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Pathways KM Charter Schools, Inc. - Entity ID 78890
School: Rimrock Public High School

Renewal Executive Summary

| Performance Summary

Pathways KM Charter Schools, Inc. met the Board’s academic performance expectations as set forth in
the Performance Framework adopted by the Board and was waived from submitting the Academic
Performance Section of the renewal application. The charter holder was required to submit the Financial
Sustainability portion of the Detailed Business Plan Section of the renewal application. The charter
holder’s submission addressed those measures where the charter holder received a “Does Not Meet
Standard” or “Falls Far Below Standard” rating for fiscal year 2012. The charter holder did have
compliance matters. The charter holder’s organizational membership on file with the Board was not
consistent with the information on file with the Arizona Corporation Commission and the charter holder
was required to submit the Organizational Membership portion of the Detailed Business Plan Section of
the renewal application. The renewal application package submitted by the charter holder provides
evidence of organizational membership alignment as required in the application.

| Profile

Pathways KM Charter Schools, Inc. operates one school serving grades 9-12 in Rimrock. As part of the
five-year interval review conducted in 2010 the charter holder was required to submit a Performance
Management Plan. The graph below shows the charter holder’s actual 100" day average daily
membership (ADM) for fiscal years 2009-2012 and the fiscal year 2013 ADM as of May 13, 2013.

Pathways KM Charter Schools, Inc.:
Historical ADM for FY 2009 - 2013
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A dashboard representation of Rimrock Public High School’s academic outcomes, based upon the
indicators and measures adopted by the Board, is provided below.

Entity ID 78890

Academic Performance Rating FY 2012
Charter Holder: Pathways KM Charter Schools, Inc.

Charter School: Rimrock Public High School

Entity ID 78891, Grades 9-12

1. Growth
Small High School la. SGP 1b. SGP Bottom 25%
School School Year Math Read Math Read
Rimrock Public High School 2011-2012 38.5 52 56.5 53
Points Assigned 50 75 75 75
Weight 7.5 7.5 7.5 7.5
2. Proficiency
2b. Composite
2a. Percent School 2c¢. Subgroup
Small High School Passing Comparison 2¢. Subgroup ELL | 2c. Subgroup FRL SPED
School
School Year Math | Read | Math | Read Math Read | Math | Read | Math | Read
Rimrock Public High School 2011-2012 34/32 | 76/61 2.5 NR NR 39/31 | 78/58 15/9 | 36/29
Points Assigned 75 75 75 100 0 0 75 75 75 75
Weight 10 10 7.5 7.5 0 0 3.75 3.75 3.75 3.75
3. State Accountability & Overall Rating
Overall Ratin; Point Range
4a.
3a, State Graduation | Overall >or=to89
Small High School Accountability Rate Rating <89, but>or=
School School Year Grade GradRate MEEiEa :"6633but T
Rimrock Public High School 2011-2012 50 66.25 Dout Not Maststandard | 1o 39 )
Points Assigned 50 25
Weight 5 15 100 <39
Additional information regarding the Academic Framework can be found at http://www.asbcs.az.gov/ 5/23/2013

I. 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.

The overall rating for the school on the Board’s academic performance measures was 66.25 including
points received for the FY 2012 letter grade of C as reported by the Arizona Department of Education.

Il. Viability of the Organization

The charter holder did not meet the Board’s financial performance expectations because the charter
holder received one or more “Falls Far Below Standard” and two or more “Does Not Meet Standard” in
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fiscal year 2012. The following table includes the charter holder’s financial data and financial
performance for the last three audited fiscal years.

Pathways KM Charter School, Inc.

