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Board President
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Dear Mr. Polatsek:

The following is our final report (SD-0213-05) on the audit of the Kiryas Joel Village Union
Free School District’s race to the top data for the period July 1, 2011 through June 30, 2012. The
audit was conducted pursuant to Section 305 of the Education Law in pursuit of Goal #5 of the
Board of Regents/State Education Department Strategic Plan: “Resources under our care will be
used or maintained in the pubilc interest.”

Ninety days from the issuance of this report, District officials will be asked to submit a
report on actions taken as a result of this audit. This required report will be in the format of a
recommendation implementation plan and it must specifically address what actions have been taken
on each recommendation.

| appreciate the cooperation and courtesies extended to the staff during the review.

e 4

James A. Conway

Sincerely,

Enclosure

c: B. Berlin, S. Cates-Williams, K. Slentz, K. Wagner, D. Juron, E. Vosburgh, J. Delaney, C.
Szuberla, J. Conroy, A. Timoney (DOB), J. Dougherty (OSC), J. Kamensky, J. Petlin
(Superintendent), J. Pennoyer (Interim DS Orange-Ulster BOCES)



Executive Summary

Background and Scope of the Audit

The Race to the Top (RTTT) is $3.4 billion competitive federal grant program, the largest ever
offered by the U.S. Department of Education. New York State is one of only four states eligible
for the largest grants — up to $700 million. It presents a unique opportunity for the State to build
on the unrivalled experience and talents of educators across New York to accomplish the work
necessary to fulfill the Regents’ vision. The RTTT is designed to reward states that are creating
conditions for education innovation and reform and are achieving significant improvement in
student outcomes including making substantial gains in student achievement, closing
achievement gaps, improving high school graduation rates, ensuring student preparation for
success in college and careers; and implementing ambitious plans in four core education reform
areas:

e Adopting standards and assessments that prepare students to succeed in college and the
workplace and to compete in the global economy;

e Building data systems that measure student growth and success, and inform teachers and
principals about how they can improve instruction;

e Recruiting, developing, rewarding, and retaining effective teachers and principals, especially
where they are needed most; and

e Turning around our lowest-achieving schools.

The Office of Audit Services conducted an audit of the Kiryas Joel Village Union Free School
District’s (Kiryas Joel) use of federal RTTT funds. We examined financial records and
documentation to substantiate $253,203 claimed in expenditures for the period July 1, 2011
through June 30, 2012. Our objectives were to verify the allowability and accuracy of amounts
reported in the Final Expenditure Report in the American Recovery and Reinvestment Act
(ARRA) Reporting System, and to assess compliance with pertinent federal requirements for the
use of these funds.

Audit Results

We found that almost all of the expenditures claimed were allowable and Kiryas Joel was in
compliance with the federal requirements. We did find the following minor exceptions:

e Kiryas Joel charged the grant $217 for conferences held by the Network Team Institute (NTI)
when this was not permitted according to guidance issued by the State Education Department
(Department);

e Three expenditures were made without the use of purchase orders; and

e Kiryas Joel did not submit a 1512 quarterly report for the period ending December 31, 2011.

Comments of Kiryas Joel Officials

Kiryas Joel officials’ generally agreed with the findings. Their comments are included in this
report as Appendix B.
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Introduction

Background

The Race to the Top (RTTT) is $3.4 billion competitive federal
grant program, the largest ever offered by the U.S. Department
of Education. New York State is one of only four states eligible
for the largest grants — up to $700 million. It presents a unique
opportunity for the State to build on the unrivalled experience
and talents of educators across New York to accomplish the
work necessary to fulfill the Regents’ vision. RTTT is designed
to reward states that are creating conditions for education
innovation and reform and are achieving significant
improvement in student outcomes including making substantial
gains in student achievement, closing achievement gaps,
improving high school graduation rates, ensuring student
preparation for success in college and careers; and
implementing ambitious plans in four core education reform
areas:

e Adopting standards and assessments that prepare students
to succeed in college and the workplace and to compete in
the global economy;

e Building data systems that measure student growth and
success, and inform teachers and principals about how they
can improve instruction;

e Recruiting, developing, rewarding, and retaining effective
teachers and principals, especially where they are needed
most; and

e Turning around our lowest-achieving schools.

Objectives, Scope, and Methodology

The Office of Audit Services conducted an audit of the Kiryas
Joel Village Union School District’s (Kiryas Joel) use of
federal RTTT funds. We examined financial records and
documentation to substantiate $253,203 claimed in
expenditures for the period July 1, 2011 through June 30, 2012.
Our objectives were to:

e verify the allowability and accuracy of amounts reported in
the Final Expenditure Report in the American Recovery
and Reinvestment Act (ARRA) Reporting System; and

e assess compliance with pertinent federal requirements for
the use of these funds.




