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	SUBJECT

Rocketship Mt. Diablo: Consider a Material Revision of the Charter to Change Grade Levels Served in 2016–17 from Transitional Kindergarten Through Grade Five to Transitional Kindergarten Through Grade Two and Reduce Enrollment.
	
	Action

	
	
	Information

	
	
	


SUMMARY OF THE ISSUE
Rocketship Mt. Diablo (RSMD) a State Board of Education (SBE)-authorized charter school, requests a material revision of its charter to change grade levels served in 2016–17 from transitional kindergarten (TK) through grade five to K through grade two and reduce enrollment from 510 pupils to 150 pupils during its first year of operation (Attachment 1). 

PROPOSED RECOMMENDATION

The California Department of Education (CDE) proposes to recommend that the SBE hold a public hearing regarding the petition, and thereafter conditionally approve with one condition and two technical amendments, the request for a material revision of the RSMD charter petition to change grade levels served in 2016–17 from TK through grade five to K through grade two and reduce enrollment from 510 pupils to 150 pupils during its first year of operation. Inherent to this recommendation, the CDE proposes the following condition: RSMD offer TK in its first year of operation.
The CDE will conduct a pre-opening site visit at least 30 days prior to the scheduled opening date. Written authorization from the CDE would be required prior to the operation of any additional facility.
BRIEF ANALYSIS OF THE ISSUE
RSMD was approved by the SBE on March 10, 2016, for a five-year term from July 1, 2016, through June 30, 2021. RSMD will be located within the Mt. Diablo Unified School District (MDUSD). RSMD applied for temporary facilities under Proposition 39 and MDUSD offered two campuses to RSMD. RSMD intends to accept MDUSD’s offer and occupy one of the campuses located at Ayers Elementary School.
On April 15, 2016, RSMD submitted a request for a material revision to its charter petition.
In considering the request for a material revision, CDE reviewed the following:

· The RSMD petition and appendices (Attachments 3 and 5)

· Educational and demographic data of schools where pupils would otherwise be required to attend (Attachment 2)

· The RSMD budget and financial projections (Attachment 4)

Pursuant to California Education Code (EC) sections 47605(b)(1), 47605(b)(2), 47605(b)(5), and California Code of Regulations, Title 5 (5 CCR) Section 11967.5.1, a charter petition must provide a reasonably comprehensive description of multiple required elements (Attachment 1).

The CDE finds that the RSMD petition does provide a reasonably comprehensive description for most of the required elements, as indicated by a “Yes.” Two elements require a technical amendment and are identified by a “**Yes.” These amendments strengthen the petition to clarify elements for monitoring and accountability purposes (Attachment 1).

The CDE recommends that the SBE approve the request for a material revision of the RSMD charter, with the recommended technical amendments, for the following reasons:

· RSMD proposes to provide pupils with a sound educational program, which is a teacher-led, technology-supported approach to personalized learning. The RSMD educational model is a hybrid, which will offer pupils access to online learning programs that target individual levels as well as classroom access to foundational programs through classroom instruction. RSMD feels that this instructional combination will ensure that RSMD pupils are gaining competencies necessary in order to prepare them to be highly effective learners, contributors, and citizens in the 21st century.
· RSMD has submitted all required documentation to the CDE including, but not limited to, compliance documents and budgets.

Budget 

The CDE reviewed the RSMD budget and multi-year projected budget and fiscal plan and concludes that RSMD is likely able to successfully implement a fiscal plan that is sustainable and fiscally viable with a projected enrollment of 150, 356, and 520 with ending fund balances of $128,973, $281,248 and $376,857 in its first three years of operation, respectively. The CDE concludes that that the RSMD multi-year projected budget does provide for projected operating surpluses, increasing positive fund balances, and sufficient reserves in Fiscal Years (FYs) one through three.
Revenue 

The CDE used the Fiscal Crisis and Management Assistance Team (FCMAT) Local Control Funding Formula (LCFF) calculator updated on May 13, 2016, to analyze the RSMD budget and found that RSMD understated the LCFF revenues by a total amount of $183,957 for FY 2016–17 through FY 2018–19. The RSMD budget includes total start-up funding of $200,000 from the Walton Family Foundation which is administered through Charter School Growth Fund. This funding was awarded as a $100,000 grant and a $100,000 loan. RSMD received this funding in December 2015, and states it will be used to cover start-up costs. The CDE has been able to substantiate these funding sources and includes this $200,000 in CDE’s budget analysis. In addition, the CDE included additional philanthropic funding totaling $500,000 over FY 2016–17 and FY 2017–18 of $300,000 and $200,000 respectively, in the CDE budget analysis. RSMD states that should there be a delay in receiving this funding, Rocketship Education (RSE) will provide financial assistance to RSMD during this time. The CDE notes that the funding sources were supported with verifiable evidence (Attachment 6).
Expenditure

RSE charges RSMD 15 percent of state and federal revenue as central office expense allocation fees, excluding some reimbursed revenue. The charter authorizer oversight fee is 1 percent of LCFF funding received. An increase in revenue will also increase both of these expenditures for FY 2016–17 through FY 2018–19. The lower projected enrollment will also reduce expenditures in salaries and operating costs. For example, with the proposed reduction of enrollment in FY 2016–17 from 510 pupils to 150 pupils RSMD states it will need to hire six teachers for TK through grade two instead of sixteen teachers for TK through grade five. Additionally, the CDE anticipates that the facilities rental expense could be reduced for FY 2016–17 and FY 2017–18 for the Proposition 39 facility MDUSD offered to RSMD (Attachment 4). RSMD adjusted these expenditures based on the reasons identified above, and the CDE determines that the reduced expenditures appear to be reasonable. 
Cash Flow

RSMD states it will open in district space for its first year of operation. Based on the initial offering from MDUSD, the cost is expected to be approximately $5,000 for 
FY 2016–17-Based on the timeline needed to open a permanent facility, these projections assume RSMD will be in district space in FY 2017–18 as well. The projected cost increases to $10,000 in the second year to account for the increased enrollment. Projections assume RSMD will move into its permanent facility in FY 2018–19 (Attachment 4). The CDE determines that RSMD’s projected costs appear to be reasonable.
Although the RSMD lease expense in FY 2018–19 is expensed at $900,000 in the budget, the actual cash outflow for the facility in FY 2018–19 is only $540,000 as RSMD will spread out the expense of $360,000 over the remaining 29 years of lease payments. Therefore, adding a $360,000 adjustment will bring up the ending balance to $376,857 with 7 percent of reserves (Attachment 4). 
Pursuant to EC sections 47605(b)(1), 47605(b)(2), 47605(b)(5) and 5 CCR Section 11967.5.1, a charter petition must provide a reasonably comprehensive description of multiple required elements (Attachment 1).
The CDE finds that the RSMD material revision meets the standards and criteria in EC Section 47605 with the required technical amendments (Attachment 1).
ATTACHMENT(S)

Attachment 1:
California Department of Education Charter School Petition Review Form: Rocketship Mt. Diablo (33 Pages)

Attachment 2:
Rocketship Mt. Diablo Data Tables (7 Pages)

Attachment 3:
Rocketship Mt. Diablo Material Revision Petition (178 Pages)

Attachment 4:
Rocketship Mt. Diablo Budget and Financial Projections (36 Pages)

Attachment 5:
Rocketship Mt. Diablo Appendices and Attachments (813 Pages)

Attachment 6:
Letter of Fiscal Assurance from Rocketship Education (1 page)
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