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CAFA, Inc. - Entity ID 79971 
School: Learning Foundation 

 
Renewal Executive Summary 

 
I. Performance Summary 

Renewal application requirements are based upon the Charter Holder’s past performance as measured 
by the Board’s Academic, Financial, and Operational1 Performance Frameworks. The table below 
identifies areas for which the Charter Holder demonstrated acceptable performance. For “Acceptable” 
academic performance, the Charter Holder was waived from submission requirements for the renewal 
application. For “Not Acceptable” financial performance, the Charter Holder was required to submit 
additional information as part of the renewal application.  

Area Acceptable Not Acceptable 

Academic Framework ☒ ☐ 
Financial Framework ☐ ☒ 

Operational Framework ☒ ☐ 

 
II. Profile  

CAFA, Inc. operates one school, Learning Foundation, serving grades K–6 in Mesa. The graph below 
shows the Charter Holder’s actual 100th day average daily membership for fiscal years 2012–2016.  

 
 

  

                                                 
1 The Operational Performance Framework does not require additional submissions for charter holders that have 
“Not Acceptable” operational performance. 
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The academic performance of Learning Foundation is represented in the table below. The Academic 
Dashboard for the school can be seen in appendix: B. Academic Dashboard.  
 

School Name Opened Current 
Grades Served 

2012 Overall 
Rating 

2013 Overall 
Rating 

2014 Overall 
Rating 

Learning Foundation 08/18/2003 K–6 90.63/ A 88.75/ A 94.38/ A 

The demographic data for Learning Foundation from the 2014–2015 school year is represented in the 
chart below.2 

 
The percentage of students who were eligible for Free and Reduced Lunch, classified as English 
Language Learners, and classified as students with disabilities in the 2014-2015 school year is 
represented in the table below.3  

Category Learning Foundation 
Free and Reduced Lunch  81% 
English Language Learners  15% 
Special Education 7% 

 
CAFA, Inc. has not been brought before the Board for any items or actions in the past 12 months. 

III.  Success of the Academic Program 

The academic performance of the school operated by the Charter Holder meets the Board’s Academic 
Performance Expectations set forth in the Performance Framework adopted by the Board. Therefore, 
the Charter Holder was not required to submit a Demonstration of Sufficient Progress.  

  

                                                 
2 Information provided by the Research and Evaluation Division of the ADE.  
3 Information provided by the Research and Evaluation Division of the ADE. If the percentage of students in a non-ethnicity-
based demographic group is not reported or is 0% or 100%, the percentage for that demographic group was redacted. 
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IV. Viability of the Organization

The Charter Holder did not meet the Board’s Financial Performance Expectations based on the fiscal 
year 2013 and 2014 audits and was required to submit a Financial Performance Response. The table 
below includes the Charter Holder’s financial data and financial performance for the last three audited 
fiscal years and reflects the three charter contracts the Board has with CAFA, Inc. (“CAFA”). 

The Charter Holder’s Financial Performance Response has been provided in the meeting materials 
(appendix: D. Supplemented Financial Response).4 Staff’s final evaluation of the Financial Performance 
Response resulted in zero “Acceptable” and four “Not Acceptable” determinations (appendix: C. 
Financial Response Evaluation). An analysis of CAFA’s financial performance, focusing on those measures 

4 On March 21, 2016, Board staff emailed a copy of staff’s initial evaluation and provided a deadline by which the Charter 
Holder could supplement its Financial Performance Response to address areas evaluated as “Not Acceptable”. By the deadline, 
the Charter Holder submitted supplemental information. 

Statement of Financial Position 2015 2014 2013 2012

Cash $132,919 $293,824 $343,086 $307,999

Unrestricted Cash $132,919 $293,824 $343,086

Other Liquidity $0 - - 

Total Assets $763,326 $359,974 $436,820

Total Liabilities $1,567,361 $390,115 $102,349
Current Portion of Long-Term Debt & 
Capital Leases - - - 

Net Assets ($804,035) ($30,141) $334,471

Statement of Activities 2015 2014 2013

Revenue $9,532,154 $7,396,488 $5,268,044

Expenses $10,306,048 $7,761,100 $5,265,642

Net Income ($773,894) ($364,612) $2,402

Change in Net Assets ($773,894) ($364,612) $2,402

Financial Statements or Notes 2015 2014 2013

Depreciation & Amortization Expense $22,687 $14,691 $14,235

Interest Expense - - - 

Lease Expense $2,500,958 $1,470,580 $607,872

2015 2014 2013 3-yr Cumulative

Going Concern No No No N/A

Unrestricted Days Liquidity 4.71 13.82 23.78 N/A

Default No No No N/A

Net Income ($773,894) ($364,612) $2,402 N/A

Cash Flow ($160,905) ($49,262) $35,087 ($175,080)

Fixed Charge Coverage Ratio 0.70 0.76 1.03 N/A

Financial Data

Financial Performance

Near-Term Indicators

Susta inabi l i ty Indicators
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where CAFA failed to meet the Board’s target and using information from the Charter Holder’s Financial 
Performance Response and related documents, is provided below. 

