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NOTICE OF FINAL EXEMPT RULEMAKING
TITLE 7. EDUCATION

CHAPTER 5. STATE BOARD FOR CHARTER SCHOOLS
[R20-213]

PREAMBLE

1. Article, Part, or Section Affected (as applicable) Rulemaking Action
R7-5-101 Amend
R7-5-201 Amend
R7-5-301 Amend
R7-5-302 Amend
R7-5-303 Amend
R7-5-402                                                   Amend
R7-5-403        Amend
R7-5-501        Amend
R7-5-503                                                   Amend
R7-5-504        Amend
R7-5-509        Amend

2. Citations to the agency’s statutory rulemaking authority to include the authorizing statute (general) and the
implementing statute (specific), and the statute or session law authorizing the exemption:

Authorizing statute: A.R.S. § 15-182(E)(5)
Implementing statute: A.R.S. §§ 15-182(E)(1) and 15-183(R)
Statute or session law authorizing the exemption: A.R.S. § 41-1005(G)

3. The effective date of the rule and the agency’s reason it selected the effective date:
November 20, 2020

4. A list of all notices published in the Register as specified in R1-1-409(A) that pertain to the record of the exempt
rulemaking:

Not applicable

5. The agency’s contact person who can answer questions about the rulemaking:
Name: Ashley Berg, Executive Director
Address: State Board for Charter Schools

1616 W. Adams St., Suite 170
Phoenix, AZ 85007
or
P.O. Box 18328
Phoenix, AZ 85005

Telephone: (602) 364-3080
E-mail: Ashley.Berg@asbcs.az.gov
Web site: https://asbcs.az.gov

6. An agency’s justification and reason why a rule should be made, amended, repealed, or renumbered to include
an explanation about the rulemaking:

A.R.S. § 15-183(R) requires the Board, as a sponsoring entity of a charter school, to ground its actions in evidence of the charter
holder’s performance in accordance with the Board’s performance framework and requires the Board’s performance framework to
include the financial expectations of the charter school. The Board is amending its rules to reflect certain lessons learned during the
financial framework’s first year of implementation, to improve transparency regarding consequences for untimely financial report
submissions to the Arizona Department of Education (the “Department”), and to remove references to ASBCS Online and, as
applicable, replace them with more generic references due to possible restructuring of the Board’s online interfaces. 

7. A reference to any study relevant to the rule that the agency reviewed and either relied on or did not rely on in its
evaluation of or justification for the rule, where the public may obtain or review each study, all data underlying
each study, and any analysis of each study and other supporting material:

The Board did not review or rely on a study in its evaluation of or justification for any rule in this rulemaking.
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8. A showing of good cause why the rulemaking is necessary to promote a statewide interest if the rulemaking will
diminish a previous grant of authority of a political subdivision of this state:

Not applicable

9. The summary of the economic, small business, and consumer impact, if applicable:
The rules are expected to have no economic impact on charter holders assigned a “Good Standing” or “Adequate Standing” sum-
mative financial performance rating under the financial framework, which, based on the fiscal year 2019 audits, accounted for 78%
of Board’s charter portfolio. For those charter holders assigned an “Intervention” summative financial performance rating, the
Board believes the economic impact will be minimal. Generally, the cost results from pulling reports from the charter holder’s
accounting system and submitting these reports to the Board. For those charter holders that fail to timely submit their financial
reports to the Department, the Board believes the economic impact will be minimal and result from responding to Board commu-
nications and possibly participating in a Board meeting. The rules addressing ASBCS Online references will have no economic
impact on charter holders as the changes involve replacing specific references to the Board’s online portal with generic ones. 

10. A description of any changes between the proposed rules, including any supplemental proposed rules, and the
final rules (if applicable):

In addition to the changes indicated in item 11, the following minor, non-substantive changes were made between the proposed and
final rules:

R7-5-403 (table of contents): “Ry-5-403” changed to “R7-5-403” to correct a typo.
R7-5-101: The definition of “initial probation financial response” was amended to remove the quarterly budget requirement to
align with the language used in the “initial financial response” definition.
R7-5-101: The definition of “June 30 quarterly financial report” was amended to replace “through June 30” with “for the year
ended June 30” to align with the language used in the definition to describe the unaudited income statement. 
R7-5-501(H): The subsection was amended to clarify that Board staff will rely on notification provided by the Department when
noting, on the operational performance dashboard, a charter holder’s failure to timely submit the specified financial reports.
R7-5-509(J): The subsection was amended to identify the written notice provided by Board staff to a charter holder after Board
staff’s review of the quarterly financial report submissions made under R7-5-402(K)(3).

11. An agency’s summary of the public or stakeholder comments made about the rulemaking and the agency
response to the comments, if applicable:

Three stakeholders submitted written comments during the first opportunity for public comment. No public comments were
received on the rules during the second opportunity for public comment, which occurred at the Board’s November 20, 2020 meet-
ing. The following issues were raised during the first opportunity for public comment:

Comment Analysis Board Response
R7-5-402(K)(4): “[I]t might make sense to 
allow some flexibility given audit dates can 
(and do) change.” The Board may want to 
consider eliminating the October 25th date 
and changing the language to “by the audit 
due date specified by the Board.”

The Board identified specific dates to be 
clear and transparent about upcoming due 
dates so that charter holders and Board staff 
know the expectations. The financial action 
plan deadline (October 30) identified in R7-
5-402(K)(2) was set to align with the dead-
line for submitting the September 30 quar-
terly financial report [R7-5-509(I)]. In R7-
5-402(K)(4), the October 25 date provides 
Board staff with a five-day window prior to 
the October 30 submission deadline to eval-
uate the charter holder’s financial perfor-
mance based on the “next audit,” if 
received, and notify the charter holder 
whether the financial action plan must still 
be submitted to the Board. 

No change.

R7-5-501(H): Although subsections (H)(1) 
and (H)(2) provide for some mitigation, the 
open-ended nature of the language “or any 
subsequent new financial report” is a bit 
concerning. Public regulatory agencies, 
including the Department, struggle with 
communicating with the field about chang-
ing requirements. What safeguards are in 
place to ensure that schools are adequately 
informed of reporting requirements? 

