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May 16, 2016 

Honorable Board Members 

Los Angeles Unified School District Board of Education  

333 S. Beaudry Ave., Floor 24  

Los Angeles, CA 90017 

Honorable Board Members, 

Last week, United Teachers Los Angeles (UTLA) released a report, which it paid for, that attempts 

to examine the fiscal impact of charter schools on L.A. Unified’s finances. While we welcome a 

healthy and candid discussion on this issue, we are also compelled to ensure that such a discussion 

is based on facts, data and an accurate representation of the district’s own policies and practices. 

To that end, we have examined the findings presented in UTLA’s report. Our response is contained 

in the following document.  

Overall, we share the initial assessments of numerous district staffers as well as Associated 

Administrators Los Angeles (AALA) leadership that this report is riddled with inaccuracies. It 

draws sweeping and often irresponsible conclusions based on limited information and obsolete 

data. It paints a distorted picture of charter schools’ role in L.A. Unified’s financial portfolio, while 

entirely ignoring the larger issues impacting the district’s financial health, including those issues 

documented by the district’s own financial leadership and independent advisory panel. The report 

also fails to consider that financial decisions must be made with the goal of providing a high quality 

public education to every student in Los Angeles and that, seen through this framework, charters 

are essential to the district’s success.  

Given the district’s understandable and urgent need to address its financial obstacles, which 

include declining enrollment, we wish to take this opportunity to highlight just one excerpt from 

the independent panel’s analysis and recommendations provided to the district in November, 2015: 

"Even if LAUSD had no more new charter schools, its enrollment would continue to decline due 

to demographic factors, factors that are not within its control, and that are unlikely to reverse in 

the coming years. All District departments must properly plan for the continued and possibly 

accelerated decline of student enrollment, and the Board must act accordingly.”   

Our response is organized by topic: Facilities, Special Education, Oversight Costs, and Fixed 

Costs. In each section, we provide a factual response to an inaccurate UTLA/MGT finding; we 

then support that response with data and analysis. There is a bolded summary of our analysis at 

the end of each section. We would welcome any invitation to further discuss any of the following 

items with you. 

 

 



FACILITIES 

FACT: A District May Not Charge Both a Pro Rata Share and 3% Oversight Fee Per Law 

 

The report offers in ‘Finding 5’ that, “The law allows the district to collect a 3% oversight fee for 

charter schools located in district facilities that are not paying rent... The estimated oversight 

revenue lost is $2,062,517.” (Page 2, 22) 

These findings and assertions are expressly wrong under the law. Proposition 39 allows a school 

district to charge the “pro rata share” as defined, but the statute expressly states that “the charter 

school shall not be otherwise charged for use of the facilities.”  (Education Code section 

47614(b)(1).)   The Prop. 39 regulations section 11969.7(f) reads: “If a school district charges a 

charter school for facilities costs pursuant to this article, and if the district is the charter school’s 

authorizing entity, the facilities are not substantially rent free within the meaning of Education 

Code section 47613, and the district may only charge for the actual costs of supervisorial oversight 

of the charter school not to exceed one percent of the school’s revenue.”  

The report further states: “Based on information from other California districts, including San 

Diego, LAUSD could be charging the 3% oversight fee for these 56 schools that are currently 

operating or co-located in LAUSD school district facilities.” This statement suggests that San 

Diego Unified and other California school districts charge both a pro rata share and a 3% oversight 

fee for the use of district facilities. San Diego Unified charges charter schools in Prop 39 facilities 

only the 3% oversight fee, and the report cannot cite a single example of a school district that 

currently charges charters both the 3% fee and a pro rata share which would be unlawful. In fact, 

our research indicates that the fees paid by Los Angeles charter schools to LAUSD for the use of 

facilities are already among the highest in the state.  

Summary: The UTLA/MGT ‘Finding 5’ regarding Proposition 39 oversight fees is false. If a 

school district, such as the Los Angeles Unified School District, charges a pro rata share, the 

facilities are not substantially rent free and the school district cannot charge the 3% 

oversight fee.  All LAUSD-authorized charter schools occupying facilities pursuant to 

Proposition 39 pay a pro-rata share and a 1% oversight fee. In nearly every case, this fee 

structure results in revenue for the district above what a flat 3% oversight fee would 

otherwise produce. As a matter of law, school districts in California are expressly prohibited 

from charging both a pro rata share and a 3% oversight fee.  

