
 

  

April 12, 2023 
Via First Class Mail and Email to: 

mryan@novamil.org 
villanueva_danny@yahoo.com 

Dr. Mark Ryan, Superintendent 
Dr. Daniel Villanueva, Board Chairman 
North Valley Military Institute Governing Board 
Ms. Kelly Enos, Vice Chair 
Mr. Mike Camorlinga 
Mr. Tom Coate 
Ms. Cesley Frost 
Mr. Rocky Huynh 
Mr. John Martinez 
Mr. John Pruitt 
Mr. Matt Smith 
Ms. Julie Ward 
Mr. Lanny West 
12105 Allegheny St. 
Sun Valley, CA 91352 

Dear Dr. Ryan, Dr. Villanueva and Members of the North Valley Military Institute 
Governing Board: 

Notice of Concern: Violation of Law and Memorandum of Understanding 

The Los Angeles County Board of Education (County Board) delegates monitoring and 
oversight of the charter schools it authorizes to the Los Angeles County Superintendent 
of Schools (Superintendent) and the Los Angeles County Office of Education (LACOE) 
as detailed in the LACOE Monitoring and Oversight Memorandum of Understanding 
(MOU).  

North Valley Military Institute (NVMI) has failed to respond to all reasonable inquiries, 
failed to provide prior written notification of any source of additional funding that may 
result in incurring additional debt, failed to provide evidence that the school fully met all 
payroll obligations since February 16, 2023, and currently has not maintained the 
required minimum three (3) percent reserves of the Charter School’s Adopted Budget 
for the fiscal year. 

Upon the review in March of the NVMI February financial report, LACOE staff became 
concerned that the school would not be able to make payroll for subsequent months. On 
March 28, 2023, LACOE staff requested the following information: 

• NVMI’s current cash position as of March 28, 2023 
• NVMI’s current status to make the next payroll 
• NVMI’s current status to make subsequent payrolls 
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• Documentation that has led to the conclusion that the school would be able to make payroll this 
month and subsequent months 

After initially stating it would not be able to make payroll, NVMI responded on March 28, 2023, stating 
that they “do have sufficient funds to cover payroll; vendors have agreed to push off payments, the Bank 
has agreed not to auto-withdraw interest payments until our April funds arrive, and our payroll 
processing company is fronting us the funds for Payroll taxes (also until the we receive April funding; 
LCFF and EPA etc.), in addition to this the schools DOJ grant just sent us $150k, yesterday. We are 
tracking the funds closely and we will have sufficient funds to cover payroll.” 

NVMI failed to provide the current cash position and the documentation requested. Further, the response 
states the school is able to pay payroll, but they indicate that will not be paying all payroll obligations. 

LACOE Staff again asked for the current cash position, the status of making subsequent payroll and 
documentation for this conclusion. In addition, LACOE requested the agreement made with the payroll 
company. 

NVMI responded on March 28, 2023, only with the current cash position. 

LACOE staff asked for the following on the same day: 
• The schedule with the payroll company to withdraw funds including dates and amounts 
• A written agreement with the payroll company 

NVMI responded on March 28, 2023, to the request for the schedule of payments to the payroll company 
with one date and amount, $372,000 on March 30, 2023, which aligned with the previously stated payroll 
amount without any payroll taxes. Concerning the written agreement with the payroll company, NVMI 
stated, “No written agreement with them. However, we have a verbal agreement.” 

On March 29, 2023, LACOE staff requested the following: 
• The name of the payroll company and a contact for that company 
• The cost of the loan the payroll company has given 
• The agreements of that loan 
• The plan of payment of that loan 
• Payroll registers for January 2023, February 2023, and March 2023 (once available) 

In addition, LACOE staff reminded NVMI of the outstanding documentation on the grant awarded, the 
calculations of paying payroll this month, and the calculations on how NVMI will pay for subsequent 
payroll obligations. 

On March 29, 2023, NVMI staff provided the name of the company, PayBridge, and they stated the 
agreement is only a “verbal understanding”. NVMI staff indicated that they already shared the March 31, 
2023 payroll calculations, but this failed to include payroll taxes and a plan to pay all payroll obligations. 
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On March 29, 2023, LACOE staff contacted the NVMI Board Chair and Superintendent indicating that 
staff was not providing full answers and the documentation requested. The following was again 
requested: 

• Cost of the loan with PayBridge 
• Terms of agreements with PayBridge 
• The plan on paying off this loan 
• Calculations on paying the payroll this month  
• Documentation of the grant awarded 
• Calculations on how future payroll costs will be met 

Additionally, staff asked if this was the first time PayBridge had extended this financial opportunity to 
NVMI and if this had happened previously, is there a current balance and what are the terms of the 
agreement. 

NVMI responded on March 30, 2023.  In this response, the school stated, “There is no loan from 
PayBridge… PayBridge simply agreed to delay pulling payroll taxes out of our account until we had 
sufficient funds to cover that expense. There is no cost for them having agreed to this delay…NVMI took 
advantage of this opportunity for the first time for the February 16, 2023 payroll and then again for the 
March 1, 2023.”  They also indicated that these funds have not yet been repaid. The statement indicates 
that NVMI has not fully met payroll obligations for three payroll periods: February 16, 2023, March 1, 
2023, and March 31, 2023. 

