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Mr. Christopher Cerf

State District Superintendent
Newark Public Schools

2 Cedar Street

Newark, New Jersey 07102

Dear Mr. Cerf:

Attached is the inlernal audit report on early childhood provider Tri-City Peoples
Corporation. In accordance with N.LA.C. 6A:23A-5.6 the Newark Public Schools are
required to publicly review and discuss the findings in the report at the next regularly
scheduled public board meeting. Within 30 days of the public meeting the district board
of education shall adopt a resolution certifying that the findings were discussed in a
public meeting and approving a corrective action plan (o address the issues raised in the
findings. The resolution shall be submitted to the Internal Audit Unit within 10 days of
adoption. The findings of the audit and the board of education’s corrective action plan shall
be posted on the district’s web site.

Should you have any questions, please feel free to contact Clarence Joffrion or myself.

Sincerely,

i
Steven Hoffrmdmn
Coordinating Auditor

NJ Department of Education
(973) 621-2750

¢: Robert Cicchino
Ellen Wolock
Clarence Joffrion
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EXECUTIVE SUMMARY

The Newark Internal Audit Unit conducted an audit of the childcare center operated by Tri-City
Peoples Corporation (provider), a provider participating in the New Jersey Department of
Education (NJDOE) Preschool Education Program, for compliance with the terms of the contract

for the 2014-2015 fiscal year.

As a result of the audit, the following deficiencies were noted:

o The provider under spent the approved budget. As a result, the provider owes the district a
balance of $13,5706.

o The provider failed to maintain a financial management system that provided accurate and
complete disclosure of all financial activities related to the NJDOE agreement,

e The provider failed to maintain continuous workers compensation insurance as required by

the NJDOE contracl.
» The provider failed to file Employer’s Quarterly Federal Tax Returns for the first and second

quarters of 2013.
DETAILED FINDINGS

The Newark Internal Audit Unit reviewed the financial records and supporting documentation in
accordance with the executed contract for the provider for the period July 1, 2014 through June
30, 2015. During this period, funds were allocaled based on a presumptive budget submitted by
the provider and approved by the district. The NJDOE budgel should reflect actual costs based

on a six hour day and 191 day school year.

The audit scope included detailed testing to determine whether or not:

¢ The provider had a current license.

» The NIDOE employees had criminal history record information (CHRI) results, child
abuse record informalion (CARI) resulis, Manloux Tuberculosis (TB) test resulis, and
applicable credentials on file. The contracl requires the provider to provide proof (o the
district, prior to the commencement of the program, each individual employed by the
contracted childcare center has had a criminal history background check and said check
indicates that no criminal history record information exists on file in either the
Identification Division of the Federal Bureau of Investigation or the State Bureau of
Identification, which would disqualify said employee from employment pursuant to law,
or the check reveals a disqualifying offense and the individual has demonstrated
rehabilitation.

» The provider properly filed federal and state tax returns,
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The provider maintained a financial system that provides timely, accurate, current and complete
disclosure of all financial activities related to the NJDOE agreement.

e The provider properly handled cash receipts and disbursements; and completed year-end
hank reconciliation for each account handling NJDOE funding,

e The provider maintained the proper insurance as required by the contract,

e The provider submitted the proper supporting documentation with the quarterly

expenditure reports.

Below is a summary of our findings:

TRI-CITY PEOPLES CORPORATION:

Tri-City Peoples Corporation is a 501(C) (3) non-profit childcare center providing services to the
children of Newark, New Jersey. The center is located at 675 South 19" Street, Newark New
Jersey, and was budgeted to serve a total of 60 NJDOE children. The 2014-2015 approved

budget (otaled $789,8G0.,

1.

NJDOE Preschool Program.

The NJDOE funds the six hour educational component of the preschool program. The
Siatement of Assurance signed by the director of the childcare center certifies the
expenditure report is accurate and complete with all supporting documentation.  The
provider shall submit all supporting documentation including receipts for all expenditures
related to the NJDOE with each quarterly expenditure report. The District Department of
Early Childhood Education (district) shall, based on their review of the quarterly expenditure
reports, make prorated adjustments to subsequent monthly payments through the duration of

the NJDOE contract.

Based on the results of this audit, the provider underspent the approved budgel by $13,576
(see exhibit A).

Recommendation:

The auditor recommends that the district recovers $13,576 from the provider.

The provider failed to maintain a financial management system that provided accurate
and complete disclosure of all financial activities related fo the NJDOE contract.

The auditor determined that the provider did not maintain an adequate financial management
system as required under Section III (M) of the Preschool Educational Program Contract,
which states “The provider shall maintain a current and complete disclosure of all financial
activity related to the agreement in accordance with “GAAP”. The provider failed to

4
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maintain a preschool accounting system of all financial activities related to the agreement.
The provider also failed to maintain a general ledger and account reconciliation of all
financial activities related {o the agreement.

Recommendation:

The auditor recommends that the provider implement a financial management sysiem that
provides accurate and complete disclosure, a general ledger that reflects cash receipts,
disbursements, and records all budgeted cash receipts and expenditures related to the

agreement.

The provider failed to maintain continuous workers compensation insurance as

required by the NJDOE contract,

The auditor determined that the provider did not maintain Workers Compensation Insurance
as required by Section XV (C) of the Preschool Education Program Contract. The current

policy lapsed and was renewed 15 days later.

Recommendation:

The auditor recommends thai the provider lakes every precaution to insure that all required
insurance is maintained in accordance with the program contract.

The provider is in arrears on Federal employment tax payments.

Based on a review of the providers Quarterly Employers Federal Tax Returns (Forms 941),
the provider has been consistently in arrears on their federal payroll tax payments. The most
recent Form 941 for the first quarter of 2016 indicates the $132,932.37 tax liability due was

not paid in a timely manner.

Recommendation:

The provider must provide evidence to the district that all back laxes have been remitted.
The district should consider terminating the provider’s contract should tax liabilities remain

unpaid.
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Auditor:
Temple Garretson-White
Submitted by:

fd%mw 7 o
Clarence Joffrion/ /
Supervising Auditor

Approved by:

Steven C, Hoffmann
Coordinating Auditor
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