AGENDA ITEM: Compliance Matters – StarShine Academy

Issue
Based on the information provided below, StarShine Academy (“StarShine”) is being considered by the
Board to determine whether evidence exists that StarShine Academy is in noncompliance with its
charter contract or state laws for its failure to comply with Paragraph 14 Section B and Section C of its
renewal contract, failure to comply with financial record retention requirements under Arizona’s Public
Records Law and in accordance with the record retention schedule published by the Arizona State
Library, Archives and Public Records, failure to submit payroll reports and timely remit retirement
contributions to the Arizona State Retirement System, and failure to timely bring the charter’s
instructional days into compliance pursuant to A.A.C. R7‐5‐505(G).

Background
Arizona’s Public Records Law states that each public body, which includes charter schools, shall be
responsible for the preservation, maintenance and care of that body’s public records. The Arizona State
Library, Archives and Public Records has published record retention schedules, which identify the
retention period for public records. Under the retention schedules developed for charter schools and
school districts, financial records, including receipts, invoices, fund transfer records and petty cash
records, must be retained for 4 years after the fiscal year created or received.
Under StarShine’s renewal contract,
 “The Charter Holder shall not commit or engage in gross incompetence or systematic and
egregious mismanagement of the school’s finances or financial records” (Paragraph 14 Section
C).
 “The Charter Holder shall pay debts as they fall due or in the usual course of business”
(Paragraph 14 Section B).
The charter law allows, but does not require, charter schools to participate in the Arizona State
Retirement System (ASRS). Those that choose to participate in ASRS must comply with all applicable
requirements. These requirements include not only timely depositing contributions, but also submitting
specific information for each payroll (“returns”) so that ASRS can accurately credit the contributions to
each ASRS member’s account.
Pursuant to A.A.C. R7‐5‐505, the Board shall require a charter holder that fails to demonstrate that all
identified compliance issues have been addressed to appear before the Board and may subject the
charter holder to additional oversight pursuant to A.A.C. R7‐5‐601.

StarShine Profile
StarShine’s renewal contract took effect July 1, 2013. StarShine operates one school, StarShine
Academy, serving grades K‐12 in Phoenix. For fiscal year 2018, StarShine is reporting an average daily
membership (ADM) of 90.523. StarShine’s ADM for fiscal years 2014 through 2018 has been provided in
Appendix A. Additional Background Information. StarShine’s academic performance and performance
under the Board’s operational and financial performance frameworks has been included in Appendix A.
Additional Background Information.
On February 26, 2016, StarShine filed for Chapter 11 bankruptcy protection.
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Timeline: Actions and Communications
February 14, 2018

Board staff contacted by the Office of the United States Trustee
(“Trustee’s Office”).1
 The Trustee’s Office indicated StarShine had failed to file its
December 2017 monthly operating report by January 20,
2018 and had failed to make the required payment on
delinquent fees owed to the Trustee’s Office by January 31,
2018 as agreed to in the stipulated order from the January
11, 2018 hearing on the Trustee’s Office motion to convert or
dismiss StarShine’s bankruptcy case.
 Per the terms of the stipulated order, the Trustee’s Office
stated it would be filing notice that if StarShine fails to correct
these deficiencies within 10 days, the Trustee’s Office would
upload an “order of conversion or dismissal” with the
bankruptcy court. If this happened, StarShine’s bankruptcy
case would either be dismissed or converted to Chapter 7
upon the judge’s signature. No hearing would be scheduled.
 The Trustee’s Office indicated that in reviewing StarShine’s
monthly operating reports for August 2017 through
November 2017, the Trustee’s Office identified several
expenses that it considered questionable.
Board staff requested and received from the Trustee’s Office copies
of the monthly operating reports for August 2017 through November
2017and a copy of the “Stipulated Order Approving Deadlines in
Relation to the United States Trustee’s Motion to Convert or Dismiss
Chapter 11 Bankruptcy Case”.

February 14, 2018

Trustee’s Office filed “United States Trustee’s Notice of Intent to
Upload Order Dismissing or Converting Chapter 11 Case Due to Non‐
Compliance with Stipulated Order”. Board staff received a copy.

