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MONTESSORI CHARTER SCHOOL
OF FLAGSTAFF, INC.
an Arizona Subchapter S Corporation

Strength and Stability of the Charter Holder/Corporate Board

Part 1: List of Corporate Officers and Directors

Montessori Charter School of Flagstaff, Inc. is a closely held Arizona subchapter S
corporation, Arizona Corporation Commission File Number -0743980-7. Its President
and Treasurer is James Evan Spencer. Its Vice President and Secretary is Marlane
Kristen Spencer. The statutory agent of the corporation is James E. Spencer. The only
corporate directors are James E. Spencer and Marlane K. Spencer. The qualifications of
the shareholders/officers/directors of the corporation are addressed in the section
covering the governing body. Resumes of both are included in the original charter.

Part 2: Role and Responsibilities of the Charter Holder

Were it not for the Open Meeting Laws, the charter holder/corporate board would also be
the school’s governing body. All of the directors and officers of the charter holder (a total
of 2) are members of the governing body. Because of the provisions of the Open Meeting
Laws, the School Governing Board is composed of 5 directors: the 2 corporate directors
(the corporate board), the corporation’s 2 CPA’s, and a former Elementary School
Director. Because all of the stock of the charter holder (MCSF, Inc.) is owned by two
individuals who are also members of the Governing Board, the role of the charter holder
is essentially the same as that of the Governing Board.

Part 3: Role of Charter Holder in Monitoring Academic Performance

Because of the relationship between the Charter Holder and the Governing Board, the
Charter Holder monitors the academic performance of the school as part of the
Governing Board and in the same fashion. The two stockholders of the Charter Holder
actively participate in the day-to-day operations of the school.






MONTESSORI CHARTER SCHOOL
OF FLAGSTAFF, INC.
an Arizona Subchapter S Corporation

Facilities Plan

MCSF leases four buildings in Flagstaff. MCSF has no plans to purchase any property.
The school facilities are comparable to those of other schools in Flagstaff and were
generally built as schools or day care centers. They presently meet the needs of MCSF in
every respect.

Building 1 is located at 575 W. University Avenue in west Flagstaff. It is home to
roughly % of MCSF’s kindergarten. The building was built as a Montessori Preschool
and has just over 3300 square feet. MCSF located its kindergarten in two places to give
the parents of very young children the option of locating their child closer to home or
work. The building has two classrooms, an art/multi-purpose room, a sunroom and an
office. The site has a playground suitably sized for its student body and a parking lot.
MCSF has leased the building and grounds since the school opened and has a right of
first refusal on a year-by-year lease on the building and grounds. The owner is willing to
reduce the lease cost if MCSF is willing to enter into a long term lease. In the event the
charter is renewed, MCSF plans to negotiate a long term lease. The owner has no plans
to expand the facility.

Building 2 is located at 2025 N. East Street in east Flagstaff. It is home to the other % of
MCSF’s kindergarten. The building was built as a church building, and later converted to
a day care center. It has roughly 4500 square feet. The building has two large
classrooms, a small classroom and an office. The site has a suitably sized playground and
a small parking lot. MCSF has leased the building since the school opened and has the
right of first refusal on an ongoing year-by-year lease on the building and grounds. The
owner, who also owns Building 1, is also willing to reduce the lease cost if MCSF is
willing to enter into a long term lease. In the event the charter is renewed, MCSF plans
to negotiate a long term lease. The owner has no plans to expand the facility.

Building 3 is located at 850 N. Locust Street in central Flagstaff. It is home to the MCSF
elementary school and is the HQ of MCSF. The building was built by investors in 1999
with the intent that MCSF would lease the site. It has 6 large classrooms, each with an
attached breakout room, two kitchen/multi-purpose rooms, an admin area with five small
offices and a counter area. It has roughly 12,500 square feet. It is located on a 2.7 acre
lot and has a very large playground and a good sized parking lot. MCSF has leased the
building and grounds since 1999. MCSF has a right of first refusal year-to-year lease on
the building and grounds. The owners are also willing to reduce the lease cost if MCSF is





willing to enter into a long term lease. In the event the charter is renewed, MCSF plans
to negotiate a long term lease. The owner has no plans to expand the facility.

Building 4 is located at 2212 E. Cedar Avenue in east-central Flagstaff. It is home to the
MCSF middle school. The building was built as a Mary Moppett’s Day Care Center. It
has 3 moderately sized classrooms, a Kitchen, and an office. It has roughly 2700 square
feet. It has a moderately sized playground, a side play area that the students have
converted to a Holocaust Memorial Garden, and a parking lot. MCSF has leased the
building and grounds since the school opened. MCSF has a right of first refusal year-to-
year lease on the building and grounds. The owners are also willing to reduce the lease
cost if MCSF is willing to enter into a long term lease. In the event the charter is
renewed, MCSF plans to negotiate a long term lease. The owner has no plans to expand
the facility.






