
AGENDA ITEM:  Kachina Country Day School, Inc. 
 
 
At its meeting on July 12, 2010, the Board was provided a Renewal Executive Summary Report  prepared by staff 
and a Response prepared by Kachina Country Day School, Inc. (“Kachina”) for its consideration of Kachina’s 
request for renewal of its charter.  At that meeting, the Board denied the request for renewal on the basis that 
Kachina failed to complete the obligations of its charter and failed to comply with Title 15, Charter 1, Article 8, 
A.R.S.   
 
Specifically, the Board determined that Kachina, during the term of the contract, failed to meet the obligations of 
the contract or failed to comply with federal or state law when it: 

1. Failed to comply with the fingerprinting requirements in accordance with 15-183(C)(4); 
2. Failed to timely submit annual financial audits in accordance with A.R.S. §§ 15-183(E)(6) and 15-914; 
3. Failed to comply with State laws regarding Open Meeting Laws; 
4. Failed to comply with Federal laws requiring the Charter Holder pay taxes required to be deducted and 

withheld from the wages of its employees and related taxes into the Treasury of the United States. 26 
U.S.C. § 3401 et seq. (“Internal Revenue Code”); 

5. Failed to comply with State laws requiring the Charter Holder to submit Arizona income tax required to 
be deducted and withheld from the wages of its employees to the Arizona Department of Revenue; 

6. Failed to provide a Business Plan that identifies organizational structure of the charter holder; 
7. Failed to provide a Business Plan that addresses the fiscal viability of the entity for the continuation of the 

operation of a charter school; and 
8. Failed to comply with State laws regarding its issuance of Extracurricular Activities Tax Credits. 

 
The Board minutes from the July 12, 2010 meeting pertaining to the Kachina discussion state:   
 

6. Kachina Country Day School, Inc.  
 
Janece Kline, Executive Director, Cristie Kline, Business Manager, and Steve Prahcharov, Principal for 
Kachina Country Day School, Inc., addressed the Board. Mr. Prahcharov stated the Board had been 
provided a document in response to the Executive Summary for the school and discussed the acquisition 
of Stars Prep Academy and its current enrollment and staff. Mrs. Kline stated she was impressed with the 
diligence of the Board in the renewal process and stated she was the founder of the school and has been 
the executive director for over 40 years. Mrs. Kline stated that mistakes have been made and that they 
have learned from the mistakes along the way. Each mistake was attended to and corrective action was 
proposed and feels like most of the mistakes have been taken care of. Critical issue is that of an 
outstanding IRS obligation which is a major concern and a result of the financial swamp resulting from 
taking on Stars Prep Academy. The school is currently working out the problem with the IRS and 
anticipates being able to complete its obligations to the IRS in the remaining year of the charter. In 
addressing questions from Mr. Logan related to the IRS matter, Mrs. Kline stated she knew about the 
problem all along and it began in 2006 when Kachina took over Stars Prep. The school did not take on 
any IRS obligation of the previous charter, but became delinquent when meeting the other operating 
expenses. Ms. Cristie Kline stated that after establishing an installment plan, the school entered an offer in 
compromise and stopped making installment payments while waiting for a response from the IRS. Mrs. 
Kline confirmed that no further payments were made because they didn’t understand that they were 
required to do so. With regard to fingerprint clearance card violations, Mrs. Kline stated that the two 
issues were cleared up. The school had no response as to why it took 6 months of withholding to correct 
the matter. With regard to all of the previous violations included in the Executive Summary, Mrs. Kline 
stated that these are small things compared to all of the things the school does well. Mr. Logan stated that 
the areas of non-compliance are related to statutory requirements and that he would probably have to 
agree to disagree as to what the small things are. Ms Gifford commented that the Board has the obligation 
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to look at the totality of the school’s relationship with the State. Mrs. Kline provided information that the 
fingerprint committee was established a few months back. The audit committee was recently created. 
Mrs. Kline stated that she has recently brought people in to assist with the financial operations of the 
school and she feels like she has a competent staff in place. Taxes will be paid in the next year and thinks 
the payment will be approximately $6000 month for the charter school. In explaining the management 
structure for the separation of the private school from the charter school, Mrs. Kline stated they have 
always had a combined audit of both programs with separate payroll and separate budget tracking. This 
year the auditor suggested separate bank accounts. Mrs. Kline stated the private school has been the cash 
support for the charter school, but it always comes out on the right side of the ledger. The school board is 
a policy making board, with Mrs. Kline making recommendations which can be passed or rejected. The 
principals bring forward the recommendations. Mr. Butler stated that as stewards of state resources, there 
is a concern over the repeated compliance issues and the number of issues that require State attention.  
 