February 15, 2018

Board staff visited the school to follow‐up on a matter involving the
school’s elevator2, to count students, to verify employees’ fingerprint
status and to follow‐up on an allegation the Board received of school
staff not being paid. Board staff received a tour of the school from
StarShine’s Charter Representative, Patricia McCarty. During the site
visit, Board staff was unable to check staff’s fingerprint clearance as
those documents were maintained in the consultants’ room, which

1

The Trustee’s Office is the component of the Department of Justice responsible for overseeing the administration of
bankruptcy cases.
2 The Arizona Department of Education had previously notified Board staff of possible safety issues related to the school’s
elevator. Board staff conducted a site visit on January 31, 2018. In an email sent January 31, 2018, Board staff informed Ms.
McCarty that by specified deadlines, StarShine must provide documentation showing the elevator is not in use and that notice
is properly placed on the elevator doors and must provide a copy of the City of Phoenix’s certificate showing the elevator
passed inspection. These items were not provided by the deadlines. During the February 15, 2018 site visit, Board staff saw the
certificate showing the elevator passed inspection.
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was locked since the consultants work only on Mondays and
Wednesdays.3 Ms. McCarty indicated that the Arizona Department of
Education has been slow to provide federal grant funds to schools in
general. As a result, the three highest paid school employees did not
receive one of their December paychecks on time. Ms. McCarty was
not aware of any other delays or issues with payroll, but indicated
Board staff should ask the consultants. Before leaving, Board staff
indicated to Ms. McCarty that since Monday is a holiday staff would
return on Wednesday, February 21, 2018 when the consultants are in
the office to check fingerprint clearance and discuss payroll.
February 16, 2018

Board staff had a phone conversation with Ms. McCarty. During this
conversation, Board staff indicated that staff was informed of
StarShine’s failure to meet the requirements of the stipulated order
and that the Trustee’s Office had filed “United States Trustee’s Notice
of Intent to Upload Order Dismissing or Converting Chapter 11 Case
Due to Non‐Compliance with Stipulated Order.” Board staff informed
Ms. McCarty that the Board would be sending a letter requiring the
charter to meet the terms of the agreement or the Board would likely
have a special meeting to consider StarShine.
Ms. McCarty had indicated that she would be submitting the
documentation and would be doing so on Tuesday the following
week. Therefore, Board staff indicated that they would send a letter
requiring StarShine to provide the documentation by Wednesday the
following week.

February 19, 2018

Board staff sent an email to Ms. McCarty referencing StarShine’s
failure to comply with the requirements set forth in the stipulated
order. The email stated, in part:
“When we spoke on the phone last week you indicated that you
would be submitting the required documentation tomorrow, on
Tuesday, February 20, 2018. I do appreciate that you are working
to get this documentation in by tomorrow. However, the Board
will hold a special meeting to consider StarShine Academy if the
following is not done by Wednesday at 12:00pm;
1. Make payment of $4,875 which was due on January 31,
2018;
2. File monthly operating report for December of 2017
which was due on January 20, 2018; and
3. File monthly operating report for January of 2018 which is
due on February 20, 2018.
Additionally, it appears StarShine is to make a payment of $9,750
by February 28, 2018. If this payment is not made timely, the

3

Board staff was prepared to request expense information during this site visit. However, once Board staff learned that the
business consultants were not onsite, the request was not made.
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Board may consider StarShine Academy at either a regular or
special meeting.”
February 21, 2018

At the February 15, 2018 visit, Board staff indicated they would
return on February 21, 2018 to meet with the consultants. Around
11:30 a.m. on February, 21, 2018, Board staff arrived at the school.
Ms. McCarty informed Board staff that school staff was expecting
their paychecks that morning, but because of the Board’s deadline to
file the bankruptcy documentation, school staff did not receive their
paychecks that morning.4 Because payroll needed to get out, she
indicated she could not let Board staff have much time with the
consultant to address the two items remaining from the February 15,
2018 visit. Board staff stated that since the last visit, a third item had
been added – reviewing the supporting documentation for certain
expenses. Board staff indicated the Board received communication
that our office should review the expenses included on the monthly
reports submitted as part of the bankruptcy.5 To not interfere with
school staff getting paid, Board staff indicated they would come back
on Monday, February 26, 2018. Before leaving, Board staff confirmed
that the December and January monthly operating reports had been
emailed to the bankruptcy court and that the check Ms. McCarty was
at that time on her way to deliver to the bankruptcy court covered
the fees identified in the stipulated order.