It was determined that should charter hold-
ers be required to submit financial reports to 
the Department that are not specified in R7-
5-501(H), the Board would amend its rules 
to reflect the new report(s), as applicable. 

Subsections (H)(1) and (H)(2) were 
deleted and R7-5-501(H) was amended to 
remove “or any subsequent new financial 
report required to be submitted to the 
Department”.

An area of “great concern [is] the financial 
reports that schools must now provide.”

Based on lessons learned during the first 
year of implementation, this rulemaking 
includes revisions to the financial submis-
sion requirements [see A.A.C. R7-5-101 
and A.A.C. R7-5-402(K)]. 

No change.
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12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class
of rules. When applicable, matters shall include, but not be limited to:

None
a. Whether the rule requires a permit, whether a general permit is used and if not, the reasons why a general

permit is not used:
Not applicable

b. Whether a federal law is applicable to the subject of the rule, whether the rule is more stringent than the fed-
eral law and if so, citation to the statutory authority to exceed the requirements of federal law:

Not applicable

c. Whether a person submitted an analysis to the agency that compares the rule’s impact of the competitive-
ness of business in this state to the impact on business in other states:

No analysis was submitted.

13. A list of any incorporated by reference material and its location in the rule:
None

14. Whether the rule was previously made, amended, repealed or renumbered as an emergency rule. If so, the
agency shall state where the text changed between the emergency and the exempt rulemaking packages:

None of the rules in this rulemaking was made, amended, or repealed as an emergency rule.

“When we signed our Charter Contract 25 
years ago we promised to provide the best 
education we could for the children that we 
served. We set up the school as a nonprofit 
entity and suddenly 24 years later we were 
put on probation for not having a surplus of 
funds. This in my opinion is unethical. Over 
the past 25 years despite the fact that my 
husband and I have not been able to save 
enough personally to cover 1 month of 
school payrolls, we have always paid our 
school bills.”

Although the comment falls outside of the 
matters addressed through the Board’s rules, 
it is true that, based on the fiscal year 2019 
audit, the charter holder received an “Inter-
vention” rating. However, the charter 
holder’s efforts in fiscal year 2020 were 
acknowledged when the charter holder 
received a “Not on Probation” determina-
tion based on its June 30, 2020 quarterly 
financial report. 

No change. In the coming months, the 
Board will likely be considering possible 
phased-in changes to the financial frame-
work measures. Please monitor the 
Board’s newsletter for public comment 
opportunities. The Board welcomes feed-
back on specific ways to improve its 
financial framework.

“Schools like ours need your help and not 
your censure. It is bad enough that charter 
schools are given less funding than district 
schools but your system of online reporting, 
where one wrong click can mean a costly 
mistake that may not be noticed for years, 
your complaint system where anybody can 
allege a misdeed without providing any 
proof, and especially your financial frame-
work requires has made a difficult job even 
worse. We are so happy that you are looking 
into these matters. Perhaps improvements 
can be made.”

Based on lessons learned during the first 
year of implementation, this rulemaking 
includes revisions to the financial frame-
work. 
Although the online system comment falls 
outside of the matters addressed through the 
Board’s rules, the Board recognizes the 
shortfalls of ASBCS Online and is consider-
ing ways to improve its online interfaces. 
The Board has submitted a budget request 
for this upcoming legislative session seek-
ing additional funds to overhaul its online 
system.
The complaint process comment falls out-
side of this rulemaking’s provisions. 

No change to the rules regarding the 
financial framework and ASBCS Online 
references. In the coming months, the 
Board will likely be considering possible 
phased-in changes to the financial frame-
work measures. Please monitor the 
Board’s newsletter for public comment 
opportunities. The Board welcomes feed-
back on specific ways to improve its 
financial framework.
A separate rulemaking addresses the 
Board’s complaint process.

“First of all the intervention standing of a 
charter school creates a lot of work for both 
charter holders and charter board staff, so it 
would make sense that a school be in finan-
cial danger to be classified as ‘Intervention’. 
The Adjusted Net Income metric meets this 
threshold in my opinion with the -5% reve-
nue standard.”

Although the comment falls outside of the 
matters addressed through the Board’s rules, 
the Board appreciates the support for the 
Adjusted Net Income (“ANI”) measure’s 
rating thresholds.

No change.

“However, the Lease Adjusted Debt Service 
Coverage Rational contradicts the Adjusted 
Net Income metric by making sure that all 
charters that have no debt and have any net 
loss (even $1) will be classified as Below 
Standard. Despite ours with no debt and a 
strong financial cash reserve will be classi-
fied as Below Standard with even a minimal 
loss on the year. This does not indicate the 
level of financial weakness that should 
require an intervention standing and the 
Charter Board indicates that it agrees with 
that assessment with the Adjusted Net 
Income metric that would catch any signifi-
cant loss on the year.”

Although the comment falls outside of the 
matters addressed through the Board’s rules, 
the following analysis has been provided: 
The Lease Adjusted Debt Service Coverage 
Ratio (“LADSCR”) and ANI measures 
focus on different financial aspects. While 
the LADSCR is designed to determine if a 
charter holder can reasonably meet its facil-
ity and debt obligations from its operational 
income streams, the ANI metric is more a 
measurement of overall operational effi-
ciency. Both measures have three rating lev-
els to allow for nuanced consideration of 
those charter holders that do not attain the 
“meets” threshold rather than automatic 
placement of these charter holders in inter-
vention.

