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Date: August 26, 2017 

Prepared By: Force 

Purpose: Review the use of the 2-percent SEG withholding for 

charter school support. 

Witness: Sunalei Stewart, Chief of Staff, Office of the State 

Auditor 

Expected Outcome: Understanding of the background of the 

discussion surrounding charter school authorizers’ use of the 2-

percent set-aside for charter school support.  

 

 

State Auditor Review of Charter School Authorizers’ Use of 

the Charter School 2-Percent SEG Set-Aside 
 

 
Background 
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A portion of the $370 thousand not 

directly spent on charter school 

support in FY13 was spent on a 

statewide information technology 

disaster recovery plan.  It is unclear 

how the rest of those withholdings 

were spent.  While the funds were 

spent on a project that arguably 

benefits all schools in the state, it 

cannot be said that they specifically 

and directly support charter schools. 

 

In FY17, PED submitted a budget 

adjustment request, asking that $63 

thousand of the charter 2 percent be 

transferred from the “other services” 

category to the “contractual 

services” category to support PED’s 

charter summer conference held in 

June 2017. While this transfer can 

be more directly linked to charter 

school support than the FY13 

disaster recovery plan, it cannot be 

directly linked to any charter schools 

in particular. 
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History 

 

 
Conclusion 

 

 

In 2010, PEC denied the request of three 

locally chartered charter schools to 

become state-chartered charter schools, 

based on the recommendations of CSD, 

which noted failure to meet educational 

standards as one reason for denial. All 

three schools appealed to the Secretary, 

who reversed the PEC decisions. After 

reviewing evidence and hearing the 

arguments on both sides, the Secretary 

found PEC’s decision was “arbitrary or 

capricious, not supported by substantial 

evidence, and made contrary to law…” 

The Secretary reversed the decision of 

the PEC, contrary to the 

recommendations of her own staff.  

Problematic in the Secretary’s decision is 

the appearance of conflict – the PEC 

does not have its own staff and must rely 

on CSD staff, who advise PEC whether to 

accept or reject a charter school based 

on their interpretation of statutory 

provisions and examination of relevant 

data.  The CSD’s position as staff to both 

PEC and the Secretary implies a conflict 

of interest. 


