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R7-5-101. Definitions 
In this Chapter, the following definitions apply: 

 “Academic performance dashboard” means color-coded graphics that represent a charter school’s aca-
demic performance by measure for the three most recent fiscal years and identifies whether the schools 
operated by the charter holder meet the minimum academic performance expectations. 

 “Academic Performance Framework” means a document publicly available and posted on the Board’s 
web site that sets forth the minimum academic performance expectations for charter schools, measures of 
progress towards meeting the expectations, and consequences of failing to meet the expectations. 

 “Accounting industry regulatory body” means any state or federal regulatory body that has authority to 
discipline a certified public accountant or audit firm. 

 “Administrative completeness review time frame” means the number of days from the Board's receipt of a 
submission for Board consideration until the Board staff determines whether the submission contains all 
components and is formatted as required by statute and rule.  

 “Annual application cycle” means the process the Board conducts each year to receive and review new 
charter application packages and grant or deny a charter. 

 “Applicant” means a person that applies to the Board for a new charter. 
 “Application” means the Board-approved forms and instructions used by an applicant or charter holder to 

apply for a new charter, transfer a charter as provided under R7-5-302(A)(1), transfer a charter school as 
provided under R7-5-302(A)(2), or renew or replicate a charter sponsored by the Board. 

 “Application package” means an application form, narratives, and documents, including exhibits and at-
tachments, submitted by an applicant or charter holder. 

 “ASBCS Online” means the Board's web-based interface, which is accessible through the web site of the 
Arizona State Board for Charter Schools. 

 “Audit” means a charter holder’s annual audit required under A.R.S. § 15-914. 
 “Audit contract” means an engagement letter provided by an audit firm that describes the terms of a con-

tract between a charter holder and the audit firm. 
 “Authorized representative” means an individual with the power to bind an applicant contractually ac-

cording to the applicant's Articles of Incorporation, operating agreement, or by-laws. 
 “Board” means the Arizona State Board for Charter Schools. 
 “CAP” means corrective action plan. 
 “Charter” means a contract between a person and the Board to operate a charter school under A.R.S. § 15-

181 et seq. 
 “Charter holder” means a person that enters into a charter with the Board. 
 “Charter representative” means an individual with the power to bind a charter holder contractually ac-

cording to the charter holder's Articles of Incorporation, operating agreement, or by-laws and is the point 
of contact with the Board for the purposes of communication and accountability to charter terms and con-
ditions. 

 “Charter school” has the meaning specified at A.R.S. § 15-101. 
 “Date of notice” means the date on which an electronic notification is sent by the Board to an applicant or 

charter holder through the authorized representative or charter representative. 
 “Day” means a business day. 
 “Demonstration of sufficient progress” means the process for a charter holder to show the charter holder 

is making progress towards achieving the minimum academic performance expectations specified in the 
Academic Performance Framework. 
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 “Department” means the Arizona Department of Education. 
 “Education Service Provider” means an organization that contracts with or has a governance relationship 

with an applicant or charter holder to provide comprehensive academic services, administrative services 
or both. These organizations may also be commonly referred to as Charter Management Organizations or 
Education Management Organizations. 

 “Financial performance dashboard” means a color-coded graphic that represents a charter holder’s finan-
cial performance by measure for the two most recent audited fiscal years and identifies whether the char-
ter holder’s financial performance meets the minimum financial performance expectations. 

 “Financial Performance Framework” means a document publicly available and posted on the Board’s web 
site, and incorporated herein by reference, that sets forth the minimum financial performance expectations 
for charter holders, measures of performance, and consequences of failing to meet the expectations. 

 “Fiscal year” means the 12-month period beginning July 1 and ending June 30. 
 “Initial financial response” means the first response submitted to the Board by a charter holder assigned a 

summative financial performance rating of “Intervention” under R7-5-402. In its response, the charter 
holder must: 

• Provide the charter holder’s annual budget for the fiscal year that begins on the July 1 following 
the fiscal year end of the most recent audit conducted under R7-5-504 and the charter holder’s 
budget for each quarter in the fiscal year; 

• Provide a quarterly financial report for each applicable quarter as defined in R7-5-509(B)(3); 

• Provide a schedule of debt and lease obligations and the current outstanding balances for each; 

• Summarize the factors that caused or contributed to the charter holder’s financial performance in 
the audited fiscal year; and  

• Summarize the specific actions taken or being taken to improve the charter holder’s financial per-
formance in the fiscal year that begins on the July 1 following the fiscal year end of the most re-
cent audit conducted under R7-5-504. 

 “June 30 quarterly financial report” means the report for the quarter ending June 30 submitted to the 
Board by a charter holder assigned a summative financial performance rating of “Intervention” under R7-
5-402. In the June 30 report, the charter holder must include: 

• An unaudited balance sheet (statement of financial position) that identifies the charter holder’s results 
at June 30 and the charter holder’s unrestricted and restricted cash balances. Minimally, the charter 
holder’s restricted cash balance must include the charter holder’s unspent Classroom Site Fund mon-
ies; 

• An unaudited income statement (statement of activities) that identifies the charter holder’s results for 
the year ended June 30; 

• The charter holder’s budget that includes actual results versus budgeted results for the quarter ending 
June 30; and 

• The charter holder’s calculation of its performance on all six of the Financial Performance Frame-
work’s measures. 

 “Operational performance dashboard” means a color-coded graphic that represents a charter holder’s op-
erational performance by measure for up to the five most recent fiscal years and identifies whether the 
charter holder’s operational performance meets the minimum operational performance expectations.  

 “Operational Performance Framework” means a document publicly available and posted on the Board’s 
web site that sets forth the minimum operational performance expectations for charter holders, measures 
of performance, and consequences of failing to meet the expectations.  