Unrestricted Days Liquidity (UDL) 
Under its Gilbert charter contract, CAFA opened its newly constructed school, Learning Foundation and 
Performing Arts Warner (“Warner Campus”), in 2014. Unanticipated start-up costs, along with delays in 
construction, caused the Warner Campus to miss its enrollment target. In addition, CAFA purchased 
curriculum and textbooks for its Gilbert and Alta Mesa charter contracts to “adhere to our strategic plan 
for improving student achievement”. In 2015, the Gilbert charter relocated its Learning Foundation and 
Performing Arts Gilbert campus (“Gilbert Campus”), however it was unable to terminate its lease at its 
former site which resulted in the Gilbert charter having to pay both leases through 2016. For 2017, CAFA 
will reduce its lease expenses as it will no longer be required to pay its former Gilbert Campus lease. In 
addition, CAFA explained it is in the process of acquiring a bond to finance its Gilbert Campus which 
would likely result in reduced costs which should improve performance in 2017. 

Net Income 
The curriculum and textbook purchases, unanticipated start-up costs, and construction delays which 
impacted the UDL, also impacted net income. Based on CAFA’s renewal budget that incorporates the 
savings from the bond financing, CAFA anticipates positive net income in 2017. In the event that CAFA 
does not obtain the financing, the budget contains a contingency line item that would provide for 
positive net income in 2017. 

Fixed Charge Coverage Ratio (FCCR) 
CAFA explained, “The fixed coverage charge is primarily driven by our lease payments.” CAFA indicated 
it plans to reduce those costs due to savings from the vacated lease and acquiring bond financing for the 
Gilbert Campus. CAFA did not provide enough information to determine performance on its FCCR, but 
savings from financing should have a positive impact on its FCCR in 2017. 

Cash Flow 
CAFA indicated, “The curriculum purchases, new school start-up costs, and missing the targeted 
enrollment number were all dynamics that placed the charter holder in a difficult financial negative 
totaling $364,612 for fiscal year 2014 and carried over into fiscal years 2015 and 2016.” CAFA did not 
provide enough information to address its performance in 2017. 

 
V. Adherence to the Terms of the Charter 

For fiscal year 2015, the Charter Holder meets the Board’s Operational Performance Standard set forth 
in the Performance Framework adopted by the Board and, to date, has no measures rated as “Falls Far 
Below Standard” for the current fiscal year (appendix: A. Renewal Summary Review). 

VI. Board Options 

Option 1:  The Board may approve the renewal. Staff recommends the following language provided for 
consideration:   

Renewal is based on consideration of academic, fiscal and contractual compliance of the Charter Holder. 
With that taken into consideration as well as all information provided to the Board for consideration of 
this renewal application package and during its discussion with representatives of the Charter Holder, I 
move to approve the request for charter renewal and grant a renewal contract to CAFA, Inc. 

 



ASBCS, May 9, 2016                         Page 5 
 

 

Option 2: The Board may deny the renewal. The following language is provided for consideration:  

Based upon a review of the information provided by the representatives of the Charter Holder and the 
contents of the application package which includes the academic performance, the fiscal compliance, 
and legal and contractual compliance of the Charter Holder over the charter term, I move to deny the 
request for charter renewal and to not grant a renewal contract for CAFA, Inc. Specifically, the Charter 
Holder, during the term of the contract, failed to meet the obligations of the contract or failed to comply 
with state law when it: (Board member must specify reasons the Board found during its consideration.) 
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ARIZONa  STaTE  BOaRD  FOR  CHaRTER  ScHOOLs
Renewal Summary Review

Five-Year Interval Report Back to reports list

Interval Report Details

Report Date: 04/15/2016 Report Type: Renewal

Charter Contract Information

Charter Corporate Name: CAFA, Inc.
Charter CTDS: 09-87-49-000 Charter Entity ID: 79971

Charter Status: Open Contract Effective Date: 05/31/2002

Number of Schools: 1 Contractual Days:

Charter Grade Configuration: K-12 Learning Foundation: 180

FY Charter Opened: 2003 Contract Expiration Date: 05/30/2017

Charter Granted: 05/13/2002 Charter Signed: 05/24/2002

Corp. Type Non Profit Charter Enrollment Cap 1200

Charter Contact Information

Mailing Address: 4055 East Warner Rd
Gilbert, AZ, AZ 85296

Website: http://lfapa.org

Phone: 4806351900 Fax: 4806351906

Mission Statement: The mission of the Classics and Four Arts Academy Charter School is to assist and to involve
parents in their role as primary educators of their children by providing the children with a
classical academic education and an immersion in the four arts: theatre, music, visual arts, and
dance.

Charter Representatives: Name: Email: FCC Expiration Date:

1.) Ms. Evelyn Taylor learningfoundation@msn.com —

Academic Performance - Learning Foundation

School Name: Learning Foundation School CTDS: 09-87-49-002

School Entity ID: 81102 Charter Entity ID: 79971

School Status: Open School Open Date: 08/18/2003

Physical Address: 851 N. Stapley Drive
Mesa, AZ 85203

Website: http://LFAPA.ORG

Phone: 480-834-6202 Fax: 480-834-3991

Grade Levels Served: K-6 FY 2014 100th Day ADM: 169.809

Academic Performance Per Fiscal Year

Learning Foundation

2012
Traditional

Elementary School (K-6)

2013
Traditional

Elementary School (K to 6)

2014
Traditional

Elementary School (K to 6)

1. Growth Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

Hide Section

Hide Section

Hide Section

Hide Section

Hide Section
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1a. SGP
Math 69 100 25 69 100 25 71 100 12.5
Reading 66 100 25 67.5 100 25 70 100 12.5