FACT: The UTLA Report Cites Outdated Facilities Law, Misrepresents Proposition 39 

 

Equally concerning is the fact that the report is based on several fundamental misstatements of the 

Proposition 39 obligation enacted by California voters.  Under Prop. 39 law, the District must 

“make available, to each charter school operating in the school district, facilities sufficient for the 

charter school to accommodate all of the charter school’s in-district students in conditions 

reasonably equivalent to those in which the students would be accommodated if they were 

attending other public schools of the district.” (Ed. Code, § 47614(b), emphasis added.)   



Despite this, the report erroneously states on Page 20 that the law simply “allows a chartering 

authority (e.g. a school district) to provide school facilities to a charter school.”  The school district 

has an unequivocal mandatory obligation to provide facilities to charter schools that make a legally 

compliant request.  In addition, the school district has this legal obligation to all of the charter 

schools that serve its in-district students—not just those it authorized.   

Another erroneous premise of the report is its assertion that “charter schools can be located in 

public school facilities based on space available.” (Page 20) This statement reflects the outdated 

law that preceded the voter enactment of Prop. 39 in 2000.  As already indicated, current law places 

a mandatory obligation on school districts to “share facilities fairly among all public school pupils, 

including those in charter schools.”  As the courts have emphasized a school district’s actions “in 

responding to a Proposition 39 facilities request must comport with the evident purpose of the Act 

to equalize the treatment of charter and district-run schools with respect to the allocation of space 

between them.”  (Ridgecrest Charter School v. Sierra Sands Unified School Dist. (2005) 130 

Cal.App.4th 986, 1002 (Ridgecrest), emphasis added.)  A school district fails to meet its legal 

obligations if it just looks to “available” (i.e., leftover) space, as suggested in the report.   

Summary: The UTLA/MGT report assertions regarding facilities are based on several 

fundamental misstatements of the Proposition 39 obligation enacted by California voters. 

SPECIAL EDUCATION 

FACT: Charter Contributions Cover Applicable Special Education Division Costs 

 

In their report, UTLA/MGT find that “There are direct costs to the district for oversight that are 

beyond those allocated to the CSD and not currently funded by oversight revenues. The additional 

oversight activities occur in the Special Education Division (SPED)... Estimated costs: SPED 

$846,031.” (Page 17) 

The graph supporting this “finding” on Page 15/16 is both inaccurate and misleading.  The report’s 

author does not fully understand the fiscal and programmatic responsibilities of both the District 

and the charter schools.  The UTLA/MGT report, by not fully explaining the costs, benefits, and 

structure for each of the three special education MOU options available to charter schools within 

the LAUSD SELPA, distorts facts, inaccurately describes costs and incorrectly attributes expenses 

to LAUSD Special Ed Division.  

In 2011, the LAUSD school board created 3 options that offer varying levels of autonomy for 

special education in charter schools.1  Schools in Option 3 receive 80% of their State and Federal 

funds, contribute 10% back to the District to support SELPA-wide district costs, and allocate 10% 

towards building the infrastructure of Option 3, including using those funds to pay for LAUSD 

District staff to support the schools in Option 3.   

                                                
1 For an overview of the three options, see: http://www.ccsa.org/2012/05/charter-school-guide-to-the-lausd-selpa-

reorganization.html  

http://www.ccsa.org/2012/05/charter-school-guide-to-the-lausd-selpa-reorganization.html
http://www.ccsa.org/2012/05/charter-school-guide-to-the-lausd-selpa-reorganization.html


Summary: ‘Finding 3’ on Page 2 and 17 of the report is false. The UTLA/MGT report 

incorrectly attributes costs to LAUSD special education that are actually paid for by the 

charter school special education allocation, which negates the report’s alleged “encroaching” 

oversight costs related to special education.  

