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As Ms. Kolts noted, my testimony today is for the purpose of explaining the reasoning 
behind my recommendation, which is documented in Exhibit A “Request for Hearing 
and Notice of Recommendation”.    
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Condition 1:  Academic Accountability
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IDVA FY22 Annual Performance Report:  Exhibit H, Page 17

I’m going to start by looking at the academic condition. 

While IDVA’s outcomes on most of our academic measures did meet the minimum 
standard, the measure to which the renewal condition refers is an area in which the 
school can and should improve its outcomes.  

The measure for which this renewal condition is recommended, considers the % of 
12th grade students who were not enrolled for the whole school year, but who were 
enrolled for at least one grading term, who achieved graduation.  Earning a diploma is 
a primary goal of 12th grade and a primary reason the school is funded.

This is not the only measure that considers graduation rates.  Other measures 
consider the school’s 4 and 5 year Adjusted Cohort Graduation Rates (ACGR) in a 
more tradition way.  This specific measures Is intended to tell us more about the 
graduation trends of a specific sub-group of at-risk students who are close to the 
finish line.  Whether because these students have completed almost all the credit 
they need to graduate or (more often) because they are about to age-out of the 
system at 21, there is a limited amount of time remaining during which any public 
school can help this group of students.  This really is a last chance for most of these 
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kids, and this measure helps us see how well a school is responding quickly to the 
unique needs of this group.  

In FY22, 21% of the students in this sub-group graduated from IDVA.  For comparison, 
across the two years during which this data has been evaluated at Commission 
authorized alternative programs, the average rate of performance is 34%.  

The existing “meets standard” mark for this measure, adopted by the Commission, is 
a 10% higher outcome in the current year than in the previous year for each school.  
IDVA’s outcome in FY22 did not outperform its previous years’ score by 10%.  The 
school’s outcomes did not meet the established standard and its performance is 
significantly below average. 

IDVA receives state funding for the students it serves.  Students who are enrolled in a 
school, even for a short period of time, contribute to the overall funding of the 
school.  Students enrolled in an alternative program generate funding on the 
assumption of a higher ratio of staffing to students.  This effectively generates 
additional funding which is intended to assist the school in meeting the unique needs 
of at-risk students.   Students between the ages of 18 and 21 continue to generate 
funding in an alternative program precisely because alternative programs are funded 
and expected to be better able to get these kids across the finish line.   

I don’t disagree that serving at-risk students is hard.  It is hard, and the unfortunate 
truth is that we can’t save all of them.  In Exhibit 10, you’ll see notes from IDVA about 
students who are homeless or chronically absent.  These are factors of at-risk 
students, but our funding formula accounts for the additional staff and services 
necessary to be successful in meeting these additional needs.  And remember, the 
goal here isn’t to get 100% of this subgroup graduated.  It’s not to get 75% of them 
graduated.  The goal is 22%.

Taxpayers have made an investment in this school.  They should, and the Commission 
should, expect a return on that investment.  

My recommendation of raising performance on this measure by 1% over the next 2 
years is a pretty low bar.  Literally anything less would be to expect no improvement 
at all.  I can’t make that recommendation. 
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Condition 3: Exemption from Financial Accountability
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D. School Performance. The School shall achieve an accountability designation of Good

Standing or Honor on each of the three sections of the Performance Framework. In the

event the School is a party to a third party management contract which includes a deficit

protection clause, the School shall be exempt from some or all measures within the

financial portion of the Performance Framework. In accordance with Charter School Law,

the Authorizer shall renew any charter in which the public charter school met all of the

terms of its performance certificate at the time of renewal.

IDVA Performance Certificate, Section 4.D:  Exhibit B, Page 3

I am now going to move on to the financial condition. 

In 2014, and again in 2018, this school negotiated the inclusion of the statement of 
exemption you see on this slide.  This is excerpted from Page 3 of Exhibit B, which is 
the school’s performance certificate.  The exemption clauses reads:  “In the event the 

School is a party to a  third party management contract which includes a deficit 

protection clause, the School shall be exempt from some or all measures within the 

financial portion of the Performance Framework.”