1b. SGP Bottom 25%
Math NR 0 0 NR 0 0 79 100 12.5
Reading NR 0 0 NR 0 0 94.5 100 12.5

2. Proficiency Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

2a. Percent Passing
Math 79 /

64.6 75 7.5 76.3 / 65 75 7.5 81.5 /
64.6 75 7.5

Reading 87 /
77.5 75 7.5 89.5 /

77.8 75 7.5 90.8 / 78 100 7.5

2b. Composite School
Comparison

Math 15.2 100 7.5 14.8 75 7.5 24.1 100 7.5
Reading 9.1 75 7.5 13.4 75 7.5 18.5 100 7.5

2c. Subgroup ELL
Math NR 0 0 NR 0 0 NR 0 0
Reading NR 0 0 NR 0 0 NR 0 0

2c. Subgroup FRL
Math 76 /

55.2 75 7.5 73.5 /
56.2 75 7.5 81.4 /

54.7 75 7.5

Reading 85 /
70.1 75 7.5 88.2 /

70.2 75 7.5 89.8 /
70.1 75 7.5

2c. Subgroup SPED
Math NR 0 0 NR 0 0 NR 0 0
Reading NR 0 0 NR 0 0 NR 0 0

3. State Accountability Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

3a. State Accountability A 100 5 A 100 5 A 100 5

Overall Rating Overall Rating Overall Rating Overall Rating

Scoring for Overall Rating
89 or higher: Exceeds Standard
<89, but > or = to 63: Meets Standard
<63, but > or = to 39: Does Not Meet
Standard
Less than 39: Falls Far Below Standard

90.63 100 88.75 100 94.38 100

Academic Performance - Learning Foundation and Performing Arts Scottsdale

School Name: Learning Foundation and
Performing Arts Scottsdale

School CTDS: 09-87-49-001

School Entity ID: 79972 Charter Entity ID: 79971

School Status: Closed School Open Date: 08/18/2002

Physical Address: 7475 East McDowell Road
Scottsdale, AZ 85257

Website: http://LFAPA.ORG

Phone: 480-874-3332 Fax: 480-874-3231

Grade Levels Served: K-12 FY ??? 100th Day ADM: —

Academic Performance Per Fiscal Year

There are no Academic Performance Frameworks for this school.

Academic Performance - Learning Foundation and Performing Arts Alta Mesa

School Name: Learning Foundation and
Performing Arts Alta Mesa

School CTDS: 09-87-49-004

School Entity ID: 88290 Charter Entity ID: 79971

School Status: Site Transferred to Separate
Charter

School Open Date: 07/01/2006

Physical Address: 5761 E. Brown Rd. Website: http://LFAPA.ORG

Hide Section

Hide Section

Hide Section
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Mesa, AZ 85205
Phone: 480-807-1100 Fax: 480-807-1190

Grade Levels Served: K-12 FY ??? 100th Day ADM: —

Academic Performance Per Fiscal Year

There are no Academic Performance Frameworks for this school.

Academic Performance - Learning Foundation and Performing Arts Gilbert

School Name: Learning Foundation and
Performing Arts Gilbert

School CTDS: 09-87-49-003

School Entity ID: 88289 Charter Entity ID: 79971

School Status: Site Transferred to Separate
Charter

School Open Date: 07/01/2006

Physical Address: 1120 S. Gilbert Rd.
Gilbert, AZ 85296

Website: http://LFAPA.ORG

Phone: 480-834-6202 Fax: 480-834-6210

Grade Levels Served: K-12 FY ??? 100th Day ADM: —

Academic Performance Per Fiscal Year

There are no Academic Performance Frameworks for this school.

Financial Performance

Charter Corporate Name: CAFA, Inc.
Charter CTDS: 09-87-49-000 Charter Entity ID: 79971

Charter Status: Open Contract Effective Date: 05/31/2002

Financial Performance

CAFA, Inc.

Near-Term Measures
Fiscal Year 2014 Fiscal Year 2015

Going Concern No Meets No Meets
Unrestricted Days Liquidity 13.82 Falls Far Below 4.71 Falls Far Below
Default No Meets No Meets

Sustainability Measures  (Negative numbers indicated by
parentheses)

Net Income ($364,612) Does Not Meet ($773,894) Does Not Meet
Fixed Charge Coverage
Ratio 0.76 Does Not Meet 0.70 Does Not Meet

Cash Flow (3-Year
Cumulative) $40,998 Does Not Meet ($175,080) Does Not Meet

Cash Flow Detail by
Fiscal Year FY 2014 FY 2013 FY 2012 FY 2015 FY 2014 FY 2013

($49,262) $35,087 $55,173 ($160,905) ($49,262) $35,087

Does Not Meet Board's Financial Performance Expectations

Operational Performance

Hide Section
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Charter Corporate Name: CAFA, Inc.
Charter CTDS: 09-87-49-000 Charter Entity ID: 79971

Charter Status: Open Contract Effective Date: 05/31/2002

Operational Performance

Measure 2015 2016
1.a. Does the delivery of the education program and operation reflect the
essential terms of the educational program as described in the charter
contract?

