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June 25, 2020 
 
 
 
The Honorable Anthony T. Kern, Chair 
Joint Legislative Audit Committee 
 
The Honorable Rick Gray, Vice Chair 
Joint Legislative Audit Committee 
 
Dear Representative Kern and Senator Gray: 
 
We recently completed our initial followup of Peach Springs Unified School District’s implementation 
status for the 16 audit recommendations presented in the performance audit report released in 
January 2019. Since the release of our performance audit report, the District has undergone 
significant change with the resignations of its Business Manager in January 2020 and its 
Superintendent in May 2020. Additionally, after the passage of House Bill 2684, which the Governor 
signed in March 2020, the Arizona Department of Education (ADE) formed a crisis management 
team to recommend necessary changes to the District to address its status as a persistently 
underperforming school district. We are reporting on the implementation status for the audit 
recommendations as statute requires and to provide information that may be helpful to ADE’s crisis 
management team. As the attached grid indicates: 
 
 1 recommendation has been implemented. 
 7 recommendations are in the process of being implemented. 
 7 recommendations have not yet been implemented. 
 1 recommendation is not currently applicable. 
 
We will continue to follow up at 6-month intervals with the District on the status of those 
recommendations that have not yet been fully implemented. Additionally, we will provide ADE’s 
crisis management team the results of this followup and review the team’s recommendations and 
any action the District takes as they relate to the District’s progress in implementing the audit 
recommendations during our future followups.  
 
Sincerely, 
Vicki Hanson, Director 
Division of School Audits 
 
cc: Governing Board 
 Peach Springs Unified School District 
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PEACH SPRINGS UNIFIED SCHOOL DISTRICT 
Auditor General Performance Audit Report Issued January 2019 

Initial Follow-Up Report 
 

 

Recommendation  Status/Additional Explanation 

FINDING 1:  District should continue focus on instructional program 

1. The District should continue to work closely with the
Arizona Department of Education (ADE) to develop,
implement, monitor, and evaluate action plan steps to
improve its instructional program and students’
academic performance. 

 Implementation in process 
The Legislature recently passed House Bill (H.B.) 2684,
which was signed by the Governor in March 2020. This 
bill, which had an emergency measure, identified Peach 
Springs USD as a persistently underperforming school
district and required ADE to establish a crisis
management team to recommend necessary changes
“to meet the educational needs of the community in
which the school district is located.” ADE subsequently 
formed a crisis management team, which is required by 
H.B. 2684 to submit its preliminary report with its 
recommendations to the Governor and the Legislature 
on or before July 1, 2020. The crisis management team 
has been helping the District find an interim or new
superintendent for the 2020-2021 school year because
the District’s Superintendent resigned on May 8, 2020.
We will review the team’s recommendations and
evaluate any further progress the District made during
a future followup.   

2. The District should ensure that it applies for all monies
available to it through the school improvement
program. 

 Not yet implemented 
According to ADE officials, although the District applied
for and obtained available entitlement monies to help it
improve its instructional program, it did not apply for 
competitive school improvement monies that were 
available specifically to offset costs for implementing its
school improvement action plan in fiscal years 2018, 
2019, or 2020. In addition, the District’s Superintendent
and Business Manager resigned within the last 6 
months, and the District does not currently have anyone
in these positions nor has it fully trained any other staff 
member  to ensure that it applies for all monies
available to it through the school improvement program.
We will review this recommendation during a future
followup after new District administrative personnel are
in place who are capable of applying for all monies 
available to the District to ensure it can support its
school improvement program.  
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Recommendation  Status/Additional Explanation 

3. The District should continue to work with ADE to
correct errors in reporting student test data. 

 Implemented at 12 months 
For fiscal year 2018, ADE was not able to assign the
District’s school a letter grade because the District
made errors in reporting student test data. The District 
submitted its fiscal year 2019 student test data to ADE, 
and based on submitted test data, the District’s school
received an “F” letter grade from ADE for fiscal year
2019. 

FINDING 2:  District incurs costs but collects no revenues for leasing its high school to a 
tribal corporation 

4. The District should continue to work with its legal
counsel and the Tribal Corporation to establish a
current lease agreement for the Tribal Corporation’s
use of the District’s high school and to recover prior
years’ unpaid lease and utility payments. 

 Implementation in process 
The District evicted the Grand Canyon Resort 
Corporation (Tribal Corporation), a wholly owned tribal
corporation of the Hualapai Tribe, from the District’s
high school instead of establishing a current lease
agreement, and the Tribal Corporation is not currently 
using the District’s high school. However, the District 
has not collected prior years’ unpaid lease and utility 
payments owed to it from the prior agreement. We will 
review this recommendation again at a future followup 
after new District administrative personnel are in place 
to review this recommendation and take action. 

FINDING 3:  District should strengthen accounting, equipment, and computer controls 

5. The District should ensure that it requires an
independent review and approval for all its purchases
prior to the purchases being made. 

 Not yet implemented 
We reviewed a sample of 20 judgmentally selected
fiscal year 2020 expenditures and found 2 expenditures
that were not approved prior to the purchases being
made. Additionally, within the last 6 months, the 
District’s Superintendent and Business Manager 
resigned, and the District does not currently have
anyone in these positions nor has it fully trained any 
other staff member  to ensure the independent review 
and approval of purchases prior to purchases being 
made. We will review this recommendation again at a
future followup after the District has fully trained staff 
responsible for this process and has implemented new 
procedures.   



