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I.Organizational Chart

Mountain School’s Board of Directors oversees the operations by approving budgets and
policies that govern the school. The Executive Director organizes the board agenda items
for the Board to review and approve, if appropriate. The Executive Director also serves
as a liason between the Board and the Teachers and provides interpretation of the policies
and procedures that are required of all employees to follow. The Executive Director
serves as the educational leader of the school, as well, providing the funds, materials and
support for the classrooms teachers. The Executive Director serves on the PAC as a
school representative and guides the parents as they create ways to help the school and
teachers further their programs and projects. The Teachers are in charge of the
classrooms and provide the students an excellent education with the help of the Aides and
the Parent VVolunteers. The Parent Advisory Committee is in charge of the Parent
Volunteers helping parents find ways to help the school meet its academic, fudiciary, and
community goals. The Aides are in charge of helping the teachers make sure the needs of
all students are met. The Administrative Assistant is in charge of attendance and
accounts receivable, along with the myriad of daily chores that arise in the hustle and
bustle of a school environment. The Office Aide assists the Admin Assistant to do
clerical activity.
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Accounting procedures: The following list is a sample list of our internal
control procedures:

» Payroll, employee benefits, depreciation and interest expenses are
allocated by functional activities and coded to function

> Records dealing will allocation of expenses are prepared in a timely
manner

> Fixed Asset listings are maintained in a timely fashion

> Documentation of secondary review of timesheets, payroll reports,
pre-numbered receipts and bank deposits

> Invoices processed through the accounting system

Process used in fiscal decision-making: Data drives the decision-making
when performing fiscal planning. Data, such as, ADM, what needs were met
in the previous year, what carry-over is there, and what state budget will be
approved, all help us decide how to set our annual budget. The process begins
in January when the director meets with a financial consultant, a retired
superintendent of schools. Numbers are crunched until the state approves
their budget. Teachers discuss during this time, what needs the students are
demonstrating that may affect curriculum decisions. High-ticket items, such
as vehicles, copy machines, technology equipment are assessed for the ability
to make it yet another year or if replacement is inevitable. After the state
approves the budget the consultant and the director agree on two scenarios for
the school board to review and get clarification on. From there the budget is
proposed and then ten days later approved.

The director is the only personnel on site that has fiscal authority. The
business manager does the student management system and oversees the
accounts payable/receivable. We hire a payroll company to perform duties
relating to payroll and taxes. An auditor reviews all once per year.
Fund-raising is an on-going effort at Mountain School. The most prominent is
the Run for the Mountain, a foot race that is part of the Flagstaff Summer
Running Series. This particular fund-raiser nets the school nearly $10,000.00,
which lately has been put into savings in case of an emergency. Normally, it
would be used to purchase something the school needs to improve the facility.
The community involvement is what makes this particular fund-raiser a
favorite as we see the support the community gives our school.
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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Mountain School, Inc.
Flagstaff, Arizona

I have audited the accompanying statement of financial position of Mountain School, Inc. as of June 30, 2009, and
the related statements of activities and cash flows for the year then ended. These financial statements are the
responsibility of the School’s management. My responsibility is to express an opinion on these financial statements
based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. I believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Mountain School, Inc. as of June 30, 2009, and the changes in its net assets and cash flows for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with United States Government Auditing Standards, I have also issued a report dated August 27, 2009,
on my consideration of Mountain School, Inc.’s internal control over financial reporting and my tests of its compliance
with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that report
is to describe the scope of my testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with United States Government Auditing Standards and should

be considered in assessing ghe results of my audit.
: 7/4.1501 cPh PC.
T

Joel D. Huber, CPA, P.C.
August 27, 2009





MOUNTAIN SCHOOL, INC.
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2009

Assets:
Current Assets
Cash
Accounts receivable
Total Current Assets

Property and equipment, at cost, pldged, net of accumulated
depreciation of $400,310

Other assets:
Deferred financing costs, net of accumulated amortization
of $10,430

Total Assets
Liabilities and net assets:
Current Liabilities
Accounts payable and accrued expenses
Current portion of note payable

Total Current Liabilities

Long Term Liabilities
Notes payable, less current portion

Total Liabilities
Net Assets:
Unrestricted
Temporarily Restricted

Total Net Assets

Total Net Assets and Liabilities

See accompanying notes to the financial statements
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$ 93,778
7,024

100,802

2,604,324

19,372

$ 2,724,498

$ 28,002
66,994

94,996

2,158,144

2,253,140

471,358
0

471,358

$ 2,724,498





MOUNTAIN SCHOOL, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2009

Temporarily
Unrestricted Restricted Total
Revenues, Gains, and Other Support:
Governmental assistance $ 1,295,726 $ 0 $ 1,295,726
Contributions and other support 44,429 44,429
Other 12,006 0 12,006
Total Revenues, Gains, and Other Support 1,352,161 0 1,352,161
Expenses and Losses:
Program services
Charter School 1,189,745 0 1,189,745
Support services
Management and general 139,292 0 139,292
Fundraising 2,251 0 2,251
Total Expenses 1,331,288 0 1,331,288
Increase (decrease) in net assets 20,873 0 20,873
Net Assets (deficit) at beginning of year 450,485 0 450,485
Net Assets (deficit) at end of year $ 471,358 $ 0 $ 471,358

See accompanying notes to the financial statements
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MOUNTAIN SCHOOL, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2009

Cash flows from operating activities:
Change in net assets $ 20,873
Adjustments to reconcile change in net assets
to cash provided by operating activities:

Depreciation and amortization 141,934

Decrease in accounts receivable 15,537

Decrease in accounts payable and accrued expenses (20,323)
Net cash provided by operating activities 158,021

Cash flows from investing activities:
Purchases of property and equipment (10,825)

Net cash used by investing activities (10,825)

Cash flows from financing activities:

Principal payments on note payable (98,967)

Net cash used by financing activities (98,967)
Net increase in cash and cash equivalents 48,229
Cash and cash equivalents at beginning of year 45,549
Cash and cash equivalents at end of year $ 93,778

Supplemental disclosures of cash flow information:
Interest paid 169,705
Income tax paid $ 0

&+

See accompanying notes to the financial statements
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MOUNTAIN SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Mountain School, Inc. operates a public school under the laws of the State of Arizona applicable to charter
schools. The operation of Mountain School, Inc. is funded primarily through government grants and
assistance.