As the commission is required to make charter renewal decisions based on 
independent fiscal audits and on each school’s outcomes on the Performance 
Framework incorporated into that school’s performance certificate, I am concerned 
that the expectations we have for this school’s performance are different from the 
expectations we have for every other school in our portfolio. 

The Commission has a statutory obligation to hold the school accountable, to 
continually monitor the school’s performance, to provide oversight, and to publish a 
report for the benefit of the public each year.  I believe that the inclusion of this 
clause in a contract that cannot be modified without the mutual agreement of both 
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parties was a mistake.  We need to own that mistake.  But we also cannot make the 
same mistake again.

Which measures is the school exempted from, exactly?  Most of them. 
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Exempt from Gray Measures
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IDVA Performance Certificate:  Exhibit C, Pages 37-38

Exempted From: 

Current Ratio

Cash Ratio

Unrestricted Days Cash

Total Margin

Debt to Asset Ratio

Cash Flow

Debt Service Coverage Ratio

Not Exempted From: 
Default

Each school’s performance certificate is required by statute to include a framework 
which defines the metrics and measures the school is to be held accountable to.  

On pages 37-38 of IDVA’s performance certificate (Exhibit C), you can see that the 
school is exempted from almost all of the financial measures, as indicated by the gray 
shading.  The only measure this school is held accountable to is the Default measure 
which, in part, considers whether a school is paying its bills on time.   
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Impact of the Exemption
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IDVA FY19 Annual Performance 

Report:   Exhibit E, Page 4
IDVA FY20 Annual Performance 

Report:  Exhibit F, Page 4

This exemption has a profound impact on public transparency.   

Because of this exemption, the school’s annual performance reports, which are 
published for the benefit of both the public and the commission, do not provide an 
adequate level of financial transparency.  For example, this slide shows excerpts from 
two annual performance reports (FY19, exhibit E and FY20, Exhibit F).    

On page 4 of both of these exhibits the school’s financial performance is reported as 
“honorable” or “exceeds standard”. The reports show that the school earned 100% of 
the points possible in this category.  But if you look at the gray boxes, located on the 
same page, you’ll see that the school is only being evaluated on one measure.  

An “honorable” financial rating for IDVA means only that we believe the school has 
paid its bills on time. 

The same “honorable” rating for any other school in our portfolio has a much more 
nuanced meaning because it reflects the school’s performance across all of the 
measures. Any other school that earns this same rating has: at least 60 days cash on 
hand, has more assets than liabilities, does not rely on future years’ revenue to 
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operate in the current year, and so on.  These outcomes and factors are no less 
important for IDVA than they are for any other public school.
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Sample of Financial Calculations
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1. Current Ratio 

Calculation: Current Assets divided by Current Liabilities 

2. Unrestricted Days Cash 

Calculation: Unrestricted Cash and investments divided by 

((Total Expenses minus Depreciation Expense) / 365) 

5. Total Margin and 3Yr Aggregated Total Margin 

Calculation: 
Most Recent Year Total Margin: 2019 Net Income divided by 2019 Total Revenue. 
3-Year Aggregated Total Margin: (2019 Net Income +2018 Net Income 

IDVA Financial 

Framework: Exhibit M, 

Pages 3 and 5

If IDVA was not currently exempt from accountability on the financial measures, you 
would not see a honorable rating at all.  This is because several of the data points 
used in the calculations for our financial measures are data points that IDVA chooses 
not to maintain in a financially healthy way. 

This slide shows a sample of the calculations used for just 3 of the financial measures.  
(The calculations for all of our measures can be found in Exhibit M, which is the 
Commission’s adopted financial framework).  As you know, variables such as a 
school’s current assets, cash and investments, and net income, are extracted from the 
school’s annual audit report (which is conducted by a third-party auditor) and used to 
populate the calculations for each of our financial measures. 

The outcomes of the calculations correlate to ratings, such as honorable, meets 
standard, or does not meet standard.  The commission has established a “meets 
standard” mark for each of these measures. For example, 60 days cash on hand 
meets standard on that measure.      

