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Executive Summary

During the period of July 1, 1999, through June 30, 2000, the Chicago Public Schools (CPS) 
worked with private school principals to design Title I, Part A (Title I), programs for children attending private schools, monitored those programs to ensure the children were eligible for services, and ensured the designed services were provided.  CPS also properly corrected accounting entries that it recorded in error during the audit period.  After being instructed to do so by the Office of Elementary and Secondary Education (OESE), CPS rescinded the ability to enter purchase order requisitions on-line from private school officials.

The objectives of our audit were to determine if CPS (1) ensured that Title I funds used to provide services for private school children were expended for their intended purposes and in compliance with selected Federal
 laws and regulations, and (2) generated and provided funds for Title I services to private school children in proportion to the number of low-income private school children in participating school attendance areas. 
 We did not review CPS’ administration of Title I funds for providing services to public school children.  

We identified four instances of non-compliance caused by significant management control weaknesses and one other matter that adversely affected CPS’ ability to administer the Title I program during our audit period.

Specifically, CPS:

1. Did not conduct yearly progress assessments for Title I private school children;



2. Could not account for all Title I property and equipment;

3. Could not clearly show how much it budgeted for and spent on each Title I program for private school children; and

4. Did not return all Title I funds spent for an expense that the OESE determined was unreasonable.

To ensure CPS strengthens its management controls and improves its ability to provide Title I services to eligible private school children, we recommend that the Assistant Secretary for Elementary and Secondary Education require the Illinois State Board of Education (ISBE) to (1) ensure CPS has finalized its comprehensive yearly progress plan and ensure the plan is implemented immediately, (2) require CPS to establish and follow written policies and procedures that comply with 34 C.F.R. § 
80.32 and 200.13, (3) ensure CPS has updated its financial management system so it facilitates tracking the amount of Title I funds and capital expenditures CPS budgets for and spends on each Title I program for private school children, and (4) verify CPS restored $7,050 to the funds available for Title I programs for private school children and confirm that CPS provided the additional services described in its response to our draft audit report.

We also noted, for fiscal year 2002’s allocation, CPS personnel did not identify all children living within CPS’ boundaries and attending private schools.  We previously reported this matter on February 23, 2001, in State and Local Action Memorandum 01-04 (See the Other Matter section of this report).  In March 2001, OESE asked the ISBE to review this matter and report its conclusions to the Assistant Secretary for Elementary and Secondary Education.  In response, the ISBE had CPS work closely with private school representatives to ensure an appropriate Title I allocation for providing services to eligible private school children during the 2001-2002 school year.  CPS revisited the matter and allocated $1.1 million more than it originally allocated to provide services to eligible private school children.

In response to our draft audit report, the ISBE and CPS generally agreed with the findings and recommendations.  The ISBE stated that it “fully recognizes the importance of demonstrating, based on assessments, what constitutes adequate yearly progress.”  CPS acknowledged that it needed to strengthen
 its controls over administering Title I funds for providing services to private school children, and it explained the corrective actions it has taken or plans to take.  The ISBE wrote that it will monitor CPS to ensure the actions have been taken as described.  See Appendix A—Auditee Comments.  Because of the voluminous number of attachments included in the ISBE’s response to the draft audit report, we have not included them in Appendix A.  Copies of the attachments are available upon request.
We made minor changes to the report based on comments we received.  We also deleted draft audit report Finding No. 4, because CPS and the ISBE provided sufficient documentation to resolve the issue.  

AUDIT RESULTS

During the period July 1, 1999, through June 30, 2000, CPS
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 EMBED Xrefsv.Document   (1) properly controlled Title I funds allocated to provide services to private school children after being instructed to do so by OESE
, (2) adjusted its accounting records to ensure only instructional costs were charged to the instructional pool of funds, (3) worked with private school officials to design Title I programs for children attending private schools, 
and (4) monitored Title I children attending private schools to ensure they were eligible and received eligible services. 
 In addition, CPS included children attending private schools in its fiscal year 2002 rank ordering of public school attendance areas.
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However, we noted four instances of noncompliance.  During the audit period, CPS:

1. Did not conduct yearly progress assessments for Title I private school children;

2. Could not account for all Title I property and equipment;

3. Could not clearly show how much it budgeted for and spent on each Title I program for private school children; and
4. Did not return all Title I funds spent for an expense OESE determined was unreasonable.
Significant management control weaknesses that require administrative action by ISBE and the Chief Executive Officer of CPS caused most of these instances of non-compliance.  We also identified one other matter that warrants their attention.

In response to our draft audit report, the ISBE and CPS generally agreed with the findings and recommendations.  CPS acknowledged that it needed to strengthen
 its controls over administering Title I funds for providing services to private school children, and it explained the corrective actions it has taken or plans to take.  The ISBE wrote that it will monitor CPS to ensure the actions have been taken as described.

Finding No. 1

CPS Did Not Conduct Yearly Progress Assessments for Title I Private School Children
For the period July 1, 1999, through June 30, 2000, CPS did not develop or adopt a plan to conduct yearly progress assessments for private school children receiving Title I services.


 EMBED Xrefsv.Document    CPS personnel did not meet with private school representatives to develop an assessment plan for services.  Additionally, CPS did not make arrangements with private school representatives to conduct an assessment 
to measure the improvement of the skills, knowledge, and abilities targeted in the program designs.

Pursuant to Section 1111(b)(1) of the Elementary and Secondary Education Act of 1965, as amended (the Act), “Each state plan shall demonstrate that the State developed or adopted challenging content standards and challenging student performance standards that will be used by the State, its local educational agencies, and its schools to carry out this part.” 
 Section 1111(b)(2) requires each State plan to demonstrate, based on assessments described under paragraph (3), what constitutes adequate yearly progress of any school and local educational agency (LEA) served with Title I funds toward enabling children to meet the State’s student performance standards.  Pursuant to Section 1111(b)(3), “Each State plan shall demonstrate that the State has developed or adopted a set of high-quality, yearly student assessments, …that will be used as the primary means of determining the yearly performance of each local educational agency and school served under this part in enabling all children served under this part to meet the State’s student performance standards.”

