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

April 30, 2015

Dr. Perry Berry, Interim Superintendent
Queen Creek Unified School Didtrict
20217 East Chandler Heights Road
Queen Creek, AZ 85142

Dear Dr. Berry,

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

Auditors determined that the Digtrict did not accurately report some student FTES and some student data
was inaccurate for FY 2012, FY 2012 and FY 2013, which resulted in an overstatement of 34.67 ADM.
Asareault, the Digtrict was overfunded by $172,673.74, which the District must repay to ADE.

We appreciate the cooperation and assistance provided by the District’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 the Queen Creek Unified School Didtrict (Didrict) pursuant to Arizona Revised Statutes
(A.RS) 8§ 15-239. This audit focused on whether the Didrict properly reported enrollment and
attendance data to ADE and received the correct amount of Basic State Aid for FY2012 through
FY2014.

Average Daily Membership audits of digrict and charter holder funding—Pursuant to A.R.S. § 15
239, ADE may conduct ADM audits, which help ensure the gppropriate distribution of Basic State Aid
provided annualy to school digtricts and charter schools. School digtricts and charter schools receive
Basc State Aid based on saverd factors related to student enrollment and attendance. To receive
funding, school digtricts 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 school digtrict or charter school’s information reported to ADE's student data
system, the Student Accountability Information System (SAILS), to information found on the origina
records kept at the school. If auditors find that the school district or charter school’s reported information
does not match the origind documentation, the audit will caculate and report the funding adjustment
needed to the school didtrict’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 digtrict or charter
school that disagrees with the Superintendent’s decision in the Notice with the opportunity to file a
forma apped within thirty (30) days after the report was issued. If an apped isfiled, the school district
or charter school and ADE may reach agreement in an informal settlement conference. If an agreement
is not reached at the informa settlement conference, the apped 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 dlow a correction to be made partly in the
current budget year and partly in the following budget year.

In addition, ADE will adjust the Didrict's budget capecity if required. ADE School Finance
Memorandum 13-011 summarizes the budget capacity adjustment authorized by statute:

ARS 815915, as amended by Laws 2012, Chapter 357, Section 3, requires the
superintendent of public ingtruction, when it is determined that state aid or budget limits
have been calculated in error, within the prior 3 years, to make corrections to budget
limits and state aid in the current year. (Hardship application may be approved by the
superintendent). Effective for audits initiated during FY2013 and continuing in
subsequent years, corrections for audit findings to both budget capacity and state aid
(when applicable) will be made.

Didrict information—The Didtrict, located in Queen Creek, Arizona, maintained four eementary
schools, one middle school, one junior high school, one high school and one online school during the
fiscal years audited. Table 1 presents the Didtrict’s unaudited student, staffing and financid information
for FY2012, FY 2013 and FY 2014.

Tablel

Queen Creegk Unified School District
Total Students, Staffing, Revenues and Expenditures
FY2012, FY2013 and FY 2014

(Unaudited)
FY2012 FY2013 FY2014

StudentsEnrolled 5,298 5,017 5,187
Number of Teachers 219 263 256
Revenue

Loca $22,490,406 $21,759,205 $22,970,864

County 1,702,194 1,591,696 1,416,233

Sate 18,018,678 18,182,512 17,213,816

Federa 4,321,795 3527,171 3,450,489
Total Revenues $46,533,073 $45,060,584 $45,051,401
Total Expenditures $44,643,900 5819612 $44,964,190

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



SCOPE AND METHODOLOGY

The audit focused on whether the Didtrict 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 Didtrict and SAIS records
for enrollment. Auditors aso reviewed Sae datutes and Didrict policies and procedures, and
interviewed Didtrict management and staff. Specificaly:

e FTE calculations—Auditors reviewed the high school bell schedule and 183 student schedules
to determine whether the Didrict reported the correct full time enrollment (FTE) data to ADE.
Depending on the number of classes needed to have a 1.0 FTE, auditors reca culated 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 a student, auditors reca culated
the ADM.

e Enrollment data — Auditors reviewed 209 student profiles to determine if the enrollment data
reported to ADE was correct. Auditors compared the entry and exit dates to the student profiles
to determineif an adjustment was necessary

e Ingructional hours — Auditors reviewed the bell schedules and cdendars for each of the
Didtrict’s schools for FY 2012, FY2013 and FY2014. The tota ingructiona 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 appreciation to the Digtrict’s administration and staff members for their
cooperation and ass stance during the course of the audit.