MONTESSORI CHARTER SCHOOL
OF FLAGSTAFF, INC.
an Arizona Subchapter S Corporation

Strength and Stability of the Governing Body

Part 1: Current List of Governing Board Members

James Spencer, BS Engineering (USNA), MS Management (USC), MBA
(Harvard); broad business experience; father of an MCSF graduate — (Resume
available in original charter); Original board member

Marlane Spencer, BA (U of West FL), BA (UCI), Early Childhood Specialist
(UCI), Montessori Certificate; extensive teaching experience; mother of an MCSF
— (Resume available in original charter); Original board member

Christa Stevens — Extensive small business ownership experience; former
director of MCSF Elementary Program; mother of two MCSF graduates; board
member since October 27, 2002.

Anne Dickman, BSBA (ASU); co-owner of CPA firm; MCSF CPA; mother of
two MCSF graduates; board member since October 27, 2002.

David Dickman, BSBA (ASU); co-owner of CPA firm: MCSF CPA, father of
two MCSF graduates; board member since October 27, 2002.

Part 2: Governing Body Recruitment/Selection & Development

James and Marlane Spencer are the original board members of the school. The other three
governing board members have been in place for at least 7 years, and were involved with
the school in other roles for several years prior to becoming board members. All board
members were recruited from the population of parents of students at the school and
selected based, first, on the skills that were needed to establish a strong board and,
second, on the prospective board members’ familiarity with the school, its mission, and
its operations. All board members are variously involved in the operation of the school.
Their development as board members depends on the expertise they bring to their
respective posts. All board members were oriented and received on-the-job training prior
to and after becoming board members.

For example, on the basis of his extensive business experience in a variety of roles, James
Spencer functions as Business Manager. As an experienced teacher at every level of
education from preschool to adult education, in traditional and Montessori settings,





Marlane Spencer acts as Chief Administrator. Both Anne and David Dickman are
thoroughly familiar with the financial condition and the financial operations of the school
by virtue of their position as owners of the CPA firm the school has engaged, and are
very familiar with school operations since their sons were both students at the school for
a decade or more. Christa Stephens understands the operations of the school since she
administered major portions of the school for nearly a decade, and participated as a
parent at every grade level for even longer.

Because several very well qualified parents either teach at the school, act as school
administrators or volunteer in the classrooms of the school (and sit in on staff meetings
from time to time), the school has a substantial pool from which to recruit and select
future board members in the event any of the current members wish to step down. Since
all current board members have a long history with the school, own and operate
businesses in Flagstaff, and have expressed a desire to remain on the board, openings are
not anticipated for the foreseeable future.

Part 3: Governance Structure and School Organization

Please refer to the Organization Chart provided in this application and the narrative
provided with it.

Because of the provisions of the Open Meeting Laws, the School Governing Board is
composed of 5 directors: the 2 corporate directors, the corporation’s 2 CPA’s, and a
former Elementary School Director. All meetings of the governing board are held and
any decisions made by the governing board are made in a meeting open to the public.
Notice of all meetings of the governing board are posted in a easily accessible location on
file with the office of the Arizona Secretary of State, that being the location of the MCSF
Middle School at 2212 E. Cedar Avenue in Flagstaff.

The board approves all policy decisions and any exceptions to normal operations
recommended by the Chief Administrator. The board bears the responsibility for
officially communicating with the State Board for Charter Schools and the AZ
Department of Education. On January 19, 1996, in an open meeting of the board, the
governing board granted broad operating and financial authority to the Chief
Administrator and Business Manager, respectively. The board agreed to function
thereafter in an advisory capacity, while still retaining its oversight responsibility.

The Chief Administrator acts as head of school operations. She is responsible to the
board for the day-to-day operations of the school and all decisions required to insure its
efficient operation and success as an educational institution. The Business Manager acts
as financial head of the school. He is responsible to the Chief Administrator for all
external reporting, and the ongoing financial viability of the school. He bears
responsibility for all of the financial activities of the school. The Business Manager may
act in the absence of the Chief Administrator if a decision on an operating issue is
required. Both individuals are accountable to the board for their actions and are required
to give account to the board whenever requested.





School Directors act as principals of their respective buildings/sites. MCSF is located in
four buildings located in west, central and east Flagstaff. Each School Director operates
under the authority of the Chief Administrator to insure the smooth operation of their
respective programs. Communication among the Chief Administrator, the Business
Manager, and the four School Directors is constant; this includes daily e-mails and phone
conversations and usually daily visits by either or both of the Chief Administrator or the
Business Manager to each school site.

Part 4: Monitoring School’s Academic Performance

The Governing Board is ultimately responsible for overseeing every aspect of school
operations and performance. As such, the board monitors the academic performance of
the school by reviewing published test scores. Board members may visit any of the
classrooms of the school at any time, unannounced. Members remain abreast of school
operations through the chief administrator and the business manager (board members)
who actively participate in the school’s day-to-day operations. Through the Chief
Administrator (a board member), the board conducts a review of each child’s
performance, each classroom’s performance and each grade level’s performance on every
standardized test to insure that every potential academic problem is addressed at its
source. Members of the board also have direct access to every member of the school’s
administration and instructional staff.