For fiscal year 2002, CPS planned to implement a program to measure participating private school children’s yearly progress.  CPS informed us that the planning would be done in consultation with representatives from the private schools.  During our audit, CPS’ Funded Programs staff
 met with private school affiliates to develop a (1) definition of adequate yearly progress for participating private school children and (2) plan to assess yearly progress.

As of July 2001, CPS and the private school representatives still did not have an agreed upon definition of adequate yearly progress and standards to compare how the private school children were progressing.  As a result, CPS could not determine if its Title I programs were enabling private school children served with Title I funds to meet student performance standards.  Setting standards for yearly progress will allow CPS to closely monitor the programs so proper changes can be made that enable private school children served with Title I funds to progress toward meeting challenging standards.

Recommendations

We recommend that the Assistant Secretary for Elementary and Secondary Education direct ISBE to:

1.1 Ensure CPS’ Funded Programs staff immediately finalizes a comprehensive plan that defines adequate yearly progress and lays out how CPS will assess each private school Title I student’s progress.  This plan shall be developed in coordination with private school representatives to ensure meaningful and timely assessments of progress.

1.2 Coordinate with CPS for a follow up review of CPS’ implemented corrective actions.

Auditee Comments

CPS and ISBE agreed with our finding and recommendations.  The ISBE also stated that it recognizes the importance of demonstrating, based on assessments, what constitutes adequate yearly progress.  CPS provided a proposed strategy for satisfying the requirement to ensure meaningful and timely assessments of student progress.  ISBE wrote that it will monitor CPS to ensure that CPS’ efforts to move forward with the development of a plan addressing adequate yearly progress will be in consultation with representatives of the private school affiliates.  ISBE also wrote that it will monitor plan development and the implementation of the corrective actions.

Finding No. 2

CPS Could Not Account for All Title I Property and Equipment
We reviewed inventory records for 10 of 109 private schools that had children receiving services through CPS’ Title I programs during the period July 1, 1999, through June 30, 2000. 
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 EMBED Xrefsv.Document   We compared the property and equipment listed on the Title I teachers’ and aides’ inventory records with the property and equipment in the Title I classrooms.  (The Title I teachers and aides marked the property and equipment at the private schools with black marker or removable labels.)  The property and equipment in the Title I classrooms agreed with the inventory listings.

We compared the Title I teachers’ and aides’ inventory lists with CPS’ master inventory.  We found Title I property and equipment located at the private schools that was not on CPS' master inventory.
  Our review of the inventory records for the 10 schools we visited disclosed 473 pieces of property and equipment.
  We found 241 pieces 
of property and equipment in private school Title I classrooms that were not on CPS’ master inventory.
  For one school, none of the property and equipment in the Title I classroom was listed on CPS’ master inventory.

We also identified property and equipment listed on CPS' master inventory that was no longer in the Title I classrooms at the private schools.  We identified 80 pieces of property and equipment on CPS’ master inventory that were no longer located in the 10 Title I classrooms located in private schools that we visited.  


 EMBED Xrefsv.Document  In at least one private school, the Title I teacher properly disposed of the property that was no longer needed.
  In another private school, the unneeded equipment was locked in a storage room.

Given these significant differences, we have no assurances that CPS’ inventory for the 99 private schools we did not visit is accurate.

Pursuant to 34 C.F.R. § 200.13(a), a public agency must keep title and exercise continuing administrative control over all property, equipment, and supplies that the public agency acquires with Title I funds for the benefit of eligible private school children.  Further, 34 C.F.R. § 200.13 (d)(1), requires an LEA to remove equipment and supplies placed in a private school if they are no longer needed for Title I purposes.
CPS has written property management policies that specifically address inventory maintenance, reconciliation, and disposal procedures.  According to CPS’
 Policy Manual, Section 401.9, adopted April 21, 1999, 

Permanent items that have been purchased by or donated to schools, Region Offices, and Central Service Center departments and which have a value of $250 and a useful life of at least three years must be entered on the Equipment and Furniture Register … This inventory is to be maintained and updated quarterly and upon receipt of new equipment … In addition to updating the inventory quarterly, each school, region, and Central Service Center unit must complete a physical inventory of all fixed assets every year, beginning with June 30, 1999, and every year thereafter.

Fixed assets at schools, regions, and the Central Service Center are to be inventoried on the Equipment and Furniture Register or on the computer-based program, when available, listing all information contained on the Equipment and Furniture Register and the funding source, if the asset was purchased through a grant.  This inventory is to occur upon the fixed asset's delivery. Each item should be tagged with its control number that can be referenced on the Equipment 

and Furniture Register.

Though CPS clearly had written policies in place, it did not ensure adherence to them when dealing with property and equipment purchased with Title I funds and placed in Title I classrooms at private schools.
 
 During the audit period, CPS did not (1) reconcile its property and equipment inventory with the inventory located in the Title I classrooms at private schools
;
 


 EMBED Xrefsv.Document  (2) adequately label (or tag) Title I furniture and equipment placed in private schools;
 


 EMBED Xrefsv.Document  (3) ensure Title I staff knew what to do with excess and obsolete property and equipment; 
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 EMBED Xrefsv.Document  and (4) ensure that Title I staff notified CPS administration that they received new property and equipment
.
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As a result, Title I property and equipment could be lost, stolen, or used for unallowable activities and CPS would not know about it.  Additionally, CPS personnel might be able to put property and equipment that is not currently being used to productive use at other schools that have Title I programs.



Recommendations

We recommend that the Assistant Secretary for Elementary and Secondary Education direct ISBE to require CPS to: 

2.1 Review its property and equipment policies and procedures and ensure the policies and procedures include directives that will ensure CPS maintains one uniform system of inventory procedures.  These procedures should be applied uniformly, whether the equipment or property is at a public school, a private school, or CPS’ administrative offices.

2.2 Reconcile its master inventory with the property and equipment located in its Title I classrooms; and

2.3 Provide training to Title I staff on how to dispose of any Title I property and equipment that is obsolete or no longer needed in the Title I classrooms.

