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On May 6th, 2016, In the Public Interest submitted
a letter asking the California Board of Education to
affirm the decision of two district school boards and
one county board of education to reject a charter
application by the International Language Studies
Academy (ISLA). In the letter, In the Public Interest
drew attention to the various scandals involving
ISLA’s for-profit management company, Academi-
ca, which has been under federal investigation for
alleged violations of conflict-of-interest laws' and
has amassed a charter school real estate empire
in Florida.?

That letter included the results of an analysis of
Academica’s role as a landlord to charter schools
that it managed. During the 2012-2013 school year,
Academica managed at least 92 charter schools in
Florida.® In addition to providing management ser-
vices, the company also leased facilities to 31 of the
schools through affiliated LLCs.* Using data from
audited financial statements, In the Public Interest
calculated the percentage of annual rent paid by
an Academica-managed school as a share of its
total expenses.® An internal comparison revealed
that the average of rent as a share of expenses for
schools leasing from Academica was much higher
than that of those schools Academic managed but
which leased from a non-Academica entity: 17.7%
versus 11.5%.
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Academica’s ownership of real estate used for
the schools that the company has also been hired
to operate has come under scrutiny. An in-depth
Miami Herald investigation called “Cashing in on
Kids” revealed that Academica CEO Fernando Zu-
lueta and his brother, Ignacio, control more than
$115 million in South Florida real estate—all exempt
from property taxes as public schools—which has
allowed the company to serve as both landlords
and renters of Academica-operated schools. The
Miami Herald reported that in 2010, the brothers’
companies collected about $19 million in lease
payments from charter schools—with nine schools
paying rents exceeding 20 percent of their reve-
nue.®

In the Public Interest confirmed that when Academ-
ica rents schools from their related entities taxpay-
ers pay a much higher rent than when they rent
from other non-related entities. With lax oversight,
Academica has been able to avoid accountability
of their financial practices.

DADE COUNTY CHARTER SCHOOLS

One illustrative example is Academica’s real estate
practices in Dade County, the company’s largest
market in Florida. In the 2012-2013 school year, the
company managed 577 of the county’s 108 charter
schools,® and rented property to 24.° A compari-
son of annual rent as a share of expenses for all
Dade County charter schools found similar results:
the average for Academica-managed schools rent-
ing facilities from Academica was 16.9%, while the
average for charter schools not renting from Aca-
demica was 12.2%.
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By charging higher rent than most charter school
landlords, Academica is pocketing a larger share
of the public funding its schools receive. In Dade
County, the difference between Academica col-
lecting 16.9% rather than 12.2% of expenses from
tenant schools is over $4.1 million. This inflated
cost allowed Academica to collect rental income in
Dade County of $14,810,117, an increase of almost
40% over the $10,662,542 it would have collect-
ed by charging 12.2% of expenses. Moreover, that
is $4.1 million not going towards educating the
12,668 students who attend these schools; the
loss per pupil is $327.

THE NEED FOR ADDITIONAL OVERSIGHT

The fact that charter management organizations
can use real estate companies to capture addi-
tional streams of public dollars demonstrates the
need for additional regulatory oversight of charter
school operations.

Related party transactions such as those employed
by Academica merit scrutiny beyond simply not-
ing such transactions in audited financial state-
ments released long after the contracts have been
signed. Property leases between charter schools
and private companies should be submitted to a
public oversight board prior to their enactment in
order to ensure that no questionable self-dealing
is taking place and that public revenues allotted for
education are being well-spent for that purpose.
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