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Edkey, Inc. dba Arizona Conservatory for Arts and Academics – Entity ID 79981 

School(s): Arizona Conservatory for Arts and Academics and Arizona Conservatory for Arts and 
Academics Middle School 

 
Renewal Executive Summary 

 
I. Performance Summary 

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

While the Charter Holder demonstrated acceptable overall operational performance (see below), at the 
time of renewal notification, the Charter Holder’s officers and directors, as identified in information 
publicly available through the Arizona Corporation Commission (ACC), did not align with its officers and 
directors as identified in the charter contract. Therefore, the Charter Holder was required to submit 
additional information as part of the renewal application. The Charter Holder submitted a Charter 
Holder Governance Request to the Board in October 2015 and an Officer/Director Change to ACC in 
December 2015 to remove Michael Fontaine as a Director, bringing the Charter Holder into alignment. 

Area Acceptable Not Acceptable 

Academic Framework ☒ ☐ 
Financial Framework ☐ ☒ 

Operational Framework ☒ ☐ 

 
II. Profile  

Edkey, Inc. dba Arizona Conservatory for Arts and Academics operates two schools, Arizona 
Conservatory for Arts and Academics, serving grades 9–12 and Arizona Conservatory for Arts and 
Academics Middle School, serving grades 6–8, both in Phoenix. The graph on the subsequent page 
shows the Charter Holder’s actual 100th day average daily membership (ADM) for fiscal years 2012–
2016.  

 

                                                 
1 The Operational Performance Framework does not require additional submissions for charter holders that have 
“Not Acceptable” operational performance. 
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The graph below shows the Charter Holder’s actual 100th day ADM for fiscal years 2012–2016 broken 
down by school site. 
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The academic performance of Arizona Conservatory for Arts and Academics and Arizona Conservatory for 
Arts and Academics Middle School is represented in the table below. The Academic Dashboards for the 
schools can be seen in appendix: B. Academic Dashboards. 

School Name Opened Current 
Grades Served 

2012 Overall 
Rating 

2013 Overall 
Rating 

2014 Overall 
Rating 

Arizona Conservatory for Arts 
and Academics 09/09/2002 9–12 83.44/ A 75/ B 84.38/ A 

Arizona Conservatory for Arts 
and Academics Middle School 08/10/2009 6–8 88.44/ A 76.88/ A 68.75/ B 

The demographic data for Arizona Conservatory for Arts and Academics and Arizona Conservatory for Arts 
and Academics Middle School from the 2014–2015 school year is represented in the charts below.2 

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

Category Arizona Conservatory for Arts 
and Academics 

Arizona Conservatory for Arts 
and Academics Middle School 

Free and Reduced Lunch 46% 61% 
English Language Learners * * 
Special Education 5% 6% 

Edkey, Inc. dba Arizona Conservatory for Arts and Academics has not been brought before the Board for 
any items or actions in the past 12 months. 

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

The academic performance of the schools 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. 

IV. Viability of the Organization 

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

 

Statement of Financial Position 2015 2014 2013 2012

Cash $3,238,403 $2,939,625 $3,367,275 $2,721,073

Unrestricted Cash $2,138,195 $1,861,396 $2,859,619

Other Liquidity $932,073 $1,636,993 $1,628,996

Total Assets $90,842,322 $93,785,443 $85,298,542

Total Liabilities $92,316,935 $93,994,108 $83,762,489
Current Portion of Long-Term Debt & 
Capital Leases $1,190,804 $524,119 $8,493,870

Net Assets ($1,474,613) ($208,665) $1,536,053

Statement of Activities 2015 2014 2013

Revenue $43,338,666 $39,015,367 $31,223,956

Expenses $44,604,614 $40,760,085 $32,060,241

Net Income ($1,265,948) ($1,744,718) ($836,285)

Change in Net Assets ($1,265,948) ($1,744,718) ($836,285)

