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AUDIT OBJECTIVE 

 
Our objective was to determine whether the 
Sisulu-Walker Charter School of Harlem 
(Sisulu) has established and maintained an 
adequate system of internal control over the 
following areas of financial operations: 
financial oversight, disbursements and 
procurement, equipment and inventories, 
revenues, and personal services.   

 
AUDIT RESULTS - SUMMARY 

 
We found that Sisulu’s Board of Trustees and 
Victory, Inc., officials need to improve their 
oversight of the school’s fiscal operations and 
to strengthen compliance with the internal 
controls outlined in the school’s Financial 
Policies and Procedures Manual - particularly 
in the areas of disbursements, equipment 
inventory, revenues, and personnel services.  
 
We found that school officials did not always 
follow established policies and procedures 
when making disbursements.  For example, 
we noted that an unauthorized employee had 
signed the business manager’s signature on 
certain checks valued at $1,447 while the 
business manager was on leave.  Although 
these expenditures were for school items, 
checks should be signed only by authorized 
personnel.  In addition, we found that 
payments for certain purchases were split so 
the employees at the school could circumvent 
the required purchase order process. 
 
To account for equipment properly, perpetual 
inventory records should be maintained and a 
physical inventory performed at least once a 
year.  We found that Sisulu officials neither 
maintained a complete inventory listing nor 
conducted an annual physical inventory.  As a

result, our testing found that eight items with 
a total value of $10,628 were unaccounted 
for. 
 
If a student wishes to attend a charter school 
free of charge, the parents or legal guardians 
are required to reside within the district.  
Students who live outside the district may be 
able to attend such schools if the student’s 
family pays tuition.  We found that one 
student continued to attend Sisulu free of 
charge even though her parents had relocated 
to New Jersey from New York State.  The 
school had requested $17,670 in State aid for 
this student even though her parents now 
lived in another state.  In addition, we found 
that Sisulu officials failed to collect $3,415 in 
school lunch charges because they did not bill 
students’ parents in a timely manner.  
 
All personnel who work at the school should 
be fingerprinted and subjected to background 
checks.  However, we found that security 
personnel at the school had not been 
fingerprinted nor subjected to background 
checks.  
 
Our report contains seven recommendations 
for improving internal controls over financial 
management practices.  Sisulu and Victory 
officials generally agree with our findings and 
have agreed to make changes and address 
some of the issues we raised.  For example, 
they told us they will conduct additional staff 
training at the beginning of each school year 
and strengthen their purchasing processes.  
They also agreed to develop formal policies 
and procedures regarding equipment 
inventory.  
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This report, dated July 16, 2007, is available 
on our website at: http://www.osc.state.ny.us. 
Add or update your mailing list address by 
contacting us at: (518) 474-3271 or  
Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236 

 
BACKGROUND 

 
In December 1998, the New York State 
Legislature passed a law authorizing the 
creation of charter schools in the State. 
Known as the New York Charter Schools Act 
of 1998 (Act), this legislation authorized the 
establishment of charter schools as 
independent public schools governed by not-
for-profit boards of trustees and managed 
according to the terms of a performance 
contract, or “charter” that does not exceed 
five years.  Such schools provide 
opportunities for teachers, parents, 
community members, and not-for-profit 
organizations to establish and maintain 
schools that operate autonomously of existing 
schools and school districts. 
 
Established in August 1999, the Sisulu-
Walker Charter School of Harlem (Sisulu) is 
one of 48 charter schools currently approved 
by the State University of New York (SUNY) 
and chartered by the Regents of the State of 
New York.  Located in Manhattan (Harlem), 
the school offers instruction at the 
kindergarten through fifth grade levels.  
Under the Act, Sisulu is entitled to receive 
funding from local, State, and federal sources.  
Such funding includes per-pupil payments for 
general operating support, additional State 
resources for special education, No Child Left 
Behind Title 1 funds, and in-kind services 
from the New York City Department of 
Education (DoE).  During the school year that 
ended in June 2005, Sisulu had approximately 
230 students. 