Financial Data

2012 2011 2010
Statement of Financial Position
Cash $20,073 $45,987 $54,880
Unrestricted Cash $16,648 $43,165 $45,546
Total Assets $44,741 $69,539 $87,362

Total Liabilities $6,316 $3,958 $4,475
Current Portion of Long-Term Debt &
Capital Leases - - -

Net Assets $38,425 $65,581 $82,887

Statement of Activities

Revenue $404,771 $462,960 $457,895
Expenses $431,927 $480,266 $452,480
Net Income ($27,156) ($17,306) $5,415
Change in Net Assets ($27,156) ($17,306) $5,415

Financial Statements or Notes
Depreciation & Amortization Expense $6,536 $6,731 $6,768
Interest Expense - - -

$49,200 $49,200 $48,000

Lease Expense

Financial Performance

| a2 | am 2010 __|3-yr Cumuiative

N/A
N/A
N/A

Going Concern

Unrestricted Days Cash
Default

N/A
N/A
(530,484)
N/A

Total Liabilities to Equity Ratio
Net Income ($27,156) ($17,306)

Cash Flow ($25,914) (38,893)

Fixed Charge Coverage Ratio 0.58 0.79

The charter holder was required to submit additional information regarding the charter holder’s
financial situation (presented in the charter holder’s renewal portfolio: c. Financial Sustainability). The
charter holder’s submission addressed those measures where the charter holder received a “Does Not
Meet Standard” or “Falls Far Below Standard” rating in fiscal year 2012.
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| lll. Adherence to the Terms of the Charter

A. Compliance Matters Requiring Board or Other Agency Action

Over the past five years, there were no items to report.

B. Other Compliance Matters

The fiscal year 2010 audit stated that a background check was not obtained for one employee who
worked only during the month of June 2010 when school was not in session. The employee in question
was employed for a total of 18 hours in which they moved equipment and school supplies so that
flooring could be replaced in the modular. Since the individual was no longer employed by the charter
holder, a corrective action plan was not required.

The fiscal year 2012 audit identified a repeated audit issue that had not been corrected from the prior
year’s audit involving documentation not being available to support the posting of meeting notices on
the school’s website. Additionally, the fiscal years 2009 and 2012 audits identified a repeated audit issue
that had not been corrected from the prior years’ audits involving the charter holder’'s management not
possessing the competencies required to prepare full disclosure financial statements in accordance with
generally accepted accounting principles.

C. Charter Holder’s Organizational Membership

Because the organizational membership on file with the Board was not consistent with the information
on file with the Arizona Corporation Commission, the charter holder was required to submit the charter
holder’s Organizational Membership portion of the Detailed Business Plan Section. The charter holder
provided evidence of the appropriate filing that aligns organizational membership on file with the Board
and the Arizona Corporation Commission.

| 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. In this case, the charter holder meets the academic performance expectations set forth
in the Board’s performance framework. There is a record of past contractual noncompliance which has
been reviewed. 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, | move to approve the request for charter renewal and grant a renewal contract to
Pathways KM Charter Schools, Inc.

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
ASBCS, June 10, 2013 Page 4






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, | move to deny the request for
charter renewal and to not grant a renewal contract for Pathways KM Charter Schools, 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.)

ASBCS, June 10, 2013 Page 5
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Dashboard Alerts Bulletin Board Charter Holder DMS Email Tasks Search Help Other

Five-Year Interval Report Back to reports list

AR1ZONA STATE BoARD FOR CHARTER ScHoOLS
Renewal Summary Review

Interval Report Details Hi

Report Date: 02/21/2013 Report Type: Renewal
Charter Contract Information Hide Section
Charter Corporate Name: Pathways KM Charter Schools, Inc.
Charter CTDS: 13-87-02-000 Charter Entity ID: 78890
Charter Status: Open Contract Effective Date: 08/25/1999
Authorizer: ASBCS Contractual Days:
Number of Schools: 1 e Rimrock Public High School: 144
Charter Grade Configuration: 9-12 Contract Expiration Date: 08/24/2014
FY Charter Opened: 2003 Charter Signed: 05/14/2002
Charter Granted: 04/15/2002 Corp. Commission Status Charter Holder is in Good
Standing
Corp. Commission File # 1207164-0 Corp. Type Non Profit
([',;o':p. Commission Status 06/10/2008 Charter Enrollment Cap 150
ate

Charter Contact Information

Mailing Address: P.O. Box 248 Website: —
Rimrock, AZ 86335
Phone: 928-567-9213 Fax: 928-567-9304
Mission Statement: The mission of Pathways Charter Schools, Inc. is to create a nurturing, challenging and

disciplined environment in which all students can be educated to become lifelong learners and
responsible members of society.

