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Cherry Hill school district changes lauded

By BARBARA S. ROTHSCHILD
Courier-Post Staff 
While it awaits the results of a state investigation that began more than a year ago in search of waste and mismanagement, the Cherry Hill school district has been encouraged by an annual fiscal audit released in December that showed several significant improvements since the previous year.
The annual audit, required by law, was conducted by WISS and Co., LLP, headquartered in Livingston. It gave the district a clean bill of health on its governmental activities, business-type activities, major funds and other aggregate funds for 2008-09.
The WISS audit differs in scope from the one-time forensic audit on business operations and human resources commissioned by the school board in 2007. But it lauded improvements that had been made as recommended in the earlier study by consulting firm KPMG.
The 2008 study, conducted by the Swiss-based KPMG out of its New York office, had been suggested by Superintendent David Campbell after longtime business administrator Tom Redmond and budget coordinator Conni Spiegel retired in 2007. Looking at district expenditures for fiscal years 2005-06 and 2006-07, it cited 157 situations that pointed to a lack of effective internal controls, processes open to manipulation and procedures prone to human error.
Although the school board itself asked for the $197,000 KPMG study, the state Office of the Inspector General -- which deals with fraud, waste and mismanagement -- launched an investigation in July 2008, two months after the transitional study was delivered to the district.
OIG spokesman Vinnie Funelas would say only that the investigation is ongoing.
The latest WISS audit did not identify any deficiencies in internal control over financial reporting that were considered material weaknesses. That is an improvement over its 2007-08 audit -- its first in the district -- citing significant deficiencies in internal controls similar to the KPMG findings.
The latest WISS audit also found that the district corrected the deficiencies identified in its previous year's audit relating to insufficient maintenance of capital asset records and the lack of an encumbrance accounting system to prevent overspending.
"That really was a very big deal. Before you go out and buy anything, you need to have it on a purchase order. We had a lot of cleaning up to do for the last six months," said James Devereaux, assistant superintendent for business.
"Now, we have all our expenses covered much earlier in the (budgeting) process. It gives us better control of the overall budget and lets us make predictions for the end of the year," he said.
Because of better planning, the district was able to reserve $5 million from the 2008-09 budget to support the current budget. It also avoided an unrestricted surplus of more than 2 percent of the budget, which would violate state law.
Devereaux has gotten spending and other inefficiencies under control through a system of bulletin-board-size lists posted prominently on his office walls. Making a list of incurred expenses, for example, helps ensure they are covered early in the budget year.
This year's unrestricted surplus of $3.3 million is below the maximum 2 percent allowed. The general operation budget is $171.8 million.
"The 2008-2009 audit shows . . . the progress we have made toward our goal of fiscal efficiency and transparency. The report is especially impressive given the size of our district," Campbell said.
Cherry Hill is the 12th-largest school district in New Jersey, with 11,600 students and 1,700 employees.
The 2008-09 audit was completed more than a month earlier than the previous year's audit, largely because of district-implemented improvements in financial reporting and record keeping.
"They definitely improved quite a bit from the year before. The key thing that stands out is the serious attitude they take in making corrections. It's very refreshing," said Dave Gannon, the WISS partner in charge of the audit.
Devereaux said fiscal discipline allowed the district to meet costs that were unanticipated or higher than expected in 2008-09. Even though state revenue decreased because of New Jersey's pension deferral program, the Cherry Hill school board and administration chose not to defer and paid the district's 2009 obligation in full.
It was the ability to make better predictions going into the 2008-09 budgeting process that helped the district keep the school tax levy stable, Devereaux said.
"We are in better shape this year as we move into another difficult budget season. We moved $1 million into capital reserve and got a better bond rating," he said.
The KPMG report identified worrisome areas that were not part of the WISS audit but triggered a district response that WISS took into account when writing its report.
The KPMG report cited "possible questionable" district payments such as $1.4 million to 299 workers paid more than 30 days after their termination dates. It also cited apparent security risks, such as failures to change locks on safes when employees with the combinations left the district and the lack of a disaster-recovery plan for business-operations and information-technology systems.
"We took care of the internal control problems KPMG alluded to, implementing a new financial system and new software," Devereaux said.
The WISS auditors' management report on administrative findings, conducted under procedures set by the New Jersey Department of Education, contained nine recommendations -- down from 35 in 2007-08.
Devereaux said the recommendations were minor and have all been implemented. They included strengthening verification of vacation and sick time paid to retiring employees, ensuring supervisors sign off on overtime before it is paid, and setting an annual budget for employee travel.
"Our business office worked very hard to . . . get a clean audit. Taxpayers can feel good that the money they are asked to give the district is being handled appropriately," said board member Steve Robbins, who chairs the business and facilities committee.
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