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ESPIRITU Community Development Corporation

INTRODUCTION:

Fifteen years ago, we were the third group to receive a charter from the Arizona State Charter Board. We
have experienced the process of starting a charter school, the positives and negatives of school expansion,
the highs of receiving successful AZ Learns labels, the lows of being assigned a coach from the Arizona
Department of Education, and the highs again of then attaining Performing Plus Labels for our schools.

The improvements we have made are the result of a lot of hard work by faculty, staff, parents and students.
In addition our strategic alliance with the National Football League, the Arizona Cardinals, and La Raza
Development Fund, has helped us to build the campus we have today.

MISSION: Forming Renaissance Leaders for the Next Millennium
Educating the whole person: Body - Mind - Spirit

Physical: Beauty, State of the Art, and Stewardship

Intellect: Rigorous and Vigorous, College Ready and Global Standards

Spiritual: Ethical, Virtuous and Loving Servant Leadership; Respecting the Dignity of
the Person

HISTORY:

In 1990 violent crime hit a record high in our South Phoenix community. Within a quarter mile of us, 13
teenagers had been murdered and many more were the victims of stabbings, shootings, and other forms of
violence.

A group was formed to look for long-term solutions. They began to explore different strategies, and
through trial and error the group finally settled on a unigue Community Development Model. They came
to realize that the best way to ensure lasting and permanent improvements in a community was through the
development of its people: forged from overcoming adversity, and willing to offer their skills to benefit the
greater good.

The group looked to one of its own and saw the profile and example of the type of leader they wanted to
form. From the exemplary life of Reyes Maria Ruiz, “Papa Reyes”, they adopted a “Servant Leader”
model; leadership through service. When Reyes was a young boy of seven, his father was run over by a
truck while walking to work. Eleven days later his youngest sister died from illness and together, these
traumas prevented him from finishing his formal education. During this difficult time he sought solace in
his faith and took on the middle name, Maria (Mary), which would serve as an inspiration for the name of
the future Community Development model, “MaryTown”.

In January of 1995 the group created ESPIRITU Community Development Corporation, a non-profit
organization, with the expectation that future leaders could change communities using a non-authoritative
leadership style. Within a year, a charter school was built to provide this unique educational experience,
and a partnership with the National Football League was forged to launch the Youth Education Town
(NFL-YET) on the same campus. Next, the group was invited to expand its model on an international
level. New leaders from other parts of the world came to form part of the ESPIRITU team.





ESPIRITU began to implement its “Servant Leadership” development model, which focuses on bringing
together the various talents of individuals, forming them, then sending them in teams to assist other
communities change their circumstances and teach them to become self-sustaining. A servant leader’s
primary function is to facilitate the coordination of various projects based on service to others, with strong
moral and values-based foundations.

ORGANIZED INTO SIX SCHOOLS:

In order to better organize the quality of instruction, Espiritu Charter Operator petitioned the State Charter
Board in 2009/10 to change the organization of our schools from three to six small schools, each with its
own theme and identity. Each will be located on a 15-acre campus in South Phoenix and adhere to the
Arizona State Standards.

1. Esperanza Montessori Academy - K - 3" grade

The Montessori educational philosophy is that children are born with a natural love of learning. The teacher
guides the instruction of the child by introducing concepts at appropriate times. It has four major areas of
concentration: practical life, sensorial (hands on), mathematics, and language.

2. Los Milagros Academy - K - 3™ grade

The curriculum has as its foundation the Traditional Classical philosophy of education. This level
(Grammar) would focus on memorization of basic facts, acquisition of language, and history.

3. Reyes Maria Ruiz (RMR) Academy - Grades 4-6

The primary educational goal for this school is to expand a child’s knowledge in all areas with critical
thinking and problem solving development.

4. NFL YET Academy — Grades 7-8

Through an operating agreement with the National Football League, the “Youth Education Town” (NFL-
YET) provides a unique environment which develops students into high performing, critical thinkers, who
will be proficient in leadership, language, reading, writing, and math. We cultivate charity, service, and
respect for the personal beliefs of others and promote a sense of civic responsibility through our Servant
Leadership courses.

5. ESPIRITU International College Prep Academy — Grades 9-12

This program is for select students who demonstrate the desire, ability, and heart to change the world. The
students must demonstrate mastery in Leadership Formation, Community Development Methodology, and
Project Management. They would also be expected to demonstrate competency in a Foreign Language,
Mass Media, and Computer skills. In order to graduate, the students should be able to manage and
complete a minor (local) project, and advanced students (grades 11-12) should be able to manage and
complete a major (international) project.

6. Aim Higher Honors School — Grades 7-12

The Aim Higher Honors School is similar in purpose to the ESPIRITU International College Prep

Academy, however the environment is more academically challenging with a highly structured

environment designed to prepare them for success in four-year Colleges and Universities. Students would
| be eligible for foreign exchange and summer institute programs.





DATA SELF-ANALYSIS:

The Process of Analysis:

The Data Self-Analysis was conducted on data covering the last five years of the district’s operations. We
compiled the Reading and Math AIMS test scores of every current student tested over the last five years.
The data analyzed was when the district was organized into three schools. Students were placed in the four
main categories:

1. Students who have exceeded the standards.

2. Students who have met the standards.

3. Students who have approached the standards.

4. Students who have fallen far below (FFB) the standards.

We generally viewed the passing rates of the overall grade level (Pass Rate Analysis) and how much each
of those grades has improved over the five years analyzed (Growth).

We also conducted another growth analysis this time comparing those students who have attended
Espiritu’s schools for more than three years to the overall population tested. We also looked at the growth
in passing rates for this population as well to verify if passing rates increase the longer students attend with
us. For the purposes of the growth analysis, all grades were combined rather than an analysis of individual
schools. We divided them into the two groups and compared their scores and hypothesized that the longer
a student attends our schools the more their test scores will increase. We did verify that the longer students
stay with us, the more progress they show.

It should be noted that during this time we had a high rate of student mobility in the upper grades. In the
last five years, 675 students have passed through our schools in grades 7" — 12" and only 196 of these
students are still with us.

When we conducted a Pass Rate and a Growth Rate analysis, the objective was to identify key historic
trends for the last five years of scores. In the first three years, we saw three successive years of declining or
stagnant passing rates followed by vastly improved passing rates; this is especially evident in the lower
grades. The upper grades, especially the Junior High had volatile passing rates. We attempted to identify
what factors led the same schools to score so poorly in some years to then dramatically turn around for
other years. Our goal was to identify and discontinue the causes for academic underperformance and
similarly identify the practices that lead to our improvement so we could replicate and improve upon them.

We also analyzed and focused on two key grades and subject areas; third grade Reading and eighth grade
Math. In the Morrison Institute Report on Beat the Odds_schools, they describe these test scores as best
reflecting critical junctures of learning. We paid special attention to the reading scores for all third grade
students over the last five years, and the math scores for all eighth grade students during the same time
period. Despite not having AIMS data for children in grades K — 2 we could at least draw inferences about
the instructional capacity for Reading in grades K — 2.

Finally, for the upper grades (9" — 12") we analyzed the percentage of students who passed AIMS by 10"
grade. This would give us an indication of how we measure against other Arizona schools, since all
students are expected to pass AIMS by 10" grade.

In this academic year, 2009/10, 100% of all students who have been with us for more than three years
passed the AIMS reading test by 12" grade, and in Math, 79% passed.





Grades K — 6 Reading & Math General Overview:

The past five years of academic performance for grades K — 6 can be divided into two time periods: the
first three years ending in 2006/07 and the two years following. In 2006/07 an ASSIST coach was assigned
to the school by the Arizona Department of Education. The school administration was required to develop
an Arizona School Improvement Plan for the Elementary school, in which they created one for the Primary
and Upper grade schools as well.

As can be seen from the tables below, the first three years for grades K-6 can be best described as having

declining and/or stagnant AIMS student passing rates. During this period grades K-6 experienced their
lowest level of passing in both reading and math.

Table 1 - 3 Year AIMS Passing Rates for Grade 3

Esperanza Montessori Academy

GRADE 3
Years 2004/05 2005/06 2006/07
Reading 29% 19% 27%
Math 41% 21% 24%

Table 2 — 3 Year AIMS Passing Rates for Grades 4-6
RMR Academy

GRADE 4
Years 2004/05 2005/06 2006/07
Reading 20% 49% 20%
Math 27% 36% 26%

GRADE 5
Reading 48% 37% 27%
Math 55% 36% 35%

GRADE 6
Reading 40% 39% 40%
Math 45% 36% 44%






The two following years, 2007/08 and 2008/09, saw vastly improved passing rates for both reading and
math. From 2006/07 to 2008/09 reading increased by the following: third graders 21%, fourth graders
31%, fifth graders 15%, and sixth graders 4%. The two-year increases in math were: third grade 28%,
fourth grade 27%, fifth grade 11%, and sixth grade 19%.

Table 3 — AIMS Passing Rates for Grades K-3

Esperanza Montessori Academy
GRADE 3
Years 2007/08 2008/09
Reading 49% 48%
Math 53% 52%

Table 4 — AIMS Passing Rates for Grades 4-6

RMR Academy
GRADE 4
Years 2007/08 2008/09
Reading 33% 51%
Math 49% 53%
GRADE 5
Reading 44% 42%
Math 38% 46%
GRADE 6
Reading 41% 44%
Math 76% 63%

As can be seen below, the trend shows decreasing/stagnant passing rates during the first three years
analyzed, and vastly improved, upward trending passing rates beginning school year 2007/08.

4th Grade AIMS Reading & Math Results
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3" Grade AIMS Results Analysis — Reading & Math

Reading:
The overall trend for reading for third grade students were stagnant passing rates for the first three years

and increases in the last two. The percentage of students who exceeded AIMS increased from 0 to 7% over
the course of the five years. The percentage of students falling in the “FFB” category decreased from 33%
to 21%, with an average of nearly one quarter of students falling in this category each year throughout the
past five years. At the two extremes, the overall percentage of students who exceeded increased and
students who are FFB decreased.

As can be seen below, the analysis of the past five years for reading demonstrated increased pass rates from

29% to 48%. Despite these dramatic improvements, however; half of all 3" grade students are still not
proficient in Reading and 1/5 are classified as “FFB” upon completing the third grade.

Table 5 - Last 5 Years AIMS Results - READING

Year | #Students | Exceeds | Meets | Approach | FFB | % Passed
THIRD GRADE
2004/05 51 0 15 19
2005/06 80 0 15 53
2006/07 63 2 15 32
2007/08 76 2
2008/09 58 4

Math:

The overall trend for math was decreased passing rates for the first three years and increases in the last two.
The percentage of students who exceeded AIMS increased from 4% to 7% over the course of the five years.
Students falling in the “FFB” category slightly decreased from 31% to 29%, averaging nearly one third of
students each year throughout the past five years. At the two extremes, the overall percentage of students
who exceeded increased and students who are FFB stagnate decreased.

As can be seen below, the analysis of the past five years for math demonstrated increased pass rates from

41% to 53%. Despite these increases in the pass rates, half of all 3" grade students are still not
proficient in Math and 1/3 are classified as “FFB” upon completing the third grade.

Table 6 - Last 5 Years AIMS Results - MATH

Year # Students | Exceeds | Meets | Approach | FFB | % Passed
THIRD GRADE
2004/05 51 2 19 14 41
200500 [NGOMIN o | v | 21
2006/07 63 1 14 21 24
2007/08 76 5 35 22
2008/09 58 4 26 11






4-6 Grade AIMS Results Analysis — Reading & Math

Reading:
Generally the same pattern occurs in these grades, with 6™ grade being the exception. In 2005/06 a

sudden influx of new students occurred; a net gain of 50 new students — the equivalent of two new
classrooms for a school which had a previous population of 150 students. Overall population increased
by 33 percent. The following year all grades experience a drop in pass rates; although 6" grade only
decreased one percent

The overall trend for reading for grades 4-5 were very low passing rates for the first three years, with year
2006/07 being the low point, and increases during the following two years. 6" grade reading passing rates
were stable, however still below average. The percentage of students falling in the “FFB” category
decreased 16% in both 4" and 6™ grade. The percentage of 5™ graders categorized as “FFB” increased by 5
percent, but maintained the lowest overall average — 17 percent.

Despite these improvements, however; half of all 4-6 graders are still not proficient in Reading.

Table 7 — Last 5 Years AIMS Results - READING

Year # Students | Exceeds Meets Approach FFB |% Passed
FOURTH GRADE
2004/05 30 0 6 13 11 20
2005/06 0 27 23 5 49
2006/07 70 0 14 32 24 20
2007/08 51 1 16 18 16
2008/09 81 1 40 24 16
FIFTH GRADE
2004/05 33 0 16 12 5 48
2005/06 1 24 33 9
2006/07 48 0 13 24 11
2007/08 50 2 20 20 8
2008/09 59 2 23 22 12
SIXTH GRADE
2004/05 86 3 31 30 22
2005/06 77 0 30 33 14
2006/07 55 0 22 22 11
2007/08 46 0 19 22 5
2008/09 62 0 27 29 6






Math:

As previously stated, 2005/06 shows a sudden influx of new students: a net gain of 50 new students —
the equivalent of two new classrooms for a school which had a previous population of 150 students.
Overall population increased by 33 percent. The following year all grades experience a drop in pass
rates, although 6™ grade increased in its passing rate

Table 8 —Last 5 Years AIMS Results - MATH

Year # Students Exceeds | Meets Approach FFEB | 9% Passed
FOURTH GRADE
2004/05 30 0 8 13 9 27
2005/06 4 16 19 16 36
2006/07 70 1 17 24 28
2007/08 51 9 16 10 16
2008/09 81 8 36 14 23
FIFTH GRADE
2004/05 33 1 17 9 6
2005/06 3 21 25 18
2006/07 48 1 16 15 16
2007/08 50 0 19 18 13
2008/09 59 2 25 17 15
SIXTH GRADE
2004/05 86 6 32 19 28 45
2005/06 77 0 27 22 27 36
2006/07 55 2 22 11 19 44
2007/08 46 9 26 7 4
2008/09 62 4 35 14 9

The overall trend for math for grades 4-6 were low passing rates for the first three years, with year 2006/07
being the low point, and increases during the following two years. 6" grade experienced the largest
increase in passing rates. The percentage of students falling in the “FFB” category decreased 2% and 18%
in both 4™ and 6" grade, respectively. The percentage of 5" graders categorized as “FFB” increased by 7%
in, but maintained the lowest overall average - 17%.

2004/05 6th Grade AIMS Results - Math 2008/09 6th Grade AIMS Results - Math
7% 15% 6%

33%

38% 22%

22%

BExceeds ™ Meets Approaches B FFB mExceeds ™ Meets Approaches = FFB

Although half of all 4-5 graders were still not proficient in Math, 63% of 6™ graders were proficient.





Grades 7-8 Reading and Math General Overview:

Although in the lower grades we saw a general pattern in scores (decreasing the first three years, with
increasing scores the last two years), the Junior High passing rates were much more volatile. Being that the
schools are on the same site it was expected that they would follow an identical pattern in both reading and
math, however, there were some noticeable differences.

In these grades, student population is unstable — as can be seen from the charts below — and scores are
equally as volatile. Seventh and eighth grade math and reading passing rates generally follow the same
pattern, although there are a few points where they differ. What continues to be alarming is that proficiency
rates have not yet exceeded beyond 57% in either grades for both reading and math.

Overall we see a healthy increase in student population during the first three years and a steady decrease
during the following years for 7" and 8" grade. Also what we see are very volatile passing rates from year
to year, especially in the 8" grade.
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7 — 8 Grade AIMS Results Analysis — Reading and Math

Reading:
In these grades, the pattern that occurs is an unstable student population. We see a healthy increase in

student population during the first three years and a steady decrease during the following years for 7" and
8" grade. Also what we see are very volatile passing rates from year to year, especially in the 8" grade. 8"
grade reading appears to follow the same trend as the lower grades wherein the passing rate bottoms out
during the 2006/07 year and we see a rapid incline in the subsequent years. Again we see scores decreased
in the last year, hence the volatility.

The overall trend for reading for grades 7-8 were low passing rates for the first three years, increases during
the following year and slight stagnation and drop-off during the following year. The percentage of students
falling in the “FFB” category remained low for both grades decreasing from 11% to 7% for 8" grade
although slightly increasing from 5% to 13% for 7" grade, over the five year period.

Although passing rates have increased over the past three years; more than half of all 7*" graders and half
of 8" graders are still not proficient in Reading.

Table 9 —Last 5 Years AIMS Results— READING

Year | # Students | Exceeds | Meets | Approach | FFB | % Passed
SEVENTH GRADE
2004/05 1 30 23
2005/06 0 25 27
2006/07 2 26 25
2007/08 1 24 21
2008/09 2 23 30
EIGHTH GRADE
2004/05 3 32 23
2005/06 0 28 28
2006/07 1 29 42
2007/08 0 39 21
| 2008/09 2 28 20

(7-8 Reading Continued On next page)
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As can be seen in the graph below, reading scores for Junior High decrease to low passing rates over the
course of the first three years. They begin to ratchet up the two subsequent years, although 7™ grade
passing rates decline back to previous levels.
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Math:

In these grades, the pattern that occurs is an unstable student population. The math passing rates reveal a
different pattern. During the 2005/06 year, both grades experienced their lowest passing rates over the
course of the past five years. Both grades followed up with increased passing rates the following year,
during which the seventh grade class had the highest scores in a year when all other grades in all three
schools had the lowest scores in math. During the final two years of the analysis, the passing rates appear
to be stagnated and settle at a relatively lower level.

The percentage of students who exceeded the standards increased by 10% and maintained at 5% for 7" and
8" grade, respectively. The percentage of students falling in the “FFB” category remained high for both
grades. 7" grade “FFB” rates remained unchanged at 25% and they slightly decreased from 26% to 21% for
8" grade over the five year period. Math being a key indicator for Junior High, this trend is rather
alarming.
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More than half of all 7" graders and 62% of 8" graders are still not proficient in Math.

Table 10 - Last 5 Years AIMS Results - MATH

Year | # Students | Exceeds | Meets | Approach | FFB| % Passed
SEVENTH GRADE
2004/05 57 3 26 13 15 51
2005/06 2 28 16 30
2006/07 1 40 17 14
2007/08 2 21 15 9
2008/09 9 21 17 16

EIGHTH GRADE

2004/05 65 3 30 15 17 51
2005/06 66 1 22 18 25
2006/07 5 27 23 27
2007/08 1 29 17 22
2008/09 1 19 22 11

As can be seen below, the trend shows decreasing passing rates during the first year, followed by increased
and decreased passing rates succeeding years.
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Grades 10 Reading and Math General Overview:

The 10™ grade reading passing rates had been traditionally strong for all five years of the analysis, starting
the first year with a passing rate of 78% and finishing five years later at decreased rate of 64%. The
reading passing rates have followed an up and down pattern, but maintaining well above 60%.

10™ grade math passing rates followed a similar up and down pattern, however; during the last year
analyzed passing rates dropped to its lowest point of 53%.

Reading:
Reading passing rates have generally followed an up and down pattern over the course of the past five

years, but passing rates followed a downward trend during the first three years. Although passing rates
have followed this trend, they have remained relatively high with the lowest point being in the mid sixties,
as seen below in Table 12.

The percentage of students who exceeded the standards has generally stayed around 5% of the 10" grade
population. Those who fell below the standards generally stayed at approximately 8% of the 10™ grade
population.

Although reading passing rates have remained relatively high, nearly 30% of remaining students each
year would still need to pass reading during 11" and 12" grade in order to graduate.

Table 11 —Last 5 Years AIMS Results - READING

Year | # Students | Exceeds | Meets | Approach | FFB | % Passed
TENTH GRADE
2004/05 3 23 4 3
2005/06 1 38 11 1
2006/07 2 29 12 6
2007/08 4 28 8 2
2008/09 2 32 13 6

The graph below outlines the up and down trend in 10" grade reading passing rates.
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Math:

The 10™ grade passing rates in Math have been steadily declining over the past five years. While at first
they follow an up and down trend, they have decreased the past two years to its lowest point of 53%
proficiency. Scores had remained relatively high until the past year.

Student proficiency rates have declined by 24% during the course of this analysis. This is compounded
further by the proportion of “FFB” students doubling from 11% to 22% over this same time frame. Student

exceed rates have been cut in half from 11% to 6% in this same timeframe.

Although math passing rates relatively high during the initial years of the analysis, nearly half of students
last year would still need to pass math during 11" and 12" grade in order to graduate.

Table 12 - Last 5 Years AIMS Results - MATH

% Passed

Year | # Students | Exceeds | Meets | Approach | FFB
TENTH GRADE
2004/05 4 23 4
2005/06 7 25 5
2006/07 4 27 4
2007/08 4 23 6
2008/09 3 24 13

As can be seen below, 10™ grade math passing rates have seen a downward trend over the course of

this analysis.
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All Grade Growth Analysis

Reading
For the purposes of the growth analysis, all grades were combined rather than an analysis of individual

schools.

An additional important factor is the length of time a student spends with us. In general, the longer a
student stays with us the higher the pass rate. We looked at students who are still attending with us and
have attended Espiritu 3 years or more. We analyzed their overall passing rates in reading. As can be seen
below, the growth rate of students who have been with us for more than three years is 34% for 5™ grade,
28% for 6™ grade, 28% for 7™ grade, and 12% for 8" grade.

Overall, those students who have attended show tremendous growth in their passing rates. None of the
grades have exemplified a decline in the pass rate for reading. This shows that the longer a student attends
their passing rates will continue to improve. These students also have a higher pass rate in comparison to
the general population.

Table 13 — Pass Rate for Students Attending More Than 3 Years - READING

Grade | Year | # Students | Exceeds | Meets | Approach | FFB | % Passed
FIFTH GRADE
3 | 2006/07 33 0 7 15 11 -
4 |2007/08 33 5 11 6 11 49
5 | 2008/09 33 2 16 7 8 55
SIXTH GRADE
4 | 2006/07 27 0 5 16 6 -
5 |2007/08 28 0 15 12 1 54
6 | 2008/09 28 0 13 14 1 46
SEVENTH GRADE
5 | 2006/07 23 0 9 10 4 !
6 |2007/08 25 0 9 16 0 36
7 | 2008/09 24 0 16 6 2 67
EIGHTH GRADE
6 | 2006/07 27 0 15 9 3 -
7 | 2007/08 26 0 13 13 0 50
8 | 2008/09 27 1 17 9 0 67
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As can be seen from the chart below, those students who have attended Espiritu’s schools for more than 3
years have better overall passing rates for reading.

Student Pass Rate Comparison - Reading
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Math:

We looked at students who are still attending with us and have attended Espiritu 3 years or more. We
analyzed their overall passing rates in math. As can be seen below, the growth rate of students who have
been with us for more than three years is 21% for 6™ grade, 48% for 7" grade, 37% for 8" grade, and -6%
for 9™ grade.

Overall, those students who have attended show tremendous growth in their passing rates. None of the
grades have exemplified a decline in the pass rate for math except for eighth grade. This shows that in
general the longer a student attends their passing rates will continue to improve. These students also
generally have a higher pass rate in comparison to the general population.

Table 14 — Pass Rate for Students Attending More Than 3 Years - MATH

Grade | Year | # Students | Exceeds | Meets | Approach | FFB | % Passed

FIFTH GRADE

3 2006/07 32 1 7 17 8 -

4 2007/08 33 1 9 15 8 30

5 | 2008/09 33 2 14 14 3 48
SIXTH GRADE

4 2006/07 28 0 4 16 8 -

5 2007/08 29 0 10 14 5 34

6 2008/09 29 0 19 8 2 66
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SEVENTH GRADE

s |

2006/07 23 1 10 10

2007/08 24 6 15 3

2008/09 25 6 15 4
EIGHTH GRADE

2006/07 24 2 9 6 7

2007/08 25 2 10 8

2008/09 26 1 9 14 2

The chart below indicates that students passing rates are relatively similar for those who have attended
Espiritu’s schools for more than 3 years. There is a rather large difference for those in seventh grade.
Overall, students attending more than 3 years have a slightly better overall passing rate for math.
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ESPIRITU Community Development Corporation

UNDERLYING REASONS FOR PERFORMANCE

ESPIRITU Community Development Corporation as the Charter Holder and operator of the charter
contract with the State of Arizona Charter Board, has identified the following reasons for the lack of
Academic Performance. A brief history of each issue, including the school’s response and current
status, is included below.

1. An incomplete research based, standards aligned curriculum for Reading and
Math.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

From 2004-2007 the district had attempted to create its own in house curriculum, but after several
years of low achievement, the district purchased a complete researched-based, standards-aligned
curriculum for grades K — 8 in 2007-08. Textbooks were purchased for grades 9 — 12 in a district
attempt to begin a rigorous and vigorous college ready curriculum. While teachers in these upper
grades had new textbooks, they still had to shoulder the responsibility of creating pacing calendars that
aligned to state standards. The new textbooks, Merrill Pre-Algebra, acquired by the district for the
high school were outdated; therefore, they did not align with the current Arizona Academic standards.
The purchased textbook contained a copyright date of 1995 and as a result did not fully reflect the
performance objectives stated in the standards.

School Response:
Identify a list of solutions for addressing elimination of barriers, policies, and past practices that
inhibited adequate performance.

At the end of 2007-08, $300,000 was invested in new curriculum, text books and internal assessment
software. The curriculum of “Investigations” Math and “Harcourt” reading was a researched-based,
standards aligned curriculum. In addition, the “Buckle Down” and “Skill Bridge” AIMS Preparation
materials were purchased to help instructors properly prepare the students for AIMS.

At the beginning of the Academic Year 2009-10, an Academic Plan was adopted by the Governing
Board. Specific Academic goals were established in Reading and Math for each school, teacher, and
student.

Administration established regular meetings with the Mentor (Master) Teacher Council to establish a
history of what curriculum components had been purchased for Reading and Math for each of the
different school grades. In addition, an inventory of the curriculum was conducted, and an analysis
made of whether the different grade levels were conducting vertical planning sessions and whether
those planning sessions were data driven and effective.
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Current Status:

For grades K- 6, our overall instruction still lacks a focus in providing remedial Reading for FFB
students. A seamless transition is absent in Reading and Math, from grades K to 3, to grades 4-5-6,
grades 7 & 8, and High School.

In addition the curriculum and daily classroom instruction has yet to incorporate the elements of
Character-Based Servant Leadership Formation, and the Trivium Classical Education Model.

19





2. Our internal assessments and data analysis were inadequate for assessing student
performance in a timely way so that Teachers could adjust their instruction.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

Before 2006/07 the district had attempted to create its own data management system (SMART) but the
effort stalled after two to three years.

There is generally a lack of rigorous data analysis of student achievement; it is still a hard copy system
which is not a web accessible for immediate feedback for faculty or students. Data analysis was not
used to determine adjustments to academic instruction for many “FFB, ELL, and SPED” students.

School Response: Identified list of solutions for addressing elimination of barriers, policies, and past
practices that inhibited adequate performance.

In 2007/08 the district purchased a proven student data base management system, “School Master”.

At the beginning of the Academic Year 2009-10 an Academic Plan was adopted by the Governing
Board. Specific Academic goals were established in Reading and Math for each school, teacher, and
student. Next, an analysis of the previous year’s data was conducted and a baseline measure was
established for AIMS pass rates and growth, AMO, ELL, and SPED.

Academic Goals for 2009/10:
e Create a culture of developing Math and Reading strategies based on student achievement data.

e The overall percentage increase of students passing AIMS:
O Yearl-5% Year2-9% Year 3-13%
e In each classroom increase of the number of students in “Excelling” 5%
e Ineach classroom decrease the number of students in “Falls Far Below” 8%
e The increase of the number of students who will improve their AIMS scores even if they do not
pass the exam. — 100% (AYP)
e The ELL goal is to increase Language scores in AZELLA by 12% each year.
e The SPED goal is timely and correct placement of students within this learning path.

Each teacher was required to conduct an analysis of the students in their classroom and present to an
administrative planning committee their AMO goals. Each faculty member presented a folder with the
number and names of each child which would fall into the category of excelling, meets, and
approaches. Students who were Falls Far Below had to be identified and specific strategies for
academic improvement had to be presented.

