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State of Arizona
Department of Education
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Diane Douglas
Superintendent of
Public Ingtruction

May 20, 2015

Mark French, CEO

Blueprint Education

5651 W Tdavi Blvd., Suite 170
Glendale, AZ 85306

Dear Mr. French,

The Arizona Department of Education Audit Unit has conducted an audit of the Blueprint Education
(School) Average Daily Membership for Fiscal Years 2012, 2013 and 2014. The purpose of the audit
was to address whether the School properly reported student enrollment and attendance data and to
determineif it received the correct amount of Basic State Aid.

Auditors determined that the School did not accurately report some student enrollment data and some
AOI student datafor FY 2012, FY 2013 and FY 2014, which resulted in an overstatement of 12.87 ADM.
Asaresult, the School was overfunded by $81,401.37, which the School must repay to ADE.

We appreciate the cooperation and assistance provided by the School’s administration during the
course of the audit.

Sincerdly,
e B

Lisa Eddy,
Chief Auditor
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| NTRODUCTION AND BACKGROUND

The Arizona Department of Education (ADE) Audit Unit has conducted an Average Daily Membership
(ADM) audit of Blueprint Education (School) pursuant to Arizona Revised Statutes (A.R.S) § 15-239.
This audit focused on whether the School properly reported enrollment and attendance datato ADE and
received the correct amount of Basic State Aid for FY 2012 through FY 2014,

Average Daily Membership audits of digtrict and charter holder funding—Pursuant to A.R.S. § 15
239, ADE may conduct ADM audits, which help ensure the appropriate ditribution of Basic State Aid
provided annualy to school digtricts and charter schools. School didtricts and charter schools receive
Basc State Aid based on severd factors related to student enrollment and attendance. To receive
funding, school didtricts and charter schools report enrollment and attendance data to ADE. ADE
processes that data, determines payment amounts according to the reevant statutory funding formulas
and distributes payments to schools up to twelve times each year.

The ADM audit process determines whether payments were correct or if an adjussment is needed. The
audit process compares the schoal digtrict or charter school’sinformation reported to ADE's student data
gystem, the Student Accountability Information System (SAILS), to information found on the original
records kept at the school. If auditors find that the school digtrict or charter school’s reported information
does not match the origind documentation, the audit will calculate and report the funding adjustment
needed to the school digtrict’s or charter school’s Basic State Aid. These funding adjustments can be
positive or negative, depending upon the audit findings. The audit findings are written and compiled into
areport that isthen issued to the audited entity.

Superintendent’s legal notice links the audit and appeals processes—In addition to the report, the
audited entity recelves The Notice of Audit Findings and Required Reimbursement (Notice) that details
the audit findings and determination of the Superintendent of Public Ingtruction (Superintendent)
regarding adjustments to be made to the school digtrict or charter school pursuant to A.R.S. § 15-915.
The audited entity may apped the Superintendent’s decision in the Notice.

Opportunity to appeal the audit—A.R.S. § 41-1092.03 provides the audited school didtrict or charter
school that disagrees with the Superintendent’s decision in the Notice with the opportunity to file a
formal apped within thirty (30) days after the report was issued. If an apped isfiled, the school digtrict
or charter school and ADE may reach agreement in an informal settlement conference. If an agreement
is not reached at the informal settlement conference, the gpped will be adjudicated by the Office of
Adminigtrative Hearings.

Funding adjustment process and timeframes—When the Notice is findly settled or adjudicated, if
ADE has determined that a school digtrict or charter school received an incorrect amount of Basic State
Aid, A.R.S. § 15915 directs that corrections to schools funding be made in the current budget year. In
case of hardship, schools may request that the Superintendent allow a correction to be made partly in the
current budget year and partly in the following budget year.



School information—The School, located in Glendae, Arizona, maintained two high schools and one
online school during the fiscal years audited. Table 1 presents the School’s unaudited student, staffing
and financid information for FY' 2012, FY 2013 and FY 2014.

Tablel

Blueprint Education
Total Students, Staffing, Revenues and Expenditures
FY2012, FY2013 and FY2014

(Unaudited)
FY2012 FY2013 FY2014

StudentsEnrolled 292 328 331
Number of Teachers 6 7 10
Revenue

Loca $17,783 $17,480 $11,483

County 1,600 0 0

Sate 2,025,245 2,538,697 2,816,714

Federa 73,666 203,843 253,687
Total Revenues $2,118,294 $2,760,020 $3,081,834
Total Expenditures $2,283.469 $2,683.806 $3,052,326

Source:  Annud Report of the Arizona Superintendent of Public Ingtruction for FY 2012, FY 2013 and FY 2014.



SCOPE AND METHODOLOGY

The audit focused on whether the School accurately reported its data to ADE and received the correct
amount of Basc State Aid in accordance with datutes, the Uniform System of Financid Records
(USFR) and itsown palicies and proceduresfor FY 2012, FY 2013 and FY 2014.

