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Report Date: 04/26/2013 Report Type: Renewal
Charter Contract Information Hide Section
Charter Corporate Name: Southgate Academy, Inc.
Charter CTDS: 10-87-79-000 Charter Entity ID: 79085
Charter Status: Open Contract Effective Date: 07/01/1999
Authorizer: ASBCS Contractual Days:
Number of Schools: 1 e Southgate Academy: 180
Charter Grade Configuration: K-12 Contract Expiration Date: 06/30/2014
FY Charter Opened: 2000 Charter Signed: 06/28/2000
Charter Granted: 06/12/2000 Corp. Commission Status Charter Holder is in Good
Standing
Corp. Commission File # 10539978 Corp. Type Non Profit
([',;o':p. Commission Status 03/21/2011 Charter Enrollment Cap 1250
ate

Charter Contact Information

Mailing Address: 850 West Valencia Road Website: —
Tucson, AZ 85706
Phone: 520-741-7900 Fax: 520-741-7901
Mission Statement: The mission of Southgate Academy is to successfully promote a higher standard of education,

establish a safe environment for learning and social development, and enable students to
become lifelong responsible citizens. As an alternative school Southgate Academy Charter
School is committed to serving the unique needs of our “at risk” youth. It is our mission to
provide a mutually respectful environment where faculty and staff encourage and celebrate
student academic successes and develop a genuine sense of value and belonging through social
reinforcement.

Charter Representatives: Name: Email: FCC Expiration Date:

1.) Ms. Sherry Matjasik sdmatyjasik@southgateaz.org

Academic Performance - Southgate Academy Hide Section

School Name: Southgate Academy School CTDS: 10-87-79-101
School Entity ID: 79091 Charter Entity ID: 79085
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School Status: Open School Open Date: 07/01/1999

Physical Address: 850 W. Valencia Rd. Website: —
Tucson, AZ 85706
Phone: 520-741-7900 Fax: 520-741-7901
Grade Levels Served: K-12 FY 2012 100" Day ADM: 565.48
Academic Performance Per Fiscal Year Hide Section
FY AZ LEARNS Profile Met AYP
Alternative K-12 K12
2012 C-ALT — — — —
2011 — Performing — — Not Met
2010 — — Underperforming — Not Met
2009 — — Performing — No
2008 — — — Performing No

Charter/Legal Compliance

Charter Corporate Name: Southgate Academy, Inc.
Charter CTDS: 10-87-79-000 Charter Entity ID: 79085
Charter Status: Open Contract Effective Date: 07/01/1999
Timely Submission of AFR  Hide Section Timely Submission of Budget Hide Section
Year Timely Year Timely
2012 Yes 2013 Yes
2011 No 2012 Yes
2010 Yes 2011 Yes
2009 Yes 2010 Yes
2008 Yes 2009 Yes
Special Education Monitoring Detail Hide Section
SPED Monitoring Date 03/18/2009 Child Identification In Compliance
Evaluation/Re-evaluation: Partial High IEP Status: Partial High
Delivery of Service: In Compliance Procedural Safeguards: In Compliance
Sixty Day Item Due Date — ESS Compliance Date: 04/12/2010

Audit and Fiscal Compliance

Charter Corporate Name: Southgate Academy, Inc.
Charter CTDS: 10-87-79-000 Charter Entity ID: 79085
Charter Status: Open Contract Effective Date: 07/01/1999
Timely Submission of Annual Audit Hide Section
Year Timely

2012 Yes





2011 Yes
2010 Yes
2009 Yes
2008 Yes

FY Issue #1

2012

2011 Attendance Record Retention
2010

2009

2008

There were no repeat findings for fiscal years 2008 to 2012.
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RE: Action taken to meet Financial Guidance Standards

Below is a summary of steps taken by Southgate Academy, Inc.(SGA) to meet the
Unrestricted Days Cash and Total Liabilities to Equity Ratio standards.

1B-Unrestricted Days Cash

SGA increased the unrestricted cash balance from $295,594 to $305,092 while
decreasing the total operating expenses from 5.46 million to 5.15 million from FY
2010/11 to FY 2011/12. This effectively increased Unrestricted Days Cash from 19.7 to
21.6.*

SGA negotiated a lower interest rate on existing debt to related parties. The interest rate
was reduced from 9% to the applicable federal rate (.23% as of June 30, 2012).

SGA has reduced the operating budget from 4,752,145 in FY 2011/12 to 4,349,104 in FY
2012/13. As of 1/31/2013, SGA has increased the Unrestricted Days Cash to 28.

2A - Total Liabilities to Equity Ratio

During the fiscal year ended 6/30/2012, SGA paid $689,645 in principal payments of
long term debt effectively reducing the total liabilities to equity ratio from 10.27 as of
6/30/2011 to 4.95 as of 6/30/2012.

In the current fiscal year 2012/2013, SGA has paid down an additional $858,822 in long
term debt to bring the total liabilities to equity ratio to 3.17 as of 12/31/12.

*In FY 2011/12 SGA suffered losses related to a micro-burst and incurred 3.22 million in
expenditures related to the flooding. The expense related to flooding has been excluded
for purposes of calculating the Unrestricted Days Cash.






Southgate Academy, Inc. - Entity ID 79085
School: Southgate Academy

Renewal Executive Summary

| Performance Summary

Southgate Academy, 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” rating for fiscal year 2011. The charter holder did have compliance matters. The charter
holder’s organizational membership on file with the Board was consistent with the information on file
with the Arizona Corporation Commission.

| Profile

Southgate Academy, Inc. operates one school serving grades K-12. Southgate Academy, Inc. is
designated as an alternative school. The graph below shows the charter holder’s actual 100" day
average daily membership (ADM) for fiscal years 2009-2013.