FACT: Students with Disabilities Benefit from Current LAUSD SELPA Structure 

 

The UTLA/MGT report alleges that “If all charter schools had to be ‘schools of the district’ for 

the purposes of special education funding, there would be significantly reduced financial impact 

on the local school districts.” (Page 9)  

This statement fails to consider the full financial, programmatic and instructional implications of 

this argument. In the traditional “school of the district” arrangement, charter schools depend 

completely on their authorizers for the special education portion of their program. Thus, the 

district/authorizer is fully responsible for providing special education personnel, determining 

student placements, and offering a full continuum of program options to students that attend charter 

schools. This was the arrangement prior to the creation of the 3 options that make up the Charter 

Operated Program, and this former arrangement was deemed unsuccessful by LAUSD for a 

number of reasons, including, but not limited to:  

 It is costly and not feasible for the district to create a full continuum of services on each 

school site, so it relies on district infrastructure to provide more specialized and costly 

services. Thus, rather than offering families adequate special education options in 

charter schools, the District opted to serve charter school students in existing district 

programs. This resulted in charter school students with disabilities, particularly 

students with higher needs, going back to district-operated schools that they and their 

families had purposefully opted out of.  

 The previous school of the district model in LAUSD denied the families of students 

with disabilities the same education options that are available to their peers, and created 

a higher concentration of students with high needs in district-operated schools – an 

issue for which UTLA often blames charters, and that is raised elsewhere in the report.  

 Charter schools are autonomous in all areas, except for special education.  The options 

available in LAUSD offer charter schools the ability to build their own special 

education infrastructure to serve their individual student’ needs. Since the creation of 

the 3 options, the proportion of students with disabilities served in charter schools as 

well as the range of disabilities represented has increased steadily and dramatically 

every year. 

Summary: The UTLA/MGT report recommendation that LAUSD return to a ‘school of the 

district model’ for Special Education described on Pages 26-28 would exacerbate many of 

the issues the report claims to solve for, and would limit public school options for students 

with disabilities. Our extensive statewide and LAUSD research shows that LAUSD’s 



previous ‘school of the district’ arrangement was likely the cause for charters serving fewer 

students with disabilities and not the solution for it.2  

FACT: The UTLA Report Does Not Accurately Represent Charter and District Special 

Education Populations 

 

The UTLA/MGT report finds that, “The state funding formula (AB 602) that provides equal 

financial support regardless of disability has the effect of penalizing LAUSD due to its higher 

percentages of identified students who have higher needs than students in the charter schools… 

LAUSD has a significantly higher proportion of high-need and high-cost special education 

students, compared to the charter schools in the district.” 

The report uses a number of outdated and erroneous statistics that paint a misleading picture of 

both the proportion of students with disabilities in charters schools and the fiscal impact on the 

District.  

 The report states on Page 24 that independent charter schools served 8% students with 

disabilities in December of 2013. In fact, according to the analysis by the Office of the 

Independent Monitor, in 2013-14 independent charter schools served 9.8% of students with 

disabilities and in 2014-15 that proportion increased to 10.25%.3  

 Additionally, the report’s statistics on Page 24 compare the District’s expanded age 0-22 

population, which includes pre-school programming and adult education, to the charter 

schools’ more limited grade TK-12 population of students with disabilities.  The report 

makes a similar, inaccurate, comparison when reporting on students with moderate to 

severe disabilities. This is a clear reason to not use percentages when comparing 

populations. 

 Even if the UTLA report offered current statistics, using percentages to compare special 

education enrollment between LAUSD and charters does not provide an accurate 

representation of the issue as it presupposes that the District appropriately identifies 

students with disabilities. According to a recent analysis, LAUSD students were labeled as 

needing special education at a 12.7% higher rate than the statewide average, 13.3% more 

frequently than Los Angeles County’s average, and at least 11% higher than each of the 

four other school districts that also made the list of California’s five largest school 

districts.4  

Summary: The UTLA/MGT report’s special education findings on Pages 23-26 comparing 

charter and district special education student populations are not only based on inaccurate 

and misleading data, but also demonstrate an overly simplistic approach which presupposes 

that the district appropriately identifies students with disabilities, and compares unlike 

student populations.  