To conduct this audit, auditors used avariety of methods, including examining School and SAIS records
for enrollment. Auditors dso reviewed date datutes and School policies and procedures, and
interviewed School management and staff. Specificaly:

Enrollment data— Auditors reviewed the high school bell schedules and 198 student schedules
and attendance reports to determine whether the School reported the correct entry and exit dates
and the correct full time enrollment (FTE) data to ADE. Depending on the number of classes
needed to have a 1.0 FTE, auditors recaculated the actud FTE for the students based on the
number of classes the students were taking during the year. When the audited FTE was different
from the reported FTE for astudent, auditors recal culated the ADM.

AOQIl data— Auditors compared 100% of the Arizona Online Ingtruction (AOI) data that was
reported to ADE to the AOI datafrom the School. Auditorsreviewed instructiond time reported
aswell asthe full or part time status that was reported for each student. If the data reported to
ADE wasincorrect, an adjustment was determined.

Ingtructional hours — Auditors reviewed the bell schedules and caendars for each of the
School’s schools for FY 2012, FY2013 and FY 2014. The tota ingructional hours offered for
each grade met the minimum required by statute for each of the three fiscd years audited. No
findings were identified for thisarea

The Audit Unit expresses its gppreciation to the School’s adminigtration and staff members for their
cooperation and ass stance during the course of the audit.



FINDING1l: THE SCHOOL INCORRECTLY REPORTED
STUDENT ENROLLMENT DATA RESULTING IN
OVERFUNDING OF $81,277.32

Auditors determined that the School incorrectly reported to ADE the enrollment data for 98 high school
students, resulting in the School’s ADM being overstated by a total of 12.88 for the three fiscd years
audited. This occurred because the School failed to comply with statute and ADE guidelines when
caculating the FTE status and the withdrawa of these students. As aresult, the School was overfunded
by $81,277.32 in Basic State Aid. According to A.R.S. § 15-915, ADE needs to recover these monies
from the School. Additiondly, the School needs to ensure it complies with statute and ADE guidelinesto
properly calculate and report student FTE and properly withdraw.

The School Incorrectly Reported
Student FTE for 97 Students

Auditors identified 97 high school students whose FTE gatus was caculated and reported to ADE
incorrectly. The School did not follow satute and ADE guidelines when calculating and reporting
Student FTE for some students. According to A.R.S. 8 15-901, a high school student must be scheduled
for at least 720 ingtructional hours during the year and at least 20 hours per week for the sudent to be
reported as 1.0 FTE. A student who does not meet these requirements is considered a part-time student
and their FTE statusis reduced based on the number of instructional hours provided.*

Auditors determined that in FY 2013 and FY 2014, the School misreported 11 students FTE due to data
erors. In FY2012, a one high school, students were reported as attending full-time (1.0 FTE) if they
were enrolled in three or more periods. The School assumed that the three periods would provide
students with at least the minimum instructional time of 4 hours per day, 5 days per week. However,
gnce the students had a 15 minute break during this time, they did not actually receive 4 hours of
ingruction per day. While the School did identify this problem during FY 2012, they were only able to
adjugt the schedule for the last week of school. Any students enrolled in only three periods that
withdrew prior to the end of the year were not provided enough ingtructiona time to be consdered a 1.0
FTE. Asaresult of providing some students with insufficient instructiona hours, the School’sADM was
overstated by 12.78.

' Pursuant to A.R.S. § 15-901, afull time student (1.0 FTE) in grades 9 through 12 must be scheduled for and attending at
least 720 hours of ingtruction and at least 20 hours per week, a0.75 FTE student must be scheduled for at least 540 hours
of ingruction and at least 15 hours per week, a 0.50 FTE student must be scheduled for at least 360 hours of ingtruction
and at least 10 hours per week and a0.25 FTE student must be scheduled for at least 180 hours of ingruction and  least 5
hours per week.
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The School Incorrectly Reported
One Student with 10 Unexcused Absences

In addition, auditors determined that one student attending the School had 10 unexcused absences during
FY2013 but was not properly withdrawn. According to A.R.S. § 15901, a student who has 10
unexcused absences during the school year must be withdrawn back to the last day of attendance or
excused absence. However, the School instead improperly reported this student as being enrolled the
entire time, and did not report a withdrawa for this sudent. As a result, the School’s ADM was
overstated by 0.10.

The School Was Overpaid
$81,277.32 in Basic State Aid

As areault of the School improperly reporting sudent FTE for 97 students and not withdrawing one
student properly, the School was overpaid $81,277.32 in Basc Stae Aid. Table 2 illustrates ADM
adjustments and the tota overpayment. According to A.R.S. § 15-915, ADE needs to recoup $81,277.32
inoverpaid Basic State Aid from the School for the three fiscal years audited.

Table2
Blueprint Education

ADM Adjugment and Associated Funding Adjustment
FY2012, FY2013 and FY2014

FY2012 FY 2013 FY2014 Total
Incorrect FTE 12.37 0.01 0.40 12.78
10 Unexcused Absences 0.00 0.10 0.00 0.10
ADM Adjustment 12.37 011 0.40 12.88
Funding Adjustment $78,381.21 $408.09 $2488.01 $81,277.32

Source: Auditor andysis of School records, A.R.S. § 15-901 and EX-18.