Financial Statements or Notes 2015 2014 2013

Depreciation & Amortization Expense $3,112,301 $2,573,247 $1,841,109

Interest Expense $5,051,895 $3,913,539 $2,965,826

Lease Expense $559,723 $511,710 $585,415

2015 2014 2013 3-yr Cumulative

Going Concern No No No N/A

Unrestricted Days Liquidity 25.12 31.33 51.10 N/A

Default No No No N/A

Net Income ($1,265,948) ($1,744,718) ($836,285) N/A

Cash Flow $298,778 ($427,650) $646,202 $517,330

Fixed Charge Coverage Ratio 1.10 1.06 0.38 N/A

Financial Data

Financial Performance

Near-Term Indicators

Susta inabi l i ty Indicators
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The Charter Holder’s Financial Performance Response has been provided in the meeting materials 
(appendix: D. Supplemented Financial Response).4 Staff’s final evaluation of the Financial Performance 
Response resulted in two “Acceptable” and one “Not Acceptable” determinations (appendix: C. Financial 
Response Evaluation). An analysis of Edkey’s financial performance, focusing on those measures where 
Edkey failed to meet the Board’s target and using information from the Charter Holder’s Financial 
Performance Response and related documents, is provided below. 

Net Income 
Edkey indicated the net loss was the “direct result of our continued expansion during this period.” For 
2017, Edkey is refinancing its 2006 Bond, which will result in a savings of approximately $400,000 per 
year. Based on pro forma financial information, Edkey anticipates improved performance from 2015 to 
2017.5 

Fixed Charge Coverage Ratio (FCCR) 
Edkey indicated the net loss impacted its performance on the FCCR. For 2015, Edkey meets the Board’s 
FCCR target. 

Cash Flow 
Property and equipment purchases of approximately $16.5 million from continued expansion impacted 
Edkey’s cash flow. Edkey indicates, “As we grow our enrollment due to our increased capacity, we will 
see that net loss decrease, and we will reduce our capital spending program, thus improving our cash 
flow position.” For 2015, Edkey has positive cash flow. 

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

VI. Board Options 

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

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

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

Based upon a review of the information provided by the representatives of the Charter Holder and the 
contents of the application package which includes the academic performance, the fiscal compliance, 
and legal and contractual compliance of the Charter Holder over the charter term, I move to deny the 
request for charter renewal and to not grant a renewal contract for Edkey, Inc. dba Arizona 
                                                 
4 On March 21, 2016, Board staff emailed a copy of staff’s initial evaluation and provided a deadline by which the Charter 
Holder could supplement its Financial Performance Response to address areas evaluated as “Not Acceptable”. By the deadline, 
the Charter Holder submitted supplemental information. 
5 For more information, see appendix: C. Financial Response Evaluation. 
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Conservatory for Arts and Academics. 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.) 

 



APPENDIX A 

RENEWAL SUMMARY REVIEW 
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ARIZONA  STATE  BOARD  FOR  CHARTER  SCHOOLS
Renewal Summary Review

Five-Year Interval Report Back to reports list

Interval Report Details

Report Date: 04/21/2016 Report Type: Renewal

Charter Contract Information

Charter Corporate Name: Edkey, Inc. dba Arizona Conservatory for Arts and Academics
Charter CTDS: 07-89-71-000 Charter Entity ID: 79981

Charter Status: Open Contract Effective Date: 05/28/2002

Number of Schools: 2 Contractual Days:

Charter Grade Configuration:
6-12

Arizona Conservatory for Arts and Academics: 144
Arizona Conservatory for Arts and Academics Middle
School: 144

FY Charter Opened: — Contract Expiration Date: 05/27/2017

Charter Granted: 05/13/2002 Charter Signed: 05/28/2002

Corp. Type Non Profit Charter Enrollment Cap 896

Charter Contact Information

Mailing Address: 1460 S. Horne
Mesa, AZ 85204

Website: —

Phone: 480-461-3200 Fax: 480-649-0747

Mission Statement: Arizona Conservatory for Arts and Academics is a public charter arts school serving grades six
through twelve. Arizona Conservatory is dedicated to providing students who demonstrate
desire, interest, and talent in the arts with the choice to pursue a rigorous and innovative
curriculum fostering a balance between fine arts and a dynamic academic program of student
centered instruction in a college preparatory setting.