 

 Page 4  

 “Overall time frame” means the number of days after receipt of a submission for Board consideration un-
til the Board decides whether to grant or deny the request contained in the submission. The overall time 
frame consists of both the administrative completeness review time frame and the substantive review time 
frame. 

 “Peer review” means an external quality-control review, required by generally accepted government au-
diting standards, which determines whether an audit firm’s internal quality-control system exists, is oper-
ating effectively, and provides assurance that established policies and procedures and applicable auditing 
standards are being followed. 

 “Performance expectations” means the minimum academic, financial, and operational performance ex-
pectations established by the Board. 

 “Person” means an individual, partnership, corporation, association, or public or private organization of 
any kind. 

 “Principals” means the officers, directors, members, partners, or board of an applicant or charter holder. 
 “Quarterly financial report” means the report for the quarters ending September 30, December 31 and 

March 31 submitted to the Board by a charter holder assigned a summative financial performance rating 
of “Intervention” under R7-5-402. In each quarterly report, the charter holder must include: 

• An unaudited balance sheet (statement of financial position) that identifies the charter holder’s re-
sults at the quarter end date and the charter holder’s unrestricted and restricted cash balances. 
Minimally, the charter holder’s restricted cash balance must include the charter holder’s unspent 
Classroom Site Fund monies; 

• An unaudited income statement (statement of activities) that identifies the charter holder’s results 
year-to-date for the quarter end date; 

• The charter holder’s budget for the applicable quarter that includes actual results versus budgeted 
results; and  

• The charter holder’s calculation of its performance on the default, unrestricted days liquidity, ad-
justed net income and average daily membership measures. 

 “Serious impact finding” means an issue identified by the Board that the Board believes has or potentially 
has a detrimental impact on the operation of the charter school or students, such as threat to the health and 
safety of children, failure to meet the academic needs of children, gross violation of generally accepted 
accounting principles that increases the opportunity for fraud or theft, or repeated issues of noncompli-
ance. 

 “Substantive review time frame” means the number of days after a submission for Board consideration is 
determined to be administratively complete until the Board decides whether to grant or deny the request 
contained in the submission. 

 “Sufficiently qualified” means the Board's determination that an applicant's knowledge, experience, quali-
fications, current and prior charter compliance, capacity, personal and professional background, and cre-
ditworthiness indicate an ability to implement a charter or operate a charter school in accordance with 
federal and state law and the performance expectations established by the Board. 

 “Supervising certified public accountant” means the certified public accountant responsible for leading 
the audit of a charter school or signing the final audit report. 

 “Technical Review Panel” means individuals approved by the Executive Director of the Board who use 
their expertise in charter school development, curriculum, and finance to assist the Executive Director by 
conducting a preliminary evaluation of an application package. 
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R7-5-208. Application for Replication Charter 
A. The charter holder of an existing high quality charter school may be eligible to apply for a replication charter 

rather than a new charter. A replication charter allows the charter holder to implement the existing educational 
program, corporate and governance structure, and financial and operational processes at a new charter school. 

B. A charter holder that wishes to apply for a replication charter shall submit to the Board a Replication Eligibil-
ity form. Board staff shall review the form and determine whether the charter holder is eligible to apply for a 
replication charter. A charter holder is eligible to apply for a replication charter if the charter holder is in 
compliance with provisions of its charter, contractual agreements with the Board, federal and state law and 
this Chapter, and meets the academic and financial eligibility requirements specified in the replication appli-
cation instructions, which are publicly available and posted on the Board’s web site. 

C. Within 15 days after receiving a Replication Eligibility form, Board staff shall provide written notice to the 
charter holder of whether the charter holder may apply for a replication charter and, if eligible, shall make the 
replication application available to the charter holder. 

D. If a charter holder submits an application package for a replication charter by the last business day of Septem-
ber, Board staff shall process the application package in an expedited manner and ensure the application 
package is considered at the Board’s meeting in November. 

E. As required under A.R.S. § 41-1073, the Board establishes the following time frames for approving or disap-
proving a replication charter: 
1. Administrative review time frame: 15 days; 
2. Substantive review time frame: 50 days; and 
3. Overall time frame: 65 days. 

F. The provisions at R7-5-205(A), regarding execution of a new charter, apply to a replication charter. 
G. R7-5-206, regarding a good-cause extension to execute a new charter, and R7-5-207, regarding good-cause 

suspension of a new charter, do not apply to a replication charter. 

 

 

R7-5-301. Application for Charter Renewal; Early Renewal of Charter 
A. The Board shall make available on its web site instructions regarding eligibility and submission requirements 

for renewal and early renewal of a charter. 
B. A charter holder shall submit to the Board electronically through ASBCS Online the renewal application 

package identified in subsection (E) or the early renewal application package identified in subsection (L). The 
Board shall not accept a paper submission. 

C. The Board shall provide the charter holder at least 72-hours’ written notice of the date, time, and location of 
the Board meeting at which the Board will consider the charter holder’s renewal or early renewal application 
package. The charter holder shall attend the Board meeting. 

D. At least 18 months before a charter is scheduled to expire, the Board shall provide the charter holder with a 
renewal application that is customized based on the charter holder’s performance history. The Board shall re-
quire a charter holder that does not meet the performance expectations specified in Article 4 to submit more 
information than a charter holder that does meet the performance expectations. 

E. As required under A.R.S. § 15-183(I), a charter holder that intends to seek renewal of the charter shall submit 
to the Board a renewal application package at least 15 months before the charter is scheduled to expire. 

F. The Board shall not consider a renewal application package that is not submitted by the date specified in sub-
section (E).  