Southgate Academy, Inc.:
Historical ADM for FY 2009 - 2013
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A dashboard representation of Southgate Academy, Inc.’s academic outcomes, based upon the
indicators and measures adopted by the Board, is provided below.
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Academic Performance Rating FY 2012

Charter Holder: Southgate Academy, Inc. Charter School: Southgate Academy
Entity ID 79085 Entity ID 79091, Grades K-12
1. Growth
Alternative K-12 la. SGP 1b. SGP Bottom 25% | 1b. Improvement
School School Year Math Read Math Read Math Read
Southgate Academy 2011-2012 32 34 33 41 36.5 46
Points Assigned 50 50 50 50 75 75
Weight 7.5 7.5 6.25 6.25 12.5 12.5
2. Proficiency
Alternative K-12 2a. Percent Passing 2b. Subgroup ELL 2b. Subgroup FRL 2b. Subgroup SPED
School
School Year Math Read Math Read Math Read Math Read
Southgate Academy 2011-2012 | 27/24 48/47 23/17 35/32 26/24 48/47 6/8 22/21
Points Assigned 75 75 75 75 75 75 50 75
Weight 7.5 7.5 1666667 1.666667 1.666667 1.666667 1.666667 1.666667

3. State Accountability & Overall Rating

4a, ab.
3a. State Graduation | Academic Overall
Alternative K-12 Accountability Rate Persistence | Rating
School School Year Grade GradRate | Persist <89, but> or =
Southgate Academy 2011-2012 50 | met 70.208 Meets Standard to 63
Points Assigned 50 75 100 <63, but > or =
Weight 5 15 15 100 Does Not Meet Standard | to39

<39

For additional information, see Academic Performance Framework and Guidance, available on the ASBCS webpage http://asbcs.az.gov
4/26/2013

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 73.333 including

points received for the FY 2012 letter grade of C-ALT 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 two or more “Does Not Meet Standard” in fiscal year 2011. The following table includes
the charter holder’s financial data and financial performance for the last three audited fiscal years.
Please note that at the time the charter holder was notified of its opportunity to apply for renewal, the

charter holder’s fiscal year 2012 audit had not yet been submitted due to the charter holder being
ASBCS, May 13, 2013 Page 2
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subject to a single audit. Subsequent to the charter holder’s notification date, the Board received
Southgate Academy’s fiscal year 2012 audit. The information from the fiscal year 2012 audit is reflected
in the following table.

Southgate Academy, Inc.

Financial Data

2012 2011 2010
Statement of Financial Position
Cash $1,114,855 |  $1,267,449 $999,583
Unrestricted Cash $305,092 $295,594 $125,205
Total Assets $16,745,580 $15,758,684 $15,990,796

Total Liabilities $13,948,985 $14,360,925 $14,840,936

Current Portion of Long-Term Debt &
Capital Leases $1,154,239 $401,683 $435,308
Net Assets $2,796,595 $1,397,759 $1,149,860

Statement of Activities
Revenue $9,790,303 $5,709,144 $6,195,435
Expenses $8,391,467 $5,461,245 $5,697,412
Net Income $1,398,836 $247,899 $498,023
Change in Net Assets $1,398,836 $247,899 $498,023

Financial Statements or Notes
Depreciation & Amortization Expense $403,487 $584,409

$567,294
Interest Expense $813,931 $892,160 991,301
$17,645 - -

Lease Expense

Financial Performance

| a2 | am 2010 __|3-yr Cumuiative

N/A
N/A
N/A

Going Concern

Unrestricted Days Cash
Default

19.76

N/A
N/A
$299,757
N/A

Total Liabilities to Equity Ratio

T 10.27 1291
($152,594) $267,866 $184,485

Net Income
Cash Flow

Fixed Charge Coverage Ratio

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” rating in fiscal year 2011. In its response, the charter holder identifies losses suffered as
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a result of a microburst. For fiscal year 2012, the above table includes approximately $5.2 million in
revenues and approximately $3.2 million in expenses associated with the microburst event.

| lll. Adherence to the Terms of the Charter

A. Compliance Matters Requiring Board or Other Agency Action

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

B. Other Compliance Matters

The fiscal year 2011 audit identified an issue that required a corrective action plan (CAP). Specifically,
the audit indicated that the charter holder did not have student sign in and sign out logs for the fiscal
year ended June 30, 2011. The audit also indicated that in September 2011 the school was damaged by
a microburst which led to significant water damage and lost documentation, including the logs. The
charter holder submitted a satisfactory CAP.

For the previous five fiscal years, the charter holder has failed to timely submit its Annual Financial
Report for one or more years.

In April 2009, ADE Exceptional Student Services notified the charter holder of partial compliance in some

areas with regard to specific regulations for Part B, Individuals with Disabilities Education Act (IDEA), and
the Arizona Revised Statutes. The compliance issues were reported by ADE as resolved in April 2010.

C. Charter Holder’s Organizational Membership

Because the organizational membership on file with the Board was consistent with the information on
file with the Arizona Corporation Commission, the charter holder was not required to submit the charter
holder’s Organizational Membership portion of the Detailed Business Plan Section

| 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
Southgate Academy, Inc.
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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, | move to deny the request for
charter renewal and to not grant a renewal contract for Southgate Academy, 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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