Charter Representatives: Name: Email: FCC Expiration Date:

1.) Mr. Douglas Pike doug.pike@edkey.org —

Academic Performance - Arizona Conservatory for Arts and Academics Middle School

School Name: Arizona Conservatory for Arts and Academics Middle
School

School CTDS: 07-89-71-002

School Entity ID: 90349 Charter Entity ID: 79981

School Status: Open School Open Date: 08/10/2009

Physical Address: 2820 W. Kelton Lane
Phoenix, AZ 85053

Website: —

Phone: 602-266-4278 Fax: 602-978-2764

Grade Levels Served: 6-8 FY 2014 100th Day ADM: 203.525

Academic Performance Per Fiscal Year

Arizona Conservatory for Arts and Academics Middle School

2012
Traditional 2013

Traditional
2014

Traditional

Hide Section

Hide Section

Hide Section

Hide Section

Hide Section
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Elementary School (6 to
8) Elementary School (7 to 8) Elementary School (6 to 8)

1. Growth Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

1a. SGP
Math 70 100 12.5 56 75 12.5 50 75 12.5
Reading 56 75 12.5 46.5 50 12.5 46.5 50 12.5

1b. SGP Bottom 25%
Math 81 100 12.5 65 75 12.5 63 75 12.5
Reading 69.5 100 12.5 63.5 75 12.5 42 50 12.5

2. Proficiency Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

2a. Percent Passing
Math 82 /

60.2 75 11.25 81.4 /
61.8 75 7.5 72.7 /

61.4 75 7.5

Reading 95 /
78.4 100 11.25 94.1 /

79.4 100 7.5 89.6 /
78.5 75 7.5

2b. Composite School
Comparison

Math 14.9 75 11.25 10.6 75 7.5 6.1 75 7.5
Reading 11.5 75 11.25 7.4 75 7.5 5.6 75 7.5

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

2c. Subgroup FRL
Math NR 0 0 83.9 /

51.3 100 7.5 70 / 50.8 75 7.5

Reading NR 0 0 90.3 /
71.4 75 7.5 85 / 70.9 75 7.5

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

3. State Accountability Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

3a. State Accountability A 100 5 A 100 5 B 75 5

Overall Rating Overall Rating Overall Rating Overall Rating

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

88.44 100 76.88 100 68.75 100

Academic Performance - Arizona Conservatory for Arts and Academics

School Name: Arizona Conservatory for Arts and Academics School CTDS: 07-89-71-001

School Entity ID: 79982 Charter Entity ID: 79981

School Status: Open School Open Date: 09/09/2002

Physical Address: 2820 West Kelton Lane
Phoenix, AZ 85053

Website: —

Phone: 602-266-4278 Fax: 602-978-2764

Grade Levels Served: 9-12 FY 2014 100th Day ADM: 209.445

Academic Performance Per Fiscal Year

Arizona Conservatory for Arts and Academics

2012
Traditional

High School (9 to 12)

2013
Traditional

High School (9 to 12)

2014
Traditional

High School (9 to 12)

1. Growth Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

1a. SGP
Math 55 75 15 41 50 7.5 52 75 7.5

Hide Section

Hide Section
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Reading 61 75 15 44 50 7.5 54 75 7.5

1b. SGP Bottom 25%
Math NR 0 0 50 75 7.5 69 100 7.5
Reading NR 0 0 64.5 75 7.5 51.5 75 7.5

2. Proficiency Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

2a. Percent Passing
Math 69 /

55.4 75 13.75 61.4 /
56.8 75 10 66.2 / 58 75 10

Reading 94 /
76.4 100 13.75 89.2 /

80.6 75 10 94.2 /
82.2 100 10

2b. Composite School
Comparison

Math 9.2 75 11.25 4.1 75 7.5 7.4 75 7.5
Reading 12.9 75 11.25 5.9 75 7.5 8.5 75 7.5

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

2c. Subgroup FRL
Math NR 0 0 64.7 /

48.1 75 3.75 63.9 /
49.1 75 7.5

Reading NR 0 0 87.1 /
73.6 75 3.75 94.1 /

76.1 75 7.5

2c. Subgroup SPED
Math NR 0 0 23.1 /

11.1 75 7.5 NR 0 0

Reading NR 0 0 NR 0 0 NR 0 0

3. State Accountability Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

3a. State Accountability A 100 5 B 75 5 A 100 5

4. Graduation Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

4a. Graduation 90 100 15 90 100 15 96 100 15

Overall Rating Overall Rating Overall Rating Overall Rating

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

83.44 100 75 100 84.38 100

Financial Performance

Charter Corporate Name: Edkey, Inc. dba Arizona Conservatory for Arts and Academics
Charter CTDS: 07-89-71-000 Charter Entity ID: 79981