G. As part of the charter renewal process, Board staff shall conduct an academic-systems-review site visit, as 
described in R7-5-506, of the charter holder. 

H. The Board shall notify a charter holder of the Board’s decision to renew or deny renewal of the charter at least 
12 months before the charter is scheduled to expire. 
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I. As specified under A.R.S. § 15-183(I), the Board may deny renewal of a charter if the Board determines the 
charter holder failed to meet or make sufficient progress toward the academic performance expectations or 
failed to meet the operational performance expectations specified in Article 4, meet the financial performance 
expectations specified in Article 4, complete the obligations of the charter, or comply with federal or state law 
or this Chapter. If the Board denies renewal of a charter, Board staff shall provide written notice to the charter 
holder that includes the information required under A.R.S. § 41-1092.03(A). 

J. A charter holder is eligible to apply for early renewal of the charter if the charter holder: 
1. Submits to the Board a letter of intent to apply for early renewal at least 24 months before the charter is 

scheduled to expire; 
2. Has operated a school under the charter for at least five years; 
3. Meets the performance expectations specified in Article 4; and 
4. Had no compliance matters within the last three years that required action by the Board or other govern-

mental entity. 
K. Within 15 days after receiving a letter of intent to apply for early renewal under subsection (J)(1), Board staff 

shall provide written notice to the charter holder of whether the charter holder is eligible to apply for early re-
newal and, if eligible, shall provide the charter holder with the renewal application referenced in subsection 
(D). 

L. A charter holder that receives notification under subsection (K) of eligibility to apply for early renewal shall 
submit to the Board the early renewal application package no later than one month after the charter holder re-
ceives notification under subsection (K). 

M. A charter holder applying for early renewal shall continue to meet the eligibility requirements specified in 
subsection (J) until the Board considers the early renewal application package at the Board meeting refer-
enced under subsection (C). The Board shall not consider an early renewal application package submitted by a 
charter holder that has a change in eligibility status. 

N. Within three months after a charter holder timely submits an early renewal application package, Board staff 
shall conduct an academic-systems-review site visit, as described in R7-5-506, of the charter holder and shall 
place the charter holder’s early renewal application package on an agenda for Board consideration. 

O. As specified under A.R.S. § 15-183(I)(2), the Board may deny early renewal of a charter if the Board deter-
mines the charter holder failed to meet or make sufficient progress toward the academic performance expecta-
tions or failed to meet the operational performance expectations specified in Article 4, meet the financial per-
formance expectations specified in Article 4, complete the obligations of the charter, or comply with federal 
or state law or this Chapter. If the Board denies early renewal of a charter, Board staff shall provide written 
notice to the charter holder that includes the information required under A.R.S. § 41-1092.03(A). 

 

 

R7-5-402. Minimum Financial Performance Expectations 
A. The Board shall assess a charter holder’s achievement of the minimum financial performance expectations 

using data contained in the annual audit required under A.R.S. § 15-914 and conducted according to the 
standards specified in R7-5-504 and average daily membership calculations completed by the Department us-
ing student attendance data submitted to the Department by the charter holder. 
1. The Board may assess a charter holder’s achievement of the minimum financial performance expectations 

at any time. 
2. The Board shall assess a charter holder’s achievement of the minimum financial performance expecta-

tions: 
a. When considering an expansion request submitted by the charter holder to: 
i. Add a new charter school to an existing charter, 
ii. Add an Arizona Online Instruction program, or 
iii. Replicate an existing charter; 
ba. During the five-year-interval review required under A.R.S. § 15-183(I); 
cb. When considering a charter contract renewal request submitted by the charter holder; 
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dc. Upon receipt of information that a charter school operated by the charter holder failed to meet the 
minimum academic performance expectations for three consecutive years; 

ed. Upon receipt of information that a charter school operated by the charter holder has been assigned a 
letter grade of “F” by the Department; and 

fe. When making a decision related to the charter holder’s achievement of the minimum academic per-
formance expectations or compliance with its charter, other contractual agreements with the Board, 
federal and state law, and this Chapter. 

B. The Board shall annually assign a charter holder a summative financial performance rating, based on 
measures specified in the Financial Performance Framework, which reflects both the charter holder’s near-
term financial health and longer-term financial stability. 
1. The Board shall assign a summative financial performance rating of “Good Standing” if the charter holder 

receives no measures rated “below standard” and no more than one measure rated “approaches standard” 
based on the most recent audit conducted under R7-5-504. 

2. The Board shall assign a summative financial performance rating of “Adequate Standing” if the charter 
holder receives no measures rated “below standard” and two or more measures rated “approaches stand-
ard” based on the most recent audit conducted under R7-5-504. 

3. The Board shall assign a summative financial performance rating of “Intervention” if the charter holder 
receives one or more measures rated “below standard” based on the most recent audit conducted under 
R7-5-504 or if the charter holder has received a summative financial performance rating of “Adequate 
Standing” for three consecutive years. 

C. A charter holder assigned a summative financial performance rating of “Good Standing” or “Adequate Stand-
ing” based on the most recent audit conducted under R7-5-504 is financially eligible to submit to the Board, if 
the charter holder meets all other eligibility criteria, an expansion request to: 
1. Add a new charter school to an existing charter; 
2. Add one or more grade levels to a charter; 
3. Increase the number of students the charter holder may serve; 
4. Add an Arizona Online Instruction program; 
5. Replicate an existing charter; 
6. Transfer an existing charter school to its own charter contract; or 
7. Transfer an existing charter school or charter contract from the current charter holder to an existing char-

ter holder with a different financial performance dashboard. 
D. A charter holder assigned a summative financial performance rating of “Intervention” based on the most re-

cent audit conducted under R7-5-504 is not eligible to submit to the Board an expansion request specified in 
R7-5-402(C)(1)-(7). 

