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California Department of Education 

Analysis of Evidence Submitted to the State Board of Education by the 

Wisdom Academy for Young Scientists on December 19, 2014, 

in Response to Revocation Issued by the Los Angeles County Office of Education
	Los Angeles County Office of Education Finding 1: Wisdom Academy for Young Scientists failed to meet generally accepted accounting principles, or engaged in fiscal mismanagement, California Education Code Section 47607(c)1(C).

	Los Angeles County Office of Education Concern or Request as Stated in Notice of Violation Issued on

June 3, 2014, Notice of Intent to Revoke Issued on September 23, 2014, and Final Decision to Revoke Issued on 
November 18, 2015 
	Summary of 
Wisdom Academy of Young Scientists’ Response Submitted to the California Department of Education on December 19, 2014
	The California Department of Education Analysis of Wisdom Academy of Young Scientists’ Response

	The Fiscal Crisis and Management Assistance Team (FCMAT) Extraordinary Audit dated March 19, 2014, states the following findings:

Wisdom Academy of Young Scientists (WAYS) lacks effective internal controls.

	The Wisdom Academy of Young Scientists’ (WAYS) Response to the Notice of Violation (NOV) dated July 31, 2014, states the following: 


	The California Department of Education (CDE) provides the following:

	a) Significant material weakness in WAYS’ internal control environment, which increases the probability of fraud (pp. 168–173,

Attachment 5).
	a) WAYS has implemented new policies and procedures and is recruiting new management personnel to strengthen its internal controls (pp. 26–29, Attachment 4).
	a) Independent audits for years 2011, 2012, and 2013 all include significant deficiencies in internal control condition of the organization (WAYSAPPEAL-000467, Attachment 3). The CDE has determined that the cure WAYS proposed, which was to enter into a contract with Celerity Educational Group (CEG) in October 2014, was approved by the Los Angeles County Office of Education (LACOE),

(WAYSAPPEAL-003439 through

WAYSAPPEAL-003443, Attachment 3). However, in November 2014, CEG notified LACOE that they had rescinded the contract with WAYS, stating that WAYS did not comply with the agreed upon conditions for CEG to act as its charter management organization (WAYSAPPEAL-003439 through

WAYSAPPEAL-03447, Attachment 3). Therefore, given that the agreement with CEG was cancelled by CEG, the CDE maintains that the cure to remedy is insufficient.
Based on evidence presented to FCMAT, there is sufficient documentation to demonstrate that fraud, mismanagement, and misappropriation of WAYS’ funds and assets may have occurred. There exists a significant material weakness in WAYS’ internal control environment, which increases the probability of fraud and/or abuse

(WAYSAPPEAL-000501, Attachment 3).

Recent WAYS board minutes document that when board members expressed the need to review and approve certain financial transactions or asked for the back office provider to present the financial statements during open board meetings, WAYS management repeatedly ignored requests and in some cases, WAYS management canceled board meetings (WAYSAPPEAL-001034, WAYSAPPEAL-001362 through 
WAYSAPPEAL-001364, WAYSAPPEAL-001378, WAYSAPPEAL-0001385, and WAYSAPPEAL-001616 through

WAYSAPPEAL-001618, Attachment 3).
These findings should be of great concern to the WAYS governing board and the LACOE governing board and require immediate intervention to limit the risk of fraud and/or misappropriation of assets in the future (WAYSAPPEAL-000501 through 

WAYSAPPEAL-000502, Attachment 3).


	b) Failure to implement several adopted fiscal policies and procedures (pp. 168–173,

Attachment 5).
	b) LACOE staff and the FCMAT report both misrepresent the auditor’s findings in the WAYS’ annual audits

(pp. 29–30,

Attachment 4).

	b) FCMAT’s findings are consistent with the independent auditor’s report for WAYS for the 
Fiscal Years (FYs) ending 
June 30, 2012, and 
June 30, 2013. Both FCMAT and independent auditors find that WAYS has significant internal control conditions and has failed to ensure that adequate internal controls are in place (WAYSAPPEAL-000487 through

WAYSAPPEAL-000489, Attachment 3).



	c) WAYS executive management team failed to obtain contracts, failed to obtain authorized signatures prior to entering into contracts, failed to obtain governing board approval for contracts, and failed to ensure that documents are safeguarded 

(pp. 168–173,

Attachment 5).