Evaluation of IDVA’s fiscal audit, which statute requires the commission consider as 
part of its renewal decisions, shows that the school doesn’t have 60 days cash on 
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hand.  In fact, if we look at Exhibit P, you can see the school hasn’t achieved a meet 
standard rating on very many measures across the years of this term.  While the 
school’s performance certificate exempts the school from accountability to these 
measures, we cannot ignore that the school’s financial audit does not reflect 
financially healthy practices.  IDVA needs to improve its financial outcomes and the 
first step in that process is to establish that the school is to be held accountable to 
the same standards as every other school.  

I want to pause for a moment to address the GASB 87 document included as exhibit 
34.  The Governmental Accounting Standards Board (GASB) is the entity that 
establishes accounting standards for governmental entities. While charter school 
governing boards are non-profit entities, the schools they run with public dollars are 
established in statute as political subdivisions and therefore the GASB rules apply.  
IDVA has drawn your attention specifically to GASB Statement number 87, which was 
issued in 2017.  This statement changed the way we are to consider long-term leases 
held by governmental entities.  Essentially, the total amount due over the length of 
the lease is considered a liability.  A “right of use” asset helps to balance this out, but  
the two are not equal.  The liability is always greater than the asset, because the 
asset is not owned by the leasee.  In order to create a balance in the ratio of assets to 
liabilities, a charter school must take additional steps to reduce the risk to taxpayer 
dollars.  There are many ways to do this.  Increasing the school’s reserve fund is one 
option.  

But rather than take any additional steps, IDVA wants you to adjust the existing 
calculations to factor out the change implemented by GASB statement 87, so that the 
risk appears to be less than it is.  GASB issued this statement because the 
Governmental Accounting Standards Board believed there was need to view long-
term leases as a greater risk than had been acknowledged in the past.  We are seeing 
this play out in Idaho with a school that is being sued for the full amount of a 20 year 
lease, because the risk GASB perceived is a real risk.  This commission is in no 
position to dismiss financial risk or to exclude statement of that risk in public reports.  
I also want to note that Page 2 of Exhibit 34 includes projected calculations for debt 
to asset ratio and total margin which were calculated by the school’s auditor.  Even 
with the exclusion of GASB 87 calculated by the school’s auditor the outcomes still do 
not meet standard.  

The cause of the school’s inability to meet standard on the commission’s financial 
measures is not because GASB 87 creates standards that are too high.  The cause is 
that the school’s board has chosen to engage in a contract the school can’t afford and 
through that contract to engage the school in poor financial practices.   

The services agreement between IDVA and Stride results in the school always having 
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a zero or near-zero year end fund balance, never holding any significant assets, and 
not maintaining sufficient cash on hand.  These are risky financial practices for a 
charter school governing board to engage in, and they are exactly the risk factors that 
our measures are designed to alert the commission and the public to.   
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Services Agreement – Service Fees
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• 4.2. Administrative Services Fee. In consideration of the value of the Administrative Services provided by K12, Academy will pay

K12 and its Affiliates fifteen percent (15%) of the Program Revenues for the Administrative Services (the "Administrative Services 

Fee") for each Fiscal Year of the Agreement. Payment for the Administrative Services Fee shall be made in accordance with Section 

11 below.

• 4.3. Technology Services Fee. In consideration of the value of the Technology Services provided by K12, Academy will pay K12 

and its Affiliates seven percent (7%) of the Program Revenues for the Technology Services (the "Technology Services Fee") for the 

each Fiscal Year of the Agreement. K12 will cooperate with the Academy, to the extent reasonable and practical, to ascertain what 

portion of the Technology Service Fee (or any other fee owing under this Agreement) is compensable as "Transportation" costs or 

other costs under the reimbursement terms and provisions of the Idaho Education Code. Payment for the Technology Service Fee 

shall be made in accordance with Section 11 below.

IDVA Services Agreement:  Exhibit N, Page 6

So let’s look at what this agreement requires.  

The fee structure begins on page 6 of Exhibit N.    IDVA is contractually obligated to 
pay Stride an administrative services fee of 15% of its total revenue and a technology 
services fee of 7% of its total revenue.
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Services Agreement – Performance Fee
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IDVA Services Agreement:  Exhibit N, Pages 7-8

• 4.4.2.Performance Fee. Should there be a positive Net Asset balance remaining at the end of a fiscal year after 

payment of the Net  Asset Fee, per Section 4.4.1, or if no such fee is due to K12 and the Program has a positive 

Net Asset balance; the Academy will pay to K12 a Performance Fee based on the following conditions. In no 

event will the Performance Fee exceed 50% of the then existing Net Asset balance.