February 26, 2018

Around 9:30 a.m. on February 26, 2018, Board staff arrived at the
school. Board staff met with the financial consultant.6 After gaining a
general understanding of StarShine’s financial/business office policies
and procedures, Board staff provided the consultant with a list of 103
expenses, 5 deposits and 2 withdrawals for which Board staff wanted
to review the supporting documentation (“Site Visit List”). The
consultant provided a copy of the Site Visit List to Ms. McCarty, who
was concerned about the size of the sample and the amount of time
that would be involved in not only pulling together the
documentation but responding to any follow‐up questions Board staff
may have. Board staff acknowledged the length of the Site Visit List
and offered to pull the documentation and make copies. During the
visit, Board staff was able to review the documentation for only 1 of
the 103 expenses, all 5 deposits and 1 of the 2 withdrawals which was
documentation provided by the consultant and were payments the
school’s consultant had made for school expenses. A deadline of

4

Under the notice filed by the Trustee’s Office on February 14, 2018, StarShine had until Saturday, February 24, 2018 to file the
reports with the bankruptcy court and pay the fees.
5 When the Board was initially contacted on February 14, 2018, Board staff did not ask the caller if Board staff could share the
source of the information. In preparing the materials for this meeting, Board staff reached out to the caller and received
permission to disclose the source of the information.
6 During the site visit, Board staff also reviewed school staff’s fingerprint clearance and obtained student absence information
for February 15, 2018.
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March 5, 2018 was set for StarShine to provide the documentation
for the remaining 102 expenses (“102 Expenses”) and 1 withdrawal.
February 27, 2018

Board staff sent an email to Ms. McCarty. In part, the email noted
that while onsite on February 26, 2018, Board staff was able to
review the documentation for the November 27, 2017 Secure Care
Dental expense of $285.64, the 5 deposits and the $500 withdrawal
made on January 23, 2018. The email stated, “…by close of business
on Monday, March 5, 2018, please provide the paper supporting
documentation (i.e., receipts or similar documentation) for each of
the remaining 102 expenses on the list and for the $2,000 withdrawal
made on December 29, 2017.” On February 27, 2018, Ms. McCarty
responded, “I have received this and we will have the appropriate
documentation ready for you.”

February 27, 2018

Ms. McCarty called Board staff to let them know she was on her way
to deliver a check to the bankruptcy court covering the fees identified
in the stipulated order that must be paid by February 28, 2018.