Charter Representatives: Name: Email: FCC Expiration Date:

1.) Ms. Kathleen McCabe k.mccabe 08/02/2011
@rimrockpublichighschool.org

Academic Performance - Rimrock Public High School Hide Section
School Name: Rimrock Public High School School CTDS: 13-87-02-001
School Entity ID: 78891 Charter Entity ID: 78890

School Status: Open School Open Date: 08/11/2003
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Physical Address: 3705 Beaver Creek Rd

Phone:

Rimrock, AZ 86335
928-567-9213

Grade Levels Served: 9-12

Website:

Fax:

FY 2012 100" Day ADM:

928-567-9304
50.34

FY

2011 —
2010 —

2009 — =
2008 — —

AZ LEARNS Profile
High School HS
2012 C — —
Performing —
Performing —
Performing
Performing

Met AYP

Not Met
Not Met
No

Yes

Academic Performance - Pathways Preparatory Academy

Hide Section

School Name:

School Entity ID:
School Status:
Physical Address:

Phone:

Pathways Preparatory
Academy

79167
Closed

675 West Sunland Drive
Camp Verde, AZ 86322

928-567-9213

Grade Levels Served: 7-8

School CTDS:

Charter Entity ID:
School Open Date:
Website:

Fax:

FY 2009 100" Day ADM:

13-87-02-002

78890
08/11/2003

928-567-9304

FY
0

AZ LEARNS Profile

2009 No Data Available
2008 No Data Available

Met AYP

Charter/Legal Compliance

Hide Section

Charter Corporat

Charter CTDS:
Charter Status:

e Name:
13-87-02-000
Open

Pathways KM Charter Schools, Inc.

Charter Entity ID:
Contract Effective Date:

78890
08/25/1999

Year
2012
2011
2010
2009
2008

Timely
Yes
Yes
Yes
Yes
Yes

Year
2013
2012
2011
2010
2009

Timely
Yes
Yes
Yes
Yes
Yes






SPED Monitoring Date 07/05/2010 Child Identification In Compliance

Evaluation/Re-evaluation: In Compliance IEP Status: In Compliance
Delivery of Service: In Compliance Procedural Safeguards: In Compliance
Sixty Day Item Due Date — ESS Compliance Date: 07/12/2010

Audit and Fiscal Compliance Hide Section
Charter Corporate Name: Pathways KM Charter Schools, Inc.
Charter CTDS: 13-87-02-000 Charter Entity ID: 78890
Charter Status: Open Contract Effective Date: 08/25/1999

Year Timely
2012 Yes
2011 Yes
2010 Yes
2009 Yes
2008 Yes

FY Issue #1

2012

2011

2010 No CAP Fingerprinting
2009

2008

FY Issue #1 Issue #2

2012 Repeat GAAP Financial Statements Repeat Open Meeting Law
2011

2010

2009 Repeat GAAP Financial Statements
2008







Pathways KM Charter Schools, Inc.

Rimrock Public High School

CTDS# 138702001
3705 Beaver Creek Road » PO Box 248
Rimrock, AZ 86335
928 567 9213

April 24, 2013
Elements of consideration concerning the Financial Performance Framework

Hello, My name is Kathleen McCabe and | am the President of the governing Board of Pathways
KM Charter Schools, Inc. The only school we have right now is Rimrock Public High School.
Rimrock is a rural community about 10 miles north of Camp Verde. | am the principal of RPHS
and one of the teachers.