CE. The Board shall require a charter holder assigned a summative financial performance rating of “Interven-
tion” based on the most recent audit conducted under R7-5-504 to prepare the financial intervention submis-
sions as described in R7-5-509. The Board shall determine a charter holder meets the annual financial perfor-
mance standard if the charter holder receives no measure rated “falls far below standard” and no more than 
one measure rated “does not meet standard” based on the most recent audit conducted under R7-5-504. 

F. The Board shall determine that a charter holder assigned a summative financial performance rating of “Inter-
vention” is “Not on Probation” if, after Board staff’s review of the charter holder’s submissions made under 
R7-5-509 and R7-5-501(C), all the following are true: 
1. The measure or measures rated “below standard” based on the most recent audit conducted under R7-5-

504 will likely improve to at least an “approaches standard” rating when calculations are completed using 
the charter holder’s next audit conducted under R7-5-504. 

2. None of the Financial Performance Framework’s other measures will likely be rated “below standard” 
when calculations are completed using the charter holder’s next audit conducted under R7-5-504. 

3. Since Board staff made the determination in R7-5-509(D), the Board has not substantiated any complaints 
involving late payroll checks to employees, or health insurance or liability insurance cancellation due to 
nonpayment and has not substantiated any complaints involving failure to make required retirement plan 
contributions or received notification from the Arizona State Retirement System of delinquent retirement 
contributions. 
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4. Since Board staff made the determination in R7-5-509(D), the charter holder has not been required to 
make any submissions under R7-5-501(C).  

G. The Board shall determine that a charter holder assigned a summative financial performance rating of “Inter-
vention” is “On Probation” if, after Board staff’s review of the charter holder’s submissions made under R7-
5-509 and R7-5-501(C), one or more of the following are true: 
1. One or more of the measures rated “below standard” based on the most recent audit conducted under R7-

5-504 will likely continue to be rated “below standard” when calculations are completed using the charter 
holder’s next audit conducted under R7-5-504. 

2. One or more of the Financial Performance Framework’s other measures will likely be rated “below stand-
ard” when calculations are completed using the charter holder’s next audit conducted under R7-5-504. 

3. Since Board staff made the determination in R7-5-509(D), the Board has substantiated at least one com-
plaint involving late payroll checks to employees, or health insurance or liability insurance cancellation 
due to nonpayment or has substantiated at least one complaint involving failure to make required retire-
ment plan contributions or received notification from the Arizona State Retirement System of delinquent 
retirement contributions. 

4. Since Board staff made the determination in R7-5-509(D), the charter holder has been required to make at 
least one submission under R7-5-501(C). 

H. After Board staff’s review of the charter holder’s submissions made under R7-5-509 and R7-5-501(C), the 
Board shall determine that a charter holder is “On Probation” if within the most recent five-year period the 
charter holder has been assigned three summative financial performance ratings of “Intervention” and two 
summative financial performance ratings of “Adequate Standing.” 

I. If, based on the next audit conducted under R7-5-504, a charter holder identified as “Not on Probation” under 
subsection F is assigned a summative performance rating of “Intervention,” then the Board shall determine 
that the charter holder is “On Probation.” 

DJ. The Board shall determine that a charter holder meets the minimum financial performance expectations if the 
charter holder: 
1. Receives an overall rating of “meets the annual financial performance standard” a summative financial 

performance rating of “Good Standing” or “Adequate Standing” based on the most recent audit conducted 
under R7-5-504; or 

2. Receives a determination of “Not on Probation” under subsection (F). an overall rating of “meets the an-
nual financial performance standard” based on the previous audit and receives an overall rating of “does 
not meet the annual financial performance standard” based on the most recent audit with no measure rated 
“falls far below standard.” 

EK. The Board shall determine that a charter holder does not meet the minimum financial performance expec-
tations if the charter holder receives a determination of “On Probation” under subsection (G) or subsection 
(H). A charter holder that does not meet the minimum financial performance expectations: 
1. Receives an overall rating of “does not meet the annual financial performance standard” and one or more 

measures rated “falls far below standard” based on the most recent audit conducted under R7-5-504May 
be subject to charter oversight specified in Article 6 unless and until the charter holder achieves the min-
imum financial performance expectations; or 

2. Shall be required to submit to the Board a financial action plan that: 
 a. Details the specific steps being taken by the charter holder to improve its financial performance in the 

fiscal year that begins on the July 1 following the June 30 quarterly financial report, 
 b. Identifies the milestones the charter holder will use throughout the fiscal year to benchmark its per-

formance against, and 
 c. Has been developed and approved by the charter holder’s governing board; and 
3. Shall be required to submit quarterly financial reports to the Board until the Board receives the charter 

holder’s next audit conducted under R7-5-504. Receives an overall rating of “does not meet the annual fi-
nancial performance standard” based on both of the last two audits conducted under R7-5-504. 

L. The Board shall determine that a charter holder does not meet the minimum financial performance expecta-
tions if the charter holder receives a determination of “On Probation” under subsection (I). A charter holder 
that does not meet the minimum financial performance expectations under subsection (I): 
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 1. May be subject to charter oversight as specified in Article 6 unless and until the charter holder achieves 
the minimum financial performance expectations; and 

 2. Shall be required to submit to the Board a financial action plan that: 
  a. Details the specific steps being taken by the charter holder to improve its financial performance in the 

fiscal year that begins on the July 1 following the June 30 quarterly financial report, 
  b. Identifies the milestones the charter holder will use throughout the fiscal year to benchmark its per-

formance against, and 
  c. Has been developed and approved by the charter holder’s governing board. 
M. Board staff shall report to the Board at a public meeting the audited year performance and June 30 quarterly 

financial report performance by measure for each charter holder that does not meet the Board’s minimum fi-
nancial performance expectations. 