March 5, 2018

Ms. McCarty provided Board staff a cover letter and her calendar
indicating when she went to certain events and her expenses. Board
staff spoke with Ms. McCarty about StarShine and Ms. McCarty’s
vision for the school. Additionally, staff briefly went through the
documentation and asked brief questions about the events and
expenses on the calendar. Ms. McCarty stated the following:
1. The classification codes are not accurate for the purchases
Ms. McCarty personally made.
2. If the classification was “General” the expenses should be for
supplies.
3. If the classification was “Travel” the expenses should be for
conferences.
4. Payments occurring in New Mexico related to Ms. McCarty’s
expenses for assisting a school in its closure. Ms. McCarty’s
good friend and charter representative of the school had
passed away and Ms. McCarty felt she needed to provide
resources to close it down because she had previously
assisted in the accreditation of the school.
5. The withdrawal of $2,000 was for two employees whose
paychecks were late. $1,000 went to each employee as a
bonus.
6. The petty cash is intended to go to teachers and allows the
teachers to spend money on supplies.
A copy of the documentation Ms. McCarty provided to the Board on
March 5, 2018 has been included in Appendix B. March 5, 2018
Documentation Provided by Ms. McCarty (“March 5th
Documentation”).
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Inadequate Documentation and Non‐school Related Expenses
In a cover letter included as part of the March 5th Documentation, Ms. McCarty stated:
“Because of the lack of planning time, I kept receipts in monthly Baggies, hoping to consolidate
the reports for my business office accounting. I also moved out of my home to an apartment.
My former husband surprised me one day and delivered some of my belongings to my office
and also threw away many records. Some of those records were my receipts. I did keep records
on my Google mobile calendar of my expenses and intention of my purchases and have
provided them with this report.”
In addition to calendar printouts for several days, the March 5th Documentation included the items
identified below. The documentation referenced in the first six bullets below pertain to a trip Ms.
McCarty took to New Mexico, which was not an expense of the school (see March 5, 2018 entry in the
“Timeline: Actions and Communications” section).
 Baggage claim stub dated August 8, 2017 for a flight to Albuquerque. While this supports a trip
to Albuquerque, it is not a receipt.
 Debit card receipt for the “Hist Museum/Palace of” in Santa Fe. While the August 9, 2017
receipt indicates $19.00 was put on Ms. McCarty’s StarShine debit card, it does not identify
what was purchased.
 Rental agreement in the amount of $713.41 for car rental in New Mexico, which indicates the
car was picked up on August 8, 2017 and returned on August 13, 2017. This is acceptable
support documentation, but this is not an expense of the school.
 Santa Fe Walmart receipt dated August 12, 2017 in the amount of $131.45. Receipt identifies
specific items purchased, but this is not an expense of the school (see “Legitimacy of Calendar
Entries” subsection below).
 Receipt for Los Potrillos in Santa Fe. While the August 12, 2017 receipt indicates $27.75 was put
on the debit card, it does not identify what was purchased, although it appears $5 was for a tip.
 ATM receipt from the Buffalo Thunder Casino in Santa Fe. While the August 13, 2017 receipt
indicates $60.00 was withdrawn and that there was an ATM fee of $3.50, no documentation was
provided to support what was purchased with the $60.00.
 Two receipts on one sheet of paper. The way the copy was made it is impossible to determine
what either receipt is for and at what establishment the purchases occurred. For the top receipt,
it is clear that the purchase in the amount of $41.40 occurred on August 9, 2017. This amount
did not correspond to any items on the list provided during the February 26, 2018 site visit or to
any items around that date on StarShine’s records. Further, the last 4 digits of the card used for
the top receipt did not correspond to known cards used by StarShine.
Pursuant to the retention schedules developed in conjunction with Arizona’s public records law, source
documentation, such as receipts, must be retained to support each entry recorded in the accounting
records.7 For 3 of the 102 Expenses paid using Ms. McCarty’s school debit card, Ms. McCarty provided
no information or documentation at all. For 1 of the 102 Expenses, Ms. McCarty made a handwritten
7