The financial statements of Mountain School, Inc. have been prepared on the accrual basis of accounting.
The more significant of the School’s accounting policies are described below.

Income Taxes - The School is exempt from Federal and Arizona income taxes on its exempt function income
under Section 501 (¢) (3) of the Internal Revenue Code. The School does not receive any non-exempt income
and is not a private foundation.

Recognition of donor restricted support - Support that is restricted by the donor is reported as an increase
in unrestricted net assets if the restriction expires in the reporting period in which the support is recognized.
All other donor-restricted support is reported as an increase in temporarily or permanently restricted net assets
depending on the nature of the restriction. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets.

Property and equipment - Land, buildings, and improvements with a cost of $3,000 or more and vehicles,
furniture, and equipment with both a cost of $300 or more and an estimated life of one year or more are
capitalized. Assets are stated at cost or fair market value at date of gift if contributed. Donations of property
and equipment are recorded as support at their estimated fair values. Such donations are reported as
unrestricted support unless the donor has restricted the donated asset to a specific purpose. Assets donated
with explicit restrictions regarding their use and contributions of cash that must be used to acquire property
and equipment are reported as restricted support. Absent donor stipulations regarding how long those donated
assets must be maintained, the School reports expirations of donor restrictions when the donated or acquired
assets are placed in service as instructed by the donor. The School reclassifies temporarily restricted net assets
to unrestricted net assets at that time. Depreciation of vehicles, furniture and equipment is provided on a
straight-line basis over the estimated useful lives of the respective assets, ranging from 5 to 10 years.
Buildings and improvements are amortized over 15 to 20 years.

Donations - Donated services are recognized only if the services received either create or enhance
nonfinancial assets or require specialized skills, are provided by individuals possessing those skills, and would
typically need to be purchased if not provided by donation. A number of volunteers have made contributions
of their time to the School to help with programs, provide clerical support, and assist with general
maintenance. The value of this contributed time is not reflected in the financial statements since it does not
meet the recognition criteria.

Use of estimates - Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses.

Cash equivalents - For the purposes of the statement of cash flows, Mountain School, Inc. considers cash
operating bank accounts, money market accounts and cash on hand to be cash or cash equivalents.

Deferred Financing Costs - Deferred financing costs are being amortized on a straight-line method over the
term of the note payable, which is 10 years. Amortization expense for the year ended June 20, 2009 was
$2,980.





MOUNTAIN SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 2 - PROPERTY AND EQUIPMENT

The following classes of property and equipment are reflected in the accompanying financial statements at
June 30, 2009:

Land $ 407,000
Buildings and improvements 2,499,923
Equipment and vehicles 97,711
3,004,634

Less Accumulated Depreciation (400,310)
$ 2,604,324

Depreciation expense for the year ended June 30, 2009 was $ 138,954.

NOTE 3 - NOTE PAYABLE

In January 2006 the School received a $200,000 credit enhancement from the Charter Schools Development
Corporation (CSDC) to assist in securing approximately $2,100,000 in loans to refinance then existing debt
as well as to expand facilities. The refinancing was completed with a loan of approximately $1 ,360,000
during the year ended June 30, 2006 and the expansion project was finalized in October 2007.

CSDC was founded in 1997 as a non-profit corporation to serve the charter school community. In 1998,
CSDC secured a federal appropriation to design a credit-enhancement program that would leverage private
financing for charter school facilities. CSDC initiated a legislative effort which resulted in Congress
appropriating over $160 million for the Credit Enhancement for Charter School Facilities Program, a grant
program intended to leverage funds through credit enhancement initiatives in order to assist charter schools
in using private sector capital to acquire, construct, renovate, or lease academic facilities.

The credit enhancement was made solely for the purpose of providing additional collateral for the School's
loans from the bank. The CSDC deposited $200.000 in a money market account held by the bank as collateral
for five (5) years and to then be returned to the CSDC. Fifty percent of the monies may be released after 4
years if the School (i) has achieved an enrollment of 170 average daily membership; (ii) has a debt service
coverage of at least 1.25 to 1 for the year ended June 30, 2009, and (Hi) there is no monetary default on note
payable at the time of such partial release. The credit enhancement will be fully released on the Sth
anniversary of the loan provided there is no default on either loan at that time.





MOUNTAIN SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 3 - NOTE PAYABLE (continued)

7.3% note payable to a bank in monthly installments of $10,836 through
December 2015, with a balloon payment of $930,685 due January 2016.
Secured by a deed of trust on real property and pledged credit
enhancement of $200,000 held by lender; restrictive covenants include
maintenance of debt service coverage ration of 1.2 to 1, no additional
debt without written consent, notification to bank of significant claims or
judgments against the School, no default on other long-ter obligations,
maintaining property and liability insurance coverage

7.7% construction not payable to a bank in monthly installments $8,136
through February 2016, with a balloon payment of $785,227 due March
2016; secured by a deed of trust on real property and pledged credit
enhancement of $200,000 held by lender; restrictive covenants include
maintenance of maximum loan to value ratio, no additional debt without
written consent, and minimum property and liability insurance coverage.

