State of Nefs Jersey AUG 2.5 &

{CHRIS CHRISTIE DEPARTMENT OF EDUCATION
Guvernor PO Box 500
Kim GUADAGNO TRENTON, NJ 0B625-0501) Davip C. HESPE
Lt. Governor Commisstoner

August 17, 2015

Mr. Christopher Cerf

State District Superintendent
Newark Public Schools

2 Cedar Street

Newark, New Jersey 07102

Dear Mr. Cerf:

Attached is the internal audit report on early childhood provider Parkside Preschool II,
Inc. In accordance with NJ.A.C. 6A:23A-5.6 the Newark Public Schools are required (o
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 to 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 me.

Sincerely,

- //f - n(/ %_,
Steven Hoffman
Director, State-Operated Audit Unit
NJ Department of Education

(973) 621-2750

c: Robert Cicchino
Eilen Wolock
Clarence Joffrion

www.nj.gov/education
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EXECUTIVE SUMMARY

The Newark Internal Audit Unit conducted an audit of Parkside Preschool II, Inc. (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 2013-2014 fiscal year.

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

The district owes the provider $1,106.
The auditors noted several old outstanding checks as of year-end, including items dated
as far back as 2011.

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 2013 through June
2014. During this period, funds were allocated based on a presumptive budget submitted by the
provider and approved by the district. The NJDOE budget 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 NJDOE employees had criminal history record information (CHRI) results, child
abuse record information (CARI) results, Mantoux Tuberculosis (TB) test results, and
applicable credentials on file. The contract requires the provider to provide proof to the
district, prior to the commencement of the program, each individual employed by the
contracled 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.

The provider maintained a financial system that provides timely, accurate, current and
complete disclosure of all financial activities related to the NJDOE agreement.

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

The provider maintained the proper insurance as required by the contract.
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e The provider submitted the proper supporting documentation with the quarterly

expenditure reports.
s The provider annually obtained signed waiver from staff members choosing to opt out of
benefit coverage. The waiver must indicate proof of insurance from another source.

e The provider based all benefit expenditures on a written uniform policy.
Below is a summary of the audit findings and recommendations:

PARKSIDE PRESCHOOL II, INC.:

Parkside Preschool II, Inc. is a for-profit childcare center providing services to the children of
Newark, New Jersey. The center has one location in Newark at 354 Park Avenue (six NJDOE
classrooms). The center was budgeted to serve a total of 90 NJDOE children. The 2013-2014

approved budget totaled $1,177,490.

The Newark Public Schools (NPS) paid the provider $1,118,616 during the 2013/2014 fiscal
year. Upon the district’s review of the provider’s expenditures, the district determined that the
provider was underpaid and issued an additional check for $25,121 in March 2015. Therefore,
the provider received payments totaling $1,143,737 for the 2013/2014 audit period.

1. NJDOE Preschool Program

The NIDOE funds the six hour educational component of the preschool program and the
Department of Human Services (DHS) funds the wraparound component.

The Statement 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 repori. 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 under spent the approved budget by $32,647.
The district withheld $33,753. The district owes the provider $1,106. (see exhibit A).

Recommendation:

The auditors recommend that the NPS pay the provider the sum of $1,106.

2. The auditors noted several old outstanding checks as June 30, 2014, including items
dated as far back as 2011.
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The auditor’s review includes a review of the 2013/2014 fiscal year bank reconciliations,
which includes a list of all outstanding checks. As of June 30, 2014 all of the provider’s
outstanding checks were more than one year old. The checks outstanding are as follows:

Date Check Number Check Amount
04/04/2011 1576 $2,405.10
10/03/2011 1748 14.79
06/04/2012 1871 20.00
06/26/2013 2102 23.47
Total $2,463.36
Recommendation:

The auditors recommend that the provider review all old outstanding checks and make
necessary adjustments to their accounting records. Any adjustments should be made in
compliance with State of New Jersey escheat laws. In addition, the district should review the
outstanding check list and consider recovering funds for any expenditure charged to the
NJDOE preschool program which the provider cannot demonstrate that payment was

actually made.

Auditor:
Patricia Sewak

Submitted by:
Clarence Jo%%’ ;
Supervising Auditor

Approved by:

Steven C. Hoffmand™"
Coordinating Auditor
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