Auditee Comments

CPS and ISBE agreed with our finding and recommendations.

Finding No. 3
CPS Could Not Clearly Show How Much It Budgeted for or Spent to Operate Title I Programs at Each Private School
CPS could not clearly show how much money it budgeted for or spent to operate the Title I programs at each private school.
  We identified three different amounts that CPS budgeted for the Title I programs for private school children.  CPS had one budget amount ($11,453,356) that it submitted to ISBE when it applied for Title I funding, a second amount ($12,302,238) 
based on the private schools’ program design budgets, and a third amount ($13,404,739) recorded in CPS' accounting records as allocated for Title I programs for private school children.

Also, per CPS’ accounting records, CPS did not use approximately $2.9 million in capital expense funds solely for capital expenses incurred to provide Title I services to private school children
.  In its fiscal year 2000 budget, CPS requested capital expenses (from Title I funding) of $3.1 million. 
 Its accounting records showed that CPS only charged approximately $175,000
 for capital expenses during fiscal year 2000. 
 CPS told us that in December 1999, funding was available in the capital expense program to fund non-instructional positions.  CPS chose to leave the positions (in the accounting system) as instructional costs and manually transfer the expenses to the capital expense (non-instructional costs) accounting classification after the end of the fiscal year.  After making this adjustment, CPS’ accounting records still showed a capital expense carryover of approximately $696,000 from fiscal year 2000.

Because it could not clearly identify how much it budgeted for or spent to operate the Title I programs at each private school, CPS could not definitively state how much Title I funds it had left over at the end of the program year.  Private school officials believed that CPS should have approximately $2 million of Title I funds from fiscal year 2000.  Due to CPS’ method of accounting for Title I funds used to provide services to private school children, we could neither substantiate nor refute this amount.
According to 34 C.F.R.§ 80.20(a)(2), fiscal control and accounting procedures must be sufficient to “Permit
 the tracing of funds to a level of expenditure adequate to establish that such funds have not been used in violation of the restrictions and prohibitions of applicable statutes.”  Financial management systems must provide an accurate, current, and complete disclosure of the financial results of financially assisted activities.
CPS' accounting system was inadequate to account for Title I instructional and non-instructional (capital expenses) costs.
  CPS did not account for Title I non-personnel costs (such as supplies and equipment) or personnel costs in a similar manner.  CPS accounted for non-personnel costs by private school unit numbers (identifiers CPS assigned to each Title I program it operated at a private school).
  The accounting records for non-personnel costs clearly showed the total Title I funds CPS spent on equipment, supplies, and other expenses for each Title I program serving private school children.

CPS accounted for personnel costs (salaries and fringe benefits) by public school unit number.
  Its accounting records did not clearly show how much CPS spent on personnel costs to operate Title I programs at each private school.
  Additionally, CPS did not correctly code non-instructional aides’ salary and fringe benefits (capital expenses) when recording these payments in its accounting system.

Recommendations
We recommend that the Assistant Secretary for Elementary and Secondary Education direct ISBE to ensure that CPS:

3.1
Revises its financial management system so it will permit CPS to clearly show the amount of Title I instructional funds and capital expenditures it spent to operate the Title I program at each private school.  At a minimum, CPS should account for all expenses, personnel and non-personnel, based on the private school unit number.

3.2 Establishes effective budgetary control over Title I expenditures to ensure that money budgeted is expended according to the established plans or program designs.

Auditee Comments

CPS and ISBE agreed with our finding and recommendations.  CPS described three corrective actions it took or is taking:  (1) for FY 2001, all non-instructional positions were transferred out and correctly charged to the Title I capital expenses account; (2) for FY 2002, CPS assigned two project numbers to separate appropriations and expenditures for Catholic and non-Catholic schools; and (3) for FY 2003, CPS stated it will establish accounting procedures where the individual private school unit number will be charged for both personnel and non-personnel items.  ISBE stated it would monitor CPS to ensure that it has followed through or will follow through with its proposed corrective actions. 
Finding No. 4
CPS Did Not Return All Title I Funds Spent for an Expense OESE Determined Was Unreasonable

In June 1999, the Archdiocese of Chicago, Office of Catholic Education (OCE), contracted with Millennia Consulting
 to conduct a five-year evaluation study of the Title I programs provided to eligible Catholic school
 children.  According to OESE, the OCE directed the contractor’s work.  OCE also received invoices from Millennia Consulting and submitted them to CPS for payment.  Between November 1999 and October 2000
, CPS paid Millennia Consulting $188,200 based on the invoices OCE submitted.

In its monitoring report dated January 10, 2001, OESE instructed ISBE to require CPS to restore $181,150 from non-federal sources to the pool of funds to provide services to private school children.  OESE cited Section 14303(a)(1) of the Act, which requires any contract to be under the control and supervision of a public agency.  In addition, OESE stated that the Millennia Consulting study repeated existing information on Title I and was therefore not a reasonable and necessary expense (34 C.F.R. §
 80.22).  Because OESE determined that the Millennia Consulting study was not a reasonable and necessary expense, all payments made to the contractor are unreasonable.

Recommendation

4.1
We recommend that the Assistant Secretary for Elementary and Secondary Education direct ISBE to confirm, with private school representatives, that CPS restored the additional $7,050 ($188,200 less $181,150) and used those funds to provide the services CPS described in its response to the draft audit report (See Appendix A).

Auditee Comments

CPS stated that it restored the $7,050 to the pool of funds that provide instructional services to private school Title I students and used the funds for a summer program implemented from June 2001 to August 2001.  ISBE stated that it reviewed the documents CPS submitted to support restoration of the funds.
Office of Inspector General Response

The auditee concurred with the finding and stated that it took corrective action.  However, the documentation provided was not sufficient to confirm that CPS provided the additional services described.  We revised our recommendation based on the auditee’s comments.