The estimated future maturities of the notes payable at June 30, 2009 were as follows:

Year ending June 30:
2010 $ 63,872
2011 68,799
2012 73,874
2013 79,803
2014 86,119

2015 and thereafter 1,852,671

2,225,138

2009

1,225,138

1,000,000

2,225,138

(66,994)

2,158,144

Interest expense associated with the note totaled $168,834 for the year ended June 30, 2009.





MOUNTAIN SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 4 - ECONOMIC DEPENDENCY

Mountain School, Inc. receives a substantial amount of its support from a government contract. A significant
reduction in the level of support from this source may have a material effect on the School’s continuing
operations.

NOTE 5 - FAIR VALUES OF FINANCIAL INSTRUMENTS

Unless otherwise indicated, the fair values of all reported assets and liabilities which represent financial
instruments (none of which are held for trading purposes) approximate the carrying values of such amounts.

NOTE 6 - RETIREMENT PLAN

Plan Description - The School contributes to a cost-sharing multiple-employer defined benefit pension plan
administered by the Arizona State Retirement System. Benefits are established by the state and generally
provide retirement, death, long-term disability, survivor, and health insurance premium benefits. The System
is governed by the Arizona State Retirement System Board according to the provisions of A.R.S. Title 38,
Chapter 5, Article 2.

The System issues a comprehensive annual financial report that includes financial statements and required

supplementary information. The most recent report may be obtained by writing the System, 3300 North

Central Avenue, P.O. Box 33910, Phoenix, AZ 85067-3910 or by calling (602) 240-2000 or (800) 621-3778.
Funding Policy - The Arizona State Legislature establishes and may amend active plan members’
and the School’s contribution rate. Active plan members and the School are each required by statute
to contribute at an actuarially determined rate of the members’ annual covered payroll. The School’s
contributions to the System for the year ended June 30, 2009 were $44.067.
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Joel D. Huber, CPA, P.C.

Certified Public Accountant

Member of the American
Institute of Certified Public
Accountants

3048 East Baseline Road, Suite 116
Mesa, Arizona 85204
PHONE: (480) 503-9200

FAX: (866) 680-5863 Member of the Arizona
Society of CPA’s

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Mountain School, Inc.
Flagstaff, Arizona

I have audited the financial statements of Mountain School, Inc. as of and for the year ended June 30, 2009, and have
issued my report thereon dated August 27, 2009. I conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered Mountain School, Inc.’s internal control over financial reporting
as a basis for designing my auditing procedures for the purpose of expressing my opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of Mountain School, Inc.’s internal control over
financial reporting. Accordingly, I do not express an opinion on the effectiveness of the Company’s internal control
over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
organization’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles, such that there is more than a remote likelihood that a misstatement of the
organization’s financial statements that is more than inconsequential will not be prevented or detected by the
organization’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
organization’s internal control.

My consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. I did not identify any deficiencies in internal control over financial reporting that
I consider to be a material weakness, as described above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Mountain School, Inc.’s financial statements are free of
material misstatement, I performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grants agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of my






audit and, accordingly, I do not express such an opinion. The results of my tests disclosed no instances of
noncompliance that are required to be reported under United States Government Auditing Standards.

This report is intended for the information and use of the Board of Directors, management and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified

DO Uer con pe.

Joel D. Huber, CPA, P.C.
August 27, 2009

Joel D. Huber, CPA, P.C.

Certified Public Accountant
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MOUNTAIN SCHOOL, INC.
STATUS OF PRIOR AUDIT FINDINGS
JUNE 30, 2009

STATUS OF PRIOR AUDIT FINDINGS
I have reviewed the status of action taken by the School on the audit conditions and recommendations contained in

John C. Todd II, P.C., Certified Public Accountants, dated September 19, 2008. The School has taken sufficient
corrective action of the conditions reported on.

11
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List of Board of Directors of Mountain School

Renee Fauset, President

2148 N Talkington Drive

Flagstaff AZ 86001

928-779-3731

reneef@mountaincharterschool.com

Ms. Fauset is the founder of Mountain School and serves as its director.

Jim Manley, Vice-President

1808 N. Izabel

Flagstaff AZ 86004

928-774-2909

james.manley@nau.edu

Dr. Jim Manley is an education professor at NAU and serves as the liason for the
partnership between Mountain School and the College of Education at NAU.

Ellen Majure, Secretary

3112 N. Tindle Blvd.

Flagstaff AZ 86004

928-527-1750

ellen@bbbsf.com

Ms. Majure is a trained social worker, who currently works for First Things First, an
early childhood advocacy group in the state of Arizona.

Jay McCarthy, Member

508 N. Humphreys

Flagstaff AZ 86001

928-779-4252

jay@mccarthyweston.com

Mr. McCarthy is a lawyer specializing in adoption law.

Carla Conway, Member

6 E. Aspen Suite 200

Flagstaff AZ 86001

928-774-0695

Conway@benefitandfinancial.com

Ms. Conway is a financial planner and provides health insurance for many Northern
Arizona residents.
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Board of Directors Handbook

Mountain School






Article 1: Name of the Board

A The name of the Board of directors shall be the Mountain School Board
of Directors.

Article 2: Make-up of the Board

A.Members of the Mountain School Board of Directors shall
consist of those existing members who were Board Members at the time
Mt. Sch. became an Arizona Charter School.

B. The Board shall consist of five (5) members. Two of the members shall
be elected by the board to serve for two years and three members shall be
elected to serve for three years.

C. Any new member to the board must be recommended by the Director of

Mt. Sch. and approved by the existing Board of Directors.