An Individual Learning Plan (ILP) had to be presented for each student and communicated to all
parents. The ILP components had to include the following information.
e What level should the student be, according to the Arizona standards?
e What is the student’s present level?
e What is_the strategy to continue to challenge the student to perform above level, or bring him or
her to the desired performance level?
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Current Status:

There is no vertical or horizontal teacher planning time, nor does that culture exist in the three schools.
Kinder teachers do not plan with first grade teachers, who do not plan with second grade teachers, etc.,
and schools do not plan among themselves.

A culture of rigorous analysis of student data achievement is only emerging, and more professional
development is vital to continue the initial steps.

The process for academic accountability has to be developed for the upper grades (7-12) because they
are not self-contained. Several sessions have been conducted with the teachers in the upper grades.

This past year the Student Registrar left and has been temporarily been replaced. This summer
multiple staff and faculty members will become certified in the Student Master data based system, and
the data will be merged with the updated website so data are more easily accessible and strategies more
easily communicated.
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3. The number of students who need ELL services in the primary grades has
increased and an effective academic plan must be developed.

In addition ELL students were not properly categorized until the end of last year, they were not placed
in pull out programs in 2008/09 and AIMS pass rates still increased. This year there are only 11
students in the 7" and 8" grade ELL classroom, all other k — 6™ grade students are in self-contained
classrooms. Arguably growth rates would have been higher if students had been timely identified and
placed in the ELL program. This area will need further analysis.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

The district still lacks an adequate ELL curriculum and Language Department. ELL Classroom
structure and curriculum has not be differentiated in the past from the general curriculum.

How we tried to fix the problem

School Response: Identified list of solutions for addressing elimination of barriers, policies, and past
practices that inhibited adequate performance.

Beginning 2009-2010, the district implemented that all ELL teachers must be highly qualified and
receive a full SEI Endorsement, not a provisional. As a result, the district made a conscious effort to
begin the ground work to establish a rigorous and vigorous Language Department curriculum.

As part of the ELL curriculum, the district adopted an ELL Lesson Plan format that sheltered the SEI

model and accompanied the DSI component. The district began to correctly identify and monitor ELL
students and track their progress in correlation to teacher accountability.

Here is where we are now

Current Status:

There is over 150 ELL students currently identified in the district. Our ELL Lesson Plan is Arizona
Department of Education and OELAS approved. Our mandated five our time allocations contain
rigorous and vigorous language development.
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4. High teacher turnover and lack of Montessori certified and teachers have
Impacted Reading instruction.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

The constant turnover of teachers, sometimes two to three teachers during the year, has drastically
impacted student’s learning. The inconsistency in teaching style together with the trauma of adjusting
to new teacher has been detrimental to student’s learning ability. This is reflected in their poor reading
scores.

Due to lack of qualified teacher and/or teachers leaving mid year has forced the school to
accommodate students from different grades in one classroom with the teacher splitting time between
grades. Such an environment has added to discipline challenges not to mention student’s inability to
concentrate and learn. Unfortunately, this is a common occurrence.

Additionally, the program has lacked consistent administrative oversight and accountability, this has in
many cases resulted in hiring of sub-standard or uncertified teachers. At the same time there are no
processes or procedures to hold teachers accountable for not attaining their degrees or Montessori
certifications.

Importantly, the program in past three years added the 2" and 3™ grades without appropriate academic
preparations either for curriculum or qualified teachers.

School Response: Identified list of solutions for addressing elimination of barriers, policies, and past
practices that inhibited adequate performance.

1. Three years ago Esperanza Montessori Academy sent three teachers to Albanesi Educational
Center, a Montessori training center in Texas, for professional development and certification.

2. In 2009/10 the District reviewed the personnel files of Teachers in the district for Highly Qualified
Status. After the evaluation the school was advised to develop a plan to place all of their present
teachers who were Highly Qualified into a Montessori certification process. And for those teachers
who were Montessori certified to enroll in a university immediately to receive their four year
degree by a determined date.

3. As of 2009/10 the district has required the school to hire only Highly Qualified Teachers in the
future, and to maintain consistency in the classroom by minimizing teacher turnover.

4. In 2009/10 the District applied to the Arizona Charter School Board to create two separate K-3
schools, thereby separating the Montessori and Non-Montessori curriculum, environments and
culture to match the actual current operations.

Current Status:

Last year the Montessori was expanded to increase in the number of 2™ grade students, and to add 3"
grade students to the campus under the condition that teachers become Montessori certified and that
AIMS Reading Pass Rates be sufficient to maintain the Performing Plus Label, and meet AYP.
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Because the Montessori certification process has lagged and two of the current teachers did not
become Highly Qualified, the district has asked the school to submit a plan and strategies to ensure that
all teachers become Montessori certified and Highly Qualified within the next three years.

3. This is the first year (2009/2010) 3" graders are taking AIMS tests.
4. The reading scores are measurably below the required minimum.
5. There lacks a seamless transition for students who promote from the Montessori campus to the

Non-Montessori school, impacting Reading instruction for these children.
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5. The high loss and entry of 7" and 8th grade students has disrupted school culture,
caused an increase in discipline issues, and adversely affected academic
performance.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

In the upper grade school a couple of factors interrupted academic performance, first, high student
mobility, this disrupted school culture and increased discipline issues.

Second, each year there was a reallocation of teachers and instructional capacity on emergent needs of
new students. Inconsistent teacher assignments (i.e., not having the same teachers teach the same
subject matter year after year) have resulted in inconsistent Academic Performance. Caused instability
in the academic cohorts, and changed long-term instructional planning.

School Response: Identified list of solutions for addressing elimination of barriers, policies, and past
practices that inhibited adequate performance.

In 2009/10 the district has implemented a new process for recruiting and admitting students that will
ensure every students needs are adequately met and stabilize the mobility of students so that
instructional capacity is not interrupted. In addition a Parent Advisory Board has been formed to focus
on developing the identity and culture of the High School, and its infrastructure needs.

A “Spirit Centers” was opened for teachers/staff, parents and students, to provide more focused
resources, training and information to each group to better understand the academic expectations.

Each “Spirit Center” provided:

1. Orientation classes to familiarize client groups with the direction and unique mission of ESPIRITU
CDC.

2. Training to teach groups the organizational goals and traditions, to help them clarify and align their
own personal goals.

3. Provide formation and information and the resources necessary to ensure that all parents are
communicated the following information every quarter:
a. At what level should the student be, according to our standards?
b. At what level is the student according to our standards?
c. What is the strategy to continue to challenge the student to perform above level, or bring
him or her to the desired performance level?

Current Status:

The loss every year
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6. Our inability to academically prepare for new students to pass AIMS has shifted
our focus from college readiness to remediation.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

Factors That Interrupt Academic Progress:

In the past five years, large number of new students in grades nine through twelfth has entered with
low academic skills and disruptive behavior. Students who did not meet the ethos of our culture have
withdrawn opening up enrollment to new students entered. The massive movement of students in and
out of these upper grades has disrupted school academics and climate. A small percentage of the
students in the original cohort are still attending the High School. Our current status is that only 142
students remain of the Original Cohort of 424 students in grade 9" — 12" (33%). The last two years of
High School has shifted our attention from college readiness to remediation.

The High School did not meet Adequate Yearly Progress (AYP) for 2008/09 because the graduation
rate was incorrect and not appealed.

Factors That Interrupt Academic Progress:

In the High School, the large number of new high students has disrupted school culture and increased
discipline issues. A large number of students withdrew and entered in each of the 7" — 12™ grade
cohorts. The massive movement of students in and out of these upper grades has disrupted school
culture.

The High School did not meet Adequate Yearly Progress (AYP) for 2008/09 because the graduation
rates were not met.

Third The last two years of High School shifted from college readiness to remediation.

The High School did not meet Adequate Yearly Progress (AYP) for 2008/09 because the graduation
rates were not met. The reason is that such a small percentage of the students in the original cohort are
still attending the High School.

Oug current status is that only 142 students remain of the Original Cohort of 424 students in grade 9" —
12" (33%).

The district was unable to adequately respond to the one year (2005/06) massive influx of 88 new
students from the Roosevelt School District in grades 3, 4, and 5, and to the annual high student
mobility in the upper grades. A large number of students withdrew and entered in each of the 7" — 12™
grade cohorts. In the last five years, 675 students have been counted as attending, 196 remain, 360
have withdrawn, and 119 are new. Almost half of all 8" graders leave upon graduating. The massive
movement of students in and out of these upper grades has disrupted school culture and the school
instructional plans because most of the new students were weak in their fundamentals.

A. Student Enrollment and Withdrawals in Upper Grades — A Major Factor

The major factor impacting academic performance was the large number of students who withdrew
and entered in each of the grade cohorts. The massive movement of students in and out of these upper
grades disrupted school culture and the school instructional plans, because most of the new students
were weak in their fundamentals. For example, of the 19 new high school students in the 11" grade
cohort, 0% had passed reading AIMS in the previous two years. When students come into the High
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School with such low scores, it requires massive reassignment of instructional capacity to provide
remediation in order for them to pass high school and pass AIMS by the 12" grade.

In the last five years, 62% of all 8" graders who graduated moved to other high schools. The
recruiting of new students in the High School to offset the loss of 8" graders has adversely affected the
school ethos in the High School, creating more student behavior issues, and challenging the
instructional capacity of new teachers. While the students who have been with us more than five years
are passing at high rates, 11" grade cohort 74%, and 12" grade cohort 83%, the subgroup of new
students performed at very low levels, thus it is not a school-wide curricular or instructional problem,
the problem is more a reallocation of instructional capacity on emergent needs of new students. This
has resulted in inconsistent teacher assignments (i.e., not having the same teachers teach the same
subject matter each year).

The greatest destabilization occurred in the Math area, where passing and growth rates declined

respectively by 6% and 15%, for grades 7 -12, from 2006-07 to 2008-09, while Reading increased by
9% and 10% respectively for the same grade cohort.

Table J - Student Withdrawals and Entries in Last 5 Years

Grade # of Students Remaining % Of Withdrawals New
Cohort In Original Students Remaining Students
Cohort Students
7" 131 28 21% 78 25
g" 120 26 22% 74 20
C 58 23 40% 15 20
10" 121 36 30% 68 17
11" 145 53 37% 73 19
12th 100 30 30% 52 18
TOTALS 675 196 29% 360 119

The Junior High and the High School did not meet Adequate Yearly Progress (AYP) for 2008/09
because the graduation rates were not met. The reason is that such a small percentage of the students
in the original cohort are still attending the High School. From the chart above, our current status is
that only 142 students remain of the Original Cohort of 424 students in grade 9" — 12™ (33%). Since
the beginning of this school year, the district has implemented a new process for recruiting and
admitting students that will ensure every students needs are adequately met.

School Response: Identified list of solutions for addressing elimination of barriers, policies, and past
practices that inhibited adequate performance.

1. AIMS preparation classes have been offered in the regular curriculum. Students attended their
regular high school classes with the addition block of AIMS preparation classes. We purchased
AIMS preparation material (Buckle Down in areas of math, science, and reading).
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ELL classes have been offered in block according to the students’ proficiency. Azella testing is
done yearly to provide a baseline for placement. Students are then placed in classes appropriate to
their language needs for instruction.

Tutoring was offered before school; changing the schedule to a late start and to be able to continue
with the after-school athletic and activities program.

Purchased a new English and Geometry standards based curriculum based upon research and
recommendation of departments in these areas.

Promoted “ACE” college program at South Mountain Community College in order for students to
get a head start on their college education.

We have offered high-level math and science courses to encourage students to continue in our high
school. These classes help prepare our students for university admissions and testing such as SAT
and ACT.

Open three “Spirit Centers” one each, for teachers, parents and students that will provide:
information, formation and resources to retain and ensure high school graduation.

Developed highly competitive Sports Program to promote student involvement, retain student in
our school, and provide opportunities for scholarships at the college and university level.

Since the beginning of this school year, the district has implemented a new process for recruiting
and admitting students that will ensure every students needs are adequately met. This will place
students in the appropriate level classes to ensure differentiated education for all students.

Our current status

1.

Inconsistent teacher assignments (i.e., not having the same instructor teach the same subject matter
year after year) have resulted in inconsistent Academic Performance. Although our high school
has received a Performing Plus label for the last five years, not enough of our new students pass the
AIMS by the 10" grade.

This year, we have written a curriculum plan which has been adopted for implementation.
Professional development will be provided in the summer-time in order to complete this process.

Discipline issues in classrooms and the lack of a formal program for parental involvement has
negatively impacted instruction and adversely affected the rigor and vigor academic culture we
want to achieve.

In 2009/10 the district has implemented a new process for recruiting and admitting students that
will ensure every students needs are adequately met and stabilize the mobility of students so that
instructional capacity is not interrupted.

A Parent Advisory Board has been formed to focus on developing the identity and culture of the
High School and its infrastructure needs.
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7. New Teachers to the profession and to the school lack instructional capacity, more
professional development is needed.

Issue: Barriers, policies, and past practices that inhibited adequate performance are identified.

In 2006/07 an ASSIST coach was on our campus for one year, since then there have been five
curriculum directors, three Business Managers, five Operations Managers (Principals), and fifteen
different Governing Board Members. The administrative turnover and the resulting lack of
administrative oversight, has lead to the discontinuance of some of the “Best Practices” and traditions
in the district. Despite the discordance, scores have still increased in the last two years, across the
board in all grades, which we attribute to the purchasing of the new research based, standards aligned
curriculum, and our highly motivated highly qualified teachers.

These schools were not working as one but separate units, and student academic gains were lost in
transitioning from one school to the next.

Administrative oversight has lacked in assuring ongoing professional development and a culture of
instructional best practices. Ongoing formal and informal classroom observations have not been
conducted with the same frequency to ensure the integrity of implementation of the curriculum and
classroom strategies.

School Response: Identified list of solutions for addressing elimination of barriers, policies, and past
practices that inhibited adequate performance.

In 2007/08 there was the initial establishment of “best academic practices” which was supplemented
with an increase in professional development for the entire district. Training sessions were held for
teachers on the proper use of the newly acquired curriculum, analysis and interpretation of internal
student assessment data and the implementation of Robert Marzano’s classroom strategies.

Regular formal and informal classroom observations were conducted to ensure the proper
implementation of the curriculum and classroom strategies. Feedback from the observations was swift,
well detailed and recorded for human resource purposes. All of these factors helped the primary and
elementary schools meet AYP and all schools in the district achieved a Performing and Performing
Plus school labels, respectively.

Current Status:

Created a “Summer Institute” that consisted of 40 professional development hours that aligned with
our Robert Marzano classroom strategies and data driven instruction.

Quarterly formal classroom observations were conducted to ensure effective data driven instruction
was adhered to.

Schools have began collaborative planning sessions, in which has been utilized to begin the dialogue of
connecting data with instruction.
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8. The number of changes in administration has resulted in inconsistent communication of the
mission and goals of the institution, and oversight.

Issue: Barriers, policies, and past practices that inhibited adequate performance.

In the last several years, the Board of Directors and Administration has struggled about the future
direction of the organization. The issues include the form of governance, curriculum, future school site
development plans, finance, the size of the organization, and the role of faculty and parents. The
indecisiveness had impeded the communication of a consistent mission and vision of the schools.

The result was confusion, a perceived changing of the goals, and inconsistent oversight of district wide
operations, creating an undisciplined culture and environment.

The budgeting process has been dictated by advocacy for specific department needs as opposed to the
greater good, and not targeting funding to address academic problems. The last two years have
resulted in budget deficits, with no reserves on hand to handle emergencies. Entering this fiscal year,
there was a projected shortfall of $1,300,000 dollars.

There were four major reasons for the shortfall, first a $350,000 deficit from the last fiscal year,
second, the lack of administrative discipline resulted in over hiring the amount of teachers needed
which added an additional $350,000 in costs.

Third, the organization was also distracted by a three year dispute with the City of Phoenix over
citations for building without permits, and no Certificates of Occupancy for several buildings, which
required updating building plans and installing building sprinklers. This resulted in an avoidable
emergency construction project during the summer that added an unanticipated cost of $285,000.

And finally the problem of only having one person trained on the student data based system (School
Master) surfaced when staff member left in the middle of the school year. Since then temporary staff
members have not been able to correct the student count reports, which have resulted in an additional
shortfall of an estimated $300,000 dollars.

School Response: List of solutions for addressing elimination of barriers, policies, and past practices
that inhibited adequate performance.

During the summer and at the beginning of the school year, the Board of Directors reorganized itself
and reduced the size of the Board from fifteen members to the current six (they will add an additional
member soon).

Next the administration was reorganized by the Board by bringing back the founding Board Chair of
ESPIRITU Community Development Corporation, as the Temporary Managing Board Director. After
the annual meeting in March he was permanently hired on as the CEO Servant Leader. Almost
immediately a senior management team was assembled and worked with the Governing Board to
tackle the administrative and financial problems by developing a Stewardship Plan with Four major
initiatives:

Social Responsibility - Caring for Our People,

Fiscal Responsibility - Caring for Our Business with Cost Saving Strategies
Partnerships - Caring for Our Partners,

Strategic Plans - Caring for Our Future.

NS
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Social Responsibility: Caring for Our People
1. Noemployees were laid off due to the economic crisis.

2. Three “Spirit Centers” were opened for teachers, parents and students. The goal of each
“Spirit Center” was to provide information, formation and more resources to these key
constituents. We focused on removing any obstacles that prevented success.

Fiscal Responsibility: Caring for Our Business — Discipline in spending
1.  The Finance committee was reinstituted to install oversight over spending.

2. All senior administrative staff was placed on part-time furlough for six months, although
they continued to voluntarily work full time. And all non-instructional staff was placed on
a part-time two month furlough.

3.  Certain services were contracted out to save costs.

4.  Short-term, high-interest debt was targeted for restructuring and refinance options have
been initiated, and outstanding collectables or grants were identified and pursued.

5. A team was assigned to identify stimulus funds and other available grants, and to apply for
them.

Partnerships: Caring for Our Partners
1.  An initiative was launched to reestablish relationships with our long time key strategic
alliances and stakeholders who impact our mission (NFL Charities, La Raza Development
Fund, AZ Charter School Board, Parents, and Local Businesses) and to recognize their
importance to our success. The goal was to keep them more informed about our progress.

2. The Board of Directors and administration were reorganized so that decision-making and
governance could be handled at the local school level, where Advisory Committees,
teachers, administration, parents and students could understand our goals and participate in
developing new strategies for academic success.

Strategic Plans: Caring for Our Future
1. Teams would be formed to develop the school identities of the Jr. High, High School, and
Honors program (Aim Higher).

2. A team was formed to:
a. Develop more partnerships with local, national and international Universities
b. Increase the number of higher level educational opportunities for our students,
c. Increase our high school graduation rate and,
d. Increase university graduation rate among our former students.

3. An advisory committee would be formed to develop a short and long-term expansion and
building improvement plan, especially in the following areas:

Cafeteria and outside eating area

College Prep and Pre-University Foreign Exchange and study abroad opportunities.

Field house and Gymnasium

Jr. High and High School Campus

Quiet study area and Technology Library

o0 T
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4. A Technology committee would be formed to advise us in developing:
a. Long-distance learning classes.
b. E- Channel, a closed circuit TV broadcast on the campus.
c. A plan to use more computers in the classrooms for Math and Reading.

Current Status:

The administration is instituting discipline into thought, culture and operations of the district.
Administrative oversight is being reinforced through collaborative planning with stakeholders in the
implementation of the “four initiatives”.

The Board of Directors has revamped and reduced its size, and is reemphasizing the original mission
of forming International Servant Leaders. An initial organization chart has been adopted to develop
clearer lines of communication between District and School Administration, and between School
Administration and Master Teachers, faculty and staff. Currently final decisions in hiring, curricula,
and professional development remain with District Administration. This structure will be further
evaluated before the summer of 2010/11.

New financial policies and the Finance Committee are in place to ensure disciplined and targeted

spending, the budget deficit is projected to be reduced to $150,000 at the end of this fiscal year, and a
Facility Planning Committee is yet to be instituted.
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| FISCAL VIABILITY

Part 1: Audit History

Espiritu Community Development Corporation’s previous two audits have demonstrated the fiscal
sustainability of the organization. They provide insight as to changes and key trends that have
occurred within the organization over the last two years. It also shows the resolve of the
management to get a handle on all financial affairs of the school district. The independent auditors
also reviewed all the accounting processes and procedures and feels that they meet the required
acceptable standards. There are no serious outstanding issues from the past two years and the
preliminary audits for the fiscal year 2010 do not indicate any challenges.

According to the audit reports Espiritu had an instance of material weakness reported in fiscal year
2008 and no control deficiencies reported in fiscal year 2009. Fiscal year ‘08 indicated that a
material weakness was found in financial reporting due to the interest payable on Espiritu’s bond not
being accrued to reflect a year end liability. This item was rectified the following year as indicated
by the fiscal year ‘09 audit report. The finding from fiscal year ‘08 was a financial statement finding,
unrelated to federal awards, which does not require a corrective action plan; Espiritu has not been
required to create a corrective action plan since fiscal year 2007’s audit report. There has been no
record as of yet indicating a recurrence of any weakness identified by external auditors during their
year end reviews. These independent audits indicate that the internal controls of the organization are
proper, and that management is committed to correcting errors or weaknesses as soon as they arise.

The last two years have been marked by net losses incurred by the organization. Espiritu has
incurred losses of $291K and $445K in fiscal year ‘08 and fiscal year ‘09, respectively. Although,
fiscal year ‘07 saw Espiritu achieve a net gain of $318K. This indicates that Espiritu has the ability
to remain financially viable and that fiscal year 08 and fiscal year 09 included occurrences that are
not expected to reoccur in the near future.

Below is a comparative analysis of the past two year’s functional expenses for Espiritu.

ESPIRITU
Comparative Schedule of Functional Expenses
FYE 6/30/09 & 6/30/08
6/30/2009 6/30/2008 Change
Salaries & Wages $2,558,519 $2,177,173 $381,346
Health Insurance 313,350 241,529 71,821
Payroll Taxes 243,737 225,987 17,750
Retirement Contribution 197,892 162,428 35,464
Total salaries & related 3,313,498 2,807,117 506,381






Contributions 434,105 749,815 (315,710)
Rent 851,199 670,000 181,199
Contracted Services 400,272 678,938 (278,666)
Travel & Transportation 36,499 65,162 (28,663)
Instructional Aids 75,635 170,998 (95,363)
Utilities 157,569 124,252 33,317
Insurance 126,847 110,054 16,793
Repair & Maintenance 46,115 50,853 (4,738)
Communications 89,868 90,183 (315)
Interest 557,163 517,065 40,098
Supplies & printing 198,905 201,583 (2,678)
Food Purchases 243,286 244,196 (910)
Student Assessment 512 98,707 (98,195)
Other 109,255 92,405 16,850
Total functional expenses before depreciation 6,640,728 6,671,328 (30,600)
Depreciation 590,880 405,816 185,064
Total Functional Expenses $7,231,608 $7,077,144 $154,464

The table shows that functional expenses have increased from fiscal year ‘08 to fiscal year ‘09. The
major contributing factor is the increase in depreciation. In fact, functional expenses before
depreciation actually decreased by approximately $30K. Contributions to non-profit organizations
were relatively high over the past two years. In order to improve the fiscal health of the organization,
such contributions will be eliminated for fiscal year ‘10 and substantially reduced for future years.

Although salaries and related expenses increased, the organization anticipates these expenses to
stabilize in fiscal year *10 and decrease in the very near future as tough economic times are expected.
The salary stabilization can been attributed to a reduction in administrative staff and admin
furloughs; thus not hindering teacher quality. Rental expenses have increased because of the new
lease for the much needed office space. Besides fulfilling the additional needs, this office space has
increased the school district’s exposure to the wider community which should follow with additional
enrollment in the years to come.

The net losses for last years has resulted from the increase in depreciation (a non-cash expense) and
bond interest payments. In addition, Espiritu generated significant cash flow from operations in spite
of higher than normal contributions. Cash flow from operations have consistently exceeded $250K;
an excellent indicator of liquidity. Overall, Espiritu is vigilant in controlling its operating expenses
and maintaining positive net assets. The student count remains consistent. The only significant





variable is the financial support allocated per student every year, which is something every charter
school in the state has to account for.

Espiritu is committed to continually improve its operations and financial position and has instituted
processes and procedures to help mitigate actions that could affect its short and long-term future.
The items discussed below will help ensure the fiscal viability of the organization for the foreseeable
future.

Part 2: Accounting Procedures

In order to maintain sustainable economic growth and educational excellence, Espiritu realizes the
need of additional fiscal oversight especially during strenuous economic times. This realization has
led to the establishment of a Finance and Independent Audit Committee. The Finance and
Independent Audit Committee tries to anticipate fiscal challenges and provide appropriate guidance
especially during difficult economic times. The Committee is comprised of senior organizational
officials who meet bi-monthly to evaluate and ensure controls over financial affairs to enhance the
mission and goals established by the Board of Directors. The Committee also assures that the
organization adheres to State and Federal rules and regulations. It reviews all internal and external
financial reports, authorized expenses, cash position among other financial activities.

The accounting department has the primary responsibility to alert the organization of any potential
financial inadequacies. The accounting department keeps track of the organization’s cash position,
pending payments and payables summary on a daily basis. The Department is in constant
communication with the business and operations manager and department heads/facilitators
informing each of their financial position and potential challenges. This enables the department
heads/facilitators to track their financial status at a given point and time thus enabling sound
decisions. The accounting department compiles regular financial reports for the Finance and
Independent Audit Committee’s review and analysis.

The Finance and Independent Audit Committee meets on a bi-monthly basis (weekly during
challenging financial circumstances) to review the financial reports and providing appropriate
guidance to the organization. During these meetings, the committee listens to presentations
regarding organizational and departmental budgetary status, cash position, revenue projections, and
accounts payable and upcoming expenditures among other items. The Committee also acts as
additional oversight and submits timely reports to authorized departmental managers as to the status
of the approved budgets and, where necessary, offer assistance to manage overhead costs and
operational expenditures in order to sustain budgetary integrity.

During times of financial hardship the committee meets on a weekly basis, acts as fiscal decision
maker and is accountable to the Board of Directors. It also makes all the expenditure decisions until
such time when the organization’s fiscal health has been restored. Additionally, the Board of
Directors maintains the ultimate authority for all financial matters and reserves the right to enter into
any material financial commitment or lease with external parties.

Due to the frequency of these meetings, the organization has current knowledge of its financial
sustainability and, is able to forecast the organization’s inability to satisfy its obligations in less than
four weeks. This provides enough time for the Board of Directors, the Finance and Independent
Audit Committee and senior administrative officials to search for reasonable alternatives to satisfy its
monetary commitments.





These procedures outlined here ensure sound and timely decisions and allows the organization to
fulfill its mission and goals.

Part 3: Fiscal Authority and decision making process

Espiritu utilizes a decentralized fiscal decision making structure where departmental budgets and
normal operating expenditures (not including overhead) are the responsibility of the department
heads; however, in times of financial hardship Espiritu utilizes a centralized financial system where
the Finance and Independent Audit Committee, comprised of senior administrative officials, will
assume responsibility of all financial decision.

Processes and procedures for fiscal oversight and authority are as follows:

Espiritu’s budget is the foundation for ensuring fiscal viability. The organization employs standard
procedures for measuring performance, planning, and allocating resources. Espiritu is cognizant of
its responsibility to maintain fiscally viability and budgetary integrity and as such has appropriate
processes and procedures in place.

The department heads/facilitators are responsible for maintaining and monitoring their operating
budget. They are required to closely adhere to the guidelines established by the Board of Directors
and the Accounting Department. Department Heads/Facilitators, in the process of developing and
implementing their budget, must use reasonable assumptions utilizing historical financial data
maintained in the organization’s accounting system. All budget assumptions are documented to
facilitate a thorough analysis and evaluation, not only for the budgetary purposes, but also for
tracking the actual revenue and expenditures. Each department head/facilitator has ultimate
responsibility for their department’s budget.

The administrative overhead budget is established by the Business and operations manager in
conjunction with the Accounting Department. The Business and operations manager must use
reasonable assumptions of forecasting income and expenses. The business and operations manager,
in conjunction with the CEO/Servant Leader and the Finance and Independent Audit Committee has
the ultimate responsibility for monitoring administrative overhead costs and budgetary integrity.