OTHER MATTER

Rank Ordering and Per Pupil Allocations

In February 2001, we reported that preliminary results from our audit disclosed that CPS followed a systematic process when ranking its public school attendance areas and allocating Title I funds for the 2001-2002 school year.  Though CPS employees ensured they used poverty data from the private schools within CPS’ boundaries, they did not attempt to locate children living within CPS’ boundaries and attending private schools located in other school districts.  CPS employees also did not include children attending private schools whose administrators failed to respond to CPS’ requests for information.  Finally, we reported that CPS’ count of children eligible for Temporary Assistance to Needy Families and attending private schools might have been understated.

 

In March 2001, the Acting Deputy Assistant Secretary for Elementary and Secondary Education asked the ISBE’s Superintendent of Education to review the findings of the Office of Inspector General and report his conclusions within 30 days to the Deputy Assistant Secretary.  In response
, the ISBE required CPS to work with the private schools to ensure an appropriate allocation for the 2001-2002 school year.  CPS revisited its count and determined that private school children generated $1.1 million more than CPS originally calculated.  Though CPS added funds to the pool of Title I funding available for services for private school children for the 2001-2002 school year, it did not revise its rank ordering.  CPS included both public and private school children in its original 2001-2002 rank ordering of public school attendance areas.  However, CPS officials told us that the private school recalculation occurred too late in the year to revisit its overall rank ordering of public school attendance areas.
  The budgets for all CPS public schools had already been set. 
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For the 2002-2003 school year, CPS’ Funded Programs staff plans to address this issue by working with the private school administrators and affiliates to obtain an accurate poverty count according to the time line it developed in response to an OESE technical assistance visit.  CPS plans to gather and review poverty data that fairly represents the number of private school children that would qualify for eligibility under Title I legislation and include those children in the rank ordering process.  Additionally, CPS informed us that it developed and implemented a plan to identify children who live in Chicago but attend schools outside Chicago.

OESE should ensure that the ISBE approves CPS’ 2002-2003 application for Title I funding only after receiving assurances that CPS completed its rank ordering according to the plan described.

BACKGROUND

Title I, Part A, of the Elementary and Secondary Education Act of 1965, as amended, provides funds for supplemental educational services for eligible public and private school children living in high-poverty areas.  The Title I, Part A, program provides formula grants through state educational agencies to LEAs to assist low-achieving children meet challenging state curriculum and student performance standards in core academic subjects.
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LEAs are to target funds to schools with the highest percentages of children from low-income families.  Title I services target children who are failing, or at most risk of failing, to meet state academic standards.
 
 Services the LEA can provide to private school children under the program include, but are not limited to, (1) instruction and services provided at a public or private school site, other public and privately owned neutral sites, or in mobile vans or portable units; (2) educational radio and television; (3) computer-assisted instruction; (4) extended-day services; (5) home tutoring; (6) take-home computers; and (7) interactive technology.  The LEA may provide Title I services directly or through contracts with public and private agencies, organizations, and institutions, as long as those entities are independent of the private school and of any religious organization in the provision of those services.

CPS is the LEA for purposes of providing Title I services to children living in the City of Chicago and attending private schools.  The Act authorizes Federal
 funds to be made available through ISBE.
  For the period July 1, 1999, through June 30, 2000, ISBE allocated $168,813,679 in Title I funds to CPS.
  According to its application for funding, CPS budgeted $11,453,356 for Title I programs to provide services to children attending private schools.  This amount consisted of $8,351,305 to provide instructional and support services and $3,102,051 for capital expenses.
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During the 2000 program year, CPS allocated funding to provide Title I services to children attending 109
 different private schools.
 

OBJECTIVES, SCOPE AND METHODOLOGY

The primary objectives of our audit were to determine if CPS:

1. Ensured that Title I funds used to provide services for private school children were expended for their intended purposes and in compliance with selected Federal
 laws and regulations; and 

2. Generated and provided funds for Title I services to private school children in proportion to the number of low-income private school children in participating school attendance areas.

Specifically, we determined if CPS:

1. Properly controlled Title I funds allocated to provide services to private school children and did not have private schools administer the Title I funds themselves (during a technical assistance visit in April 2000, OESE told CPS it could not allow private school officials to encumber Title I funds);

2. Properly accounted for Title I funds;

3. Charged non-instructional costs as instructional costs, and, if so, determined if CPS properly adjusted its accounting records to reflect that the costs were non-instructional (capital expenses);

4. Properly counted children attending private schools and included them in its rank ordering;

5. Worked with private school officials to design programs to provide services to children attending private schools; and

6. Monitored Title I children attending private schools to ensure they were eligible, received services, and made progress toward achieving the state’s academic standards. 
 

Our audit covered the period July 1, 1999, through June 30, 2000, 
and CPS’ rank ordering process for the 2001-2002 program year.


 EMBED Xrefsv.Document  
To accomplish our objectives, we reviewed CPS’ (1) written policies and procedures over providing Title I services to private school children, accounting for Title I funds, and maintaining property records;
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 EMBED Xrefsv.Document   (2) accounting and payroll records;


 EMBED Xrefsv.Document   (3) purchase orders, invoices, and cancelled checks for expenses charged to the Title I program during the audit period; 
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 EMBED Xrefsv.Document  and (4) Title I program designs for providing services to children attending 109 private schools.
 
 We visited five private schools, where we spoke with the Title I teachers or aides (who were CPS employees) and ensured CPS’ monitoring reports on the Title I program accurately reflected the status of the program at the private school. 
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 EMBED Xrefsv.Document  We also conducted an inventory of property and equipment located at 10 private schools.
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 We compared our inventory with the master inventory maintained by CPS’ accounting department. 


 EMBED Xrefsv.Document   Finally, we interviewed various CPS employees,
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 EMBED Xrefsv.Document   Title I teachers and aides
, private school administrators, and private school principals. 


 EMBED Xrefsv.Document   We did not review CPS’ administration of Title I, Part A, funds for providing services to public school children.