. Any members of the board may be re-recommended and approved.

. Board Members will meet the last Monday of each month no less than

nine (9) times per year. Adequate public notice will be given.

o

Article 3: Powers and Duties of the Mountain
School Board

General powers and duties
A. The Governing board shall:

1. Prescribe and enforce rules for the governance of the school, not
inconsistent with law or rules prescribed by the Arizona State Board of
Education.

2. Maintain the school established by it for the attendance of each pupil for
a period of not less than one hundred seventy- five school days, or its
equivalent as approved by superintendent of public education. To offer
an alternative kindergarten program on the basis of five half days, or a
three day school week and if funds are sufficient for a longer period, and
as tar as practicable with equal rights and privileges.

3. Exclude from the school all books, publications, papers or audiovisual
materials of a sectarian or denominational character.

4. Manage and control the school property.






5. Acquire school furniture, apparatus, equipment, library books and
supplies for the use of the school.

6. Approves the curricula, assessment and criteria for promotion and

graduation of pupils. It shall include, but not limit to, assessment in

reading, math and language. ( As stated in Charter). Board will
meet in July of the preceding school year for approval of curricula
and purchase of new texts.

7. Furnish, repair and insure the school property of the school

district.

8. Construct school buildings on approval of the Board of Directors of

Mountain Elementary School and the Arizona Department of

Education.

9. Purchase school sites or constructs, improve and furnish school
buildings from the proceeds for the sale of school property only on
approval by a vote of the Board.

10. Approve and enforce policies in the Student/Parent Handbook
which states the procedures for disciplining students which include
disorderly conduct, the possession of weapons and smoking on
campus.

11. Approval of teacher contracts.

12. Privileged to employ and attorney to represent Mountain
Elementary School. '

13. Prescribe and enforce policies for disciplinary action against a
teacher who engages in conduct which is a violation of the policies
stated the Handbook for Teacher Conduct, but which is not the
cause of dismissal of the teacher or for revocation of the
certificate of the teacher. Disciplinary action may include
suspension without pay for a period of time not to exceed ten
school days. Disciplinary action shall not include suspension with
out pay for a period of time longer than ten school days. The
policies shall include notice, hearing and appeal procedures for
violations which are cause for disciplinary action. The Board may
designate a person or persons to act on behalf of the Board on
these matters.

14. Prescribe and enforce policies for disciplinary action against

administrators who engages in conduct which is violation of the

policies of the governing board regarding duties of administrators
but which is not cause for dismissal of the administrator or for
revocation of the certificate of the administrator. Disciplinary action






may include suspension without pay for a period of time not to
exceed ten school days. Disciplinary action shall not include
suspension with pay or suspension without pay for longer than ten
school days. The policies shall include notice, hearing, and appeal
procedures for violations which are cause for disciplinary action.
The governing board may designate a person or persons o act
on behalf of the board on these matters. For violations which are
cause for dismissal, the provisions of notice, hearing an appeal
shall apply. The filing of a timely request for a hearing suspends
the imposition of a suspension without pay or a dismissal pending
completion of the hearing.

15. Approve rules relating the health and safety of all pupils
participating in district sponsored practice sessions, games or
other interscholastic athletic events, including the provision of
water. A school district and its employees are immune from civil
liability for the consequences of the good faith adoption and
implementation of rules pursuant to this paragraph.

16. Provide special education programs and related services to
children with disabilities.
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The Governing Board and the Corporate Board of Mountain School are the same entity.






Succession Plan

In the event of Mountain School Corporate Board principals resigning or retiring, the
continuing members of the board discuss and recommend community leaders who may
have an interest in serving the school in a board capacity. The prospective member is
approached and invited to a meeting to discuss the possibility of becoming a board
member. If all agree to the appointment of the new member, a swearing in ceremony
follows and the new board member is trained on procedure and the strategic plan goals as
they attend meetings.

The instructional leader succession plan is a three-year process, where a master teacher is
groomed to become the instructional leader and eventually the school director. The
current instructional leader then becomes the executive director and works on compliance
issues and the business side of the school. Eventually there will be the school director,
the executive director and the business manager running the school.

The incentive plan adopted by the Mountain School Board on takes into account
the many additional ways teachers make the school a richer learning environment. Merit
pay is allowed for those teachers tutoring and sponsoring after school clubs that extend
and support the school’s academic goals. Clubs like The DaVinci Club, Homework
Club, Lego League, LaCrosse Club and Running Club all give families after school
choices for enriching the children’s learning experience. There is no charge to the
families for these clubs.

Profession Development is sacred at Mountain School and teachers help make decisions
about needed training to stay abreast of current best practices. Much of the professional
development provided to the teachers during the past few years has been spent on SEI,
RTI, accommodations in the classrooms for special needs students, challenging the top
performing students and consistent art and music opportunities for students throughout
the daily curriculum.

Mountain School has historically spent the required amount of time and money to find
the best possible teachers for our school. We announce openings in enough time to do a
thorough search for the best fit for our program. The best applicants are given an
interview with a team of teachers, board members, and the school director. Careful
deliberation of the team gives us the best choice and the hire is notified and training
begins.





		Succession Plan




Mountain School Facilities Plan

Mountain School currently has no plans to move, build or remodel its
facility. We completed an addition in 2007, which houses our 6™ grade and
added a gym, kitchen, library and science/art room. We are currently
concentrating on the school’s academic programs now that we have finished
our facility and have filled it to capacity.