The school also provided a spreadsheet that included the current cash balance, a payment of $403,525, the 
anticipated payroll debits, medical insurance premium, and anticipated cash balance once the payment, 
debits and insurance were booked. This calculation does not account for other payroll obligations, such as 
taxes or retirement contributions. 

As to future payroll costs, the school stated, “Based on CDE and LACOE staff estimates, we believe that 
the LCFF, EPA, and ELOP monies (approx. $1.2 million) will arrive in the next few business days and 
fully cover the next couple of payrolls.” According to December 2022 payroll records, LACOE has 
calculated the total monthly payroll expenses at approximately $1.1 million and thus $1.2 million is 
insufficient for all payroll expenses through the 2022-2023 school year.  

Additionally, the school provided a link to the DOJ grant monies which included the following 
description of allowable use: 

SSV recipients implementing a training project will use funds to train school personnel 
and educate students on preventing student violence against others and themselves, to 
include anti-bullying training. This can also include specialized training for school 
officials to respond to mental health crises. SSV recipients using funds to conduct threat 
assessments and/or intervention teams to identify school violence risks among students 
must coordinate between law enforcement and school personnel. Recipients may also use 
grant funds for technological solutions such as anonymous reporting technology 
implemented as a mobile phone-based app, a hotline, or a website in the applicant’s 
geographic area to enable students, teachers, faculty, and community members to 
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anonymously report threats of school violence; or other school safety strategies that 
assist in preventing violence.  

This description does not indicate basic payroll expenditures as an allowable use and it is unclear how the 
$150,000 could be used in this situation. 

At this time, NVMI has failed to provide the following:  
• Written notification of the additional funding that may result in incurring additional debt from 

PayBridge 
• Calculations including all obligations for the March payroll   
• Terms of agreements with PayBridge 
• The amount owed to PayBridge 
• Contact information for PayBridge 
• Calculations on how all current and future payroll obligations for the 2022-2023 school year will 

be met. 

SUMMARY 

LACOE staff requested information regarding the school’s ability to make payroll obligations through a 
series of email exchanges on March 28, 2023, through March 30, 2023. Despite five attempts to attain the 
calculations and documentation necessary, NVMI has failed to provide the details needed to verify that 
the school has, and will be able to make, all payroll obligations for the month of March through the end of 
the school year. NVMI has also failed to fully explain the agreements made with the payroll company, 
PayBridge, failed to provide prior written notification of any source of additional funding that may result 
in incurring additional debt and has failed to disclose to LACOE the liability that has accrued as required 
by the MOU.   

The MOU states: 
The County Board of Education must receive prior written notification of any source of 
additional funding that may result in incurring additional debt (i.e., line of credit, selling 
of receivables, loans, grants investments and/or bonds) to the Charter School. LACOE 
shall not be responsible for resolving fiscal deficiencies for the Charter School. 

… 

The Charter School is expected to maintain reserves of no less than three (3) percent of the 
Charter School’s Adopted Budget for the fiscal year.  

… 

Pursuant to reasonable requests under EC 47604.3, the charter school shall, upon request, 
provide LACOE with parent notifications, documents related to due process, summary 
reports on internal or external investigations, financial records, and student disciplinary 
records. 

Education Code 47604.3 states:  
A charter school shall promptly respond to all reasonable inquiries, including, but not 
limited to, inquiries regarding its financial records, from its chartering authority, the 
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county office of education that has jurisdiction over the school’s chartering authority, or 
from the Superintendent of Public Instruction and shall consult with the chartering 
authority, the county office of education, or the Superintendent of Public Instruction 
regarding any inquiries. 

REQUIRED ACTION 

By Wednesday, April 19, 2023, please provide written evidence of the following: 
• Written notification of the additional funding that may result in incurring additional debt from 

PayBridge 
• Calculations including all obligations for the March payroll   
• Terms of agreements with PayBridge 
• The amount owed to PayBridge 
• How the monies owed to PayBridge will be paid  
• Contact information for PayBridge 
• Calculations on how all current and future payroll obligations for the 2022-2023 school year will 

be met and how the school will meet the required minimum three (3) percent reserve. 

LACOE and the Los Angeles County Board of Education (County Board) expect that charters authorized 
by the County Board will comply with state and federal laws that apply to Charter Schools, implement the 
provisions of the charter as approved, respond to reasonable requests of its authorizer and adhere to the 
requirements outlined in the MOU. It is imperative that the NVMI board and the school’s administrators 
ensure that the school is compliant at all time. This letter constitutes formal notice of failure to comply 
with the terms and conditions of the fully executed MOU and law. Future incidents of noncompliance 
may result in the issuance of a Notice of Violation. 
 
If you have any questions regarding these requirements, please do not hesitate to contact the Charter 
School Office at (562) 922-8806. 

Sincerely, 

Indra Ciccarelli 
Director II 
Charter School Office 

IC:ls 

c: Debra Duardo, M.S.W., Ed.D., Superintendent, LACOE 
Vibiana Andrade, General Council, Office of General Counsel, LACOE 
Karen Kimmel, Chief Financial Officer, Business Services, LACOE 
Octavio Castelo, Director, Business Advisory Services, LACOE 
April Mitchell, Assistant Director, Business Advisory Services, LACOE 
 