Arizona’s Public Records Law states that each public body, which includes charter schools, shall be responsible for the
preservation, maintenance and care of that body’s public records. The Arizona State Library, Archives and Public Records has
published record retention schedules, which identify the retention period for public records. Under the retention schedules
developed for charter schools and school districts, financial records, including receipts, invoices, fund transfer records and petty
cash records, must be retained for 4 years after the fiscal year created or received.
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notation on the Site Visit List. For 92 of the remaining 98 expenses, Ms. McCarty provided only calendar
printouts.
Based on the information above, Board staff has concluded that StarShine failed to comply with financial
record retention requirements under Arizona’s Public Records Law and in accordance with the record
retention schedule published by the Arizona State Library, Archives and Public Records.
Legitimacy of Calendar Entries
Entries made on a calendar do not comply with the retention schedule’s requirements for financial
records. However, since calendar entries were the primary supporting documentation provided, Board
staff took steps to ascertain whether the calendar information could be relied upon.
As part of the March 5th Documentation, Ms. McCarty stated, “I did keep records on my Google mobile
calendar of my expenses and intentions of my purchases and have provided them with this report.”
Board staff interpreted this sentence to mean that Ms. McCarty was adding the “expenses and
intentions” to her calendar as the expenses occurred. If that was the case, the calendar dates should
match the dates identified on the bank statements for the 98 remaining expenses. Instead, Board staff
found the calendar date was more likely to correspond with the accounting system date included on the
Site Visit List. For 22 of the 98 remaining expenses (22.4%), Board staff found the calendar date matched
the expense date per the bank statements, while for 87 of the 98 remaining expenses (88.8%), Board
staff found the calendar date matched the Site Visit List date.
Information obtained from StarShine’s bank statements, through Google searches or, in one case, a
receipt provided by Ms. McCarty also raised concern about the legitimacy of the calendar printout
provided for at least 25 transactions, some examples include:
 The March 5th Documentation included an August 12, 2017 receipt for $131.45 from a Walmart
in Santa Fe, New Mexico. The receipt shows payment was, in part, for panties, sleepwear and
mouthwash. On her calendar for March 14, 2017, Ms. McCarty does not mention these
expenses, but rather “WalMart Clean up for school, hoses, garbage bags, cleaner, mops,
brooms”.
 Ms. McCarty’s calendar for November 6, 2017 indicates $94.30 was spent at Circle Marina for
“Shells and Art Supplies for Teachers”. StarShine’s bank statement indicates this purchase
occurred on November 5, 2017 at “Circle Marina Car Long Beach”. According their website,
Circle Marina Car Wash offers hand car washes and auto detailing.
 Ms. McCarty’s calendar for November 27, 2017 indicates $285.64 was paid to Secure Care
Dental for “Insurance for staff”. During the February 26, 2018 site visit, Board staff reviewed the
supporting documentation for this expense and noted this in the February 27, 2018 email to Ms.
McCarty. The documentation reviewed at the site visit, along with StarShine’s bank statement
and accounting system report, shows the financial consultant paid this expense by check.
Therefore, this expense wouldn’t be on Ms. McCarty’s calendar because she didn’t pay for it
with her debit card. It was paid by the financial consultant with a check. Further, the March 5th
Documentation included a calendar printout for August 28, 2017, which was also a date when
Secure Care Dental was paid. The August payment was not reflected on Ms. McCarty’s calendar.
 Ms. McCarty’s calendar for December 22, 2017 indicates $165.32 was spent at Target for “Gift
Cards for Teachers for Christmas/Holiday”. December 22, 2017 was the first day of the school’s
winter break. StarShine’s bank statement indicates this purchase occurred on Christmas Eve at a
Target in Long Beach, California.
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Based on the information above, Board staff has concluded that the calendar information cannot be
relied upon. Further, it appears that Ms. McCarty’s calendar was manipulated in order to tie an expense
to an event, meeting or payment.
To determine the relevance of the 102 Expenses to the school’s operations, Board staff considered the
March 5th Documentation, used information from StarShine’s bank statements and conducted Google
searches.8 The March 5th Documentation included two instances where the support documentation was
sufficient to determine what had been purchased. However, in both cases, the expenses, which were
associated with a trip Ms. McCarty took to New Mexico, were not expenses of the school and therefore
should not have been paid using school monies.
For 81 of the 102 Expenses, Board staff concluded that these transactions were not relevant to the
school’s operations and therefore should not have been paid using school monies. These expenses
totaled nearly $15,000 and generally included trips, cash withdrawals, transfer of funds, and
miscellaneous purchases at stores and restaurants. For example,
 More than $2,800 spent by Ms. McCarty for a multi‐day trip to New Mexico in August. For more
information on the trip to New Mexico trip, see March 5, 2018 entry in “Timeline: Actions and
Communications” section.
 $1,600.95 spent by Ms. McCarty in September 2017 for, according to her calendar, “APS for
home Trish McCarty advance of payroll”. The calendar information agrees with the statement
made to Board staff when Ms. McCarty delivered the March 5th Documentation. Based on
information submitted to the bankruptcy court, Ms. McCarty’s pay was not subsequently
reduced by the amount of the APS expense. At the time Ms. McCarty used approximately $1,600
in school funds to pay her APS bill, StarShine owed more than $4,300 to SRP.
 $623.52 paid by Ms. McCarty in January 2018 to Waste Management for, according to her
calendar, “Large Container Drop Off for Tree Branches”. Board staff was contacted by a previous
employee of the school. The employee had stated that she had reason to believe that Ms.
McCarty used school monies to attend the Waste Management Phoenix Open golf tournament.
The tournament was held between January 29 and February 5. Based on information submitted
to the bankruptcy court, the school uses Republic Services and not Waste Management.
 More than $3,400 in cash withdrawals either through an ATM, in a bank/store or as cash back
with other purchases.9
o Ms. McCarty’s calendar for December 15, 2017 indicates $45.38 was spent at Target for
“Cleaning Supplies, Toilet Paper, Copy Paper, StarShine”. StarShine’s bank statement
indicates this purchase included $40 cash back.
o Ms. McCarty’s calendar for January 31, 2018 indicates $105.50 was withdrawn for “Cash
and ATM charge for Tony‐cleanup property to sell across street”. StarShine’s bank
statement indicates this ATM withdrawal occurred in Sedona.
 $350 transferred by Ms. McCarty from StarShine’s bank account to the bank account of her
company, Education Resources. According to Ms. McCarty’s calendar, $250 was transferred in
October 2017 for “$50/hour Grant Proposal from Grant Writer: Jillian Hopeful and Jessica” and
$100 was transferred in January 2018 for “Grant Research for Jillian Hopeful”.
8