Budgets are submitted to the Chief Executive Officer for review and approval. The Chief Executive
Officer consults with the Finance and Independent Audit Committee prior to submission to the Board
of Directors. The CEO/Servant Leader submits an annual organizational budget to the Board of
Directors for their approval.

The business and operations manager and CEO/Servant Leader, along with the Finance and
Independent Audit Committee, are responsible for enforcing the approved budget throughout the year
and when necessary take actions to rectify the situation. During the year regular audits are conducted
to ensure departments are operating within their approved budget.

When a department head/facilitator submits a purchase request along with supporting documentation
to the Accounting Department for processing (unless in times of financial hardship — see procedures
below), the Accounting Department is responsible for reviewing the department’s budgeted-to-actual
figures to ensure the request falls within department’s approved budget. The Business and operations





manager retains constant communication with the Accounting Department in order to inform them of
their budgetary issues. Interim weekly “profit and loss” statements are also provided to the
department heads/facilitators so that they are aware of their financial status. If a department is over
budget, all expenditure privileges are suspended until further notice unless approval is granted by the
Espiritu’s Finance and Independent Audit Committee.

In addition, during its regular meetings, the Finance and Independent Audit Committee analyzes
departmental and organizational budget-to-actual figures, prepared by the accounting Department At
the end of each month the Committee reviews and approves the monthly financial statements
prepared by the Accounting Department before they are submitted to the Board of Directors.

During its monthly meetings, the Board of Directors reviews the organization’s monthly financial
statement and makes necessary recommendations. The Board also reviews the annual financial
statements prepared and presented by the external auditor. The Board has the ultimate responsibility
of maintaining budgetary integrity for the entire organization.

(Financial Hardship) During the difficult period of financial adversity, Espiritu’s Finance and
Independent Audit Committee assumes the control over all the fiscal decisions and ensures budgetary
integrity. Any and all potential purchases are presented to and approved by the Committee. Also,
the Committee maintains the oversight of the organizational budget, account payables, cash flows,
and other financial reports. The Board of Directors oversees the Finance and Independent Audit
Committee’s work.

Part 4: Viability Related to Fundraising

Although Espiritu receives charitable support and conducts minor fundraising activities from time to
time, these funds do not constitute a major portion of the overall budget. It amounts to about one
percent of the total budget. During the past two fiscal years, the organization has benefited from two
donations from NFL Charities totaling $1.5 million. However; these donations are non-recurring and
were utilized to make facilities improvements and to build a new multi-purpose athletic field. These
contributions were project specific and as such were not utilized to subsidize operations.

Since donations make up a fraction of the organization’s overall budget there is little or no risk to the
organization’s operations if contributions were no longer available.






Budget Plan: ESPIRITU COMMUNITY DEVELOPMENT CORPORATION

Actual Projected Financial Information
FY 2008-09 FY 2009-10 FY 2010-11 FY 2011-12
ADM: 803.15 762.05 765.16 780.46
REVENUE
State Equalization Assistance $4,865,353 $4,699,509 $4,658,055 $4,751,216
Classroom Site Fund $232,638 $201,347 $195,307 $189,448
Instructional Improvement Fund $33,084 $35,174 $34,119 $33,095
Title | $246,262 $336,261 $240,000 $240,000
Title Il $56,228 $62,359 $59,294 $59,294
IDEA $95,685 $103,923 $99,804 $99,804
Federal Impact Aid $0 $769,936 $0 $0
Other Federal Funds/Grants $72,264 $95,767 $41,515 $35,000
Other State Funds/Grants $62,102 $11,377 $0 $0
Food Service (e.g., NSLP, food sales) $379,913 $431,060 $443,992 $457,312
Other A $743,023 $110,027 $77,215 $79,919
TOTAL REVENUE $6,786,552 $6,856,740 $5,849,301 $5,945,088
EXPENSES B
Instructional: Non-Performance Management Plan
Salaries 1,817,957 1,872,496 1,420,911 $1,463,538
Payroll Taxes 162,774 166,652 126,461 $130,255
Employee Benefits 311,339 320,679 241,555 $248,802
Purchased Services (Consultants) 14,390 44,201 15,829 15,829
Purchased Services (Special Education) 73,744 64,219 64,861 64,861
Technology 11,192 5,000 4,100 3,000
Textbooks/Curriculum/Library 20,167 29,200 32,120 20,000
Instructional Supplies 55,468 139,460 133,643 85,000
Professional Development 10,160 20,300 14,263 10,000
Travel 0 0 0 0
Other A2 36,927 15,075 15,527 10,000
Total Instructional: Non-Performance Management Plan $2,514,118 $2,677,282 $2,069,270 $2,051,285
Instructional: Performance Management Plan c
Salaries $0 $0 $71,794 $71,794
Payroll Taxes $0 $0 $8,183 $8,183
Employee Benefits $0 $0 $7,740 $7,740
Purchased Services (Consultants) $0 $0 $27,000 $27,000
Purchased Services (Special Education) $0 $0 $0 $0
Technology $0 $0 $10,000 $10,000
Textbooks/Curriculum/Library $0 $0 $60,000 $60,000
Instructional Supplies $0 $0 $21,000 $21,000
Professional Development $0 $0 $15,000 $15,000
Travel $0 $0 $0 $0
Other s $0 $0 $0 $0
Total Instructional: Performance Management Plan $0 $0 $220,717 $220,717
Non-Instructional
Salaries $740,562 $515,553 $615,562 $634,029
Payroll Taxes $80,963 $56,195 $67,096 $69,109
Employee Benefits $199,903 $205,900 $184,669 $190,209
Purchased Services $186,509 $192,105 $110,151 $90,000
Rent/Bond Payment $1,446,030 $1,571,590 $1,539,700 $1,539,700
Repairs and Maintenance $46,115 $50,569 $48,342 $45,000
Property, Casualty, Liability Insurance $126,847 $96,529 $97,494 $100,419
Interest/Property Taxes $51,564 $29,012 $6,429 $7,000
Internet $9,000 $9,024 $9,295 $9,574
Utilities $157,569 $159,601 $164,389 $169,321
Telephone $80,868 $48,966 $47,497 $48,922
Furniture and Other Equipment $1,569 $2,257 $2,596 $3,000
Note/Loan/Non-Facility Lease Payments $3,914 $0 $0 $0
Audit $26,250 $27,169 $27,441 $28,264
Legal $47,184 $41,593 $20,000 $15,000
Advertising/Marketing $22,984 $3,896 $4,000 $4,000
Travel $15,544 $6,700 $6,499 $5,000
Printing and Postage $11,879 $22,694 $16,260 $10,000
Supplies $152,990 $163,450 $72,000 $50,000

Food Service $243,286 $431,060 $443,992 $457,312





Actual Projected Financial Information
FY 2008-09 FY 2009-10 FY 2010-11 FY 2011-12

Transportation $20,955 $18,191 $15,462 $15,000

Other At $443,367 $10,545 $10,861 $10,000

School Athletics $15,717 $18,310 $14,648 $12,000

Permit Fees $31,727 $37,297 $5,000 $5,000

Dues and Fees $52,549 $51,963 $11,000 $11,000
Total Non-Instructional $4,215,845 $3,770,169 $3,540,383 $3,528,858
TOTAL EXPENSES $6,729,963 $6,447,451 $5,830,370 $5,800,860
Increase (Decrease) in Net Assets $56,589 $409,289 $18,931 $144,228
Net Assets, Beginning of Year $2,901,908 $2,958,497 $3,367,785 $3,386,716
Net Assets, End of Year $2,958,497 $3,367,785 $3,386,716 $3,530,945
NOTES/ASSUMPTIONS

Please include in this section the assumptions used in developing the charter holder's budget plan and, if applicable,

any notes that help clarify for the Board the information found above.

A Please specify what is included in "Other". Please explain each "Other" line item used in its own note.

**Budget Non-PMP Expense Line Items are based on increment increases of historical figures, and variable costs being cut as needed to compensate for p

**Budget Revenue Line Items are based on increment decreases of historical figures in anticipation of revenue cutbacks

A1l - 2008/09 Other Revenue - Donations -$686,828; Fundraising - $11,033;Refunds - $14,750; Interest Income - $6,079; Student Insurance - $3,274; Day
A1l - 2009/10 Other Revenue - Donations - $6,600; Fundraising - $10,482; Refunds/E-Rate - 77,719; School Athletics - $7,892; Interest Income - $320; Stu
A1l -2010/11 Other Revenue - Donations - $5,000; Fundraising - $10,815; Refunds/E-Rate - $45,000; School Athletics - $8,000; Interest Income - $400; St
Al -2010/11 Other Revenue - Donations - $5,175; Fundraising - $11,194; Refunds/E-Rate - $46,575; School Athletics - $8,280; Interest Income - $414; St

A2 - 2008-2012 Instructional: Non-Performance Management Plan Other Expense- Total Consists Solely of Substitute Teacher Costs

A4 - 2008/09 Non-Instructional Other Expense - Extra Curricular School Activities - $9,262; Contributions - $383,090; Bad Debt Expense - $51,015
A4 - 2009/10 Non-Instructional Other Expense - Extra Curricular School Activities - $10,545

A4 - 20010/11 Non-Instructional Other Expense - Extra Curricular School Activities - $10,861

A4 - 2011/12 Non-Instructional Other Expense - Extra Curricular School Activities - $10,000

B Any expenses associated with the charter holder's "Facilities Plan" should be reported in the appropriate section of this document with

"Notes" incorporated as appropriate.

€ All performance management plan expenses must be reported in the "Instructional: Performance Management Plan" section of this document.
These expenses must align to the "Budget" identified in the submitted performance management plan.










otential revenue cutbacks

Care - $13,630; Vending - $4,375; Athletics - $3,688

dent Insurance - $1,322; Day Care - $2,705; Food Service Pay - $2,987
udent Insurance - $2,500; Day Care - $2,500; Food Service Pay - $3,000
udent Insurance - $2,588; Day Care - $2,588; Food Service Pay - $3,105





Fiscal Year 2011 Month-by-Month Projection: ESPIRITU COMMUNITY DEVELOPMENT CORPORATION

ADM = 765.16
July August September October November December January
Prior Month Carryover 409289 ($112) ($6,089) ($12,066) $39,444 $82,424 $125,404
REVENUE
State Equalization Assistance $423,460 $423,460 $423,460 $423,460 $423,460 $423,460
Classroom Site Fund $16,275 $16,275 $16,275 $16,275 $16,275 $16,275 $16,275
Instructional Improvement Fund $8,530 $8,530 $8,530
Title | $26,667 $26,667 $26,667 $26,667
Title Il $6,588 $6,588 $6,588 $6,588
IDEA $11,089 $11,089 $11,089 $11,089
Federal Impact Aid
Other Federal Funds/Grants $4,613 $4,613 $4,613 $4,613
Other State Funds/Grants
Food Service (e.g., NSLP, food sales) $40,363 $40,363 $40,363 $40,363 $40,363 $40,363
Other $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435
TOTAL REVENUE $31,240 $486,533 $486,533 $544,020 $535,490 $535,490 $544,020
EXPENSES
Instructional: Non-Performance Management Plan
Salaries $118,409 $118,409 $118,409 $118,409 $118,409 $118,409 $118,409
Payroll Taxes $10,538 $10,538 $10,538 $10,538 $10,538 $10,538 $10,538
Employee Benefits $20,130 $20,130 $20,130 $20,130 $20,130 $20,130 $20,130
Purchased Services (Consultants) $1,583 $1,583 $1,583 $1,583 $1,583 $1,583
Purchased Services (Special Education) $6,486 $6,486 $6,486 $6,486 $6,486 $6,486
Technology $342 $342 $342 $342 $342 $342 $342
Textbooks/Curriculum/Library $2,677 $2,677 $2,677 $2,677 $2,677 $2,677 $2,677
Instructional Supplies $11,137 $11,137 $11,137 $11,137 $11,137 $11,137 $11,137
Professional Development $1,189 $1,189 $1,189 $1,189 $1,189 $1,189 $1,189
Travel
Other $1,553 $1,553 $1,553 $1,553 $1,553 $1,553
Total Instructional: Non-Performance Management Plan $164,422 $174,044 $174,044 $174,044 $174,044 $174,044 $174,044
Instructional: Performance Management Plan
Salaries $11,924 $11,924 $11,924 $11,924 $11,924 $11,924 $11,924
Payroll Taxes $1,300 $1,300 $1,300 $1,300 $1,300 $1,300 $1,300
Employee Benefits $2,046 $2,046 $2,046 $2,046 $2,046 $2,046 $2,046
Purchased Services (Consultants) $158 $158 $158 $158 $158 $158
Purchased Services (Special Education) $690 $690 $690 $690 $690 $690
Technology $833 $833 $833 $833 $833 $833 $833
Textbooks/Curriculum/Library $268 $268 $268 $268 $268 $268 $268
Instructional Supplies $1,197 $1,197 $1,197 $1,197 $1,197 $1,197 $1,197
Professional Development $119 $119 $119 $119 $119 $119 $119
Travel
Other
Total Instructional: Performance Management Plan $17,687 $18,535 $18,535 $18,535 $18,535 $18,535 $18,535
Non-Instructional
Salaries $51,297 $51,297 $51,297 $51,297 $51,297 $51,297 $51,297
Payroll Taxes $5,591 $5,591 $5,591 $5,591 $5,591 $5,591 $5,591
Employee Benefits $15,389 $15,389 $15,389 $15,389 $15,389 $15,389 $15,389
Purchased Services $9,179 $9,179 $9,179 $9,179 $9,179 $9,179 $9,179
Rent/Bond Payment $128,308 $128,308 $128,308 $128,308 $128,308 $128,308 $128,308





Repairs and Maintenance
Property, Casualty, Liability Insurance
Interest/Property Taxes
Internet
Utilities
Telephone
Furniture and Other Equipment
Note/Loan/Non-Facility Lease Payments
Audit
Legal
Advertising/Marketing
Travel
Printing and Postage
Supplies
Food Service
Transportation
Other
School Athletics
Permit Fees
Dues and Fees
Total Non-Instructional

TOTAL EXPENSES
BALANCE

NOTES

Please include in this section, if applicable, any notes that help clarify for the Board the information found above.

July
$4,029
$8,125

$536
$775
$13,699
$3,958
$3,000
$0

$1,667
$333
$542
$1,355
$6,000

$1,289
$905
$1,221
$417
$917
$258,532

$440,641

($112)

August
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

($6,089)

September
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

($12,066)

October
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$39,444

November
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$82,424

December
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$125,404

January
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$176,914





February
$176,914

$423,460
$16,275

$26,667
$6,588
$11,089

$4,613

$40,363
$6,435
$535,490

$118,409
$10,538
$20,130
$1,583
$6,486
$342
$2,677
$11,137
$1,189

$1,553
$174,044

$11,924
$1,300
$2,046
$158
$690
$833
$268
$1,197
$119

$18,535

$51,297
$5,591
$15,389
$9,179
$128,308

March
$219,894

$423,460
$16,275

$26,667
$6,588
$11,089

$4,613

$40,363
$6,435
$535,490

$118,409
$10,538
$20,130
$1,583
$6,486
$342
$2,677
$11,137
$1,189

$1,553
$174,044

$11,924
$1,300
$2,046
$158
$690
$833
$268
$1,197
$119

$18,535

$51,297
$5,591
$15,389
$9,179
$128,308

April
$235,874

$423,460
$16,275
$8,530
$26,667
$6,588
$11,089

$4,613

$40,363
$6,435
$544,020

$118,409
$10,538
$20,130
$1,583
$6,486
$342
$2,677
$11,137
$1,189

$1,553
$174,044

$11,924
$1,300
$2,046
$158
$690
$833
$268
$1,197
$119

$18,535

$51,297
$5,591
$15,389
$9,179
$128,308

May
$287,384

$423,460
$16,275

$26,667
$6,588
$11,089

$4,613

$40,363
$6,435
$535,490

$118,409
$10,538
$20,130
$1,583
$6,486
$342
$2,677
$11,137
$1,189

$1,553
$174,044

$11,924
$1,300
$2,046
$158
$690
$833
$268
$1,197
$119

$18,535

$51,297
$5,591
$15,389
$9,179
$128,308

June
$330,364

$423,460
$16,275

$26,667
$6,588
$11,089

$4,613

$40,363
$6,435
$535,490

$118,409
$10,538
$20,130

$342
$2,677
$11,137
$1,189

$164,422

$11,924
$1,300
$2,046

$833
$268
$1,197
$119

$17,687

$51,297
$5,591
$15,389
$9,179
$128,308

Total
$1,888,724

$4,658,060
$195,300
$34,120
$240,003
$59,292
$99,801

$443,993
$77,220
$5,849,306

$1,420,908
$126,456
$241,560
$15,830
$64,860
$4,104
$32,124
$133,644
$14,268

$0

$15,530
$2,069,284

$143,088
$15,600
$24,552
$1,580
$6,900
$9,996
$3,216
$14,364
$1,428
$0

$0
$220,724

$615,564
$67,092
$184,668
$110,148
$1,539,696





February
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$219,894

March
$4,029
$8,125

$536
$775
$13,699
$3,958

$0
$27,000
$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$326,931

$519,510

$235,874

April
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$287,384

May
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000
$44,399
$1,289
$905
$1,221
$417
$917
$299,931

$492,510

$330,364

June
$4,029
$8,125

$536
$775
$13,699
$3,958

$0

$1,667
$333
$542
$1,355
$6,000

$1,289
$905
$1,221
$417
$917
$255,532

$437,641

$428,213

Total
$48,348
$97,500

$6,432
$9,300
$164,388
$47,496
$3,000
$0
$27,000
$20,004
$3,996
$6,504
$16,260
$72,000
$443,990
$15,468
$10,860
$14,652
$5,004
$11,004
$3,540,374

$5,830,382

$1,907,648
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| GOVERNANCE STRENGTH AND STABILITY OF GOVERNING BODY |

Part 1: The Governing Board.

Espiritu Community Development Corporation (“Espiritu” or the “Corporation”) is a 501(c)(3) non-
profit organization duly organized under the laws of the State of Arizona and is governed by its six
member Governing Board of Directors (each a “Director” and collectively the “Governing Board”).
The Governing Board members currently include the Armando Ruiz as President and Chief
Executive Officer, and Armando Ruiz, Adrian Daniel Ruiz, Monica Ivana Rivera, Frances Castillo,
Margaret April, and Jorge Ignacio Sandoval as Directors. The Governing Board makes the major
decisions with respect to the Espiritu’s policies, business, management and operations.

Armando Ruiz (Education, Legal Compliance, Legislative Public Policy), the President and Chief
Executive Officer of Espiritu, is the Superintendent of the school. Mr. Ruiz received his Juris Doctor
from Arizona State College of Law in 1981 and his Bachelor of Science in Psychology and Bachelor
of Arts in Chicano Studies from Loyola Marymount University in 1979. Mr. Ruiz has matriculation
towards a Masters in Public Administration from Arizona State University. Mr. Ruiz has an
extensive corporate background having served as the Executive Assistant to the Governor of the
State of Arizona where he supervised a staff of thirty-six (36) individuals and oversaw an annual
budget of Twenty Million and 00/100 Dollars ($20,000,000.00) and as the Executive Director to the
South Mountain YMCA where he raised Three Million and 00/100 Dollars ($3,000,000.00) in
corporate contributions towards a capital campaign to expand the Pre-School and Toddle Care
facilities at the YMCA. Mr. Ruiz has also served the State of Arizona as a State Senator and Member
of the State House of Representatives where he served on the Appropriations, Transportation and
Joint Legislative Budget Committees.

Adrian Daniel Ruiz (Finance and Accounting) is the Business and Operations Manager of Espiritu
and a Director on the Governing Board. He received his Bachelor of Science in Business Finance
magna cum laude from Arizona State University in 2008. Mr. Ruiz has a diverse finance background
having worked in a finance and accounting capacity with community outreach organizations for the
last nine years.

Jorge Ignacio Sandoval (Leadership Training and Development; Community Outreach and Activism)
is currently employed as a seminarian with the Diocese of Phoenix and is a Director on the
Governing Board. Mr. Sandoval received his Bachelor of Philosophy from Pontifical College
Josephinum in 2009 and a Bachelor of Science in Accounting from Loyola Marymount University in
1999. Mr. Sandoval has a diverse leadership and community outreach background having worked as
a lay missionary for a prominent international outreach organization throughout the United States,
Europe, Africa, Asia and Latin America.

Frances Castillo (Finance and Accounting) is a Director on the Governing Board. He is the current
Vice-President of the South Mountain Interfaith Coalition and Treasurer of the St. Catherine
Guadalupana Association. Mr. Castillo also currently sits on the Governor’s Commission to select
Superior Court Judges. Mr. Castillo is an active community member by volunteering with local
community outreach programs such as the Mission of Mercy Health.

Margaret Abril (Community Outreach and Activism; Community Member at Large) is a Director on
the Governing Board. Ms. Abril has a broad community outreach and activism background having
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organized the participation of the Governor of the State of Arizona and the Mayor of Phoenix in the
Neighborhood Watch program.

Monica Ivana Rivera (Leadership Training and Development) is the Leadership Development
Manager and is a Director on the Governing Board. Ms. Rivera received her Bachelor of Health
Administration from Piura Region II in 1999 and her Bachelor of Health Sciences from University of
Antenor Orrego of Trujillo-Peru in 1997 and brings over ten (10) years of administrative experience
to Espiritu having been employed in an administrative capacity in various international healthcare
organizations. Ms. Rivera plays an active role in the leadership of the community having received
training as a lay missionary for a prominent international outreach organization throughout the
United States, Europe, Africa, Asia and Latin America.

Part 2: Recruitment/Selection and Training Development of the Governing Board.

Espiritu understands that the ability of a charter school to carry out its mission depends on the
strength and diversity of its Governing Board and therefore is committed to the recruitment and
retention of members that support the school’s mission and seek to promote it within the community.
In fulfillment of the foregoing objective, Espiritu actively recruits members that have a demonstrated
background in community leadership and community service. As such, each member plays a pivotal
role in the promotion and support of the school within the close-knit community.

Among the desirable qualifications for each Director promulgated by Espiritu are: (i) demonstrates
interest in community service and outreach; (ii) willingness to give time, effort and resources to the
mission, vision and values of the school implemented by the Governing Board; (iii) ability to
command community confidence and respect; (iv) ability to provide special skills, knowledge and
expertise determined to be needed by the Corporation; and (v) ability to assess information and
execute important decisions.

In accordance with the recruitment policy so adopted by the Governing Board, each Director must:
(i) attend all Governing Board meetings, training sessions, and special meetings or executive
sessions, as needed; (ii) understand the purpose, goals, objectives, programs and functions; (iii)
participate fully and openly in all Governing Board meetings; (iv) actively identify and recruit
qualified members to the Governing Board; (v) serve on a minimum of one (1) committee at the
discretion of the Governing Board; (vi) represent the Corporation positively to the community; and
(vii) solicit funds and participate in fundraising activities.

In addition to the formation of the foregoing recruitment policies, Espiritu has implemented a
Nominating Committee, which is a year-round committee whose primary focus is the recruitment to,
and the training, development and evaluation of the Governing Board members in accordance with
the foregoing standards. Specifically, the duties and responsibilities of the Nominating Committee
are, but are not limited to: (i) development of a written description of the duties and responsibilities
that are required of each member of the Governing Board; (ii) determination and analysis of
strategies to ensure diversity of Governing Board members; and (iii) establishment curriculum and
conduct orientation training sessions (the “Orientation Training”) for new members of the Governing
Board to ensure that each member can effectively carryout their management and oversight functions
in accordance with its Charter Contract, State and Federal law, and the Bylaws.

The Governing Board has found that the Orientation Training sessions are essential in educating the
members of the Governing Board with respect to their legal and fiduciary obligations under the
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Charter Contract, State and Federal law, and the Bylaws. Each member is required to attend an
Orientation Training session within the first three (3) weeks of becoming a member of the Governing
Board. The Orientation Training is a three-day training workshop, which addresses the following
policy areas and concerns: (i) presentation of a detailed list of expectations of each Director, which
includes consistent attendance at regular Governing Board meetings, participation as an active
member on it least one committee, and participation in the fund-raising activities of the school in a
manner appropriate for that Director; (ii) presentation of materials summarizing the requirements of
Arizona’s Open Meeting Law in accordance with the Bylaws; and (iii) presentation of the text of
critical corporate policies, including, without limitation, the conflict of interest policy adopted by the
Governing Board.

The Nominating Committee is further charged with the responsibility of performing an annual profile
of the then current Governing Board in order to formulate recruiting priorities based on the sought-
after skills and knowledge needed on the Governing Board and what the current Governing Board
possess.

Espiritu has recently undergone an annual profile of its Governing Board and has determined that the
composition of the Governing Board would benefit from the appointment of one (1) teacher
employed by and in good standing with the Governing Board and one (1) parent of a child that is
enrolled at and in good standing with the school in order to fully represent and reflect the diversity of
the community it seeks to represents. The Nominating Committee is in the process of slating specific
individuals to be appointed to these positions on the Governing Board.

Continuing Education and Training Process to Governing Board

In addition to the individual Orientation Training sessions required once a person becomes a
member, Espiritu mandates that each member of the Governing Board attend an annual retreat and
training seminar (the “Annual Training”), the curriculum of which is established by the Corporate
Compliance Committee in accordance with the Bylaws. Each Annual Training session, at a
minimum, includes a seminar addressing each of the following areas: (i) law and legislative policy,
with a particular focus on adherence to Open Meeting Law and public disclosure requirements; (ii)
leadership development; (iii) corporate governance, with a particular focus on highlighting the
fiduciary responsibilities on each Director and continuing obligations under the Charter Contract; (iv)
finance and accounting, with a particular focus on maintaining corporate records and audit policies;
and (v) fundraising. The goal in requiring each member to attend the Annual Training is to ensure
that each Director is well versed in their evolving legal and ethical responsibilities as a Director.

Part 3: Governance Structure and Organization of School’s Governing Body.

A. Role, Responsibilities, and Obligations of the Governing Body and Decision-
Making Structure at the Governing Body Level.

Espiritu acts through the actions of the Governing Board. The Governing Board directs and
supervises all business necessary for the school to carry out its objectives and purposes, including,
when required, the ratification of acts to be carried out on behalf of the charter school pursuant to
Arizona Charter School Law, A.R.S. § 15-181 et. seq. The Governing Board has codified the policies
and procedures that govern the internal management of the Governing Board through the adoption of
its Amended & Restated Bylaws (the “Bylaws”). The Bylaws establish the respective lines of
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authority and describe which actions are appropriate for each corporate category. A copy of the
Bylaws is attached.

Quialifications and Duties

The authorized number of Directors shall be not less than three (3) and not more than seven (7). The
exact authorized number of Directors shall be determined from time to time by the Governing Board.
There are currently six (6) members on the Governing Board: Armando Ruiz, Adrian Daniel Ruiz,
Jorge Igancio Sandoval, Frances Castillo, Margaret April and Monica Ivana Rivera.

Each Director is elected by the then current Governing Board. The Nominating Committee plays a
critical role in advising the Governing Board of the recruiting priorities of the Governing Board
based on an annual profile comparing the sought-after skills and knowledge needed on the Governing
Board and what the current Governing Board possess.

At a minimum, each member of the Governing Board must: (i) be over the age of eighteen (18); (ii)
pass a background check as required by the Department of Education and any appropriate sponsoring
board of the Corporation, which will include as a minimum, a fingerprint check showing that there
exists no criminal records which could adversely affect the Corporation or its operation as a public
school; and (iii) possesses significant experience and qualifications to further the Governing Board’s
commitment to the strategic mission, vision and mission of the school.

Each Director shall be elected to a term of one (1) year until a successor Director has been designated
and qualified by the Governing Board. All Directors are required to discharge the duties of their
respective positions in good faith and with that diligence and care which reasonably prudent persons
would exercise in similar circumstances and like positions.