MONTESSORI CHARTER SCHOOL
OF FLAGSTAFF, INC.
an Arizona Subchapter S Corporation

Organization Chart

MCSF, Inc. Stockholders
|
I
Corporate Board (2 Directors)
I
|
School Governing Board (5 Directors)
|
I
Chief Administrator

-------- Business Manager (office at 1000 E. Appalachian Road, 86004)

------- Site 1 — Westside Kindergarten (managed by a School Director)
575 W. University Avenue, 86001

-------- Site 2 — Eastside Kindergarten (managed by a School Director)
2025 N. East Street, 86004

-------- Site 3 - HQ & Elementary School Grades 1 — 6 (managed by a School Director)
850 N. Locust Street, 86001

-------- Site 4 — Middle School Grades 7 — 8 (managed by a School Director)
2212 E. Cedar Avenue, 86004.





NARRATIVE

MCSF Stockholders: As a for-profit entity, the Montessori Charter School of Flagstaff,
Inc. (an Arizona subchapter S corporation) is owned by stockholders (details are provided
in Amendment 3 to the Original Charter — Approved 12/11/1995). .

Corporate Board: For all the layers displayed above, the organization of MCSF is actually
very flat because the same persons play a key role at each of the various layers. The
Corporate Board is composed of two directors who are the sole stockholders of the
corporation and serve as officers established in its bylaws Article V Section 1: President
& Treasurer and Vice President & Secretary. These two are members of the governing
board and are the Chief Administrator and Business Manager of the school.

School Governing Board: Because of the provisions of the Open Meeting Laws, the
School Governing Board is composed of 5 directors: the 2 corporate directors, the
corporation’s 2 CPA’s, and a former Elementary School Director. All Governing Board
members are also parents of children who have attended and graduated from the school.
On January 19, 1996, in an open meeting of the board, the governing board granted broad
operating and financial authority to the Chief Administrator and Business Manager,
respectively. The board agreed to function thereafter in an advisory capacity, while still
retaining its oversight responsibility.

Chief Administrator: The Chief Administrator acts as head of school operations. She is
responsible to the board for the day-to-day operations of the school and all decisions
required to insure its efficient operation and success as an educational institution. The
Business Manager acts as financial head of the school. He is responsible to the Chief
Administrator for all external reporting, and the ongoing financial viability of the school.
He bears responsibility for all of the financial activities of the school. The Business
Manager may act in the absence of the Chief Administrator if a decision on an operating
issue is required. Both individuals are accountable to the board for their actions and are
required to give account to the board whenever requested.

The “Sites” of the School: School Directors act as principals of their respective school
buildings/sites. MCSF is located in four buildings located in west, central and east
Flagstaff. Each school director operates under the authority of the Chief Administrator to
insure the smooth operation of their respective programs. Communication among the
Chief Administrator, the Business Manager, and the four School Directors is constant;
this includes daily visits (usually) by either or both of the Chief Administrator and the
Business Manager to each school site and more than daily e-mails and phone
conversations.

Although the school directors maintain daily contact with their staff and the parents of
children enrolled at their site, every staff member and the parents of each enrolled child
have direct access to the highest level of the school (and the corporation).






MONTESSORI CHARTER SCHOOL
OF FLAGSTAFF, INC.
an Arizona Subchapter S Corporation

Succession Plan

A. Corporate Board of Directors and Officers

The succession plan for the charter holder is included in the by-laws of the corporation.
Article 111 Section 4 covers the directors. Article V Section 5 covers the officers. In both
cases the ultimate authority for replacing either directors or officers rests with the
shareholders of the corporation. At present, the shareholders of the corporation are both
the directors and the officers. As a for-profit closely held corporation, in the case of the
death of both shareholders, their estate plan transfers ownership of the corporation to
their heirs, both of whom are college educated adults (Business Administration and
Economics majors) who are familiar with the remaining Governing Board members of
the school and all of the school’s administrators. The heirs have been given instructions
in the unlikely event of the death of both shareholders/ directors/officers to rely on the
expertise of the Governing Board members and the advice of the senior administrators to
insure the continued viability of the school.

B. Instructional Leadership Team of the School

Career Course - MCSF does not fit the traditional model of a school with a well
developed career ladder for its staff members. First, it is relatively small with limited
positions. Second, the staff is composed of specialists, most of whom have no desire to
move into another position requiring different skills. Third, a superior Montessori
certified teacher, for example, may not possess the skill set to serve as an administrator,
and vice versa (in our experience this has been the case). Fourth, members of the staff of
MCSF are treated as individuals rather than as positions on a ladder. Their personal
career aspirations are treated individually, outside the box, and to the extent possible in a
small school environment. Our approach works very well and has for many years.

As a Montessori School, MCSF hires college graduates as teachers who are also certified
to teach the Montessori curriculum at the kindergarten level, the 1st through 3rd grade
level or the 4™ through 6" grade level. MCSF recruits teachers through the American
Montessori Society, and develops its own “home grown” staff internally from among the
classroom assistants and parents who, by working in the classrooms, show both the
interest and ability to become Montessori certified teachers. We also hire a limited
number of teachers who are in certification training. Some teachers are certified at
multiple levels, but very few in our system. Because one of the goals of our middle
school is to prepare the students for success in a variety of high schools, both local





(FUSD, Northland Preparatory Academy, and Flagstaff Arts and Leadership Academy)
and east coast preparatory (Phillips Exeter Academy recruits our students), our middle
school teachers are hired for their expertise in specific subjects, their creativity and their
ability to work as members of a team.