 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  

 EMBED Xrefsv.Document  
During the audit, we relied on computer-processed data containing Title I accounting transactions and rank ordering information.  To assess the reliability of the accounting data, we compared the data with source documents (purchase orders and invoices) and the source documents with the computer data.  For the rank ordering data, we used the same data CPS used for fiscal year 2002, and recalculated CPS’ count of children attending private schools and meeting the poverty level criteria.  We ensured that the data CPS used was the same data submitted by the private schools.  We also performed logical tests of the rank ordering data for the 2002 program year (the rank ordering source information for 2000 and 2001 was not available).  Based on these tests, we concluded that the computer-processed data were sufficiently reliable to be used in meeting the audit’s objectives.

We reviewed CPS’ accounting for Title I transactions during the period July 1, 1999, through June 30, 2000.  During this period, CPS recorded 13,541 transactions totaling $12,770,312.  We stratified these transactions into seven categories: Salary/Teachers; Salary/Career Services; Supplies; Contractual Services; Payments to Schools
; Pension/Fringe Benefits; and Furniture and Equipment
.  We randomly selected and reviewed documentary evidence for 560 
transactions totaling $4,760,831
.  We tested the transactions to determine whether they were properly accounted for, allowable, supportable, and accurate.
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We conducted our fieldwork at CPS’ administrative offices and our regional office in Chicago, Illinois, between November 2000 and September 2001. 
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We discussed the results of our audit with ISBE and CPS officials on August 14, 2001. 
 Our audit was performed in accordance with government auditing standards appropriate to the scope described above.

STATEMENT ON MANAGEMENT CONTROLS

As part of our audit, we assessed CPS’ system of management controls, policies, procedures, and practices applicable to its administration of Title I services for private school children.
  We performed the assessment to determine the level of control risk; that is, the risk that material errors, irregularities, or illegal acts may occur.
  We performed the assessment to assist us in determining the nature, extent, and timing of the tests needed to accomplish our audit objectives.

To make our assessment, we identified CPS’ significant management controls and classified them into the following categories:

1. Financial Management 

· Generating (rank ordering of public school attendance areas) and providing funds (per pupil allocations),

· Monitoring the use of funds,

· Budgeting allocated funds,

· Approving requests and paying for goods and services, and

· Paying salaries and fringe benefits.

2. Administrative

· Monitoring services provided to private school children,

· Delivering services to private school children, and

· Assessing the progress of private school children.
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3. Property and Equipment Inventory Development 

Due to inherent limitations, a study and evaluation made for the limited purpose described above would not necessarily disclose all material weaknesses in CPS’ management control structure.  However, our assessment disclosed significant management control weaknesses that adversely affected CPS’ ability to administer Title I funds used to provide services to children attending private schools.
  These weaknesses included (1) non-existent written procedures to determine the eligibility and assess the progress of private school children receiving Title I services, (2) written procedures for property and equipment that were not followed and also needed strengthening, 
and (3) an inadequate financial management system. 
 These weaknesses and their effects are discussed in the Audit Results section of this report.
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[image: image1.jpg]In response to the OIG's Draft Audit Report, CPS has concurred with the OIG's ﬁnding and has
provided its proposed strategy for satisfying the requirement to ensure meaningful and timely
assessments of student progress. (Attachment A) ,

CPS has reported that, on July 12, 2001, a task force, which included CPS personnel and
representatives of the private school affiliates, arrived at a definition of adequate yearly progress
based upon ISBE content and performance standards. CPS has forwarded that definition along
with a proposed plan for assessing student progress. That plan is to be revised by CPS in
response to issues raised by ISBE and will subsequently be re-structured to be consistent with the
requirements of the No Child Left Behind Act (NCLB) of 2001.

The ISBE agrees with the OIG's position and fully recognizes the importance of demonstrating,
based on assessments, what constitutes adequate yearly progress. ISBE is working with CPS
toward that end; and efforts are underway to satisfactorily and expeditiously conclude the
process of revising CPS' proposal in response to the issues raised by ISBE. Efforts are also
underway to ensure that CPS is aware of the new provisions contained in the NCLB Act and for
CPS to begin now structuring its efforts in a manner which is consistent with the requirements of
the new legislation. ISBE will monitor to ensure that CPS' efforts to conclude current processes
and to move forward with the development of a plan addressing adequate yearly progress, which
will be consistent with the provisions of the NCLB Act of 2001, will be in consultation with
representatives of the private school affiliates. ISBE will monitor plan development and the
implementation of the corrective actions which are incorporated into the comprehensive plan.

Finding No. 2 CPS Could Not Account for All Title I Property and Equipment

OIG Recommendations:

The Assistant Secretary for Elementary and Secondary Education directs ISBE to require CPS
to:

2.1 Review its property and equipment policies and procedures and ensure the policies
and procedures include directives that will ensure CPS maintains one uniform system
of inventory procedures. These procedures should be applied uniformly, whether the
equipment or property is at a public school, a private school, or CPS' administrative offices.
The inventory should include a description of the property, a serial number or other
identification number, the source of the property, who holds the title, the location, use and
condition of the property, and ultimate disposition and sale price of the property. The
procedures should also ensure consistent labeling of the property, regardless of the location.

2.2 Reconcile its master inventory with the property and equipment located in its Title I
classrooms; and :

2.3 Provide training to Title I staff and private school officials on how to dispose of






[image: image2.jpg]" any Title I property and equxpment that is obsolete or no longer needed in the Tltle I
classroom.

ISBE Response:

The OIG found that, though CPS has written property management policies that specifically
address inventory maintenance, reconciliation, and disposal procedures, CPS did not ensure
adherence to those policies when dealing with property and equipment purchased with Title I
funds and placed in private school Title I classrooms. The OIG concluded that Title I property
and equipment could be lost, stolen, or used for unallowable activities without CPS' knowledge
because of CPS' failure to (1.) reconcile its property and equipment inventory with the inventory
located in the private school Title I classrooms; (2.) adequately label (or tag) Title I furniture and
equipment placed in private schools; (3.) ensure that Title I staff and private school officials
know the procedure for dealing with excess and obsolete property and equipment; and (4.) its
failure to ensure that Title I staff notify CPS administration upon receipt of new property and
equipment.