	c) LACOE staff and the FCMAT report both misrepresent the auditor’s findings in the WAYS’ annual audits 
(pp. 29–30, 
Attachment 4).
	c) The FCMAT team interviewed the WAYS back office provider on November 25, 2013. The back office provider claimed there were repeated requests to WAYS management to provide approved 
OSE [sic] purchase orders and packing slips in accordance with the back office provider’s procedures manual. WAYS management failed to comply with these requests and failed to provide the requested documents (WAYSAPPEAL-000480, Attachment 3). The FCMAT findings are consistent with the independent auditor’s reports for WAYS for the FYs ending June 2012 and June 2013. 
Both FCMAT and independent auditors find that WAYS has significant internal control conditions and has failed to ensure that adequate internal controls are in place (WAYSAPPEAL-000487 through 
WAYSAPPEAL-000489, Attachment 3).
The facility leasehold agreement for 2013–14 and the sale of a 2011 Lexus RX350 vehicle used by the Director of Operations, Jason Okonkwo, were not approved by the WAYS governing board until February 3, 2014, seven months into the FY. It was after the auditor’s report that the facility leasehold agreements for 2013–14, and the sale of the Lexus were approved (WAYSAPPEAL-000773 through

WAYSAPPEAL -001192,

Attachment 3).
A summary of related and irregular transactions support the conclusion that these transactions represent significant influence that the WAYS founder/former Executive Director, family of the founder, and close associates had over the financial decisions that personally benefitted them. The lack of documentation to support transactions through board approval and records created the perception of fraud, misappropriation of assets, and possible criminal activity. There is little evidence of responsible governance by the board and clearly a lack of fiscal accountability by the administration. The governing board failed and often was prevented from exercising its ability to maintain its responsibilities, authority, and control (WAYSAPPEAL-000500, Attachment 3). 


	d) Integral relationship exists between appointed board members and related family members and business associates 

(pp. 174–203,

Attachment 5).

	d) There are no Conflict of Interest Violations at WAYS 
(p. 30, Attachment 4).
	d) The FCMAT report establishes that a business relationship exists between the founder/former Executive Director and the WAYS schools as evidenced by contracts, lease agreements, and other related businesses as vendors. There is conclusive documentation to support that the founder/former Executive Director and her family members as well as close business associates have significant personal involvement and financial interest, violating the conflict of interest statutes (WAYSAPPEAL-000473, Attachment 3).

After reviewing 137 detailed transactions of the 20 vendors selected for detailed review, 6 vendors fit the profile of related parties and/or were business entities that received payments from WAYS for goods or services. These related parties and vendors include:

· OSE [sic] Business Services, operated by Obiesie Enwezor; and

· Geoffrey Okonkwo, husband of WAYS founder/Executive Director, Kendra Okonkwo, and father of Jason Okonkwo, WAYS Director of Operations, and Deara Okonkwo, WAYS Vice Principal, owner of the DeDe Dance Studio, and owner of Innovative WAYS Academy private middle school
(WAYSAPPEAL-000463 and 

WAYSAPPEAL-000751, Attachment 3). 
Additionally, the charter petition for WAYS contains a conflict of interest policy that was approved by LACOE, as a condition of approval, which states that Kendra Okonkwo, Executive Director of WAYS, was to be removed to eliminate the said conflict (p. 175, Attachment 5). However, WAYS’ board minutes, audio recordings of board meetings, and observations by LACOE staff reveal instances of the former Executive Director to be present and seated at the WAYS board table during discussions regarding facility leasehold agreements for her property. At the September 16, 2011, WAYS Board meeting, subsequent to Kendra Okonkwo’s April 2011 dismissal by the WAYS Board, the former Executive Director was present at this board meeting and seated at the board table during the discussion of the relocation of WAYS to a Los Angeles Unified School District Proposition 39 property not owned by Kendra Okonkwo
(WAYSAPPEAL-000475, Attachment 3) and (p. 30, Attachment 4).
Subsequent to her dismissal in April 2011, Kendra Okonkwo, former Executive Director, submitted a California Public Records Act to LACOE on 
September 27, 2011, for the WAYS approved charter 
(WAYSAPPEAL-001848, Attachment 3). LACOE provides additional response in a letter dated October 14, 2011, (WAYSAPPEAL-001149, Attachment 3).


	e) Independent audit findings unaddressed by management and the governing board 

(pp. 169–173,

Attachment 5).