Meetings and Open Meeting Law

The Governing Board shall meet at least once in each fiscal year (July 1 — June 30) for the purpose of
the election of Directors, appointment of officers, review and approval of the corporate budget and
transaction of other business as the Governing Board deems appropriate. An annual meeting of
Directors is held on the first Friday of June of each year at 6:00 p.m., unless the Governing Board
fixes another date or time and so notifies the Directors as provided herein. The call, notice, holding,
and conduct of meetings of the Governing Board is held in accordance with A.R.S. Sections 38-431
to 431.09, otherwise known and referred to as Arizona’s “Open Meeting Law”.

Special meetings of the Board of Directors for any purpose may be called at any time by the
President, the Secretary, or any two (2) Directors and must be held in accordance with Open Meeting
Law. Executive sessions may be called at any time for the purposes identified in A.R.S. Section 38-
431.03 and must be held in accordance with Open Meeting Law.

A majority of the Directors then in office, but no fewer than three (3) Directors constitute a quorum
for the transaction of business of the Governing Board. Each Director is entitled to one (1) vote. The
following actions shall require a vote by a majority of all Directors then in office to be effective: (i)
approval of contracts or transactions in which a Director has a direct or indirect material financial
interest, provided that the vote of any interested Director is not counted; (ii) creation of, and
appointment to, a committee to serve at the discretion of the Governing Board; (iii) removal of a
Director without cause; and (iv) indemnification of Directors in accordance with the Bylaws.
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All actions of the Governing Board shall comply with Open Meeting Law. In the event that an action
is taken in violation of the Open Meeting Law, such action shall be null and void, unless such action
has been ratified by the Governing Board in accordance with A.R.S. Section 38-431.05. Any action
that the Governing Board is required or permitted to take may be taken without a meeting if all
Directors consent in writing to the action and such meeting is held in accordance with Open Meeting
Law; provided, however, that the consent of any Director who has a material financial interest in a
transaction to which the Corporation is a party and who is an interested director shall not be required
for approval of that transaction. Such action by written consent shall have the same force and effect
as any other validly approved action of the Governing Board. All such consents shall be filed with
the minutes of the proceedings of the Governing Board.

Interested Party Transactions and Conflict of Interest

Except as otherwise provided in the Bylaws, the Corporation cannot be a party to any transaction: (i)
in which one or more of its Directors or officers has a material financial interest; or (ii) with any
corporation, firm, association, or other entity in which one or more Directors or officers has a
material financial interest, unless: (a) the Corporation enters into the transaction for its own benefit;
(b) the transaction is fair and reasonable to the Corporation at the time the transaction is entered into;
(c) prior to consummating the transaction or any part thereof, the Governing Board authorizes or
approves the transaction in good faith, by a vote of a majority of Directors then in office (without
counting the vote of the interested Director), and with knowledge of the material facts concerning the
transaction and the interested Director’s or officer’s financial interest in the transaction; (d) prior to
authorizing or approving the transaction, the Governing Board considers and in good faith
determines after reasonable investigation that the Corporation could not obtain a more advantageous
arrangement with reasonable effort under the circumstances; and (e) the minutes of the Governing
Board at which such action was taken reflect that the Governing Board considered and made the
findings described in subsections (a) through (d) of this subsection.

Under the Bylaws, a Director or officer shall not be deemed to have a “material financial interest” in
a transaction: (i) that fixes the compensation of a Director as a Director or officer; (ii) if the contract
or transaction is part of a public or charitable program of the Corporation and it (a) is approved or
authorized by the Corporation in good faith and without unjustified favoritism, and (b) results in a
benefit to one or more Directors or their families only because they are in the class of persons
intended to be benefited by the program; or (iii) where the interested Director has no actual
knowledge of the transaction and it does not exceed the lesser of one percent of the gross receipts of
the corporation for the preceding year or One Hundred Thousand and 00/100 Dollars ($100,000.00).

Corporate Loans and Interested Party Transactions

In no event shall the Corporation be permitted to make any loan of money or property to or guarantee
the obligation of any current or former Director or officer, unless approved by the Attorney General
of the State of Arizona; except that, however, the Corporation may advance money to a current
Director or officer for expenses reasonably anticipated to be incurred in the performance of duties of
such Director or officer, if in the absence of such advance, such Director or officer would be entitled
to be reimbursed for such expenses by the Corporation in accordance with the Corporation’s
reimbursement policy established by the Independent Audit Committee. Any loan approved in
accordance with the Bylaws must state the following: (i) name of borrower; (ii) purpose of the loan;
(ii1) original principal amount; (iv) whether there is a written promissory note; (v) whether the
principal amount includes salary and/or compensation advances; (vi) whether the whether the loan
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was approved by the Governing Board or the appropriate committee, if permitted under the Bylaws;
and (vii) the repayment schedule in accordance with approved accounting plan.

No contract or other transaction between the Corporation and any corporation, firm or association of
which one or more Directors are directors is either void or voidable because such Directors are
present at the Governing Board or a committee meeting that authorizes, approves or ratifies the
contract or transaction, if: (i) the material facts as to the transaction and as to such Director’s other
directorship are fully disclosed or known to the Governing Board or committee, and the Governing
Board or committee authorizes, approves or ratifies the contract or transaction in good faith by a vote
sufficient without counting the vote of the common Director (subject to the quorum provisions of the
Bylaws); or if (b) the contract or transaction is just and reasonable as to the Corporation at the time it
is authorized, approved or ratified.

Each Director owes an absolute duty of loyalty to the Corporation.
Committees of the Governing Board

The Governing Board, by resolution adopted by a majority of the Directors then in office, may create
one or more committees, each consisting of two (2) or more Directors and no one who is not a
Director, to serve at the pleasure and discretion of the Governing Board. The committees created by
the Governing Board report directly to the Governing Board. In its capacity to control, manage and
oversee the affairs of the school, the Governing Board has formed the following committees, each of
which consist of at least two (2) Directors, to serve at the direction of the Governing Board:

. Compensation Committee. All members of the Compensation Committee shall be
disinterested persons under the Bylaws. The Bylaws define an “interested person” as being (i)
any person compensated by Espiritu for services rendered to it within the previous twelve
(12) months, whether as a full-time or part-time employee, independent contractor, or
otherwise, excluding any reasonable compensation paid to a Director as director in
accordance with the Bylaws, (ii) any brother, sister, ancestor, descendant, spouse, brother-in-
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of such
person, and (iii) a member in a commonly controlled, related or supporting organization. The
Compensation Committee shall determine the amount and terms, if applicable, of the
compensation to be paid to officers and administrative personnel. Any compensation
approved by such committee shall be based on comparable data supporting the amount of
compensation, which data shall be documented in the minutes of the committee meeting
establishing same.

. Corporate Compliance Committee. The Corporate Compliance Committee shall (i)
ensure that the Governing Board is acting in compliance with Open Meeting Law, (ii) ensure
that the minutes of the meetings and actions taken by written action or by executive session
are contemporaneously documented in the corporate records, (iii) ensure that the percentage
of interested persons comprising the Governing Board as set forth in the Bylaws is being
adhered to, (iv) evaluate the effectiveness or the Governing Board as a whole, (v) adopt and
implement a whistle-blower policy for handling complaints and for procedures or employees
to report suspected fiscal impropriety, (vi) adopt and implement a document integrity,
retention and distribution policy, and (vii) arrange and implement educational and training
seminars to be held, at a minimum, once per year, which shall be aimed at educating the
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In accordance with subsection (ii), above, an essential function of the Corporate Compliance
Committee is to oversee the adherence to the conflict of interest policy adopted by the
Governing Board to be followed by the members of the Governing Board in executing their duties.
Each Director is informed and advised of the conflict of interest policy prior to entering or assuming
the duties of the position and has agreed to be bound by the conflict of interest policy set forth in the
Bylaws which provides, in part, for the disclosure of any duality of interest or possible conflict of
interest on the part of any Director and that such duality of interest or possible conflict must be made
a part of the corporate records either through an annual procedure or when the interest becomes a
matter requiring Governing Board action and then recorded in the appropriate minutes wherein an
action related to this issue is taken. No Director having a duality of interest or possible conflict of
interest can vote or use his or her personal influence on the issue being decided however, the
Director may participate in the information gathering and answer appropriate questions related to the
issue. The minutes of any meeting where a conflict is present must reflect: (i) that a disclosure of
the conflict was made; (ii) the Director with the conflict abstained from voting; and (iii) any
other relevant factors necessary.

. Finance and Independent Audit Committee. The Finance and Independent Audit
Committee shall consist of disinterested persons, at least one (1) of whom is a financial
expert and such committee shall (i) adopt and implement a financial management policy and
ensure that the Governing Board keeps complete, current, and accurate financial reports, (ii)
review the Governing Board’s financial activities, (ii1) adopt and implement a reimbursement
policy, including, without limitation, the reimbursement of travel and entertainment
expenditures, (iv) ensure that the financial statements are compiled and annually reviewed by
an independent accountant, audited by an independent accountant and for overseeing such
process, (v) adopt and implement a policy whereby financial wrongdoing can be reported to
the committee and responded to and/or corrected by the committee; and (vi) adopt a tax-
exempt bond compliance policy and ensure that all actions taken by the Corporations are in
compliance with such policy.

o Fundraising and Solicitation Committee. The Fundraising and Solicitation
Committee, at least one (1) member of which shall act as the liaison between the Governing
Board and community, shall (i) develop and oversee the strategic plan adopted by the
Governing Board that promotes the school within the community, (ii) ensure that solicitation
materials and other correspondence to prospective donors are accurate and truthful, (iii)
ensure that contributions are being used in accordance with the donor’s intent, (iv) ensure
that donors are being provided with acknowledgement of charitable contributions in
accordance with federal tax law, and (v) adopt and implement gift acceptance, community
benefit and charity care policies to determine the situations in which an acceptance of a gift
or donation would compromise the ethics, finances, or mission of the school.

. Nominating Committee. The Nominating Committee shall (i) secure candidates for
positions and shall present a slate of qualified, acceptable candidates to the Governing Board
for approval, and (ii) establish and adopt a policy for nominating candidate and shall ensure
that all recruitment and retention activities are in compliance.
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A breakdown of the policies and procedures adopted and implemented by the foregoing committees
is provided in the schedule set forth below:

Corporate Policy Oversight Committee Committee Chair

Conflict of Interest Policy Corporate Compliance Committee Adrian Daniel Ruiz

Document Integrity, Corporate Compliance Committee ~Adrian Daniel Ruiz

Retention and Destruction

Policy

Gift Acceptance Policy Fundraising and Solicitation Margaret April
Committee

Community Benefit Policy Fundraising and  Solicitation Margaret April
Committee

Charity Care Policy Fundraising and  Solicitation Margaret April
Committee

Financial Management Policy Finance and Independent Audit Jorge Ignacio Sandoval
Committee

Whistle-Blower Policy Finance and Independent Audit Jorge Ignacio Sandoval
Committee

Tax-Exempt Bond Finance and Independent Audit Jorge Ignacio Sandoval

Compliance Policy Committee

Reimbursement Policy Finance and Independent Audit Jorge Ignacio Sandoval
Committee

Recruitment Policy Nominating Committee Monica Ivana Rivera

B. Commitment to Train Directors in Open Meeting Law.

All actions of the Governing Board must comply with Open Meeting Law, in accordance with the
Bylaws. Espiritu takes all steps necessary to educate each Director on the requirements of Open Meeting
Law initially upon being appointed to the Governing Board through the Orientation Training that each
Director is required to attend within the first three (3) weeks of his or her appointment and annually
through each Director’s mandatory attendance at the Annual Training seminar series conducted by the
Corporate Compliance Committee.

A member of the Corporate Compliance Committee is required to attend each Orientation Training to
ensure that each Director fully understands the materials on Open Meeting Law and to make itself
available for any questions. Moreover, at the Orientation Training, each Director is provided with a
handout prepared by Liz Hill, Assistant Ombudsman, entitled “Open Meeting Law 101: Arizona’s Open
Meeting Law in a Nutshell” which thoroughly explains the requirements of Open Meeting Law. See
attached.
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The Governing Board, through the Corporate Compliance Committee, conducts an annual internal
review to ensure that full and accurate minutes of its meetings are maintained and available to the
public in accordance with Open Meeting Law.

Part 4: Role of Governing Board in Monitoring Academic Performance
Policies that Promote Academic Achievement

The Governing Board believes that academic curriculum, instructional objectives and its evaluation
are important to student’s classroom performance, emotional and moral growth. The Governing
Board has formulated the following general goals in fulfillment of its main objective of increasing
academic performance:

CURRICULUM:

Curriculum is the road map for student’s academic performance and as such it must cover the
following key ingredients:

Input from educational staff, students, parents/guardians and community;
Annual data regarding student achievement;

Alignment of learning standards, assessment and graduation requirements;
Community and student expectations for courses and programs.

Espiritu’s strategic curriculum is to provide instruction in four core areas: Math/Science, Language
Arts, History/Social Studies, and the Classics. The foundation of Espiritu’s philosophy is the
Traditional Classical educational system, where education has three types of learning, with each
corresponding to particular grade levels:

Kinder-6" Grade: (Grammar) Memorization of basic facts; acquisition of classical
languages, and history

Grades 7—9: (Logic) Piecing together of basic facts and logical interpretation of
them

Grades 10-14: (Rhetoric) Clear articulation of logical thoughts

Espiritu’s campus is a prepared learning environment organized into small village schools. Each
village school corresponds to the Traditional levels: Kindergarten through the Third Grade, Grades
4-6; Junior High (Grades 7-8) and College Prep (Grades 9-12). The classrooms are designed to give
structure, organization, and order to the learning experience where the teacher, as the facilitator of
the learning process, prepares an Individual Learning Plan for each student to complement his/her
unique learning needs.

The Governing Board plays an active role in the evaluation of the curriculum and ensures that the
curriculum is current and is linked to instructional needs. The Governing Board holds administrative
officials and personnel responsible for adhering to the academic standards set by the Governing
Board and continually establishes criteria for the evaluation of the curriculum and instructional
programs to ensure that (i) the school is meeting state and national standards and requirements, as
well as required testing, (i1) the curriculum and instructional programs are perpetually updated to

BN 5888263v2





provide latest in instruction meet the stated objectives, and (iii) each student receives a lifetime
professional success, ethical and moral embodiment.

INSTRUCTION:

The Governing Board believes that instructional goals provide the integrated framework for
delivering the school curriculum as well as giving the students the knowledge and skills necessary to
become productive members of the community. As such, the Governing Board has adopted the
following guidelines for achieving instructional goals: (i) align instructional goals with learning
standards for students; (ii) focus on the school’s overall vision/mission for the operation and
management of the school and its visibility and involvement in the community; and (iii) assure that
each school achieves the academic requirements necessary for the school to make Adequate Yearly
Progress (AYP) as defined in Arizona’s plan for complying with the federal No Child Left Behind
Act (NCLB).

In fulfilling the foregoing objectives, the Governing Board has implemented a strategic academic
plan whereby it has formulated the following clear measurement tools that accurately identify the
academic performance of all of its students:

The overall percentage of students passing AIMS — 75%;

The overall percentage of students in “Excelling” — 5%;

The reduction of the overall percentage of students in “Falls Far Below” — 8%;

The increase of the overall percentage of students who will improve their AIMS score even if

they do not pass the exam — 75%;

The increase the level of proficiency in ELL students in reading and writing skills — 10%;

e Reading and Math Points calculated for:

e For each village

e For each classroom within that village

e For each student within that classroom

An individual learning plan will be provided for each student;

Develop and implement math and reading strategies based on student achievement data;

Merge and integrate student data with the web-site

Communicate with parents the following every quarter:

e At what level should the student be, according to our standards?

e At what level is the student according to our standards?

e What is the strategy to continue to challenge the student to perform above level, or
bring him or her to the desired performance?

These activities are performed in concert with the academic staff, parents and the community
leadership.

Policies that Set Forth Fiscal Responsibility
The Governing Board expects that the administrative personnel will actively keep the Governing

Board current on the budgeting and management decisions as they impact the academic curriculum
and standards determined by the Governing Board. The Governing Board plays an active part in
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monitoring the financial allocations to ensure that the academic goals and visions of the school are
implemented in accordance with the Charter Contract and State and Federal guidelines.

The Governing Board, through the Independent Audit Committee, has adopted the following fiscal
policies to ensure that corporate resources and funding are not being misused: (i) a financial
management policy that includes requiring the administrative personnel to attend regular training
sessions and educational seminars offered by supervising and regulatory agencies to ensure that
complete, current, and accurate financial reports are being maintained; (ii) a reimbursement policy,
including, without limitation, the reimbursement of travel and entertainment expenditures for the
Governing Board; (iii) a whistle-blower policy whereby financial wrongdoing can be reported to the
committee and responded to and/or corrected by the committee in a private, confidential
environment; and (iv) a tax-exempt bond compliance policy and ensure that all actions taken by the
Corporations are in compliance with such policy.

The Governing Board, through the oversight of the Independent Audit Committee, independently
reviews the school’s monthly balance sheet of assets and liabilities and monthly income expense
sheet to ensure that internal financial reporting techniques are being strictly adhered to. In this
capacity as well, the Independent Audit Committee is responsible for ensuring that such financial
reports and statements are reviewed and audited on an annual basis by an independent accountant and
for monitoring the internal operations of the school to avoid material findings of fact with respect to
same. The Governing Board continues to retain Walker & Armstrong LLP, Certified Public
Accountants and Advisors, as the accountant for the Corporation.

Policies that Impact the Health of the Organization as a Whole

The Governing Board has created and implemented the concept known as “Spirit Centers” for
teachers, parents and students of the school in order to provide them with the additional resources,
training and information needed to succeed. In general, each Spirit Center provides for frequent
orientation classes and retreats in addition to training and information materials to familiarize the
teachers, parents and students with the mission and direction of the school.

The Parent Spirit Center

The philosophy behind the Parent Spirit Center is simple — to create a place where parents are free
and comfortable to drop by at any time and familiarize themselves with the academic curriculum
promoted by the school and the Arizona Department of Education. A sample of the information that
the parents will be provided with: (i) the level that their child should be performing at according to
the Arizona State Education standards; (ii) the level that their child is performing at while enrolled at
the school; and (iii) individualized techniques that assist the parent in bringing their child up to the
desired performance level. State of the art technology at each Spirit Center, including, without
limitation, access to the Internet, newsletters and videos, will give parents the much needed access to
materials created by the Arizona State Education and the tools to effectively assess the performance
level of their child in relation to other children in the community. The Parent Spirit Center will also
provide orientation classes and retreats for parents in order to familiarize parents with the mission
and vision of the school. The Governing Board hopes that each parent’s involvement in the education
that their child is receiving at the school will expand as a result of the resources provided to them at
the Parent Spirit Center.
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The Teacher/Staff Spirit Center

The Governing Board intends to utilize the Teacher/Staff Spirit Center as a centralized location
where the teachers and staff can research academic resources for classroom materials. The same state
of the art technology will allow teachers and staff to communicate and share information and
resources with other State teachers and administrative staff creating a free flow of information. The
Teacher/Staff Spirit Center will also provide orientation classes and retreats for the teachers and staff
in order to familiarize the teachers and staff with the mission and vision of the school. Further, the
Teacher/Staff Spirit Center will provide frequent educational training seminars to ensure that the
teachers and staff stay current on the evolving academic curriculum and standards set by the Arizona
Department of Education and the Governing Board.

The Student Spirit Center

The focus of the Student Spirit Center is the development of the mind and body of the individual
student. The Student Spirit Center will provide a centralized location where clubs and organizations
can meet during the lunch hour as well as after school, including the Servant Leadership Program
which is designed to encourage students to be of service within their community by actively
participating in local volunteer opportunities. Again, the state of the art technology will allow
students to stay connected with the global community. The Student Spirit Center will also house a
library and tutoring center for math, language and reading to provide students extended studying and
tutoring hours in the foregoing focus areas.

BN 5888263v2





AMENDED & RESTATED BYLAWS
OF
ESPIRITU COMMUNITY DEVELOPMENT CORPORATION
an Arizona Non-Profit Corporation

THESE BYLAWS ARE BEING AMENDED AND RESTATED IN ORDER TO CORRECT
CERTAIN ERRORS CONTAINED IN THE BYLAWS DATED JANUARY 18, 1994,

Section 1.

Section 2.

Section 3.

Section 4.

Section 5.
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ARTICLE I: NAME, PURPOSES AND DEDICATION

Name. The name of this non-profit corporation shall be Espiritu Community
Development Corporation (the “Corporation”).

Purposes. This Corporation is organized and shall be operated as a non-profit
corporation under the laws of the State of Arizona, exclusively for charitable and
educational purposes within the meaning of Section 501(c)(3) of the Internal
Revenue Code, including, but not limited to, the operation of charter schools in
the State of Arizona pursuant to A.R.S. §15-181.

Not For Profit Corporation; Nonpartisan Activities. This Corporation has been
formed under the Arizona Nonprofit Corporation Act for the purposes described
above, and it shall be nonprofit and nonpartisan. The Corporation shall not
directly or indirectly perform any act or transaction any business that would
jeopardize its status as a public school in the State of Arizona or to jeopardize any
tax-exempt status of the Corporation under the Arizona Nonprofit Corporation
Act and any Internal Revenue laws, including, the tax-exempt status of a
corporation under Section 501(c)(3) of the Internal Revenue Code and its
regulations as any of those laws and regulations may exist or may hereafter be
amended. No substantial part of the activities of the Corporation shall consist of
the publication or dissemination of materials with the purpose of attempting to
influence legislation, and the Corporation shall not participate or intervene in any
political campaign on behalf of any candidate for public office or for or against
any cause or measure being submitted to the people for a vote.

Dedication of Assets. This Corporation’s assets are irrevocably dedicated to
charitable purposes. No part of the net earnings, properties, or assets of the
Corporation, on dissolution or otherwise, shall inure to the benefit of any private
person or individual, or to any Director or officer of the Corporation. On
liquidation or dissolution, all properties and assets remaining after payment, or
provision for payment, of all debts and liabilities of the Corporation shall be
distributed to entities, trusts, funds, or corporations that are organized and
operated exclusively for charitable purposes and that have established exempt
status under Internal Revenue Code Section 501(c)(3).

Prohibition against Private Inurement and Excess Benefit.
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1) No Director, officer, employee of the Corporation, member of a
committee of the Corporation, or any other private individual shall receive
at any time any of the net earnings or pecuniary profit of the Corporation,
except that the Corporation can pay reasonable compensation for services
rendered in accordance with these Bylaws; provided, however, that
compensation shall not be paid if such payment would constitute an
unreasonable act of self-dealing or would result in the termination of the
Corporation's tax exempt status under Section 501(c)(3) of the Internal
Revenue Code.

@) No Director, officer, employee of the Corporation, member of a
committee of the Corporation, or any other private individual shall be
entitled to share in the distribution of any of the corporate assets in the
event of the Corporation's dissolution. All Directors shall be deemed to
have expressly consented and agreed that upon such dissolution or winding
up of the Corporation's affairs, whether voluntary or involuntary, all of the
Corporation's assets remaining after all debts have been satisfied shall be
distributed exclusively to other tax-exempt corporations operating with
similar purposes as the Corporation’'s purposes provided in the Articles of
Incorporation.

Non-Discrimination Policy. The Corporation, in its operation as a public charter
school, that is non-sectarian and publicly funded, shall admit students of any
gender, religion, race, color, national and ethnic origin to all the rights, privileges,
programs, and activities generally accorded or made available to students at the
charter school. Any charter school managed and/or operated by the Corporation
shall not discriminate on the basis of gender, religion, race, color, national and
ethnic origin in the charter school's administration of its educational policies,
admissions policies, or charter school administered programs.

ARTICLE Il: MEMBERS AND OFFICES

Members. This Corporation shall not have members within the meaning of the
Arizona Nonprofit Corporation Act.

Offices. Offices may be established and maintained at such place or places in the
State of Arizona as the Board of Directors may from time to time designate. The
Board of Directors shall designate the location of the principal executive office of
the Corporation.

ARTICLE I1l: DIRECTORS

Number of Directors. The authorized number of Directors shall at all have not
less than three (3) and not more than seven (7). The exact authorized number of
Directors shall be determined from time to time by the Board of Directors of the
Corporation. The initial authorized number of Directors shall be three (3).
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Election of Directors. The Directors of the Corporation shall elect the Directors
of the Corporation. Each Director shall be elected to a term of one (1) year each
and until a successor Director has been designated and qualified.

Duties and Qualifications; Conflict of Interest Policy. The affairs of the
Corporation shall be managed by a Board of Directors. The Board of Directors
shall have the duty and power to control, manage and oversee all affairs of the
Corporation, including, without limitation, (i) shall review and approve the
Corporation’s purpose statement; (ii) shall approve and oversee the Corporation’s
strategic plan and maintain strategic oversight of corporate operational matters;
(iii) shall provide for an annual audit; (iv) shall adopt a financial management
policy; (v) shall adopt a whistle-blower policy; (vi) shall adopt a document
integrity, retention and destruction policy; (v) shall adopt and implement policy
regarding tax exempt bond compliance; (vi) a reimbursement policy, including
travel and entertainment expenditures; (vi) a gift acceptance policy; (vii)
community benefit policy; (viii) charity care policy; (ix) a recruitment policy; (x)
shall approve and adopt an annual budget; (xi) shall select, evaluate and
determine the level of compensation for a Director and/or officer; (xii) ensure the
inclusiveness and diversity of the Corporation; (xiii) shall approve all contracts
and purchases; (xiv) shall provide for an annual audit; and (xv) shall direct and
supervise all business necessary for the Corporation to carry out its objectives and
purposes, including, when required, the ratification of acts to be carried out on
behalf of a charter school being operated by the Corporation pursuant to Arizona
Charter School Law, A.R.S. § 15-181, et seq.

In lieu of the adoption of any formal conflict of interest policy, the Board of
Directors shall be bound by the provisions in this Article 111, Section 3 and Article
VI. No Director having a duality of interest or possible conflict of interest shall
vote or use his/her personal influence on the issue being decided however, the
Director may participate in the information gathering and answer appropriate
questions related to the issue. The minutes of any meeting where a conflict is
present should reflect: (a) that a disclosure of the conflict was made; (b) the
Director with the conflict abstained from voting; and (c) any other relevant factors
necessary. All Directors shall be informed and advised of the terms and conditions of
this Article 111, Section 3 an Axrticle VI prior to entering or assuming the duties of
his/her office. The Board shall be allowed to rely on statements and opinions of the
Corporation’s legal counsel, accountants, and other experts in making decisions
related to the fairness or reasonableness of any transactions where duality of
interests exist.

Compensation. Subject to the terms and conditions of Article IlI, Section 5
below, the Corporation shall not pay any compensation to Directors for services
rendered to the Corporation as Directors, except that Directors may be reimbursed
for expenses incurred in the performance of their duties to the Corporation, in
reasonable amounts as approved in advance by the Board.

Quialifications; Restriction on Interested Persons as Directors.
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Each member of the Board of Directors must: (a) be over the age of eighteen (18);
(b) pass a background check as required by the Department of Education and any
appropriate sponsoring board of the Corporation, which will include as a
minimum, a fingerprint check showing that there exists no criminal records which
could adversely affect the Corporation or its operation as a public school; and (c)
establish that each Director possesses significant experience and qualifications to
further the Board of Director’s commitment to the educational and charitable
purposes of the Corporation as set forth herein, including, without limitation,
educational, business, managerial and fund-raising skills.

No more than sixty-seven percent (67%) of the persons serving on the Board of
Directors may be “interested persons.” For the purpose of this Article 111, Section
5, an interested person is (a) any person compensated by the Corporation or a
related organization for services rendered to it within the previous twelve (12)
months or in excess of ten thousand and 00/100 dollars ($10,000.00), whether as a
full-time or part-time employee, independent contractor, or otherwise, excluding
any reasonable compensation paid to a Director as Director in accordance with
these Bylaws; (b) any brother, sister, ancestor, descendant, spouse, brother-in-law,
sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of such
person; or (c) any person who received, directly or indirectly, a material financial
benefit from the Corporation. However, any violation of this subsection shall not
affect the validity or enforceability of transactions entered into by the
Corporation.

