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EXECUTIVE SUMMARY

The Paterson Internal Audit Unit conducted an audit of Gilmore Memorial Preschool, 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 FY 2015-
2016.

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

. 'Iheproviderdidnotfollowtheappravedbudget.As:aresult,thepmviderowesthe
district a balance of $207,335.72.

. Thepmvidahadmunﬁngkregﬂmiﬁesincludingmuhargedmﬂmwmng
location and charged to the wrong line item in the budget.

» The provider made unallowable expenditures.

. Theprovidwfailedtoprovidendequnteﬁdeﬁtybondeovmge.

AUDIT SCOPE

mePa:tersonIntemaIAuditUnitmviewedtheﬁmcialrmrdsandmpp
dommmhﬁminmmrdmoewiththeexmtedmctforﬂmpmﬁduforﬂxepuiodm
2015 through June 2016.Duﬁngthispu’iod,ﬁmdawmnllocatedbasedonaptmmpﬁve
budgetsubnﬁtbedbyiheproviderandappmvedbyfhedis&iot. The NJDOE budget should
mﬂoctamualcostsbasedonasixhouranﬂSSminutedayandISSdayschoonear.
AddiﬁmﬂﬁmdswmgivmmfhemoﬁdamopunteaIGduysmmsrmﬁchmMpmgrm
during the month of July 2015,

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

* The provider had a current license.
* The NJDOE employees had criminal history record information results, child abuse
record information results, Mantoux Tuberculosis test results, and applicable

Identification Division of the Federal Buresu of Investigation or the State Burean of
Identification, which would disqualify said employee from employment pursuant to
law, or the check reveals a disqualifying offense and the individual has demonstrated
hebilitats
* 'The provider properly filed foderal and state tax returns.



NEW JERSEY DEPARTMENT OF EDUCATION
PATERSON INTERNAL AUDIT UNIT
GILMORE MEMORIAL PRESCHOOL, INC.
FISCAL YEAR 2015-2016

. Thepmvidmmaintainedaﬁnmddsysmthatpmvidedﬁmely,accwate,cmm
and complete disclosure of a1l financial activities related to the NJDOE agreement.

» Thepmﬁderpmperlyhandledcashrecdptsmddisbmm;mdwmplmdyw-
end bank reconcilistion for each accomnt handling NIDOE funding,

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

¢ The provider submitted the proper supporting documentstion with the quarterly
expenditure reports,

Gilmore Memorial Preschool, Inc. is a nonprofit childcare center providing services to the
children of Paterson, New Jersey. The center has two locations; Gilmore Memorial Preschool
I (Site I) located at-505 East 22™ Street, Paterson and Gilmore Memarial Preschool II (Site
I) Iocated at 69-75 Montclair Avenue, Paterson. The provider was budgeted to serve a
combined total of 180 NJDOE children for FY 2015-2016 with the epproved budget for Site
I of $1,502,820 and for Site I of $1,065,922, for a combined total of $2,568,742.

S ¥ RECO (4)

Finding 1: The provider under spent the NJDOE Preschool Education approved
budget. As a result, the provider owes the district a balance of $207,335.72.

The NJDOE funds the six hour and 55 minute educational component of the preschool
program and the Department of Human Services (DHS) finds the wreparound component,

The Statement of Assurence signed by the director of the childcare center certifies the
m:pmdiﬂnerepoﬁisacmhmﬂmmpletewﬁthaﬂmppmﬁngdocumenmﬁonﬁepmvidu
shall submit ail supporting documentation including receipts for all expenditures related to
ﬂleNJDOEwiﬁwchquaMyexpmdimrerepomTheDisuiaDepuunentofEaﬂy
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 resulis of this audit,ﬂ:epmvidenunderspantthcapprovedbudgetforSitelby
$101,228,77 and Site II by $106,106.95 (see exhibit A).

Recommendation;
The auditors recommend the district recovers $207,335.72 from this provider,

Eindjng 2: The provider had accounting irregularities including expenses charged to
the wrong location and charged to the wrong line ftem in the budget.
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The auditors noted accounting irregularities including:

¢ Several instances of expenditures that were charged to the incorrect line jtem.
Examples include expenditares charged to building/grounds meintenance/repair
totaling $2,825.00 for Site I should have been cherged to security equipment, The
auditors allowed those expenditures under security. A $3,944.00 expense for Site T
ﬁoratelephonsyshanwasinoonecﬂychargedtoclamomtechnology.m
telephonesysﬁanshmﬂdhavebemexpmsedasmindire&mtAﬁZl.&Bmpm
charged to Site 1 cleaning supplies from Costco was clearly marked as food items.
This was disallowed for two reasons: the receipt is stamped “Site I”* and Site II was
already at the maximum sllowable budget for food.