Charter Status: Open Contract Effective Date: 05/28/2002

Financial Performance

Edkey, Inc. dba Arizona Conservatory for Arts and Academics

Near-Term Measures
Fiscal Year 2014 Fiscal Year 2015

Going Concern No Meets No Meets
Unrestricted Days
Liquidity 31.33 Meets 25.12 Does Not Meet

Default No Meets No Meets

Sustainability Measures  (Negative numbers indicated by
parentheses)

Net Income ($1,744,718) Does Not Meet ($1,265,948) Does Not Meet

Hide Section

Hide Section
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Fixed Charge Coverage
Ratio 1.06 Does Not Meet 1.10 Meets

Cash Flow (3-Year
Cumulative) $6,619 Does Not Meet $517,330 Meets

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

($427,650) $646,202 ($211,933) $298,778 ($427,650) $646,202

Does Not Meet Board's Financial Performance Expectations

Operational Performance

Charter Corporate Name: Edkey, Inc. dba Arizona Conservatory for Arts and Academics
Charter CTDS: 07-89-71-000 Charter Entity ID: 79981

Charter Status: Open Contract Effective Date: 05/28/2002

Operational Performance

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

Meets --

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

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

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

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

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

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

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

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

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

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

Hide Section

Hide Section
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Board Alignment No issue identified Inconsistency in
Reporting

2.e. Is the charter holder complying with its obligations to the Board? Meets --

Timely Submissions No issue identified Charter Governance
Notification

Limited Substantiated Complaints No issue identified --
Favorable Board Actions No issue identified --

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

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

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

OVERALL RATING Meets Operational
Standard --

Last Updated: 2016-04-21 15:02:23
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Arizona Conservatory for Arts and Academics Middle School
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Academic Performance

Edit this section.

Arizona Conservatory for Arts and Academics Middle School

2012
Traditional

Elementary School (6 to
8)

2013
Traditional

Elementary School (7 to 8)

2014
Traditional

Elementary School (6 to 8)

1. Growth Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

1a. SGP
Math 70 100 12.5 56 75 12.5 50 75 12.5
Reading 56 75 12.5 46.5 50 12.5 46.5 50 12.5

1b. SGP Bottom 25%
Math 81 100 12.5 65 75 12.5 63 75 12.5
Reading 69.5 100 12.5 63.5 75 12.5 42 50 12.5

2. Proficiency Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

2a. Percent Passing
Math 82 /

60.2 75 11.25 81.4 /
61.8 75 7.5 72.7 /

61.4 75 7.5

Reading 95 /
78.4 100 11.25 94.1 /

79.4 100 7.5 89.6 /
78.5 75 7.5

2b. Composite
School
Comparison

Math 14.9 75 11.25 10.6 75 7.5 6.1 75 7.5

Reading 11.5 75 11.25 7.4 75 7.5 5.6 75 7.5

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

2c. Subgroup FRL
Math NR 0 0 83.9 /

51.3 100 7.5 70 / 50.8 75 7.5

Reading NR 0 0 90.3 /
71.4 75 7.5 85 / 70.9 75 7.5

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

3. State Accountability Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

3a. State Accountability A 100 5 A 100 5 B 75 5

Overall Rating Overall Rating Overall Rating Overall Rating

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

88.44 100 76.88 100 68.75 100

http://online.asbcs.az.gov/schools/edit/performance/1526/arizona-conservatory-for-arts-and-academics-middle-school
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Academic Performance

Edit this section.

Arizona Conservatory for Arts and Academics

2012
Traditional

High School (9 to 12)

2013
Traditional

High School (9 to 12)

2014
Traditional

High School (9 to 12)

1. Growth Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

1a. SGP
Math 55 75 15 41 50 7.5 52 75 7.5
Reading 61 75 15 44 50 7.5 54 75 7.5

1b. SGP Bottom 25%
Math NR 0 0 50 75 7.5 69 100 7.5
Reading NR 0 0 64.5 75 7.5 51.5 75 7.5