	e) LACOE staff and the FCMAT report both misrepresent the auditor’s findings in the WAYS’ annual audits
(pp. 29–30, 
Attachment 4).
	e) WAYS independent audit states that management failed to implement corrections to findings in 2011–2012, (WAYSAPPEAL-000650, Attachment 3).
The FCMAT findings are consistent with the independent auditor’s reports for WAYS for the FYs ending June 2012 and June 2013. Both FCMAT and independent auditors find that WAYS has significant internal control conditions and has failed to ensure that adequate internal controls are in place (WAYSAPPEAL-000487 through 
WAYSAPPEAL-000489, Attachment 3).


	f) 2012 Independent Audit contains findings in the following areas: bank reconciliations, account receivable reconciliation, recording transactions without complete supporting documentation, payroll expense reconciliation, and written asset capitalization policy

(pp. 169–173,

Attachment 5).

	f) LACOE staff and the FCMAT report both misrepresent the auditor’s findings in the WAYS’ annual audits

(pp. 29–30,

Attachment 4).

	f) The FCMAT findings are consistent with the independent auditor’s reports for WAYS for the FYs ending June 2012 and June 2013. 
Both FCMAT and independent auditors find that WAYS has significant internal control conditions and has failed to ensure that adequate internal controls are in place (WAYSAPPEAL-000487 through 
WAYSAPPEAL-000489, Attachment 3).


	g) 2013 Independent Audit contains findings in the following areas: bank reconciliations, payroll expense reconciliation, 

year-end accruals and closing process, payroll documentation, capital assets, credit card supporting documentation, beginning net assets, and federal award findings (pp. 169-173,

Attachment 5).

	g) LACOE staff and the FCMAT report both misrepresent the auditor’s findings in the WAYS’ annual audits

(pp. 29–30,

Attachment 4).
	g) Included in the Administrative Record is a list of findings providing evidence that WAYS failed to fully remedy findings in the 2013 Independent Audit (WAYSAPPEAL-003358 through 

WAYSAPPEAL-003359, Attachment 3).

	FCMAT Extraordinary Audit dated March 19, 2014, contains the following findings:

WAYS engaged in related party transactions and violated conflict of interest statutes.

	WAYS’ Response to NOV dated July 31, 2014, states the following:
	The CDE provides the following:

	a) Transactions involving the founder and former Executive Director stated in lease agreement, settlement agreement, and employment lawsuit (pp. 178-181,
Attachment 5).
	a) There are no Conflict of Interest Violations at WAYS (pp. 30–32, Attachment 4).
	a) WAYS states, that Kendra Okonkwo has not been involved with WAYS or been on the board of directors since April 2011.
However, WAYS board minutes, audio recordings of board meetings, and observations by LACOE reveal instances of the former Executive Director to be present and seated at the board table during discussions regarding facility leasehold agreements for Kendra Okonkwo’s property. At the September 16, 2011, WAYS Board meeting, after Kendra Okonkwo’s April 2011 dismissal by the WAYS Board the former Executive Director was present and seated at the board table during the discussion of the relocation of WAYS to a Los Angeles Unified School District Proposition 39 property not owned by Kendra Okonkwo (p. 30, Attachment 4) and (WAYSAPPEAL-000475, and 
WAYSAPPEAL-000472, Attachment 3).



	b) Transactions involving the Director of Operations/On-Site Financial Manager stated in procurement and purchases with OSE [sic] Business Services, payments to DeDe Dance Studio, and additional related party transactions

(pp. 181–190, Attachment 5).


	b) The former Executive Director, Kendra Okonkwo, has not been employed at the school since April 30, 2011, and therefore cannot have a conflict of interest in WAYS transactions 

(p. 30, Attachment 4).
The contract with 
OSE [sic] Business Services was never a conflict of interest under any California law and was consistent with WAYS’ fiscal policies
(p. 32, Attachment 4).
DeDe Dance Studio is a nonprofit corporation that has zero paid employees and utilizes volunteers to provide dance classes for WAYS students; by definition, this is not a conflict of interest (p. 34, Attachment 4).
WAYS acquired the van referred to in the NOV by donation and did not pay anything in exchange; by definition, this is not a conflict of interest”

(p. 35, Attachment 4).