No change. In the coming months, the 
Board will likely be considering possible 
phased-in changes to the financial frame-
work measures. Please monitor the 
Board’s newsletter for public comment 
opportunities. The Board welcomes feed-
back on specific ways to improve its 
financial framework.
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15. The full text of the rules follows:

TITLE 7. EDUCATION
CHAPTER 5. STATE BOARD FOR CHARTER SCHOOLS

ARTICLE 1. GENERAL PROVISIONS
Section
R7-5-101. Definitions

ARTICLE 2. APPLICATION FOR A NEW CHARTER; APPLICATION FOR CHARTER REPLICATION
Section
R7-5-201. Application for a New Charter

ARTICLE 3. POST-CHARTER ACTIONS
Section
R7-5-301. Application for Charter Renewal; Early Renewal of Charter
R7-5-302. Charter Transfer Application
R7-5-303. Charter Amendment Requests

ARTICLE 4. MINIMUM PERFORMANCE EXPECTATIONS
Section
R7-5-402. Minimum Financial Performance Expectations
R7-5-403. Minimum Operational Performance Expectations

ARTICLE 5. CHARTER SUPERVISION
Section
R7-5-501. General Supervision 
R7-5-503. Annual Academic Performance Review
R7-5-504. Annual Audit and Financial Performance Review
R7-5-509. Financial Intervention Submissions

ARTICLE 1. GENERAL PROVISIONS
R7-5-101. Definitions
In this Chapter, the following definitions apply:

“Academic performance dashboard” means color-coded graphics that represent a charter school’s academic performance by measure
for the three most recent fiscal years and identifies whether the schools operated by the charter holder meet the minimum academic
performance expectations.
“Academic Performance Framework” means a document publicly available and posted on the Board’s web site that sets forth the
minimum academic performance expectations for charter schools, measures of progress towards meeting the expectations, and conse-
quences of failing to meet the expectations.
“Accounting industry regulatory body” means any state or federal regulatory body that has authority to discipline a certified public
accountant or audit firm.
“Administrative completeness review time frame” means the number of days from the Board’s receipt of a submission for Board con-
sideration until the Board staff determines whether the submission contains all components and is formatted as required by statute and
rule. 
“Annual application cycle” means the process the Board conducts each year to receive and review new charter application packages
and grant or deny a charter.
“Applicant” means a person that applies to the Board for a new charter.
“Application” means the Board-approved forms and instructions used by an applicant or charter holder to apply for a new charter,
transfer a charter as provided under R7-5-302(A)(1), transfer a charter school as provided under R7-5-302(A)(2), or renew or repli-
cate a charter sponsored by the Board.
“Application package” means an application form, narratives, and documents, including exhibits and attachments, submitted by an
applicant or charter holder.
“ASBCS Online” means the Board’s web-based interface, which is accessible through the web site of the Arizona State Board for
Charter Schools.
“Audit” means a charter holder’s annual audit required under A.R.S. § 15-914.
“Audit contract” means an engagement letter provided by an audit firm that describes the terms of a contract between a charter holder
and the audit firm.
“Authorized representative” means an individual with the power to bind an applicant contractually according to the applicant’s Arti-
cles of Incorporation, operating agreement, or by-laws.
“Board” means the Arizona State Board for Charter Schools.
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“CAP” means corrective action plan.
“Charter” means a contract between a person and the Board to operate a charter school under A.R.S. § 15-181 et seq.
“Charter holder” means a person that enters into a charter with the Board.
“Charter representative” means an individual with the power to bind a charter holder contractually according to the charter holder’s
Articles of Incorporation, operating agreement, or by-laws and is the point of contact with the Board for the purposes of communica-
tion and accountability to charter terms and conditions.
“Charter school” has the meaning specified at A.R.S. § 15-101.
“Date of notice” means the date on which an electronic notification is sent by the Board to an applicant or charter holder through the
authorized representative or charter representative.
“Day” means a business day.
“Demonstration of sufficient progress” means the process for a charter holder to show the charter holder is making progress towards
achieving the minimum academic performance expectations specified in the Academic Performance Framework.
“Department” means the Arizona Department of Education.
“Education Service Provider” means an organization that contracts with or has a governance relationship with an applicant or charter
holder to provide academic services, administrative services or both. These organizations may also be commonly referred to as Char-
ter Management Organizations or Education Management Organizations.
“Financial performance dashboard” means a color-coded graphic that represents a charter holder’s financial performance by measure
for the most recent audited fiscal years and identifies whether the charter holder’s financial performance meets the minimum financial
performance expectations.
“Financial Performance Framework” means a document publicly available and posted on the Board’s website, and incorporated
herein by reference, that sets forth the minimum financial performance expectations for charter holders, measures of performance,
and consequences of failing to meet the expectations.
“Fiscal year” means the 12-month period beginning July 1 and ending June 30.
“Initial financial response” means the first response submitted to the Board by a charter holder assigned a summative financial perfor-
mance rating of “Intervention” under R7-5-402. In its response, the charter holder must:

Provide the charter holder’s annual revenue and expense budget for the fiscal year that begins on the July 1 following the fiscal
year end of the most recent audit conducted under R7-5-504 and the charter holder’s budget for each quarter in the fiscal year;
Provide a quarterly financial report for each applicable quarter as defined in R7-5-509(B)(C)(3);
Provide a schedule of debt and lease obligations and the current outstanding balances for each;
Summarize the factors that caused or contributed to the charter holder’s financial performance in the audited fiscal year; and 
Summarize the specific actions taken or being taken to improve the charter holder’s financial performance in the fiscal year that
begins on the July 1 following the fiscal year end of the most recent audit conducted under R7-5-504.

“Initial probation financial response” means the first response submitted to the Board by a charter holder assigned a summative finan-
cial performance rating of “Intervention” under R7-5-402 based on the next audit conducted under R7-5-504 following the charter
holder being identified as “On Probation” pursuant to R7-5-402(G), (H) or (I). In its response, the charter holder must:

Provide the charter holder’s annual revenue and expense budget for the fiscal year that begins on the July 1 following the fiscal
year end of the most recent audit conducted under R7-5-504; and
Provide a quarterly financial report for each applicable quarter as defined in R7-5-509(C)(3).

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

An unaudited balance sheet (statement of financial position) that identifies the charter holder’s results at June 30 and the charter
holder’s unrestricted and restricted cash balances. Minimally, the charter holder’s restricted cash balance must include the char-
ter holder’s unspent Classroom Site Fund monies;
An unaudited income statement (statement of activities) that identifies the charter holder’s results for the year ended June 30;
The charter holder’s revenue and expense budget that includes compares year-to-date actual results versus budgeted results for
the quarter ending through for the year ended June 30 to the charter holder’s annual budget and, for each line item, identifies the
percentage of the annual budget represented by the actual results; and
The charter holder’s calculation of its performance on all six of the Financial Performance Framework’s Framework measures,
including all figures used in the mathematical calculations;.
If not specifically listed on the unaudited income statement (statement of activities), accounting system reports or lease and debt
schedules identifying, as applicable, the facility lease expense and interest expense paid by the charter holder for the fiscal year
and used in the charter holder’s lease adjusted debt service coverage ratio calculation; and
Accounting system reports or debt schedules identifying, as applicable, the bond, loan and capital lease principal paid by the
charter holder for the fiscal year and used in the charter holder’s lease adjusted debt service coverage ratio calculation.