2. Proficiency Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

2a. Percent Passing
Math 69 /

55.4 75 13.75 61.4 /
56.8 75 10 66.2 / 58 75 10

Reading 94 /
76.4 100 13.75 89.2 /

80.6 75 10 94.2 /
82.2 100 10

2b. Composite
School
Comparison

Math 9.2 75 11.25 4.1 75 7.5 7.4 75 7.5

Reading 12.9 75 11.25 5.9 75 7.5 8.5 75 7.5

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

2c. Subgroup FRL
Math NR 0 0 64.7 /

48.1 75 3.75 63.9 /
49.1 75 7.5

Reading NR 0 0 87.1 /
73.6 75 3.75 94.1 /

76.1 75 7.5

2c. Subgroup SPED
Math NR 0 0 23.1 /

11.1 75 7.5 NR 0 0

Reading NR 0 0 NR 0 0 NR 0 0

3. State Accountability Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

3a. State Accountability A 100 5 B 75 5 A 100 5

4. Graduation Measure Points
Assigned Weight Measure Points

Assigned Weight Measure Points
Assigned Weight

4a. Graduation 90 100 15 90 100 15 96 100 15

Overall Rating Overall Rating Overall Rating Overall Rating

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

83.44 100 75 100 84.38 100

http://online.asbcs.az.gov/schools/edit/performance/882/arizona-conservatory-for-arts-and-academics
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Financial Performance Response Evaluation Instrument 
Charter Holder Name: Edkey, Inc. dba Arizona Conservatory for Arts 
and Academics                        
Charter Holder Entity ID: 79981 

Required for: Renewal 
Audit Year: 2014

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

 
Reason(s) for “Not Acceptable” Rating 

 
1a. Going Concern 
  Acceptable  ☐ 
  Not Acceptable  ☐ 
  Not Applicable  ☒ 
 

 

 
1b. Unrestricted Days Liquidity 
  Acceptable  ☐ 
  Not Acceptable  ☐ 
  Not Applicable  ☒ 
 

 

 
1c. Default 
  Acceptable  ☐ 
  Not Acceptable  ☐ 
  Not Applicable  ☒ 
 

 

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

In the response, Edkey describes events at three campuses that contributed to a net loss in 2015.
 Sequoia Pathfinder at Eastmark (“Eastmark”) and Children First Academy Phoenix (“Children First”) – 

According to the response, the building of new homes slowed down in the development where Eastmark 
was located, which reduced the number of students within the attendance area. For Eastmark, Edkey 
indicates a loss of revenue based on the budgets of approximately $1,100,000, but reduced to $600,000 
after certain efforts by Edkey to mitigate the net loss. For Children First, Edkey indicates a loss of revenue of 
$280,000, which was reduced to $150,000 after certain efforts by Edkey to mitigate the net loss. The 
response does not provide the Eastmark or Children First budgets and the 2015 budgets submitted to the 
Arizona Department of Education (ADE) do not show information specific to each charter school. Therefore, 
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Measure 

 
Reason(s) for “Not Acceptable” Rating 

while Board staff was generally able to support the drops in enrollment and their effect on state 
equalization for both campuses, Board staff was unable to identify budgeted expenses for Eastmark or 
Children First and compare them to Eastmark’s and Children First’s expenses identified in the 2015 Annual 
Financial Report documents submitted to ADE for these two charters. Had Edkey provided the Eastmark 
and Children First budgets, these would have been considered in Board staff’s evaluation. 

 Pathfinder Academy (“Pathfinder”) – According to the response, issues with the contractor and being able 
to get a certificate of occupancy resulted in Pathfinder having to start the year in a rented facility three 
miles away. Edkey indicates Pathfinder lost approximately 40 students, which reduced revenues by 
approximately $280,000. In addition, Edkey indicates it had “to incur additional costs of renting the 
temporary facilities for the five months of the school year. This with other additional expenses, added 
approximately $50,000 to the company’s cost.” Edkey’s audits show that lease costs generally increased in 
2015 by approximately $50,000. However, the response does not support the costs if Pathfinder had been 
able to begin the year in its new building. Had Edkey provided the Pathfinder school budget and internal 
management reports to support the extra lease costs vs. starting the school year in the new building, these 
would have been considered in Board staff’s evaluation. 

 Using the information included in the response, the total financial impact of the events described above 
would be $1,080,000, which falls short of addressing the entire $1,265,948 net loss in 2015. Had Edkey 
provided further explanation, along with supporting documentation, this would have been considered in 
Board staff’s evaluation. 