The skills required to fill our positions are specific and do not easily lend themselves to
being applied to multiple positions. For example (and as mentioned above), a superior
teacher is not often also a superior administrator and a superior administrator is not often
a great teacher also. For this reason staff members who are administrators are generally
not Montessori certified and are hired for their ability to manage rather than teach.

A teacher certified at the kindergarten level must earn another certificate to move to the
1% grade — 3" grade level. For that reason our teachers are compensated on the basis of
their skill and experience at the level of their certification. A teacher certified to teach 1
through 3™ grades, for example may be compensated at a higher level than those certified
to teach 4™ through 6" grades, and at a higher level than an administrator also.

Since there are at least 2 full time teachers in every classroom, the more experienced
Montessori certified teacher mentors the less experienced and functions as the Lead
Teacher. A Montessori certified teacher with several years of experience and a superior
record in the classroom generally functions as a Supervisory Lead Teacher, guiding the
progress of more inexperienced teachers in three classrooms of, for example, 1%, 2" and
3" graders. There is no automatic milestone at which a teacher gains the title of Lead
Teacher or Supervisory Lead Teacher. The titles identify staff members filling a need
and performing a function, and are rarely, if ever, used.

MCSF employs 35 persons:

POSITION FTE
Chief Administrator

Business Manager

Site Administrator

Administrative Assistant

Special Education Director/Teacher
Art Teacher

Spanish Teacher

Music Teacher

Supervising Lead Teacher

Lead Kindergarten Teacher

Afternoon Kindergarten Teacher

Lead Elementary Teacher

Elementary Teacher

Part-Time Elementary Teacher

Middle School Social Studies/Math/PE
Middle School Literature/Science
Middle School Language Arts/Admin

m

(One also teaches Language Arts)
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Incentive Programs — Competition is not encouraged in most Montessori schools, and not
at MCSF, among its students or its staff. Instead the methodology, and MCSF
specifically, encourages cooperation, mentoring, teamwork, sharing, and mutually
beneficial behavior. That being said, teachers are rewarded for specific performance that
is delineated in every annual contract. Among the items for which extra compensation is
awarded are: teaching a larger than average class of students (usually over 30), taking on
additional curricular tasks (such as building an archaeological dig on the playground),
assuming responsibility for a major portion of the fall carnival, etc. We have not found
that flex time or extra days off are practical ways to compensate teachers for extra or
superior performance. For that reason, MCSF generally awards financial bonuses.
MCSF’s method for determining bonuses is a part of each employment contract and has
been reviewed and approved by our auditors.

Ongoing Professional Development — Budget constraints limit what the school is able to
do. Still MCSF encourages professional development and schedules in house classes
whenever possible (usually about twice annually). The school also sends teachers to
classes from time to time and asks them to return and present classes to the remainder of
the staff on what they have learned. Using teachers to teach other teachers has proven
beneficial and is in keeping with the Montessori Methodology. MCSF encourages
Montessori certified teachers to earn additional certificates and when possible and if
necessary provides no interest loans to enable such training. From time to time, when the
conference is located near enough to make the travel cost manageable, MCSF sends the
entire staff to AMS training conferences.

High Standards & Appropriate Resources for Hiring Qualified Personnel- MCSF
naturally seeks the best qualified staff members. MCSF seeks generally only those
college graduates who are also certified as Montessori teachers. We usually seek
applicants through the American Montessori Society, require three references with whom
we generally speak at length, require a visit to the school and a day of interviewing with
experienced teachers and administrators. MCSF has also had a good deal of success
developing candidates for staff positions from among college educated parent volunteers
and Arizona certified teachers who wish to become Montessori certified teachers after
working in the classrooms of the school. Hiring individuals from among those we have
observed in the classroom has provided us with some of our best teachers over the years.
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Interval Report Details Hide Section

Report Date: 06/08/2010 Report Type: Renewal

Charter Contract Information Hide Section
Charter Corporate Name: Montessori Charter School of Flagstaff, Inc.
Charter CTDS: 03-87-05-000 Charter Entity ID: 4205
Charter Status: Open Contract Effective Date: 08/21/1995
Authorizer: ASBCS Contractual Days:
Number of Schools: 1 e Montessori Charter School of Flagstaff - Switzer: 180
Charter Grade Configuration: K-8 Contract Expiration Date: —
FY Charter Opened: 1996 Charter Signed: 05/08/1995
Charter Granted: 01/09/1995 Corp. Commission Status Charter Holder is in Good Standing
Corp. Commission File # 0743980-7 Corp. Type For Profit
Corp. Commission Status Date 05/28/2010 Charter Enrollment Cap 300

Charter Contact Information

Mailing Address: 1000 East Appalachian Road Website: —
Flagstaff, AZ 86004
Phone: 928-226-1212 Fax: 928-774-0337
Mission Statement: Montessori Charter School of Flagstaff, founded on educational principles developed by Dr. Maria Montessori, employs the

"Montessori Method" in providing a solid educational foundation to young children from 5 to 14. The school programs are
individually structured to provide as profitable a learning experience as possible to each student.