• 4.4.2.1. Should the Academy end a Fiscal Year with a positive Change in Net Assets and a positive Net 
Asset balance as evidenced by the audited financial statements prior to the payment of the Performance 
Fee and immediately after payment of the Net Asset Fee, if any, for a given Fiscal Year during the Term, as 
evidenced by Academy's audited financial statements then:
• 4.4.2.1.1. One percent (1.0%) of the current year Program Revenue will be paid to K12 as a 

performance fee.

• 4.4.2.2. Based on the results of a survey of all Program parents . . . 
• 4.4.2.2.1. One percent (1.0%) of the current year Program Revenue will be paid to K12

• 4.4.2.3. If both conditions are met in Sections 4.4.2.1and 4.4.2.2 the fee to be paid will be two
• and one-half percent (2 Y:z%) of the current year Program Revenue.

The school is also required to pay a performance fee of up to 2.5% of its total 
revenue. 
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Cost of Services
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SDE Revenue and Expenditure Reports:  Exhibit O, Page 3

FY21 Fiscal Audit:  Exhibit K, Page 22

Based on state and federal revenue reported by the State Department of Education 
for fiscal year 2021 (the most recently available public data)  which you’ll see on page 
3 of Exhibit O and at the top this slide, IDVA received approximately $26 million 
dollars.  

It follows then, that 20%, or a little more than $5 million dollars, was due to Stride as 
a direct fee.  

When we cross reference this with Section H of the school’s financial audit for that 
year (which you’ll see below the blue line on this slide), we see that the school was 
actually invoiced for more than $9million dollars, not $5.  Where does the difference 
come from?   
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Services Agreement – Ed Products
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4.1. Educational Product Prices. In consideration of the value of the Educational Products provided by K12 

(including teaching support), Academy will pay K12 and its Affiliates for the Educational Products based on the 

then current national K12 Managed Virtual School Pricing for similarly situated schools ("Product Price List").

IDVA Services Agreement:  Exhibit N, Page 6

IDVA Expenditure Report:  Exhibit S, Page1

It comes from more fees.  

Another set of fees, called Educational Products Fees, appear to make up the 
difference.   These products include access to proprietary items such as curriculum 
and the learning management platform, as well as services such as recruitment, 
counseling, and policy development.  However, the Product Price List, which is 
referenced in section 4.1 of the Services Agreement is not included in the contract.   
Nor is it defined in the school’s expenditure reports.   

An excerpt from the school’s expenditure reports (Exhibit S) is shown on the  bottom 
of this slide.  You can see in the description column there is an invoice number and a 
few columns over there is a correlating dollar amount.  It is not clear which fees are 
being paid by which invoices.  This lack of financial transparency makes it nearly 
impossible to determine how much the school is spending on various services. 

So while the school is correct that all of the documentation it is required to make 
public, is public, it is very complicated to connect all the disparate pieces of the story 
together to truly understand the financial situation. This is one of the reasons our 
annual performance report is so important. 
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Services Agreement – Ed. Products Cont’d.
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IDVA Services Agreement:  Exhibit N, Pages 28-29

Pages 28 and 29 of the services agreement describe the educational products in more 
depth, but still no fees are provided. It is only by subtracting the fees due that we can 
calculate from the services agreement from total amount invoiced that we can 
identify in the financial audit report, and cross-referencing that with the total revenue 
distribution report from the SDE  - that we can estimate that educational products 
appear to have been invoiced in FY21 at approximately $4 million dollars.  

This may be data that is available, but it its not particularly accessible and I would 
argue that that fact clouds transparency. 
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Services Agreement – Net Asset Fee
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IDVA Services Agreement:  Exhibit N, Page 7

The products and services fees this board has agreed to pay are incredibly high (by 
our estimate 36% of total revenue). Let me repeat that, 36% of total revenue.   These 
fees alone are enough to keep the school’s fund balance low and prevent the school 
from acquiring any assets to speak of or building a meaningful cash reserve.  