Meets --

Educational Program – Essential Terms No issue identified --
1.b. Does the charter holder adhere with applicable education
requirements defined in state and federal law? Meets --

Services to Student with Disabilities No issue identified --
Instructional Days/Hours No issue identified --
Data for Achievement Profile No issue identified --
Mandated Programming (State/Federal Grants) No issue identified --

2.a. Do the charter holder’s annual audit reporting packages reflect sound
operations? Meets --

Timely Submission Yes Yes
Audit Opinion Unqualified Unqualified
Completed 1st Time CAPs No issue identified --
Second-Time/Repeat CAP No issue identified --
Serious Impact Findings No issue identified --
Minimal Impact Findings (3+ Years) No issue identified --

2.b. Is the charter holder administering student admission and attendance
appropriately? Meets --

Estimated Count/Attendance Reporting No issue identified --
Tuition and Fees No issue identified --
Public School Tax Credits No issue identified --
Attendance Records No issue identified --
Enrollment Processes No issue identified --

2.c. Is the charter holder maintaining a safe environment consistent with
state and local requirements? Meets --

Facility/Insurance Documentation No issue identified --
Fingerprinting No issue identified --

2.d. Is the charter holder transparent in its operations? Meets --
Academic Performance Notifications No issue identified --
Teacher Resumes No issue identified --
Open Meeting Law No issue identified --
Board Alignment No issue identified --

2.e. Is the charter holder complying with its obligations to the Board? Meets --
Timely Submissions No issue identified --
Limited Substantiated Complaints No issue identified --
Favorable Board Actions No issue identified --

2.f. Is the charter holder complying with reporting requirements of other
entities to which the charter holder is accountable? Meets --

Arizona Corporation Commission No issue identified --
Arizona Department of Economic Security No issue identified --
Arizona Department of Education No issue identified --
Arizona Department of Revenue No issue identified --

Click on any of the measures below to see more information.

Hide Section
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Arizona State Retirement System No issue identified --
Equal Employment Opportunity Commission No issue identified --
Industrial Commission of Arizona No issue identified --
Internal Revenue Service No issue identified --
U.S. Department of Education No issue identified --

3. Is the charter holder complying with all other obligations? Meets --
Judgments/Court Orders No issue identified --
Other Obligations No issue identified --

OVERALL RATING Meets Operational
Standard --

Last Updated: 2016-04-05 12:45:55
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Academic Performance

Edit this section.

Learning Foundation

2012
Traditional

Elementary School (K-6)

2013
Traditional

Elementary School (K to 6)

2014
Traditional

Elementary School (K to 6)

1. Growth Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

1a. SGP
Math 69 100 25 69 100 25 71 100 12.5
Reading 66 100 25 67.5 100 25 70 100 12.5

1b. SGP Bottom 25%
Math NR 0 0 NR 0 0 79 100 12.5
Reading NR 0 0 NR 0 0 94.5 100 12.5

2. Proficiency Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

2a. Percent Passing
Math 79 /

64.6 75 7.5 76.3 / 65 75 7.5 81.5 /
64.6 75 7.5

Reading 87 /
77.5 75 7.5 89.5 /

77.8 75 7.5 90.8 / 78 100 7.5

2b. Composite
School
Comparison

Math 15.2 100 7.5 14.8 75 7.5 24.1 100 7.5

Reading 9.1 75 7.5 13.4 75 7.5 18.5 100 7.5

2c. Subgroup ELL
Math NR 0 0 NR 0 0 NR 0 0
Reading NR 0 0 NR 0 0 NR 0 0

2c. Subgroup FRL
Math 76 /

55.2 75 7.5 73.5 /
56.2 75 7.5 81.4 /

54.7 75 7.5

Reading 85 /
70.1 75 7.5 88.2 /

70.2 75 7.5 89.8 /
70.1 75 7.5

2c. Subgroup SPED
Math NR 0 0 NR 0 0 NR 0 0
Reading NR 0 0 NR 0 0 NR 0 0

3. State Accountability Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

3a. State Accountability A 100 5 A 100 5 A 100 5

Overall Rating Overall Rating Overall Rating Overall Rating

Scoring for Overall Rating
89 or higher: Exceeds Standard
<89, but > or = to 63: Meets Standard
<63, but > or = to 39: Does Not Meet
Standard
Less than 39: Falls Far Below Standard

90.63 100 88.75 100 94.38 100

http://online.asbcs.az.gov/schools/edit/performance/1232/learning-foundation
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 Standard

Less than 39: Falls Far Below Standard
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Financial Performance Response Evaluation Instrument 
Charter Holder Name: CAFA, Inc.                        
Charter Holder Entity ID: 79971 

Required for: Renewal 
Audit Year: 2014

 
Arizona State Board for Charter Schools (Board) staff completed the Financial Performance Response Evaluation Instrument for the Board in its 
consideration of applicable requests made by the charter holder. “Not Acceptable” answers may adversely affect the Board’s decision regarding 
a charter holder’s request. 
 
 
Measure 

 
Reason(s) for “Not Acceptable” Rating 

 
2a. Net Income 
  Acceptable  ☐ 
  Not Acceptable  ☒ 
  Not Applicable  ☐ 
 

In addition to enrollment decreases in 2014 due to construction delays on the Learning Foundation and Performing 
Arts Warner campus (“Warner Campus”), which resulted in a net $100,000 in lost revenue and cash, and $207,998 in 
textbook purchases to improve student achievement, which are both supported by the response, CAFA explains, 
“The start‐up costs generated for the new K‐6 building between the finance advisors and CAFA management were 
underestimated and we were forced to purchase necessary start‐up items totaling $233,215.31.” The response 
supports the Warner Campus start‐up expenses. However, the start‐up expenditures for curriculum and other items 
were intended and necessary for the Warner Campus to open in the audited fiscal year, whether they were initially 
underestimated or not. The combined impact of the enrollment decrease and the textbook purchases to improve 
student achievement explains $307,998 of the net loss, but does not fully explain the $364,612 net loss. Had CAFA 
provided further explanation for its performance on this measure, along with supporting documentation, this would 
have been considered in Board staff’s evaluation.  
 