“Operational performance dashboard” means a color-coded graphic that represents a charter holder’s operational performance by
measure for up to the five most recent fiscal years and identifies whether the charter holder’s operational performance meets the min-
imum operational performance expectations. 
“Operational Performance Framework” means a document publicly available and posted on the Board’s web site that sets forth the
minimum operational performance expectations for charter holders, measures of performance, and consequences of failing to meet
the expectations. 
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“Overall time frame” means the number of days after receipt of a submission for Board consideration until the Board decides whether
to grant or deny the request contained in the submission. The overall time frame consists of both the administrative completeness
review time frame and the substantive review time frame.
“Peer review” means an external quality-control review, required by generally accepted government auditing standards, which deter-
mines whether an audit firm’s internal quality-control system exists, is operating effectively, and provides assurance that established
policies and procedures and applicable auditing standards are being followed.
“Performance expectations” means the minimum academic, financial, and operational performance expectations established by the
Board.
“Person” means an individual, partnership, corporation, association, or public or private organization of any kind.
“Principals” means the officers, directors, members, partners, or board of an applicant or charter holder.
“Quarterly financial report” means the report for the quarters ending September 30, December 31 and March 31 submitted to the
Board by a charter holder assigned a summative financial performance rating of “Intervention” under R7-5-402. In each quarterly
report, the charter holder must include:

An unaudited balance sheet (statement of financial position) that identifies the charter holder’s results at the quarter end date and
the charter holder’s unrestricted and restricted cash balances. Minimally, the charter holder’s restricted cash balance must
include the charter holder’s unspent Classroom Site Fund monies;
An unaudited income statement (statement of activities) that identifies the charter holder’s results year-to-date for through the
quarter end date;
The charter holder’s revenue and expense budget for the applicable quarter that includes compares year-to-date actual results
through the quarter end date to the charter holder’s annual budget versus budgeted results and, for each line item, identifies the
percentage of the annual budget represented by the actual results; and 
The charter holder’s calculation of its performance on the default, unrestricted days liquidity, adjusted net income and average
daily membership measures, including all figures used in the mathematical calculations.

“Serious impact finding” means an issue identified by the Board that the Board believes has or potentially has a detrimental impact on
the operation of the charter school or students, such as threat to the health and safety of children, failure to meet the academic needs
of children, gross violation of generally accepted accounting principles that increases the opportunity for fraud or theft, or repeated
issues of noncompliance.
“Substantive review time frame” means the number of days after a submission for Board consideration is determined to be adminis-
tratively complete until the Board decides whether to grant or deny the request contained in the submission.
“Sufficiently qualified” means the Board’s determination that an applicant’s knowledge, experience, qualifications, current and prior
charter compliance, capacity, personal and professional background, and creditworthiness indicate an ability to implement a charter
or operate a charter school in accordance with federal and state law and the performance expectations established by the Board.
“Supervising certified public accountant” means the certified public accountant responsible for leading the audit of a charter school or
signing the final audit report.
“Technical Review Panel” means individuals approved by the Executive Director of the Board who use their expertise in charter
school development, curriculum, and finance to assist the Executive Director by conducting a preliminary evaluation of an applica-
tion package.

ARTICLE 2. APPLICATION FOR A NEW CHARTER; APPLICATION FOR CHARTER REPLICATION
R7-5-201. Application for a New Charter
A. By March 31 of each year, the Board shall approve and make available on ASBCS Online the Board’s web-based interface an appli-

cation for a new charter for a specified annual application cycle.
B. A person that wants to establish a charter school shall submit a complete application package by the submission deadline identified in

the application. 
C. A person may submit a complete application package by using:

1. The web-based application wizard on ASBCS Online the Board’s website; or
2. An alternative submission process. Before using an alternative submission process, the person shall hand deliver or mail a

signed, notarized waiver request to the Board, in the form and by the waiver deadline identified in the application, and shall
waive the right to have the Board consider an application package submitted through ASBCS Online the Board’s web-based
interface during the same annual application cycle. The Board shall not accept an application package through the alternative
submission process unless a waiver request has been submitted by the waiver deadline and acknowledged as timely by the
Board.

D. An applicant for a new charter shall ensure the submitted application package contains all the information, materials, documents, and
attachments identified in the application and A.R.S. § 15-183(A), including the new charter application processing fee specified
under R7-5-202, and is in the format specified in the application.

ARTICLE 3. POST-CHARTER ACTIONS
R7-5-301. Application for Charter Renewal; Early Renewal of Charter
A. The Board shall make available on its web site instructions regarding eligibility and submission requirements for renewal and early

renewal of a charter.
B. A charter holder shall submit to the Board electronically through ASBCS Online the Board’s web-based interface the renewal appli-

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

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

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

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

F. The Board shall not consider a renewal application package that is not submitted by the date specified in subsection (E). 
G. As part of the charter renewal process, Board staff shall conduct an academic-systems-review site visit, as described in R7-5-506, of

the charter holder.
H. The Board shall notify a charter holder of the Board’s decision to renew or deny renewal of the charter at least 12 months before the

charter is scheduled to expire.
I. As specified under A.R.S. § 15-183(I), the Board may deny renewal of a charter if the Board determines the charter holder failed to

meet or make sufficient progress toward the academic performance expectations or failed to meet the operational performance expec-
tations specified in Article 4, meet the financial performance expectations specified in Article 4, complete the obligations of the char-
ter, or comply with federal or state law or this Chapter. If the Board denies renewal of a charter, Board staff shall provide written
notice to the charter holder that includes the information required under A.R.S. § 41-1092.03(A).

J. A charter holder is eligible to apply for early renewal of the charter if the charter holder:
1. Submits to the Board a letter of intent to apply for early renewal at least 24 months before the charter is scheduled to expire;
2. Has operated a school under the charter for at least five years;
3. Meets the performance expectations specified in Article 4; and
4. Had no compliance matters within the last three years that required action by the Board or other governmental entity.