As indicated in the “Timeline: Actions and Communications” section, during the site visit on February 26, 2018, the financial
consultant provided documentation supporting that 1 of the 103 expenses and 1 of the 2 withdrawals identified on the Site
Visit List were payments the consultant had made for school expenses. Through its own research, Board staff was able to
confirm that at least $500 of the $2,000 cash withdrawal made on December 29, 2017 was a school‐related expense.
9 This total does not include the $2,000 withdrawal made on December 29, 2017.
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For 21 of the 102 Expenses, Board staff concluded that insufficient information was available to
determine whether these transactions are or are not relevant to the school’s operations. These
expenses totaled more than $1,300 and generally included purchases made from businesses that offer
items that could be purchased by a school or an individual (e.g., iTunes, Cox Communications).
A review of the monthly operating reports filed with the bankruptcy court identified other concerns, but
Board staff did not request documentation for these expenses (e.g., purchases made at valley
restaurants and grocery stores) for the reason of time.
Based on the information above, Board staff has concluded that certain of Ms. McCarty’s transactions
were not relevant to the school’s operations and therefore should not have been paid using school
monies.

Failure to Timely Pay Debts
During the same period in which Ms. McCarty used nearly $15,000 of school monies on transactions
Board staff concluded were not relevant to the school’s operations, StarShine failed to pay debts
incurred after it filed for bankruptcy as they fell due or in the usual course of business as required by its
charter contract with the Board.10
 Accounts Payable – Based on the January 2018 operating report filed with the bankruptcy court,
StarShine’s post‐petition accounts payable liabilities totaled approximately $139,500 of which
nearly $111,000 (79.4%) was more than 90 days delinquent in payment (see Appendix C.
StarShine’s January 2018 Accounts Payable Aging Report). Between the August 2017 operating
report and the January 2018 operating report, StarShine’s post‐petition accounts payable
liabilities increased by nearly $17,700.
 Arizona State Retirement System (ASRS)11 – Based on the “Second Amended Administrative
Expenses Proof of Claim” (“Second Claim”) filed by Arizona Attorney General’s office on March
2, 2018 StarShine has failed to file returns for 24 post‐petition payrolls dating back to September
15, 2016 and failed to remit contributions for 25 post‐petition payrolls to the ASRS. After
removing $2,500 paid by StarShine on February 12, 2018 as part of a verbal payment plan
agreement with ASRS, the Second Claim identifies StarShine’s total liability to ASRS as nearly
$73,000. The amount owed to ASRS is not part of the accounts payable liability identified in the
previous bullet.
Although not as egregious as the accounts payable and ASRS items identified in the bullets above, Board
staff noted that all school employees did not timely receive their paychecks for the second payrolls in
December 2017 and January 2018.
Based on the information above, Board staff has concluded that StarShine failed to pay debts incurred
after it filed for bankruptcy as they fell due or in the usual course of business as required by its charter
contract with the Board.