The response indicates, “CAFA is also working to reduce the lease payment of $86,000 per month on the second 
newly constructed building (Exhibit 4: annual rent breakdown). Attached are the first pages of two engagement 
letters with counsel and financial underwriters (Exhibit 5) as evidence that CAFA is currently in the process of 
acquiring a bond to refinance the building. We are in the early stages of this process but a quick analysis is projecting 
a savings of approximately $20,000 per month or $240,000 per year.” While the response supports CAFA’s efforts to 
acquire a bond for the Learning Foundation and Performing Arts Gilbert campus (“Gilbert Campus”), it does not 
support the projected savings identified by CAFA. Had CAFA provided the documentation that serves as the basis for 
the savings estimate included in the response, this would have been considered in Board staff’s evaluation. 
 
The response includes a 2017 “CAFA Renewal Budget” (“renewal budget”) document which shows revenue over 
expenditures for a positive budget balance for the three charters both together [$98,500] and individually. The 
renewal budget includes a $1,425,000 Building Rent/Lease/Loan” line item for the “Gilbert” charter that appears to 
reflect the bond financing (interest on the loan) for the relocated Gilbert Campus, in addition to other applicable 
building costs (including the Warner Campus lease). If that is true, then CAFA will meet the Board’s net income 
measure.  However, since the response shows negotiations are in process, neither the counsel letter nor the BB&T 
Capital Markets engagement letter, support the amount that CAFA will pay to service the Gilbert Campus loan, thus 
it is not possible to verify the $1,425,000 “Building Rent/Lease/Loan” line item. If CAFA does not obtain the loan, it 
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Measure  Reason(s) for “Not Acceptable” Rating 
appears based on the audit that the “Gilbert” charter would pay approximately $1,737,000, which would result in a 
net loss. However, the “Gilbert” charter’s budget contains a $400,000 “Contingency” line item that, if the budget 
holds true, would likely absorb the costs if the loan is not obtained. Had CAFA provided the detail to support the 
“Building Rent/Lease/Loan” line item for the “Gilbert” charter, this would have been considered in Board staff’s 
evaluation. 

In reference to the savings from “lease payout for the vacated site in Gilbert Town Square on May 15, 2016” and the 
potential savings from a bond finance of the Gilbert campus, the charter holder indicates, but does not support, 
“These two items have the potential of giving positive net income of $540,000 in fiscal year 2017. The impact of the 
estimated reduction in lease payments for FY 2017 based on the projected budget (Exhibit 6) would leave a budget 
balance for CAFA of $338,500.” Since the response does not quantify the savings from the potential bond financing, 
it is not possible to determine the impact on the 2017 budget.  

1b. Unrestricted Days Liquidity 
Acceptable  ☐ 
Not Acceptable  ☒

Not Applicable  ☐

CAFA indicates, but does not support, “The plan moving into fiscal year 2017 is to meet the board’s days liquidity 
requirement.” The response included a 2017 Renewal Budget that shows CAFA anticipates $6,988,000 in expenses. 
However, the response does not indicate what CAFA’s unrestricted cash balance will be in 2017; therefore it is not 
possible to determine if CAFA will meet the Board’s days liquidity requirement.  Had CAFA provided and supported 
its anticipated unrestricted cash balance at June 30, 2017, this would have been considered in Board staff’s 
evaluation. 

2b. Cash Flow 
Acceptable  ☐

Not Acceptable  ☒

Not Applicable  ☐

CAFA indicates, “The curriculum purchases, new school start‐up costs and missing the targeted enrollment number 
were all dynamics that placed the charter holder in a difficult financial negative totaling $364,612 for fiscal year 2014 
and carried over into fiscal years 2015 and 2016.” The response supports the curriculum purchases and missing the 
targeted enrollment number in the audited fiscal year, however does not support the impact of start‐up costs for the 
Warner Campus (see net income).  

CAFA did not provide enough information to determine its performance in 2017. Had CAFA provided and supported 
its cash balance at June 30, 2017,  this would have been considered in Board staff’s evaluation. 

2c. Fixed Charge Coverage Ratio 
Acceptable  ☐ 
Not Acceptable  ☒ 
Not Applicable  ☐ 

CAFA explains, “The fixed coverage charge is primarily driven by our lease payments. The ratio for the Gilbert charter 
based on total revenue reported in the Annual Financial Report was 4.09 in FY 2014 and 3.5 in FY 2015. The charter 
holder’s plans to reduce those costs are detailed under net income and restated below.” While the lease costs have 
the largest impact on CAFA’s fixed charge coverage ratio, based on the Annual Financial Reports and audits, the 
Gilbert charter would have a Fixed Charge Ratio of 0.96 in 2014 and 0.86 in 2015.1 CAFA indicates its plans to reduce 
its lease payments for the Gilbert Campus by acquiring a bond to finance the building, but the response does not 
quantify the costs for interest and the current portion of the 2017 bond debt. Therefore, it is not possible to 
determine the cost savings in 2017 (see net income) or CAFA’s 2017 performance. However, based on the support 
and explanation for $207,998 in textbook purchases as part of a plan to improve student achievement and adding 