                                                
2 http://www.ccsa.org/2015/04/special-education-in-california-charter-schools-all-students-welcome.html  
3 Office of the Independent Monitor Report, 2015: http://www.oimla.com/pdf/20151110/report.pdf  
4 http://www.dailynews.com/social-affairs/20150620/nearly-14-of-lausd-students-in-special-education-programs  

http://www.ccsa.org/2015/04/special-education-in-california-charter-schools-all-students-welcome.html
http://www.oimla.com/pdf/20151110/report.pdf
http://www.dailynews.com/social-affairs/20150620/nearly-14-of-lausd-students-in-special-education-programs


FACT: Contrary to the UTLA Report, Most Charters Choose to Stay with the LAUSD SELPA  

 

The UTLA/MGT report states on Page 3 in the section of initial findings that, “The state regulation 

allowing independent charters to join SELPAs other than LAUSD takes additional funding away 

from LAUSD that could otherwise be used to provide district program support. The estimated cost 

is $10,356,338.” This figure is also included on UTLA’s website and flyers promoting the report, 

and was part of the presentation UTLA made to the Board on Tuesday, May 10.  

It is unclear in the report how the author calculated this number, as the figure is not clearly 

supported within the body of the report. What is most important to note is that charters have the 

option to stay as a school of the district in LAUSD or leave and become an LEA for special 

education purposes in another SELPA.  The options available to charter schools in LAUSD 

referenced on Pages 26-27 of the report have resulted in charter schools choosing to remain in the 

LAUSD SELPA, as well as have charters that left to join out of geographic SELPAs return at a 

faster rate to the LAUSD SELPA than they had originally agreed to.  As a result, and as mentioned 

by AALA in their critique of this report, the vast majority of LAUSD-authorized charters will be 

participating in the district-run SELPA.  

It is also important to note that in California both general and special education funding is designed 

to ensure that students are provided with funding for their educational program regardless of which 

school they attend.  

Charter schools are public schools and are required to serve all students who enroll. Over the last 

five years, the LAUSD charter school proportion of students with disabilities has increased steadily 

and dramatically, due to the very arrangement the author criticizes, which allows charters to 

provide their own special education services and programs. Overall charter enrollment in the last 

5 years increased by about 31,324 students or 45% while, in the same time, the special education 

enrollment increased by 4,625 or 81%. 3 With this increased capacity and infrastructure, charter 

schools are creating innovative programs and services that meet the needs of students that enroll. 

More and more families of students with both high-incidence and low-incidence disabilities are 

choosing charter schools because of their emphasis on inclusive education or because the 

educational programs align with the goals and needs of the family. 

Summary: The UTLA/MGT report finding on Page 3 alleging that the district loses 

$10,356,338 due to “the state regulation allowing independent charters to join SELPAs other 

than LAUSD” is not clearly supported in the body of the report, and may have been 

misattributed altogether, as that figure is not mentioned again in the corresponding ‘Finding 

9’ on Page 30. More concerning is the author’s lack of understanding and criticism of 

LAUSD’s SELPA structure, which has in fact incentivized charters to choose to stay within 

the district SELPA while improving the range, quality, and scope of services and options for 

students with disabilities.  

 

 



OVERSIGHT COSTS 

FACT: LAUSD Charter Oversight Fees Cover Charter School Division Costs 

 

The UTLA/MGT report finds that, “The annual oversight revenue collected from charter schools 

does not cover the annual budget of the Charter Schools Division (CSD).” (Page 2) The report 

states on Page 14 that for the 2015-16 school year, the CSD’s expenditure budget is $11,704,423, 

and its revenue from the 1% oversight fee is approximately $8.8M, justifying the finding on Page 

2.  

However, as noted in the Associated Administrators Los Angeles (AALA) response to the 

UTLA/MGT report, and per a CSD presentation5 to the Budget, Audit, and Finance Committee in 

January 2016, the CSD’s expenditures for the 2015-16 are approximately $0.5M less than its 

revenue from the 1% oversight fee from its charters, even when including nearly $1.5M in specific 

funding provided for charter school oversight that is funneled to the district’s Office of General 

Counsel, Data and Accountability, Revenue Accounting Branch, and Attendance and Enrollment. 

Summary: According to publicly available information, the CSD has shown its expenses to 

be $500,000 less than the oversight revenue it takes in. Consequently, the UTLA/MGT 

report’s claim regarding the CSD budget from oversight fees is false. 