 According to Sisulu’s financial statements, 
its total revenues for the fiscal years that 
ended on June 30, 2005 and June 30, 2006, 
were $2,875,202 and $2,839,892, 
respectively.  Total expenses were $2,736,488 
and $2,772,629, respectively, for the same 
periods.  Since Sisulu opened in 1999, 
Victory Schools, Inc. (Victory), a national 
corporation that manages public schools, has 
managed and operated the school.  Through a 
written agreement, Victory is responsible for 
all aspects of the management and operations 
of Sisulu and provides substantially all 
educational services to the School.  These 
responsibilities include: managing the 
business administration; managing all 
personnel and payroll functions; contracting 
for the provision of services; purchasing 
material, supplies and equipment; and 
providing or contracting for the provision of 
any other services.  In addition, Victory has 
signatory authority over all funds in the 
school’s checking account.  Under its Charter 
School Management Contract, effective July 
1, 2003, Victory provided its services on a pro 
bono basis.  Accrued management fees for 
services incurred under a 2001 agreement are 
being treated as a non-refundable gift to the 
school.  Beginning with the fiscal year ending 
June 30, 2006, the school was paying Victory 
a management fee of $1,000 per student. 
 
Sisulu conducts its academic and 
administrative activities in space rented from 
Canaan Baptist Church of Christ (landlord).  
Rental payments for the 2005-06 fiscal year 
were approximately $28,895 per month.  The 
school paid an additional $4,000 per month 
for utilities and also paid the landlord to 
provide full and part-time security staff.  
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AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Financial Oversight 

 
Board Oversight 

 
Like all of New York’s charter schools, 
Sisulu is governed by a Board of Trustees 
(Board). The Board’s eight members, who 
represent a variety of occupations, are elected 
for one to three-year terms and, according to 
Section 2853(1)(f) of the Act, have final 
authority for policy and operational decisions 
of the school.  We reviewed the minutes of 
the meetings the Board held during the 20-
month period of June 2004 through February 
2006.  The minutes indicated that the Board 
had discussed both academic and financial 
matters, including budgets and teacher 
salaries.  The minutes also show that some 
Board members were actively involved in the 
day-to-day operations of the school. 
 
However, we noted that attendance at some of 
the Board meetings barely met the 
requirement for a quorum.  In addition, we 
found instances where school officials did not 
always comply with their own policies and 
procedures. 
 

Annual Independent Audit 
 

According to Section 2854(1)(c) of the Act 
and Section V of Sisulu’s charter, a certified 
public accountant must conduct an annual 
fiscal audit of the school.  In addition, the 
State Education Department requires that all 
such audits be conducted in accordance with 
the government auditing standards issued by 
the United States Government Accountability 
Office.  
 
When we reviewed the work performed by 
Sisulu’s auditing firm, we found that it had 
performed the required annual audit.  In 

addition, we noted that the CPA’s reports 
indicated the audit was conducted in 
accordance with generally accepted 
government auditing standards and all 
required reports were provided to Sisulu. 
 

Disbursements and Procurement  
 

Disbursements 
 

Generally, most disbursements are made by 
Victory from their centralized bank accounts.  
To provide added flexibility, Victory created 
a school-based checking account for Sisulu, 
thus allowing the school to expedite 
purchases valued at $250 or less.  According 
to the school’s Financial Policies and 
Procedures (Manual), this account is to be 
used only to replenish a petty cash fund and 
for minor payments to vendors for goods and 
services.  It should not be used to pay 
employees’ salaries, wages, or bonuses; or to 
reimburse employees.  Checks from the 
account must be signed with just one 
signature - that of either the Principal or the 
Business Manager.   
 
We examined all of the 94 school-based 
checking account disbursements for the fiscal 
year that ended on June 30, 2005 and found 
that a secretary had signed the Business 
Manager’s name on nine checks with a total 
value of $1,447 while the Business Manager 
was on maternity leave.  Our review of these 
transactions disclosed that the expenditures 
were for school purposes; however, the 
secretary was not authorized to sign the 
checks.  
 
We determined that Victory’s management 
had been unaware of these unauthorized 
signatures until the Business Manager 
returned from maternity leave and reported 
that the checks had been issued in her 
absence.  The Principal told us that, in the 
Business Manager’s absence, there was no 
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other authorized signatory and she did not 
wish to be one of the persons approved to sign 
checks, therefore, she allowed the secretary to 
sign the checks. 