1 2014 Net Income based on actual revenues less expenses is ‐$38,604, depreciation and lease expenses from the audit are $8,914 and $699,480, for a FCCR of 0.96. 2015 Net 
Income based on actual revenues less expenses is ‐$156,794, depreciation and lease expenses from the audit are $8,363 and $1,059,996, for a FCCR of 0.86. 
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Measure  Reason(s) for “Not Acceptable” Rating 
back the $100,000 revenue loss from the enrollment decrease, the charter holder’s performance on this measure 
would have improved from approximately 0.76 (“Does Not Meet”) in 2014 to approximately 0.97 and the rating 
would remain unchanged. Had the charter holder provided further information to determine CAFA’s performance in 
2017, such as information on the bond arrangement, including interest expense and the current portion of long‐
term bond debt on the Gilbert Campus since the facility will be considered a capitalized asset when purchased with 
the bond funds, as well as further clarification on $1,425,000 “Building Rent/Lease/Loan” line item in the renewal 
budget, this would have been considered in Board staff’s evaluation.  

1a. Going Concern 
Acceptable  ☐

Not Acceptable  ☐

Not Applicable  ☒

1c. Default 
Acceptable  ☐

Not Acceptable  ☐

Not Applicable  ☒
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CAFA, Inc. District Financial Performance Narrative 

CAFA, Inc. Charter School District is made up of three charters: 
Original CAFA Inc. Learning Foundation and Performing Arts – one site (CTD 09-87-49 Entity 79971) 
CAFA Inc. Learning Foundation and Performing Arts Alta Mesa - one site (CTD 07-85-65 Entity 90328) 
CAFA Inc. Learning Foundation and Performing Arts Gilbert – two sites (CTD 07-85-64 Entity 90327) 
 
The response below addresses CAFA, Inc. which is submitted as a single audit including all three charters. The 
issues driving the deficiencies in the financial framework are primarily due to complexities involving the 
CAFA, Inc. Learning Foundation and Performing Arts Gilbert Charter.  
 

Sequence of Events Leading to Deficiencies: 
 

During the 2011-2012 school year CAFA, Inc. was approached by buyers for Gilbert Town Square where 

our K-12 school known as Learning Foundation and Performing Arts Gilbert was located.  The buyers 

informed us that they wanted the buildings occupied by our school for other purposes and they would 

terminate our lease obligation when we vacated the premises. This current location was already filled to 

capacity with new students on wait lists so the charter holder, Evelyn Taylor, began looking for lease property 

to move the school to a larger facility.  It became apparent that the time was ideal to purchase property in 

the fast growing East Gilbert area and construct a new school building. Also, our enrollment numbers in the 

existing school had been continually growing making separation of schools for the elementary and upper 

grades inevitable. After arrangements to purchase the properties in East Gilbert had been made, different 

buyers than those we originally worked with bought the Town Square property and refused to relieve us of 

the lease obligation until the termination date of September 30, 2015 which would result in a lump sum 

termination payment of $345,074.02 (Exhibit 1: email from Case Huff).  CAFA negotiated with the new buyers 

to allow a payment plan of the lump sum in monthly installments terminating May 15, 2016 (Exhibit 2: 

payment plan). 
 

Net Income: 

Fiscal Year 2014 

Beginning with school year 2013-2014, CAFA opened a newly constructed school facility to serve the K-6 

elementary student population (Learning Foundation and Performing Arts Warner).  The 7-12 population 

remained in the existing Gilbert campus location creating two sites for the Gilbert charter.  The 2013-2014 

projected enrollment for the Gilbert Charter was 550 students based on three criteria:  Demographic 

research in the new school area targeting K-6 students, student capacity of the new building, and additional 

space in the existing building to house an increase in 7-12 students. The decrease in the projected enrollment 

was specific to the new K-6 facility. 

 

The new school was constructed from the ground up. There were delays in construction and despite 

extensive marketing strategies the ability to effectively recruit for the new K-6 school was hindered. This 

caused the charter to open with 526 students which was 24 less than the targeted 550 enrollment number. 

24 students would have generated additional equalization revenue of approximately $157,000.  There was 

more than sufficient classroom space in the new building to accommodate the projected enrollment and 

furniture along with instructional and curriculum materials had already been purchased based on the 550 

number. The impact of 24 students would possibly have created only the additional expense of salary and 

benefits for one teacher out of the additional revenue. This would have resulted in the equalization income 

from the 24 students lowering the net loss by approximately $100,000. 
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Fiscal Year 2015 

At the time of projected enrollment for the 2014-2015 school year, we did not expect the second new facility 

we planned to build in East Gilbert adjacent to our K-6 school could be completed in time for the opening of 

the 2015 school year.  The enrollment for FY 2015 was based on the new elementary school projected 

enrollment plus an increase in the number of 7-12 students due to available space at the existing Gilbert site 

vacated by the relocation of the K-6 students.   