FINDING1l: THE DISTRICT INCORRECTLY CALCULATED
AND REPORTED FTE RESULTING IN
OVERFUNDING OF $171,733.20

Auditors determined that the District incorrectly caculated and reported to ADE the enrollment status of
154 high school students, resulting in the Didtrict's ADM being overstated by a total of 34.46 for the
three fiscal years audited. This occurred because the Didrict failed to comply with statute and ADE
guidelines when calculating the FTE status of these students. As aresult, the Digtrict was overfunded by
$171,733.20 in Basic State Aid. According to A.R.S. § 15-915, ADE needs to recover these monies from
the Digrict. Additionally, the District needs to ensure it complies with statute and ADE guidelines to
properly calculate and report sudent FTE.

The District Incorrectly Calculated and
Reported FTE for 154 Students

Auditors determined that the Digtrict improperly caculated the FTE status for some of its high school
sudentsfor dl three fiscd years audited. Auditors identified 154 high school students whose FTE status
was reported to ADE incorrectly.” As aresult, the District’s regular ADM was overstated by 34.46. The
Digrict sADM was overdated by atotad of 34.46, asshown in Table 2.

Table?2

Queen Creek Unified School Digtrict
Number of StudentsWith Incorrect FTE and Associated ADM Adjustment
FY2012, FY2013 and FY 2014

FY2012 FY 2013 FY2014 Total
Number of Studentswith Incorrect FTE 1 76 77 154
Regular ADM Adjustment 0.125 16.253 18.078 34.455

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

The District Failed to Comply
With Statute and ADE Guidelines

The Didtrict did not follow statute and ADE guidelines when caculating and reporting student FTE for
some students. According to A.R.S. 8§ 15-901 and ADE Guidelines and Procedures EX-18 (EX-18), a
high school student must be scheduled for at least 720 ingtructiona hours during the year and at least 20

! According to the ADMS46-1 reports for FY2011, FY2012 and FY2013, the District had a total high school ADM of
54,875.6 for the three years audited.
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hours per week for the student to be reported as one FTE. A student who does not meet these
requirements is considered a part-time student and their FTE status is reduced based on the number of
instructional hours provided.?

Auditors determined that in FY 2012, the Digtrict only misreported one student due to a data error.
However, for FY 2013 and FY 2014 students were reported as attending full-time (1.0 FTE) if they were
enrolled in four or more classes. According to andyss of the Didrict's bell schedule and caendar,
students would have needed to teke at least five classes each week in order to receive 720 hours of
ingtruction and be counted as enrolled full-time pursuant to statute and ADE guiddines. As shown in
Table 3, the Digtrict misreported FTE for sudents enrolled in four classesor less.

The District needs to ensure it complies with statute and ADE guiddinesto properly caculate and report
FTE.

Table3

Queen Creek Unified School District
Number of Classes, FTE Calculated and Reported by School to ADE,
Actual Ingructional HoursProvided Per Week and Correct FTE

FY 2013 and FY 2014
Number of Classes 1 2 3 4 5o0r more
FTE Reported by District to ADE 0.25 0.50 0.75 1.0 1.0
Minimum Required number of hours
per week for the reported FTE 5 10 15 20 20
Actual Instructional Hours Provided Per Week
Queen Creek High School
2012 4,83 9.67 14.50 19.33 24.17
2013 4.83 9.67 14.50 19.33 24.17
2014 472 9.43 14.15 18.87 23.58
Correct FTE That Should Have been
Reported to ADE 0.00 0.25 0.50 0.75 1.0

Source: Auditor andysisof Didtrict records, A.R.S. § 15-901 and EX-18.

2 Pursuantto 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.

5



The District Was Overpaid
$171,733.20 in Basic State Aid

Because the Didgtrict improperly caculated and reported its FTE for 154 students, the Didtrict was
overpaid $171,733.20 in Basic State Aid. Table 4 illustrates the overpayment per fiscal year and the total
overpayment. According to A.R.S. § 15-915, ADE needs to recoup $171,733.20 in overpaid Basic State
Aid from the Didtrict for incorrectly reported FTE for dl threefiscal years audited.

Table4

Queen Creek Unified School District
ADM Adjugment Dueto Miscalculated FTE and Associated Funding Adjustment
FY2012, FY2013 and FY2014

FY 2012 FY 2013 FY?2014 Total
ADM Adjustment Needed 0.13 16.25 18.08 3446
Dueto Miscdculated FTE
Funding Adjustment $559.84 $32,718.06 $88,455.30 $171,733.20

Source: Auditor anaysisof Schoal records, A.R.S. § 15-901 and EX-18.

Recommendations:

1. ADE needs to recoup $171,733.20 in overpaid Basic State Aid from the Digtrict for incorrectly
reported FTE for all threefiscd years audited.

2. The Didtrict needs to ensure that it properly calculates and reports students FTE pursuant to Satute
and ADE guiddlines.



