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In response to the draft audit report, we received comments from the Illinois State Board 
of Education (ISBE) and CPS.  The ISBE and CPS generally concurred with the 
recommendations from the draft audit report and informed us that they will or have taken 
corrective actions.  We made changes to the report based on the comments we received 
(See Appendix A).  Also as a result of those comments, we now are recommending (1) 
the ISBE conduct an independent assessment of CPS Funded Programs’ procurement and 
payment process (See Recommendation 1.1), and (2) restoration of $1,075 to the pool of 
funds available for Title I services to private school students (See Recommendation 2.1). 
 
 
Finding No. 1  CPS Could Strengthen Controls to Ensure It Gets the Best Prices 

for Property and Equipment  
 
During the period July 1, 1999, through June 30, 2000, CPS did not obtain the best prices 
available for property and equipment used to provide Title I services to private school 
students.  We reviewed a judgmentally selected sample of invoices for property and 
equipment CPS purchased for its Title I programs from NSS and compared those prices 
with quotations for like items (covering the same period) we obtained from the 
manufacturers.  We limited our review to the invoices NSS submitted to CPS for 
payment.  We did not consider any invoices NSS may have received from its suppliers.  
Based on this review, we concluded that CPS paid between 22 and 41 percent more than 
it would have paid if it had purchased like items directly from the manufacturer. 
 
Office of Management and Budget (OMB) Circular A-87, Attachment A (C)(2), defines 
reasonable costs for state and local governments as any costs that do not exceed that 
which would be incurred by a prudent person under circumstances prevailing at the time 
the decision was made to incur the cost.  Reasonableness of given costs can be 
determined by, among other factors, the market prices for comparable goods and 
services.  According to 20 U.S.C. § 6321(a)(3), educational services and other benefits 
for private school children shall be equitable to services and other benefits for public 
school children participating in Title I programs. 
 
The Chicago Board of Education requires its public schools to follow the Strategic 
Sourcing Initiative.  Instead of requiring the same purchasing procedures that public 
school Title I programs must follow, CPS relied on the private schools to obtain price 
quotations for property and equipment.  Though a CPS central office employee2 had to 
approve all purchases,  CPS did not establish effective controls over purchases made for 
the Title I programs for private school students.  CPS did not require purchase orders and 
NSS invoices showing sufficient detail so that CPS’ Funded Programs staff could 
determine if other items and services were included in the price of computers.  Without 
such controls, less money was available to purchase equipment, property, and services for 
private school students who were participating in the Title I programs.  CPS also ran the 
risk that it was not providing equitable services to the private school students.  During the 

                                            
2 Funded Programs, Purchasing Department, or both. 
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period July 1, 1999, through June 30, 2000, CPS purchased approximately $197,000 in 
property and equipment from NSS.  By establishing controls to ensure it obtained the best 
prices, CPS would have been able to save between $43,000 and $81,000 during the audit 
period.  It could have used these savings to purchase additional property, equipment, and 
services for other Title I programs for private school students. 
 
When we brought this matter to her attention, CPS’ former Director of Funded Programs 
informed us that her office was considering the following actions: 
 
♦ Consider pre-qualified vendors/consultants for needed services by the nonpublic 

schools for their federal programs; 
♦ For major purchases over $10,000, three price quotations will be requested for 

comparison; 
♦ For purchases over $10,000, request for quote or strategic sourcing vendor will be 

used; 
♦ Meet with CPS Department of Purchasing to discuss procedures to pre-qualify 

consultants providing professional services exceeding $5,000; 
♦ Utilize CPS strategic sourcing vendor for applicable requisitions with consideration 

on compatibility of the product to the needs of the private school; and 
♦ Use vendors with historically proven records with the public schools for related 

programs. 
 
If enhanced (as described below) and effectively implemented, the policies CPS is 
considering will reduce the risk of not obtaining the best prices from vendors.  They also 
would provide reasonable assurance that CPS has policies for purchasing property and 
equipment for Title I programs for private school students that are equitable to those it 
uses for its public school Title I programs. 
 