10

Paragraph 14 Section B of StarShine’s renewal contract
The charter law allows, but does not require, charter schools to participate in the Arizona State Retirement System (ASRS).
Those that choose to participate in ASRS must comply with all applicable requirements. These requirements include not only
timely depositing contributions, but also submitting specific information for each payroll (“returns”) so that ASRS can accurately
credit the contributions to each ASRS member’s account.
11
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Prior Issues Related to StarShine’s Financial Records and Practices
This is not the first time issues have been identified related to StarShine’s financial records and
practices. The fiscal year 2013 audit found that for 60 expenses tested, StarShine was unable to produce
6 receipts related to travel expenses for the school’s administrators. The fiscal year 2014 audit found the
StarShine provided cash for an overseas travel engagement but did not require appropriate
documentation to account for the expenditures. In accordance with the Board’s Audit & Compliance
Questionnaire Follow‐up Matrix, StarShine was required to submit a corrective action plan (CAP) for
each audit. As part of the fiscal year 2014 audit CAP, StarShine submitted a policy, which stated, in part:
“It is StarShine Academy’s policy to reimburse employees for ordinary, necessary and
reasonable expenses when directly related to the transaction of StarShine Academy
business12…All charges to company debit card will be reviewed by CFO at month end to
determine if any charges should be reclassified from normal business expense to employee
personal expense. Charges deemed to be employee personal expenses will be reclassified as
miscellaneous employee compensation and a Form 1099 will be issued to employee at year end
in an amount equal to the total of these reclassified charges.”
Since the policy indicated StarShine would use charter school funds to pay for expenses it had
determined not to be a “normal business expense” but rather an “employee personal expense” by
increasing the employee’s compensation by the amount of the personal expense, additional information
was requested. StarShine’s next CAP response included minutes from the March 30, 2015 “Financial
Management Meeting” and a “corrected” copy of StarShine’s policy. The minutes of the meeting held by
Ms. McCarty, StarShine’s CFO and StarShine’s staff accountant stated, in part, “Upon submission to the
Charter Board of the policy on February 25, 2015, it became apparent that some of the language in the
adopted policy of November 14, 2014 was unclear as to intent…It was agreed that the intent of the
policy was never to allow personal expenses to be paid by corporate funds.” The previous policy
statement was replaced with, “Charges deemed to be employee personal expenses will be required to
be reimbursed by the employee immediately to StarShine Academy.”

Failure to Timely Update Charter’s Instructional Days
On December 5, 2018, as a component of the five‐year interval review process, Board staff conducted a
site visit that included a compliance check of StarShine’s operational performance. At the site visit,
StarShine was determined to be out of compliance with the contract. The number of instructional days
as listed in the contract (189 days) did not match the number of days on the school calendar (180 for K–
8, 146 for 9–12) and the Arizona Department of Education – School Finance calendar.
Communication Timeline
December 20, 2017

The Five‐Year Interval Review Final Report was uploaded to the DMS and
StarShine received notification through ASBCS Online of the completed
Interval Review Final Report.
 The follow‐up noted that the instructional days listed with ASBCS
Online did not align with the school’s calendared instructional days or
Arizona Department of Education’s ‐ School Finance calendar.

12

The policy states, “Directly related expenses are those in which there is the expectation of deriving some current or future
benefit for StarShine Academy, the employee is actively engaged in a business meeting or activity necessary to the performance
of the employee’s job duties, or in the case of entertainment, there is a clear business purpose. Employees are expected to
exercise prudent business judgment regarding expenses covered by this policy.”
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StarShine was given a deadline of January 19, 2018 (30 calendar days)
to submit an administratively complete Instructional Days Amendment
Request updating the number of instructional days provided annually
for K–8 to 180 days and 9–12 for 146 days at the school.