In the summer of 2005 I incorporated as a Not-for-Profit Entity and took over what was
originally a For-Profit Charter. The original charter holder owed a debt to the state that was
resolved by the sale of the school building that had been purchased with original charter start up
revenue. When the building sold just one year after | took over the charter | was faced with
finding a new location. | had about 35 students at the time that really needed a place to finish
high school. So I moved the school from Camp Verde to Rimrock and changed the name to
Rimrock Public High School.

I incorporated as a Non-profit entity so that the school could continue to acquire federal Title-
one grants. During my first year | was faced with School Improvement. At one point during the
school improvement process it was recommended that we be designated as an “alternative
school”. That designation would lower the academic accountability standard to within reach
since a high percentage of our population has always been At-Risk students. | was not in favor
of the “alternative” label and worked to gain credibility as a small high school of choice.

It was a very strenuous task to raise student achievement to a level that would meet state and
federal standards of acceptable performance. We continued as a Title-one school for three years
until the amount of revenue that we qualified for was not worth the time spent on accountability
paperwork. During that time | wrote and acquired a 501©3 for the charter so that we would
qualify for other grant revenue.

In the fall of 2006 | was able to lease some small classrooms from a very nice church in
Rimrock. We opened the first year with 35 Rimrock Public High School students and on the
100" day of the year had 44. The Beaver Creek Baptist Church, who we were leasing space
from, was very excited about the education program we were offering and determined to build an
addition onto the existing building if we would continue to be the tenant. We agreed and by the
time we moved into the beautiful new facility in late fall of 2007 we had 61 students.

www.rimrockpublichighschool.org





Pathways KM Charter Schools, Inc.

Rimrock Public High School

CTDS# 138702001
3705 Beaver Creek Road » PO Box 248
Rimrock, AZ 86335
928 567 9213

I determined from the beginning that I would only hire Highly Qualified Certified teachers. In
addition we maintained a student/teacher ratio of 20/1 and focused on a direct instruction model.
For many parents this was a very pleasant alternative to the crowded classrooms of the local
pubic high schools. | gave many students who had gotten into trouble at other schools a second
chance. It turned out to be a 50/50 chance that they would graduate but it was worth sacrificing
the graduation rate for the sake of the ones who took advantage of the opportunity and got a valid
high school diploma.

In the spring of 2009 we had 21 seniors who received diplomas at graduation. We maintained a
population of over 60 the following year and then each year since then the number declined. The
reasons for the continued decline down to the present number of 42.5 are varied.

The following table reflects the actual number of students we were paid for each year.

Year 100" day notes

06-07 41 Opened school

07-08 48

08-09 59 New facility

09-10 55

10-11 56 Low freshmen enroliment

11-12 46 No surge of new students
between Nov & Jan from

other schools
12-13 42 .5 Low freshmen enrollment

Rimrock does not have a district high school. There is a K-8 district called Beaver Creek
Elementary and students who graduate from there have a choice of two high schools that the
Beaver Creek District provides transportation to; Camp Verde HS or Mingus Union HS. In the
spring of 2009 | was made aware of the fact that faculty and administration of the Beaver Creek
Elementary school were telling parents not to send their students to Rimrock Public HS. They
told them it was a bad school, that their credits would not transfer, and that they would not be
able to attend college if they did. This slander still continues. Our freshmen enrollment does not
depend on Beaver Creek School alone.

Beaver Creek Elementary and Camp Verde HS sought ways to keep students in the district
schools and the following changes occurred:

1. School policy changes that said if a student transferred from an unaccredited school then they
would not honor the academic credits earned there.

2. Camp Verde Chartered an Alternative School that uses an on-line type of curriculum A++ and
they are able to house 80 At-Risk students on computers with just 2 full time teachers.

3. Beaver Creek Elementary implemented an on-line high school curriculum through Mesa
Unified Schools.

www.rimrockpublichighschool.org





Pathways KM Charter Schools, Inc.