To accomplish our objectives, we reviewed applicable laws,
regulations, policies and procedures; interviewed District and
State Education Department (Department) management and
staff; and examined records and supporting documentation.

The audit was conducted in accordance with Government
Auditing Standards issued by the Comptroller General of the
United States. An audit includes examining, on a test basis,
evidence supporting transactions recorded in the accounting
and operational records and applying other procedures
considered necessary. It also includes assessing the estimates,
judgments, and decisions made by management. We believe
that the audit provides a reasonable basis for our findings,
conclusions, and recommendations.

Comments of Kiryas Joel Officials

Kiryas Joel officials’ generally agreed with the findings. Their
comments are included in this report as Appendix B.




Expenditure Allowability

Allowability

The Office of Management and Budget’s Circular A-87
requires that to be allowable under federal grant awards, costs
must be necessary and reasonable; consistent with policies,
regulations, and procedures that apply to the award; accorded
with consistent treatment; and be adequately documented.

For RTTT, school districts submit an online budget to the
Department prior to the beginning of the grant period. The
online budget delineates the anticipated costs by specific
itemization of proposed project expenditures and ensures that
expenditures have the prior approval of the Department. Once
the grant period has ended, school districts file a Final
Expenditure Report with the Department to receive funds for
expenditures claimed. Most Kiryas Joel expenditures were
allowable and supported except for certain registration fees.

Guidance issued by the Department for reimbursement of
Network Team Institute (NTI) costs for professional
development states that no federal ARRA RTTT funds may be
used to pay for the registration fee as a portion will be applied
towards the cost of food.

We examined all 14 other than personal services (OTPS)
expenditures amounting to $34,631, to ensure that they were
accurate, allowable, and approved as part of the budget. We
found that Kiryas Joel had sufficient controls over the grant
claiming process. However, Kiryas Joel claimed $217 in
expenditures that should not have been reimbursed through
RTTT because they were for NTI conference fees, which were
not allowable. A breakdown of the claimed amount is as
follows:

e $80 was claimed for a NTI conference held on November
2,2011; and

e $137 was claimed for another NTI conference held on June
5-7, 2012.




Recommendation

1. Contact the Department’s Grants Management Office for
instructions, reference this report, and submit a revised
Final Expenditure Report through the ARRA online
management portal reflecting a reduction of $217 for
disallowed costs for RTTT. Grants Finance will send Form
FS-80, Notice of Overpayment to your District confirming
the amount overpaid, and provide remittance instructions.




Internal Controls

Districts purchase thousands of products and services each
year. A district's purchasing process should be designed to
obtain maximum value for each dollar spent on equipment,
supplies, and contracted services.  Strong controls are
necessary so that purchases result in securing goods and
services in the right quantity; at the right time and for the right
price; and to ensure that purchases are made in compliance
with the law and district policy. All purchases should be
necessary, reasonable, and adequately documented. The
District could not provide some purchase orders and we
identified an opportunity to improve its purchasing policy.

Missing Purchase Orders

Recommendations

As part of an effective control system, purchase orders authorize
a vendor to furnish supplies or services as described on the
form. The use of purchase orders helps ensure that budgetary
authority exists and funds are available before making
commitments.

Kiryas Joel expended $7,758 without the use of purchase orders.
A breakdown of these expenditures is as follows:

e onJune 29, 2012, $742 was expended for travel;

e on May 3, 2012, $6,860 was expended for services from
Orange Ulster BOCES; and

e on June 30, 2012, $156 was expended for services from
Orange Ulster BOCES.

Although Kiryas Joel routinely used purchase orders in
procuring goods and services, its purchasing policy does not
require its use.

2. Ensure that expenditures of Kiryas Joel funds are
authorized through properly executed purchase orders
under certain conditions.

3. Strengthen Kiryas Joel’s purchasing policy by adding
requirements that purchase orders be used to encumber
funds when certain conditions exist.




1512 Reporting

Recommendation

ARRA provided a new level of transparency into the spending
of federal funds via the required Section 1512 Quarterly
Reporting by recipients regarding ARRA awards, spending,
and job creation. The federal government compiles and posts
this data on its website: www.recovery.gov. The posted data
include the detailed jobs narratives provided by each State on
jobs created with ARRA funds.

New York State compiles ARRA data from each of its sub
recipients of ARRA awards and submits it to the federal
government. Under Section 1512 of ARRA, recipients of
ARRA funds must submit a quarterly report that describes,
among other things, how the entity used those funds, including
the estimate of the number of jobs created and the number of
jobs retained.

For the period ending December 31, 2011, Kiryas Joel did not
submit a quarterly report for its RTTT grant.