Regular Meetings. The Directors shall meet at least once in each fiscal year for
the purpose of election of Directors, appointment of officers, review and approval
of the corporate budget and transaction of other business and may hold such other
meetings from time to time at such time and place fixed by the Board of Directors
by resolution. An annual meeting of Directors shall be held on the first Friday of
June of each year at 6:00 p.m., unless the Board fixes another date or time and so
notifies the Directors as provided herein. If the scheduled date falls on a legal
holiday, the meeting shall be held on the next full business day. At the meeting,
officers shall be appointed and other proper business may be transacted. The call,
notice, holding, and conduct of meetings of the Board of Directors shall be as set
forth in accordance with Open Meeting Law, as the same may be amended from
time to time.

Special Meetings. Special meetings of the Board of Directors for any purpose
may be called at any time by the Chairperson of the Board, or the President, or the
Secretary, or any two (2) Directors in accordance with Open Meeting Law.
Executive sessions may be called at any time for the purposes identified in A.R.S.
Section 38-431.03 and shall be held in accordance with Open Meeting Law.

Notice of Meetings.

1) Except the time and place of a Regular Meeting is set by the Board of
Directors by resolution in advance as permitted under Article 111, Section 6, notice
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of the time and place of all Regular and Special Meetings shall be given to each
Director by one of the following methods: (a) personal delivery of written notice;
(b) first-class mail, postage paid; or (c) facsimile, electronic mail (“e-mail”) or
other means of electronic transmission if the recipient has consented to accept
notices in this manner. All such notices shall be given or sent to the Director’s
address, facsimile number or e-mail address as shown on the records of the
Corporation. All notices shall be in compliance with Open Meeting Law.

@) The Board of Directors shall file a statement with the Arizona Secretary of
State and any other governmental or quasi-governmental agency setting forth
where public notices of meetings shall be posted and shall give additional public
notice as is reasonable and practicable as to all meetings.

3) Notices sent by first-class mail shall be deposited into a United States mail
box at least two (2) days before the time set for the meeting. Notices given by
personal delivery, facsimile, or e-mail shall be delivered at least twenty-four (24)
hours before the time set for said meeting, unless in the case of an actual
emergency.

4) The notice shall state the time and place for the meeting, except that if the
meeting is scheduled to be held at the principal office of the Corporation, the
notice shall be valid if no place is specified. The notice shall include an agenda of
matters to be discussed or decided at the meeting, unless such meeting is called as
an executive session or as otherwise provided in these Bylaws.

(5) Regular and Special Meetings of the Board of Directors may be held at
any place within the State of Arizona that has been designated in the notice of the
meeting, or, if not stated in the notice, or, if there is no notice, designated by
resolution of the Board of Directors. If the place of a Regular or Special Meeting
is not designated in the notice or fixed by a resolution of the Board of Directors, it
shall be held at the principal office of the Corporation.

(6) The transactions of any meeting of the Board of Directors, however called
and noticed or wherever held, shall be valid as though taken at a meeting duly
held after regular call and notice if (a) a quorum is present, and (b) either before
or after the meeting, each of the Directors who is not present at the meeting signs
a written waiver of notice, a consent to holding the meeting, or an approval of the
minutes. The waiver of notice or consent does not need to specify the purpose of
the meeting. All waivers, consents, and approvals shall be filed with the corporate
records or made a part of the minutes of the meeting. Also, notice of a meeting is
not required to be given to any Director who attends the meeting without
protesting before or at its commencement about the lack of adequate notice.
Directors can protest the lack of notice only by presenting a written protest to the
Secretary either in person, by first-class mail addressed to the Secretary at the
principal office of the Corporation as contained in the records of the Corporation
as of the date of the protest, or by facsimile addressed to the facsimile number of
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the Corporation as contained in the records of the Corporation as of the date of the
protest.

Quorum and Action of the Board.

1) A majority of the Directors then in office, but no fewer than two (2)
Directors, shall constitute a quorum for the transaction of business. Each Director
is entitled to one (1) vote.

2 Every act taken or decision made by a vote of the majority of the Board of
Directors present at a meeting duly held at which a quorum is present is the act of
the Board, unless a greater number is expressly required by the Arizona Nonprofit
Corporation Act, the Articles of Incorporation or these Bylaws. A meeting at
which quorum is initially present may continue to transact business,
notwithstanding the withdrawal of Directors from the meeting, if any action taken
is approved by at least a majority of the required quorum for that meeting.

3) The following actions shall require a vote by a majority of all Directors
then in office to be effective: (a) approval of contracts or transactions in which a
Director has a direct or indirect material financial interest as described in Section
Avrticle VI, provided that the vote of any interested Director(s) is not counted; (b)
creation of, and appointment to, a committee established under Section Acrticle I1l,
Section 12; (c) removal of a Director without cause as described in Article IlI,
Section 13; and (d) indemnification of Directors as described in Article V.

4 All actions of the Board of Directors shall at all times comply with A.R.S.
Sections 38-431 to 431.09 (the “Open Meeting Law”). In the event that an action is
taken in violation of the Open Meeting Law, such action shall be null and void,
unless such action has been ratified by the Board of Directors in accordance with
A.R.S. Section 38-431.05.

Conduct of Meetings. Meetings of the Board of Directors shall be presided over
by the Chairperson, or if there is no Chairperson or the Chairperson is absent, the
President or, in the absence of each of these persons, by a chairperson of the
meeting chosen by a majority of the Directors present at the meeting. Meetings
shall be governed by the rules of procedure as may be determined by the Board
from time to time, insofar as such rules are not inconsistent with or in conflict
with these Bylaws, with the Articles of Incorporation, or with any provision of
law applicable to the Corporation.

Action without Meetings; Executive Session. Any action that the Board of
Directors is required or permitted to take may be taken without a meeting if all
Directors consent in writing to the action and such meeting is held in accordance
with Open Meeting Law; provided, however, that the consent of any Director who
has a material financial interest in a transaction to which the Corporation is a
party and who is an “interested director” as defined in A.R.S. Section 10-2006
and these Bylaws, shall not be required for approval of that transaction in





Section 12.

BN 5586749v1

Creation and Powers of Committees.

The Board of Directors, by resolution adopted by a majority of the Directors then
in office, may create one or more committees, each consisting of two (2) or more
Directors and no one who is not a Director, to serve at the pleasure of the Board
of Directors. Appointments to committees of the Board shall be by majority vote
of the Directors then in office. Any such committee shall have all the authority of
the Board of Directors, to the extent provided in the Board of Directors resolution,
except that no committee may do the following: (i) Fill vacancies on the Board of
Directors or any committee of the Board; (ii) Fix compensation of the Directors
for serving on the Board of Directors or on any committee; (iii) Amend or repeal
bylaws or adopt new bylaws; (iv) Amend or repeal any resolution of the Board of
Directors that by its express terms is not so amendable or repealable; (v) Create
any other committees of the Board of Directors or appoint the members of
committees of the Board; and (vi) Approve a transaction (a) between the
Corporation and one or more of its Directors or (b) between the Corporation or
any entity in which one or more of its Directors have a material financial interest.

Meetings and action of Committees shall be governed by, and held and taken in
accordance with, the provisions of Article I11 concerning meetings of Directors,
with such changes in the context of Article 11l as are necessary to substitute the
Committee and its members for the Board of Directors and its members, except
that the time for Regular Meetings of Committees may be determined by
resolution of the Board of Directors, and Special Meetings of Committees may
also be called by resolution of the Board of Directors. Minutes shall be kept of
each meeting of any Committee and shall be filed with the corporate records. The
Committee shall report to the Board of Directors from time to time as the Board
of Directors may require. The Board of Directors may adopt rules for the
governance of any Committee not inconsistent with the provisions by these
Bylaws. In the absence of rules adopted by the Board of Directors, the Committee
may adopt such rules.

The Board of Directors, by resolution adopted by a majority of the Directors then
in office, shall create the following committees to serve at the pleasure of the
Board of Directors:

1) Nominating Committee. The nominating committee shall (i) secure
candidates for officer positions and shall present a slate of qualified, acceptable
candidates to the Board of Directors for approval, and (ii) establish and adopt a
policy for nominating candidate and shall ensure that all activities are in
compliance.





BN 5586749v1

2 Finance and Independent Audit Committee. The finance committee
shall consist of disinterested persons, at least one (1) of whom is a financial expert
and such committee shall (i) adopt a financial management policy and ensure that
the Corporation keeps complete, current, and accurate financial reports, (ii)
review the Corporation’s financial activities, (iii) adopt a reimbursement policy,
including, without limitation, the reimbursement of travel and entertainment
expenditures, (iv) adopt a policy whereby financial wrongdoing can be reported to
the committee and responded to and/or corrected by the committee; (vi) adopt e
tax-exempt bond compliance policy and ensure that all actions taken by the
Corporations are in compliance with such policy; and (v) shall ensure that the
Corporation’s financial statements are compiled and annually reviewed by an
independent accountant and audited by an independent accountant and shall
oversee such process.

4) Compensation Committee. All members of the compensation committee
shall be disinterested persons under these Bylaws. The compensation committee
shall determine the amount and terms, if applicable, of the compensation to be
paid to officers and administrative personnel. Any compensation approved by
such committee shall be based on comparable data supporting the amount of
compensation, which data shall be documented in the minutes of the committee
meeting establishing same.

5) Corporate Compliance Committee. The corporate compliance
committee shall (i) ensure that the Corporation is in compliance with Open
Meeting Law, (ii) ensure that the minutes of the meetings and actions taken by
written action or by executive session are contemporaneously documented in the
corporate records, (iii) ensure that the percentage of interested persons comprising
the Board of Directors as set forth in these Bylaws is being adhered to, (iv)
evaluate the effectiveness or the Board of Directors as a whole, (v) adopt a
whistle-blower policy for handling complaints and for procedures or employees to
report suspected fiscal impropriety, (vi) adopt a document integrity, retention and
distribution policy, and (v) arrange and implement training sessions and seminars
to be held, at a minimum, once per year, which shall be aimed at educating the
Board of Directors on corporate issues such as compliance with Open Meeting
Law and corporate governance issues.

(6) Fundraising and Solicitation Committee. The fundraising committee, at
least one (1) member of which shall act as the liaison between the Corporation
and community, shall The independent audit committee shall consist of
disinterested persons, at least one (1) of whom is a financial expert shall (i) ensure
that solicitation materials and other correspondence to prospective donors are
accurate and truthful, (ii) ensure that contributions to the Corporation are being
used in accordance with the donor’s intent, (iii) ensure that donors are being
provided with acknowledgement of charitable contributions in accordance with
federal tax law, and (iv) adopt gift acceptance, community benefit and charity
care policies to determine the situations in which an acceptance of a gift or
donation would compromise the ethics, finances, or mission of the Corporation.
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A majority of the Committee members shall constitute a quorum for the
transaction of Committee business. Every act taken or decision made by a
majority of the Committee members present at a meeting duly held at which a
quorum is present shall be regarded as an act of the Committee, subject to the
provisions of the Arizona Nonprofit Corporation Act relating to actions that
require a majority vote of the entire Board of Directors. A meeting at which a
quorum is initially present may continue to transact business, notwithstanding the
withdrawal of Committee members, if any action taken is approved by at least a
majority of the required quorum for that meeting.

The Board of Directors may, at any time, revoke or modify any or all of the
authority that the Board of Directors has delegated to a Committee, increase or
decrease (but not below two) the number of members of a Committee, and fill
vacancies in a Committee from the members of the Board of Directors.

Vacancies.

1) Events Causing Vacancy. A vacancy or vacancies in the Board of
Directors shall be deemed to exist on the occurrence of the following:
(a) the death, resignation, or removal of any Director, (b) the declaration
by resolution of the Board of Directors of a vacancy of the office of a
Director who has been declared of unsound mind by an order of court or
convicted of a felony or has been found by final order or judgment of any
court to have breached a duty under A.R.S. Section 10-2006, and
following of the Arizona Nonprofit Corporation Act, (c) the increase of
the authorized number of Directors, or (d) the failure of the Board of
Directors, at any meeting at which any Director or Directors are to be
elected, to elect the full authorized number of Directors.

2 Resignations. Except as provided in this subsection any Director may
resign, which resignation shall be effective on giving written notice to the
Chairman of the Board, the President, the Secretary, or the Board of
Directors, unless the notice specifies a later time for the resignation to
become effective. If the resignation of a Director is effective at a future
time, the Board of Directors may appoint a successor to take office when
the resignation becomes effective. No Director may resign when the
Corporation would then be left without a duly appointed Director or
Directors in charge of its affairs.

3) Vacancies Filled. Any vacancy on the Board of Directors shall be filled
by a Director appointed by the Board of Directors. If there is a vacancy on
the Board of Directors, including, a vacancy created by the removal of a
Director, the Board may fill such vacancy by electing an additional
director as soon as practicable after the vacancy occurs. If the number of
Directors then in office is less than quorum, additional directors may be
elected to fill such vacancies by (a) the unanimous written consent of the
Directors then in office, (b) the affirmative vote of a majority of the
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4) No Vacancy on Reduction of Number of Directors. No reduction of the
authorized number of Directors shall have the effect of removing any
Director before that Director's term of office expires.

5) Term. Any Director or appointed officer shall hold office until the
expiration of the term for which appointed and the appointment of his
successor is appointed.

Delegation.

The Board of Directors may delegate the management of the activities of the
Corporation to any person or persons, management company or Committee
however composed, provided that the activities and affairs of the Corporation
shall be managed and all corporate powers be exercised under the ultimate
direction of the Board of Directors.

ARTICLE IV: OFFICERS

Officers. The officers of the Corporation shall consist of the President, Secretary,
Treasurer, and any such other officers as the Board of Directors may appoint. A
person may hold more than one of these offices at one time; provided, however,
that the President and the Secretary or Treasurer may not be held by the same
person. Officers may be elected for ( ) consecutive terms.

Appointment and Qualification. The Board of Directors shall appoint all
officers of the Corporation for terms of one (1) year, or until their successors are
appointed and qualified.

Removal. Subject to the rights, if any, of the officer under any contract of
employment, any officer of the Corporation may be removed with or without
cause by the Board of Directors at any time.

Resignation. Any officer may resign at any time by giving written notice to the
Corporation. Any such notice of resignation shall take effect at the date of the
receipt of that notice or at any later time specified by that notice and unless
otherwise specified in that notice, the acceptance of the resignation shall not be
necessary to make it effective. Any resignation is without prejudice to the rights,
if any, of the Corporation under any contract to which the officer is a party.

Vacancies. A vacancy in any office because of death, resignation, removal,
disqualification, or any other cause shall be filled in the manner prescribed in
these Bylaws for regular appointments to that office, provided that such vacancies
shall be filled as they occur and not on an annual basis. In the event of a vacancy
in any office other than the President or one appointed in accordance with Article
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President. The President shall, if present, preside at all meetings of the Board of
Directors and exercise and perform such other powers and duties as may be from
time to time assigned to him by the Board of Directors or prescribed by the
Bylaws. The President shall be an ex-officio member of all Committees,
countersign all financial certificates, and enforce the Bylaws. The President shall
serve a one-year term.

Treasurer. The Treasurer shall send or cause to be given to the Directors such
financial statements and reports as are required to be given by law, by these
Bylaws, or by the Board. The books of account shall be open to inspection by any
Director at all reasonable times. The Treasurer shall (a) deposit, or cause to be
deposited, all money and other valuables in the name and to the credit of the
Corporation with such depositories as the Board may designate; (b) disburse the
Corporation’s funds as the Board may order; (c) render to the President and the
Board, when requested, an account of all transactions as Treasurer and of the
financial condition of the Corporation; and (d) have such other powers and
perform such other duties as the Board or the Bylaws may require.

Secretary. The Secretary shall keep or cause to be kept, at the Corporation’s
principal office or such other place as the Board may direct, a book of minutes of
all meetings, proceedings, and actions of the Board and of Committees of the
Board. The minutes of meetings shall include the time and place that the meeting
was held; whether the meeting was annual, regular, or special, and, if special, how
authorized; the notice given; the names of persons present at Board and
committee meetings. The Secretary shall keep or cause to be kept, at the principal
office of the Corporation, a copy of the Articles of Incorporation and Bylaws, as
amended to date. The Secretary shall give, or cause to be given, notice of all
meetings of the Board, and of committees of the Board that these Bylaws require
to be given. The Secretary shall keep the corporate seal, if any, in safe custody
and shall have such other powers and perform such other duties as the Board or
the Bylaws may require.

Compensation.

1) Salaries Fixed by Board. The salaries of officers, if any, shall be fixed
from time to time by resolution of the Board of Directors or by the person or
Committee to whom the Board of Directors has delegated this function, and no
officer shall be prevented from receiving such salary by reason of the fact that he
or she is also a Director, provided, however, that such compensation paid a
Director for serving as an officer shall only be allowed if permitted under the
provisions of Article 111, Section 4. In all cases, any salaries received by officers
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shall be reasonable and given in return for services actually rendered for the
Corporation which relate to the performance of the public benefit purposes of the
Corporation. No salaried officer serving as a Director shall be permitted to vote
on his or her own compensation as an officer.

(@) Fairness of Compensation. The Board shall periodically review the
fairness of compensation, including benefits, paid to the President (a) once the
officer is hired, (b) upon any extension or renewal of the officer’s term of
employment, and (c) when the officer’s compensation is modified (unless all
employees are subject to the same general modification of compensation).

Special Corporate Acts.

1) All checks, drafts, notes, bonds, bills of exchange and orders for payment
of money of the Corporation from its charter school operations shall be
signed by the Treasurer or such other person or persons as the Board of
Directors may from time to time designate.

(2 The Board may, in any instance, designate the officer and/or agent who shall
have the authority to execute any contract, conveyance, mortgage or other
instrument on the Corporation's behalf, or may ratify or confirm any such
execution. When the execution of any instrument has been authorized
without specifying the executing officers or agents, the President, the
Secretary or the Treasurer may execute the same in the name and on behalf
of the Corporation and may affix the corporate seal, if any, if necessary,
thereto.

SECTION 1. INDEMNIFICATION OF DIRECTORS, OFFICERS,
EMPLOYEES, AND OTHER AGENTS

Definitions. For the purpose of this Article V,

“Agent” means any person who is or was a Director, officer, employee, or other
agent of the Corporation, or is or was serving at the request of the Corporation as
a Director, officer, employee, or agent of another foreign or domestic corporation,
partnership, joint venture, trust, or other enterprise;

“Proceeding” means any threatened, pending, or completed action or proceeding,
whether civil, criminal, administrative, or investigative; and

“Expenses” includes, without limitation, all attorneys’ fees, costs, and any other
expenses incurred in the defense of any claims or Proceedings against an Agent
by reason of his position or relationship as Agent and all attorneys’ fees, costs,
and other expenses incurred in establishing a right to indemnification under this
Article V.

Successful Defense by Agent. To the extent that an Agent of the Corporation has
been successful on the merits in the defense of any Proceeding referred to in this
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Section 4.
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Actions Brought by Persons Other than the Corporation. Subject to the
required findings to be made pursuant to Article V, Section 5 below, the
Corporation shall indemnify any person who was or is a party, or is threatened to
be made a party, to any Proceedings other than an action brought by, or on behalf
of, the Corporation, or by an officer, Director or person granted related status by
the Attorney General, or by the Attorney General on the ground that the defendant
Director was or is engaging in self dealing within the meaning of A.R.S. Section
10-2006, or by the Attorney General or a person granted related status by the
Attorney General for any breach of duty relating to assets held in charitable trust,
by reason of the fact that such person is or was an Agent of the Corporation, for
all Expenses, judgments, fines, settlements, and other amounts actually and
reasonably incurred in connection with the Proceeding.

Action Brought by or on behalf of the Corporation.

Q) Claims Settled Out of Court. If any Agent settles or otherwise disposes
of a threatened or pending action brought by or on behalf of the
Corporation, with or without court approval, the Agent shall receive no
indemnification for either amounts paid pursuant to the terms of the
settlement or other disposition or for any Expenses incurred in defending
against the Proceeding.

2 Claims and Suits Awarded Against Agent. The Corporation shall
indemnify any person who was or is a party or is threatened to be made a
party to any threatened, pending, or completed action brought by or on
behalf of the Corporation by reason of the fact that the person is or was an
Agent of the Corporation, for all Expenses actually and reasonably
incurred in connection with the defense of that action, provided that both
of the following are met:

Q) The determination of good faith conduct required by Section 5,
below must be made in the manner provided for in that section;
and

(i) Upon application, the court in which the action was brought must
determine that, in view of all of the circumstances of the case, the
Agent should be entitled to indemnity for the Expenses incurred.
If the Agent is found to be so entitled, the court shall determine the
appropriate amount of Expenses to be reimbursed.
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Determination of Agent’s Good Faith Conduct. The indemnification granted
to an Agent in Sections 3 and 4 above is conditioned on the following:

1)

)

Required Standard of Conduct. The Agent seeking reimbursement must
be found, in the manner provided below, that he or she acted in good faith,
in a manner he or she believed to be in the best interest of the Corporation,
and with such care, including reasonable inquiry, as an ordinarily prudent
person in a like position would use in similar circumstances. The
termination of any Proceeding by judgment, order, settlement, conviction,
or on a plea of nolo contendere or its equivalent shall not, of itself, create a
presumption that the person did not act in good faith or in a manner which
he reasonably believed to be in the best interest of the Corporation or that
he had reasonable cause to believe that his conduct was unlawful. In the
case of a criminal Proceeding, the person must have had a reasonable
cause to believe that his conduct was unlawful.

Manner of Determination of Good Faith Conduct. The determination
that the Agent did act in a manner complying with subsection (1) above
shall be made by:

Q) The Board of Directors by a majority vote of a quorum consisting
of Directors who are not parties to the Proceeding; or

(i)  The court in which the Proceeding is or was pending. Such
determination may be made on application brought by the
Corporation or the Agent or the attorney or other person rendering
a defense to the Agent, whether or not the application by the
Agent, attorney, or other person is opposed by the Corporation.

Limitations. No indemnification or advance shall be made under this Article,
except as provided in Sections 2 or 5(b)(ii), in any circumstance when it appears:

1)

()

That the indemnification or advance would be inconsistent with a
provision of the Articles of Incorporation, or an agreement in effect at the
time of the accrual of the alleged cause of action asserted in the
Proceeding in which the Expenses were incurred or other amounts were
paid, which prohibits or otherwise limits indemnification; or

That the indemnification would be inconsistent with any condition
expressly imposed by a court in approving a settlement.

Advance of Expenses. Expenses incurred in defending any Proceeding may be
advanced by the Corporation before the final disposition of the Proceeding on
receipt of an undertaking by or on behalf of the Agent to repay the amount of the
advance unless it is determined ultimately that the Agent is entitled to be
indemnified as authorized in this Article.
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Contractual Rights of Non-Directors and Non-Officers. Nothing contained in
this Article V shall affect any right to indemnification to which persons other than
Directors and officers of the Corporation may be entitled by contract or otherwise.

Insurance. The Board of Directors may adopt a resolution authorizing the
purchase and maintenance of insurance on behalf of any Agent of the Corporation
against any liability asserted against or incurred by the Agent in such capacity or
arising out of the Agent's status as such, whether or not the Corporation would
have the power to indemnify the Agent against that liability under the provisions
of this section.

ARTICLE VI: TRANSACTIONS BETWEEN CORPORATION
AND DIRECTORS OR OFFICERS

Transactions with Directors and Officers. Except as described in Article VI,
Section 2, the Corporation shall not be a party to any transaction: (a) in which one
or more of its Directors or officers has a material financial interest, or (b) with any
corporation, firm, association, or other entity in which one or more Directors or
officers has a material financial interest.

Requirements to Authorize Interested Party Transactions. The Corporation
shall not be a party to any transaction described in Article VI, Section 1 unless:
(a) the Corporation enters into the transaction for its own benefit; (b) the
transaction is fair and reasonable to the Corporation at the time the transaction is
entered into; (c) prior to consummating the transaction or any part thereof, the
Board of Directors authorizes or approves the transaction in good faith, by a vote
of a majority of Directors then in office (without counting the vote of the
interested Directors), and with knowledge of the material facts concerning the
transaction and the interested Director’s or officer’s financial interest in the
transaction; (d) prior to authorizing or approving the transaction, the Board of
Directors considers and in good faith determines after reasonable investigation
that the Corporation could not obtain a more advantageous arrangement with
reasonable effort under the circumstances; and (e) the minutes of the Board of
Directors meeting at which such action was taken reflect that the Board of
Directors considered and made the findings described in subsections (a) through
(d) of this Article VI, Section 2.

Material Financial Interest. A Director or officer shall not be deemed to have a
“material financial interest” in a transaction: (a) that fixes the compensation of a
Director as a Director or officer; (b) if the contract or transaction is part of a
public or charitable program of the Corporation and it (i) is approved or
authorized by the Corporation in good faith and without unjustified favoritism,
and (ii) results in a benefit to one or more Directors or their families only because
they are in the class of persons intended to be benefited by the program; or (c)
where the interested Director has no actual knowledge of the transaction and it
does not exceed the lesser of one percent of the gross receipts of the corporation
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Loans to Directors and Officers. The Corporation shall not make any loan of
money or property to or guarantee the obligation of any Director or officer, unless
approved by the Attorney General; except that, however, the Corporation may
advance money to a Director or officer for expenses reasonably anticipated to be
incurred in the performance of duties of such Director or officer, if in the absence
of such advance, such Director or officer would be entitled to be reimbursed for
such expenses by the Corporation.

Interlocking Directorates. No contract or other transaction between the
Corporation and any corporation, firm or association of which one or more
Directors are directors is either void or voidable because such Directors are
present at the Board or Committee meeting that authorizes, approves or ratifies
the contract or transaction, if (a) the material facts as to the transaction and as to
such Director’s other directorship are fully disclosed or known to the Board or
Committee, and the Board or Committee authorizes, approves or ratifies the
contract or transaction in good faith by a vote sufficient without counting the vote
of the common Director(s) (subject to the quorum provisions of Article IlI,
Section 9); or if (b) the contract or transaction is just and reasonable as to the
Corporation at the time it is authorized, approved or ratified.

Duty of Loyalty; Construction with Article V. Nothing in this Article VI shall
be construed to derogate in any way from the absolute duty of loyalty that every
Director and officer owes to the Corporation. Furthermore, nothing in this Article
VI shall be construed to override or amend the provisions of Article V. All
conflicts between the two articles shall be resolved in favor of Article V.

ARTICLE VII:FISCAL YEAR, FINANCIAL STATEMENTS AND
REPORTS

Fiscal Year. The fiscal year of the Corporation shall be July 1 to June 30™ The
annual meeting of the Corporation shall be held at such time and place as the
Directors shall decide each year at which time officers for the ensuring year shall
be installed. If the meeting cannot be held on this date, the Directors shall call a
Special Meeting in lieu of the Regular Meeting.

Financial Statements.

1) Financial statements shall be prepared as soon as reasonably practicable
after the close of the fiscal year. The financial statements shall contain,
but not be limited to, the following information in reasonable and
appropriate detail:

@ The assets and liabilities of the Corporation as of the end of the
fiscal year;
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(b) The principal changes in assets and liabilities during the fiscal
year;

(c) The revenue or receipts of the Corporation, both unrestricted and
restricted to particular purposes, for the fiscal year;

(d) The expenses or disbursements of the Corporation, for both general
and restricted purposes during the fiscal year; and

(e) Any information required by A.R.S. Section 10-2006.

2 Financial statements shall be prepared in accordance with generally
accepted accounting principles. Such financial statements shall be
accompanied by any report thereon of independent accountants, or, if there
IS no such report, the certificate of an authorized officer of the Corporation
that such statements were prepared without audit from the books and
records of the Corporation.

3) A report including the financial statements prescribed above shall be
furnished annually to all Directors of the Corporation.

Annual Statement of Certain Transactions and Indemnifications.

As part of the annual report to all Directors, the Corporation shall, within one
hundred twenty (120) days after the end of the Corporation’s fiscal year or as
reasonably practicable thereafter, annually prepare and furnish to each Director a
statement of any transaction or indemnification of the following kind, if any:

1) Any transaction (a) in which the Corporation, or its subsidiary, was a
party, (b) in which an “interested person” had a direct or indirect material
financial interest, and (c) which involved more than Fifty Thousand and
00/100 Dollars ($50,000.00) or was one of several transactions with the
same interested person involving, in the aggregate, more than Fifty
Thousand and 00/100 Dollars ($50,000.00). For this purpose, an
“interested person” is any Director or officer of the Corporation, its
subsidiary or affiliate (but mere common directorship shall not be
considered such an interest).