		Mountain School Facilities Plan




2011 cashflow has the following increases:

ogrWONE

2% increase in state funding

3% increase in salaries

10% increase in benefits (ASRS is increasing)

5% increase in purchase services

5% increase in supplies (utilities are included in this category)
No increase in ADM

2012 cashflow has the following increases:

oOrWONE

2% increase in state funding plus funding for 10 additional students
3% increase in salaries

8% increase in benefits

2% increase in purchase services

5% increase in supplies (utilities are include in this category)

ADM increased by 10 students

2013 cashflow has the following increases:

oOArONE

2% increase in state funding plus funding for 10 additional students
5% increase in salaries

8% increase in benefits

2% increase in purchase services

10% increase in supplies (utilities are include in this category)

No increase in ADM





Mountain School

Cash Flow '11
Jul-10 Aug-10
Beginning Cash Balance 150,000.00 160,524.39
Income
Grants 469.78
State Funding 104,558.29  104,558.29
Prop 301 5,084.55 5,000.02
Instructional Impr. Funi 1,939.34
Miscellaneous
Donations
Tax Credit 900.00 146.19
Fundraiser 542.04 88.63
Total Income 113,024.22  110,262.91
Total Available 263,024.22  270,787.30
Expenses
Salaries- Bi-Weekly 51,299.66  51,299.66
Benefits-Bi-Weekly 16,416.29  16,416.29
Purchase Services 15,984.99  15,984.99
Supplies 5,122.55 5,122.55
Other 13,676.34  14,098.41
Total expenses 102,499.83  102,921.90
Ending Cash Balance 160,524.39  167,865.40

Sep-10

167,865.40

104,558.29
5,446.15

100.00
16,755.00

1,945.84
128,805.28

296,670.68

51,299.66
16,416.29
15,984.99
5,122.55
14,067.25
102,890.74

193,779.94

Oct-10

193,779.94
2,900.00
104,558.29
3,346.88
2,141.35
6.40
2,321.99

3,183.35
118,458.26

312,238.20

51,299.66

16,416.29

15,984.99

5,122.55

13583.14

102,406.63

209,831.57

190.331 ADM

Nov-10

209,831.57

104,558.29
4,277.68

108.47
285.91

2,592.06
111,822.41

321,653.98

51,299.66

16,416.29

15,984.99

5,122.55

14,001.49

102,824.98

218,829.00

Dec-10

218,829.00

104,558.29
(4,794.35)

188.78
3,350.00

182.67
103,485.39

322,314.39

51,299.66
16,416.29
15,984.99
5,122.55
13,519.09
102,342.58

219,971.81

Jan-11

219,971.81

104,558.29
8,112.84

8.79
6,450.00

1507.28
120,637.20

340,609.01

51,299.66

16,416.29

15,984.99

5,122.55

13,934.90

102,758.39

237,850.62

Feb-11

237,850.62

104,558.29
3,859.61
1,953.43

1,050.00
100.00
111,521.33

349,371.95

51,299.66

16,416.29

15,984.99

5,122.55

13,840.08

102,663.57

246,708.38

Mar-11

246,708.38

104,558.29
5,134.43

1,720.00
1,098.55
112,511.27

359,219.65

51,299.66

16,416.29

15,984.99

5,122.55

13,840.08

102,663.57

256,556.08

Apr-11

256,556.08

104,558.29
4,542.15

3,350.00
1,098.55
113,548.99

370,105.07

51,299.66
16,416.29
15,984.99
5,122.55
13,840.08
102,663.57

267,441.50

May-11

267,441.50

104,558.29
4,542.15
1,853.43

3,350.00
1,098.55
115,402.42

382,843.92

51,299.66
16,416.29
15,984.99
5,122.55
13,840.08
102,663.57

280,180.35

Jun-11

280,180.35

104,558.29
4,542.15

3,350.00
1,098.55
113,548.99

393,729.34

51,299.66

16,416.29

15,984.99

5,122.55

13,840.08

102,663.57

291,065.77

Year to Date
1,254,699.48
3,369.78
1,254,699.48
49,094.26
7,887.55
412.44
43,029.09

14,536.07
1,373,028.67

615,595.92
196,995.48
191,819.88

61,470.60
166,081.02

1,231,962.90





Mountain School

Cash Flow '12
Jul-11 Aug-11
Beginning Cash Balance 150,000.00 164,573.25
Income
Grants 469.78
State Funding 112,035.23  112,035.23
Prop 301 5,084.55 5,000.02
Instructional Impr. Funi 1,939.34
Miscellaneous
Donations
Tax Credit 900.00 146.19
Fundraiser 542.04 88.63
Total Income 120,501.16  117,739.85
Total Available 270,501.16 282,313.10
Expenses
Salaries- Bi-Weekly 52,838.65  52,838.65
Benefits-Bi-Weekly 17,729.58  17,729.58
Purchase Services 16,304.69  16,304.69
Supplies 5,378.65 5,378.65
Other 13,676.34  14,098.41
Total expenses 105,927.91  106,349.98
Ending Cash Balance 164,573.25  175,963.12

Sep-11

175,963.12

112,035.23
5,446.15

100.00
16,755.00

1,945.84
136,282.22

312,245.34

52,838.65
17,729.58
16,304.69
5,378.65
14,067.25
106,318.82

205,926.52

Oct-11

205,926.52
2,900.00
112,035.23
3,346.88
2,141.35
6.40
2,321.99

3,183.35
125,935.20

331,861.72

52,838.65

17,729.58

16,304.69

5,378.65

13583.14

105,834.71

226,027.01

200 ADM
Nov-11

226,027.01

112,035.23
4,277.68

108.47
285.91

2,592.06
119,299.35

345,326.36

52,838.65
17,729.58
16,304.69
5,378.65
14,001.49
106,253.06

239,073.30

Dec-11

239,073.30

112,035.23
(4,794.35)