Charter Representatives: Name: Email: FCC Expiration Date:
1.) Mr. James Spencer jspencer@uneedspeed.net —
2.) Mrs. Marlane Spencer marlane@uneedspeed.net —

Academic Performance - Montessori Charter School of Flagstaff - Switzer Hide Section
School Name: Montessori Charter School of Flagstaff -  School CTDS: 03-87-05-104
Switzer
School Entity ID: 4849 Charter Entity ID: 4205
School Status: Open School Open Date: 07/01/1997
Physical Address: 850 North Locust Street Website: —

Flagstaff, AZ 86001
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Phone: 928-226-1212 Fax: 928-774-0337
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FY AZ LEARNS Profile Met AYP
ELEM 358
2009 Excelling — Yes
2008 Excelling — Yes
2007 — Excelling Yes
2006 — Excelling Yes
2005 — Excelling Yes

Charter/Legal Compliance Hide Section

Charter Corporate Name: Montessori Charter School of Flagstaff, Inc.
Charter CTDS: 03-87-05-000 Charter Entity ID: 4205
Charter Status: Open Contract Effective Date: 08/21/1995
 Timelysubmissionof AFR s Timely Submission of Budget e ain

Year Timely Year Timely

2009 Yes 2010 Yes

2008 Yes 2009 Yes

2007 Yes 2008 Yes

2006 No 2007 Yes

2005 Yes 2006 Yes

Amendment Information Hide Section
Charter Corporate Name: Montessori Charter School of Flagstaff, Inc.
Charter CTDS: 03-87-05-000 Charter Entity ID: 4205
Charter Status: Open Contract Effective Date: 08/21/1995

Amendment Type Received Date Approval Date

Instructional Days Amendment Request 05/14/2009 06/09/2009

Audit and Fiscal Compliance Hide Section

Charter Corporate Name: Montessori Charter School of Flagstaff, Inc.
Charter CTDS: 03-87-05-000 Charter Entity ID: 4205
Charter Status: Open Contract Effective Date: 08/21/1995

Year Timely

2009 Yes

2008 Yes

2007 Yes
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FY Issue #1
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2005

Repeat Issues Identified through Audits Hide Section

There were no repeat findings for fiscal years 2005 to 2009.
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Montessori Charter School of Flagstaff, Inc.
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:

Written application for renewal
Student performance data
Independent financial audits

Five year interval summary reviews
Site visit reports

Monitoring reports

1. School Profile

Montessori Charter School of Flagstaff, Inc. was granted a charter by the ASBCS, effective on
the first day of the operation of the school which was August 21, 1995. Montessori Charter
School of Flagstaff, Inc. is a for-profit in good standing with the Arizona Corporation
Commission. The charter representatives are James Spencer and Marlene Spencer. The school,
Switzer, serves K-8, is located in Flagstaff, and has a FY10 ADM of 261.038.

Mission Statement:

Montessori Charter School of Flagstaff, founded on educational principles developed by Dr.
Maria Montessori, employs the "Montessori Method" in providing a solid educational foundation
to young children from 5 to 14. The school programs are individually structured to provide as
profitable a learning experience as possible to each student.





I11. Academic Performance

Fiscal Year AZ LEARNS Adequate
Yearly
Progress
(AYP)
2009 Excelling Yes
2008 Excelling Yes
2007 Excelling Yes
Status 2009 2008 2007
Scores
Reading 97 95 97
Math 93 95 89
% of students school-wide who passed AIMS.
Student 2009 2008 2007
Growth
Percentile
(SGP)
Reading 57 51 56
Math 49 45 59

% of students demonstrating typical growth compared to similar students.

IV. Fiscal Compliance

The charter holder has timely submitted the annual audit for the past five years. For the same five
fiscal years, only the fiscal year 2006 audit identified an issue requiring a corrective action plan.
No repeat issues were identified.

Montessori Charter School of Flagstaff, Inc. has received exceptions from the Uniform System
of Financial Records for Charter Schools and State procurement regulations.

V. Legal and Contractual Compliance

Except for fiscal year 2006, the charter holder has timely submitted the Annual Financial Report
for the past five years. The charter holder has timely submitted the Budget for the past five years.
All Declarations were submitted to the Arizona Department of Education (ADE) in a timely
manner. The Highly-Qualified Teacher report is not required of for-profit charter schools. In
2008, compliance with the Individuals with Disabilities Education Act (IDEA) was determined
by ADE Exceptional Student Services. A Corrective Action Plan met minimum compliance for





ADE Exceptional Student Services in March, 2005. A Five-Year Interval Review by ASBCS
took place in 2006.

V1. Renewal Application
A Education Plan

Academic performance of the schools operated by the Charter Holder met the Board’s level of
adequate academic performance, including status and growth measures, for each of the previous
three years. Therefore, the Charter Holder was not required to submit any portion of the
academic section of the renewal application.

B. Detailed Business Plan

Organization
Montessori Charter School of Flagstaff’s corporate board is composed of two directors who are

the sole stockholders and are also members of the governing board and serve as the school’s
chief administrator and business manager. In 1996, the governing board granted broad operating
and financial authority to the chief administrator and business manager, respectively. The
governing board agreed to function thereafter in an advisory capacity while still retaining its
oversight responsibility. School directors act as principals and operate under the authority of the
chief administrator to ensure the smooth operation of their respective programs. Although the
school directors maintain daily contact with their staff and parents, every staff member and the
parents of each enrolled child have direct access to the highest level of the school and
corporation.