K. Within 15 days after receiving a letter of intent to apply for early renewal under subsection (J)(1), Board staff shall provide written
notice to the charter holder of whether the charter holder is eligible to apply for early renewal and, if eligible, shall provide the charter
holder with the renewal application referenced in subsection (D).

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

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

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

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

R7-5-302. Charter Transfer Application
A. A charter transfer application may be used to do either of the following:

1. Transfer a charter to the Board; or
2. Transfer a charter school that has operated under an existing charter for at least three years to its own charter with the same edu-

cational program and financial and operational processes.
B. The Board shall make available on its web site instructions regarding eligibility and submission requirements for transfers specified

under subsection (A).
C. A charter holder that intends to transfer as specified under subsection (A) shall submit to the Board a letter of intent to transfer.
D. Within 15 days after receiving a letter of intent to transfer, Board staff shall provide written notice to the charter holder of whether the

charter holder may apply for transfer.
E. A charter holder eligible to transfer under subsection (D) shall submit to the Board a paper charter transfer application package until

electronic submission through ASBCS Online the Board’s web-based interface is available. After electronic submission through
ASBCS Online the Board’s web-based interface is available, the Board shall not accept a paper submission.

F. For a transfer to occur on July 1, a charter holder shall submit the letter of intent to transfer by the last business day of November of
the prior fiscal year and the transfer application package by the last business day of February of the prior fiscal year.

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

H. As required under A.R.S. § 41-1073, the Board establishes the following time frames for approving or disapproving a charter transfer:
1. Administrative review time frame: 15 days;
2. Substantive review time frame: 60 days; and
3. Overall time frame: 75 days.

R7-5-303. Charter Amendment Requests
A. A change to a charter requires the consent of both the Board and charter holder. To obtain the Board’s consent to a change to a charter,

the charter holder shall submit a charter amendment request to the Board.
B. A charter holder shall not act in a manner contrary to the terms of the charter without obtaining the Board’s prior consent to the

change.
C. The Board shall make available on its web site instructions regarding eligibility and submissions requirements for each amendment

request listed under subsection (D).
D. The Board shall accept requests for the following charter amendments:

1. Add or remove a grade level to a charter;
2. Addition of or change to an Arizona Online Instruction Program of Instruction; as expressly authorized under A.R.S. § 15-

183(X), the Board shall charge a non-refundable processing fee of $3,000 for each grade category involved in the charter amend-
ment request;

3. Change in charter holder entity name;
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4. Change in legal status of the charter holder;
5 Change of entity that holds the charter;
6. Change in charter mission;
7. Increase or decrease the number of annual instructional days;
8. Change in program of instruction including methods of instruction, criteria for promotion, and graduation requirements;
9. Exception from state procurement requirements;
10. Exception from the Uniform System of Financial Records for Charter Schools;
11. Change charter holder governance;
12. Change the mailing or physical address of the charter holder;
13. Change charter representative;
14. Increase or decrease the number of students the charter holder may serve;
15. Add a charter school to an existing charter;
16. Close a charter school under an existing charter;
17. Change membership of a charter school governing body;
18. Change the name of a charter school;
19. Change the mailing or physical address of a charter school;
20. Increase or decrease the grades served at a particular charter school; and
21. Transfer of a charter school from the current charter to another existing charter with the same educational program and financial

and operational processes.
E. A charter holder shall submit an amendment request listed under subsection (D) to the Board electronically through ASBCS Online

the Board’s web-based interface. The Board shall not accept a paper amendment request unless agreed to by Board staff and the char-
ter holder before the amendment request is submitted.

F. As required under A.R.S. § 41-1073, the Board establishes the following time frames for approving or disapproving a charter amend-
ment request:
1. Administrative review time frame: 20 days;
2. Substantive review time frame: 40 days; and
3. Overall time frame: 60 days.

G. To determine the date on which the Board will approve or disapprove an amendment request listed under subsection (D), the charter
holder shall consult the Board’s meeting and submission-deadline schedule, which is posted on the Board’s website and ASBCS
Online the Board’s web-based interface.

H. The Board shall provide the charter holder at least 72-hours’ written notice of the date, time, and location of the Board meeting at
which the Board will consider the charter holder’s administratively and substantively complete amendment request. The charter
holder shall attend the Board meeting.

I. The Board has delegated to staff authority to approve charter amendment requests listed under subsection (D) for which the standards
for approval can be applied without the exercise of discretion.

ARTICLE 4. MINIMUM PERFORMANCE EXPECTATIONS
R7-5-402. Minimum Financial Performance Expectations
A. The Board shall assess a charter holder’s achievement of the minimum financial performance expectations using data contained in the

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

a. During the five-year-interval review required under A.R.S. § 15-183(I);
b. When considering a charter contract renewal request submitted by the charter holder;
c. Upon receipt of information that a charter school operated by the charter holder failed to meet the minimum academic per-

formance expectations for three consecutive years;
d. Upon receipt of information that a charter school operated by the charter holder has been assigned a letter grade of “F” by

the Department; and
e. When making a decision related to the charter holder’s achievement of the minimum academic performance expectations or

compliance with its charter, other contractual agreements with the Board, federal and state law, and this Chapter.
B. The Board shall annually assign a charter holder a summative financial performance rating, based on measures specified in the Finan-

cial Performance Framework.
1. The Board shall assign a summative financial performance rating of “Good Standing” if the charter holder receives no measures

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

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

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

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

ent financial performance dashboard.
D. A charter holder assigned a summative financial performance rating of “Intervention” based on the most recent audit conducted under

R7-5-504 is not eligible to submit to the Board an expansion request specified in R7-5-402(C)(1)-(7).
E. The Board shall require a charter holder assigned a summative financial performance rating of “Intervention” based on the most

recent audit conducted under R7-5-504 to prepare the financial intervention submissions as described in R7-5-509.
F. The Board shall determine that a charter holder assigned a summative financial performance rating of “Intervention” is “Not on Pro-

bation” if, after Board staff’s review of the charter holder’s submissions made under R7-5-509 and R7-5-501(C), all the following are
true:
1. Notwithstanding subsection (F)(3), the going concern measure received a rating of “meets standard” based on the most recent

audit conducted under R7-5-504.
12. The measure or measures rated “below standard” based on the most recent audit conducted under R7-5-504 will likely improve

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

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

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

45. Since Board staff made the determination in R7-5-509(D)(E) or R7-5-509(F), the charter holder has not been required to make
any submissions under R7-5-501(C).

