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	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.
	 FORMCHECKBOX 

	Action

	
	 FORMCHECKBOX 

	Information

	
	 FORMCHECKBOX 

	Public Hearing

	RECOMMENDATION

	The California Department of Education (CDE) recommends that the State Board of Education (SBE): 

(1) Direct the Executive Director of the State Board of Education (SBE) to send a Notice to Cure letter to the New West Charter Middle School requiring the school to provide documentation on the resolution of audit findings;

(2) Direct the school to submit required documentation regarding meetings of the school’s governing board; 

(3) Direct the CDE to work with the Department of Finance to initiate an audit; and

(4) Determine whether the expansion of the class of founders requires an amendment to the charter.

	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION

	The SBE originally approved the charter petition for New West in December 2001, after it was denied by the Los Angeles Unified School District. The school had difficulties securing a facility and working out SELPA arrangements, and, therefore, delayed opening for one year. The school opened in the fall of 2003.

In March 2004, it came to the California Department of Education’s (CDE) attention that the New West Governing Board had passed resolutions making material changes to the charter without consultation with either the CDE or the SBE. CDE staff directed New West not to implement any of those changes until the SBE had reviewed and approved such changes. At the same time the governing board was acting to make material changes to the charter, a number of allegations of fiscal and governing board selection irregularities were brought to the attention of CDE staff. 

The issues described above were brought to the attention of the SBE at its November 2004 meeting. At that meeting the SBE acted to approve most all of the CDE staff recommendations with the exception of the elimination of founders as a class of membership on the governing board. One of the conditions of extending the expiration date for the charter by one year was that New West agree to a limited scope audit to be conducted by CDE’s Audits and Investigations Division.

  

	SUMMARY OF KEY ISSUES

	Audit Recommendations and Observations

The Audits and Investigations Division conducted its audit of the period July 1, 2003, through June 30, 2004, during December 2004 and January 2005. The Division produced a series of observations and recommendations related to weak internal controls and related party transactions, which are included as Attachment 1. During the same period of CDE’s limited scope review, the school’s annual independent financial audit was submitted to CDE as required by statute. The independent audit cited a number of findings and recommendations similar to the CDE audit. 

CDE staff believes that the findings and observations from both auditors raise serious concerns about the school’s ability to govern itself in a financially responsible manner, and therefore, request the SBE to (1) direct its Executive Director to send a Notice to Cure letter to the school directing it to implement the recommendations contained in both audit reports by September 1, 2005, and (2) direct the CDE to work with the Department of Finance to initiate an audit. The Notice to Cure letter is a first step in a progressive process that may result in a CDE staff recommendation to not renew the New West charter or to revoke it. Specific findings/observations requiring corrective action are as follows:

Inadequate internal controls over purchasing and inadequate segregation of duties among staff for significant accounting processes 

Implement written policies and procedures that will ensure significant accounting duties such as cash receipts, disbursements, and purchasing are separated among staff to safeguard the school’s assets. No individual should have the sole authority to initiate, approve, and issue payment for school expenditures. 

Inadequate controls over assets and no fixed asset program

1. Maintain complete inventory records containing asset descriptions, acquisition dates, useful life, location, serial numbers, cost, and accumulated depreciation. Conduct annual physical inventories of assets and reconcile the inventories to the accounting records.

2. Implement 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. Train accounting staff on the methods and procedures for the capitalization of the property in the general ledger and record retention procedures.

Inadequate securing of debit cards to prevent unauthorized or personal purchases

Assign bank accounts, credit cards, and debit cards in the name and address of New West to avoid the use of personal credit cards. Secure school credit and debit cards to prevent unauthorized or personal purchases.

Inadequate documentation and audit trail to ensure expenditures are related and necessary to the school

Implement a process to document purchase requests, approvals, and payment of school expenditures. Maintain original invoices to provide an audit trail and support for all school expenditures.

Little or no internal controls over contracting

Develop procedures to ensure that all contracts and agreements clearly identify the scope of work to be performed. Institute a governing board approval process to ensure that all of New West’s contracts, loans, and agreements are in the best interest of the school and reflect reasonable market values.