FN. If a charter holder fails to submit or fails to submit timely the information required by subsections (K)(2), 
(K)(3) or (L)(2), the failure shall be noted in the charter holder’s operational performance dashboard posted 
on ASBCS Online.A charter holder that meets the minimum financial performance expectations may be enti-
tled to reduced submission requirements at the times specified under subsection (A). The Board shall require a 
charter holder that does not meet the minimum financial performance expectations to submit a financial per-
formance response as specified under R7-5-509 at the times specified in subsections (A)(2)(a)-(e) and may 
require a charter holder that does not meet the minimum financial performance expectations to submit a fi-
nancial performance response as specified under R7-5-509 at the times specified in subsection (A)(2)(f). 

 

 

R7-5-501. General Supervision  
A. A charter holder shall: 

1. Comply with the provisions of its charter, contractual agreements with the Board, federal and state laws, 
and this Chapter; and 

2. Meet the minimum performance expectations specified in Article 4. 
B. The Board may supervise a charter holder’s compliance with subsection (A) using any of the following 

means: 
1. Oral or written communication with: 

a. The charter representative or authorized charter school personnel; and 
b. Representatives of federal, state, and local agencies having jurisdiction over operation of the charter 

school or having authority to investigate or adjudicate allegations of misconduct by any member of 
the charter school’s staff;  

2. Collection and review of reports, audits, data, records, documents, files, and communication from any 
source relating to any activity or program conducted by or for the charter school;  

3. A site visit as described in R7-5-502; 
4. Annual academic performance review as described in R7-5-503; 
5. Annual audit and financial performance review as described in R7-5-504 and, if necessary, a the financial 

performance response intervention submissions as described in R7-5-509; 
6. Operational performance review as described in R7-5-505;  
7. Five-year-interval review of academic, financial, and operational performance, as described in R7-5-506; 

and 
8. Complaints as described in R7-5-507. 

C. A charter holder must report the following to the Board within 10 days of receipt or occurrence: 
 1. Any notice from a lender or landlord regarding default; 
 2. Filing a petition for bankruptcy; 
 3. Any notice from the Internal Revenue Service, Arizona State Retirement System, Arizona Department of 

Revenue, or Arizona Department of Economic Security regarding a tax lien, levy or garnishment; 
 4. Correspondence from an insurance provider related to cancellation of health or liability insurance due to 

nonpayment; 
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 5. Notice of termination of line of credit whether initiated by financial institution or charter holder when 
replacement credit line is not in effect; or 

 6. Withdrawals from debt service reserve funds. 
D. By September 1 of each year, each charter holder must notify the Board, in writing, of whether they have an 

agreement or contract with an education service provider for the current school year. If the charter holder has 
an agreement or contract with an education service provider, then the charter holder must provide: 

 1.  The name of the education service provider; and 
 2. A written statement describing the services provided to the charter holder’s charter school(s) by the edu-

cation service provider. 
E. Each charter school must conspicuously and permanently post a link on its website to the charter school’s ac-

ademic performance dashboard and the charter holder’s financial and operational performance dashboards on 
the Board’s website. For new schools, the link must be conspicuously posted by September 1 of the charter 
school’s first school year of operation. 

F. If the charter holder fails to submit or fails to timely submit the information required in subsection (C) or sub-
section (D) or fails to post the link required in subsection (E) on the charter school’s website, the failure shall 
be noted in the charter holder’s operational performance dashboard posted on ASBCS Online. 

CG. If the specified deadline has not passed, Board staff may grant a charter holder an extension to submit a 
CAP or other response required under subsection (C), subsection (D), subsection (E), R7-5-502(G), R7-5-
504(G), R7-5-505(D), R7-5-505(E), R7-5-506(B)(2), R7-5-507(C), or R7-5-509(B), or R7-5-509(F). In de-
termining whether to grant an extension, Board staff shall consider the following, as applicable: 
1. In determining whether to grant an extension, Board staff shall consider the following, as applica-

ble:Whether the charter school at issue was in session when the Board provided notice to the charter 
holder;  
a. Whether the charter school at issue was in session when the Board provided notice to the charter 

holder, 
b. Whether the charter school at issue was in session during the period provided in the notice for the 

charter holder to respond to the Board, and 
c. Whether additional time is required by the charter holder because of the number or complexity of 

matters to be addressed. 
2. Even if the specified deadline has not passed, Board staff shall not grant an extension for a financial per-

formance response required as part of the charter holder’s renewal application.Whether the charter school 
at issue was in session during the period provided in the notice for the charter holder to respond to the 
Board; and 

3. Whether additional time is required by the charter holder because of the number or complexity of matters 
to be addressed. 

 

 

R7-5-504. Annual Audit and Financial Performance Review 
A. By July 1 of each year, the Board shall make available on its web site written requirements regarding the audit 

each charter school is required to submit annually under A.R.S. §§ 15-183(E)(6) and 15-914. 
B. Before beginning the audit, a charter holder or the audit firm shall submit for the Board’s approval a copy of 

the audit contract the charter holder intends to execute with an audit firm. 
1. Board staff shall approve the audit contract unless the Board has knowledge that one of the following is 

applicable: 
a. A person employed by the audit firm has been convicted under federal or state law of a crime indicat-

ing lack of business integrity or honesty; 
b. The audit firm or supervising certified public accountant is subject to a current or pending discipli-

nary action or a regulatory action requiring the audit firm or supervising certified public accountant to 
complete conditions specified by an accounting industry regulatory body; 

c. The audit firm violates or fails to meet generally accepted auditing standards or generally accepted 
government auditing standards as identified by an accounting industry regulatory body; 
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d. The audit firm receives an opinion of “fail” during the audit firm’s most recent peer review; 
e. An auditor scheduled to work on the audit fails to meet the continuing professional education re-

quirements prescribed by generally accepted government auditing standards; or 
f. The audit firm fails to agree to adhere to the audit requirements specified in subsection (A). 