January 19, 2018

StarShine submitted an Instructional Days Amendment Request.

January 31, 2018

Board staff deemed the Instructional Days Amendment Request as
administratively complete and began the review for substantive completeness.

February 7, 2018

Board staff sent a substantively incomplete letter to Ms. McCarty through
ASBCS Online for the following reasons:
 The half‐day instructional schedule for the high school was not
provided.
 A description that included how the decrease in Instructional Days
would improve pupil achievement in the target population served by
the charter was not addressed for K–8.
 A description explaining how the changes in Instructional Days would
improve pupil achievement in the target population served by the
charter was not addressed for 9–12.
 The Instructional Hours Matrix per grade level was not consistent with
the hours for K–8, and
 The Instructional Hours Matrix per grade level for grades 9–12 could
not be calculated as the half day instructional schedule was missing.
The letter informed StarShine that revisions had to be received by February 21,
2018 or the request would be closed.

February 26, 2018

Board staff sent a Substantively Incomplete – Failure to Provide Required
Follow‐up Letter to Ms. McCarty through ASBCS Online.


The letter stated that StarShine failed to submit the required follow up
documentation for substantive review and the request was closed.
 The letter informed StarShine that the 30‐day follow‐up requirement
was not met, and it had seven days to submit an administratively
complete Instructional Days Amendment Request to update
StarShine’s contract. The request was due on March 5, 2018.

March 5, 2018

StarShine submitted an Instructional Days Amendment Request.

March 13, 2018

Board staff deemed the Instructional Days Amendment Request as
administratively incomplete for the following reason:


The Instructional Hours Matrix submitted with the request was not on
the currently approved ASBCS template.

StarShine was informed they had not met the seven‐day follow‐up
requirement and had a final opportunity to submit an administratively
complete Instructional Days Amendment Request by 5:00 p.m. on March 14,
2018 updating the number of instructional days provided annually for K–8 at
180 days and 9–12 for 146 days at the school or it would be placed on the April
9, 2018 Board meeting agenda for possible disciplinary action pursuant to
A.A.C. R7‐5‐505(G).
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March 15, 2018

StarShine failed to file an administratively complete Instructional Days
Amendment Request.

March 16, 2018

StarShine was notified by email that its failure to submit timely had been
expedited and placed on the Tuesday, March 20, 2018 Board meeting agenda
for consideration.

Conclusion
For the reasons stated above, StarShine has committed and engaged in gross incompetence or
systematic mismanagement of the school’s finances and financial records13 and has failed to timely
update its instructional days, which are violations of StarShine’s charter contract with the Board.
Board staff has forwarded a copy of the meetings materials to the Attorney General’s office. Prior to the
Board meeting, the other documentation obtained as part of Board staff’s review will be provided to the
Attorney General’s office.

13

Paragraph 14 Section C of StarShine’s renewal contract
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APPENDIX A
ADDITIONAL BACKGROUND INFORMATION
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I. Average Daily Membership
The graph below shows StarShine’s 100th day average daily membership (ADM) for fiscal years 2014
through 2018. The fiscal year 2018 ADM is as of March 8, 2018.

II. Academic Performance
School Profile and Academic Performance
School Name
Date Open
Location
Grades Served
FY 14 Letter Grade
ELA AzMERIT (13%+)
Math AzMERIT (10%+)
Science AIMS (53%+)

FY 15
4%
<2%
17%

+FY

StarShine Academy
July 1998
Phoenix
K ‐ 12
D‐ALT
FY 16
6%
<2%
*

FY 17
10%
2%
13%

17 State Average Passing
*If the percentage of students is 0% or 100%, or the group includes less than 10 students, the percentage for that group is
redacted.

III. Financial Performance Dashboard
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IV. Operational Performance Dashboard

March 20, 2018 Board Meeting

APPENDIX B
MARCH 5, 2018 DOCUMENTATION
PROVIDED BY MS. MCCARTY
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APPENDIX C
STARSHINE’S JANUARY 2018 ACCOUNTS
PAYABLE AGING REPORT

March 20, 2018 Board Meeting