188.78
3,350.00

182.67
110,962.33

350,035.63

52,838.65
17,729.58
16,304.69
5,378.65
13,519.09
105,770.66

244,264.97

Jan-12

244,264.97

112,035.23
8,112.84

8.79
6,450.00

1507.28
128,114.14

372,379.11

52,838.65

17,729.58

16,304.69

5,378.65

13,934.90

106,186.47

266,192.64

Feb-12

266,192.64

112,035.23
3,859.61
1,953.43

1,050.00
100.00
118,998.27

385,190.91

52,838.65

17,729.58

16,304.69

5,378.65

13,840.08

106,091.65

279,099.26

Mar-12

279,099.26

112,035.23
5,134.43

1,720.00
1,098.55
119,988.21

399,087.47

52,838.65

17,729.58

16,304.69

5,378.65

13,840.08

106,091.65

292,995.82

Apr-12

292,995.82

112,035.23
4,542.15

3,350.00
1,098.55
121,025.93

414,021.75

52,838.65
17,729.58
16,304.69
5,378.65
13,840.08
106,091.65

307,930.10

May-12

307,930.10

112,035.23
4,542.15
1,853.43

3,350.00
1,098.55
122,879.36

430,809.46

52,838.65
17,729.58
16,304.69
5,378.65
13,840.08
106,091.65

324,717.81

Jun-12

324,717.81

112,035.23
4,542.15

3,350.00
1,098.55
121,025.93

445,743.74

52,838.65

17,729.58

16,304.69

5,378.65

13,840.08

106,091.65

339,652.09

Year to Date
1,344,422.76
3,369.78
1,344,422.76
49,094.26
7,887.55
412.44
43,029.09

14,536.07
1,462,751.95

634,063.80
212,754.96
195,656.28

64,543.80
166,081.02

1,273,099.86





Mountain School

Cash Flow '13
Jul-12 Aug-12
Beginning Cash Balance 150,000.00 161,889.69
Income
Grants 469.78
State Funding 114,275.93  114,275.93
Prop 301 5,084.55 5,000.02
Instructional Impr. Funi 1,939.34
Miscellaneous
Donations
Tax Credit 900.00 146.19
Fundraiser 542.04 88.63
Total Income 122,741.86  119,980.55
Total Available 272,741.86  281,870.24
Expenses
Salaries- Bi-Weekly 55,480.58  55,480.58
Benefits-Bi-Weekly 19,147.95  19,147.95
Purchase Services 16,630.78  16,630.78
Supplies 5,916.52 5,916.52
Other 13,676.34  14,098.41
Total expenses 110,852.17  111,274.24
Ending Cash Balance 161,889.69 170,596.00

Sep-12

170,596.00

114,275.93
5,446.15

100.00
16,755.00

1,945.84
138,522.92

309,118.92

55,480.58
19,147.95
16,630.78
5,916.52
14,067.25
111,243.08

197,875.84

Oct-12

197,875.84
2,900.00
114,275.93
3,346.88
2,141.35
6.40
2,321.99

3,183.35
128,175.90

326,051.74

55,480.58

19,147.95

16,630.78

5,916.52

13583.14

110,758.97

215,292.77

200 ADM
Nov-12

215,292.77

114,275.93
4,277.68

108.47
285.91

2,592.06
121,540.05

336,832.82

55,480.58
19,147.95
16,630.78
5,916.52
14,001.49
111,177.32

225,655.50

Dec-12

225,655.50

114,275.93
(4,794.35)

188.78
3,350.00

182.67
113,203.03

338,858.53

55,480.58
19,147.95
16,630.78
5,916.52
13,519.09
110,694.92

228,163.61

Jan-13

228,163.61

114,275.93
8,112.84

8.79
6,450.00

1507.28
130,354.84

358,518.45

55,480.58

19,147.95

16,630.78

5,916.52

13,934.90

111,110.73

247,407.72

Feb-13

247,407.72

114,275.93
3,859.61
1,953.43

1,050.00
100.00
121,238.97

368,646.69

55,480.58

19,147.95

16,630.78

5,916.52

13,840.08

111,015.91

257,630.78

Mar-13

257,630.78

114,275.93
5,134.43

1,720.00
1,098.55
122,228.91

379,859.69

55,480.58

19,147.95

16,630.78

5,916.52

13,840.08

111,015.91

268,843.78

Apr-13

268,843.78

114,275.93
4,542.15

3,350.00
1,098.55
123,266.63

392,110.41

55,480.58
19,147.95
16,630.78
5,916.52
13,840.08
111,015.91

281,094.50

May-13

281,094.50

114,275.93
4,542.15
1,853.43

3,350.00
1,098.55
125,120.06

406,214.56

55,480.58
19,147.95
16,630.78
5,916.52
13,840.08
111,015.91

295,198.65

Jun-13

295,198.65

114,275.93
4,542.15

3,350.00
1,098.55
123,266.63

418,465.28

55,480.58

19,147.95

16,630.78

5,916.52

13,840.08

111,015.91

307,449.37

Year to Date
1,371,311.16
3,369.78
1,371,311.16
49,094.26
7,887.55
412.44
43,029.09

14,536.07
1,489,640.35

665,766.96
229,775.40
199,569.36

70,998.24
166,081.02

1,332,190.98
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Five-Year Interval Report