Sustainability

Fiscal Viability
Upon receiving its charter, Montessori Charter School of Flagstaff, Inc. engaged a CPA firm to
ensure, among other things, that all of the school’s accounting procedures were conducted
according to GAAP. The business manager and majority stockholder manages the school’s
finances. No expenditures are made by anyone but the business manager, and no funds are
managed by any other individual. Although the various levels of the school (kindergarten,
elementary and middle school) are located in different parts of town, these “sites” remain under
the fiscal control of the business manager.

Another measure of fiscal viability is the number of students exceeding capacity who wish
to enroll in the school. The charter holder indicates in the application that there is a
“substantial waiting list” for the school.

For fiscal year 2008 and fiscal year 2009, the independent certified public accountant issued an
unqualified (or “clean”) opinion on Montessori Charter School of Flagstaff’s financial
statements. In each fiscal year, the charter holder ended the year with positive retained earnings.





However, for fiscal year 2009, expenditures exceeded revenues by nearly $102,000. The Budget
Plan submitted as part of the renewal application includes the prior fiscal year’s budget balance
as “Other State Funds/Grants” revenue also. The charter holder indicated that this was done due
to a decision to transfer the budget for the full-day kindergarten program from the non-charter
preschool to the charter school since the charter school was receiving the funding. Adjusting for
this line item, the Budget Plan indicates that Montessori Charter School of Flagstaff’s ending
retained earnings are expected to decrease in fiscal year 2010 and increase in fiscal years 2011
and 2012. According to the assumptions provided, due to actual and potential funding cuts, the
charter holder has temporarily increased its ADM. The charter holder hopes that eventually the
school can return to what it feels is a more manageable classroom size.

Strength and Stability of the Governing Body
Montessori Charter School of Flagstaff Governing Board members:
James Spencer
Marlane Spencer
Christa Stevens
Anne Dickman
David Dickman

James and Marlane Spencer are the school’s original board members. The other three members
have been on the board for more than seven years. All board members were recruited from the
population of parents at the school and selected based on the skills that were needed to establish
a strong board and on the prospective board member’s familiarity with the school, its mission
and its operations. Since several well-qualified parents either teach at the school, act as school
administrators or volunteer in the classrooms, the school has a substantial pool from which to
recruit and select future board members. Openings on the board are not anticipated in the
foreseeable future.

The governing board monitors the school’s academic performance by reviewing published test
scores. Board members may visit any classroom at any time unannounced and have direct access
to the school’s administration and instructional staff. Members remain abreast of school
operations through the chief administrator and business manager, who are both board members.
Through the chief administrator, the application states, the board conducts a review of each
child’s performance, each classroom’s performance and each grade level’s performance on every
standardized test to ensure that every potential academic problem is addressed.

Strength and Stability of the Corporate Board
The corporate board includes two members — James Spencer, who is the president and treasurer,
and Marlane Spencer, who is the vice president and secretary. The application states that, if it
weren’t for the Open Meeting Law, the corporate board would also be the school’s governing
body. Since all of the corporation’s stock is owned by two individuals who are also members of
the governing board, the role of the corporate board is essentially the same as that of the
governing board.





Because of the relationship between the corporate board and the governing board, the corporate
board monitors the academic performance of the school as part of the governing board and in the
same manner.

Succession Plan

Charter Holder: According to the bylaws, the authority for replacing either directors or officers
rests with the corporation’s shareholders. As a for-profit closely held corporation, in the case of
the untimely death of both shareholders, their estate plan transfers ownership of the corporation
to their heirs, both of whom are college educated adults who are familiar with the remaining
governing board members of the school and all of the school’s administrators. The heirs have
been given instructions, in the unlikely event of the death of both shareholders/directors/officers,
to rely on the expertise of the governing board members and the advice of the senior
administrators to ensure the continued viability of the school.

Instructional Leadership: Montessori Charter School of Flagstaff does not fit the traditional
model of a school with a well developed career ladder for its staff members. The application lists
several reasons for this, including that the skills required to fill the school’s positions are specific
and do not easily lend themselves to being applied to multiple positions. For example, a superior
Montessori teacher is not often also a superior administrator and a superior administrator is not
often a great teacher also. For this reason, staff members who are administrators are generally
not Montessori certified and are hired for their ability to manage rather than teach. Since there
are at least two full-time teachers in every classroom, the more experienced Montessori certified
teacher mentors the less experienced and functions as the lead teacher.

Facilities Plan

Montessori Charter School of Flagstaff leases four buildings in Flagstaff and has no plans to
purchase any property. The owners of all four buildings are willing to reduce the least costs if the
school is willing to enter into a long-term lease. The application includes more details regarding
the facilities.

VI1. 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 Montessori Charter School of Flagstaff, Inc.






MONTESSORI CHARTER SCHOOL
OF FLAGSTAFF, INC.
an Arizona Subchapter S Corporation

Sustainability - Organization’s Fiscal Viability

Part 1: The budget template is included in this submission. MCSF has never operated at a
loss and has never borrowed funds. Our auditors have never found reason to raise any
questions about the fiscal viability of MCSF.

In this period of economic downturn, even the outcome of this fiscal year is fairly
uncertain. Actual numbers are used where available. The assumptions used to forecast
future years are below. They are based on information already known.