(2)  The statement shall include a brief description of the transaction, the
names of interested persons involved, their relationship to the Corporation,
the nature of their interest in the transaction and, if practicable, the amount
of that interest, provided that if the transaction was with a partnership in
which the interested person is a partner, only the interest of the partnership
need be stated.

3) Any indemnifications or advances aggregating more than Ten Thousand
and 00/100 Dollars ($10,000.00) paid during the fiscal year to any officer
or Director of the Corporation under Article V of these Bylaws.
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Confidential. Except as otherwise required by these Bylaws and Open Meeting
Law or publicly disclosed, or in order to appropriately conduct the Corporation’s
business, the records and reports of the Corporation shall be held in confidence by
those persons with access to them.

ARTICLE VIII: GIFTS, DONATIONS AND BEQUESTS

General. Gifts, donations and bequests may be given directly to the Corporation
with directions that the income therefrom shall be used to support the purposes of
the Corporation. The Directors may accept on behalf of the Corporation any
contribution, gift, bequest or devise for the general purposes or for any special
purpose of the Corporation as dictated by these Bylaws. The Directors may also
decline any gift, bequest or devise or any part thereof, which in their opinion will
not be properly available for the Corporation or serve its purposes.

ARTICLE IX: BOOKS OF ACCOUNTS

Right to Inspect. Every Director of the Corporation shall have the absolute right
at any reasonable time to inspect the Corporation's books, records, documents of
every kind, physical properties, and the records of each subsidiary. The inspection
may be made in person or by the Director’s agent or attorney. The right of
inspection includes the right to copy and make extracts of documents.

Maintenance and Inspection of Articles and Bylaws. This Corporation shall
keep at its principal Arizona office the original or a copy of the Articles of
Incorporation and Bylaws, as amended to the current date, which shall be open to
inspection by the Directors at all reasonable times during office hours.

ARTICLE X:CONSTRUCTION AND DEFINITIONS

General. Unless the context requires otherwise, the general provisions, rules of
construction and definitions in the Arizona Nonprofit Corporation Act shall
govern the construction of these Bylaws. Without limiting the generality of the
above, the masculine gender includes the feminine and neuter, the singular
number includes the plural, the plural number includes the singular, and the term
“person” includes both the Corporation and a natural person.

ARTICLE XI:AMENDMENTS

General. These Bylaws may be adopted, amended or repealed by the Board of
Directors. Such power is subject to the following limitations: (a) where any
provision of these Bylaws requires the vote of a larger proportion of the Directors
than otherwise is required by law, such provision may not be altered, amended or
repealed except by the vote if such greater number; (b) no amendment may extend
the term of a Director beyond that for which such Director was elected; and (c) if
Bylaws are adopted, amended or repealed at a meeting of the Board of Directors,
such action is authorized only at a duly called and held meeting for which notice
of such meeting, setting forth the proposed revisions with explanations therefore,
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DATED as of this__ day of , 2010.

DIRECTORS:

CERTIFICATION OF ADOPTION OF BYLAWS:

1, , as Secretary of Espiritu Community Development Corporation,
an Arizona non-profit corporation, hereby certify that the foregoing constitutes this
Corporation’s Bylaws as adopted and in full force and effect on , 2010.
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OPEN MEETING LAW 101
Arizona’s Open Meeting LLaw in a Nutshell

Information compiled by:
Liz Hill, Assistant Ombudsman — Public Access

Two core concepts

“All meetings of any public body shall be public meetings and all persons so desiring
shall be permitted to attend and listen to the deliberations and proceedings.” A.R.S § 38-
431.01(A).

“It is the public policy of this state that meetings of public bodies be conducted openly
and that notices and agendas be provided for such meetings which contain such
information as is reasonable necessary to inform the public of the matters to be discussed
or decided.” A.R.S. § 38-431.09.

Why do we have an Open Meeting Law?

1. To protect the public.
a. To avoid decision-making in secret.
b. To promote accountability by encouraging public officials to act responsively and
responsibly.
2. To protect public officials.
a. To avoid being excluded (notice).
b. To prepare and avoid being blind sided (agenda).
c. To accurately memorialize what happened (minutes).
3. Maintain Integrity of government.
4. Better informed citizenry.
5. Build trust between government and citizenry.

What constitutes a meeting?

A meeting is a gathering, in person or through technological devices of a quorum of a
public body at which they discuss, propose or take legal action, including deliberations.
A.R.S. § 38-431(4). This includes telephone and e-mail communications.

Who must comply with Open Meeting Law?

Public bodies. "Public body" means the legislature, all boards and commissions of this
state or political subdivisions, all multimember governing bodies of departments,
agencies, institutions and instrumentalities of the state or political subdivisions, including
without limitation all corporations and other instrumentalities whose boards of directors
are appointed or elected by the state or political subdivision. Public body includes all
quasi-judicial bodies and all standing, special or advisory committees or subcommittees
of, or appointed by, the public body. A.R.S. § 38-431(6).





"Advisory committee" or "subcommittee" means any entity, however designated, that is
officially established, on motion and order of a public body or by the presiding officer of
the public body, and whose members have been appointed for the specific purpose of
making a recommendation concerning a decision to be made or considered or a course of
conduct to be taken or considered by the public body. A.R.S. § 38-431(1).

What is Required under the Open Meeting Law?

1. Notice

The open meeting law requires at least 24 hours notice to the members of the public body
and the general public. A.R.S. § 38-431.02(C).

Notice must be posted in the public place identified in the disclosure statement and by
giving additional notice as is reasonable and practicable. A.R.S. § 38-431.02(A).

2. Agenda

Agendas must contain information reasonably necessary to inform the public of the
matters to be discussed or decided. A.R.S. § 38-431.09.

Agendas must be available at least 24 hours before the meeting. A.R.S. § 38- 431.02(G).

3. Public’s Rights

The public has a right to: Public has no right to:
e Attend Speak
e Listen Disrupt
e Tape record
® Videotape

4. Calls to the Public

An open call to the public is an agenda item that allows the public to address the public
body on topics of concern within the public body’s jurisdiction, even though the topic is
not specifically included on the agenda. Ariz. Att’y Gen. Op. 199-006.

Although the Open Meeting Law permits the public to attend public meetings, it does not
require public participation in the public body’s discussions and deliberations and does
not require a public body to include an open call to the public on the agenda. See Ariz.
Att’y Gen. Op. No. 178-001.

An individual public officer may respond to criticism, ask staff to review an item or ask
that an item be placed on a future agenda, but he or she may not dialogue with the
presenter or collectively discuss, consider, or decide an item that is not listed on the
agenda. A.R.S. § 38-431.01(H); Ariz. Att’y Gen. Op. 199-006. Note that individual





members of the public body may respond to criticism by individuals who addressed the
public body during the call to the public, but the public body may not collectively discuss
or take action on the complaint unless the matter is specifically listed on the agenda.
AR.S. § 38-431.01(H).

Public bodies may impose reasonable time, place, and manner restrictions on speakers.
Restrictions must be narrowly tailored to affect a compelling state interest and may not be
content based. Ariz. Att’y Gen. Op. 199-006.

A member of the public body may not knowingly direct a staff member to communicate
in violation of the Open Meeting Law. A.R.S. 38-431.01(D).

In sum:
e Calls to the public are permitted, but not required.
e Should be added as an agenda item.
®  Public body may limit speaker’s time.
®  Public body may require speakers on the same side with no new comments to
select spokesperson
®  Public body may set ground rules:
o civility
o language
o treat everyone the same

5. Executive Sessions

Public bodies may hold private executive sessions under a few limited circumstances. In
executive sessions, the public is not allowed to attend or listen to the discussions, and the
public body is not permitted to take final action. A.R.S. § 38-431.03(D).

Members of the public body may not vote or take a poll in executive sessions. A.R.S. §
38-431.03(D).

There are seven authorized topics for executive sessions:
1. Personnel (must provide 24 hours written notice to employee).
2. Discussion or consideration of records exempt by law from public inspection.
3. Legal advice — with public body’s own lawyer(s).
4. Discussion or consultation with public body’s lawyer(s) to consider pending or
contemplated litigation, settlement discussions, negotiated contracts.
Discuss and instruct its representative regarding labor negotiations.
6. Discuss international, interstate, and tribal negotiations.
7. Purchase, sale, or lease of real property.

e

Notice and Agenda: Agendas for executive sessions may describe the matters to be
discussed more generally than agendas for public meetings in order to preserve
confidentiality or to prevent compromising the attorney-client privilege. A.R.S. § 38-






431.02(I). Nonetheless, the agenda must provide more than a recital of the statute that
authorizes the executive session.

6. Minutes (A.R.S. §§ 38-431.01(B), (C), (D) and -431.03(B))
Public bodies must take meeting minutes of all meetings, including executive sessions.
May be recorded or written, keeping in mind that permanent records must be on paper.

Public session meeting minutes must include:

e Date, time and place of meeting;

¢ Names of members of the public body present or absent;

® A general description of matters considered; and

® An accurate description of all legal actions proposed, discussed or taken, and the
names of members who propose each motion. The minutes shall also include the
names of the persons, as given, making statements or presenting material to the
public body and a reference to the legal action about which they made statements
or presented material.

Executive session minutes must include:
e Date, time and place of meeting;
Names of members of the public body present or absent;
A general description of matters considered;
An accurate description of all instructions given; and
Such other matters as may be deemed appropriate by the public body.

The minutes or a recording of the public session must be open for public inspection no
later than three working days after the meeting, except as otherwise provided in the
statute. A.R.S. § 38-431.01(D).

Cities and towns with a population of more than 2,500 persons must post approved city
and town council minutes on its website within two working days following approval.
AR.S. § 38-431.01(E)(2).

Minutes of executive sessions must be kept confidential except from certain individuals.
A.R.S. § 38-431.03(B).

How long meeting minutes are maintained is determined by the public body’s record
retention and destruction schedule authorized by Arizona State Library and Archives.

Persons in attendance may record any portion of a public meeting, as long as the
recording does not actively interfere with the meeting. Acceptable recording equipment
includes tape recorders, cameras, or other means of reproduction. A.R.S. § 38-431.01(F).





7. Where to turn for help

Self-help resources available:

The Arizona Ombudsman — Citizens’ Aide handbook — The Arizona Open Meeting Law
(available on line at www.azoca.gov under open meetings/publication)

The Arizona Ombudsman’s website, www.azoca.gov

Arizona Agency Handbook, Chapter 7, www.azag.gov — Quick Links

Attorney General Opinions — www.azag.gov — Quick Links

Questions/File a complaint:
Arizona Ombudsman-Citizen’s Aide (602) 277-7292

File a complaint/Enforcement authority
Attorney General’s Open Meeting Law Enforcement Team (602) 542-5025
County Attorney’s Office
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| STRENGTH AND STABILITY OF CHARTER HOLDER |

The charter holder is Espiritu Community Development Corporation (the “Charter Holder”), which
is a 501(c) (3) non-profit corporation duly organized under the laws of the State of Arizona. The
Charter Holder and the Governing Board are the same entity. The Charter Holder acts through the
actions of the Governing Board. The Charter Operator is Armando Ruiz in his capacity as Chief
Executive Officer and Servant Leader of the school.

Part 1. List of the Charter Holder’s Current Officers and Directors.

Individual Name Corporate Role
Armando Ruiz President and Director
Adrian Daniel Ruiz Treasurer and Director
Jorge Ignacio Sandoval Secretary and Director
Frances Castillo Director

Margaret April Director

Monica Ivana Rivera Director

Espiritu’s Annual Report was filed with the Arizona Corporation Commission on March 15, 2010
(the “2010 Annual Report”). The list of current officers and Directors set forth above reflects those
officers and Directors included as a par of the 2010 Annual Report.

Part 2. The Role and Responsibility of the Charter Holder.

The Charter Holder is Espiritu, who acts through the actions of its Governing Board. Espiritu’s
Governing Board directs and supervises all business necessary for the school to carry out its
objectives and purposes, including, when required, the ratification of acts to be carried out on behalf
of the charter school pursuant to Arizona Charter School Law, A.R.S. § 15-181 et. seq. The
Governing Board of Espiritu has codified the policies and procedures that govern the internal
management of the Governing Board and its compliance with the Charter Contract through the
adoption of its Amended & Restated Bylaws (the “Bylaws”).

Part 3. Role of the Charter Holder/Governing Body) in Monitoring the School’s
Academic Performance.

The Charter Holder, being one in the same as the Governing Body, ensures that the academic
curriculum, instructional objectives and its evaluation of same that are being adhered to by the
administrative staff and personnel as it believes that the foregoing are important to each student’s
classroom performance, emotional and moral growth. As previously set forth in “Strength and
Stability of the Governing Body” narrative, the Governing Board has formulated the following
general goals in fulfillment of its main objective of increasing academic performance:
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CURRICULUM:

Curriculum is the road map for student’s academic performance and as such it must cover the
following key ingredients:

Input from educational staff, students, parents/guardians and community;
Annual data regarding student achievement;

Alignment of learning standards, assessment and graduation requirements;
Community and student expectations for courses and programs.

Espiritu’s strategic curriculum is to provide instruction in four core areas: Math/Science, Language
Arts, History/Social Studies, and the Classics. The foundation of Espiritu’s philosophy is the
Traditional Classical educational system, where education has three types of learning, with each
corresponding to particular grade levels:

Kinder-6™ Grade: (Grammar) Memorization of basic facts; acquisition of classical
languages, and history

Grades 7—9: (Logic) Piecing together of basic facts and logical interpretation of
them

Grades 10-14: (Rhetoric) Clear articulation of logical thoughts

Espiritu’s campus is a prepared learning environment organized into small village schools. Each
village school corresponds to the Traditional levels: Kindergarten through the Third Grade, Grades
4-6; Junior High (Grades 7-8) and College Prep (Grades 9-12). The classrooms are designed to give
structure, organization, and order to the learning experience where the teacher, as the facilitator of
the learning process, prepares an Individual Learning Plan for each student to complement his/her
unique learning needs.

The Governing Board plays an active role in the evaluation of the curriculum and ensures that the
curriculum is current and is linked to instructional needs. The Governing Board holds administrative
officials and personnel responsible for adhering to the academic standards set by the Governing
Board and continually establishes criteria for the evaluation of the curriculum and instructional
programs to ensure that (i) the school is meeting state and national standards and requirements, as
well as required testing, (ii) the curriculum and instructional programs are perpetually updated to
provide latest in instruction meet the stated objectives, and (iii) each student receives a lifetime
professional success, ethical and moral embodiment.

INSTRUCTION:

The Governing Board believes that instructional goals provide the integrated framework for
delivering the school curriculum as well as giving the students the knowledge and skills necessary to
become productive members of the community. As such, the Governing Board has adopted the
following guidelines for achieving instructional goals: (i) align instructional goals with learning
standards for students; (ii) focus on the school’s overall vision/mission for the operation and
management of the school and its visibility and involvement in the community; and (iii) assure that
each school achieves the academic requirements necessary for the school to make Adequate Yearly
Progress (AYP) as defined in Arizona’s plan for complying with the federal No Child Left Behind
Act (NCLB).
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In fulfilling the foregoing objectives, the Governing Board has implemented a strategic academic
plan whereby it has formulated the following clear measurement tools that accurately identify the
academic performance of all of its students:

The overall percentage of students passing AIMS — 75%;

The overall percentage of students in “Excelling” — 5%;

The reduction of the overall percentage of students in “Falls Far Below” — 8%;

The increase of the overall percentage of students who will improve their AIMS score even if

they do not pass the exam — 75%;

The increase the level of proficiency in ELL students in reading and writing skills — 10%;

Reading and Math Points calculated for:

e For each village

e For each classroom within that village

e For each student within that classroom

An individual learning plan will be provided for each student;

Develop and implement math and reading strategies based on student achievement data;

Merge and integrate student data with the web-site

Communicate with parents the following every quarter:

e At what level should the student be, according to our standards?

e At what level is the student according to our standards?

e What is the strategy to continue to challenge the student to perform above level, or
bring him or her to the desired performance?

These activities are performed in concert with the academic staff, parents and the community
leadership.
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| CHARTER HOLDER SUCCESSION PLAN

Part A: Discussion of Succession Plan for Directors and Officers of the Corporation.
Governing Board:

The Governing Board finds it imperative for the longevity of its charter to appoint and retain
Directors that support the school’s mission and seek to promote it within the community. In
fulfillment of the foregoing objective, Espiritu is committed to taking all steps necessary to ensure
that each succeeding Director has a demonstrated background in community leadership and
community service as each Director plays a pivotal role in the promotion and support of the school
within the close-knit community.

A vacancy or vacancies in the Governing Board will be deemed to exist on the occurrence of the
following: (i) the death, resignation, or removal of any Director, (ii) the declaration by resolution of
the Governing Board of a vacancy of the office of a Director who has been declared of unsound mind
by an order of court or convicted of a felony or has been found by final order or judgment of any
court to have breached a duty under A.R.S. Section 10-2006, or (iii) the increase of the authorized
number of Directors.

Any Director may resign, which resignation shall be effective on giving written notice to the
Governing Board, the President, the Secretary, unless the notice specifies a later time for the
resignation to become effective. If the resignation of a Director is effective at a future time, the
Governing Board may appoint a successor to take office when the resignation becomes effective. No
Director may resign when the Corporation would then be left without a duly appointed Director or
Directors in charge of its affairs.

Any vacancy on the Board of Directors shall be filled by a Director appointed by the Governing
Board of the Corporation in accordance with the Governing Board’s recruitment policies.

No reduction of the authorized number of Directors shall have the effect of removing any Director
before that Director's term of office expires. Any Director or appointed officer shall hold office until
the expiration of the term for which appointed and the appointment of his successor is appointed.

The Nominating Committee is the year round committee appointed by the Governing Board that
would be responsible for the identification of prospective Governing Board members that would
fulfill the composition desired by the Governing Board and that would present the slate of such
prospective members to the Governing Board for final selection and appointment. In particular, the
Nominating Committee is responsible for the: (i) development a written description of the duties and
responsibilities that are required of each member of the Governing Board; (ii) determination and
analysis of strategies to ensure diversity of Governing Board members; and (iii) establishment
curriculum and conduct Orientation Training sessions for new members of the Governing Board to
ensure that each member can effectively carryout their management and oversight functions in
accordance with its Charter Contract, State and Federal law, and the Bylaws.

The purpose of having a year round Nominating Committee is that that there be a constant pool of

prospective members that could contribute to and be asked to serve on Governing Board in case such
a vacancy occurs. The Nominating Committee will have an on-going slate of individuals that
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maintain the adequate depth of critical thinking skills and diversity of experience and viewpoint to
represents Espiritu’s vision. Each newly elected Director will be asked to attend an Orientation
Training within the first three (3) weeks of his or her appointment in order to familiarize themselves
with the mission, vision and standards of Espiritu.

Officers:

The Governing Board shall appoint all officers of the Corporation for terms of one (1) year, or until
their successors are appointed and qualified. Subject to the rights, if any, of the officer under any
contract of employment, any officer of the Corporation may be removed with or without cause by the
Governing Board at any time.

The Governing Board retains the right to remove an officer at any time to ensure that each Officer is
representing themselves and the school in the manner desired by the Governing Board.

Any officer may resign at any time by giving written notice to the Corporation. Any such notice of
resignation shall take effect at the date of the receipt of that notice or at any later time specified by
that notice and unless otherwise specified in that notice, the acceptance of the resignation shall not be
necessary to make it effective. Any resignation is without prejudice to the rights, if any, of the
Corporation under any contract to which the officer is a party. The Governing Board shall appoint a
new officer, which shall hold office until the expiration of the term for which appointed and the
appointment of his or her successor is appointed.
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| ACADEMIC SUCCESSION PLAN

Part B: Discussion of Succession Plan of School’s Instructional Leadership.
Current Status:

A. Philosophy

Espiritu believes that leadership is critical to the viability of the school’s mission, vision and value of
the school. Effective leadership will increase the school’s ability to improve student academic
achievement and promote the school within the community.

One of the fundamental characteristics of leaders in the school system is their ability to develop and
participate in effective teams through a trusting and mutually supportive environment. To implement
the development of such leadership, such leaders must be given ongoing opportunities for growth
within the current school administration. The Governing Board expects and holds such leaders
accountable for maintaining high standards of academic achievement, surrounding themselves with
the appropriate staff members to perform the job at hand, creating a culture of discipline in the
school, and thinking introspectively about issues facing the school community and the community at
large.

This leadership development plan consists of a series of modules — focused on the management
elements of the job — that are offered after school and during the summer recess. Assistant, aspiring,
and potential principals are expected to acquire the expertise they need as they work their way
through the system in various capacities. Once members become principals, they attend monthly
administrative meetings where they participate in integrated professional development activities to
complement the other important information that they are receiving. They take advantage of the
various leadership development opportunities offered through the Arizona Department of Education
as well as local universities.

Espiritu has implemented a thoughtful, coherent succession plan that has changed the manner in
which future leaders are identified, developed, and promoted. Espiritu intends to take every measure
to retain those individuals whom the school has so heavily invested throughout the leadership
succession process.

B. Identification

A majority of our leadership candidates come from within the established school system which
therefore makes their performance history traceable. Although many candidates are groomed from
within, Espiritu may at times seek candidates externally whom have exceptional talent and can
further assist in achieving the mission and goals set out by the Governing Body.

Espiritu believes that the leadership selection process requires first, a potential candidate to express
an interest in a leadership position (principal or assistant principal). The applications are then
reviewed by human resources against prevailing state and federal requirements.





C. Development

Aspiring principals are offered a series of management modules that have been developed by a
collaborative team of professional development staff and experienced principals. Module foci may
include, but are not limited to: law, budget, and operations. The Governing Board, in consultation
with the Chief Executive Office/Servant Leader, has the ultimate decision-making responsibility for
the focus on professional leadership development in any given year.

Current principals receive intensive training in the summer workshops. They also receive limited
training during the monthly administration meetings throughout the year. Current principals are also
required to attend trainings hosted by Arizona Department of Education throughout the school year.

D. Promotion

Espiritu has traditionally used a “Current and Potential Leaders Pool” (C&AL) approach for the
identification of candidates. Interviews are conducted on an annual basis to identify qualified
candidates. Consideration of these new candidates for promotion along with candidates from
previous pools begins on the first of June. This interview process includes a timed writing sample on
an assigned question as well as a formal interview with a panel chosen for their familiarity with
specific positions. The interview panel establishes a cut score based on an approved rubric. All
persons who make the cut score are included in the C&AL of acceptable candidates.

E. Movement

The movement of principals is based on the specific need of individual schools, including whether
there is a serious issue of performance at a given school. The Governing Board makes a
recommendation to the CEO/Servant Leader when it becomes aware of a need for change within a
specific school (ex. academic underperformance). If the CEO/Servant Leader agrees, then the
principal is called in for a conference with the executive officer and asked to sign a form
acknowledging that he or she knows that this recommendation will be forwarded to the CEO/Servant
Leader and the Governing Board for approval. The principal is afforded all the opportunities for
input in this decision; however, it is considered the prerogative of the CEO/Servant Leader based on
what he or she believes is best for the school system. Once the decision has been made, the necessary
changes are put in place.

F. Retention

The past data has enabled Espiritu to make some broad generalizations about its retention rates. First,
the principals are getting younger. The reason for that appears to be that there are fewer qualified
candidates in the pipeline, forcing the administration to promote staff earlier in their careers. Second,
principals are leaving the positions earlier than in the past. Though there is no sufficient data to make
a definitive assessment in this developing trend, the number of vacancies that must be filled each
year is primarily the result of retirement eligibility and, in some cases, a result of increasing time
demands or performance/accountability issues. The salaries and benefits for principals are
comparable with most other school systems.





Succession Considerations to be Implemented:

A. Philosophy

In this age of unprecedented accountability in education, Espiritu’s Governing Board and school
administration has geared up to develop future leaders to a level that will enable them to meet new
challenges.

The difficulty of attracting a sufficient quantity and quality of leadership is directly related to the
overwhelming expectations of the position. The traditional response to this dilemma has been to
simply find replacements for vacant positions. Espiritu, on the other hand, puts all its efforts in
developing present and future capacity in a planned and systematic fashion using true and tried
models.

It is expected that the primary duty of a principal is to act as the instructional leader of their school
site. To accomplish this, support staff will be available to assist the principal. The staff would assist
with non-instructional duties, thus giving principals more time for acquiring the skills necessary to be
instructional leaders. Not only will they have greater opportunity to take advantage of all the
additional training available from the Arizona Department of Education, but the District’s
professional development office has also been charged with ensuring that the outcomes and
evidences in practice are integrated in as many internal training opportunities as possible. The hope
is that immersion in the evidences in practice will provide guidance to teachers and set clear
expectations.

Although an attempt has been made to foster a positive, ethical, supportive, and proactive culture that
supports leadership, it would be prudent to solicit the views and recommendations of the principals
through a survey form. The professional development office will aggregate the anonymous responses
and the results will be shared with senior staff at a leadership meeting. The results will be analyzed
and the findings will be instituted immediately to address issues of concern. The survey results will
be shared with principals in one of the monthly administrative meetings. It is understood that the
survey may reveal issues of concern to the Schools leaderships but the exercise is worth the effort
since excellence is the goal.

The Espiritu stakeholders are critical to the future success of the school system. This involves a
thoughtful and comprehensive public information campaign to garner their support:

* Promote respect for the office of the principal.
List and describe the roles and responsibilities of the principal such that there is an
understanding and appreciation of the enormity of the position of a school principal.

» Communicate the importance of highly qualified leaders to the overall mission of the
school.
It is critical to emphasis that outstanding schools do not achieve its status overnight
and without learned and dedicated principals, teachers, and staff. The role of
instructional leader is a key to overall success of the institution.





* Explain why leadership succession is both important and cost-effective in the long run.
There is a heavy price to be paid in terms of costs and student achievement for losing
great principals and aspiring leaders. Building capacity suing successful and
effective models will strengthen the entire system.

Like all local school districts, Espiritu faces many challenges, not the least of which is the funding
issue. The school leadership is committed to professional development with a percentage of the
dedicated budget earmarked for leadership development.

B. Identification

During the process of formulating the succession model, the Governing Board became aware of the
interdependent roles and responsibilities that executive officers, principals, human resource
personnel, instruction/curriculum personnel, and professional development specialists have in the
identification and ongoing development of candidates for leadership positions.

First, principals identify persons on staff with leadership potential. Once identified, the principal is
responsible for making certain that these persons are assigned a variety of experiences over time that
will allow them to assume formal and informal leadership roles, learn instructional leadership content
and skills, and continue to grow professionally. This is especially important for the development of
the competency of assistant principals by providing opportunities for immersion in instructional
leadership. Ultimately, the goal for the principal is to encourage as many quality candidates as
possible to apply for leadership positions.

Human resources personnel have a key role in leadership succession. They manage the hiring process
and are often the first person with whom a new teacher comes in contact. They have access to the
personnel files, including information on the kinds of professional development activities the
potential leader has experienced through the Leadership Development Data Tracking System (see
Section C, Development). Human resources personnel will participate in ongoing conversations
about potential candidates for leadership positions, and they will be at the table when promotions and
transfers are being considered. The role of the human resources department is so significant that the
director for human resources will now have a significant role of responsibility in the coordination of
the leadership succession effort during the identification phase of the plan. All managers in the
human resources department will have a component on their annual evaluations for the identification
and development of potential leaders.

As the process continues from the identification phase towards the promotion and movement phases
of the plan, the executive officers and the CEO/Servant Leader will assume primary responsibility for
the succession planning efforts.

Executive officers will solicit principals’ opinions regarding potential future leaders in their schools.
In their visits to schools and classrooms, the executive officers will be encouraged to visit the classes
of these potential leaders and to observe them as they deliver school-based professional development
for staff. The executive officers’ annual evaluation will include a component for the identification
and development of potential leaders for the schools assigned to their areas.