2. Within 10 days after receiving a copy of an audit contract under subsection (B), the Board shall provide 
the charter holder and audit firm written notice whether the audit contract is approved. 

3. If the Board disapproves an audit contract submitted under subsection (B), the Board shall include the 
reason for the disapproval in the written notice provided under subsection (B)(2). If the charter holder or 
audit firm provides documentation to the Board demonstrating the cause for the disapproval no longer ex-
ists, Board staff shall approve the audit contract and provide written notice to the charter holder and audit 
firm. 

C. A charter holder or the audit firm that conducts an audit for the charter holder shall submit the annual audit to 
the Board for a determination whether the audit is complete. Within five days after receiving the annual audit, 
Board staff shall provide the charter holder and audit firm written notice whether the audit is complete.  

D. Board staff shall find an audit is incomplete if it does not comply with all requirements specified under sub-
section (A) or if the audit is prepared by an audit firm that fails to meet the requirements under subsection 
(B)(1)(a)-(e). If Board staff finds an audit is incomplete, Board staff shall include the reason for the finding in 
the notice provided under subsection (C). If the charter holder or audit firm provides documentation to the 
Board demonstrating the reason for the finding no longer exists, Board staff shall find the annual audit is 
complete and provide written notice to the charter holder and audit firm. 

E. A charter holder that fails to submit timely a complete audit may be subject to charter oversight as specified in 
Article 6. 

F.  Board staff shall review each audit deemed complete. 
G. The Board shall annually calculate a performance rating for each charter holder using the Financial Perfor-

mance Framework, the annual audit submitted to the Board by the charter holder and the average daily mem-
bership calculations completed by the Department using student attendance data submitted to the Department 
by the charter holder. The Board shall make each charter holder’s financial performance dashboard publicly 
available and post it on ASBCS Online. 

GH. Board staff shall send notice to a charter holder after the audit is reviewed unless the Board has been noti-
fied the charter holder will not be operating during the next fiscal year.  
1. If the Board identifies an issue in the audit, Board staff shall direct the charter holder to address the issue 

and may require the charter holder to submit a CAP, as described in R7-5-510. 
2. The Board shall require a charter holder that receives a summative financial performance rating of “Inter-

vention” under R7-5-402 to prepare the financial intervention submissions as described in R7-5-509. 
HI. If Board staff identifies a serious impact finding in the audit, the charter holder shall be subject to charter 

oversight as specified in Article 6 unless the charter holder provides credible evidence to the Board that the 
charter holder’s next audit will find the charter holder in compliance. 

I. The Board shall annually calculate a financial performance rating for each charter holder using the Financial 
Performance Framework and the annual audit submitted to the Board by the charter holder. The Board shall 
make each charter holder’s financial performance dashboard publicly available and post it on ASBCS Online. 

 

 

R7-5-506. Five-year-interval Review 
A. As required under A.R.S. § 15-183(I)(3), the Board shall review a charter holder at five-year intervals for: 

1. Compliance with its charter, other contractual agreements with the Board, federal and state law, and this 
Chapter; and 

2. Achievement of the minimum performance expectations specified in Article 4. 
B. Board staff shall provide a charter holder with notice of a five-year-interval review. Board staff shall include 

in the notice: 
1. The information the charter holder is required to submit to the Board, 
2. The deadline by which the charter holder shall submit the required information, and 
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3. A request for the charter holder to identify dates within a specified time frame not conducive to an un-
scheduled academic-systems-review site visit. This includes dates of an early release, parent conferences, 
or school not being in session. 

C. The Board shall require a financial performance response, as described under R7-5-509, from a charter holder 
that does not meet the Board’s minimum financial performance expectations. 

DC. The Board shall require a charter holder to review and confirm information concerning the charter’s mis-
sion statement, program of instruction, instructional days, school calendar, charter representative, grade levels 
served, enrollment cap, principals, school site, and charter holder locations and, as applicable submit requests 
for appropriate post-charter actions as described in Article 3. 

ED. A charter holder that fails to submit the information required by the deadline specified in subsection (B) 
shall appear before the Board and may be subject to charter oversight as described in Article 6. 

FE. As part of a five-year-interval review, Board staff shall conduct an unscheduled academic-systems-review site 
visit, in accordance with R7-5-502, to gather evidence regarding the charter holder’s implementation of a 
comprehensive program of instruction and a method to measure pupil progress toward outcomes required in 
the charter. Using the information provided by the charter holder under subsection (B)(3), Board staff shall 
provide written notice to the charter holder of the two-week interval during which Board staff will conduct the 
unscheduled academic-systems-review site visit. 

 

 

R7-5-509. Financial Performance ResponseIntervention Submissions 
A. The Board shall require a charter holder assigned a summative financial performance rating of “Intervention” 

under R7-5-402 to prepare an initial financial response, quarterly financial reports and a June 30 quarterly fi-
nancial report.a financial performance response if the Board determines under R7-5-402(E) the charter holder 
does not meet the minimum financial performance expectations at one of the times specified in R7-5-
402(A)(2)(a)-(e). 