Per child funding will remain unchanged
Program funding will remain unchanged
If not, funding absence will be offset by reduced staff/supplies
A slight economic upturn (now occurring) will continue
Sales tax income and Classroom Site Fund will increase slightly
Cost of annual maintenance will gradually decrease
All buildings will have been painted FY 2008-2011
All carpeting will have been replaced FY 2007-2010
Cost of trade name (Instructional-Other) will end after FY 2010
Re-chartering will enable long-term lower cost building leases
Landlord plans FY 2011 ceiling insulation in HQ building and new
dual pane windows in another building which will cut heating
cost substantially - Estimated utility savings of $8 — 10K per
winter

Part 2: Operating as a single school, MCSF is carefully managed in such a way that
expenses never exceed revenue. All funds are managed by the business manager who
maintains all check stock, signs all checks, and works with a CPA firm to insure both
short term and long term fiscal viability of the school. In no year since inception have
auditors found reason to question the financial stability of the school.

Accounting procedures — The school was exempted from USFRCS by Amendment 10
and from the School District Procurement Rules by Amendment 11, both on January 12,
1998. The school engaged the services of a CPA firm upon receiving its charter to insure
(1) that all of its accounting procedures were professionally conducted according to
Generally Accepted Accounting Principles (GAAP); (2) that all financial reporting
requirements were adhered to; and (3) that all crosswalks between USFRCS and GAAP
were installed to insure the proper format of all reports.






Process of Fiscal Decision Making — MCSF is a for-profit entity operated as an Arizona
subchapter S corporation. The business manager, and majority stockholder, of the school
is tasked with managing the finances of the school. He is overseen and assisted by the
CPA firm engaged by the school. The external auditors have never found reason to
question the school’s fiscal decision making process.

Site-level personnel with fiscal responsibility — MCSF is a single school financially
managed from a central location by one financial (business) manager. No expenditures
are made by anyone but the business manager and no funds are managed by any other
individual. Although the various levels of the school (kindergarten, elementary, and
middle school) are located in different parts of town and are referred to as sites, these
“sites” remain under the fiscal control of the school business manager.

Fiscal viability related to fundraising — MCSF engages in very little fundraising and
does not rely on fundraising to maintain fiscal viability. From time to time parents of
children in the school conduct percentage-of-sales fundraising activities for the school at
their places of business (usually various restaurants). Funds raised by activities like these
are deposited into a non-MCSF business account and are from there used to pay for
specific school or classroom projects/activities. MCSF also participates in the Proposition
301 Tax Credit program and collects funds for extracurricular programs. These funds are
kept in a separate bank account and reported separately.

Philanthropic support from the community - As with fundraising, MCSF does not rely
on philanthropy to maintain fiscal viability. Because of MCSF’s for-profit status,
donations are not tax deductible. For this reason the school does not receive or solicit
charitable contributions from the community of Flagstaff at large.







Budget Plan: MONTESSORI CHARTER SCHOOL OF FLAGSTAFF

Actual Projected Financial Information
FY 2008-09 FY 2009-10 FY 2010-11 FY 2011-12
ADM: 1 247.82 262.00 265.00 265.00
REVENUE
State Equalization Assistance 2 $1,596,681 $1,620,000 $1,638,500 $1,638,500
Classroom Site Fund 3 $94,421 $75,800 $80,000 $85,000
Instructional Improvement Fund 4 $10,460 $10,630 $11,000 $11,000
Federal Funds/Grants 5 $0 $0 $0 $0
Other State Funds/Grants 6 $199,455 $92,560 $8,630 $33,530
Food Service (e.g., NSLP, food sales) 7 $0 $0 $0 $0
Other 8 $24,934 $24,900 $25,000 $25,000
TOTAL REVENUE 9 $1,925,951 $1,823,890 $1,763,130 $1,793,030
EXPENSES
Instructional
Salaries 10 $795,378 $795,000 $795,000 $795,000
Payroll Taxes 11 $310,957 $311,000 $311,000 $311,000
Employee Benefits 12 $73,302 $73,300 $73,300 $73,300
Purchased Services (Consultants) 13 $1,303 $1,300 $1,300 $1,300
Purchased Services (Special Education) 14 $9,053 $10,600 $11,000 $11,000
Technology 15 $0 $0 $0 $0
Textbooks/Curriculum/Library 16 $0 $0 $0 $0
Instructional Supplies 17 $57,916 $50,000 $50,000 $50,000
Professional Development 18 $1,858 $1,000 $0 $0
Travel 19 $0 $0 $0 $0
Other 20 $6,000 $6,000 $0 $0
Total Instructional 21 $1,255,767 $1,248,200 $1,241,600 $1,241,600
Non-Instructional
Salaries 22 $0 $0 $0 $0
Payroll Taxes 23 $0 $0 $0 $0
Employee Benefits 24 $0 $0 $0 $0
Purchased Services 25 $3,700 $3,700 $3,700 $3,700
Rent/Bond Payment 26 $364,860 $364,860 $302,400 $302,400
Repairs and Maintenance 27 $93,110 $93,000 $86,000 $86,000
Property, Casualty, Liability Insurance 28 $21,947 $18,600 $19,000 $19,000
Interest/Property Taxes 29 $0 $0 $0 $0
Internet 30 $0 $0 $0 $0
Utilities 31 $52,894 $50,000 $42,000 $42,000
Telephone 32 $0 $0 $0 $0
Furniture and Other Equipment 33 $0 $0 $0 $0
Note/Loan/Non-Facility Lease Payments 34 $15,049 $15,000 $15,000 $15,000
Audit 35 $8,500 $8,700 $8,700 $8,800
Legal 36 $709 $1,000 $1,000 $1,000
Advertising/Marketing 37 $10,419 $5,600 $5,600 $5,600
Travel 38 $0 $0 $0 $0
Printing and Postage 39 $0 $0 $0 $0
Supplies 40 $0 $0 $0 $0
Food Service 41 $0 $0 $0 $0
Transportation 42 $2,087 $6,000 $4,000 $3,000
Other 3 $4,349 $600 $600 $600
Total Non-Instructional 44 $577,624 $567,060 $488,000 $487,100
TOTAL EXPENSES 45 $1,833,391 $1,815,260 $1,729,600 $1,728,700
Increase (Decrease) in Net Assets 46 $92,560 $8,630 $33,530 $64,330
Net Assets, Beginning of Year 47 $199,455 $92,560 $8,630 $33,530
Net Assets, End of Year 48 $92,560 $8,630 $33,530 $64,330