The professional development staff will be deeply involved in succession planning too. They are
expected to assist in identifying potential leadership talent through the various professional





development activities. They will be asked to advise leadership on a regular basis as to how potential
and aspiring leaders are participating in and/or facilitating professional development opportunities.
Whenever they serve as team leaders for professional development experiences, they are expected to
provide the aspiring and potential leaders with feedback on their professional development work.
They will bring to the table, in monthly meetings with the director of human resources, the list of
potential candidates from across the School District. Professional development personnel will have as
a component on their own evaluations, the identification and development of potential leaders
resulting from their contacts through internal professional development opportunities.

Additionally, the key instructional/curricular staff will be involved in the succession planning effort.
The content supervisors regularly monitor the classroom performance of teachers in their respective
disciplines to determine their instructional strengths and their adherence to the written curriculum.
They also monitor curriculum writing during the summer months, and thus have the opportunity to
see potential candidates through a different lens. Like all of the other players in this effort, these
instructional/ curricular staff members will have as a part of their annual evaluation the effectiveness
of their role in the identification and development of potential leaders.

Incentives

It is critical for us to have in place a variety of measures that will provide incentives for people to
self-identify for leadership positions in our school system. In our view, the same incentives for
retaining people in leadership positions also serve to create a sense of desire in potential leaders to
follow a leadership development path. (See Section F, Retention.)

Redefining the Pool

Although the C&AL has historically been the school system’s primary identification mechanism, this
approach is being dramatically redesigned.

This approach is no longer able to guarantee a sufficient supply of candidates in the pipeline, but
rather well defined succession efforts will go a long way to building internal capacity throughout our
system. Instead of a discrete pool, we will expand the number of people to whom we will provide
leadership development opportunities, guide the development of personal portfolios, and continue to
encourage the pursuit of leadership opportunities. The new C&AL will consist of all of the potential
and aspiring leaders. By broadening the scope of our efforts to include those aspiring to be principals
as well as those with potential to be assistant principals, it is hoped that more professional staff will
be interested in leadership positions from within the school system.

The information gathered from the data tracking system (see Section C, Development) as well as
annual evaluations and recommendations from other responsible parties in the School system will be
used in making decisions about candidate’s readiness for promotion.

Technology

Technology will play a major organizational role in our planned succession model. For our
leadership succession efforts, we will expand the use of our present database to include the various
leadership experiences of potential candidates. We will use the employee identification number in





helping to facilitate the identification of candidates, the monitoring of career paths, and tracking of
professional development.

For instance, each principal will designate a staff member to maintain a potential leader database that
will detail all of the school-based leadership opportunities that a particular staff member has had. The
human resources database will be integrated with the principal’s database in a manner that allows
human resources personnel to access information so that a complete picture can be shown of each
potential leader’s school-based leadership experiences.

Communication

We will describe to our various stakeholders how we intend to identify candidates in the future. We
will meet with our teachers and administrators to explain the redefined process. We will distribute a
special newsletter to all employees outlining the major elements of our newly developed
identification efforts and how they affect current employees. When we hire new employees, we will
make part of their orientation program a complete description of our planned succession efforts so
that they understand our underlying philosophy of systemic capacity building.

C. Development

Needs Assessment

The Governing Board and the school administration believe that each candidate has unique
experiences, needs, and interests that we must recognize if we are to properly prepare the next
generation of leaders. As a result, a needs assessment package has been developed that allows us to
identify specific individual requirements. Using a tracking mechanism, we will also be able to
determine where each candidate is on the leadership continuum and what types of training are still
required in order to be adequately prepared. The needs assessment package is in three sections and is
intended to be a 360° type of exercise. The candidate will first complete a self-assessment and then
provide a selected number of colleagues with the Observer Assessment for School Leadership
Candidates instrument. The candidate will collect and review the observer instruments and revise
his/her own self-assessment instrument as desired. The candidate’s supervisor will also complete an
Observer Assessment for School Leadership Candidates instrument. The supervisor will meet then
with the candidate and compare the various assessments. The supervisor and candidate will reach
consensus on the instructional leadership needs assessment, which will be updated annually and will
become the basis of the candidate’s professional development plan. The supervisor and candidate
will also collaborate on completing the Collaborative Assessment of Management Development
Needs.

Leadership Development Data Tracking System

Espiritu has created a comprehensive Leadership Development Data Tracking System (LDDTS) that
has multiple components. Our Human Resources Department is responsible for maintaining this
system. The first component of the system is the Individual Data Form. Human Resources will
maintain this form for all potential leaders. This system also includes current credentials,
qualifications, up-to-date recommendations, evaluations, and various other forms found in this
succession planning guide. Our interest is to house in one place all of the critical information we
need on potential leaders to help us make informed, equitable, consistent, and transparent decisions.





Leadership Development Design and Implementation

It is critical that the present, potential, and aspiring principals are included in the design, delivery,
and implementation of leadership development initiatives. The principals and candidates will be
expected to assist in the implementation of the designed professional development experience
because we want all principals to know how to deliver professional development.

Instructional leadership is the primary responsibility of principals in our school system, and the
Espiritu philosophy and school wide plan to be the guide in this effort. Accordingly, there is a great
deal of emphasis on developing in the candidates the skills necessary to be the kind of instructional
leader identified in the outcomes and evidences practice found in the district framework. The
potential and aspiring leaders will continue to attend professional development opportunities
sponsored by the Arizona Department of Education. Principals must facilitate on-site opportunities
for assistant principals in instructional leadership by allowing for job shadowing, co-observing and
mutually determining feedback, modeling feedback conferences, designing and conducting
professional development for staff, chairing committees with an instructional focus, and meeting
regularly with the principal to examine data and discuss strategies to improve student achievement.

In addition, potential and aspiring leaders continue to receive development opportunities in the area
of management responsibilities and other topics of interest necessary for leaders to do their jobs. The
general list of these topic areas will continue to change over time as new best practices are identified

Feedback

The process of providing constructive feedback to potential and aspiring principals who participate in
the design and implementation of leadership development activities is critical to the growth of these
individuals. Because the participant’s immediate supervisor may not be part of this exercise, the
feedback needs to come from the person who has the lead in the planning of the identified activity.
That person is responsible for conducting a conference with the aspiring or potential leader once the
activity is planned and implemented. Because there is no supervisory relationship, there will be no
written record of this conversation; it is for personal development purposes only. There will
however, be a log kept for professional development conversations that have taken place. This is to
ensure that when things get busy, Espiritu continues to maintain pride and priority to the
development of its leaders.

Communication

Various stakeholders need to be reassured that persons placed in the position of a school principal are
ready to assume the required responsibilities. There is a particular concern that in tight budgetary
times there may be a reduction in professional development budget. In order to minimize that
possibility and at the same time instill confidence in the stakeholders a public information campaign,
emphasizing the critical role that principals play in positively affecting student achievement, will be
organized

1. Strategic issuance of “Good News” releases showing the impact specific principals have
had in their schools





2. Reference to the importance of school leadership in all public speaking engagements of
senior leaders

3. The inclusion of a highly visible section of the system website that describes the critical
role played by principals

4. Timely submission of op-ed pieces about how the system develops principals

Sustaining a Professional Learning Community

Participation in professional learning communities enhances the professional growth Espiritu is
committed to establishing professional learning communities for each of the leadership development
activities offered throughout the school year. Each person involved in the design and implementation
process as well as those who participate in the activity itself will be part of that specific professional
learning community. The expectation will be that the activity does not start and end with the
completion of a specific event. Rather, it continues throughout the year with regular electronic
communication and face-to-face communication as is desired and practical.

Participants may be part of multiple professional learning communities depending upon the number
of leadership development activities in which they are engaged. The person with the lead in each
activity will have the ultimate responsibility to make certain that the professional learning
communities are established and sustained throughout the experience. Hopefully, these communities
will also help build a network of colleagues upon whom potential and aspiring leaders can depend as
questions arise. In participating in professional learning communities themselves, principals and
potential leaders are again modeling a best practice for all teachers at the school and therefore
reinforcing their role as an instructional leader.

Partnerships

Multiple cohorts are established for potential and aspiring leaders within the organization. They are
beginning to explore partnerships with local universities and Teach for America.

D. Promotion

Equity/Consistency/Transparency

As the school moves forward with planned succession, the primary objective is to ensure equity,
consistency, and transparency in the promotion process. The first step in creating equity, consistency,
and transparency is for the human resources department to conduct a general review of potential
candidates in the LDDTS. It is a first step in making a fair system as this is an open system to which
all employees have access to their own information,. Each candidate’s learning experiences will
recorded in LDDTS and these records will be used to make promotion decisions.

Those whose data sheets demonstrate initial readiness will have their personnel files screened once
more by human resources to assure that they qualify for a given position. Assuming they do qualify,
they will be notified in writing that they are under consideration for possible promotion. Completing
and submitting the Leadership Interest Form will indicate their interest in the position. Likewise,





those not being considered will be informed in a personal conference with their immediate
supervisors and provided information as to what paper credentials and/or learning experiences they
need in order to be considered.

Involvement of School Community

Community input around the type of principal desired and issues requiring change is essential for the
future of the school. As soon as a position becomes available, the Parent Board of Service at that
school shall be notified. They will be requested to submit a list of the attributes they consider most
important for a new principal in their school. They will also be asked to inform the executive officer
in writing what they consider to be the most significant challenges faced by the school and what they
consider being possible approaches to dealing with those challenges. Assuming the timeline works
well, this will usually be done between the time notification is received of a vacancy (about February
1) and the time when replacement decisions are anticipated (about March 1). This input will be
considered by the Succession Review Team — managers, the director of human resources, and
instruction/curriculum personnel — as they make recommendations for promotion and movement of
principals.

Promotion Decisions

As previously stated, a variety of personnel have interdependent roles and responsibilities in making
promotion decisions in order to assure the equity, fairness, and transparency in the process. Once the
submission date has passed for receipt of the Leadership Interest Forms (January 31 of each year),
there will be a new cohort of candidates from which the administration and the Governing Board will
make promotion decisions. At this point, the Succession Review Team will be assembled to screen
all of the candidates once again. This review includes the data sheets from the Leadership
Development Data Tracking System, credentials, qualifications, annual evaluations, and
recommendations from both the immediate supervisor and the Parent Board of Service of the school.
The director of human resources has the responsibility to assure that all recommendations are
available. Each candidate will be discussed individually by this Succession Review Team, and this
team will identify those candidates who have demonstrated a readiness to move to the final stage
prior to a promotion recommendation. The final step in the process is an Oral Portfolio presented to a
small team that replicates the representation on the Succession Review Team and a timed writing
sample.

The Oral Portfolio will be delivered to the team within a 45 minute period. The content will include
such aspects as an overview of their experiences in developing and implementing professional
development; examples of their data driven decision-making work, including root cause analysis; a
descriptive experience involving the teaching-learning processes and content; and how they have
used the Espiritu Succession Plan to self-assess and guide their work. The process must include the
integration of technology in the presentation. In addition, each candidate will discuss his or her level
of expertise with specific instructional levels, demographics, and specific populations so that
appropriate school matches are more evident.

The ability to communicate effectively both orally and in writing are critical skills a principal must
possess. The timed writing sample is a preferred means to determine the writing skills of our
candidates. The Succession Review Team will determine the topic for the writing sample. This team
will also design a scoring rubric to include both writing skills and content germane to the position for





which the candidate is applying. The review teams will make recommendations “to promote” or “not
yet ready to promote” to the Succession Review Team. That team will then make final
recommendations for promotion and specific placement of personnel to the CEO/Servant Leader. In
making these recommendations, the Succession Review Team will do its best to match candidate
strengths to school needs. The CEO/Servant Leader will make the final decision regarding the
candidates he/she wishes to forward to the School Governing Board.

The majority of these decisions will be made by February. However, because vacancies may emerge
during the spring and summer, the Succession Review Team will meet monthly from February until
schools open with all principals in place. With any process, there always remains a degree of
subjectivity in the decision making. The aim is to remove as much of it as possible, while at the
same time bringing equity, consistency, and transparency to the process. Once the Servant Leader has
approved the promotions, the appropriate staff will meet personally with selected candidates to let
them know of the proposed assignment. There may or may not be an alternative placement for a
person who declines and the declination will not be held against the candidate in future promotion
decisions. If the candidate accepts, he/she will sign a consent form, which will allow the name to be
passed on to the Governing Board. If for some reason the candidate turns down the promotion offer,
the manager will communicate that to the Succession Review Team at one of its monthly spring
meetings. The executive officer will also be responsible for identifying alternative recommendations
for the proposed assignment should the CEO/Servant Leader so desire.

Feedback

Part of the equity, consistency, and transparency philosophy is the ability to provide constant
feedback throughout the promotion process to those who seek leadership positions. As the process of
developing potential leaders begins; the degree of feedback increases considerably. Candidates
receive feedback through the 360 degree feedback forms. They also receive feedback from their
immediate supervisors on both their instructional as well as their non-instructional needs. They
receive additional written feedback from their team leaders who are responsible for completing the
confidential Feedback Form.

As the promotion process continues, those candidates who have been chosen to move beyond the
paper readiness stage will be notified. A conference will be conducted with all who did not move on
to the next stage to inform them and provide feedback for future consideration. The potential
leader’s immediate supervisor is responsible for conducting this interview based on a conversation
with the appropriate executive officer.

Transitions/Timeline

One of the most serious issues faced is the difficulty in providing sufficient time for an effective
transition of leadership. Methods must be identified for moving the timeline backward so that
decisions are made much earlier than June of a school year.

At minimum, a three-month window for successful transitions to take place would be adequate. The
intent is, if retirement is known far enough in advance and if practical, to move the potential
candidate to that school for a full year’s transition with the outgoing principal. This will require
business to be conducted differently.





First, encouragement will need to be given to employees who have the intention of retirement to
inform earlier than in the past. Notification should be received no later than February 1 for the
subsequent school year. Cooperation can be obtained if thorough explanations concerning promotion
decisions are conducted, however; there will be a reliance on the good will of current principals in
this regard, and there is the belief that they will cooperate fully with this request for the good of their
schools and their children if a positive, supportive, healthy culture is in place.

Communication

The District will use the same vehicles and media mentioned earlier in the plan, for communicating
the promotion efforts. (See section B - Identification)

E. Movement

Overarching Philosophy

It is also important that decisions regarding the transfer of principals must be connected to an
overarching philosophy of succession planning. Espiritu’s Governing Body and school
administration believe that stability in its schools and its school communities is more important than
regular movement of principals. Its schools should be viewed as a portfolio rather than separate
entities because every transfer affects at least two school communities — the one from the sending
school and the one from the receiving school. Often entire feeder systems are affected by movement
of principals. If the transition period is to be taken seriously, the Governing Body and school
administration will have to make thoughtful decisions much earlier with the advice and input from a
variety of people, most importantly the affected principals and assistant principals. This is a practice
that must be adopted.

Supportive Research

Research shows that change takes time, particularly if that change is to be sustained. Moving a leader
in the middle of a change effort, for the most part, takes the school backward rather than forward.
Some educators suggest that it is not the leaders who let their schools down; it is the system in which
they lead. Systems must pay attention to sustainable leadership if change itself is to be sustained.
Sustainable leadership is a shared responsibility that does not deplete resources and that cares for the
surrounding community. They also suggest that leadership succession is the last challenge of
leadership, since one is planning for one’s own obsolescence. Research such as
Bodilly, S., Keltner, B., Purnell, S., Reichardt, R., & Schuyler, G. (1998). Lessons from New American

Schools' Scale-up phase (MR-942.0-NAS). Santa Monica, CA: The Rand Corp and Boyd, V. & McGree, K. (1995). Leading
change from the classroom: Teachers as leaders. Issues ... about Change, 4 (4). Austin, TX: Southwest Educational Development

Laboratory, SUpport our strategies and its effectiveness.

Movement Decisions

As described in a previous section, a variety of people have interdependent roles and responsibilities
in making decisions on the movement of principals and assistant principals. The managers will have
the primary role in forwarding the names of principals they believe should be moved to the
Succession Review Team. If it is an assistant principal who is to be moved, the manager will





collaborate with the principal in forwarding that recommendation. It is critical that principals play a
major role in determining who will be on their Leadership Team since it is the responsibility of the
total team to lead the focus on teaching and learning in the school. In both instances, the affected
persons will have had multiple conversations with their immediate supervisors long before this
occurs. The Succession Review Team will be the same team that makes promotion recommendations
since they are matching all qualified candidates with schools. Both promotion and movement will be
considered together so that decisions can be made that strengthen the whole system.

There are many factors that go into decisions as attempts are made to match leaders with schools.
Certainly, the demographics of each school are considered. Most importantly, however, are the test
data that show trends in student performance in subject areas and among specific subgroups of
students.

Choices

Although the CEO/Servant Leader will make the final decision, a person being moved should also
have input on that movement decision. Essentially, the candidate may still be moved, but their appeal
will be heard. Where appropriate, an alternative placement will be offered. This is why it is so
important that the conversations between the person being moved and his/her immediate supervisor
begin early. If the person being recommended for movement wishes to decline the transfer, we want
to have in place a method to deal with such requests. A mechanism should be in place whereby an
individual can request a transfer, once again in a “no-fault” manner. The Governing Body and school
administration is committed to accepting such self-initiated transfer requests in order to help keep our
leaders motivated and energized.

Timeline

Similar to the manner in which the Governing Body and school administration has chosen to promote
individuals to the level of principal, it is desired to move up the timeline for the movement of
principals as well. Moving up this timeline creates other possible issues (e.g., “lame duck” status),
but in the final analysis, multiple benefits of successful transitions far exceed the problems created by
early announcements. Accordingly, final decisions on the promotion and movement of principals will
be made no later than March 1 of each year, thereby allowing for effective transitions to new
positions.

Incentives for Challenging Assignments

There is a need to provide incentives in order for skilled leaders to be willing to assume positions at
our most challenging schools. For the school that our system has in Restructuring Planning as a result
of No Child Left Behind, school administration plans to take advantage of the statewide
Distinguished Principals’ Program resulting from House Bill 995. This program provides a healthy
financial incentive for distinguished principals to assume the responsibility of principal of schools in
this improvement status.

There a number of other challenging schools in the district that are not in this improvement status
yet, but for which outstanding principals are needed. A way must be found through local funds to
provide incentives for Espiritu’s best and brightest to want to lead these schools.





Communication

The movement of principals may be the most challenging part of this communication plan because of
the raw emotion that such movement creates. Whenever a principal is to be moved to a new
assignment, the following steps will be taken:

» Immediately upon the announcement of the transfer of the principal, the executive officer
will attend a special staff meeting at both the school losing the principal and the school
receiving the principal to describe the process for making the decision. Parent Board
members will be invited to this meeting.

* Assurances will be provided that the transfer was planned in a thoughtful manner and that
both schools will receive much attention to make certain that the transition goes smoothly.

* The transition will include a comprehensive checklist of topics that need to be discussed by
the departing and the arriving principals. This checklist will be shared with the executive
officer, and there will be another checklist of topics that need to be discussed between the
executive officer and the two principals. These checklists will be consistent district wide,
but there will be open-ended questions as well to allow for individual circumstances.

F. Retention

Satisfaction/Needs Assessment

One common theme from principals is that they want and need to be more involved in the placement
of personnel in their schools. This is a job satisfaction issue that deserves attention. Therefore, as
mentioned under “Movement Decisions,” the Governing Body intends to include principals in
discussions about the selection, placement, and movement of these critical Leadership Team
members. In addition, the principals’ voices in the process will be key in encouraging potential
leaders coming up the pipeline.

In order to ascertain what would help retain potential, aspiring, and current leaders, a Leadership
Satisfaction/Needs Assessment instrument has been developed and would be completed
anonymously. This instrument will be distributed in July of each year to all current leaders as well as
those who have been identified as potential or aspiring leaders. It will help prioritize retention efforts,
since resources are not abundant to do everything desired in this regard. Results of this needs
assessment will be utilized as we develop our funding requests to the county council for the
following school year.

Career Counseling and Support

It is important that Espiritu provide effective career counseling and support for the potential and
aspiring leaders as well as the assistant principals and principals. Veteran principals tend to find their
own support systems the longer they are in the position.

Principals are the first line of support for potential or aspiring leaders as well as assistant principals
assigned to their staff. They should be facilitating career counseling for these personnel and





providing the kinds of experiences that will make them well-rounded leaders. The director of human
resources and managers are also expected to provide counseling support as appropriate to these
potential leaders. Each of these positions (principals, director of human resources, and managers)
will have a component as part of their annual evaluations that speaks to how well they provide this
support. Managers are also directly responsible for providing career guidance and counseling to
principals. When a principal is new, the manager will spend considerably more time in that building
than in those where there are successful principals. Since managers are not always available, and
because the very nature of the reporting relationship may make a principal more reluctant to be
totally candid with his/her supervisor, each first year principal will be assigned a mentor. This mentor
will be responsible for meeting at least weekly with the new principal to discuss anything that the
new principal wishes plus items on an established timeline-based agenda of needs. The mentors will
be recently retired principals.

Incentives

An attractive incentive package will encourage potential leaders to consider a leadership track and at
the same time remain in the leadership position. The Governing Body may consider implementing
compensation for principals commensurate with their responsibilities, in the near future. Since
principals in the district are compensated slightly higher than veteran classroom teachers, it is a
struggle to find capable and qualified candidates for these positions. A onetime salary increase may
be considered.

Communication

This succession planning document has communication woven throughout its pages because it is an
important part of the transparency the Governing Body is trying to build into the new model.
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| FACILITIES PLAN

Part 1: Current Facilities

Espiritu presently occupies fifteen acres located near Central Avenue and Broadway in the South
Phoenix area of which twelve acres are developed with school buildings, administrative offices,
kitchen/cafeteria facilities, parking lots and athletic fields.

This school district currently has 825 students enrolled. All schools within the district are located on
the 15 acre site. The total maximum capacity of the site is approximately 1,000 students. Therefore,
these facilities meet present needs of the school district adequately. Considering the age of some the
building and regular ware and tear of the occupied spaces, the Governing Body anticipates ongoing
maintenance, up keep, renovation and rehabilitation activities and associated costs.

The plans for future facility expansions or purpose built buildings will depend on dramatic increase
in student population and enhancement of the programmatic activities. If such a need becomes
apparent, appropriate authorities and organizations will be made aware in timely fashion with the
appropriate data and justifications.

List of current facilities:

Esperanza Montessori Academy (Grades K-3)

Number of Classrooms 7
Number of Offices 1
Playground/Student Friendly Open Space 1

Los Milagros Academy (Grades K-3)
Number of Classrooms 8
Playground/Student Friendly Open Space 1

Reyes Maria Ruiz Academy (Grades 4-6)
Number of Classrooms 8
Playground/Student Friendly Open Space 1

NFL YET Junior High (Grades 7-8)
Number of Classrooms 4

Espiritu College Prep (Grades 9-12)
Number of Classrooms 8

AIM Higher Honors School (Grades 7-12)
Number of Classrooms 5

Additional Facilities:






Fully furnished commercial Kitchen
Fully operational Cafeteria

Student Center

Faculty Center/Copy Room

Parent Center

Front Office

Computer Lab

Media Center - Audio/Video Studio
Administrative Offices

Conference Room

Outdoor Basketball Court

Outdoor Lit Soccer/Football/Athletic Field
Three parking lots

School buses

15 Passenger Vans
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Interval Report Details Hide Section

Report Date: 07/07/2010 Report Type: Renewal

Charter Contract Information Hide Section

Charter Corporate Name: Espiritu Community Development Corp.
Charter CTDS: 07-87-11-000 Charter Entity ID: 4335
Charter Status: Open Contract Effective Date: 08/08/1995
Authorizer: ASBCS Contractual Days:
Number of Schools: 3 o Esperanza Montessori Academy: 180

e NFL YET College Prep Academy: 180

e Reyes Maria Ruiz Leadership Academy: 180
Charter Grade Configuration: K-12 Contract Expiration Date: 07/19/2011
FY Charter Opened: 1996 Charter Signed: 05/08/1995
Charter Granted: — Corp. Commission Status Charter Holder is in Good Standing
Corp. Commission File # 0709857-9 Corp. Type Non Profit
Corp. Commission Status Date 06/17/2010 Charter Enrollment Cap 1234

Charter Contact Information Hide Section
Mailing Address: 4848 South 2nd Street Website: —
Phoenix, AZ 85040
Phone: 602-243-7788 Fax: 602-243-7799
Mission Statement: Esperanza Montessori Academy will provide a Montessori program of study designed to serve children in grades kindergarten

through twelfth grade, in realization of each child's academic goals and abilities to be self-sufficient. ESPIRITU Community
Development Corporation's mission is to: Develop the human capital of a community by self-empowering our youth and
families; Form partnerships between private and government sectors and low-income communities; Spiritually and
economically uplift communities.

Charter Representatives: Name: Email: FCC Expiration Date:
1.) Mr. Armando Ruiz ruizarmandol@hotmail.com 05/12/2012
Amendment Information Hide Section
Charter Corporate Name: Espiritu Community Development Corp.
Charter CTDS: 07-87-11-000 Charter Entity ID: 4335
Charter Status: Open Contract Effective Date: 08/08/1995
Amendments Hi ion
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Amendment Type Received Date Approval Date
Charter Representative Notification Request 01/11/2010 03/04/2010
Charter Holder Governance Notification Request 08/10/2009 10/25/2009
School Name Change Notification Request 05/11/2007 05/14/2007
Charter Holder Status Amendment Request 09/15/2006 -

Academic Performance - NFL YET College Prep Academy

School Name: NFL YET College Prep Academy School CTDS: 07-87-11-001
School Entity ID: 5507 Charter Entity ID: 4335
School Status: Open School Open Date: 07/01/1997
Physical Address: 4848 S. 2nd St. Website: -
Phoenix, AZ 85040
Phone: 602-243-7788 Fax: 602-243-7799
Grade Levels Served: 7-12 FY 2009 100t" Day ADM: 322.735
Academic Performance Per Fiscal Year Hide Section
FY AZ LEARNS Profile Met AYP
K-12 K12 10 358
2009 Performing Plus — — — No
2008 - Performing Plus - — Yes
2007 — — Performing Plus Performing Yes
2006 — — Performing Plus Underperforming No
2005 — — Performing Plus Performing Plus Yes

Academic Performance - Esperanza Montessori Academy

School Name: Esperanza Montessori Academy School CTDS: 07-87-11-005
School Entity ID: 85887 Charter Entity ID: 4335
School Status: Open School Open Date: 07/01/2004
Physical Address: 4848 South 2nd Street Website: —
Phoenix, AZ 85040
Phone: 602-243-7788 Fax: 602-243-7799
Grade Levels Served: K-3 FY 2009 100t" Day ADM: 272.7075
Academic Performance Per Fiscal Year Hide Section
FY AZ LEARNS Profile Met AYP
ELEM 358

2009 Performing Plus — No

2008 Performing - Yes

2007 — Underperforming No

2006 — Underperforming No

2005 — Performing Plus No

Academic Performance - Reyes Maria Ruiz Leadership Academy Hide Section
School Name: Reyes Maria Ruiz Leadership Academy School CTDS: 07-87-11-004
School Entity ID: 85886 Charter Entity ID: 4335
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School Status: Open School Open Date: 07/01/2004
Physical Address: 4848 South 2nd Street Website: —

Phoenix, AZ 85040
Phone: 602-243-7788 Fax: 602-243-7799
Grade Levels Served: 4-6 FY 2009 100" Day ADM: 207.7075

FY AZ LEARNS Profile Met AYP
ELEM 358

2009 Performing — Yes

2008 Performing Plus — Yes

2007 — Performing No

2006 — Underperforming Yes

2005 — Underperforming No

Charter Corporate Name:
Charter CTDS:

Charter Status:

Academic Performance - Los Milagros Academy

Charter/Legal Compliance

Espiritu Community Development Corp.

07-87-11-000

Open

Charter Entity ID:

Contract Effective Date:

4335
08/08/1995

Show Section

Hide Section

Year Timely Year
2009 Yes 2010
2008 Yes 2009
2007 No 2008
2006 No 2007
2005 No 2006

Timely
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SPED Monitoring Date

Evaluation/Re-evaluation:
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Sixty Day Item Due Date
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|IEP Status:
Procedural Safeguards:

ESS Compliance Date:

Audit and Fiscal Compliance

Hide Section
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| CORPORATE STRUCTURE

Part 1: Structure of the Corporation by Showing the Different Levels of Management

The Governing Board: Espiritu acts through the actions of the Governing Board. Members of the
Governing Board are elected by then current Governing Board. The authorized number of Directors
shall be not less than three (3) and not more than seven (7). The exact authorized number of Directors
shall be determined from time to time by the Governing Board. There are currently six (6) members
on the Governing Board.