FACT: The UTLA Report Inaccurately Assesses Charter-Related OIG Costs 

 

The UTLA/MGT report ‘Finding 3’ on Page 2 and Page 17 states that “there are direct costs to the 

district for oversight that are beyond those allocated to the CSD and not currently funded by the 

oversight revenues” which cost the district approximately $1.4M annually, including $570,228 

dollars from the Office of the Inspector general. 

CCSA has raised explicit concerns regarding the cost of the OIG’s charter school workplan, stating 

in the June 9, 2015 letter, “We would like to draw the Board’s attention to the costly and time-

consuming nature of OIG audits.  The extensive amount of staff time and resources invested into 

these audits divert valuable District and charter school resources away from the primary objective 

of educating students.  We believe that it would serve the District, the charter school community, 

and the students of Los Angeles to reconsider the necessity and scope of these audits.”     

In addition to concerns regarding the OIG’s current practices and costs to the public, for the 

purpose of analyzing the UTLA/MGT report, we must also raise concerns regarding the accuracy 

of their OIG-related findings.  

The UTLA/MGT finding about the charter costs of the Office of the Inspector General is based on 

a November 17 report6 to the district’s Budget, Audit, and Facilities Committee. The UTLA/MGT 

report author references the Office of Inspector General’s request on November 17 for $570,228 

to hire additional staff, including two Investigative Assistants, two Forensic Accountants, and one 

                                                
5 https://boe.lausd.net/sites/default/files/01-19-16BFACharterDivision.pdf 
6 https://boe.lausd.net/sites/default/files/11-17-15BFAOIG%20PresentationRev2.pdf 



Administrative aide. The report then attributes these staffing costs entirely to charter school 

oversight, despite the author’s own statement that, “Charter school reviews are estimated by staff 

in the OIG to represent 20% of the workload of the OIG review team.”  

Additionally, the author does not acknowledge that per the same report on November 17, the Office 

of Inspector General already negotiates with the Charter Schools Division to cover charter-related 

costs, and currently receives $212,504 in funding from the Charter Schools Division (presumably 

covered by 1% oversight fees, since the CSD, as previously stated, appears to operate under 

budget).  

Summary: CCSA has grave concerns regarding the district’s use of the Office of Inspector 

General for charter school oversight and its cost to the public, and encourages the Board to 

request critical detail articulating the necessity, scope and standards of each charter school 

audit proposed by the OIG.  The UTLA/MGT ‘Finding 3’ on Page 2 and 17 alleging that 

“there are direct costs to the district for oversight that are beyond those allocated to the CSD 

and not currently funded by the oversight revenues” including $570,228 from the OIG 

appear to be false. These findings ignore the CSD’s current contributions to the OIG budget, 

and attribute the potential cost of proposed new OIG staff entirely to charter school oversight. 

FACT: The UTLA Report Guesstimates Indirect Administrative Costs and Ignores Indirect 

Benefits 

 

The UTLA/MGT report ‘Finding 4’ claims that “There are significant and quantifiable indirect 

costs to LAUSD for the independent charter schools operating in the district,” and goes on to 

estimate indirect administrative costs of $13,845,203.  

This finding is, at best, a guesstimate. It approximates how hundreds of district employees spend 

their time without data or facts.  

The report also makes no consideration of possible indirect benefits, costs savings, and gains in 

student learning district-wide which likely are influenced, at least in part, by LAUSD’s robust 

portfolio of high-performing independent charter schools. LAUSD’s own high-performing pilot 

schools are established and operated with the purpose of providing administrators and teachers 

“charter-like autonomies.” At a town hall in the Southeast Cities just last Wednesday, May 11, 

Superintendent King publicly stated that in ten years she would like to run a “borderless” school 

district where students can attend any school from a portfolio of choices, including specialize 

magnet programs, dual immersion programs, and charters. The indirect benefits to LAUSD of 

already overseeing, and being familiar with such a “borderless” system of choice through its 

independent charter portfolio, may very well offset any potential indirect costs to the district in 

working with its charter partners.  

Additionally, during the same recent period of charter school growth and expansion the MGT 

report documents, the district has actually improved on key academic performance indicators at 

its own traditional public schools, including proficiency in math and reading and graduation rates. 