Insufficient arms length on loan transactions 

Implement a policy requiring the approval from the governing board and proper documentation and execution of the notes for all borrowings over $5,000. Train accounting staff on methods and procedures for recording borrowings in the general ledger and record retention procedures. 

Integrity of ballot tallying for election of initial governing board members not ensured 

Develop and implement 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.

Inadequate internal controls over bank accounts 

Develop 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.

Improper business transactions involving related party contracting agreements and arrangements

Implement 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.

Discrepancies between daily attendance sheets and actual ADA amounts reported to CDE

Install a system and implement the written policy on procedures and instructions in order to maintain and reconcile the attendance of the school. Cross-train appropriate members of school staff in policies and procedures. File a Revised P-2 for 2004 to report the correct ADA for the fiscal year ending June 30, 2004.

Non Compliance with Previous State Board Actions

The SBE, at its November 2004 meeting, took action to approve the CDE staff recommendations with the exception of the recommendation to eliminate founders as a class of membership on the New West governing board, and as a condition of extending the charter’s expiration date, required New West to comply with specified conditions. To date, New West has not complied with a number of those conditions and CDE staff recommends that New West be directed in the Notice to Cure letter to do the following:

· 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 3 days after each meeting, with final meeting minutes and all approved governing board resolutions no later than 2 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.

Change to Charter to Add New Founders for Admissions Preference

The New West governing board passed a resolution in January 2005, changing the eligibility date from September 7, 2002, to September 8, 2004, by which those who fulfilled certain requirements could be considered as founders for admissions preferences. The governing board resolution also states that changing the date for eligibility for founder status does not constitute a material change to the charter. 

The first issue for SBE decision is whether or not this change to the charter represents a material change, and must therefore have SBE approval before New West can implement it. CDE staff does believe this is a material change to the charter and request the SBE treat it as such.

The issue of founders and what percentage of the school’s preferential admissions could be based on founder status was an issue when the original petition came before the SBE in 2001. At that time, the school had proposed that 25 percent of its admissions be based on preferential founder status. The SBE approved the charter petition with a limit of no more than 10 percent for the first four years of operation, with the percentage declining by 1 percent each year through 2010-11.

This issue came up again at the November 2004 SBE meeting when CDE staff discovered the New West governing board unilaterally passed a resolution granting founder status to individuals who donated time and money during the extra year the school took to open and who were working toward the establishment of a high school. 

Given that founder’s preference has been a sensitive issue with the SBE from the time of New West’s original approval, CDE staff believes the current New West proposal does constitute a material change to the charter requiring SBE approval.
The second question that must be answered is, if the SBE agrees that the change in dates for founder status does constitute a material revision, does the SBE wish to grant approval to New West to implement the requested change. CDE staff recommends the SBE give consideration to extending the date by which individuals could qualify for founder status to no later than September 8, 2003, the date on which New West began operating.

The original cutoff date by which founders needed to have completed service hours was based on New West opening in 2002. The school delayed opening for one year due to difficulty in securing facilities and a special education agreement with a SELPA. During that additional year, individuals continued to donate time and money to the school. It does not seem unreasonable to extend the date for qualification as a founder by one year. There does not seem to be any purpose served by granting founders preference to those who continued to work during the operational years of the school. The idea is not to keep replenishing the number of people who get admissions preference. CDE staff recommends that if the SBE does extend the qualifying date to September 2003, it do so with the condition that New West make no further changes to founder status dates in its charter, either unilaterally or by request to the SBE.

	FISCAL ANALYSIS (AS APPROPRIATE)

	There will be a minor increase in workload to CDE and the SBE to follow up on the implementation of corrective action plans for audit findings and to ensure that New West meets previous SBE conditions. Other CDE oversight responsibilities would continue at the same level.

	ATTACHMENT(S)

	Attachment 1:
New West Charter Middle School – Limited Scope Review (10 pages)

Attachment 2:
New West Charter Middle School – Financial Statements with Independent Auditors’ Report (8 pages) (This attachment is not available for Web viewing. A printed copy is available for viewing in the State Board of Education office.)