B. Board staff shall provide written notice to a charter holder that is required to submit an initial financial per-
formance response. Board staff shall ensure the notice includes the following: 
1. Information on how to access the charter holder’s financial performance dashboard, and 
2. The deadline, which will be set 30 calendar days from the written notice’s date, for submitting the initial 

financial performance response to the Board, and. 
3. The quarters that must be addressed in the charter holder’s initial financial response.  

a. If the written notice date is between October 1 and December 31, the initial financial response must 
address the quarter ending September 30. 

b. If the written notice date is between January 1 and March 31, the initial financial response must ad-
dress the quarters ending September 30 and December 31. 

c. If the written notice date is between April 1 and June 30, the initial financial response must address 
the quarters ending September 30, December 31 and March 31. 

d. If the written notice date is after June 30, the initial financial response must address the quarters end-
ing September 30, December 31, March 31 and June 30. 

C. Board staff shall review the initial financial response and prepare a report on the initial financial response. 
Board staff’s report will answer each of the following questions and briefly explain the basis for each an-
swer:For each measure for which a charter holder received a “does not meet standard” or “falls far below 
standard” during the most recent audited fiscal year presented in the financial performance dashboard and by 
the deadline specified in subsection (B)(2), the charter holder shall: 
1. Explain why the charter holder failed to meet the measure’s target in the audited fiscal yearIs there a 

sound explanation for why the charter holder underperformed on the Financial Performance Framework’s 
measures?, 

2. Explain the charter holder’s effort to improve its performance so it is possible to meet the measure’s tar-
get in the next fiscal year or a subsequent fiscal year, andDid the charter holder perform at a level just be-
low or well below the Financial Performance Framework’s measure(s) targets? 
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3. Provide evidence that supports the charter holder’s explanation and analysis under subsections (C)(1) and 
(2)In what direction is the charter holder’s financial health heading? 

4. Do the charter holder’s proposed or implemented actions address the problems that contributed to or 
caused the charter holder’s underperformance on the Financial Performance Framework’s measures and 
are they realistic to implement?. 

D. Board staff shall place the charter holder in the intervention tier that aligns with the following criteria: 
1. If the charter holder’s financial performance dashboard based on the most recent audit conducted under 

R7-5-504 indicates a rating of “below standard” for the going concern or default measure and indicates a 
rating of “approaches standard” on zero or more measures, then the charter holder shall be placed in in-
tervention tier 1 notwithstanding subsection (D)(5). 

2. If the charter holder’s financial performance dashboard based on the most recent audit conducted under 
R7-5-504 indicates a rating of “below standard” on two or more measures and indicates a rating of “ap-
proaches standard” on zero or more measures, then the charter holder shall be placed in intervention tier 1 
unless the charter holder is placed in intervention tier 2 under subsection (D)(5). 

3. If the charter holder’s financial performance dashboard based on the most recent audit conducted under 
R7-5-504 indicates a rating of “below standard” on one measure other than the going concern measure or 
default measure and indicates a rating of “approaches standard” on zero or more measures, then the char-
ter holder shall be placed in intervention tier 2 unless the charter holder is placed in intervention tier 1 un-
der subsections (D)(4), (D)(6), (D)(7), (D)(8) or (D)(9). 

4. If the report prepared by Board staff identifies a “No” as the answer to the question identified in subsec-
tion (C)(4), then the charter holder shall be placed in intervention tier 1. 

5. If the charter holder’s initial financial response supports that the charter holder has cured the default, then 
the charter holder shall either be: 
a. Removed from the intervention process if the default measure was the only measure for which the 

charter holder received a rating of “below standard” based on the most recent audit conducted under 
R7-5-504, or 

b. Placed in intervention tier 2 instead of intervention tier 1 if the charter holder had received a rating of 
“below standard” on only one other measure based on the most recent audit conducted under R7-5-
504. 

6. If the charter holder was required to submit a corrective action under R7-5-504(H)(1) based on the most 
recent audit conducted under R7-5-504 for failure to pay taxes or contributions due to the Internal Reve-
nue Service, Arizona Department of Revenue, Arizona Department of Economic Security or Arizona 
State Retirement System, failure to have sufficient cash at June 30 to cover the charter holder’s unspent 
Classroom Site Fund balance, or failure to maintain worker’s compensation insurance or liability insur-
ance, then the charter holder shall be placed in intervention tier 1. 

7. If the Board has substantiated in the audited fiscal year, subsequent fiscal year or both at least one com-
plaint involving late payroll checks to employees, or health insurance or liability insurance cancellation 
due to nonpayment or if the Board has substantiated in the audited fiscal year, subsequent fiscal year or 
both at least one complaint involving failure to make required retirement plan contributions or received 
notification from the Arizona State Retirement System of delinquent retirement contributions, then the 
charter holder shall be placed in intervention tier 1. 

8. If the charter holder has been required to make at least one submission under R7-5-501(C) in the audited 
fiscal year, subsequent fiscal year or both, then the charter holder shall be placed in intervention tier 1. 

9. If the charter holder’s performance fluctuates from a summative financial performance rating of “Inter-
vention” to a summative financial performance rating of “Adequate Standing” and then back to a summa-
tive financial performance rating of “Intervention” within the most recent three-year period, then the char-
ter holder shall be placed in intervention tier 1.  