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.

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.






1.

Budget Narrative

ADM: Demand for space at MCSF has remained constant since the school opened. Consequently we hay

REVENUE

. State Equalization Assistance: This is our primary source of funds. Because we are a for-profit school, w
. Classroom Site Fund: Based on funds received to date, we expect a higher than budgeted level of funding
. Instructional Improvement Fund: MCSF has received roughly the same amount from this fund for the last
. Federal Funds/Grants: We do not receive federal funds.

. Other State Funds/Grants: This is the budget balance carry forward we expect to experience for the next fi
. Food Service: MCSF does not serve food.

. Other: Coconino County schools receive funds from Forest Fees. The amount has been growing year-to-y

. TOTAL REVENUE: The decreasing trend in the immediate future is largely due to the decreasing budget

EXPENSES

Instructional

10

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

. Salaries: All MCSF salaries are budgeted here. That includes the salary of our special education directol
Payroll Taxes: See 10. above.

Employee Benefits: See 10. above.

Purchased Services (Consultants): We do not expect to increase or decrease our occasional use of consul
Purchased Services (Special Ed): We have no reason to expect a change in the number or cost of special
Technology: We do not expend funds on technology apart from that spent on computers and software. 1
Textbooks/Curriculum/Library: Because our classrooms are completely equipped with Montessori matel
Instructional Supplies: This includes funds spent on reference books and replacement materials and equi
Professional Development: Until the funding issues stabilize our professional development will remain ¢
Travel: MCSF staff rarely travel on school business. Student field trip transportation is budgeted with nc
Other: MCSF pays the owner of the registered trade name “Montessori School of Flagstaff” for use of th

Total Instructional: Due to a freeze on most of the expenditures during the period of funding uncertainty

Non- Instructional

22

25

. — 24. Salaries, Payroll Taxes, Employee Benefits: MCSF budgets nothing for non-instructional expense:

. Purchased Services: Cost of work completed by our CPAs.





26.

217.

28.

29.

31.

32.

33.

34.

35.

36.

37.

38.

42.

43.

44,

45.

46.

47.

48.

Rent (No Bond Payment): MCSF has a year-to-year lease on 4 buildings, each with a playground and a |
Repairs & Maintenance: Expenditures include janitorial services for all buildings which amount to just u
Property, Casualty, Liability Insurance: Included here are the costs of all insurance policies — property, c
— 30. Interest/Property Taxes and Internet: MCSF owes no money and pays no interest. Property taxes a
Utilities: Costs included here are internet, website development and maintenance, electricity, gas, water,
Telephone: Included above.

Furniture and Other Equipment: We replace furniture from time to time as it becomes unserviceable, but
Note/Loan/Non-Facility Lease Payments: MCSF does not borrow and therefore has no note or loan pay
Audit: cost of the annual audit increases with increased audit requirements which are expected to contint
Legal: MCSF has no ongoing legal expenses. Occasional calls to our attorney for interpretation of the le
Advertising/Marketing: MCSF’s advertising budget has been decreasing as we become more well-know
— 41. Travel/Printing/Postage/Supplies/Food Service: No staff members are included in the non-instructi
Transportation: Curricular field trips account for most of the transportation costs. These expenses
Other: This includes bank charges in FYQ9 (which in FY10 and the future have been waived), American
Total Non-Instructional: Decreasing expenses are largely due to expected decreases in building lease cos
TOTAL EXPENSES: See 44 above.

Increase in Net Assets/Budget Balance Carry Forward: MCSF has no assets except cash in the bank. MC
Net Assets, Beginning of the Year: MCSF has no assets at the beginning of the year except the Budget

Net Assets, End of Year: MCSF has no assets at the end of the year except the Budget Balance Carry Fo
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rand our business manager. By design, all staff members spend some time in the classroom, generally as
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education evaluations and therapy.
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sarking lot (see facilities plan). The largest of the four was built by investors for the school in return for a
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