But these are not the only fees.   The services agreement also includes a Net Asset 
Fee, found on page 7 of exhibit N,  by which the school’s board has agreed to pay a 
variable percentage (up to 75%) of its year-end fund balance to Stride.  This is not a 
fee for services or products, but a fee due to an out-of-state services provider for no 
other reason than that the school has money.  
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Services Agreement – Positive Net Asset Provision
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IDVA Services Agreement:  Exhibit N, Page 8

In the likely case that all of these fees (on top of a separately negotiated lease and 
payroll) put the schools’ budget in the red, a positive net asset provision (Exhibit N, 
Page 8) states that Stride will apply “deficit credits” to invoices to such a degree that 
the fund balance doesn’t drop below zero.  

The governing board of this school has engaged in a contract for services it cannot 
afford with an expectation that the school will incur costs in excess of its revenue 
year over year.  This is not a financially healthy practice.  This board’s choice to 
engage in such a contract is, by their own reasoning, the primary reason the school 
couldn’t meet standard on the Commission’s financial measures and why they 
requested this exemption from financial accountability in the first place.

This “positive net asset provision”, also referred to as a “deficit protection clause”, 
was presented to the commission out of context from the rest of the services 
agreement.  It was presented as a “waiver” as a “protection”, as “forgiveness”; and as 
evidence of “financial sufficiency”.

It is none of those things.   
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Services Agreement – Repayment in Future Years

14

Debt Retirement Letter – Exhibit U, Page 1

“As to deficits funded for other past years, it is our [K12, Inc.] expectation that the IDVA 
Board will make every effort to repay them in the future as financial conditions permit.  
Therefore, the IDVA Board is expected tot take the debt into account in its normal 
budget process each year and to devote to its repayment any surplus above the funds 
necessary to run the school. . .”

if the Academy generates Net Assets (based on audited financial statements using generally accepted accounting 
principles) that exceed 3% of prior year expenditures within three years subsequent to the Forgiven Debt, K12 L.L.C. 
shall be entitled to the excess funds up to the total amount of the cumulative Forgiven Debt.

Services Agreement Amendment– Exhibit T, Page 1

In an amendment to the school’s services agreement and in a letter to IDVA’s board 
from the Education Services Provider (excerpts from both of which appears on this 
slide), it is stated in no uncertain terms that deficit credits are not forgiven at all, but 
rather, reflect deferred debt.  

If I can draw your attention to page 8 of exhibit 30 for a moment.  Here you will see a 
chart titled “K12 open billed invoices”.  In researching  what this means, we found 
that the school’s meeting minutes from September, 15, 2022 define this as deficit 
credits being called due.  This chart shows that IDVA has actually accumulated over 
$12 million dollars in long term debt, owed to Stride, through the practice of “deficit 
credits” “debt protection”.  

This debt does not show up in the school’s audits as long-term debt because no debt 
agreement exists. It is simply an outstanding invoice for payments that are to be 
made whenever the school has additional funds with which to make them.  This is 
not a forgiveness.

Again, this governing board signed a contract agreeing to pay fees it cannot afford, 
and the school has not been bankrupted by this fact only because the company 
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chooses to apply just enough deficit credit to keep the school operating and eligible 
to be funded again in the next year.  Had this school not been exempted from 
financial accountability, our current financial measures would have shined a light on 
this predatory practice years ago, and the board would have been instructed to 
improve its financial practices.      
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Fees and Credits

Credit Payable

FY22 2,776,976 6,621,859 Exhibit L, Page 

FY21 3,228,255 9,226,443 Exhibit K, Page 

FY20 2,214,626 4,665,821 Exhibit J, Page 

FY19 2,919,135 1,261,385 Exhibit I, Page 
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IDVA Fiscal Audits

This slide shows the total amount of fees invoiced to IDVA and the total amount of 
deficit credits granted by Stride in each year of the current performance certificate 
term.  These numbers are drawn from the school’s audits which are included as 
exhibits I, J, K, and L.   