CPS has acknowledged its inability to account for all Title I property and equipment and noted
that the document provided by CPS to the OIG was a listing of equipment with a unit purchase
price of $500.00 or more which CPS purchased within the audit period. CPS indicated its
intention to review and more carefully attend to the implementation of its policies and
procedures relating to Title I property and equipment as well as to more closely monitor the
management and utilization of the property and equipment acquired for the provision of services
to Title I eligible students enrolled in private schools. CPS also indicated that it will include a
procedure for verification of the equipment inventory in their regular program monitoring
process and will train CPS personnel working with private schools in the correct methods for
recording, maintaining, transferring, and properly disposing of equipment purchased with Title I
funds. CPS will also ensure that equipment purchased for Title I classrooms in private schools
will be properly tagged with permanent labeling, and CPS will reconcile the equipment in the
nonpublic schools to their master inventory by June 30, 2002. (Attachments A and B)

ISBE agrees that uniform application by CPS personnel of the written policies and procedures
which CPS has in place for dealing with property and equipment purchased with Title I funds
would minimize the possibility of Title I property and equipment being lost, stolen, or used for
unallowable activities. ISBE will direct CPS to review its property and equipment policies and
procedures to ensure that those policies contain directives which better enable CPS to maintain
one uniform system of inventory procedures which are uniformly applied. CPS has indicated its
intention to provide training on the proper procedures for recording, maintaining, transferring,
and properly disposing of Title I property and equipment. ISBE will monitor to ensure that
training takes place. CPS has also indicated its intention to include a procedure for verification
of the equipment inventory as part of its regular program monitoring process, to ensure that Title
I equipment is properly taggcd.with permanent labeling, and CPS has indicated its intention to
reconcile the equipment in the nonpublic schools to their master inventory. ISBE will monitor to
ensure that those commitments are met by June 30, 2002.

7






[image: image3.jpg]Finding No. 3 CPS Could Not Clearly Show How Much It Budgeted for or Spent to
Operate Title I Programs at Each Private School

OIG Recommendations:

The Assistant Secretary for Elementary and Secondary Education directs ISBE to ensure that
CPS:

3.1 Revises its financial management system so it will permit CPS to clearly show the amount of
Title I funds and capital expenditures CPS spent to operate the Title I program at each
private school. At a minimum, CPS should account for all expenses, personnel and non-
personnel, based on the private school unit number.

3.2 Establishes effective budgetary control over Title I expenditures to ensure that money
budgeted is expended according to the established plans or program designs.

ISBE Response:

The OIG concluded that CPS’ accounting system was inadequate to account for Title I
instructional and non-instructional expenditures (capital expenses). The OIG found that CPS had
three different amounts budgeted for the Title I programs for private school students, did not use
capital expense funds solely for capital expenses incurred in providing services to private school
children, could not definitively state how much private school funds it had left over at the end of
the program year, and did not account for Title I personnel and non-personnel costs in a similar
manner.

CPS has described three different actions it has undertaken in order to be able to more clearly
show how much is budgeted and expended to operate the Title I program for eligible private
school students. CPS indicated that, for FY 2001, all non-instructional positions were transferred
out and correctly charged to the Title I capital expenses account; that, for FY 2002, CPS assigned
two (2) project numbers to separate appropriations and expenditures for Catholic and non-
Catholic schools; and, for FY 2003, CPS will establish a procedure whereby the individual
school Title I appropriations and expenditures for both personnel and non-personnel items will
be accounted for based on the private school number. (Attachments A and C)

ISBE agrees that CPS’ financial management system must provide an accurate, current and
complete disclosure of expenditures and that their accounting procedures must be sufficient to
permit the tracking of funds in order to establish that such funds have not been used
impermissibly.

ISBE will monitor budget management and program implementation to ensure that CPS
establishes effective budgetary control over Title I expenditures so as to ensure that funds are
expended in accordance with established plans and/or program designs.

ISBE will also closely monitor to ensure that CPS did transfer out and correctly charge all non-
instructional positions for FY 2001; that CPS did assign two (2) project numbers to separate






[image: image4.jpg]abpropriations and expenditures for Catholic and non-Catholic schools for FY 2002; and that, for
FY 2003, CPS will set up the individual school Title I appropriations and expenditures (for both
personnel and non-personnel items) to be accounted for based on the private school number.

ISBE expects that such revisions to CPS’ financial management system will enable CPS to more
clearly show the amount of Title I funds and capital expenditures spent to operate the Title I
program for eligible private school students.

Finding No. 4 CPS Could Not Provide Support for 35 Title I Transactions

OIG Recommendation:

4.1 The Assistant Secretary of Elementary and Secondary Education directs ISBE to require
CPS to provide supporting documentation for the 35 transactions or restore $447,741 to the
private schools pool of funding.

ISBE Response:

The OIG reviewed a sample of CPS’ Title I private school transactions for the period July 1,
1999, through June 30, 2000. From that sample, the OIG randomly selected and reviewed 560
from a universe of 13, 541 transactions. CPS was unable to provide supporting invoices or
purchase orders for 35 of the 560 transactions selected for review.

In response to this concern, CPS has provided supporting documentation for those 35
transactions. The documentation for 32 of those transactions can be found in Attachment A.
The documentation provided for the remaining three transactions can be found in Attachments C
and D.

ISBE understands and has reiterated with CPS the C.F.R. requirement that accounting records be
supported by appropriate source documents. ISBE will continue to monitor to ensure that such
source documents are maintained and available for review.

Finding No. 5 CPS Did Not Return All Title I Funds Spent for an Expense OESE
Determined Was Unreasonable

0OIG Recommendation:

5.1 The Assistant Secretary for. Elementary and SecOndary Education directs ISBE to require
CPS to restore an additional $7,050 (§188, 200 less $181, 150) to the pool of funds that
provide instructional services to private school students. '
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The OIG noted that between November 1999 and October 2000, CPS paid Millenia Consulting
$188,200 to conduct an evaluation study which the Office of Elementary and Secondary

- Education (OESE) found to be an unreasonable and unnecessary expense. In its January 10,
2001, monitoring report, OESE instructed ISBE to require CPS to restore $181, 150 of the $188,
200 paid to Millenia Consulting. Because the OESE found the Millenia Consulting study to be
unreasonable and unnecessary; all payments made by CPS to Millenia are unreasonable.
Therefore, CPS was required to restore the difference of $7,050 to the pool of funds that provide
instructional services to private school children.