 
Procurement 

 
According to Victory’s procurement 
procedures, goods and services are to be 
obtained at the lowest possible price and 
vendors are to be paid in a timely manner, for 
approved purchases.  The Business Manager 
is authorized to make purchases that are 
valued at a maximum of $250.  The Principal 
is authorized to make purchases up to $1,000 
for a single purchase of goods and services.  
Purchases in excess of $1,000 must be 
approved by officials at Victory.  
 
To determine whether Sisulu officials had 
been complying with these procedures, we 
examined all of the school-based checking 
account expenditures for the 2005 fiscal year - 
a total of 94 checks amounting to $14,713.  
We found eleven instances, totaling $5,094, in 
which the Business Manager or the Principal 
apparently split purchase amounts to 
circumvent the need to obtain Victory’s 
approval.  
 
Victory’s management acknowledged that 
Sisulu officials had circumvented the proper 
authorization process by dividing purchase 
amounts, thus creating individual amounts 
that were under the level requiring 
authorization.   
 
 
 
 
 
 
 
 
 
 

Recommendation 
 

1. Monitor the school-based checking 
account, ensuring that all signatures 
on the checks are those of authorized 
signers and that the account is used in 
accordance with established 
procurement procedures. 

 
 (Sisulu and Victory officials agree 
 with this recommendation and have 
 reeducated all parties regarding proper 
 procedures.) 
 

Equipment and Inventories  
 
According to Sisulu’s financial statements for 
the fiscal years that ended on June 30, 2005 
and 2006, the total value of the school’s 
property and equipment was $339,298 and 
$362,752, respectively.  Net property and 
equipment, after accumulated depreciation, 
were valued at $113,261 and $77,877 
respectively, for the same periods. 

 
Sisulu’s Manual requires that school officials 
perform a physical count (inventory) of the 
school’s fixed assets, technology equipment, 
and curriculum materials at least once a year.  
In addition, these assets must be tagged or 
identified in accounting records by a control 
number.  Any changes in the status of these 
assets, such as damage, location changes, or 
removal, must be recorded on the school’s 
database.  
 
To determine whether Sisulu officials were 
complying with their inventory policies, we 
conducted interviews, examined financial 
records, and inspected assets.  We found that 
Sisulu officials had not performed an annual 
inventory since May 2004; nor had they 
properly tagged all their fixed assets and 
equipment, as required.  As a result, these 
officials could not account for all of their 
assets and equipment.  For example, we 
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attempted to locate a sample of recent 
purchases and could not locate the following 
items: 
 

Missing 
Equipment 

Purchase 
Date Cost 

Clock 9/04/01 $     801 

Compact Stereo CD 10/31/01        600 

Laminator 12/27/01     1,136 

5 laptop computers 2005    8,091 

Total Cost - $10,628 
 

Victory officials responded that Sisulu’s 
personnel routinely did not comply with 
directives to conduct an inventory count.  
However, this non-compliance with the 
school’s policies and procedures was never 
reported to the Board.  When we asked the 
Principal why an annual inventory had not 
been conducted, she replied that she was new 
to the school, having been there only since 
August 2005.  She added that she had focused 
on ensuring that the school was in shape to 
meet its academic mandates for the new 
school year, and thus did not have the time or 
resources to focus on performing an 
inventory.  She indicated that this would be 
done later in the school year.  
 
Victory officials agreed that an annual 
inventory of all assets, including the tagging 
of each item, is required.  They also agreed 
that Sisulu should account properly for asset 
loss or disposal.  They advised us that a 
physical inventory had since been conducted 
during the summer of 2006, and that physical 
inventories will now be done annually. 
 

Recommendations 
 

2. Maintain an accurate record of all fixed 
assets and equipment, including initial 

Recommendations (Cont’d) 
 
 purchase date, initial purchase 
 amount, and a description of each 
 item. 
 
3. Ensure that all inventory items are 
 tagged properly and inventoried 
 annually. 
 
 (Sisulu and Victory officials agree 
 with recommendations 2 and 3.) 
 

Revenues 
 

School Lunches 
 

Sisulu’s charter requires the school to 
maintain appropriate governance and 
managerial procedures and financial controls. 
These standards cover Sisulu officials’ 
collection of money from students for meals 
and other ancillary items.  Food service 
revenues amounted to $72,516 for the fiscal 
year that ended on June 30, 2005.  However, 
only $75 of this amount represented funds 
that were collected from students; the 
remaining $72,441 was provided by DoE.  
 