 
Edkey indicates, but does not support, “The results of all of increase in enrolments, reconsolidation of sites and 
refinancing of the 2006 bond will result in an approximate net income of $400,000 for the 2016‐2017 fiscal year.” 
Edkey provides an “Edkey, Inc. Proforma Financial Information” document that includes revenues and expenses for 
2017‐2022 and also shows the impact of the refinancing of the 2006 bond. The document shows an increase in net 
assets of $4,523,334. However, after taking into account the $4,746,395 in interest on the debt service, the result is 
a net loss of approximately $223,000 for 2017. While the Proforma document appears to show a net loss in 2017, 
Edkey projects net income of approximately $130,000 in 2018 after bond interest is deducted from the “Increase in 
Net Assets”.   

 
2b. Cash Flow 
  Acceptable  ☒ 
  Not Acceptable  ☐ 
  Not Applicable  ☐ 

 

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

 

 



APPENDIX D 

FINANCIAL RESPONSE 



Financial Response 

Edkey, Inc. Ended the June 30, 2015 fiscal year with a net loss of $1,266,000. This loss was attributed to 
a number of factors. Specifically: 

Sequoia Pathfinder at Eastmark: This school opened in August 2014 with a projected enrollment of 300 
students. The ADM for this school for the year ended June 30, 2015 was 135 a difference of 175 
students. This was a result of the development where the school was built slowed down the building of 
new homes which reduced the number of students with in a reasonable attendance area of the school. 
This resulted in a loss of revenues based upon budgets of approximately $1,100,000 while the schools 
was able to mitigate the loss in revenues by not hiring all of the projected staff the direct cost of the 
building and its operation and depreciation was not covered by those changes. This school’s loss for that 
fiscal year was approximately $600,000. 

Pathfinder Academy: This school had been open a number of years and a new building was built to open 
in August 2014 with a budgeted enrollment of 290 students. Due to issues with the contractor and being 
able to get a certificate of occupancy we had to open this school in a rented facility three miles away 
from for the new building and the previous site where the school had operated. The loss of student was 
approximately 40 students which reduced our revenues by approximately $280,000. In addition we had 
to incur addition costs of renting the temporary facility for the five months of the school year. This with 
other additional expenses, added approximately $50,000 to the company’s cost. 

Children First Academy Phoenix: This school had a loss of approximately 50 students in the 2015 school 
year. This created an additional loss in revenues of $280,000. While we were able to mitigate the loss of 
these revenues by reducing other expenses this still result in an approximate $150,000 loss in the 2015 
fiscal year. 

Current 

Sequoia Pathfinder Eastmark: In the current year we have been able to increase the enrollments at 
Sequoia Pathfinder Academy Eastmark from the 135 to 289 and for the coming 2017 school year the 
current enrollments are approximately 400 which will provide and additional $1,600,000 in revenues. 

Pathfinder Academy: We were able to move into the new building in late December of 2014 and have 
the enrollments for the 2016 school year were 280 and we have enrollments for the 2017 school year 
for 310. The increase in enrollments will provide an additional $400,000 in revenues with and addition 
increase in expenses of approximately $200,000 providing a $200,000 reduction in the net loss. 

In addition to the increase in enrollment at these two school the company had determined that it will 
consolidate the Children First Academy Tempe students to the Sequoia Charter School site in Mesa. This 
will provide a net reduction in expenses of approximately $500,000 from reduced rents, utilities, 
duplication of staff and other expenses. We also have elected to end the lease for the facility at Gilbert 
and University in Mesa that houses the Sequoia Choice Arizona Distance Learning School. This school 
will be moved to the same site as the Sequoia Lehi School in north Mesa. This will result in a reduction of 
$250,000 in expenses related to that site in rents and utilities as well as making the use of the Lehi site 
more efficient. 



The Company is also in the process of refinancing its 2006 Bond which will result in a saving of 
approximately $400,000 per year. 

The results of all of increase in enrolments, reconsolidation of sites and refinancing of the 2006 bond 
will result in an approximate net income of $400,000 for the 2016‐2017 fiscal year. We are attaching 
copies of the letters terminating the two leases discussed above as well as the Proforma budgets that is 
being used for the refinancing of the 2006 bond to reflect the enrollments and the net effect of the cost 
savings for the next 5 years. 
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