Welcome Andrea Leder | Logout

Arizona State
Board for
Charter Schools

Dashboard Alerts Bulletin Board Charter Holder DMS Email Tasks Search Help Other

Five-Year Interval Report Back to reports list

ARI1ZONA STATE BoARD FOR CHARTER ScHoOLS
Renewal Year Summary Review

Interval Report Details Hide Section

Report Date: 07/06/2010 Report Type: Renewal

Charter Contract Information Hide Section
Charter Corporate Name: Mountain School, Inc.
Charter CTDS: 03-87-51-000 Charter Entity ID: 4203
Charter Status: Open Contract Effective Date: 08/05/1996
Authorizer: ASBCS Contractual Days:
Number of Schools: 1 e Mountain School: 180
Charter Grade Configuration: K-6 Contract Expiration Date: 08/04/2011
FY Charter Opened: 1997 Charter Signed: 04/06/2004
Charter Granted: — Corp. Commission Status Charter Holder is in Good Standing
Corp. Commission File # 0134253-1 Corp. Type Non Profit
Corp. Commission Status Date 06/17/2010 Charter Enrollment Cap 200

Charter Contact Information

Mailing Address: 311 W. Cattle Drive Trail Website: —
Flagstaff, AZ 86001
Phone: 928-779-2392 Fax: 928-779-3246
Mission Statement: Mountain School, Inc. is a non-profit, non-sectarian school serving grades K-6. Children are encouraged to develop their

academic goals with the support and guidance of teachers and parents thus enabling the school to preserve the child's
individuality, cultivate self-esteem and instill social responsibility.

Charter Representatives: Name: Email: FCC Expiration Date:
1.) Ms. Renee Fauset reneef@mountaincharterschool.com —
Amendment Information Hi
Charter Corporate Name: Mountain School, Inc.
Charter CTDS: 03-87-51-000 Charter Entity ID: 4203
Charter Status: Open Contract Effective Date: 08/05/1996
Amendments Hide Section
Amendment Type Received Date Approval Date
Enrollment Cap Notification Request 12/05/2006 01/04/2007
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Five-Year Interval Report

Program of Instruction Amendment Request 10/11/2006

Program of Instruction Amendment Request 09/05/2006

Charter Holder Location Notification

07/17/2006

Academic Performance - Mountain School

Hide Section

School Name:
School Entity ID:
School Status:

Physical Address:

Phone:

Grade Levels Served:

FY
ELEM
2009 Highly Performing
2008 Excelling
2007 —
2006 —
2005 —

Mountain School School CTDS:

4843 Charter Entity ID:

Open School Open Date:

311 West Cattle Drive Trail Website:

Flagstaff, AZ 86001

928-779-2392 Fax:

K-6 FY 2009 100" Day ADM:

Academic Performance Per Fiscal Year

AZ LEARNS Profile
358

Excelling
Excelling

Highly Performing

Charter/Legal Compliance

03-87-51-001
4203

928-779-3246
182.535

Hi tion

Met AYP

Yes
Yes
Yes
Yes

Yes

Charter Corporate Name:

Mountain School, Inc.

Charter CTDS: 03-87-51-000 Charter Entity ID:
Charter Status: Open Contract Effective Date:
Timely Submission of AFR Hide Section

Year Timely Year

2009 Yes 2010

2008 Yes 2009

2007 Yes 2008

2006 Yes 2007

2005 Yes 2006

Charter Corporate Name:
Charter CTDS:

Charter Status:

Year
2009
2008
2007

Audit and Fiscal Compliance

Mountain School, Inc.
03-87-51-000 Charter Entity ID:

Open Contract Effective Date:

Timely Submission of Annual Audit

Timely
Yes
Yes

Yes

http://online.asbcs.az.gov/reports/interval_report/51[7/6/2010 8:21:38 AM]

4203
08/05/1996

Timely Submission of Budget Hide Section

Timely
Yes

No

Yes
Yes

No

Hi

4203
08/05/1996





Five-Year Interval Report

2006 Yes
2005 Yes

Audit Issues Requiring Corrective Action Plan (CAP) Hide Section
FY Issue #1 Issue #2
2009
2008 Classroom Site Fund (301) Internal Controls
2007
2006
2005

Repeat Issues Identified through Audits Hide Section

There were no repeat findings for fiscal years 2005 to 2009.

“ Go to top
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Mountain School, 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:

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

Mountain School, Inc. was granted a charter by the State Board of Education, effective August 5,
1996. Mountain School, Inc. is a non-profit corporation in good standing with the Arizona
Corporation Commission. The charter was transferred to the Arizona State Board for Charter
Schools on April 6, 2004. The charter representative is Renee Fauset. The school, Mountain
School, is located at 311 W. Cattle Drive Trail in Flagstaff, serves grades K-6, and had a FY'10
100" day ADM of 190.331.

Mission Statement (as provided in the contract):

Mountain School, Inc. is a non-profit, non-sectarian school serving grades K-6. Children are
encouraged to develop their academic goals with the support and guidance of teachers and
parents thus enabling the school to preserve the child's individuality, cultivate self-esteem and
instill social responsibility.
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I11. Academic Performance

Mountain School, Inc.
Academic Achievement - AIMS ES Math

Percent Passing
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Mountain School, Inc.
Academic Achievement - AIMS ES Reading
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Fiscal Year AZ LEARNS Adequate
Yearly
Progress
(AYP)
2009 Highly Performing Yes
2008 Excelling Yes
2007 Excelling Yes

IV. Fiscal Compliance

As detailed in the Audit and Fiscal Compliance section of the Renewal Summary Review:
e The charter holder has timely submitted its annual audit.
e The fiscal year 2008 audit identified two issues which required a corrective action plan.
e No repeat issues were identified.

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

V. Legal and Contractual Compliance

For the previous five fiscal years —

e The charter holder timely submitted the Annual Financial Report.

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

e All Declarations of Curricular and Instructional Alignment were submitted to the Arizona
Department of Education (ADE) in a timely manner.