Rimrock Public High School

CTDS# 138702001
3705 Beaver Creek Road » PO Box 248
Rimrock, AZ 86335
928 567 9213

The Camp Verde district alternative charter gave the regular district high school a place to put
their At-Risk population so the academic accountability and the graduation rate of their regular
high school and their revenue was protected. Our population went down and for the past two
years has finished the 100" day in the 40°s.

In an effort to stay in the political game | contacted North Central Accreditation and achieved
accreditation in the Spring of 2010. We are not an “alternative” school and despite the odds have
managed to help At-Risk students achieve success. Because our numbers are small we struggle
with the ongoing expenses of operating a high school that meets the standards of AdvancEd.

For all of the responses in the Financial Performance Framework it is worth noting the
following:

1. This year our lease agreement with Beaver Creek Baptist Church has been amended. It is now
calculated on a specific amount based on the number of students enrolled instead of the flat fee
that we started with in 2006. This is a significant reduction in our overhead.

2. In FY12 we experienced an unexpected drop in enrollment that exceeded the average annual
loss of the three previous years. The school was forced to let two teachers go before beginning
FY13.

3. The State of Arizona has continually decreased the amount of revenue per student paid.

4. We have very limited assets (most of the technology has fully depreciated) and the school is
very liquid since we have yet to incur any long term debts.

I have reduced my personal teaching and administration salary to ensure that we maintain the
current certified teachers for all four academic core content areas. The teachers are the most
valuable asset to the school and they protect the integrity of our academic program.

5. Some members of the teaching staff will move to a part time basis for FY14.

6. All of the current staff has been teaching here for at least 5 years. All will be returning.

We feel confident based on the current parent and student surveys that our school will continue
to attract a population of students who are looking for a small school with a small teacher/student
ratio. Many of our survey comments pertain to the fact that the teachers really do care and that
the students get the help they need to be academically successful.

Responses to the Financial Performance Framework

1b UNRESTRICTED DAYS CASH

The charter received a rating of Falls Far Below (fewer than 15 days cash)

Our score 14.1

The charter holder has access to other sources of cash through related parties. While it has not

been necessary to access this cash to meet the expenses of the school there is approximately
$25,000 available in the event of a shortfall.

www.rimrockpublichighschool.org





Pathways KM Charter Schools, Inc.

Rimrock Public High School

CTDS# 138702001
3705 Beaver Creek Road » PO Box 248
Rimrock, AZ 86335
928 567 9213

2b NET INCOME
The charter received a rating of Does Not Meet (net income is zero or negative)

This is due to the fact that there was, several years ago, a positive net income of over $30,000.
This has been used up over the years. As of FY13 expenses have been significantly reduced
since the excess is no longer available. The charter has experienced a significant decline in
enrollment during the past three years that was not anticipated.

2c CASH FLOW
The charter received a rating of Does Not Meet (three year cumulative average is negative)

Over the past three years expenses have been steadily reduced and excess revenue from four
years ago has been consumed. Significant changes in staff and lease amendments have helped to
compensate for the decline in enrollment. Future expenditures have been adjusted to improve
the cash flow situation in the coming fiscal year to a positive number.

2d FIXED CHARGE COVERAGE RATIO
The charter received a rating of Does Not Meet (fixed charge coverage is less than 1.0)
Our score .58

As of FY13 the fixed charges have been adjusted to compensate for the decline in enroliment.

Focused on Student Success,
/ffati/m /%5«/&
Principal/Teacher & Charter Operator

www.rimrockpublichighschool.org






Pathways KM Charter Schools, Inc.

Rimrock Public High School
CTDS# 138702001
3705 Beaver Creek Road « PO Box 248
Rimrock, AZ 86335
928 567 9213

April 29, 2013
Re: Renewal Application

It has been brought to my attention that the information filed with the corporation commission
was incomplete. As of today the annual report to the Corporation Commission due on May 5,
2013 has been revised. It lists all four members of the board as directors. It also lists me as the
President of the corporation.

Focused on Student Success,
Kathtoen MeCabe
Principal & Charter Operator
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