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SUMMARY

The Texas Supreme Court considered whether sovereign immunity barred claims by two open-
enrollment charter schools challenging the Commissioner's mandatory revocation of their charters.
The Court held that the charter schools lacked a vested property interest in their charters and that their
constitutional and ultra vires claims could not proceed, affirming the court of appeals' dismissal.
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PROCEDURAL POSTURE Two open-enrollment charter schools petitioned for review after the

court of appeals vacated temporary injunctions and dismissed their
claims for want of jurisdiction based on sovereign immunity. The
schools challenged the Commissioner's charter-revocation decisions

on constitutional and ultra vires grounds.

STANDARD OF REVIEW An ultra vires claim requires the plaintiff to show that a state official
acted without legal authority or failed to perform a ministerial act.
When a statute makes an executive decision final and unappealable,
judicial intervention requires a manifest, conspicuous, or
irreconcilable conflict with express statutory terms; courts may not
conduct de novo review of the official's decision. The court reviewed

the jurisdictional sovereign-immunity issue de novo.
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PARTIES American YouthWorks, Inc., Honors Academy, Inc. v. Texas Education

Agency, Commissioner of Education

TOPICS

judicial review of agency action  administrative law  due process  appellate procedure  standard of review



PRACTICE AREAS

administrative law  education law  constitutional law  sovereign immunity  appellate procedure

QUESTIONS PRESENTED

1.

Whether an open-enrollment charter creates a vested property right protected by the Texas Constitution's

due-course-of-law provision or the federal Due Process Clause.

. Whether the charter schools could maintain constitutional impairment-of-contract and retroactivity

claims against the State based on the revocation of their charters.

. Whether the Commissioner's interpretation and application of Texas Education Code section 12.115(c)-

(c-1) constituted ultra vires conduct despite statutory provisions making the administrative decision final

and unappealable.

. Whether the Commissioner's administrative rule limiting challenges to financial accountability ratings

exceeded the authority granted by Texas Education Code section 39.151.

. Whether sovereign immunity barred the schools' district-court proceedings.

HOLDINGS

1.

An open-enrollment charter is in the nature of a license or permit to operate a charter school subject to
applicable laws and regulations; it does not create a vested private-property right in the charter holder or

in continued participation in public education.

. The schools' constitutional claims failed because a charter school has no vested property right or

contractual right against the State in the continued existence or terms of its charter.

. The Commissioner's interpretation and application of the charter-revocation provisions were within his

statutory authority and did not constitute ultra vires conduct.

. The Commissioner's rule limiting the informal financial-accountability-rating appeal process was not

ultra vires on the record presented.

. Sovereign immunity barred the schools' claims because the statutes precluded judicial review and the

schools failed to establish a constitutional or ultra vires basis for suit.

KEY QUOTATIONS

“Rather than create an ownership interest or vested right in public education, the charter is in the nature of a

license or permit to operate a charter school subject to applicable laws and regulations.” (63)

“From the foregoing authorities, we conclude that a charter school's charter is not a vested property right to
which the due course of law or prohibition on retrospective laws apply, and we accordingly reject AYW's

constitutional claims.” (68)

“The disagreement here regarding the interpretation of § 12.115(c-1) suggests the existence of an ambiguity
rather than the "conspicuous and irreconcilable conflict" assumed to be the standard in our prior decisions.”
(74)



“Because the enabling statutes precluded judicial review of these executive decisions and no basis existed
otherwise to invoke the district court's inherent authority, the court of appeals concluded that sovereign
immunity barred the district court proceedings.” (78)

FACTUAL BACKGROUND

American YouthWorks and Honors Academy were private nonprofit corporations operating open-enrollment
charter schools under Texas Education Code chapter 12. Legislative amendments required the Commissioner of
Education to revoke a charter after three consecutive years of specified unacceptable academic or financial
performance ratings, subject to limited administrative review through the State Office of Administrative
Hearings. The Commissioner revoked Honors's charter based on academic ratings and AYW's charter based on
financial ratings. The schools contended that the Commissioner improperly used performance data and acted

beyond his statutory and rulemaking authority.

PROCEDURAL HISTORY

The Commissioner notified American YouthWorks and Honors Academy that their charters would be revoked
under Texas Education Code section 12.115(c) based on consecutive unacceptable academic or financial ratings.
The schools sought relief in district court, which issued temporary injunctions stopping or restricting the
revocations and denied the Commissioner's plea to the jurisdiction. The court of appeals vacated the injunctions

and dismissed the underlying claims, and the Supreme Court of Texas affirmed.
DISPOSITION

affirmed
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