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BOARD OF EDUCATION
RESOLUTION

ACCEPTANCE OF OFAC REPORT ISSUED IN CASE #ECE-010-14
REGARDING THE EARLY CHILDHOOD PRESCHOOL EDUCATION PROGRAM
PROVIDED BY NEW HOPE MEMORIAL CHILDCARE CENTER (July 2009-June 2013)
AND ADOPTION OF DISTRICT CORRECTIVE ACTION PLAN

WHEREAS, on or about October 14, 2015, the State of New Jersey Department of
Education Office of Fiscal Accountability and Compliance (“OFAC”) issued a report in Case
#ECE-010-14 of its findings and recommendations related to its review of the District’s financial
records involving New Hope Memorial Childcare Center from July 2009 to June 2013; and,

WHEREAS, the District has prepared a Corrective Action Plan for adoption by the Board
of Education to enact the recommended practices set forth in the OFAC report; and,

WHEREAS, the Board of Educations is required by regulation (N.J.A.C. 6A:23A-5.6) to
publicly review and discuss (1) the findings and recommendations contained in the OFAC report
at a public meeting of the Board of Education, and (2) the Corrective Action Plan to be adopted
by the Board of Education;

NOW, THEREFORE, BE IT RESOLVED that the Elizabeth Board of Education
acknowledges receipt of the OFAC report issued regarding New Hope Memorial Childcare Center
(Case #ECE-010-14).

BE IT FURTHER RESOLVED that the Elizabeth Board of Education adopts the
Corrective Action Plan to address the recommendations and findings that were set forth in the
OFAC report, which shall be implemented by District personnel in accordance with the Corrective
Action Plan.

BE IT FURTHER RESOLVED that a copy of the OFAC report and Corrective Action
Plan shall be posted on the District’s website with the agenda and meeting minutes for the January
21, 2016 meeting.

BE IT FURTHER RESOLVED that a copy of the Corrective Action Plan and this
resolution shall be forwarded to OFAC immediately in accordance with N.J.A.C. 6A:23A-5.6(c).

TRUE COPY APPROVED AND ADOPTED
AT THE BOARD OF EDUCATION MEETING
HELD JANUARY 21, 2016

Harold E. Kenne;)?brr. \/\
School Business Administrator/Board Secretary

Elizabeth, New Jersey 15-145
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State of Neto Jersey

CHRIS CHRISTIE DEPARTMENT OF EDUCATION
Governor PO Box 500
Kivm GuabacNo TrENTON, NJ 08625-0500 Davio C. Hesee
Lr. Governor Commissioner
October 14, 2015
TO: Ellen Wolock, Ed.D., Administrator

Division of Early Childhood Education

FROM: Robert J. Cicchino, Director % -
Office of Fiscal Accountability and/Compliance

SUBJECT: Elizabeth Public Schools
Early Childhood Preschool Education Program
New Hope Memorial Childcare Center
OFAC Case #ECE-010-14

The Office of Fiscal Accountability and Compliance (OFAC) completed a fiscal review of the
2013-2014 preschool education program contract (the contract), budget and financial records of
New Hope Memorial Childcare Center (the provider), a contracting preschool provider in the
Elizabeth Public Schools (the district),

A copy of the report on this matter is attached for your review. The district, in collaboration with
the provider, is required to submit a corrective action plan (CAP) to the OFAC, in conformance
with the provisions of N.LA.C. 6A:23A-5.6. A copy of the corrective action procedures and the
CAP format will be sent to the district and the provider. The CAP format can be accessed on the
Department of Education internet site by visiting http://www.state.nj.us/education/ece/budeet/cap/
or contacting the county liaison with the Division of Early Childhood Education.

If you have any questions, please contact Thomas C, Martin, Manager, Investigations Unit, at
(609) 633-9615.

RJIC/TAECE\Final ECE Reports\l 3-14 Reports\Frs\ECE_010_14 New Hope Memorial Finat Report.Doc
Attachment

www.nj govieducation

New Jersey Is An Equal Opportunity Employer s Printed on Recycled Paper and Recyclable
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NEW JERSEY DEPARTMENT OF EDUCATION
OFFICE OF FISCAL ACCOUNTABILITY AND COMPLIANCE

REPORT OF EXAMINATION - OCTOBER 2015
ELIZABETH PUBLIC SCHOOLS
EARLY CHILDHOOD PRESCHOOL EDUCATION PROGRAM

EXECUTIVE SUMMARY

The Office of Fiscal Accounltability and Compliance (OFAC) completed a fiscal review of New
Hope Memorial Childcare Center (the provider), a contracting preschool provider in the Elizabeth
Public Schools (the district) for the Department of Education (DOE) preschool education
program, The fiscal review was conducted to ensure compliance with the terms of the 2013-2014
preschool education program contract (the contract). The fiscul review is not a comprehensive
audit; it is a review of certain fiscal aspects of the preschool education program.

As a result of the fiscal review, the following deficiencies were noted:

I. The OFAC review determined the provider underspent the approved budget by a total of
$151,306.00. The district withheld $28,693.00 in underspent funds; therefore, $122,613.00
remains payable to the district (see Exhibit A). In addition, the OFAC review revealed the
provider has an ongoing balance, from July 1, 2009 to June 30, 2013, payable to the district.
As of June 30, 2014, the balance due to the district was $295,065.00, not including the
underspent funds identified in the 2013-2014 contract year (see Finding #2).