CPS has provided documents to support its assertion that it has restored the amount paid to
Millenia Consulting in its entirety ($181, 150 plus $7,050 = $188,200).

ISBE has reviewed the documents submitted by CPS and has enclosed those documents (See
Attachment E) as part of this response.

OTHER MATTERS
Rank Ordering and Per Pupil Allocations
ISBE Response:

The OIG noted that CPS has conveyed its intention to address the issue of rank ordering for the
2002-2003 school year by working with private school administrators and affiliates to obtain
accurate poverty data according to an established timeline in order to gather and review poverty
data that fairly represents the number of children that qualify for eligibility under Title I
legislation and to include those children in the rank ordering process. CPS indicated its intention
to implement a procedure to identify, as a part of its rank ordering process, children who live in
Chicago but attend private schools outside of Chicago.

The OIG has expressed the opinion that OESE should ensure that ISBE approves CPS’ 2002-
2003 application for funding only after receiving assurances that CPS completed its rank
ordering according to the plan described above.

CPS has indicated that it received FY 2003 poverty data from its private school affiliates in
accordance with the agreed upon timeline and that it solicited and received poverty data
regarding children who live in Chicago but attend private schools outside the city. The results of
their efforts were summarized, communicated to the private school affiliates, and submitted to
CPS’ Office of Management and Budget on January 7, 2002 for ranking purposes. CPS has
provided a listing of the private schools outside the City of Chicago which were contacted to
obtain poverty data, an example of the letter which went out to those private schools, and






[image: image6.jpg]examples of the responses submitted in response to CPS’ request for poverty data (See
Attachment F).

ISBE will carefully review CPS’ 2002-2003 Title I application for compliance with all Title I
requirements and will not approve that application until such time as ISBE is assured that CPS
- completed its rank ordering in a manner consistent with the plan conveyed to the OIG.

Closing Statement

ISBE is grateful for the OIG’s support for its efforts to facilitate CPS’ compliance with the
requirements of Title I, Part A. We appreciate the opportunity to provide comments and
documentation which may be factored into the preparation of the OIG’s final audit report. We
hope the comments and documentation herewith submitted will prove beneficial. We are
available should there be the need for clarification or elaboration on any of the comments or
documents submitted.

Sincerely,

TRtem e
Mary Jayne Broncato

Deputy Superintendent
School Support

G Richard J. Dowd
Gary Whitman
Arme Duncan
Barbara Eason-Watkins
Eva Nickolich
John Maiorca
Marilyn Johnson
David Agazzi
Julie Bayoneto
Michael Burdeen
Sharon Roberts
Lynda Vaughn
Albert J. Holmes
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"\ il ATTACHMENT A
ﬂ W SMICAGO PUBLIG SCHOOLS
128 S Clark 81 10th Finne Chiaaga, lllinois 80803
% l‘k Telephone: (773) 553-14':4 * Fax (773) $63-2151
~ay UNiof Education Offioer
Jenuary 31, 2002

Ms. Mary Jane Brancato
Deputy Superintandent

8chool Support

Winois State Board of Education
100 North First Stroct
Springfeld, IL 62777 0001

Dear Ma. Broncato:
RE: AUDIT REPORT - CONTROL NUMRER ED-OIG/AD5-BOOS

Enclused is our responsc to the report issued by the Office of Inspector General, US.
Department of Education, in conjunction with the audit of Chicago Public Schools

\ administration of Title I, Part A, tunds to provide services to private school children during
the period July 1, 1999 through June 30, 2000.

If you have any qucstions, please call me at (773) 553-1444.

Slnclulyi ;Z‘

Leputy Chief Education Officer

CC: Dr. Sharon Ruberly
Dr. Lyrwda Vaughn

Children First

. merns L — ——— 1) (¢ e —————— Huem—
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_AUDIT REPORT-CONTROL NUMBER ED-OIG/A05-B0005
CPS ADMINISTRATION OF TITLE I, PART A, FUNDS FOR PROVIDING
SERVICES TO PRIVATF SCROOI. CAIL.DRFEN
JULY 1, 1999 THROUGH JUNE 30, 2000

RESPONSE:

Finding No. 1 - CPS did not conduct vearly progress assessments for Title ¥ Private
School Children

Concur. The adequate yearly progress (AY P) assessment concern has been an agendainthe
CPS meetings this year with the nonpublic school affiliate representatives. On July 12, 2001, a
task force composed of Chicagn Pubiic: Schools staff, Nonpublic School Affiliate

ives and U.S. Department of Education Region VII personnel met and agreed upon
the following definition for “Adequate Ycarly Progress” (v students in the nonpublic schools
[ASA Title [ programs.

Adequate vearly progress 1s met by a program that has demonstrated an increase in the
percentage of students mecting or exceeding state standards from one school year to the next.
Adequate yeatly progress means:

(1) the percentage of students not meeting state standards has decreased yearly,
(2) the percentage of students not meeting state standards is no more than 50% after 5 years;
(3) as measured by an appropriate standardized assessment instrument.

On January 10, 2002, CPS staff and Nonpublic School affiliate representatives discussed the
udequate ycarly progress requirement of IASA Title I and agreed on the following plan:

Plan for ‘Adequatc Ycarly Progress’
Title 1 — Private/Nonpublic Schools Participation
2001-2002

Pruvided below are the timclinc and goals for establishing udequate yearly progress of students
that participate in Title [ programs in the nonpublic schools.

The purpose of the assessment is three-fold: 1) to provide data as one detcrminant for
participation in Title | programs; 2) to assure that assessment is matched to the curriculum used
in the regular classroom so that Title I programs are supplementing the classroom curriculum;
and 3) to determine adequate yearly progress of students that participate in the Title I program.