California Department of Education

M e m o r a n d u m

Date:
March 2, 2005
To:
Marta Reyes, Director

Charter Schools Division

From:
Kevin W. Chan, Director


Audits and Investigations Division

Subject:
New West Charter Middle School – Limited Scope Review

At the request of the Charter Schools Division (CSD), the Audits and Investigations Division (A&I) conducted a limited scope review of New West Charter Middle School (New West). We conducted our review for the period July 1, 2003 through June 30, 2004 to (1) evaluate whether New West’s internal controls ensure sound fiscal management and compliance with its charter agreement, and (2) identify areas of concern resulting from internal control weaknesses. 

On February 1, 2005, A&I issued a memorandum notifying the CSD of our review observations. Per your request, we are reissuing the memorandum with recommendations to improve New West’s internal controls.

Internal controls are the processes designed to provide reasonable assurance that operations are effective and efficient, financial information is accurate, and operations are in compliance with applicable laws, regulations, and charter provisions. New West’s internal control structure includes its administrative policies and procedures, accounting and other information systems, and its work environment. 

The management of New West is responsible for establishing and maintaining adequate internal controls over financial transactions. Additionally, the management of New West is responsible for compliance with both the general provisions established in its approved charter and the California Education Code sections relative to charter schools. 

New West Charter Middle School:

During the initial planning stages of the school, New West was under the direction of its Organizing Committee. New West’s Organizing Committee was comprised of David Eagle (Chair, founder, and student parent), Dr. Gene Albrecht (Co-Chair and student parent), and Judith Bronowski (Co-Chair and student parent).
New West was incorporated in 2000 as a California nonprofit public benefit corporation. On December 5, 2001, the California State Board of Education became the first chartering authority for New West. The California State Board of Education granted New West’s charter for the period July 1, 2002 to June 30, 2005, and subsequently extended the charter to June 30, 2006. On September 8, 2003, New West opened its doors with 274 students enrolled in grades six through eight.

In October 2003, New West held elections to establish a 14-person Governing Board, which acts as the chief decision-making body for the school and has authority over all aspects of the school’s operations and educational programs. The Governing Board is comprised of parents, teachers, community members, and New West’s principal. 

Delta Managed Solutions:

Delta Managed Solutions (Delta), located in Sacramento, is an independent educational consulting and advisory firm that offers bookkeeping and administrative support services to California charter schools. On August 1, 2003, New West entered into a contract with Delta for services in four main areas: (1) bookkeeping services, (2) purchasing, (3) maintaining student records, and (4) human resources. Consequently, Delta manages a significant amount of New West’s accounting and payroll records in Sacramento. On behalf of New West, Karl Yoder and Kelly McDole, founders and managers of Delta, were the main working contacts during our review.

Scope of Review:

At the Charter Schools Division’s request, the State Board of Education authorized A&I to conduct a limited scope review of New West. Although our review scope was not limited to a particular time period, we selected the period of July 1, 2003 through June 30, 2004 for our initial review because this was the year that the school opened under its authorized charter.

During the preliminary stages of our review, we interviewed New West and Delta staff to gain an understanding of the school’s accounting and contracting controls. We also reviewed accounting records maintained by Delta, and requested supporting documents for a sample of transactions that we deemed applicable to the following areas: (1) internal controls, (2) contracts for goods and/or services, and (3) related party transactions. 

Due to the limited scope, our review does not constitute a financial statement audit conducted in accordance with Government Auditing Standards. Therefore, we do not express an opinion on the financial statements, or on any individual account balances. Had we performed additional procedures, or conducted an audit of the financial statements in accordance with Government Auditing Standards, other matters might have come to our attention that may have been reported.

Review Observations:

Weak Internal Controls

A material weakness is a condition in which the design or operation of one or more internal control components does not reduce to a relatively low level that errors or irregularities could occur and not be timely detected. For the year ended June 30, 2004, New West’s independent certified public accountant considered New West’s internal control over financial reporting and its operations, and noted no matters that he considered to be material weaknesses. However, the certified public accountant’s consideration of internal control would not necessarily disclose all matters that could be material internal control weaknesses. 

