
 

 

 

October 26, 2012 
 
 
Audit Committee of the Board of Directors and the Management 
Bronx Preparatory Charter School and Affiliate 
3872 Third Avenue 
Bronx, NY 10457 
 
 
In planning and performing our audit of the consolidated financial statements of Bronx Preparatory Charter 
School and Affiliate (the "Organization") as of and for the year ended June 30, 2012, we identified a 
deficiency in internal control over financial reporting (control deficiency). 
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A deficiency in design exists when a control necessary to meet the control 
objective is missing, or when an existing control is not properly designed so that even if the control operates 
as designed, the control objective would not be met. A deficiency in operation exists when a properly 
designed control does not operate as designed or when the person performing the control does not possess 
the necessary authority or qualifications to perform the control effectively. 
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement of the financial statements will not be prevented, or 
detected and corrected on a timely basis. 
 
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 
 
We have separately communicated to you, in our OMB Circular A-133 Single Audit Reports, an identified 
deficiency that we determined to be a significant deficiency. 
 
Following is a description of an identified control deficiency that we determined did not constitute a significant 
deficiency or a material weakness: 

 
Overpayments and Underpayments to the Substitute Teachers 

 
Observation 
 
Substitute teachers are paid $140 for a full day and $90 for a half day. During fiscal year 2012 audit, we noted 
that 1 out of the 8 substitute teacher payments we tested was overpaid by $100 due to incorrect computation. 
We also noted an instance whereby the check made to a substitute teacher was $600 less than the amount 
due to the teacher. Management represented that the substitute teacher was overpaid $600 in the prior 
period, but was not able to locate the previous check and timesheet for this substitute teacher.  
 
Recommendation 
 
We recommend that payment calculations for substitute teachers be performed on an excel spreadsheet. 
Such payment worksheet, along with the supporting time sheets should be thoroughly reviewed by a 
supervisory personnel for accuracy before payments are authorized. 
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We also followed up on the status of implementation of the corrective actions on the control deficiencies we 
identified in during our 2011 audit, as follows:  
 

Revenue Recognition 
 
Prior-Year Observation 
 
During the fiscal year 2011, the School received a $300,000 one-year grant from a certain foundation to be 
used to prepare students to graduate from high school and college. Of this amount, only $150,000 was 
recognized as revenue in the trial balance initially provided for our audit. The students graduated in June 
2011 and the donor fully paid the grant in July 2011. 
 
Corrective Action 
 
Management made the necessary adjustments to recognize the full amount of $300,000 as revenue in the 
2011 consolidated financial statements. No similar observation was noted during our 2012 audit.  
 
 

E-Rate Reimbursement 
 
Prior-Year Observation 
 
During the fiscal year 2011 audit, we noted that the School acquired telecommunications equipment 
amounting to approximately $50,000 through the E-Rate program. We noted that the School transferred 
approximately $38,000 of the equipment to Friends. The E-Rate program is intended to assist schools in 
obtaining affordable telecommunications and Internet access and, therefore, the accountability for any 
equipment acquired through this program should be retained by the School.  
 
Corrective Action 
 
Management made the necessary adjustments to properly recognize all equipment acquired through the E-
Rate program in the School’s books of accounts. Contributed computer equipment received through the E-
Rate program in fiscal year 2012 was accounted for and recorded as fixed assets.  
 
 

Cash Disbursements 
 
Prior-Year Observation 
 
During the fiscal year 2011 audit, we noted the following conditions during our test of cash disbursements: 
 

(a) The filing of invoices, cancelled checks and other evidence of payments appear not to be properly 
organized as indicated by the difficulty in finding supporting documents for selected transactions; 

 
(b) Cash disbursement vouchers are not consistently used, although the disbursement transactions that 

we tested have indications of approval; and 
 
(c) Checks used for cash disbursements are not in sequential order. Not using sequential check order 

can lead to unauthorized cash disbursements. 
 
Corrective Action 
 
The Organization strived to improve the filing system for disbursements/payment transactions and adopted a 
standard cash disbursement voucher where all the required sign-offs, cost allocations, and account codes are 
documented. Cash disbursement vouchers were consistently used throughout the year.  
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Procurement Policy 
 
Prior-Year Observation 
 
During the fiscal year 2011 audit, we noted that the Organization did not have a formal procurement policy 
and contract selection process in place. 
 
Corrective Action 
 
The Organization created a written Procurement Policy in fiscal year 2012.  
 
This communication is intended solely for the information and use of the audit committee, board of directors 
and management, and is not intended to be, and should not be, used by anyone other than these specified 
parties. 
 
We would be pleased to discuss these comments with you at greater length and assist you in the 
implementation of any of our recommendations should you so desire. 
 
We appreciate the cooperation and assistance we received during the course of our audit. 
 
Sincerely, 
 
 

 
New York, New York 






