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This bill provides that local boards of education may authorize staff members, parents, and
public institutions of higher education to establish public charter schools. Private, parochial,
and home schools are not eligible to become a public charter school. Public charter schools
would receive funds from the county board in the amount of the per pupil basic current
expense figure. In addition, the county board and the public charter school can negotiate for
additional funding. Public charter schools cannot discriminate in their enrollment policies or
charge tuition to students.
The State Board of Education is required to submit an evaluation report of the Public Charter
School Program to the General Assembly by October 1, 2003. This bill takes effect July 1,
1999.

Fiscal Summary
State Effect: Minimal impact on State expenditures. Revenues would not be affected.
Local Effect: Indeterminate impact on local school finances.
Small Business Effect: None.

Fiscal Analysis
Bill Summary: Local boards of education are granted chartering authority for the
establishment of public charter schools. Public charter schools can be located in a part of an
existing public school building, public buildings, and any other suitable location. An existing
public school is eligible to become a public charter school if at least two-thirds of the staff
and two-thirds of the parents of children attending the school sign a petition and vote in

support of the school becoming a public charter school. In addition, a county board must
approve whether a public school can become a charter school. Public charter schools are
valid for a 4-year period and may be renewed by the local board for subsequent periods of 5
years.
A public charter school must be open to all students in the county on a space-available basis
and may not discriminate in its admission policies or practices. Enrollment preference may
be granted to siblings of a student who attends the charter school, a student within the school
attendance area if an existing public school converts to a charter school, and the child of a
parent or guardian who establishes a charter school. The State Board of Education or the
local board of education may exempt a public charter school from certain education
regulations or requirements, except those pertaining to civil rights, student health, and student
safety.
Public charter schools may not charge students tuition and cannot construct school facilities
with public funds. Public charter schools and the students’ parents are responsible for
providing transportation services. In addition, the bill establishes certain personnel
requirements for public charter schools.
Background: Charter school legislation has been enacted in 32 states and the District of
Columbia. Across the country charter school laws vary considerably, with some states like
Arizona granting maximum autonomy to charter schools while other states such as Georgia
providing schools with limited authority. For example, in Arizona, charter schools are
legally independent entities with complete waivers from district and state regulations. In
Georgia, however, charter schools are considered part of the school district and are granted
less freedom over budgets and personnel. While different in many ways, certain
characteristics are common for all charter schools. Charter schools cannot charge tuition,
must be nonsectarian, are subject to federal and state laws prohibiting discrimination, and
must comply with all health and safety laws. In addition, most charter schools can negotiate
and contract for facilities and services, acquire real property, receive and disburse funds,
incur temporary debt, and operate as a business or corporation.
Legislation enacted in 1998 established a task force to recommend legislation that would
allow Maryland public charter schools to qualify and compete for start-up funds under the
Federal Charter School Grant Program. This grant program is open to states that have
enacted a state law authorizing the granting of charters to schools. As Maryland currently
has no authorizing legislation, the task force identified the provisions that should be
contained in such a law. The provisions that the task force approved are incorporated into
this legislation.
State Effect: State funding for public schools could increase to the extent that establishing
public charter schools encourages private school students to return to the public school
system. Nationally, charter schools enroll only about 0.5% of public school students.
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Assuming public charter schools in Maryland experience similar trends, approximately 4,000
students could be enrolled in public charter schools. If a portion of these students come from
private schools, State education funding will increase. Currently 17% of students in
Maryland attend private schools. State school construction costs would not be affected
because the bill prohibits public charter schools from using State funds to construct school
facilities.
Local Effect: A county board must provide the public charter school with funds in the
amount of the per pupil basic current expense figure. In addition, the county board and the
public charter school can negotiate for additional funding. In fiscal 2000, the per pupil basic
current expense figure totaled $3,901. Under this bill, each public charter school would be
guaranteed this amount (the actual dollar amount increases each year). This amount is
approximately $3,300 less than the estimated average per pupil operating expenditures for
public schools. Since public charter schools cannot charge tuition and the State has not
provided charter schools with start-up or facility expenses, it is assumed that additional
funding would be required to adequately finance public charter schools.
Even with the availability of State and local funds, public charter schools may still incur
financial difficulties. Based on a study by the National Conference of State Legislatures,
locating and paying for adequate school facilities pose significant barriers to charter schools.
According to this report, new charter schools rarely have a financial track record or assets
that enable them to secure loans to lease or buy buildings. In addition, many charter schools
do not have access to local district funds available for capital improvements (buildings and
major improvements), nor do they have the ability to issue bonds. Accordingly, most charter
schools must use a portion of their operating funds to purchase and maintain school facilities.
Like similar legislation in other states, House Bill 116 prohibits public charter schools from
using public funds to construct a school facility and does not provide any funding for facility
acquisition or school start-up costs that could assist public charter schools to become
operational. While House Bill 116 enables a public charter school to utilize an existing
school building, due to current overcrowded conditions at many public schools this may not
be feasible. For example, public schools are currently using over 1,700 relocatable
classrooms to ease existing overcrowded conditions. In addition, House Bill 116 requires
public charter schools to conform to the regulations governing traditional public school
facilities, unless a waiver is granted. This could eliminate potential facility sites for public
charter schools, thus increasing costs. In many states, charter schools are located in
commercial office and retail space and other facilities that may not conform to public school
standards.
Another major fiscal issue involves start-up costs. According to a report by the Education
Commission of the States, most charter schools have initial cash-flow problems because they
do not receive any state or local money until the school year begins. Charter schools often
have to take out loans for operating and start-up expenses. Further, it can be difficult for a
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charter school to access or receive federal categorical funds during its first year, because
funding for some federal programs is based on prior year enrollment. To alleviate this
problem, some states such as Massachusetts, have made an exception for charter schools by
allowing them to qualify for federal categorical funds based on actual enrollment of eligible
children during the first year.
Finally, teachers and other professional staff at a public charter school must hold the
appropriate State certification. Certificated and noncertificated employees of a public charter
school would remain employees of the county board. Requiring public charter schools to hire
only certificated teachers could prevent the charter school from realizing lower instructional
costs which is needed in order to cover start-up expenses, facilities costs, new academic
programs, and administrative costs.
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