We identified several significant internal control weaknesses in New West’s fiscal operations through internal control questionnaires, interviews with staff, observations during fieldwork, and review of available supporting documentation. These weaknesses increase the risk that school assets are not adequately safeguarded and that transactions are not properly executed and/or recorded. Furthermore, several of these internal control weaknesses not only existed throughout our review period, but also continue to exist. 

Observation 1 – New West does not have adequate internal controls over purchasing, and does not adequately segregate duties for significant accounting processes. For example:
· New West’s Office Manager receives cash, prepares cash deposits, and makes deposits. If these duties are not segregated among two or more individuals, cash can be easily misappropriated without timely detection.
· New West’s Office Manager has the ability to purchase goods and services, receive goods and services, generate checks, and sign checks. In addition, upon receipt of the goods, the Office Manager is responsible for reconciling the invoice to the receiving document. If these duties are not segregated among two or more staff, errors or irregularities in receiving goods and services may not be timely detected. 

· David Eagle, New West Board Chair and founder, has check signing authority and is authorized to make purchases on behalf of the school with no secondary signatures required on the checks. Additionally, Mr. Eagle was able to make unrestricted credit card purchases that were subsequently reimbursed by the school without question. Since the credit cards were his own, David Eagle was able to commingle personal purchases with school purchases on his personal credit cards. For example, Mr. Eagle used his personal American Express credit card to purchase computer equipment for New West in the amount of $46,220. Moreover, Mr. Eagle was the sole signer on the school’s check used to satisfy his credit card obligation (check No. 1292, dated 9/22/03). 

· On July 9, 2004, New West’s board of directors passed Resolution No. 2004-23, which provides guidelines for opening and maintaining bank accounts on behalf of New West. Specifically, it states, in part, “Any check above $2,500 must be signed by two of the following people – the Board Chair, the Board Vice Chair, the Chief Financial Officer, the Finance Manager, and the Executive Director.” However, despite the passage of this resolution, we verified that the dual signatures requirement is not being enforced or adhered to by New West. 

Recommendation 1 –New West should implement written policies and procedures that will ensure significant accounting duties such as cash receipts, disbursements, and purchasing are separated among staff to safeguard the school’s assets.  No individual at New West should have the sole authority to initiate, approve, and issue payment for school expenditures. Additionally, Board resolutions should be strictly enforced and adhered to by New West.

Observation 2 – New West did not have adequate controls over its assets. According to Karl Yoder, Delta’s Chief Financial Officer, New West does not have a detailed listing of the school’s fixed assets. Although a general ledger account listing of fixed assets was provided to us, this listing did not include sufficient information to ensure that all fixed assets were properly accounted for. For example, the school did not maintain pertinent information such as: asset descriptions, acquisition dates, serial numbers, asset numbers, acquisition cost by asset, and accumulated depreciation by asset. Additionally, identification labels were not affixed to any of the equipment to identify the asset inventory numbers and to tag the equipment as school property.

Recommendation 2 – New West should maintain complete inventory records containing asset descriptions, acquisition dates, useful life, location, serial numbers, cost, and accumulated depreciation. Additionally, New West should conduct annual physical inventories of assets and reconcile the inventories to the accounting records.

Observation 3 – Debit cards are not adequately safeguarded or secured to prevent unauthorized or personal purchases. For example, the Principal and Office Manager have custody of the school debit cards, which are supposed to be secured at the school when not in use. However, during our review of the school’s bank statements, we noted two charges that were incurred at Disneyland. When questioned about these charges, we were told that the Office Manager inadvertently used the school’s debit card during a personal visit to Disneyland. Although we were told that the Office Manager reimbursed the school, it is apparent that there is a lack of control over debit card usage.

Recommendation 3 – New West should safeguard school credit cards and debits cards to prevent unauthorized or personal purchases. Additionally, New West should assign bank accounts, credit cards, and debit cards in the name and address of New West to avoid the use of personal credit cards.

