NCLB) Act recently passed by the Federal Government, of which the Title Grants are an integral part will function, is still not clear.  One thing for sure is the fiscal implications for LEA could be alarming where grant monies do not cover required services.  The DPI website is trying to shed light on key provisions of the NCLB Act (Also called ESEA – Elementary and Secondary Education Act) by updating educators with bulletins, etc. – (See Appendix 23).  A calendar for NCLB Compliance including dates of applications, workshops and personnel responsible is available (See Appendix 24).  The best overview of NCLB Act (ESEA) is a presentation prepared by the DPI called ESEA Overview – 2003-04.  The overview provides critical dates, program plan, goals, things to consider when preparing your plan, resources on the internet, and strategies to address the federal goals.  Equally important are the names of people who prepared the presentation and their E-mail addresses.  (See Addendum 25).

Now there is a lot to peruse about NCLB (ESEA) – Federal Grants, but how does a charter school determine the amount of monies they might expect if they file the Consolidated Application.  First of all Title I deals with enrollment (Noses) not full-time equivalency.  Therefore, the school counts all students.  Next, according to Mr. Robert Sainsbury of the DPI, they check the U.S. Department of Census for the percent of poverty in Milwaukee (34%) and approximately $1500 per eligible student is available.  Consequently the formula becomes: (Total number of students) (.34) $1500) for Title I A allotment.

For example (100 students) (.34) ($1500) = $51,000.  The rest of the Title grants represent much smaller amounts and although they are distributed by different criteria range from 16-17% to 2.5% of the Title I A amount.  (See Addendum G).

In conclusion, the importance of communication must be stressed.  Peruse the DPI website, try to keep current with our changing landscape, get names and numbers and talk with not only DPI consultants, but peers in other charter schools, Cynthia Zautke, Charter School Specialist of the Marquette Institute for the Transformation of Learning and your State organization to name some.  Public Education, unlike the private sector, has its strength in the sharing of ideas, practices and information.

A charter school must feel like all their time is spent reading, filling out applications, searching for revenue sources.  The truth of the matter is they are, but without those dollars how do we enlighten those young minds.  How much is that expression on a child’s face worth when the light goes on and they understand the concept ----- Priceless.
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