To determine whether Sisulu officials were 
collecting the proper amount of revenues for 
student lunches, we examined all lunch 
billings for fiscal year 2005.  We found that 
school officials had not collected $3,415 in 
overdue lunch charges that were owed on 
behalf of 62 students. Sisulu officials 
explained that they had failed to bill parents 
in a timely manner.  They contend that 
parents resisted when they were subsequently 
asked to pay the accumulated charges in a 
lump sum.  As a result, the school did not 
pursue collection efforts.  These charges are 
now considered to be uncollectible.  Victory 
officials advised us that Sisulu has since 
adopted a new method of collecting lunch 
charges.  This new method tracks the lunches 
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a student receives each week.  A bill is then 
mailed at the end of each month to the 
student’s home address.  They stated that this 
new method has resulted in increased 
collection of lunch receipts.  
 

Non-Resident Student 
 

SUNY’s Charter School Institute’s Counsel 
has advised us that, in general, a student must 
reside (be domiciled) in a district in order to 
attend one of the district’s public schools and 
a charter school within the district for free.  
However, a charter school may admit a 
student who lives outside the district 
providing the student pays tuition.  
 
We determined that the parents of a Sisulu 
student had relocated to New Jersey in 2003, 
while she was still in the third grade.  
However, the student was allowed to remain 
at Sisulu for an additional two years, until she 
had graduated from the fifth grade.  School 
officials told us they believed it was in the 
student’s best interest to continue at Sisulu 
before moving on to another school.  We 
acknowledge that it was reasonable to allow 
the student to complete third grade.  However, 
Sisulu officials then should have either 
allowed the student to transfer to her new 
home school district or billed her parents for 
the cost of the two additional years that she 
spent at Sisulu.  Instead, the school billed 
DoE approximately $17,670 - representing 
two years of per-pupil payments for this 
student’s education. 
 
Victory’s officials disagree with this finding. 
They contend that the student remained a 
State and district resident since she listed a 
New York City address as her home address.  
They contend that the student was living at 
that address with her sister, who was the 
student’s legal guardian.  They advised us that 
they had not notified the Board or the DoE of 
this new arrangement, contending that they 

would have done so if the school had 
possessed reasonable proof that the student 
had been living outside the district.  Neither 
Victory nor Sisulu officials could provide any 
documents to show that the student’s sister 
was her legal guardian or that she resided in 
New York City.  Victory officials agreed to 
reimburse the DoE for a portion of the per-
pupil payment if they cannot confirm that the 
student was, in fact, a New York City 
resident. 
 

Recommendations 
 
4.  Verify that the new system for 

 tracking lunch charges is fully 
 implemented and operating as 
 intended. 

 
5.  Ensure that parents are billed in a 

 timely manner for school lunch 
 charges and that delinquent 
 receivables are pursued, as 
 appropriate. 

 
  (Sisulu and Victory officials agree 

 with recommendations 4 and  5.) 
 
6. Obtain documentation verifying the 

residency of the student cited in this 
report.  In the absence of adequate 
support, refund to the DoE the per-
pupil payments that Sisulu received on 
behalf of this student while she was in 
the fourth and fifth grades. 

 
 (Sisulu and Victory officials disagree 

with this recommendation and state 
the student is no longer enrolled at 
Sisulu, but in another charter school in 
Harlem.  They contend she was a 
resident of New York State during the 
time in question.) 
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Personal Services 
 

Security Personnel 
 

Section 2854(3)(a-2)(i) of the Act states that 
“The board of trustees of a charter school 
shall require, for purposes of a criminal 
history check, the fingerprinting of all 
prospective employees …”  This requirement 
is intended to ensure that Sisulu employees or 
their agents pose no threat to the safety and 
well-being of the school’s students. 