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

e In 2008, Mountain School, Inc. was notified by the Arizona Department of Education
(ADE) of withholdings due to failure to comply with the monitoring requirements of No
Child Left Behind (High Risk Subgrantee).

e In 2004, noncompliance with the Individuals with Disabilities Education Act (IDEA) was
determined by ADE Exceptional Student Services and a Corrective Action Plan was
required.

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.
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B. Detailed Business Plan

Organization
The application provides the following information and an organizational chart regarding the

operations of the organization. Mountain School’s Board of Directors oversees the operations by
approving budgets and policies that govern the school. The executive director also serves as a
liaison between the Board and teachers and provides interpretation of the policies and procedures
that all employees are required to follow. The executive director serves as the educational leader
of the school, providing the funds, materials and support for the classrooms teachers. The
teachers are in charge of the classrooms and educate students with the help of aides and parent
volunteers. The Parent Advisory Committee is in charge of the parent volunteers and helps
parents find ways to assist the school in meeting its academic, fiduciary, and community goals.
The aides are in charge of helping the teachers make sure the needs of all students are met. The
administrative assistant is in charge of attendance and accounts receivable, along with other daily
duties. The office aide assists the administrative assistant in doing clerical activity.

Sustainability

Fiscal Viability
Mountain School’s application includes examples of its accounting procedures. The application
states that data drives the decision-making when performing fiscal planning. In January, the
planning process begins when the Director meets with a financial consultant. During this time,
teachers discuss what needs the students are demonstrating that may affect curriculum decisions.
After the State approves the budget, the consultant and Director agree on two scenarios for the
school board to review. From there, the application states, the budget is proposed and approved.
The Director is the only person on site that has fiscal authority.

The application states that fundraising is an ongoing effort and indicates that the school’s most
prominent fundraiser is a foot race that nets the school nearly $10,000.

For fiscal year 2008 and fiscal year 2009, the independent certified public accountant issued an
unqualified (or “clean”) opinion on Mountain School’s financial statements. In each fiscal year,
the charter holder ended the year with positive net assets. Mountain School did not submit the
standard Budget Plan as required by the renewal application, but rather spreadsheets the charter
holder developed on its own. The charter holder submitted month-by-month cash flow
projections for fiscal years 2011 through 2013 with assumptions.* The projections submitted do
not include the detail found in the Budget Plan. Additionally, the documents submitted by the
charter holder do not include any financial information for fiscal years 2009 and 2010, which
limits staff’s ability to assess the reasonableness of the projected financial information. Based on
information obtained from the Arizona Department of Education’s website, the ADM used by
the charter holder for the fiscal year 2011 projection is the current fiscal year 2010 ADM. The
assumptions indicate that the fiscal year 2011 cashflow includes a 2% increase in state funding.

! In reviewing the month-by-month projections provided, please note that under the State’s new payment schedule,
charter holders will not receive a July state equalization assistance payment, but will receive two payments in June.
The new payment schedule begins with fiscal year 2011.
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Based on simple calculations using, for fiscal year 2010, information from ADE’s website and,
for fiscal year 2011, the charter holder’s fiscal year 2011 projection, the charter holder’s 2011
projection appears to be based on a per pupil state funding increase of approximately $38 over
fiscal year 2010. Although it does not reflect a 2% increase, this increase in per pupil state
funding for fiscal year 2011 is contrary to the Governor’s Office of Strategic Planning and
Budgeting’s estimate of a $281 reduction in per pupil funding for Mountain School.” The
cashflows submitted by the charter holder indicate that Mountain School’s ending net assets will
increase between fiscal years 2011 and 2013.

Strength and Stability of the Governing Body
Mountain School Board of Directors members:

Renee Fauset, President

Jim Manley, Vice-President

Ellen Majure, Secretary

Jay McCarthy, Member

Carla Conway, Member

The board has a handbook which outlines its role and responsibilities for the school. Portions of
the handbook were included in the application. While the handbook included information that

says the board approves curricula, assessment and criteria for promotion, the application did not
include information about how the governing body monitors the school’s academic performance.

Strength and Stability of the Corporate Board
The Governing Board and the Corporate Board of Mountain School are the same entity.

Succession Plan

Charter Holder: In the event of Mountain School Corporate Board principals resigning or
retiring, the continuing members of the board discuss and recommend community leaders who
may have an interest in serving the school in a board capacity. The prospective member is
approached and invited to a meeting to discuss the possibility of becoming a board member.

Instructional Leadership: The instructional leader succession plan is a three-year process, where
a master teacher is groomed to become the instructional leader and eventually the school
director. The current instructional leader then becomes the executive director and works on
compliance issues and the business side of the school. Eventually there will be the school
director, the executive director and the business manager operating the school.

Merit pay is provided for those teachers tutoring and sponsoring after school clubs that extend
and support the school’s academic goals. Teachers at the school help in deciding about needed
training to stay abreast of current best practices. Much of the professional development provided
to the teachers during the past few years has been spent on SEI, RTI, accommodations in the
classrooms for special needs students, challenging the top performing students and consistent art
and music opportunities for students throughout the daily curriculum.

% The Office of Strategic Planning and Budgeting prepared separate estimates for each charter holder to use
depending on whether the sales tax increase was approved by voters. The $281 amount reflects the estimate for
Mountain School if the sales tax increase passed.
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The application states that Mountain School announces openings in enough time to do a
thorough search for the best fit for the school program. The best applicants are given an
interview with a team of teachers, board members, and the school director.

Facilities Plan

Mountain School currently has no plans to move, build or remodel its facility. An addition was
completed in 2007, which houses 6" grade, a gym, kitchen, a library and science/art room.

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 Mountain School, Inc.
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