G. The Board shall determine that a charter holder assigned a summative financial performance rating of “Intervention” is “On Proba-
tion” if, after Board staff’s review of the charter holder’s submissions made under R7-5-509 and R7-5-501(C), one or more of the fol-
lowing are true:
1. The going concern measure received a rating of “below standard” on the most recent audit conducted under R7-5-504.
12. One or more of the measures rated “below standard” based on the most recent audit conducted under R7-5-504 will likely con-

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

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

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

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

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

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

J. The Board shall determine that a charter holder meets the minimum financial performance expectations if the charter holder:
1. Receives a summative financial performance rating of “Good Standing” or “Adequate Standing” based on the most recent audit

conducted under R7-5-504; or
2. Receives a determination of “Not on Probation” under subsection (F).

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

formance expectations;
2. Shall be required, subject to the exception set forth in subsection (K)(4), to submit to the Board a financial action plan by Octo-

ber 30 that:
a. Details the specific steps being taken by the charter holder to improve its financial performance in the fiscal year that

begins on the July 1 following the June 30 quarterly financial report,
b. Identifies the milestones the charter holder will use throughout the fiscal year to benchmark its performance against, and
c. Has been developed and approved by the charter holder’s governing board; and

3. Shall be required to submit quarterly financial reports to the Board until the Board receives the charter holder’s next audit con-
ducted under R7-5-504.; and
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4. Shall not be required to submit a financial action plan if the Board has received the charter holder’s next audit conducted under
R7-5-504 by no later than October 25 and based on the next audit the charter holder will be assigned a summative financial per-
formance rating of “Good Standing” or “Adequate Standing.”

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

performance expectations; and
2. Shall be required to submit to the Board with its initial probation financial response a financial action plan that:

a. Details the specific steps being taken by the charter holder to improve its financial performance in the fiscal year that
begins on the July 1 following the June 30 quarterly financial report,

b. Identifies the milestones the charter holder will use throughout the fiscal year to benchmark its performance against, and
c. Has been developed and approved by the charter holder’s governing board.

M. Board staff shall report to the Board at a public meeting the audited year performance and June 30 quarterly financial report perfor-
mance by measure for each charter holder that does not meet the Board’s minimum financial performance expectations under subsec-
tion (K).

N. Board staff shall report to the Board at a public meeting the audited year performance, June 30 quarterly financial report performance
and next audited year performance by measure for each charter holder that does not meet the Board’s minimum financial performance
expectations under subsection (L).

NO. If a charter holder fails to submit or fails to timely submit timely a complete financial action place as the information required by sub-
sections (K)(2), (K)(3) or (L)(2) by the specified deadline, Board staff shall:the failure shall be noted in the charter holder’s opera-
tional performance dashboard posted on ASBCS Online.
1. Provide written notice to the charter holder that includes the reason for the finding and provides a three-day window for the char-

ter holder to submit a complete financial action plan.
2. If the charter holder does not submit a complete financial action plan to the Board within the window identified in subsection

(O)(1), note the charter holder’s failure on its operational performance dashboard and provide written notice to the charter holder
of the deadline by which a complete financial action plan must be received to avoid charter oversight as specified in Article 6.

P. If a charter holder fails to submit or timely submit a complete quarterly financial report required by subsection (K)(3) by the specified
deadline, Board staff shall:
1. Provide written notice to the charter holder that includes the reason for the finding and identifies the one-day deadline by which

a complete quarterly financial report must be received to avoid charter oversight as specified in Article 6.
2. Note the failure identified in subsection (P) on the charter holder’s operational performance dashboard.

Q. If a charter holder assigned a summative financial rating of “Intervention” under subsection (B)(3) fails to timely submit its next audit
conducted under R7-5-504, Board staff shall report the charter holder’s intervention status to the Board when the Board considers
action under R7-5-504(E).

R7-5-403. Minimum Operational Performance Expectations
A. The Board shall assess a charter holder’s achievement of the minimum operational performance expectations. To avoid duplicative

reporting burdens, the Board shall use data collected from a variety of sources that reflect on the charter holder’s compliance with the
charter contract, other contractual agreements with the Board, federal and state law, and this Chapter.
1. The Board may assess a charter holder’s achievement of the minimum operational performance expectations at any time.
2. The Board shall assess a charter holder’s achievement of the minimum operational performance expectations:

a. When considering the following submitted by the charter holder:
i. An application for a new charter;
ii. An application to transfer a charter school from an existing charter contract to a separate charter contract;
iii. A request to change the legal status of the charter holder;
iv. A request to change the entity that holds the charter; or
v. A request to change program of instruction including methods of instruction, criteria for promotion, or graduation

requirements;
b. When considering an expansion request submitted by the charter holder to:

i. Add a new charter school to an existing charter,
ii. Add one or more grade levels to a charter,
iii. Increase the number of students the charter holder may serve,
iv. Add an Arizona Online Instruction program, or
v. Replicate an existing charter;

c. During the five-year-interval review required under A.R.S. § 15-183(I); 
d. When considering an application for charter renewal submitted by the charter holder;
e. Upon receipt of information that a charter school operated by the charter holder failed to meet the minimum academic per-

formance expectations for three consecutive years; and
f. Upon receipt of information that a charter school operated by the charter holder has been assigned a letter grade of “F” by

the Department.
B. The Board shall annually assign a charter holder an overall operational performance rating based on the measures specified in the

Operational Performance Framework, which reflect the degree to which the charter holder achieved the minimum operational perfor-
mance expectations. The Board shall make each charter holder’s operational performance dashboard publicly available on the
Board’s website and post it on ASBCS Online.

C. The Board shall determine a charter holder meets the minimum operational performance standard if the charter holder receives no
measure rated “falls far below standard” and no more than five measures rated “does not meet standard” for the evaluated year.
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D. The Board shall determine a charter holder meets the minimum operational performance expectations if the charter holder receives an
overall rating of “meets the Board’s operational performance standard” in both of the two most recent years for which an overall rat-
ing was calculated and has no measure rated “falls far below standard” in the current year.