Observation 4 – Documentation maintained by New West as support for their expenditures does not provide an adequate audit trail to ensure that the costs are related and necessary to the school. Examples of inadequate support are:

· Expenditures were often paid based on credit card statements without the original purchase receipts describing the goods or services purchased. In essence, the school made payments for goods and services without adequately verifying the reasonableness and necessity of the expense. Additionally, credit cards used to purchase New West supplies and equipment were not in the name of the school, but in the name of either David J. Eagle, David J. Eagle – David Eagle Productions, David Eagle, or David Eagle Productions. 

· New West routinely paid invoices that were billed to other entities. For example, David Eagle purchased textbooks from Houghton Mifflin using a David Eagle Productions credit card. According to the invoice, Houghton Mifflin billed David Eagle Productions. However, New West reimbursed David Eagle Productions by remitting payment directly to the credit card company.

New West does not require original invoices for payments or reimbursements. Additionally, New West does not employ a consistent method of distinguishing invoices as paid. This internal control weakness allows errors or irregularities to occur and not be timely detected. For example, we noted a duplicate payment for an expense incurred by David Eagle. Specifically, New West paid $457 to David Eagle’s Citi AAdvantage Card for copies made on October 16, 2003. In addition, Mr. Eagle submitted a receipt for the same expense and received duplicate reimbursement of $457. 

Recommendation 4 – New West should implement a process to document purchase requests, approvals, and payment of school expenditures. Furthermore, New West should maintain original invoices to provide an audit trail and support all school expenditures. 

Observation 5 – New West had little or no internal controls over contracting. For example, several significant contracts relating to construction work at the school were not competitively bid and/or lacked a clearly defined scope of work. Although we were told that several bids were acquired, the bids were verbal with no written documentation to support the bidding process. 

Recommendation 5 – New West should develop procedures to ensure that all contracts and agreements clearly identify the scope of work to be performed. Additionally, New West should institute a governing board approval process to ensure that all of New West’s contracts, loans, and agreements are in the best interest of the school and reflect reasonable market values. 

Observation 6 – The initial election process for New West’s Governing Board did not ensure the integrity of ballot tallying. Specifically, David Eagle, a board of directors candidate, participated in tallying election ballots. Although a written description of New West’s election process states that five individuals participated in the tallying process, the official tally sheet contained the following notation, “Tallied by D. Eagle @ 10:05AM 10-16-03” and no other individuals were noted in the tallying process.

Recommendation 6 – New West should develop and implement 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.

Observation 7 – New West utilized four checking accounts and two savings accounts at three different bank institutions during our review period. Although this is an acceptable business practice, the internal controls over these bank accounts were not adequate to detect recording errors or irregularities in a timely manner. For example:

· 15 checks from one checking account were payable to individuals that were also the sole signers on the checks. 

· A volunteer student parent had sole responsibility over New West’s fundraising checking account, including the fundraising activity income. Of the 37 checks written from this account, 5 checks were payable to “cash” and endorsed by the student parent, the sole signer on the checks. 

· Use of debit cards by the Principal and the Office Manager did not require prior authorization, which resulted in at least two unauthorized purchases at Disneyland.

Recommendation 7 – New West should reconcile bank statements to accounting records on a monthly basis to timely detect error or irregularities. 

Expenditures
Observation 8 – We selected a judgmental sample of 76 fiscal year 2003-04 expenditures to test the adequacy of New West’s internal controls and to assess the reasonableness and propriety of expenditures. Our tests included tracing expenditures to source documents such as vendor receipts and check registers. However, New West was able to provide us with documentation to support only 60 of the 76 (79 percent) expenditure items selected. Consequently, we could not fully assess the reasonableness and propriety of the expenditures in our sample. 

Moreover, the supporting documents for the 60 expenditures that were provided to us did not provide adequate substantiation to the reasonableness and propriety of the expenditures. For example, several invoices contained billings to other businesses such as David Eagle Productions, rather than to New West. Additionally, some invoices indicated shipping addresses other than to the school’s location or address. Since several invoices contained only limited information (no detailed work descriptions or specific work locations), we could not determine whether the goods were actually received by the school, or whether the services were actually rendered on the school’s behalf. 

Recommendation 8 – New West should implement control procedures to ensure all expenditures are adequately documented with purchase requests, approvals, and original invoices. Additionally New West should ensure that all expenditures are reasonable and necessary to the operation of the school. 