Again, the report author makes no effort to reflect on academic performance across the entire 



LAUSD school system, including charters and district schools, and does not consider possible 

indirect district benefits as a result of overseeing a portfolio of high-quality independent charter 

schools. 

Summary: UTLA/MGT report ‘Finding 4’ regarding indirect administrative costs due to 

charter schools is at best a guesstimate. This finding makes no consideration of possible 

indirect benefits to the district that may offset any indirect costs to overseeing a portfolio of 

high-quality independent charter schools.  

FACT: Responsible Fiscal Management Means Reducing Costs as Enrollment Declines  

 

Throughout their materials supporting the UTLA/MGT report, UTLA makes varying claims that 

can be roughly summarized as follows: “LAUSD loses $500 million dollars annually because the 

district still must account for fixed costs associated with the students attending independent charter 

schools.”  

The UTLA/MGT report estimates how much LAUSD spends of its per pupil funding on variable 

costs and fixed costs on page 32 and 33.  These estimates are based on “limited data received from 

the district.” In reviewing the “data,” which is pulled from one brief PowerPoint slide that does 

not mention fixed costs, it is unclear why MGT assumes that the district has not already, and cannot 

in the future, reduce costs beyond 44% per pupil who leaves the district. 

UTLA’s conclusion that the district loses $500 million dollars per year due to charter school 

enrollment appears to be based on an unsupported assumption regarding the district’s inability to 

cut costs per student lost.  

Beyond issues of accuracy with UTLA’s claims regarding fixed costs, what is most notably absent 

from the UTLA/MGT report and UTLA’s corresponding rhetoric is any context or information 

regarding the entire scope of the district’s financial challenges, or consideration of student 

academic outcomes.  

At a meeting of the Budget, Facilities and Audit Committee Meeting, in March, findings from a 

2008 RAND study of the impact of charter schools on the district were addressed; these findings 

concluded that charter growth would not be the district’s greatest financial threat. 

The RAND study stated:  

“We don’t believe future enrollment reductions alone would lead to a tipping point; that is, 

normal reductions in enrollment should be accompanied by comparable reductions in 

expenditures, including nonschool expenditures. However, large drops in enrollment 

coupled with sizable increases in the cost of full retiree benefits (which few employers 

offer) could produce a condition whereby the district loses its ability to compete effectively 

for human resources with other districts (i.e., unable to offer competitive compensation 

and/or work environment). This outcome would greatly hamper the district’s ability to 

provide all its students with a state-of-the-art education.” 



And, as stated earlier in this letter, the district’s Independent Financial Review Panel 

also indicated that enrollment declines were all but inevitable and charters were not the issue: 

“Even if LAUSD had no more new charter schools, its enrollment would continue to 

decline due to demographic factors, factors that are not within its control, and that are 

unlikely to reverse in the coming years. All district departments must properly plan for the 

continued and possibly accelerated decline of student enrollment, and the board must act 

accordingly.” 

Summary: UTLA’s claim that independent charter schools cost the district $508M appears 

to be based upon the assumption that the district carries fixed costs of nearly $5,000 for every 

student projected to attend the Los Angeles Unified School District, which cannot be 

eliminated if a student chooses to attend a charter school or leave the district for any other 

reason. This claim assumes, without supporting data, that the district has not already, and 

cannot in the future, reduce costs beyond 44% per pupil who leaves or does not enroll in the 

district. If the district is unable to meaningfully reduce fixed costs despite its steady, decade-

long decline in enrollment, only a portion of which can be attributed to charter schools, this 

raises legitimate concerns regarding the district’s financial management practices, not 

charter schools or charter authorization.  

The conversation regarding LAUSD’s finances is both important and complex. We implore the 

district to critically consider the many glaring misrepresentations, unsupported conclusions, and 

factual errors in the UTLA/MGT report, and to pursue a thoughtful, well-informed, complete 

approach to the district’s complex financial challenges moving forward. 

Sincerely, 

Sarah Angel 

Managing Director, Regional Advocacy—Los Angeles  

California Charter Schools Association 

cc: Superintendent Michelle King  

Frances Gipson 

David Holmquist  

Sharyn Howell  

Mark Hovatter 

José Cole-Gutiérrez 

 


