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	State of California
	Department of Education

	last minute MEMORANDUM


	Date:
	May 11, 2005


	TO:
	Members, STATE BOARD of EDucation


	FROM:
	Dr. William J. Ellerbee, Jr., Deputy Superintendent

School and District Operations 


	RE:
	Item No. 29


	SUBJECT:
	New West Charter Middle School: Audit Findings; Notice to Cure Letter; Further Audit(s); Compliance with Previous State Board Actions; and Material Amendments to the Charter.


	The State Board of Education agenda item on New West Charter Middle School discussed many audit findings and recommendations that originated from both the school’s annual independent financial audit and California Department of Education’s (CDE) Audits and Investigations Division’s limited scope audit. This last minute memorandum is to provide a draft Notice to Cure letter or face revocation if the school does not correct findings and implement recommendations from the audits. CDE staff recommends the SBE send the attached letter to New West Charter Middle School.

Attachment 1:
Draft Notice to Cure Letter (4 Pages)


May 13, 2005

Sharon Weir, Ed.D., Director/Principal

New West Charter Middle School

11625 Pico Blvd.

Los Angeles, CA  90064

Members of the Governance Council

New West Charter Middle School

11625 Pico Blvd.

Los Angeles, CA 90064

Dear Dr. Weir and Members of the Governance Council:

As you are aware, the State Board of Education (SBE) has reviewed the conclusions and recommendations of the Audits and Investigations Division of the California Department of Education (CDE) based upon its completion of a limited scope review of the New West Charter Middle School’s finances. The SBE has also reviewed the findings and recommendations in the annual financial audit completed by Feddersen & Company, LLP, for the school’s 2003-04 fiscal year. Both audit documents contain findings and conclusions that are of substantial concern to the SBE and must be addressed immediately.

Accordingly, this letter constitutes a formal Notice to Cure or Face Revocation under Education Code (EC) Section 47607(c). This statute provides that: “A charter may be revoked by the authority that granted the charter under this chapter if the authority finds that the charter school did any of the following: (1) Committed a material violation of any of the conditions, standards, or procedures set forth in the charter. (2) Failed to meet or pursue any of the pupil outcomes identified in the charter. (3) Failed to meet generally accepted accounting principles, or engaged in fiscal mismanagement. (4) Violated any provision of law.” 

EC Section 47607(d) further specifies that “prior to revocation, the authority that granted the charter shall notify the charter public school of any violation of this section and give the school a reasonable opportunity to cure the violation, unless the authority determines, in writing, that the violation constitutes a severe and imminent threat to the health or safety of the pupils.”

The SBE is especially concerned that New West Charter Middle School has failed to meet generally accepted accounting principles by not establishing internal controls over the school’s expenditures and engaging in related party transactions. The SBE has received responses from the school to many of the findings and conclusions of the auditors by letter dated April 19, 2005, and by e-mail dated April 25, 2005. The organization chosen to do the audit of New West Charter Middle School will review these responses as part of its overall investigation. In the meantime, this letter is a formal request to provide the following documentation:      

1. Evidence of the maintenance of complete inventory records containing asset descriptions, acquisition dates, useful life, location, serial numbers, cost, and accumulated depreciation.

2. Evidence that the school conducts annual physical inventories of assets and reconciles the inventories to the accounting records.

3. Policy requiring the capitalization of property for accounting purposes when the property has a normal life of at least one year and a per unit cost of at least $1,000, and evidence that accounting staff have been trained on the methods and procedures for the capitalization of the property in the general ledger and record retention procedures.

4. Evidence that bank accounts, credit cards, and debit cards are assigned in the name and address of New West Charter Middle School to avoid the use of personal credit cards, and that the school maintains secure school credit and debit cards to prevent unauthorized or personal purchases.

5. Evidence the school has implemented a process to document purchase requests, approvals, and payment of school expenditures, and that it maintains original invoices to provide an audit trail and support for all school expenditures.

6. Procedures to ensure that all contracts and agreements clearly identify the scope of work to be performed.

7. Evidence of a governing board approval process to ensure that all of New West Charter Middle School’s contracts, loans, and agreements are in the best interest of the school and reflect reasonable market values.

8. Policy requiring the approval from the governing board and proper documentation and execution of the notes for all borrowings over $5,000, and evidence that accounting staff has been trained on methods and procedures for recording borrowings in the general ledger and record retention procedures.

9. Written policies and procedures delineating the governing board selection process to ensure that individuals running for election are not part of the vote tallying process, and evidence that new policies have been implemented.

10. Procedures that require: (1) annual approval by the governing board of all authorized signers and bank accounts; (2) reconciliation of bank statements in a timely manner by someone other than the persons that participate in the receipt and disbursement of cash; (3) preparation of checks to vendors and representatives of the school only from original invoices; and, (4) establishment of a certain threshold dollar amount over which governing board approval and two signatures are required.

11. Evidence of a written conflict of interest policy, which includes full disclosure, abstention from discussion, and abstention from decision-making requirements if a related party transaction exists.

12. Evidence of the installation of a system and implementation of a written policy on procedures and instructions in order to maintain and reconcile the attendance of the school. Evidence that appropriate members of school staff have been cross-trained in the policies and procedures.

13. Revised P-2 for 2004 to report the correct ADA for the fiscal year ending June 30, 2004.

In addition to the documentation requested above, the State Board also directs New West to comply with the State Board’s action at its November 2004 meeting as follows:

· Provide CDE oversight staff with (1) governing board agendas for public meetings of the board 10 days prior to each meeting so that CDE staff may determine if there are any items for discussion that would warrant their attendance at the meeting, and (2) draft minutes of governing board meetings no later than three days after each meeting, with final meeting minutes and all approved governing board resolutions no later than two weeks after each governing board meeting.

· Revise the charter to reflect actions of the SBE, as indicated in the CDE November 2004 SBE agenda item, including changes to extend the charter expiration date, elimination of the high school component, elimination of admission requirements, elimination of new categories of founders, and other technical and conforming changes to the SBE action.

Please be advised that the SBE hereby places New West Charter Middle School on notice of the Board’s intent to revoke the charter if New West Charter Middle School fails to cure the above violations to the satisfaction of the SBE on or before July 1, 2005. Please be advised that there may be additional findings and recommendations once the audit is complete. New West Charter Middle School will be informed of the recommendations and documentation necessary to cure any violations, and a timeline for corrective actions. It is certainly our wish that these issues be resolved before the beginning of the new school year.

I trust New West Charter Middle School will give its prompt attention to this most urgent matter and will provide complete responses to all the issues raised in this letter on or before July 1, 2005. If you have any questions or need clarification regarding this Notice to Cure, please contact Deborah Connelly, Consultant, Charter Schools Division, at (916) 323-2694 or by e-mail at dconnell@cde.ca.gov.

Sincerely,

Ruth Green, President

California State Board of Education

RG:dc

cc:
Greg Moser, Legal Counsel, Foley & Lardner Legal Offices 


Catherine Barkett, Executive Director, California State Board of Education


Karen Steentofte, General Counsel, California State Board of Education


Marta Reyes, Director, Charter Schools Division, CDE


Deborah Connelly, Consultant, Charter Schools Division, CDE
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