FINDING 2: THEDISTRICT DID NOT ACCURATELY
REPORT SOME STUDENT DATA RESULTING
IN AN OVERPAYMENT OF $940.54

The Didrict inaccurately reported the student enrollment data for seven students for FY2012.
Specificaly, auditors found that six students were reported with an incorrect entry date and one student
was reported with an incorrect exit date. As aresult of these errors, the District’' SADM was overstated by
0.21 for FY2012. Due to the inaccurate enrollment data, the Didtrict received a net overpayment of
$940.54 in Basic State Aid for FY 2012 which ADE must recoup from the Digtrict.

The District Inaccurately Reported
Some Student Enrollment Data

The Didtrict inaccurately reported seven students enrollment data to ADE due to various errors, which
resulted in the Digtrict' SADM being overstated by 0.21.

A.R.S. §15-901 dates that the withdrawal date for studentsis the last day of actud attendance, and the

enrollment date isthe first day of actud attendance. No issues were identified for FY 2013 and FY 2014.
However, the School did not always adhere to these requirementsin FY 2012. Specificaly:

e 6 dudents had an incorrect entry date, which resulted in the Digtrict's ADM being overstated by
0.10.

e 1 student had an incorrect withdrawal date that was reported to SAIS, which resulted in the Didtrict’s
ADM being overdated by 0.11.

Asshownin Table 5, data reporting errorsresulted in anet ADM overstatement of 0.21 for FY 2012.

Table5

Queen Creek Unified Schoal District
ADM Adjugtments Dueto Enrollment Data Errors

FY 2012
FY 2012
Incorrect entry date 0.10
Incorrect withdrawa date 011
Enrollment Data Errors 021

Source  Auditor andyssof Didtrict records and SAIS datafor FY2012.



The District Must Reconcile
Its Enrollment Data With SAIS

The Digrict can avoid errorsin the future by ensuring it regularly and correctly reconciles its datato the
data contained in SAIS. The Didgtrict should review the reports produced by SAIS and reconcile them to
the Didrict's SMS data to identify any discrepancies that would affect funding and correct any errors
identified.

The District Was
Overfunded by $940.54

Auditors determined that the District did not receive the correct amount of Basic State Aid due to the
inaccurate enrollment data reported to ADE for FY2012. The enrollment data errors reported by the
Didtrict resulted in its ADM being overstated by 0.21. As a result, the District was overfunded by
$940.54 in Basic State Aid, which ADE must recoup from the Didtrict. Table 6 shows the ADM and
funding adjustments required for the Digtrict for FY 2012.

Table6

Queen Creek Unified Schoal Digtrict
ADM and Funding Adjustments Dueto
Enrollment Data Errors

FY2012
FY2012
ADM Adjustments 0.21
Funding Adjustments $940.54

Source:  Auditor andysisof Didtrict records and SAIS datafor FY 2012,

Recommendations:

1. ADE must recoup from the Didrict $940.54 in Basc Stae Aid due to incorrectly reported
enrollment data.

2. The Didrict must properly reconcile its data each year to ensure it complies with A.R.S. § 15901
and GE-17.

3. TheDidgrict must comply withA.R.S. § 15-901 when reporting entry and exit datesto SAIS.



ADM AND FUNDING ADJUSTMENTS

A.R.S. § 15915 requires that ADE makes corrections for audit findings to both budget capacity
gate aid. ADE's School Finance Unit's Memo 13-011 informs LEAS of these statutory requirements:

ARS 815915, as amended by Laws 2012, Chapter 357, Section 3, requires the
superintendent of public ingtruction, when it is determined that state aid or budget limits
have been calculated in error, within the prior 3 years, to make corrections to budget
limits and gtate aid in the current year. (Hardship application may be approved by the
superintendent). Effective for audits initiated during FY2013 and continuing in
subsequent years, corrections for audit findings to both budget capacity and state aid
(when applicable) will be made.

and

Budget capacity adjustment required—The District must adjust its budget capacity for the three fisca
years audited. Budget capacity adjustment caculations for the Digtrict will be made by ADE once the

audit isfinalized.

Basc State Aid adjustment of $172,673.74 required to be repaid to ADE—Auditors identified an

overd| funding adjustment of $172,673.74 for the three fiscal years audited due to incorrect FTE
inaccurate enrollment data.

and

Table 7 lists the ADM adjustments and the associated Basic State Aid adjustments for the Didtrict for

FY 2012, FY2013 and FY 2014.

Table7

Queen Creegk Unified School District
ADM and Funding Adjusments Required for
FY2012, FY2013 and FY 2014

FY2012 FY 2013 FY2014
ADM Funding ADM Funding ADM Funding Total
FTE 0.13 $559.84 | 16.25 $82,718.06 18.08 $88,455.30 $171,733.20
Inaccurate Data 021 $94054 - $- - $- $94054
Total Funding Adjustment 034 $150038 | 1625 2,718, 1808 $88,455.30 $172,673.74

Source: Auditor andysis of SAISand Didtrict student and financid datafor FY2012, FY 2013 and FY 2014.