Clearly, an evaluation of the school’s audit shows that the school isn’t maintaining a 
healthy reserve fund, doesn’t’ have sufficient cash on hand, and is accruing millions 
of dollars in debt each year as part of its regular operational practices.  By putting 
clear expectations of financial accountability in place today, the school’s governing 
board would be instructed to revisit and revise its practices.  This could include re-
negotiating its agreement with Stride or seeking other vendor solutions, or any 
number of other possible solutions that would better protect the tax dollars with 
which this school is funded. 
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Request for Exemption
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Email Edginton to PCSC Staff, 

April 2014:  Exhibit Q, Page 3

Why did the Commission allow this exemption in the first place?  I believe the 
Commission was not presented with the whole picture, but was only presented with 
a piece of the story.  

The school’s leadership team requested this exemption because, as you can see in 
this email from the school’s administration in 2014,  the “huge deficit” the school 
builds up each year, through services fees it can’t afford, but has aggreged to pay –
that deficit “goes away” and is “erased” through this practice of deficit credits.  And 
at the time, perhaps this was what the administrator believed to be true.  
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Site Visit Report
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2014 IPCSC Site Visit Report - Exhibit W, Page 4

“Strengths

• Teachers report that they feel supported by the school’s 
administration; they believe the administration values and is 
responsive to feedback.

• Board training and evaluation processes have improved.

• The deficit protection clause in its contract with K12 continues to 
lead to balanced budgets and financial stability.” 

In turn, previous Commission staff, who believed that what they were being told was 
the whole truth, passed the misconception that this “deficit protection” clause was a 
“good thing” along to the Commission through various reports, including this site visit 
report in which deficit credits are noted as a strength. 

17



Adoption of Certificate 

E) CONSIDERATION OF PROPOSED CHARTER SCHOOL PERFORMANCE CERTIFICATES

M/S (DeMordaunt/O’Donahue): To execute the performance certificates for the following: Idaho 
Science and Technology Charter School, North Idaho STEM Charter Academy, Palouse Prairie School 
of Expeditionary Learning, Taylor’s Crossing Public Charter School, Idaho Virtual Education 
Partners doing business as Idaho Connects Online as presented.

Commissioner Quinn asked whether the schools were comfortable with the certificates. Ms. 
Baysinger confirmed that school feedback indicated that all  schools agreed to the performance 
certificates as presented. 

Commissioner DeMordaunt stated that during the subcommittee meeting, the schools provided 
positive feedback about the process and felt it was a benefit to their schools.

M/S (DeMordaunt/O’Donahue): To amend the motion to include the approval of the performance 
certificates of Idaho Virtual Academy, Kootenai Bridge Academy, and Idaho Virtual High School 
doing business as RichardMcKenna Charter High School as presented. The motion passed 
unanimously as amended.
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IPCSC Meeting Minutes, 6/17/14 – Exhibit W, Page 15

In the end, the performance certificate that included the exemption from financial 
accountability was adopted in a single motion as part of a batch of performance 
certificates with no record of any discussion on the matter.  Unfortunately, the 
decision made by this commission in 2014, does not appear to have been a well-
informed decision. 

In isolation, deficit protection, debt that goes away or gets erased sounds like a good 
thing. But in practice, based on the third party audits of the school’s actual outcomes, 
this school is not financially healthy. 

Had the Commission been presented wit the whole picture of the school’s intent to 
engage in this contract, what deficit protection actually means and why the school 
knew it wouldn’t be able to meet financial standards, it may not have chosen to allow 
the exemption in the first place.  
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In Closing

Renew with the Recommended Conditions: 

Condition 1 – Academic Accountability

Condition 2 – Enrollment Cap (not contested)

Condition 3 – Financial Accountability 
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We can’t go backwards, but what this commission can do today is authentically 
consider the school’s actual performance over the past five years.  Statute requires 
that you must use the school’s financial audit reports to inform your renewal 
decisions. Today, this commission can make a fully informed decision about a the 
terms and conditions of this school’s next performance certificate term.    

Without a doubt, there are serious issues at IDVA with regard to public transparency 
and financial sustainability.  The school’s financial outcomes are low.  I believe that 
the first step in achieving the necessary improvements is to establish that the school 
is expected to meet standard on the existing financial measures.  I recommend that 
this school’s charter be renewed with an enrollment capacity, expectations for 
improvement on the alternative graduates measure, and with full accountability to 
the established financial measures.  

Thank you for your time. 

.  
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