 
During the course of the audit, we reviewed 
invoices from vendors, including the monthly 
rental charges and other associated charges 
from the school’s landlord.  Based on a rental 
agreement, the landlord provides full and 
part-time security staff for the school.  The 
names of the members of the security staff 
were not recorded on the invoices; we 
obtained their names when we reviewed the 
employee time records that supported the 
charges.  Sisulu and Victory officials, as well 
as a representative of the landlord, were 
unable to provide any proof that the security 
staff at the school were fingerprinted or had 
undergone background checks.  Victory 
officials contended that the staff was 
employed by the landlord, a church, and 
therefore are employees of neither the school 
nor Victory.  The landlord’s office manager 
advised that a security check might have been 
conducted on the one full-time member of the 
security staff when he was first employed in 
2001.  However, she added that 
documentation of that check could not be 
located.  The Office Manager contended that 
the part-time members of the security staff are 
senior citizens and church members, and are 
responsible only for church property.  
However, we noted that these part-time 
security staff often substituted for the full-
time guard and thus came in contact with 
students. 
 

Victory management agreed that all personnel 
who work at the school, whether they are 
employed by the school, Victory or the 
landlord, should be required to pass 
background checks and be fingerprinted.  
They added that all security personnel are 
now employees of the school and have been 
properly fingerprinted and have passed 
background checks.   
 

Recommendation 
 
7. Ensure that all individuals who come 

in contact with students at Sisulu, 
whether they are employed by the 
school, Victory, or the landlord, pass a 
background check and be 
fingerprinted. 

 
 (Sisulu and Victory officials agree 
 with this recommendation.) 

 
AUDIT SCOPE AND METHODOLOGY 

 
We conducted our audit in accordance with 
generally accepted government auditing 
standards.  We audited Sisulu’s controls over 
selected financial management practices for 
the period of July 1, 2004, through January 3, 
2007.  To accomplish our objective, we 
interviewed officials of Sisulu and reviewed 
applicable laws and policies and procedures 
related to the financial operations of the 
school.  We also examined the financial 
operating records of Sisulu and the work 
performed by the firm of certified public 
accountants engaged to audit Sisulu’s 
financial statements.  Our review also 
included Sisulu’s Financial Policies and 
Procedures Manual, which sets out criteria for 
financial practices.  
 
To determine whether disbursement, 
procurement, and contracting practices were 
in compliance with the Manual, we selected 
all 94 checks for the school-based checking 



 
 

 

 
 

 
Report 2006-S-52  Page 9 of 11 
 

account for the year ending June 30, 2006, 
and reviewed the supporting documentation.  
 
To determine whether payroll was processed 
accurately, we selected a sample of personnel 
transactions and tested the accuracy of the 
employees start dates and termination dates.  
We also tested the accuracy of salary changes 
and other transactions. 
 
To determine whether Sisulu was adequately 
safeguarding equipment items that were 
purchased in the absence of any inventory 
records, we judgmentally selected equipment 
listed on vouchers and attempted to locate 
these items at the school. 
 
In addition to being the State Auditor, the 
Comptroller performs certain other 
constitutionally and statutorily mandated 
duties as the chief fiscal officer of New York 
State.  These include operating the State’s 
accounting system; preparing the State’s 
financial statements; and approving State 
contracts, refunds, and other payments.  In 
addition, the Comptroller appoints members 
to certain boards, commissions and public 
authorities, some of whom have minority 
voting rights.  These duties may be 
considered management functions for 
purposes of evaluating organizational 
independence under generally accepted 
government auditing standards.  In our 
opinion, these functions do not affect our 
ability to conduct independent audits of 
program performance. 
   
 

AUTHORITY 
 
The audit was performed according to the 
State Comptroller’s authority under Article V, 
Section 1, of the State Constitution; and 
Section 33, of the General Municipal Law. 

 
REPORTING REQUIREMENTS 

 
Draft copies of this report were provided to 
Sisulu and Victory officials for their review 
and comments.  Their comments were 
considered in preparing this draft report. 
 
Within 90 days after the final release of this 
report, we request that the Chairman of the 
Board of Trustees of the Sisulu-Walker 
Charter School of Harlem report to the State 
Comptroller advising what steps were taken 
to implement the recommendations contained 
herein, and where recommendations were not 
implemented, the reasons why. 
 

CONTRIBUTORS TO THE REPORT 
 

Major contributors to this report were Kenrick 
Sifontes, Stephen Lynch, Tom Trypuc, Harry 
Maher, Orin Ninvalle, Danielle Marciano, and 
Sara Malkoukian. 
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