 
Page 3 of 5 

 
 

Recommendation  Status/Additional Explanation 

6. The District should ensure that payments are made in
a timely manner to avoid unnecessary late fees and
finance charges. 

 Not yet implemented 
We reviewed the District’s August 2019 through March 
2020 credit card statements and found $190 in finance 
charges. As discussed in previous recommendations, 
the District’s staff responsible for overseeing credit card
payments resigned, and the District does not currently
have anyone in these positions nor has it fully trained
any other staff member to ensure payments are made 
in a timely manner. We will review this recommendation
again at a future followup after the District has fully 
trained staff responsible for this process and has
implemented new procedures.   

7. The District should ensure that additional duties and
related payments are addressed in employment
contracts or personnel/payroll action forms, approved
in advance of the work being performed, and
maintained in employee personnel files. 

 Implementation in process 
After the audit was issued, previous District staff 
members developed new procedures to ensure that
additional duties and related payments are addressed
in employment contracts or personnel/payroll action
forms but were still in the process of implementing
them. Additionally, as discussed in previous 
recommendations, these individuals are no longer
working for the District, and the District does not
currently have anyone in these positions nor has it fully 
trained any other staff member  to ensure the District’s 
new procedures are implemented and followed. We will 
review this recommendation again at a future followup
after the District has fully trained staff responsible for 
this process.  

8. The District should seek legal counsel to determine if
it had the legal authority to pay $25,000 in bonuses to
its superintendent, and if not, to determine its ability
to recover the monies. 

 Not yet implemented 
Before she resigned, the District’s Superintendent 
provided us a retroactive supplemental contract for the
$25,000 in bonuses paid to her in fiscal years 2017 and 
2018. However, the District could not provide evidence
that the District’s Governing Board and legal counsel
reviewed and approved the supplemental contract.  

9. The District should establish and implement
additional procedures to review employee pay to help
ensure that employees are paid correctly and rectify
any overpayments or underpayments made to
employees. 

 Implementation in process 
According to previous District officials, the District was
working with its external consultants on a new process 
to calculate employee pay and ensure that employees
are paid correctly. However, as discussed in previous 
recommendations, the District’s business office staff 
members responsible for overseeing the payroll 
process are no longer with the District, and the external
consultants are no longer working for the District. We 
will review this recommendation again at a future
followup after the District has fully trained staff 
responsible for this process. 
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Recommendation  Status/Additional Explanation 

10. The District should classify all expenditures in
accordance with the Uniform Chart of Accounts for
school districts. 

 Not yet implemented 
We reviewed the District’s fiscal year 2020 year-to-date 
expenditures and determined that the District has not 
yet substantially corrected the classification errors it
made during the audit year. According to previous 
District officials, the District was working with its
external consultants to review and correct its 
expenditure coding classifications. However, as 
discussed in previous recommendations, the District’s
business office staff members responsible for 
overseeing expenditure classifications are no longer 
with the District, and the external consultants are no 
longer working for the District.  

11. The District should better secure equipment stored at
its high school and consider the possibility of using
some of the equipment at its elementary school. 

 Implementation in process 
The District evicted the Tribal Corporation from the 
District’s high school and replaced the locks at the site
to better secure its equipment. We will review this 
recommendation again at a future followup after the
District has a new superintendent to assess any further 
action the District takes.  

12. The District should limit employees’ access in the
accounting system to only those accounting system
functions necessary to perform their job duties. 

 Not yet implemented 
We reviewed the accounting system access for the
District’s 2 employees who had access to the 
accounting system at the time of our review and found 
that both employees still had more access than was
required for them to perform their job duties.  

13. The District should improve procedures to ensure that
terminated employees have their student information
system access promptly removed. 

 Not yet implemented 
The District did not provide us with sufficient 
documentation for us to determine if the District is 
promptly removing terminated employees’ student 
information system access.  

FINDING 4:  District needs to improve food service program oversight 

14. The District should implement food production
controls, such as varying meal production based on
daily student attendance or expected lunch counts
submitted by classroom teachers to help reduce meal
overproduction and waste. 

 Implementation in process 
According to the District’s previous superintendent and 
previous food service director, the District had 
developed a process to use daily attendance records to
produce meals only for students in attendance each
day. However, they did not provide documentation to 
demonstrate this new process, and they are no longer 
working for the District. We will review this 
recommendation again at a future followup after the
District has fully trained someone to oversee its food
service operations and has addressed this
recommendation. 
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Recommendation  Status/Additional Explanation 

15. The District should develop and implement
procedures to ensure its meals meet the National
School Lunch Program’s (NSLP) nutritional and
portion-size requirements. 

 Implementation in process 
District officials reported that they updated the District’s 
menus to better meet NSLP standards, but we were 
unable to observe the District’s food service meal 
preparation because of the State-wide closure of 
schools in response to COVID-19. Additionally, the 
District’s head food service employee is no longer 
working for the District. We will review this 
recommendation again at a future followup after the
District has fully trained someone to oversee its food
service operations and has addressed this
recommendation. 

FINDING 5:  District should improve controls over transportation program, if operations
resume 

16. The District should ensure that bus driver certification
requirements are met and documented; ensure that it
conducts and documents bus preventative
maintenance and inspections in a systematic and
timely manner; and ensure it maintains
documentation supporting the miles driven and riders
transported for State funding purposes, if it resumes
its transportation program. 

 Not currently applicable 
The District did not operate a transportation program
during fiscal year 2020 and is not currently providing
any transportation services. 

 