Individual Name Corporate Role
Armando Ruiz Director
Adrian Daniel Ruiz Director
Jorge Ignacio Sandoval Director
Frances Castillo Director
Margaret April Director
Monica Ivana Rivera Director

Each Director shall be elected to a term of one (1) year until a successor Director has been designated
and qualified. All Directors are required to discharge the duties of their respective positions in good
faith and with that diligence and care which reasonably prudent persons would exercise in similar
circumstances and like positions.

Officers of the Corporation: The officers of the Corporation shall consist of the President,
Secretary, Treasurer, and any such other officers as the Governing Board may appoint. The office of
President and Secretary or Treasurer may not be held by the same person. The Board of Directors
shall appoint all officers of Espiritu for terms of one (1) year, or until their successors are appointed
and qualified. Subject to the rights, if any, of the officer under any contract of employment, any
officer of the Corporation may be removed with or without cause by the Governing Board at any
time. There following is a list of the three (3) current officers:

Individual Name Corporate Role
Armando Ruiz President
Adrian Daniel Ruiz Treasurer
Jorge Ignacio Sandoval Secretary

e President. The President shall, if present, preside at all meetings of the Governing Board
and exercise and perform such other powers and duties as may be from time to time assigned
to him or her by the Governing Board or prescribed by the Bylaws.
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e Secretary. The Secretary shall keep or cause to be kept, at the Corporation’s principal office
or such other place as the Governing Board may direct, a book of minutes of all meetings,
proceedings, and actions of the Governing Board and of committees of the Governing Board.
The minutes of meetings shall include the time and place that the meeting was held; whether
the meeting was annual, general, or special, and, if special, how authorized; the notice given;
the names of persons present at Governing Board and committee meetings. The Secretary
shall keep or cause to be kept, at the principal office of the Corporation, a copy of the
Articles of Incorporation and Bylaws, as amended to date. The Secretary shall give, or cause
to be given, notice of all meetings of the Governing Board, and of committees of the
Governing Board in accordance with Open Meeting Law and the Bylaws. The Secretary shall
keep the corporate seal, if any, in safe custody and shall have such other powers and perform
such other duties as the Governing Board or the Bylaws may require.

e Treasurer. The Treasurer shall send or cause to be given to the Directors such financial
statements and reports as are required to be given by Open Meeting Law, by the Bylaws, or
by the Governing Board. The books of account shall be open to inspection by any Director at
all reasonable times. The Treasurer shall: (i) deposit, or cause to be deposited, all money and
other valuables in the name and to the credit of the Corporation with such depositories as the
Governing Board may designate; (ii) disburse the Corporation’s funds as the Governing
Board may order; (iii) render to the President and the Governing Board, when requested, an
account of all transactions as Treasurer and of the financial condition of the Corporation; and
(iv) have such other powers and perform such other duties as the Governing Board or the
Bylaws may require. All checks, drafts, notes, bonds, bills of exchange and orders for
payment of money of the Corporation from its charter school operations shall be signed by the
Treasurer or such other person or persons as the Board of Directors may from time to time
designate.

Committees of the Governing Board: The Governing Board, by resolution adopted by a majority of
the Directors then in office, may create one or more committees, each consisting of two (2) or more
Directors and no one who is not a Director, to serve at the pleasure and discretion of the Governing
Board. Any such committee shall have all the authority of the Governing Board, to the extent
provided in the Governing Board resolution, except that no committee may do the following: (i) fill
vacancies on the Governing Board or any committee of the Governing Board; (ii) fix compensation
of the Directors for serving on the Governing Board or on any committee; (iii) amend or repeal
bylaws or adopt new Bylaws; (iv) amend or repeal any resolution of the Governing Board that by its
express terms is not so amendable or repealable; (v) create any other committees of the Governing
Board or appoint the members of committees of the Governing Board; or (vi) approve a transaction
in which a Director has a material financial interest. The Board of Directors, by resolution adopted
by a majority of the Directors then in office, has created the following committees to serve at the
pleasure and discretion of the Governing Board:

. Compensation Committee. All members of the Compensation Committee shall be
disinterested persons under the Bylaws. The Bylaws define an “interested person” as being (i)
any person compensated by Espiritu for services rendered to it within the previous twelve
(12) months, whether as a full-time or part-time employee, independent contractor, or
otherwise, excluding any reasonable compensation paid to a Director as director in
accordance with the Bylaws, (ii) any brother, sister, ancestor, descendant, spouse, brother-in-
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of such
person, and (iii) a member in a commonly controlled, related or supporting organization. The
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. Corporate Compliance Committee. The Corporate Compliance Committee shall (i)
ensure that the Governing Board is acting in compliance with Open Meeting Law, (ii) ensure
that the minutes of the meetings and actions taken by written action or by executive session
are contemporaneously documented in the corporate records, (iii) ensure that the percentage
of interested persons comprising the Governing Board as set forth in the Bylaws is being
adhered to, (iv) evaluate the effectiveness or the Governing Board as a whole, (v) adopt and
implement a whistle-blower policy for handling complaints and for procedures or employees
to report suspected fiscal impropriety, (vi) adopt and implement a document integrity,
retention and distribution policy, and (vii) arrange and implement educational and training
seminars to be held, at a minimum, once per year, which shall be aimed at educating the
Governing Board on corporate issues such as compliance with Open Meeting Law and
adherence to the obligations of the Charter Contract.

In accordance with subsection (ii), above, an essential function of the Corporate Compliance
Committee is to oversee the adherence to the conflict of interest policy adopted by the
Governing Board to be followed by the members of the Governing Board in executing their duties.
Each Director is informed and advised of the conflict of interest policy prior to entering or assuming
the duties of the position and has agreed to be bound by the conflict of interest policy set forth in the
Bylaws which provides, in part, for the disclosure of any duality of interest or possible conflict of
interest on the part of any Director and that such duality of interest or possible conflict must be made
a part of the corporate records either through an annual procedure or when the interest becomes a
matter requiring Governing Board action and then recorded in the appropriate minutes wherein an
action related to this issue is taken. No Director having a duality of interest or possible conflict of
interest can vote or use his or her personal influence on the issue being decided however, the
Director may participate in the information gathering and answer appropriate questions related to the
issue. The minutes of any meeting where a conflict is present must reflect: (i) that a disclosure of
the conflict was made; (ii) the Director with the conflict abstained from voting; and (iii) any
other relevant factors necessary.

. Finance and Independent Audit Committee. The Finance and Independent Audit
Committee shall consist of disinterested persons, at least one (1) of whom is a financial
expert and such committee shall (i) adopt and implement a financial management policy and
ensure that the Governing Board keeps complete, current, and accurate financial reports, (ii)
review the Governing Board’s financial activities, (iii) adopt and implement a reimbursement
policy, including, without limitation, the reimbursement of travel and entertainment
expenditures, (iv) ensure that the financial statements are compiled and annually reviewed by
an independent accountant, audited by an independent accountant and for overseeing such
process, (v) adopt and implement a policy whereby financial wrongdoing can be reported to
the committee and responded to and/or corrected by the committee; and (vi) adopt a tax-
exempt bond compliance policy and ensure that all actions taken by the Corporations are in
compliance with such policy.
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. Fundraising and Solicitation Committee. The Fundraising and Solicitation
Committee, at least one (1) member of which shall act as the liaison between the Governing
Board and community, shall (i) develop and oversee the strategic plan adopted by the
Governing Board that promotes the school within the community, (ii) ensure that solicitation
materials and other correspondence to prospective donors are accurate and truthful, (iii)
ensure that contributions are being used in accordance with the donor’s intent, (iv) ensure
that donors are being provided with acknowledgement of charitable contributions in
accordance with federal tax law, and (v) adopt and implement gift acceptance, community
benefit and charity care policies to determine the situations in which an acceptance of a gift
or donation would compromise the ethics, finances, or mission of the school.

. Nominating Committee. The Nominating Committee shall (i) secure candidates for
positions and shall present a slate of qualified, acceptable candidates to the Governing Board
for approval, and (ii) establish and adopt a policy for nominating candidates and shall ensure
that all recruitment and retention activities are in compliance.

Administrative Personnel and Staff: All administrative personnel and staff report to and are held
accountable by the Governing Board. The following is a brief description of the “Key Administrative
Personnel” that are selected by the Governing Board and that are responsible for the routine
administrative day-to-day operations of the school:

. CEO/Servant Leader. The CEO/Servant Leader of the school serves as the
educational leader, responsible for managing the policies, regulations, and procedures to
ensure that all students are supervised in a learning environment that meets the approved
curriculum, values and mission of the school. Achieving academic excellence requires that
the CEO/Servant Leader work collaboratively to direct and supervise all members of the
administrative school staff hired by the Governing Board and to communicate effectively
with parents and students of the school. Inherent in the position are the responsibilities for
scheduling, curriculum development, extracurricular activities, personnel management,
emergency procedures, and operation of the school facilities. The job responsibilities of the
CEO/Servant Leader shall include, but not be limited to, the (i) establishment and promotion
of high standards and expectations for all students and staff for academic performance and
responsibility for behavior; (ii) management, evaluation and supervision of effective and
clear procedures for the operation and functioning of the school consistent with the
philosophy, mission, values and goals of the school including instructional programs,
extracurricular activities, discipline systems to ensure a safe and orderly climate, building
maintenance, program evaluation, personnel management, office operations, and emergency
procedures; (iii) establishment the annual master schedule for instructional programs,
ensuring sequential learning experiences for students consistent with the school’s philosophy,
mission statement and instructional goals; (iv) supervision of the instructional programs of
the school, evaluating lesson plans and observing classes on a regular basis to encourage the
use of a variety of instructional strategies and materials consistent with research on learning
and child growth and development; (v) supervision in a fair and consistent manner effective
discipline and attendance systems with high standards, consistent with the philosophy,
values, and mission of the school; (vi) notification to the Governing Board, and appropriate
personnel and agencies when there is evidence of substance abuse, child abuse, child neglect,
severe medical or social conditions, potential suicide or students appearing to be under the
influence of alcohol or controlled substances; (vii) advisement of the Governing Board of
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o Business and Operations Manager. The Business and Operations Manager serves
as the overseer of the administrative, financial and budgetary process of the school. The job
responsibilities of the Business and Operations Manager shall include, but not be limited to,
(i) implementation of the financial decisions of the Governing Board and the CEO/Servant
Leader, (ii) planning and monitoring of the financial activity of the school including relevant
and agreed elements of the standard operational funds, (iii) preparation and oversight of the
school budget, and the management income and expenditure, (iv) regular attendance at the
Finance and Independent Audit and Revise Committee meetings to present strategic financial
management reports, (v) manages daily administrative operations including establishing work
priorities, assists in resolving problems related to day-to-day operations of the school (vi)
ensuring that the schools meet all statutory and legal requirements as well as the requirements
set forth in the Charter Contract concerning the financial management of the schools, and to
liaise with external auditors, (vii) collaborate with academic leaders. The Food Service
Director, Student Data Director, IT Director, Finance Director, HR Director,
Communications Director, Curriculum Director, K-6 Principal, and 7-12 Principal report to
the Business and Operations Manager.

o Leadership Development Manager. The Leadership Development Manager serves
as the coordinator and supervisor of the individual “Spirit Centers” offered at each of the
school and reports to the CEO/Servant Leader. The Leadership Development Manager
serves a pivotal role in improving the leadership development of the staff and students as
well as improving the relationship between parents and students with respect to enhancing
each student’s academic potential. The job responsibilities of the Leadership Development
Manager shall include, but not be limited to, (i) oversight of the each Spirit Center, (ii)
establishing key leadership and people management programs that will promote the school
and its mission within the community and encourage active involvement with community
leaders, (iii) assessment of the learning and developmental needs of the students, staff and
parents, and (iv) select the appropriate blend of learning modalities that will maximize
relevance, impact and understanding of the students and parents. The directors of each of the
Spirit Centers report to the Leadership Development Manager.
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		Part 1:  Structure of the Corporation by Showing the Different Levels of Management

		The Governing Board: Espiritu acts through the actions of the Governing Board. Members of the Governing Board are elected by then current Governing Board. The authorized number of Directors shall be not less than three (3) and not more than seven (7). The exact authorized number of Directors shall be determined from time to time by the Governing Board.  There are currently six (6) members on the Governing Board. 



		Espiritu organizational chart

		Simple flowchart






Espiritu Community Development Corporation
Renewal Executive Summary Report

. Sources of Evidence for this Document

A.R.S. 15-183.1 states that “[a] charter school that elects to apply for renewal shall file an
application for renewal...which shall include a detailed business plan for the charter school, a
review of fiscal audits and academic performance data for the charter school and a review of the
current contract between the sponsor and the charter school.”

The Arizona State Board for Charter Schools (ASBCS) determined that renewal of a charter is
based on affirmative evidence in three areas:

e Success of the academic program, including academic achievement

e Viability of the organization, including fiscal management and compliance

e Adherence to the terms of the charter, including contract and legal compliance

Evaluation of the charter holder's success in these three areas is based on a variety of information
that will serve as sources of evidence in determining renewal. These sources include:

e Written application for renewal

e Student performance data

e Independent financial audits

e Five year interval summary reviews
e Site visit reports

e Monitoring reports

I1. Profile

Espiritu Community Development Corporation was granted a charter by the ASBCS, effective
on August 8, 1995. Espiritu Community Development Corporation is a non-profit corporation in
good standing with the Arizona Corporation Commission. The charter representative is
Armando Ruiz. The charter holder operates three schools: Esperanza Montessori Academy (K-
3), NFL YET College Prep Academy (7-12), and Reyes Maria Ruiz Leadership Academy (4-6).
The schools are located in the Phoenix area and had a FY10 100" day ADM of 795.170.

Mission Statement (as provided in the contract):

Esperanza Montessori Academy will provide a Montessori program of study designed to serve
children in grades kindergarten through twelfth grade, in realization of each child's academic
goals and abilities to be self-sufficient. ESPIRITU Community Development Corporation's
mission is to: Develop the human capital of a community by self-empowering our youth and
families; Form partnerships between private and government sectors and low-income
communities; Spiritually and economically uplift communities.

Espiritu Community Development Corporation Page 1





I11. Academic Performance

Espiritu Community Development Corp. - Esperanza Montessori
Academic Achievement - AIMS ES Math (K-3)
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Espiritu Community Development Corp. - Esperanza
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Espiritu Community Development Corp. - Reyes Maria Ruiz
Academic Achievement - AIMS ES Math (4-6)
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Espiritu Community Development Corp. - Reyes Maria Ruiz
Academic Achievement - AIMS ES Reading (4-6)
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Espiritu Community Development Corp. - NFL YET
Academic Achievement - AIMS ES Math (7-8)
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Espiritu - NFL YET
Academic Achievement - AIMS HS Math (9-12)
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Espiritu Community Development Corp. - NFL YET
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Fiscal AZ LEARNS Adequate
Year Yearly
Progress
(AYP)
2009 | Esperanza Montessori - Performing Plus No
NFL YET College Prep - Performing Plus No
Reyes Maria Ruiz - Performing Yes
2008 | Esperanza Montessori - Performing Yes
NFL YET College Prep - Performing Plus Yes
Reyes Maria Ruiz - Performing Plus Yes
2007 | Esperanza Montessori - Underperforming No
NFL YET College Prep - Performing Plus Yes
Reyes Maria Ruiz - Performing No

IV. Fiscal Compliance

As detailed in the Audit and Fiscal Compliance section of the Renewal Summary Review:

The charter holder has failed to timely submit its annual audit for one or more years.

The fiscal years 2006 and 2007 audits each identified one or more issues which required
a corrective action plan.

The fiscal years 2007 and 2009 audits each identified a repeat issue. For fiscal year 2009,
the repeat issue was that no written documentation was maintained as required of the
governing board’s determination for sole source procurements. According to the Board’s
matrix, this repeat issue does not rise to the level of a corrective action plan.

Espiritu Community Development Corp. must follow the Uniform System of Financial Records
for Charter Schools and adhere to State procurement regulations.

V. Legal and Contractual Compliance

For the previous five fiscal years —

The charter has failed to timely submit the Annual Financial Report for one or more
years.

The charter holder has failed to timely submit the Budget for one or more years.

All Declarations of Curricular and Instructional Alignment were submitted to the Arizona

Department of Education (ADE) in a timely manner.

The Highly-Qualified Teacher report, updated on May 7, 2010, indicated 35 core teachers
with nine being reported as non-highly qualified.

No Child Left Behind (NCLB) Compliance Monitoring for Cycle 5 (2004-05) met
compliance. In 2005, ADE Academic Achievement Division conducted an on-site
review and found areas of concern or non-compliance. Cycle 6 (2006-07) and Cycle 1
(2007-08) had identified findings to be resolved. A notice of noncompliance letter for
failure to comply with the monitoring requirements of NCLB was sent to the charter
holder in July of 2008 (high risk subgrantee).
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e In 2010 ADE Exceptional Student Services determined the school was not in compliance
with the Individuals with Disabilities Education Act (IDEA) and required a corrective
action plan be submitted in May.

In February 2008, the Board determined that Espiritu Community Development Corp. failed to
comply with statutory fingerprinting requirements and that the four occurrences identified during
the January 16, 2008 site visit constituted the charter school’s first time for civil penalty purposes
under A.R.S. 15-185(1). However, no civil penalty was imposed since the charter school
provided the required proof within 48 hours.

In November 2009, the Board imposed a civil penalty of $1,000 after the Board determined that
the charter school failed to comply with statutory fingerprinting requirements when its contracted
special education aide provided instruction to students at the charter school without having a
valid fingerprint clearance card and that under the law, this failure constituted a subsequent
violation of the fingerprinting requirements by the charter school. The $1,000 civil penalty was
assessed with the charter holder’s February 2010 payment.

Additionally, in October 2005, the Board voted to withhold 10% of the charter holder’s monthly
State aid apportionment for failure to submit the School Report Card. No withholding occurred
as the issue was addressed prior to the November 2005 payment.

V1. Renewal Application

A. Education Plan

Performance management plans are intended to assist schools in addressing academic performance
deficiencies with a plan that clearly articulates the academic achievement area in need of improvement, the
tools intended to measure improvement, and the degree of improvement to be achieved.

The Charter Holder was required to submit a Performance Management Plan in the academic
section of the renewal application.

The introductory narrative for the Performance Management Plan describes the process the
school community undertook for data examination and analysis. Data reviewed included results
from AIMS (status and growth). Based upon the data analysis, the school determined to focus
the plan on curriculum, instruction, student monitoring, and intervention.

Indicator: Math (District Level)
Duration of the Plan: May 2010 to June 2014
Strategies:
= |dentify mathematics achievement by student per classroom per teacher.
= Establish an effective Mentor (Master) Teacher Council to provide feedback on
Mathematics instruction and interventions.
= Investigate, adopt and purchase mathematics curriculum.
= Create a Remediation Program (9"-10" grade).
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= Sustain an effective data tracking system (9"-10" grade).
= Improve the academic program for 7 - 8" grades to reduce student mobility.

ANNUAL BENCHMARK TARGETS: % of students who score meets or exceeds on AIMS.

CURRENT Year 1 Year 2 Year 3 Year 4 Target For This
STATE 2010-11 2011-12 2012-13 2013-14 Plan
2013-14
Esperanza Grades K-3 — Grades K-3 — Grades K-3 — Grades K-3 - Grades K-3 —
Primary 55% 60% 65% 70% 70%
Grades K-3 -
52%
RMR Grades 4-6 -57% | Grades 4-6 — Grades 4-6 — Grades 4-6 — Grades 4-6 -
Elementary 62% 67% 70% 70%
Grades 4-6 —
54%
NFL Jr. High— | Grades 7/8 -49% | Grades 7/8 — Grades 7/8 — Grades 7/8 — Grades 7-8 —
Grades 7/8 - 58% 69% 70% 70%
43%
NFL High Grades 9-12 — Grades 9-12 - Grades 9-12 - Grades 9-12 - Grades 9-12 -
School 46% 52% 59% 60% 60%
Grades 9-12 —
43%

Indicator: Reading (District Level)

Duration of the Plan: May 2010 to June 2014

Strategies:

= |dentify reading achievement by student per classroom per teacher.

= Establish an effective Mentor (Master) Teacher Council to provide feedback on Reading
instruction and interventions.

= Investigate, adopt and purchase a reading curriculum.

= Create a Remediation Program (9"-10" grade).

= Sustain an effective student data tracking system (9"-10" grade).

= Implement an effective College Readiness Program (9"-12" grade).

ANNUAL BENCHMARK TARGETS: % of students who score meets or exceeds on AIMS.

CURRENT Year 1 Year 2 Year 3 Year 4 Target For This
STATE 2010-11 2011-12 2012-13 2013-14 Plan
2013-14
Esperanza Grades K-3 - Grades K-3 - Grades K-3 - Grades K-3 - Grades K-3 -
Primary 51% 58% 65% 72% 2%
Grades K-3 -
48%
RMR Grades 4-6 — Grades 4-6 - Grades 4-6 - Grades 4-6 - Grades 4-6 -
Elementary 50% 57% 65% 2% 2%
Grades 4-6 -
46%
NFL Jr. High Grades 7-8 — Grades 7-8 - Grades 7-8 - Grades 7-8 - Grades 7-8 -
Grades 7-8 — 51% 58% 65% 72% 2%
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48%

NFL High Grades 9-12 — Grades 9-12 - | Grades 9-12 - Grades 9-12 - Grades 9-12 -
School 51% 56% 62% 68% 68%

Grades 9-12 —

48%

In the Performance Management Plan, Espiritu Community Development Corporation scored 27
points out of a possible 40 points. Seventy percent of the sections scored at Meets or Exceeds
level.

B. Detailed Business Plan

Organization
The narrative for the organizational structure includes information on the corporate structure,

including officers of the corporation®; committees of the governing board, including
compensation committee, corporate compliance committee, finance and independent audit
committee, fundraising and solicitation committee, and nominating committee; and,
administrative personnel and staff, including CEO/Servant Leader, business and operations
manager, and leadership development manager. The application package also included an
organizational chart which shows the relationship of the various entities in the organization.

Sustainability

Fiscal Viability
Espiritu Community Development Corp. has established a Finance and Independent Audit
Committee. The Committee is comprised of senior organizational officials who meet bi-monthly
to evaluate and ensure controls over financial affairs to enhance the mission and goals
established by the board of directors. The Committee also assures that the organization adheres
to State and Federal rules and regulations. It reviews all internal and external financial reports,
authorized expenses, cash position among other financial activities. During times of financial
hardship the Committee meets on a weekly basis, acts as fiscal decision maker and is
accountable to the board of directors. It also makes all the expenditure decisions until such time
as the organization’s fiscal health has been restored. The accounting department has the primary
responsibility to alert the organization of any potential financial inadequacies. Espiritu utilizes a
decentralized fiscal decision making structure where departmental budgets and normal operating
expenditures (not including overhead) are the responsibility of the department heads, except
during times of financial hardship (see above). The Business and Operations Manager, in
conjunction with the CEO/Servant Leader and the Committee, has the ultimate responsibility for
monitoring administrative overhead costs. The CEO/Servant Leader submits an annual
organizational budget to the board of directors for their approval. The Business and Operations
Manager and CEO/Servant Leader, along with the Committee, are responsible for enforcing the
approved budget throughout the year and when necessary take actions to rectify the situation.

! In August 2009, the charter holder began a series of amendments/notifications to reflect the changes in the
organization. The final notifications were processed during the renewal process.
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During the year regular audits are conducted to ensure departments are operating within their
approved budget. During its monthly meetings, the Board of Directors reviews the organization’s
monthly financial statement and makes necessary recommendations. The Board also reviews the
annual financial statements prepared and presented by the external auditor. (For additional
information, please see the application’s “Sustainability” narrative.)

Charitable support and fundraising activities amount to about 1% of Espiritu’s total budget.
During the past two fiscal years, the organization has received two donations from NFL Charities
totaling $1.5 million. These donations are non-recurring and were used to make facilities
improvements and to build a new multi-purpose athletic field.

For fiscal year 2008 and fiscal year 2009, the independent certified public accountant issued an
unqualified (or “clean”) opinion on Espiritu Community Development’s financial statements. In
each fiscal year, the charter holder ended the year with positive net assets. However, in fiscal
years 2008 and 2009, expenses exceeded revenues by $291,028 and $445,053, respectively. The
charter holder acknowledged this in its application and stated that the net losses resulted from
increase in depreciation and bond interest payments. Additionally, the charter holder states in its
application that cash flow from operations has consistently exceeded $250,000.> The Budget
Plan submitted as part of the renewal application indicates that the charter holder’s ending net
assets will increase between fiscal years 2010 and 2012. The Budget Plan anticipates increases in
ADM from 762.05 in fiscal year 2010 to 780.46 in fiscal year 2012. Based on information
obtained from the Arizona Department of Education’s website, Espiritu Community
Development’s current fiscal year 2010 ADM is 795.171. It is not clear from the information
provided whether the Budget Plan includes known cuts to State funding in fiscal year 2011.°

Strength and Stability of the Governing Body

Strength and Stability of the Corporate Board
The Charter Holder is the same as the Governing Body and, according to the application package, is
responsible for ensuring that the academic curriculum, instructional objectives and its evaluation are
being adhered to by the administrative staff and personnel.

Espiritu Governing Board members:
Armando Ruiz — President and Director
Adrian Ruiz — Treasurer and Director
Jorge Ignacio Sandoval — Secretary and Director
Frances Castillo — Director
Margaret April — Director
Monica lvana Rivera — Director

2 For more information, including a comparative schedule of functional expense, please see the application’s
“Sustainability” narrative.

® In reviewing the month-by-month projection for fiscal year 2011, please note that under the State’s new payment
schedule, charter holders will not receive a July 2010 state equalization assistance payment, but will receive two
payments in June 2011. The month-by-month projection submitted by Espiritu Community Development accurately
reflects no July 2010 payment. However, instead of reflecting two payments in June 2011, the projection divides
state equalization assistance into 11 equal payments.
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Information in the application package also includes background information on each director
and areas of expertise, recruitment, selection and training of board members, and governance
structure and organization of the school’s governing body. Information is included regarding the
role of each of the board’s committees in the work of the organization.

Succession Plan

Charter Holder: The applicant provides a succession plan for the governing board and corporate
officers for the purpose of appointing and retaining directors that support the mission of the
organization. The application package outlines conditions for replacement and the process for
filling vacancies. The Board maintains a year round nominating committee in the event a
vacancy would occur at any time. Officers of the corporation are appointed by the governing
board, which also has the right to remove officers at any time. If an officer resigns, the
governing board appoints a new officer.

Instructional Leadership: Espiritu has established procedures for identifying, developing and
promoting potential academic leaders from within the organization. Once members become
principals, they attend monthly administrative meetings where they participate in integrated
professional development activities intended to complement the other information that they are
receiving.

Succession considerations that are being implemented for instructional leadership include
alignment with philosophy of the organization, identification of those with leadership potential,
development through needs assessment and leadership development data tracking system,
promotion, movement to qualified positions, and retention.

Facilities Plan

Espiritu presently occupies fifteen acres located near Central Avenue and Broadway in the South
Phoenix area. Twelve acres are developed with school buildings, administrative offices,
kitchen/cafeteria facilities, parking lots and athletic fields.

This school district currently has 825 students enrolled. All schools within the district are located
on the 15 acre site. The total maximum capacity of the site is approximately 1,000 students.
According to the applicant, these facilities meet the present needs of the school district
adequately.

The application package states that the plans for future facility expansions or purpose-built
buildings will depend on a dramatic increase in student population and an enhancement of the
programmatic activities.

VII. Staff Recommendation

Based upon the information in the application, academic performance over the charter term,

fiscal compliance, and legal and contractual compliance, | move to approve the renewal
application and grant a renewal contract for Espiritu Community Development Corporation.
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