Recommendations: 
 
We recommend that the Assistant Secretary for Elementary and Secondary Education 
direct the ISBE to: 
 
1.1 Conduct an independent assessment of CPS Funded Programs’ procurement and 

payment process.  The purpose of the assessment should be to ensure Funded 
Programs’ process is sufficient for identifying billing irregularities and ensuring 
prices are reasonable; the assessment also should compare the procurement and 
payment process CPS Funded Programs uses for Title I programs for private school 
students with the Title I public school processes it uses, and, if possible, explain how 
the different processes are equitable; 

 
1.2 Require CPS to enhance its purchasing policies to ensure purchase orders and 

invoices include greater detail and specificity so Funded Programs staff can 
determine all property, equipment, and services included in the prices; and 
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1.3 Monitor CPS to ensure it consistently follows written policies and procedures 
designed to improve its use of Title I funds to purchase property and equipment. 

 
Auditee Comments 
 
The ISBE received an explanation from CPS stating that the amount for the computers 
purchased from NSS included services, such as installation, software, and delivery, in 
addition to the cost of the computers.  CPS informed the ISBE that it will require invoices 
with greater detail and specificity to better identify items and services provided for the 
Title I programs for private school students.  The ISBE stated that it will review the 
extent to which CPS consistently follows written policies and procedures for purchasing 
property and equipment. 
 
OIG Response 
 
The purchase orders and invoices that we reviewed did not specify that NSS would 
provide additional items or perform additional services.  Further, the Title I program 
designs we reviewed did not indicate that NSS would provide any services in addition to 
the property and equipment.  We made minor changes to this audit report based on the 
ISBE’s and CPS’ comments.  We also added a recommendation that the ISBE confirm 
CPS’ assertions by conducting an independent assessment of Funded Programs’ 
procurement and payment process. 
 
 
Finding No. 2  CPS Could Improve Controls Over Approving Professional 

Development 
 
For $1,075, NSS provided a training course on Microsoft ™ Excel and related materials 
to teachers and school aides at one of the private schools we visited.3  Through a 
discussion with the private school principal and a review of the purchase order and 
invoice, we determined that the training neither assisted the private school teachers and 
school aides in identifying at-risk students nor provided the teachers and aides with the 
skills necessary to address participating students’ needs.  Therefore, we do not consider 
this course either reasonable or necessary.  When we brought this issue to their attention, 
CPS officials informed us that they discussed the training with NSS.  NSS stated that the 
training helped teachers and aides identify at-risk children.  However, CPS officials told 
us they did not accept NSS’ claim, and the purchase order and invoice we reviewed did 
not contain sufficient information to support NSS’ claim. 
 
Pursuant to Sections 1119(c)(1) and (2) of the Act, a local educational agency is required 
to provide high-quality professional development that will improve the teaching of 
academic subjects in order to enable children--in this case, private school children 
receiving Title I services through CPS--to meet challenging performance standards.  First 
                                            
3 As part of this audit, we visited six private schools and two public schools at which CPS 
operated Title I programs.  See the Audit Objective, Scope and Methodology section of 
this report. 
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and foremost, professional development activities must support instructional practices 
geared to challenging content standards.  Also, Office of Management and Budget 
Circular A-87, Attachment A (C)(1)(a), states that all costs charged to the program must 
be "reasonable and necessary" for the purposes of the program. 
 
CPS’ Funded Programs staff did not properly monitor requisitions submitted for 
professional development.  Additionally, CPS’ Funded Programs staff did not review 
thoroughly invoices NSS submitted.  The funds used to provide non-essential 
professional development training to private school personnel could have been used to 
train teachers and aides in areas that would have a direct influence on the teachers’ 
abilities to provide specialized instruction to the students needing Title I services. 
 