Recommendations:

1. ADE needs to recoup $81,277.32 in overpaid Basic State Aid from the Schoal for the three fiscal
years audited.

2. The School needsto properly caculate and report students' FTE pursuant to statute.

3. The School needsto properly withdraw students with 10 unexcused absences according to statute.



FINDING2: THE ScHooL DiD NOT ACCURATELY
REPORT SOME AOI DATA RESULTING IN AN
OVERPAYMENT OF $124.05

The School reported inaccurate student enrollment data for 35 students for FY2012, FY2013 and
FY 2014. Specificaly, auditors found that 23 students were misreported as full time, three students were
not reported to ADE and the AOI ingructiond time for nine students was misreported. As a result of
these errors, the School’s ADM was understated by 0.01, and the School received a net overpayment of
$124.05 in Basic State Aid which ADE must recoup from the School.

The School Inaccurately Reported
Some Student AOI Data

Auditors determined that the School inaccurately reported some AOI student data, which led to the
School’s AOI ADM being understated by 0.01 for FY2012, FY 2013 and FY 2014. Auditors identified
35 studentsthat the School misreported AOI data as follows:

e 23 dtudents were reported to SAIS as full time students, however, the students were enrolled in
fewer than four classes and so should have been reported as part time. This resulted in the
School’s ADM being overstated by 0.31.

o 9 gtudents were reported to SAIS with incorrect AOI minutes, which resulted in the School’sADM
being understated by 0.19.

e 3 students were not reported to SAIS at dl, which resulted in the School’s ADM being understated
by 0.14.

Asshownin Table 3, the School’sADM was understated by atotal of 0.01.

Table3

Blueprint Education
AOI ADM Adjustments
FY2012, FY2013 and FY 2014

FY2012 FY2013 FY2014 Total
Misreported asfull time 013 0.03 0.16 0.31
Incorrectly reported minutes (0.19) 0.00 0.00 (0.19)
Not reported to SAIS (0.02) (0.12) 0.00 (0.19)
Total (0.09) (0.08) 016 (0.01)

Source:  Auditor andysis of School recordsand SAIS datafor FY 2012, FY 2013 and FY 2014.



The School Must Reconcile
Its Enrollment Data With SAIS

The School can avoid errors in the future by ensuring it regularly and correctly reconcilesits data to the
data contained in SAIS. The School should review dl of its students at the end of each year to verify
their full time or part time status, and then it should review the reports produced by SAIS and reconcile
them to the School’s SMS data to identify any discrepancies that would affect funding and correct any
errorsidentified.

The School Was
Overfunded by $124.05

Auditors determined that the School did not receive the correct amount of Basic State Aid due to the
inaccurate AOI data reported to ADE for the three fiscal years audited. The data errors reported by the
Schoal resulted in its ADM being understated by 0.09 in FY 2012, understated by 0.08 in FY2013 and
overstated by 0.16 in FY2014. Whilethetota ADM was understated by 0.01, the funding provided was
higher per ADM in FY2014 when the ADM was overdated, and so the School was overfunded by
$124.05 in Basic State Aid, which the School must repay to ADE. Table 4 shows the ADM and funding
adjustments required for the School for FY 2012, FY 2013 and FY 2014.

Table4

Blueprint Education
AOI ADM Adjugtment and Associated Funding Adjustments
FY2012, FY2013 and FY2014

FY?2012 FY2013 FY2014 Total
Totd ADM Adjusiment (0.09) (0.08) 0.16 (0.01)
Tota Funding Adjustment $(55242) | $(306.85) $983.33 $124.05

Source  Auditor analysis of School recordsand SAIS datafor FY 2012, FY 2013 and FY 2014.

Recommendations:

1. ADE needsto recoup $124.05 in overpaid Basic State Aid from the School for the three fiscd years

audited.

2. The School must properly reconcile its data each year to ensure it complies with statute.




ADM AND FUNDING ADJUSTMENTS

Basic State Aid adjustment of $81,401.37 required to be repaid to ADE—Auditors identified an overal
funding adjustment of $81,401.37 for the School for the three fiscd years audited due to incorrect
enrollment data and data reporting errorsfor the AOI.

Table 5 ligs the ADM adjustments and the associated Basic State Aid adjustments for the School for
FY 2012, FY2013 and FY 2014.

Table5
Blueprint Education

ADM and Funding Adjusments Required for
FY2012, FY2013 and FY2014

FY 2012 FY2013 FY2014
ADM Funding ADM Funding ADM Funding Total
Enrollment Data 1237 | $78381.21 01 $408.09 040 $2,483.01 $81,277.32
AOI (009) | $(55242) | (0.08) $(306.85) 0.16 $983.33 $124.06
Total Funding Adjustment 1228 | $77.82879| 003 $101.24 0.56 $3471.34 $81.401.37

Source Auditor andysis of SAISand School sudent and financid datafor FY 2012, FY2013 and FY 2014.