E. The Board shall determine a charter holder does not meet the minimum operational performance expectations if the charter holder
receives an overall rating of “does not meet the Board’s operational performance standard” in at least one of the two most recent years
for which an overall rating was calculated or has at least one measure rated “falls far below standard” in the current year.

F. If the Board determines a charter holder does not meet the minimum operational performance expectations, the Board shall consider
charter oversight under Article 6.

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

1. Comply with the provisions of its charter, contractual agreements with the Board, federal and state laws, and this Chapter; and
2. Meet the minimum performance expectations specified in Article 4.

B. The Board may supervise a charter holder’s compliance with subsection (A) using any of the following means:
1. Oral or written communication with:

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

authority to investigate or adjudicate allegations of misconduct by any member of the charter school’s staff; 
2. Collection and review of reports, audits, data, records, documents, files, and communication from any source relating to any

activity or program conducted by or for the charter school; 
3. A site visit as described in R7-5-502;
4. Annual academic performance review as described in R7-5-503;
5. Annual audit and financial performance review as described in R7-5-504 and, if necessary, the financial intervention submis-

sions as described in R7-5-509;
6. Operational performance review as described in R7-5-505; 
7. Five-year-interval review of academic, financial, and operational performance, as described in R7-5-506; and
8. Complaints as described in R7-5-507.

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

Department of Economic Security regarding a tax lien, levy or garnishment;
4. Correspondence from an insurance provider related to cancellation of health or liability insurance due to nonpayment;
5. Notice of termination of line of credit whether initiated by financial institution or charter holder when replacement credit line is

not in effect; or
6. Withdrawals from debt service reserve funds.

D. By September 1 of each year, each charter holder must notify the Board, in writing, of whether they have an agreement or contract
with an Education Service Provider for the current school year. If the charter holder has an agreement or contract with an Education
Service Provider, then the charter holder must provide:
1. The name of the Education Service Provider; and
2. A written statement describing the services provided to the charter holder’s charter school or schools by the Education Service

Provider.
E. Each charter school must conspicuously and permanently post a link on its website to the charter school’s academic performance

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

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

G. If the specified deadline has not passed, Board staff may grant a charter holder an extension to submit a CAP or other response
required under subsection (C), subsection (D), subsection (E), R7-5-402(K)(2), R7-5-502(G), R7-5-504(G)(H)(1), R7-5-505(D), R7-
5-505(E), R7-5-506(B)(2), R7-5-507(C), R7-5-509(B)(C), or R7-5-509(F)(I). In determining whether to grant an extension, Board
staff shall consider the following, as applicable:
1. Whether the charter school at issue was in session when the Board provided notice to the charter holder; 
2. Whether the charter school at issue was in session during the period provided in the notice for the charter holder to respond to

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

H. If the Department notifies the Board that a charter holder has failed to timely submit, to the Department, the adopted budget, annual
financial report, classroom site project narrative results summary, school-level reporting form, food service annual financial report or
results-based funding expenditure report or their successor reports, then Board staff shall note such failure on the charter holder’s
operational performance dashboard. The charter holder may be subject to charter oversight as specified in Article 6.

R7-5-503. Annual Academic Performance Review
A. When the Department releases the annual achievement profile under A.R.S. § 15-241, the Board shall:

1. Calculate an overall academic rating for each charter school sponsored by the Board using the Academic Performance Frame-
work, and
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2. Make the annual overall academic performance dashboard publicly available on the Board’s website and post it on ASBCS
Online.

B. If the Board determines a charter holder does not meet the Board’s minimum academic performance expectations, as defined under
R7-5-401(D), the Board shall require the charter holder to demonstrate sufficient progress towards achieving the minimum academic
performance expectations.

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

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

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

a. A person employed by the audit firm has been convicted under federal or state law of a crime indicating lack of business
integrity or honesty;

b. The audit firm or supervising certified public accountant is subject to a current or pending disciplinary action or a regula-
tory action requiring the audit firm or supervising certified public accountant to complete conditions specified by an
accounting industry regulatory body;

c. The audit firm violates or fails to meet generally accepted auditing standards or generally accepted government auditing
standards as identified by an accounting industry regulatory body;

d. The audit firm receives an opinion of “fail” during the audit firm’s most recent peer review;
e. An auditor scheduled to work on the audit fails to meet the continuing professional education requirements prescribed by

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

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

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

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

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

E. A charter holder that fails to timely submit timely a complete audit may be subject to charter oversight as specified in Article 6.
F. Board staff shall review each audit deemed complete.
G. The Board shall annually calculate a performance rating for each charter holder using the Financial Performance Framework, the

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

H. Board staff shall send notice to a charter holder after the audit is reviewed unless the Board has been notified the charter holder will
not be operating during the next fiscal year. 
1. If the Board identifies an issue in the audit, Board staff shall direct the charter holder to address the issue and may require the

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

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

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

R7-5-509. Financial Intervention Submissions
A. Except as set forth in subsection (B), the The Board shall require a charter holder assigned a summative financial performance rating

of “Intervention” under R7-5-402 to prepare an initial financial response, quarterly financial reports and a June 30 quarterly financial
report.

B. For a charter holder identified as “On Probation” pursuant to R7-5-402(G), (H) or (I), the Board shall require a charter holder
assigned a summative financial performance rating of “Intervention” under R7-5-402 based on the next audit conducted under R7-5-
504 to prepare an initial probation financial response, quarterly financial reports and a June 30 quarterly financial report.

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

cial response or initial probation financial response to the Board, and
3. The quarters that must be addressed in the charter holder’s initial financial response or initial probation financial response.
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a. If the written notice date is between October 1 and December 31, the initial financial response or initial probation financial
response must address the quarter ending September 30.

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

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

d. If the written notice date is after June 30, the initial financial response or initial probation financial response must address
the quarters ending September 30, December 31, March 31 and June 30.