Recommendations: 
 
We recommend that the Assistant Secretary for Elementary and Secondary Education 
direct the ISBE to: 
 
2.1 Instruct CPS to restore, from non-federal sources, to the pool of funds available for 

providing Title I services to private school students, the $1,075 it paid for the training 
course and related materials.  If CPS cannot restore and use the $1,075 for Title I 
services to private school students within time limitations described in 20 U.S.C. § 
1225(b) , ISBE should repay the $1,075 to the Department; and 

 
2.2 Monitor CPS to ensure Funded Programs staff review all requisitions submitted for 

professional development and their related invoices carefully.  Professional 
development activities must be evaluated by the Funded Programs staff to ensure the 
training will provide Title I teachers, aides, or accepted personnel with training that 
will directly benefit the children participating in the Title I programs. 

 
Auditee Comments 
 
CPS informed the ISBE that the training course was intended to help its Title I teachers 
and aides and private school teachers in contact with Title I eligible private school 
students record information and track students’ progress.  CPS further stated that, even 
though the course may not have directly addressed the needs of the students served, the 
course was related to Title I data gathering requirements that must be done.  CPS agreed 
that it needed to review requests for professional development courses prior to delivery of 
services and ensure the content coincides with the Title I guidelines.  The ISBE stated 
that it would review appropriate documentation to ensure CPS adherence to its 
commitment to have Funded Programs personnel review and approve proposed 
professional development activities prior to the delivery of services. 
 
OIG Response 
 
Based on the auditee’s comments, the course still appears to be non-essential and 
contrary to the law.  We made minor changes to the finding and revised the 



Ms. Mary Jayne Broncato – Page 6 of 20 

FINAL AUDIT REPORT    ED-OIG/A05-B0024 

recommendation to direct the ISBE to instruct CPS to restore the costs related to the 
course. 
 
 

OTHER MATTERS 
 
During the period July 1, 1999, through June 30, 2000, CPS' private schools Title I 
teachers and aides completed purchase orders improperly.  The teachers and aides did not 
charge the appropriate budget categories for purchases made with Title I funds, and did 
not follow written policies and procedures established by CPS’ Purchasing Department.  
As a result, CPS was not in compliance with the standards for financial management 
systems set forth in 34 C.F.R. § 80.20. 
 
Pursuant to 34 C.F.R § 80.20(a), a State must expend and account for grant funds in 
accordance with State laws and procedures for expending and accounting for its own 
funds.  The procedures of the State and its subgrantees 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 applicable statutes. 
 
During the audit period, when CPS teachers and aides requested items from different 
budget classifications, they were to complete separate requisitions.  If teachers and aides 
submitted a requisition with a list of items from different budget classifications (or object 
codes), CPS treated the items as if they were from the same object code.  CPS’ Program 
Cost Control system would not allow the costs from one invoice (or requisition) to be 
separated into different object codes.  In such situations, CPS included the whole amount 
under one budget classification.  CPS’ new computer system should allow CPS to 
separate costs from the requisitions and invoices submitted and allocate the expenditures 
to the appropriate budget classification categories. 
 
We suggest that CPS ensure that its new computer system allows it to classify all 
purchases in such a way that Funded Programs can easily trace expenditures to a level of 
detail sufficient to ensure compliance with applicable statutes.  CPS could also consider 
ensuring its Title I teachers and aides follow written policies and procedures.  Finally, the 
ISBE could consider reviewing CPS’ new system to ensure it is in line with the State’s 
laws and procedures for expending and accounting for State funds and confirming that 
CPS is ensuring its Title I teachers and aides follow written policies and procedures. 
 
Auditee Comments 
 
CPS reiterated its assertion that its new system will resolve the budget classification 
problems and allow for easy comparison of actual with budgeted expenditures.  CPS also 
said it provided training for its Title I teachers and aides to make them aware of their 
responsibilities.   
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OIG Response 
 
Based on our understanding of CPS’ new financial management system, CPS’ actions 
should be adequate.  Its new system should permit the tracing of funds to a level of detail 
sufficient to determine compliance with Title I law.  We suggest the ISBE review CPS’ 
new system to ensure it complies with the State’s laws and procedures and confirm that 
CPS ensures its Title I teachers and aides follow written policies and procedures. 
 