Ms. Gifford asked Assistant Attorney General Kim Anderson what the appeals process would be if a 
charter is not granted. Ms. Anderson stated that it would be an appealable agency action and would be 
similar to the application process. If the Board determines not to grant a renewal, the Board needs to 
establish a basis for the non-renewal. The information is provided to the renewal applicant and there is an 
opportunity to appeal the decision through a hearing. The hearing would be held. Ms Gifford asked for 
confirmation that there is no cure period like there would be for revocation, but rather the appeal would 
be based on whether the reasons for denying the renewal would be held up. Ms. Anderson confirmed the 
focus would be on reasons stated for denial and whether there was sufficient information to uphold the 
decision.  
 
Ms. Alvarado-Hernandez asked for confirmation that the school does not have the funds in reserves to 
pay the installment payments that were not paid to date. The school confirmed there are no reserves.  
 
MOTION  
Janna Day made a motion stating, based upon a review of the information provided by the applicant and 
the contents of the application which includes the academic performance, the fiscal compliance, and legal 
and contractual compliance of the charter holder over the charter term, I move to deny the request for 
charter renewal and to not grant a renewal contract for Kachina Country Day School, Inc. Specifically, 
the charter holder, during the term of the contract, failed to meet the obligations of the contract when it 
failed to comply with federal or state law when it: 1) Failed to comply with the fingerprinting 
requirements in accordance with A.R.S. §15-183(C)(4); 2) Failed to timely submit annual financial audits 
in accordance with A.R.S. §§15-183(E)(6) and 15-914; 3) Failed to comply with State laws regarding 
Open Meeting Laws; 4) Failed to comply with Federal laws requiring the Charter Holder pay taxes 
required to be deducted and withheld from the wages of its employees and related taxes into the Treasury 
of the United States. 26 U.S.C. §3401 et seq. (“Internal Revenue Code”); 5) Failed to comply with State 
laws requiring the Charter Holder to submit Arizona income tax required to be deducted and withheld 
from the wages of its employees to the Arizona Department of Revenue; 6) Failed to provide a Business 
Plan that identifies organizational structure of the charter holder; 7) Failed to provide a Business Plan that 
addresses the fiscal viability of the entity for the continuation of the operation of a charter school; and 8) 
Failed to comply with State laws regarding its issuance of Extracurricular Activities Tax Credits. Jake 
Logan seconded the motion.  
Motion passed unanimously  

 
On August 9, 2010, Kachina requested a formal hearing to appeal the Board’s decision.  The hearing is currently 
set to begin on January 3, 2011.   
 
On December 14, 2010, Kachina was provided notice that the Board will hold a public meeting to receive 
information regarding the progress of Kachina in addressing the matters identified in the Notice of Hearing on 
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Denial of Request for Renewal of Charter filed in 11F-RV-002-BCS in order for the Board to determine whether 
it wishes to reconsider its issuance of the Notice or to proceed with the hearing currently set for January 3, 4 and 
5, 2011.   
 
Kachina was notified it would have 15 minutes to present information to the Board and that any documentation 
Kachina would like the Board to have in advance of the meeting must be received in this office by close of 
business on December 16, 2010.  No materials were received.   
 
The Board is not conducting a formal hearing at this time, but is considering whether, based on the information 
provided, it wishes to proceed with the hearing scheduled in January 2011. 
 
Board Options – Motion Language: 

 Based upon the information in the application, academic performance over the charter term, fiscal 
compliance, and legal and contractual compliance, and additional information provided, I move to 
approve the renewal application and grant a renewal contract for Kachina Country Day School, Inc.  

 
 I move that the Board allow this matter to proceed to hearing in January as scheduled.   
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