. Swemlinstmcesofexpmmthatwmcbnrgedmﬂ:emnglocaﬂonmmse
for $1,475.000hm'gedwclnssroomtechnologyforSitGIshouldhavebeenchn'ged
to Site I A ficld trip for $2,500.00 charged to Site I was incorrectly charged; only
$1,500 should have been charged to Site I and the remaining $1,000.00should have
been charged to Site II. The provider purchased & desk and hutch totaling $647.32
for Site O; however, it was incorrectly charged to Site . A payment to PSE&G
totaling $597.09 was charged to Site II, but the invoice indicated the address for
Site L Accounting expenses for external audit preperstion in the amount of
$11,000.00 was charged to Site II; however, the expense should have been charged
to Site 1, because Site II had just opened during FY 2015-2016.

* 'The provider made payments to several vendors that submitted invoices which
lacked detail of the services that were provided, Most read “repairs”, but were not
specific. The expenses were charged to building/grounds maintenance/repairs and
were allowed by the auditors.

* The provider made numerous partial payments when paying invoices. This practice
resultedinacmyoverofpﬁoryearm;pensesﬁatwaedifﬁmﬂttovmify.

Reco |1 H

Theaudimmmeommdthepmvidaenhmmitscmmtﬁnmddmmasmmtmin
mdamproﬁdemaommmdeompletedischmofauﬁmdalwﬁviﬁu.ﬁepmﬁda
ghould ensure all expenses are properly charged to the correct line item and location. The
pmﬁdershoﬂdmsmthnttheapmdimreponindudesaﬂapmopﬁMempmses,md
expenses should not be paid without a proper detsiled invoice. The provider should
discontinue the practice of making numerous partial payments as NJDOE funding should be
sufficient to pay budgeted expenditures.

Finding 3: The provider made unallowsble expenditures.
The auditors noted unallowable expenditures. Examples include the following:
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¢ Two expenditures for Site I totaling $1,142.58 ($742.39 and $400.19) charged to
Office Equipment and Repair were prior year expenses and disallowed by the
auditors.

Expenditures for Site I totaling $979.00 charged to Security were prior year
expenses and disallowed by the auditors,

The provider charged late fees totaling $178.00 to the NJDOE preschool program
which were disallowed by the auditors.

The auditor disallowed two expenses for Site I due to double entry. The provider
peid & water bill in February in the amount of $180.56, which included a $10.00 late
fee. This expense was a duplicate entry, for & $170.56 expense, which was paid in
Jamuary that was classified under another indirect line item. The $180.56 was paid
and was subsoquently given as a credit to the provider by the vendor because of the
overpayment. The second disallowed expense noted ebove was originally charged
to Site L, but the auditors moved it to Site I because it listed the address for Site I
on the invoice. The provider made three entries with the same amount, but the
invoice was only for two expenses. As a result, the auditors disallowed the amount
of $302.93, because of duplicate entries.

The anditors also noted indirect costs for the month of August that were charged to the
NJDOE program which could not be included in the auditor totals because the provider chose
the 10 month option for recording expenditures. Some of the expenses inchuded
approximately $2,500.00 for insurance, $664.00 for copier lease payments, $455.00 for
telecommunication and $380.00 for payroll fees,

Recopymendation:

The auditors recommend the provider enhances its current financial management system in
order to correct the finding noted above. The provider should only charge allowable costs to
the NJDOE program.

Finding 4: The provider failed to provide adequate fidelity bond coverage.

In accordance with the FY 2015-2016 NJDOE Preschool contract, providers must obtain an
employee fidelity bond on all employees insuring against loss from employee’s dishonest
acts. The bond shall be in the amount of a percentage of the current year's budget. Based on
the provider’s current year budget, the employee fidelity bond coverage amount shonld not
have been less than $130,687.00, The auditors noted the amount of employee fidelity bond
coverage procured by the provider during the FY 2015-2016 was only $100,000.00.
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Recommendsation:

The provider should comply with the provisions in the contract end maintain adequate
fidelity bond coverage. The provider should also supply the auditors with evidence of
adequate coverage for the current fiscal year.

Auditor:

Janeth Molina

Submitted by: Approved by:
aniel Sackner Steven

Supervicing Auditor Director, State

Operated Audit Unit
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