 

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 students living in high-poverty areas.  The Title I program provides formula grants 
through state educational agencies to local educational agencies to assist low-achieving 
children meet the State’s curriculum and student performance standards in core academic 
subjects. 
 
Local educational agencies 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 that are to be provided to private school children under the program include, but 
are not limited to (1) instruction and services provided in the private school, other public 
and privately owned 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. 
 
A local educational agency 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 any religious organization providing those services. 
 
CPS, in coordination with private school representatives, developed a yearly program 
design for each Title I program for private school students.  CPS’ Funded Programs staff 
evaluated and approved each program design.  Each private school, in coordination with 
the CPS Title I teacher or aide, had the freedom to choose a vendor to provide property, 
equipment, or services to the Title I program only if that vendor had been pre-approved 
by the Chicago Board of Education.  NSS, a licensed corporation in Illinois, had been 
approved to conduct business with the Chicago Board of Education.  During the period 
July 1, 1999, through June 30, 2000, CPS used $619,712 in Title I funds to purchase 
instructional materials; supplies; professional services; seminars, fees, and memberships; 
repair and maintenance services; and equipment from NSS. 
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AUDIT OBJECTIVE, SCOPE AND METHODOLOGY 
 
The objective of our audit was to determine if CPS properly used Title I funds to 
purchase property, equipment, and services from NSS during the period July 1, 1999, 
through June 30, 2000.  To achieve our objective, we interviewed Funded Programs, 
Purchasing Department, and Accounting Department personnel.  We also reviewed CPS’ 
written policies and procedures covering property maintenance and purchasing, 
accounting transactions recorded during the audit period, purchase orders and invoices 
(submitted by NSS) for property and equipment CPS purchased from NSS, and program 
designs for public and private schools.  We reviewed support4 for 106 randomly selected 
accounting transactions (totaling about $337,000) from a universe of 304 transactions 
(totaling about $650,000) recorded during the audit period.  We also contacted three 
manufacturers and obtained price quotations on property and equipment like that CPS 
purchased from NSS during the period July 1, 1999, through June 30, 2000.  Finally, we 
visited two public and six private schools where we interviewed the Title I staff and 
conducted an inventory of the Title I equipment. 
 
To achieve our audit objectives, we relied in part on computer-processed data contained 
in CPS’ computerized accounting system (Program Cost Control system).  We assessed 
the reliability of this data by comparing a sample of accounting transactions with source 
documents (purchase orders and invoices NSS submitted to CPS).  Based on these 
comparisons, we concluded that the computer-processed data were sufficiently reliable to 
be used in meeting the audit’s objectives. 
 
We conducted our field work at CPS’ administrative offices located at 125 S. Clark 
Street, Chicago, Illinois, selected public and private schools, and our regional office in 
Chicago from April 12, 2001, through August 3, 2001.  We discussed the results of our 
audit with CPS officials on August 3, 2001.  We conducted the audit in accordance with 
government auditing standards appropriate to the audit’s scope. 
 
 

STATEMENT ON MANAGEMENT CONTROLS 
 
As part of this audit, we did not assess the adequacy of CPS’ system of management 
controls applicable to its administration to the Title I programs as a whole, because it was 
not necessary to achieve our audit objective.  Instead, we limited our assessment to CPS’ 
management controls over accounting for Title I funds used to purchase property, 
equipment, and services.  Because of inherent limitations, an assessment made for the 
limited purpose described would not necessarily disclose all material weaknesses in 
management’s controls.  However, our assessment disclosed weaknesses in CPS’ 
management controls over purchasing and accounting for purchases that adversely 
affected CPS’ ability to administer Title I funds.  These weaknesses and their effects are 
discussed in the Audit Results and Other Matters sections of this report. 

                                            
4 We limited our review to the invoices NSS submitted to CPS for payment.  We did not 
consider any invoices NSS may have received from its suppliers. 
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