 

During the 2013-2014 school year the contractors assured us the second new facility (built from the ground 

up) would be completed by August 1, 2014.  Enrollment in the existing 7-12 site was close to capacity so 

plans were made to move the 7-12 school (Learning Foundation and Performing Arts Gilbert) into the new 

building beginning with the school year 2014-2015.  CAFA immediately began an extensive advertising 

program to recruit students for the new 7-12 school. Again, construction delays threatened a timely school 

opening. Although the enrollment was projected at 146 less than the actual ADM for 2015, it was lower than 

hoped for when we moved into the new location. A two week late opening did hamper the enrollment we 

expected based on research of the area demographics and the number of 7-12 students the new facility 

could accommodate.  Another factor hindering enrollment was the incomplete auditorium. The interior of 

the auditorium was actually still under construction when we opened the school and was not completed for 

use until December of the 2014-2015 school year.  These factors caused many 7-12 students who pre-

enrolled for the new school to change their minds and enroll in other schools.  

 

Fiscal Year 2016 

The issues stated above also had an impact on CAFA’s income in FY 2016 along with the State’s 

implementation of a reduction of the small school weights for charters that met certain criteria. Two of 

CAFA’s schools meet the criteria and 33% of the total reduction will be taken each year for fiscal years 2016, 

2017, and 2018.  The reduction in revenue for CAFA in fiscal year 2016 is $104,179.82. (Exhibit 3: email) 

 

Fiscal Year 2017 

Positive Net Income will be seen in FY 2017 with the lease payout for the vacated site in Gilbert Town Square 

on May 15, 2016. This is a savings of $25,000 per month or $300,000 annually. (Exhibit 2: payment plan) 

 

CAFA is also working to reduce the lease payment of $86,000 per month on the second newly constructed 

building (Exhibit 4: annual rent breakdown).  Attached are the first pages of two engagement letters with 

counsel and financial underwriters (Exhibit 5) as evidence that CAFA is currently in the process of acquiring a 

bond to refinance the building. We are in the early stages of this process but a quick analysis is projecting a 

savings of approximately $20,000 per month or $240,000 per year.  

 

These two items have the potential of giving positive net income of $540,000 in fiscal year 2017. 

The impact of the estimated reduction in lease payments for FY 2017 based on the projected budget (Exhibit 

6) would leave a budget balance for CAFA of $338,500. 

 

Additionally, the lease for CAFA’s Learning Foundation Stapley facility allows CAFA the option to purchase the 

existing buildings for the sum of $1.00 effective June 30, 2017 (Exhibit 7: lease amendment). This is another 

savings of $24,000 for FY 2018. 
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Unrestricted Days Liquidity: 
 

2013-2014 Obligatory purchases: 

The start-up costs generated for the new K-6 building between the finance advisors and CAFA management 

were underestimated and we were forced to purchase necessary start-up items totaling $233,215.31. This 

figure includes $70,508.80 for textbooks. (Exhibit 8: detail list) 

 

For the same fiscal year new curriculum was also purchased to adhere to our strategic plan for improving 

student achievement based on school improvement obligations for the Warner location, Gilbert location and 

the Learning Foundation and Performing Arts Alta Mesa location.  These purchases totaled additional  

Curriculum/textbook purchases of $207,998.27. (Exhibit 9: textbook purchases) 

 

In FY 2015 unanticipated start-up costs for the second newly built school that opened August 25, 2014 

totaled $133,438.25 (Exhibit 10: detail list). Also, as stated in our opening statement sequence of events, we 

had to continue the payment plan on our old site due to the new landlord’s refusal to relieve us of the lease 

obligation. On November 1, 2014 we began making payments of $86,450 per month on the new building 

along with the additional expense of $25,000 per month on the vacated site (Exhibit 2: payment plan). The 

start-up costs and the additional lease expense have led to a great deal of cash being expended and again, 

lessened our days of liquidity. 

 

Cash Flow: 

The curriculum purchases, new school start-up costs and missing the targeted enrollment number were all 

dynamics that placed the charter holder in a difficult financial negative totaling $364,612 for fiscal year 2014 

and carried over into fiscal years 2015 and 2016.  Cash flow for the 2015 and 2016 fiscal years was further 

affected by start-up costs for the new 7-12 school, high rents for the new Gilbert facility, and the small school 

weight reduction. 

 

Fixed Charge Coverage Ratio: 

The fixed coverage charge is primarily driven by our lease payments. The ratio for the Gilbert charter based 

on total revenue reported in the Annual Financial Report was 4.09 in FY 2014 and 3.5 in FY 2015. The charter 

holder’s plans to reduce those costs are detailed under net income and restated below. 

 

Fiscal Year 2017 

Positive Net Income will be seen in FY 2017 with the lease payout for the vacated site in Gilbert Town Square 

on May 15, 2016. This is a savings of $25,000 per month or $300,000 annually. (Exhibit 2: payment plan) 

 

CAFA is also working to reduce the lease payment of $86,000 per month on the second newly constructed 

building (Exhibit 4: annual rent breakdown).  Attached are the first pages of two engagement letters with 

counsel and financial underwriters (Exhibit 5) as evidence that CAFA is currently in the process of acquiring a 

bond to refinance the building. We are in the early stages of this process but a quick analysis is projecting a 

savings of approximately $20,000 per month or $240,000 per year.  

 

These two items have the potential of giving positive net income of $540,000 in fiscal year 2017.  The impact 

of the estimated reduction in lease payments for FY 2017 based on the projected budget (Exhibit 6) would 

leave a budget balance for CAFA of $338,500. 
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Additionally, the lease for CAFA’s Learning Foundation Stapley facility allows CAFA the option to purchase the 

existing buildings for the sum of $1.00 effective June 30, 2017 (Exhibit 7: lease amendment). This is another 

savings of $24,000 for FY 2018. 