CD. Board staff shall review the initial financial response and prepare a report on the initial financial response. Board staff’s report will
answer each of the following questions and briefly explain the basis for each answer:
1. Is there a sound explanation for why the charter holder underperformed on the Financial Performance Framework’s measures?
2. Did the charter holder perform at a level just below or well below the Financial Performance Framework’s measure targets?
3. In what direction is the charter holder’s financial health heading?
4. Do the charter holder’s proposed or implemented actions address the problems that contributed to or caused the charter holder’s

underperformance on the Financial Performance Framework’s measures and are they realistic to implement?
DE. For each charter holder that submitted an initial financial response, Board staff shall place the charter holder in the intervention tier

that aligns with the following criteria:
1. If the charter holder’s financial performance dashboard based on the most recent audit conducted under R7-5-504 indicates a rat-

ing of “below standard” for the going concern or default measure and indicates a rating of “approaches standard” on zero or
more measures, then the charter holder shall be placed in intervention tier 1, except as set forth in notwithstanding subsection
(D)(E)(5).

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

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

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

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

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

only one other measure based on the most recent audit conducted under R7-5-504.
6. If the charter holder was required to submit a corrective action under R7-5-504(H)(1) based on the most recent audit conducted

under R7-5-504 for failure to pay taxes or contributions due to the Internal Revenue Service, Arizona Department of Revenue,
Arizona Department of Economic Security or Arizona State Retirement System, failure to have sufficient cash at June 30 to
cover the charter holder’s unspent Classroom Site Fund balance, or failure to maintain worker’s compensation insurance or lia-
bility insurance, then the charter holder shall be placed in intervention tier 1.

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

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

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

F. For each charter holder that submitted an initial probation financial response, Board staff shall place the charter holder in intervention
tier 1 and shall determine the applicability of the criteria specified in subsections (E)(6)-(E)(8) to the charter holder.

EG. Within 30 calendar days after receiving an initial financial response, Board staff shall provide the charter holder with written notice
that includes the following:
1. The charter holder’s intervention tier as determined under subsection (D)(E);
2. The quarterly financial report requirements and submission deadlines;
3. The availability of Board staff’s report specified in subsection (C)(D); and
4. Any differences identified between the calculations included by the charter holder in its initial financial response and those com-

pleted by Board staff.
H. Within 30 calendar days after receiving an initial probation financial response, Board staff shall provide the charter holder with writ-

ten notice that includes the following:
1. The charter holder’s intervention tier as determined under subsection (F);
2. The quarterly financial report requirements and submission deadlines; and



3258 Vol. 26, Issue 51 | Published by the Arizona Secretary of State | December 18, 2020

Notices of Final Exempt Rulemaking

3. Any differences identified between the calculations included by the charter holder in its initial probation financial response and
those completed by Board staff.

FI. The submission deadlines for quarterly financial reports submitted subsequent to the initial financial response or initial probation
financial response are as follows:
1. October 30 for the quarter ending September 30;
2. January 30 for the quarter ending December 31;
3. April 30 for the quarter ending March 31; and
4. July 30 August 15 for the quarter ending June 30.

GJ. For each quarterly financial report submitted subsequent to the initial financial response or initial probation financial response and
prior to the June 30 quarterly financial report and for each quarterly financial report submitted pursuant to R7-5-402(K)(3), Board
staff shall determine the charter holder’s current performance and compare Board staff’s results to the charter holder’s calculation
results. Within 30 calendar days of each quarterly financial report’s receipt, Board staff shall notify the charter holder in writing of:
1. The submission deadline for the next quarterly financial report; and
2. Any differences identified between the calculations completed by the charter holder and those completed by Board staff.

HK. Within 45 calendar days after receiving a June 30 quarterly financial report, Board staff shall:
1. Determine the charter holder’s probation status under R7-5-402(F)-(H);
2. Update the charter holder’s financial performance dashboard to reflect the charter holder’s probation status; and
3. Notify the charter holder of its probation status and, if applicable, the deadline for submitting the information identified in R7-5-

402(K)(2)-(3).
IL. Subject to the provision set forth in subsection (L)(1), for For each charter holder placed in intervention tier 1 under subsection (D)(E)

or subsection (F), Board staff shall visit each school operated by the charter holder to conduct a physical count of students and com-
pare the information observed and obtained onsite with the number of students reported to the Department. 
1. Should extraordinary circumstances preclude Board staff from completing one or more intervention tier 1 site visits, Board staff

shall:
a. Report to the Board at a public meeting the specific extraordinary circumstance and the number of site visits affected;
b. Propose an alternative method for conducting the intervention tier 1 site visits, request a waiver of one or more intervention

tier 1 site visits, or both; and
c. Provide at least 5 days’ public notice of the Board meeting identified in subsection (L)(1)(a).

2. Time permitting, Board staff may visit each school operated by a charter holder placed in intervention tier 2 under subsection
(D)(E).

JM. The charter holder’s initial financial response, initial probation financial response, quarterly financial reports and June 30 quarterly
financial report and Board staff’s report under subsection (C)(D) shall be posted on ASBCS Online made publicly available through
the charter holder’s financial performance dashboard.

KN. If a charter holder fails to submit or fails to timely submit timely a required initial financial response, initial probation financial
response, required quarterly financial report or June 30 quarterly financial report, Board staff shall note the failure shall be noted in on
the charter holder’s operational performance dashboard posted on ASBCS Online. The charter holder may be subject to charter over-
sight as specified in Article 6.

O. If a charter holder fails to submit a complete initial financial response or initial probation financial response by the specified deadline,
Board staff shall:
1. Provide written notice to the charter holder that includes the reason for the finding and provides a three-day window for the char-

ter holder to submit a complete initial financial response or initial probation financial response.
2. If the charter holder does not submit a complete initial financial response or initial probation financial response to the Board

within the window identified in subsection (O)(1), note the failure on the charter holder’s operational performance dashboard
and provide written notice of the deadline by which a complete initial financial response or initial probation financial response
must be received to avoid charter oversight specified in Article 6.

P. Subsequent to the initial financial response or initial probation financial response submission, if a charter holder fails to submit a
complete required quarterly financial report or June 30 quarterly financial report by the specified deadline, Board staff shall:
1. Provide written notice to the charter holder that includes the reason for the finding and identifies the one-day deadline by which

a complete quarterly financial report or June 30 quarterly financial report must be received to avoid charter oversight as speci-
fied in Article 6.

2. Note the failure identified in subsection (P) on the charter holder’s operational performance dashboard.