4. Ensure that Kiryas Joel submits a quarterly report for each
quarter as required under Section 1512.



http://www.recovery.gov/
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KIRYAS JOEL UNION FREE SCHOOL DISTRICT

48 Bakertown Road Suite 401« Monroe, NY 10950 - (845) 782-2300 / Fax (B45) 782-4176

JOEL PETLIN BOARD OF EDUCATION:
Superintendent of Schools
ABRAHAM WIEDER
SHAYE WERCBERGER President Emenitus
District Treasurer
HARRY POLATSEK
JOSHUA KAMENSKY Board President
Deputy Superintendent
SIMON KEPECS
Vice President
HERMAN GROSS
May 10, 2013 Secretary
MOSES HIRSCH
MOSES NEUMAN

James A. Conway, Director
Office of Audit Services
NY State Education Department
89 Washington Avenue, Rm 524 EBA
Albany, NY 12234
Re: RTTT Audit
SD-0213-05
Dear Mr. Conway,

I am in receipt of your draft audit report for our 2011-12 RTTT Audit dated
May 2, 2013. The following comments are submitted for your consideration prior to
your issuance of the final audit report.

At the outset, permit me to comment on the fine work done by your on-site
auditors Mr. Patrick Orton and Mr. James Schelker. They were diligent, thorough and
professional in their review of our documents and it was our pleasure to work with
them.

While we generally agree with the draft findings, we wish to bring several
issues to your attention for inclusion in your final audit report.

With regard to Audit Finding #1 (Expenditure Allowability) we agree that food
is not an allowable expense under this grant and we await your instructions as to
filing a revised report and repayment. It must be emphasized, however, that the
Network Team Initiative training conferences held in Albany, were directly related to




James A. Conway
May 10, 2013
Page 2

the grant and the funds were paid for “registration” (which included food). These
conferences were arranged by the NY State Education Department and attendance
was mandatory.

At most conferences, the main purpose of the registration fee is to cover the
cost of materials, conference space and presenter expenses. Refreshments are usually
a minor component of the registration fee. In this situation, since food was not broken
out from the registration as a separate expense, it was found to be unallowable under
the grant, even though it may have only represented a fraction of the actual
registration expense. This I believe is unfair and could have been remedied by SED
by having a separate registration fee and a separate food charge. The food charge
could have been optional and could clearly have been designated as not reimbursable
from the grant (though payable through other District funds, based upon local policy).

It should also be noted that this non-allowable expense of $217 represents
.000857% of the total RTTT grant for the audited year ($253,203).

Audit Finding #2 (Internal Controls) refers to three (3) expenses that were
made without a purchase order. In order to fully understand this issue, and provide
context, permit me to explain the background. Like hundreds of other New York
State school districts, Kiryas Joel utilizes the Wincap accounting software program
for its business office functions. The Wincap system is programmed to permit the
Accounts Payable Clerk to print checks without purchase orders because that
individual is responsible for making two types of payments. The first type of
payment, for “expenses” of the district, are processed and reviewed by the internal
claims auditor before the checks are printed and signed by the Treasurer and School
Board President. These payments are made using a purchase order which is generated
after electronic approvals by at least five levels of staff.

The second type of payment is from “general ledger accounts”. This payment
is not an expense to the District because they are, in effect, merely a transfer of
money held for an individual (such as payments to the retirement system from the
Trust and Agency account). These payments should not be processed through a
purchase order.

Wincap does not divide the payment authorization function between these two
types of payments. It is therefore the responsibility of the Internal Claims Auditor to
insure that the payments are appropriate and that funds are available for this purpose.




James A. Conway
May 10, 2013
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Though it was an oversight to process payments for a travel reimbursement and
BOCES expenses without the use of purchase orders, it must be noted that our
internal control system did insure that the payments were appropriate and chargeable
to the grant. In this case, our claims auditor reviewed and initialed the bills,
authorizing the printing of the check, which was then signed by our Treasurer and
Board President.

While I am not suggesting that purchase orders should not be a part of our
internal control system, I do want to emphasize, and your auditors can confirm, that
these payments were necessary, reasonable and allowable under the RTTT grant. It
should also be noted that we contacted Wincap and asked them to divide the payables
function so that in the future, expense payments could only be processed though a
purchase order. Wincap has committed to work with their programmers to correct this
and will distribute this revision to all their districts in a software update. Until that
time, our new internal claims auditor will require that purchase orders be used for all
expense payments, and our purchasing policy will be updated accordingly.

The third and final finding relates to our non-filing of one quarterly report. We
are aware that 17% of grantee school districts failed to timely file their third quarter
report. In our case, this was a clerical oversight which has not since been repeated.
We will continue to be diligent in compliance with the RTTT reporting requirements.

Thank you for giving me the opportunity to have our comments included in
your preparation for the final audit report and I thank you for your consideration.

Sincerely,

Joel Petlin
Superintendent

Cc: Board of Education
Shaye Wercberger
Josh Kamensky
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