Year 1 - Current Xcar (Startine Point)

Kindergarten — The tcacher will use the Fox in the Box asscssment beginning in
Kindergarten. This will provide dala specific t student progress at two intervals during the
year in reading only. Because 1t 1s too late to do this assessment at the beginning 0f 2002 year,
Title [ kindergarten students will take the Terra Nova-L10 assessment in the spring of 2002.
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JASA Title I students in all grades will take the Terra Nova assessment in reading and math
this year in April 2002. These scnres will constitute one determinant for student’s progress for
this ycar. The classroom teacher together with the Title I teacher will determine the placement
of children in the program for the fall.

High Schools. Since high schools usc a variety of assessment measures, the [ASA Title 1
students in high schools will take the Terra Nova assessment of reading and math each year in
the spring.

Year 2 - Forward

For the year 2002-2003, and all school yeurs thereafier, all students in Title I programs will be
assessed each year. Composites of these assessments will be completed by the Title I tcachers
and reported by school to determine the adequate yearly progress of participating students.
This will provide for a composite across grade levels for reporting of progress as generated in
reports by CTB-McGraw Hill. Each Title I teacher, in eollaharation with the classroom
tvachers, will providc cnd-of-the-year class lists by grade level with recommendations for
student learning following the review of the repurts. These recommendations should be
completed by the end ot the school year.

an ath
School Name: Title I Teacher:
Class/Grade List: Classroom Teacher:
Name Recommendations

Reports provided through use of Terra Nova to include:

Group List Repurl — Part |

Pertormance Level Summary, Fart 1 & II [Analysis of level of understanding]
Rank Order Report with Lexiles [Grades 1-12]

Assessment Summary, Part |

Objectives Report, Part

Report Male — Clarity

These teports should provide ample information for the ‘f1tle | teacher to make decisions about
adequate yearly progress, needs, and educational goals established in collaboration with the
classroom teacher. These reports should be completed in collahoration with the child’s
homeroom teacher and sharcd with the instructional leader of the school.

; TerraNova-CAT, Basi¢ Multiple Assessment, Reading, Language Arts, Mathematics at
appropriate levels, and Fox-in-the-Box. -
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AUDIT REPORT-CONTROL NUMBER ED-OIG/A05-RINKIS

CPS ADMINISTRATION OF TITLE I, PART A, FUNDS FOR PROVIDING
SERVICES TO PRIVATE SCHOOL CHILDREN

JULY 1, 1999 THROUGH JUNE 30, 2000

Finding No. 2 ~ CPS could not account for all Title I property and cquipment

Concur. With respect to Title | equipment and property located at the private schools that were
not on CPS’ master list, pleasc be advised that what the CPS provided to auditors was a listing
of equipment with a unit purchase amount of $500 or more that was purchased within the audit
period. The teacher equipment inventory records do not have any references as to purchase
date, dollar amount or funding source. The equipment on the leacher equipment inventory
could have been purchased outside the audit period, had a unit purchase cost less than $500 or
with non-Title [ funds. ~

Witli respest to Title I cquipment and property that was included on CPS® master list but was
not located at the private school, it is the unit administrator’s responsibility to inform the

- Bureau of General Accounting of asset disposals or transters in compliance with established
policies. Department of Funded Programs will ensure that this information is provided on a
timely basis. ‘

‘Yhe CPS will more closely monitor private schools receiving Title I fundiug for equipment for
adherence to established CPS policy. This will include, but is not lumited to, training CPS staff
in private schools in the correct methods to record, maintain, transfer or properly dispose of
equipment. Department of Funded Programs facilitators will include the verification of
eyuipment inventory in their program monitoring of the nonpublic schools.

Finding No. 3 — CPS could not clearfy show how much it budgeted for or spent to operate
the Title I Programs at each private school.

Concur. As these findings were brought to our attention, the following cotrective actions were
taken.

(1) For FY 2001, all noninstructional positions were transferred out and correctly charged to
the Tile I Capital Expense Project. The status report of Title 1 allocation and spending was
provided to the nonpublic school affiliates.

(2) For FY 2002, CPS assigned 2 project numbers to separate appropriation and expenditures
for Catholic and NonCatholic Schools as pooled. Alsn, the nonpublic school affiliates, on
an unguing basis, are provided with a report of status of Title I allocation and spending
based on the program design.

(3) For FY 2003, we will set up the positions for the nonpublic school personnel to be charged
in their corresponding assigned unit number with the check destination and reporting unit
still ius the respective public schools that takes care of their payroll and evaluation. The
individual school Title 1 appropriation and expenditures, [ur both personnel and
nonpersonnel, will be accounted for based on the private school number.
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AUDIT REPORT-CONTROL NUMBER ED-OIG/A05-B0005

CPS ADMINISTRATION OF TITLE I, PART A, FUNDS FOR PROVIDING
SERVICES TO PRIVATE SCIIQQL CITIILDREN

JULY 1, 1999 THROUGH JUNE 30, 2000

Finding Na. 4 — CPS could not provide support for 35 Title I transactions.

Enclosed are 32 of the 35 missing invoices. Due to the limited space in the curent favility, the
invoices being requested have to be pulled from outside storage areas.

Finding No, § - CPS did not rcturn all Title I funds spent for an cxpense OESE
determined was unreasonable.

The additional amount was restored in the pool of funds that provide instructional services to
Catholic schools Title I students and was used to fund the summer program implemented in
June 2001 to August 2001,

Other Matter

CPS received the FY 2003 poverty data from the nonpublic schools in accordance with the
reyuired timeline. CPS also sent poverty data request to nonpublic schools outside the district
within Cook County to provide a listing of students who are eligible for free and reduced lunch
and TANF, who are residents of Chicago, Responses were summanzed to enable
computerized matching of student addresses to the public school attendance area. The results
were comsmunicated to the nonpublic school affiliate representatives and submitted to the
Offive of Management and Budget on January 7, 2002 for ranking purposes.
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� Payments to Schools consisted of advances to private schools for admission fees and transportation of eligible private school children to Title I services or events.
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