	b) The CDE provides that this response by WAYS does not address the transactions of the Director of Operations, Jason Okonkwo, but rather restates that the former Executive Director, Kendra Okonkwo, has not been employed by WAYS since April 2011.
The FCMAT report provides substantial evidence regarding related parties and the owner of OSE [sic], Obiesie Enwezor, (WAYSAPPEAL-000491 through 
WAYSAPPEAL-000495, Attachment 3).
Each invoice that 
OSE [sic] issued to WAYS includes a total charge at the bottom of each invoice for sales tax on the inventory items purchased providing evidence that WAYS is purchasing directly from OSE [sic]. According to the OSE [sic] e-mail dated 
December 16, 2013, the owner, Obiesie Enwezor, states that OSE [sic] does not buy or resell and clarified that OSE [sic] is not a resale company or store but rather that OSE [sic] is a service provider and coordinates purchasing and delivery services to various agencies (WAYSAPPEAL-000483, Attachment 3). However, the owner’s statement that OSE [sic] is a service provider and is not in the resale business is not supported by the presentation of the paid invoices from WAYS to OSE [sic]. These invoices include charges for California sales taxes which would occur if the business was reselling products. Additionally, none of the invoices state that the amount due is for consulting, service or coordination fees as described in the owner’s statement. In January 2014, FCMAT requested a meeting with the owner of OSE [sic] to clarify the OSE [sic] owner’s assertion that the business was not a resale business, review records related to invoices sent to WAYS, and to general questions regarding suppliers that were utilized to provide merchandise. The owner of OSE [sic] refused to meet with FCMAT (WAYSAPPEAL-000483 through 
WAYSAPPEAL-000484, Attachment 3).
During the 2011–12 and 2012–13 FYs, WAYS received 20 invoices that were authorized for payment by both the WAYS Director of Operations and the WAYS Executive Director. These invoices present several irregularities including but not limited to:

· invoices not accompanied by packing slips identifying the shipping contents and quantities
· lack of proper authorization to purchase and/or accept OSE [sic] merchandise that would authenticate the supplies were shipped by 
OSE [sic] to WAYS
· failure to identify a ship to or delivery address
(WAYSAPPEAL-000480, Attachment 3).
In December 2012, FCMAT made an inquiry to the WAYS Director of Operations, Jason Okonkwo (with copy to Executive Director), to verify the 6709 La Tijera Blvd., Suite 274, Los Angeles, CA 90045 is the same address as Innovative WAYS Academy (IWA) (a private middle school owned by Deara Okonkwo), and OSE [sic] Business Services. WAYS management did not provide the requested supporting documentation other than to provide invoices from OSE [sic].
To corroborate the $158,870 in materials and supplies purchase from OSE [sic] and concerns that OSE [sic] represented an undisclosed related-party, FCMAT requested documentation to verify a legitimate business address and a warehouse facility. One month after this request, the Director of Operations provided the phone number and 
e-mail address for OSE [sic] but failed to provide the physical address (WAYSAPPEAL-000481 through 
WAYAAPPEAL-000482, Attachment 3).
Additionally, OSE [sic] was not registered with the Internal Revenue Service or the State Franchise Tax Board at the time WAYS made purchases from OSE [sic]. WAYS did not issue a Form 1099 or a W-9 to OSE [sic] as required by law and there is no evidence that the WAYS Board approved OSE [sic] as a vendor and the purchases that were not initiated by a purchase order (WAYSAPPEAL-000482, Attachment 3).
The OSE [sic] address printed on the OSE [sic] invoices is identified as the mailing address of IWA. The Chief Executive Officer of IWA is the founder of DeDe Dance Studio, the Vice Principal of WAYS, the daughter of the former Executive Director, and the sister of the Director of Operations at WAYS (p. 14, Attachment 5).
The FCMAT report provides evidence that the two vendors, Godfrey Okonkwo and Emeka Enwezor, were identified as each receiving $4,800 for leasing a van to WAYS. The FCMAT report provides check numbers, check amounts, and dates of these checks to Godfrey Okonkwo and Emeka Enwezor. The WAYS Executive Director replied to FCMAT’s inquiry regarding this lease stating he was unable to locate a signed copy of the Van Lease Agreement from 2011–12 stating that due to turn-over in the Board and WAYS administration, he suspected that the signed lease agreement and Board documentation, if any, may be within those lost documents. The WAYS back office provider had been requesting the Van Lease Agreement supporting documentation from WAYS since December 2011. Approximately, two years later, the executive team of WAYS failed to provide signed copies of the van lease (WAYSAPPEAL-000490, Attachment 3). There is an unsigned Vehicle Donation Letter, dated December 31, 2012, from Donor, Emeka Enwezor, to Merle Williamson Foundation, for the donation of a 1994 Ford E-350 white passenger van with a value stated as $4,800

(WAYSAPPEAL-001119, Attachment 3).