2. The investigator noted evidence of the provider’s lack of fiscal controls.

3. The investigator detected accounting irregularities.

DETAILED FINDINGS

The OFAC reviewed the budget, the financial records and a sample review of the supporting
documentation for the contract period of July 1, 2013, through June 30, 2014, During the contract
year, the funds were ‘allocated to the provider und approved by the district. The actual costs
reported were based on a six-hour and fifty-minute, 183-day comprehensive educational preschool

program.
The fiscal review was conducted to determine whether or not;

The childcare center had a current license,

The provider maintained a current facility lease.

The provider had a current independent audit performed.

The provider filed the federal and the state tax returns.

The provider maintained a finrancial management system that provided timely, accurate,
current and complete disclosure of all financial activities related to the DOE preschool
education program,

s The provider maintained the proper insurance as required by the contract.



Report of Examination ~ October 2015
Early Childhood Preschool Education Program - Elizabeth Public Schools
New Hope Memorial Childcare Center - Case #ECE-010-14

Page 2

e The provider submitted the proper documentation to support the sample review of the
quarterly expenditure report.

The provider is a nonprofit childcare center located at 889 East Jersey Street, Elizabeth, New
Jersey, and was budgeted to serve a total of 90 children funded by the DOE. In addition, the
provider operates three non-DOE funded classrooms. The 2013-2014 approved budget totaled

$1,336,548.00.

During the fiscal review, the OFAC investigator worked collaboratively with the district and the
provider to minimize the number of compliance findings.

Below is a summary of the remaining fiscal review findings:

. DOE Preschool Education Program

The DOE funded the six-hour and fifty-minute educational component of the preschool education
program, and the Department of Human Services (DHS) funded the wrap-around program.

The director signed the quarterly expenditure report certifying it was accurate and complete with
all of the supporting documentation. The provider submitted all of the requested supporting
documentation with the quarterly expenditure report.

Based on the results of the fiscal review, the OFAC identified $151,306.00 in underspent DOE
preschool education program funds. The district withheld $28.693.00; therefore, $122,613.00
remains payable to the district (see Exhibit A). In addition, the OFAC review revealed the
provider has an ongoing balance, from July 1, 2009 to June 30, 2013, payable to the district. As
of June 30, 2014, the balance due to the district was $295,065.00, not including the underspent
funds identified in the 2013-2014 contract year (see Finding #2).

Recommendation:

The OFAC recommends the district recover the underspent funds totaling $122,613.00 and the
balance due of $295,065.00. The district should review the issues below and make the necessary

adjustments.

. The investigator noted evidence of the provider’s lack of fiscal controls

The provider may be experiencing financial difficuities.

» As stated in the Independent Auditor’s Report for the half year ended June 30, 2014, the
auditor did not identify any deficiencies in the internal controls over financial reporting or
compliance that were considered to be material weaknesses, However, as described in the
financial statement findings, the auditor identified: “The Organization has incurred recurring

" deficits in the last several fiscal years, These deficits were financed by deferring repayment of
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amounts due to the grantor, Elizabeth Public Schools. As of June 30, 2014, the Organization
owed the grantor $295,065. Payments of certain other expenses (such as rent} were also in

arrears.”

Note 11 of the Independent Auditor’s Report — Due to Grantor

July 1, 2009 to June 30, 2010 $ 80,549.00
July 1, 2010 to June 30, 2011 12,616.00
July 1, 201} to June 30, 2012 89,974.00
July 1, 2012 to June 30, 2013 111,926.00

Total $295,065.00

The auditor's report indicated the provider was negotiating a repayment plan for liquidating
the outstanding amount with the district. :

e A review of the invoices for the benefits, the rent, mortgage and other space costs, and the
utilities line items revealed numerous shut-off notices, carried-forward balances and late fees

posted on the invoices.

* A sample review of the cush disbursements journal for the period ended December 31, 2013,
revealed numerous postings of returned item fees,

Recommendation:

The financial position of the provider's DOE preschool education program should be determined
as soon as possible. The OFAC recommends the provider establish sound fiscal controls and
work with the district to determine an exception to the standard proration based on the lack of
funds received from the DHS to ensure the DOE funds are managed appropriately. The provider
should establish a comnplete general ledger system that can produce both financial statements and
trial balances and ensure the vendor payments are disbursed timely.

. The investigator detected accounting irregularities

The investigator noted the following irregularities:

s A review of the payroll registers compared to the quarterly expenditure report revealed the
salaries for the substitute teachers, the food worker, and the director were not stated properly

on the quarterly expenditure report.

¢ The provider did not take inte consideration the threshold for the unemployment and the
disability payroll taxes.
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e A review of the rent, mortgage and other space costs line item revealed the provider overstated
the expenditures reported in July and August 2013 as compared to the actual payments made
and the entries posted in the general ledger.

e A sample review of the indirect cost line items revealed the quarterly cxpenditure report did
not reconcile on a quarterly or yearly basis to the general ledger.

Recommendation:

The OFAC recommends the provider enhance its current financial management system in order to
ensure the accurate disclosure of afl financial activities related to the DOE preschoo!l education
program. The provider should ensure the salaries, the payroll taxes and the indirect costs are
reported accurately on the quarterly expenditure report and reconcile to the general ledger.

OBSERVATIONS

The provider did not maintain an accurate employee contract for the food worker position. The
contract stated the position was a 12-month position when the food worker only worked for 10

months.

Submitted by: Approved by:
. % AN i)
homas C. Martin, Manager Robert J. Cicchigo! Director
Investigations Unit Office of Fiscal Accountability and Compliance

Special Investigator;
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