DE. Within 60 30 calendar days after receiving an initial financial performance response or when the five-year 
interval review is closed out for a financial performance response submitted as part of a five-year interval re-
view, Board staff shall provide the charter holder with written notice that includes the following:that the re-
sponse is acceptable or not acceptable. Board staff shall find a financial performance response acceptable if it 
includes the explanations and evidence required under subsection (C). 
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 1. The charter holder’s intervention tier as determined under subsection (D); 
 2. The quarterly financial report requirements and submission deadlines; 
 3. The availability of Board staff’s report specified in subsection (C); and 
 4. Any differences identified between the calculations included by the charter holder in its initial financial 

response and those completed by Board staff.  
F. The submission deadlines for quarterly financial reports submitted subsequent to the initial financial response 

are as follows: 
 1. October 30 for the quarter ending September 30; 
 2. January 30 for the quarter ending December 31; 
 3. April 30 for the quarter ending March 31; and 
 4. July 30 for the quarter ending June 30. 
EG. For each quarterly financial report submitted subsequent to the initial financial response and prior to the 

June 30 quarterly financial report, Board staff shall determine the charter holder’s current performance and 
compare Board staff’s results to the charter holder’s calculation results. Within 30 calendar days of each quar-
terly financial report’s receipt, Board staff shall notify the charter holder in writing of:If Board staff finds a fi-
nancial performance response is not acceptable, the Board shall allow the charter holder to supplement the fi-
nancial performance response if the charter holder is in a process that requires the financial performance re-
sponse to be considered at a Board meeting. 

 1.  The submission deadline for the next quarterly financial report; and 
 2. Any differences identified between the calculations completed by the charter holder and those completed 

by Board staff. 
FH. If the Board allows a charter holder to supplement a financial performance response under subsection 

(E)Within 45 calendar days after receiving a June 30 quarterly financial report, Board staff shall: 
1. Include the deadline for submitting the supplemented financial performance response in the notice pro-

vided under subsection (D)Determine the charter holder’s probation status under R7-5-402(F)-(H); and 
2. Update the charter holder’s financial performance dashboard to reflect the charter holder’s probation sta-

tus; andFind the supplemented financial performance response acceptable if it includes the explanations 
and evidence required under subsection (C). 

3. Notify the charter holder of its probation status and, if applicable, the deadline for submitting the infor-
mation identified in R7-5-402(K)(2)-(3). 

I. For each charter holder placed in intervention tier 1 under subsection (D), Board staff shall visit each school 
operated by the charter holder to conduct a physical count of students and compare the information observed 
and obtained onsite with the number of students reported to the Department. Time permitting, Board staff 
may visit each school operated by a charter holder placed in intervention tier 2 under subsection (D). 

GJ. Board staff shall include the supplemented financial performance response and the determination made under 
subsection (F)(2) in the meeting materials provided to the Board. The charter holder’s initial financial re-
sponse, quarterly financial reports and June 30 quarterly financial report supplemented financial performance 
response and the Board staff’s report under subsection (C)Board’s final determination shall be posted on AS-
BCS Online. 

HK. If a charter holder fails to submit or fails to submit timely a required initial financial performance re-
sponse, required quarterly financial report or June 30 quarterly financial report, the failure shall be noted in 
the charter holder’s operational performance dashboard posted on ASBCS Online.  

 

 

R7-5-602. Oversight of Charter Schools Assigned a Letter Grade of “F” by the Department 
A. If the Department notifies the Board, as required under A.R.S. § 15-241, that a charter school has been as-

signed a letter grade of “F,” the Board shall require the charter holder to appear before the Board for consid-
eration of whether the Board will issue a notice of intent to revoke the charter under R7-5-607 or restore the 
charter to acceptable performance through a consent agreement under R7-5-606. 

B. Upon receipt of the Department’s notice under subsection (A), the Board shall provide written notice to the 
charter holder that the school has been designated a failing school. 
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C. Within 30 days after receipt of the notice provided under subsection (B), the charter holder shall: 
1. As required under A.R.S. § 15-241, provide written notice to the parents or guardians of all students at-

tending the school that the Department has assigned the school a letter grade of “F” because the school is 
demonstrating a failing level of performance. The charter holder shall provide to the Board a copy of the 
notice required under this subsection; 

2. Provide the Board with a list of the names and mailing addresses of the parents or guardians of all stu-
dents attending the school; and 

3. Ensure the charter school’s public communications that make a statement concerning the charter school’s 
academic performance, including the charter school’s web site and promotional materials, accurately de-
scribe the charter school’s most current annual achievement profile assigned by the Department.; and 

4. If notified the charter holder does not meet the minimum financial performance expectations, submit a fi-
nancial performance response as described under R7-5-509. 

D. If required, Board staff shall evaluate the financial performance response specified under R7-5-509. 
ED. The Board shall provide the charter holder with at least 72 hours’ written notice of the date, time, and lo-

cation of the public meeting at which the Board will consider whether to restore the charter to acceptable per-
formance or revoke the charter. In making this decision, the Board shall consider all relevant factors includ-
ing: 
1. Whether the charter holder complied fully with the provisions of subsection (C); 
2. Whether the charter holder failed to meet the minimum academic performance expectations based on stu-

dent achievement measures specified in the Academic Performance Framework; 
3. Whether the charter holder has demonstrated, under R7-5-508, sufficient progress toward achieving the 

minimum academic performance expectations; 
4. Whether the charter holder meets the minimum financial performance expectations: 
5. Whether the charter holder timely complied with Board requests for information and documents; 
6. Whether the charter holder’s historical compliance record indicates repeated or multiple breaches of its 

charter, other contractual agreements with the Board, federal or state law, or this Chapter; and 
7. Any other factor the Board determines has a bearing on the charter holder’s ability or willingness to com-

ply with the provisions of its charter, other contractual agreements with the Board, federal and state law, 
and this Chapter. 

FE. If the Board decides to restore the charter to acceptable performance, the Board shall enter into a consent 
agreement with the charter holder as provided under R7-5-606. If the Board decides to revoke the charter, the 
Board shall issue a notice of intent to revoke the charter as provided under R7-5-607. 

 