	FCMAT Extraordinary Audit dated March 19, 2014, contains the following findings:

WAYS violated provisions of laws.
	WAYS’ Response to NOV dated July 31, 2014, states following:
	The CDE provides the following:

	a) Independent audits conducted in 2012 and 2013 indicate violations of the following laws:
late submission of independent audits and failure to comply with state requirements of the After School Education and Safety (ASES) program
(pp. 169–173, Attachment 5). 

	a) WAYS did not violate the law in the submission of its 2012 and 2013 independent audit reports and has cured the immaterial issues identified by the WAYS auditor in its attendance tracking for the ASES program (p. 35, Attachment 4). 


	a) ASES Program sign out sheets did not include time student was released for 827 out of 896 days tested. WAYS used an indirect cost rate of 5.26 percent which exceeds the allowable 5 percent (WAYSAPPEAL-001013 through

WAYSAPPEAL-0014, Attachment 3).

During the FCMAT interview with the WAYS vice principal on November 15, 2013, Deara Okonkwo, owner of DeDe Dance Studio stated that DeDe Dance Studio provided the after school program dance program that was paid from the ASES program funds and that 10 volunteers are present for those dance activities. FCMAT observed postings in the dance studio indicating that the studio has a check payment policy for payments and nonsufficient funds checks. The DeDe Dance Studio identifies its business location as the WAYS school site. However, the FCMAT team was unable to determine that any offsetting rent for the facility was paid for by the dance studio to 

(WAYS WAYSAPPEAL-000751, Attachment 3).

Thirteen percent of the WAYS vice principal’s salary is paid for by the ASES funding (WAYSAPPEAL-002683, Attachment 3).




	Los Angeles County Office of Education Finding 2: Wisdom Academy for Young Scientists committed a material violation of …the conditions, standards, or procedures set forth in the charter. California Education Code Section 47607(c)(1)(A) 

	Los Angeles County Office of Education Concern or Request as Stated in Notice of Violation Issued on

June 3, 2014, Notice of Intent to Revoke Issued on September 23, 2014, and Final Decision to Revoke Issued on 

November 18, 2015 
	Summary of 
Wisdom Academy of Young Scientists’ Response Submitted to the California Department of Education on December 19, 2014
	The California Department of Education Analysis of Wisdom Academy of Young Scientists’ Response

	The FCMAT Extraordinary Audit dated March 19, 2014, states the following findings:
WAYS governing board failed to exercise fiscal and institutional control. 


	WAYS’ Response to NOV dated July 31, 2014, states following: 


	The CDE provides the following:

	a) Concerns of governance by the WAYS Board are provided as the following: failure to provide adequate fiscal oversight, failure to establish and approve policies prior to implementation, failure to hold monthly meetings, failure to follow its bylaws, failure to follow the Brown Act, failure to provide proper oversight of Executive Director and Director of Operations/On-Site Financial Manager, failure to conduct performance evaluations, and failure to provide annual report to WAYS Board

(pp. 168–173,

Attachment 5).


	a) The WAYS Board provided effective governance of the school in compliance with WAYS’ authorized charter (p. 36, Attachment 4).


	a) After reviewing all the materials submitted by both WAYS and LACOE, the CDE finds that the records of the grounds for revocation were substantial in that the Administrative Record as a whole demonstrates substantial evidence in support of the revocation.


	
	b) WAYS lists the following: charter does not require formation of a finance committee, the WAYS Board has adopted comprehensive financial policies and procedures, the WAYS Board has maintained effective oversight of financial affairs, the WAYS Board oversees annual budget and provides approval, the WAYS Board did not authorize any improper expenditures of school funds, the WAYS Board approved school policies, and the WAYS Board holds meetings almost every month (p. 36–41,
Attachment 4).

	b) Element 5 and Element 9, of the WAYS petition submitted to LACOE specifies a School Board Finance Committee and outlines its responsibilities (WAYSAPPEAL-003645 and 
WAYSAPPEAL-003369, Attachment 3).
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