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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 iniernal audit report on early childhood provider Rainbow Land Learning
Center 1 & 1. In accordance with N.J.A.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 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 Clarence Joffrion or myself.

Sincerely,

P

Steven Hoffmann
Coordinating Auditor

NJ Department of Education
(973) 621-2750

¢: Roberi Cicchino
Ellen Wolock
Clarence Joffrion
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EXECUTIVE SUMMARY

The Newark Internal Audit Unit conducted an audit of Rainbow Land Learning Center I and
Rainbow Land Learning Center II (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:

e The District owes the provider $103,333.

e The auditors noted that Rainbow Land Learning Center I claimed expenditures for
utilities that exceeded current charges on six of the twelve months.

e The auditors noted that the provider submitted quarterly expenditure reports with
multiple minor accounting errors.

e The auditors determined that the District failed to meet the August 29, 2015 deadline for
their final payment to the Rainbow Land Learning Centers as specified within the
Preschool Education Program Contract.

DETAILED FINDINGS

The Newark Internal Audit Unit reviewed the financial records and supporting decumentation in
accordance with the executed contract for the provider for the period July 2014 through June
2015. During this period, funds were allocated based on a presumptive budget submitied 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:

e The provider had a current license.

e 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
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 (o law,
or the check reveals a disqualifying offense and the individual has demonstrated
rehabilitation.

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

s 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,

e« The provider submitted the proper supporiing documentation with the quarterly
expenditure reports.

e 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:

RAINBOW LAND LEARNING CENTER I & II:

Rainbow Land Learning Center I and Rainbow Land Learning Center II are for-profit childcare
centers providing services to the children of Newark, New Jersey. The providet’s respective
locations are in Newark with Site #1 located at 67-71 Somme Street (six NJDOE classrooms)
and Site #2 located at 125-129 Gotthart Street (12 NJDOE classrooms). The center was budgeted
to serve a total of 270 NIDOE children. The 2014-2015 approved combined budgels totaled
$3,838,088.

1. NJDOE Preschool Program

The NJDOE 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 report. The District Department of Early
Childhood Education shall, based on their review of the quarierly expenditure reports, make
prorated adjustments to subsequent monthly payments through the duration of the NIDOE
contract.

Rainbow Land Learning Center I approved budget was $1,292,766 for the 2014-2015 fiscal
year, Of the total approved budget, auditors verified that Rainbow Land Learning Center I
had $1,260,931 in allowable expenditures. As of the report date, Rainbow Land Learning
Center I received $1,263,100 from the District. As a result, Rainbow Land Learning Center I
owes the District a total of $2,169 by the District (See Attachment 1).
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Rainbow Land Learning Center II approved budget was $2,545,322 for the 2014-2015 fiscal
year, Of the total approved budget, anditors verified that Rainbow Land Learning Center II
had $2,489,094 in allowable expenditures. As of the report date, Rainbow Land Learning
Center II received $2,383,592 from the District. As a result, Rainbow Land Learning Center
Il is owed a total of $105,502 by the District. (See Attachment 1)

Recommendation:

The auditors recommend that the District pays the providers the aggregate sum of $103,333.

The auditors noted that the provider submitied quarterlv expendifure reports with
multiple minor accounting eErors

The auditors noted several minor accounting errors on quarterly expenditure reports. As
defined in Section II, subsection A paragraph 4, quarterly expenditure report means “a report
of all, actual, and approvable expenditures.” Of the 13 errors identified, six resulted in the
Rainbow Land Learning Centers claiming more in expenditures than the amounts allowed by
auditors.

The errors were categorized into three types: amount erroneously recorded; incorrect
proration percentage; and invalid expenditure. Auditors found that seven of the 13 errors
identified were in the category of amount erroneously recorded. The amount recorded on the
quarterly expenditure report did not match the amount on the supporting documentation. For
example, an amount of $15.30 was recorded on the 3 quarter Aflac Teacher/Teacher’s’
Assistant, yet the supporting 3rd party benefit statement shows an amount of $156.30.

Recommendation:

The auditors recommend that the provider properly manages its current financial
management system in order to provide an accurate and complete disclosure of all financial
activities. The provider should only charge allowable costs to the NIDOE. In the future, the
provider must comply with the terms of the contract by submilting accurate quarterly
expenditure reporis with properly allocated expenses.

The auditors determined that the District failed to meet the August 29, 2015 deadline
for their final payment fo the Rainbow Land Learning Centers as specified within the
Preschool Education Program Contract,

The auditors determined that the District failed 10 make the final payment to Rainbow Land
Learning Centers by the August 29, 2015 deadline. Per Section VII, subsection H of the
Preschool Education Program Contract, the District is required to make final payment to
Rainbow Land Learning Centers by August 29, 2015. Auditors determined that all payments,
except for the final payments, were made timely and in accordance to the contract. As stated
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previously in this report, auditors determined the District owes an aggregate of $103,333 to
the Rainbow Land Learning Centers. As of the date of this report, The District had not made
a final payment to the Rainbow Land Learning Centers.

Recommendation;

The auditors recommend that a review of all final payments be performed prior to the
deadline date. The review would allow the District to make adjustments, if needed, to ensure
that final payments are made to the provider on a timely basis.

Auditor:
Dwayne Ortiz

Submitted by:

/é - <
Clarence Jofiri

Supervising Auditor

Approved by:

Steven C. Hoffmanfi”
Coordinating Auditor
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