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TO: Catherine Payne, Chairperson

FROM: Tom Hutton, Executive Director

AGENDA ITEM:  Action on Facilities Pilot Program and Federal Impact Aid Funds

DESCRIPTION

Recommendation that the Commission indefinitely postpone the Facilities Pilot Program and initially
allocate $100,000 of federal Impact Aid funds previously allocated for charter school facilities
proposals to be available for charter school labor arbitration costs.

AUTHORITY

Pursuant to §302D-28(d), Hawaii Revised Statutes (“HRS”), charter schools shall be eligible for all
federal financial support to the same extent as all other public schools, and federal funds received
by the Department of Education (“DOE”) for charter schools shall be transferred to the Commission
for distribution to the charter schools it has authorized in accordance with the federal requirements.

Act 159 of 2013 amended HRS Chapter 302D by providing that, beginning with fiscal year 2014 -
2015, the Commission may request facilities funding for charter schools as part of its annual budget
request to the director of finance and the Legislature may make an appropriation based on the
request. Act 159 requires the Commission to develop criteria for the distribution of whatever funds
are appropriated and specifies that these criteria “shall include but not be limited to distribution
based on the need and performance of the charter schools.”



Act 134 of 2014, the Executive Branch budget bill, included a supplemental funding request from the
Commission for a $100,000 fund to be available to assist charter schools with the costs of availing
themselves of labor arbitrations.

BACKGROUND

At its July 11, 2013 general business meeting, the Commission voted to distribute the larger part of
this school year’s Federal Impact Aid to charter schools at a per pupil rate of $285 and to earmark
the remaining funds of $1,248,417 to a pilot program to fund school facilities projects on the basis
of need and performance, according to a process and criteria to be developed by Commission staff.

After several months of work on the program, at the Commission’s General Meeting on December
12, 2013, the Commission directed staff to proceed with the facilities pilot program, with reduced
funds from Federal impact aid funds in the amount of $683,876, after distributing an additional
$564,541 targeted to the start-up, brick-and-mortar charter schools.

Last month the Commission received an additional $208,917 in federal Impact Aid funds from the
State Department of Education (“DOE”). These funds were provided as Impact Aid funds in lieu of a
corresponding sum of other funds to which the Commission otherwise would have been entitled but
which have entailed much more administrative burden.

The Commission’s supplemental budget request to fund labor arbitration for charter schools was
based on information from the Department of the Attorney General (“DAG”) that the schools lacked
the funds even to avail themselves of the process, even if in the end they would likely prevail. This
supplemental request was approved for $100,000, and the Legislature directed the Commission to
fund this request from the schools’ per pupil funding. However, the Legislature’s cap on the amount
of per pupil funding available for the Commission’s budget did not account for this supplemental
request, leaving it unfunded. Staff recommends allocating $100,000 of the federal Impact Aid funds
previously earmarked for the Facilities Pilot Program for labor arbitration for use by the schools in
their labor disputes.

DECISION MAKING STATEMENT

Staff recommends: (1) postponing the facilities pilot program until such time as the Commission
determines that it is prudent to further develop and implement the facilities pilot program, and
subject to the future availability of funding; and (2) initially allocating $100,000 of the federal Impact
Aid funds to fund the labor arbitration supplemental budget request for charter schools to use in
their labor disputes starting on July 1, 2014. Based on staff’s discussions with the DAG Employment
and Labor Division, it is recommended that for the coming fiscal year that these funds be made
available to a school based on recommendations from, and in consultation with, that Division.

In light of recent developments, including the situation at Halau Lokahi Charter School, a staff
recommendation as to disposition of remaining Impact Aid funds must await further discussion with
DAG and other state agencies.



V. RECOMMENDATION

Motion to the Commission:
“Moved that the Commission:
(1) Postpone the facilities pilot program until such time that the Commission determines that
it is prudent to further develop and implement the facilities pilot program, and subject to

the future availability of new funding; and

(2) Allocate $100,000 of federal Impact Aid funds to fund the labor arbitration supplemental
budget request, to be made available for charter schools to use in their labor disputes.”