Related Party Transactions

Observation 9 – New West entered into several related party contracting agreements and arrangements that we considered improper business transactions that open opportunities for misappropriation or personal gain to the related parties. For example:

· On April 19, 2002, a $300,000 note payable, via a personal mortgage line of credit from David Eagle, was signed by David Eagle on behalf of New West. This note was retroactively approved by New West’s Governing Board on July 9, 2004 (over two years later) because, according to David Eagle, New West’s board of directors did not exist when the note was executed. 

Although the school has the right to accept assistance from private parties, we question the school’s practice in paying back the loan. For example, we found that the school often made interest payments on the loan by making payments directly to Mr. Eagle’s credit cards and personal mortgage company. This type of payment arrangement opens the opportunity for Mr. Eagle to increase his personal mortgage interest expense tax deduction, while receiving interest income that would not be normally reported to the Internal Revenue Service or Franchise Tax Board.

Note: A revised note signed by New West’s Director/Principal was executed on May 18, 2004 (almost two months prior to the approval of the original loan). On October 8, 2004, New West secured a loan in the amount of $195,000 from Pacific Western Bank to refinance the David Eagle loan. 

· New West secured a short-term interest free promissory note in the amount of $100,000 from Nowa Derm Corporation. We question the propriety of this loan because of the unique funding and payment arrangements. On July 9, 2003, Ms. Burnison (a New West student parent) signed a Nowa Derm Corporation check, as Chief Operating Officer, in the amount of $100,000 payable to the order of New West. On November 20, 2003, New West repaid the loan obligation by issuing a check in the amount of $100,000 payable to the order of Ms. Burnison, not the Nowa Derm Corporation. Since we did not expand our review to determine the propriety of issuing the check directly to Ms. Burnison, we only note the weakness in New West’s business practices that could allow possible misappropriation of school or corporate funds. 

· On February 25, 2004, New West secured a short-term loan in the amount of $2,000 from Delta. This loan was not supported with any documentation, and not approved by New West’s Governing Board. According to Karl Yoder, Delta, this loan was granted to New West to meet short-term obligations. Although New West repaid the funds to Delta on March 10, 2004, we question the apparent close relationship between Delta and New West where bookkeeping integrity may also be compromised. 

Recommendation 9 – In accordance with New West’s charter agreement and governing board resolution, New West should implement 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. Furthermore, if New West participates in a related party agreement, it should operate in accordance with its conflict of interest policy to ensure charter school funds are not used for the personal benefit of any officer, director, or fiduciary of the charter school. 

Other Concerns

During the course of our review, we discovered other situations of interest outside our initial review period:

On July 15, 2004, New West secured an interim cash flow loan in the amount of $50,000 from Eagle’s Peak Charter School. Loans to meet cash flows, coupled with other short-term loans from the Nowa Derm Corporation and Delta, leads us to question New West’s ability to continue to effectively operate as a viable charter school.

Furthermore, in order to appropriately maintain its school operations, New West actively and aggressively solicits contributions from student families. For example, the January 14, 2004, issue of the school’s newsletter included the following statements:

· “We are in immediate danger of having to cut back or cut out some of our enrichment programs at New West.” 

· “Our budget is based on the fact that we need to raise $2,500 per student in order to provide these programs. The State gives us the basic funds for our core subjects and support materials like textbooks. But they don’t provide the funding for these other things. So, we must rely on fundraising, grants and gifts to make up that $2,500 per student difference.”

· “We must raise $100,000 by June.”

Conclusion:

Based on our limited scope review, New West did not have adequate internal controls in place to (1) ensure sound fiscal management, (2) fully comply with its charter agreement, and (3) prevent illegal or substantially improper use of charter school funds for the personal benefit of any officer, director, or fiduciary of the charter school. Furthermore, several of the internal control weaknesses continue to exist. 

In light of the significance of the internal control weaknesses that we identified during our review, the Charter Schools Division should determine the appropriate course of action to ensure that the continuing internal control weaknesses are immediately addressed by the management of New West.

If you have any questions regarding our limited scope review, please contact Tami Bowman, Audit Manager, at 323-6797.
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