 

The 2017 proposed budget projected enrollment is 925 students for the Gilbert and Warner locations (Exhibit 

6). CAFA is hopeful that the proven stability of the schools within the continually expanding surrounding 

communities along with aggressive marketing strategies will increase the projected number. (Exhibit 11: 

marketing strategies) 

 

 

 

List of Exhibits 

   

   Exhibit Number     Description 

 

1 Email stating refusal to terminate Gilbert Town Square lease. 

2 Email showing amount of small school reduction 

3 Gilbert Town Square rent payment schedule 

4 Gilbert 7-12 school rent payment schedule 

5 Engagement for legal services for refinance of Gilbert 7-12 facility 

5 Engagement for agent/underwriter for refinance of Gilbert 7-12 facility 

6 CAFA 2017 projected budget 

7 Learning Foundation Stapley lease amendment 

8 Detail list of Warner campus start-up expenses 

9 Detail textbook purchases for FY 2014 (2 pages) 

10 Detail list of Gilbert campus start-up expenses 

11 CAFA marketing strategies to increase enrollment 

 

 

   





























CAFA Inc. District Financial Performance Response 

 

CAFA, Inc. Charter School District is made up of three charters. They are the original CAFA Inc. Learning 

Foundation Performing Arts (CTD 098749000 Entity 79971) with one site, CAFA Inc. Learning Foundation 

and Performing Arts Alta Mesa with one site (CTD 078565000 Entity 90328) and CAFA Inc. Learning 

Foundation and Performing Arts Gilbert (CTD 078564000 Entity 90327) which divided into two sites in 

school year 2014-2015. The response below addresses CAFA, Inc. as a whole. The issues driving the 

deficiencies in the financial framework are primarily due to the CAFA Inc. Learning Foundation and 

Performing Arts Gilbert campus.  

Unrestricted Days Liquidity: In fiscal year 2014 CAFA Inc. Learning Foundation and Performing Arts 

Gilbert opened up a new school to serve the elementary student population. This school was 

constructed from the ground up. There were delays in construction and the ability for the school to 

effectively recruit was hindered. This caused us to open under the target number of enrollment we were 

hoping for. This placed the school in a difficult financial situation for fiscal year 2014. This carried over 

into fiscal years 2015 and 2016. We had to make some improvements to the campus that were not in 

the construction budget. We also had to purchase new curriculum in some areas to adhere to our plan 

to improve student achievement. We have also had to continue paying on our old site as our landlord 

did not let us out of the lease as they first indicated they would. This is an expense of $25,000 per 

month. These things have led to a great deal of cash being expended and thus lessened our days of 

liquidity. The plan moving into fiscal year 2017 is to meet the board’s days liquidity requirement. Our 

management team is working to increase enrollment to meet this goal.  

Net Income: In fiscal year 15-16 the State of Arizona started to implement a reduction of the small 

school weights for organizations that met certain criteria. CAFA was one of those organizations. The 

estimated reduction for CAFA is just over $100,000 in revenue in fiscal year 2016. The Additional 

decrease in net income is due to CAFA Inc. Learning Foundation and Performing Arts Gilbert having 

extremely high rent expenses. The initial effect was felt in fiscal year 2014 when the new campus was 

built and delays did not allow for the enrollment targets to be met. In fiscal year 2015 a second campus 

was constructed and faced the same dilemma. This compounded the situation from fiscal year 2014. We 

will finish making payments on our old lease that we were obligated to pay out in June 2016. This is a 

savings of $25,000 per month or $300,000 annually. The current rent on the second building we 

constructed is $86,000 per month. We are currently in the process of acquiring a bond to finance this 

building. We are in the early stages of this process but a quick analysis is projecting a savings of nearly 

$20,000 per month or $240,000 per year. These two items alone have the potential of giving positive net 

income of $540,000 in fiscal year 2017. The net income for 2015 and 2016 will not meet the board’s 

financial framework but the projection going forward into 2017 is to be back in the positive for net 

income by a substantial amount.  

Fixed Charge Coverage Ratio: The fixed coverage charge is primarily driven by our lease payments. The 

plan to reduce those costs were listed in the net income section and repeated here. We will finish 

making payments on our old lease that we were obligated to pay out in June 2016. This is a savings of 

$25,000 per month or $300,000 annually. The current rent on the second building we constructed is 

$86,000 per month. We are currently in the process of acquiring a bond to finance this building. We are 

in the early stages of this process but a quick analysis is projecting a savings of nearly $20,000 per month 



or $240,000 per year. These two items alone have the potential of giving positive net income of 

$540,000 in fiscal year 2017. 

 

Cash Flow: The cash flow deficiency is primarily caused by the old lease we were obligated to finish 

paying through fiscal year 2016 and our rent for our second building in fiscal year 2015. The plan to 

reduce those costs are listed below and will have an approximate positive effect of $540,000. We will 

finish making payments on our old lease that we were obligated to pay out in June 2016. This is a 

savings of $25,000 per month or $300,000 annually. The current rent on the second building we 

constructed is $86,000 per month. We are currently in the process of acquiring a bond to finance this 

building. We are in the early stages of this process but a quick analysis is projecting a savings of nearly 

$20,000 per month or $240,000 per year. These two items alone have the potential of giving positive net 

income of $540,000 in fiscal year 2017. 
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