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AGENDA ITEM: Compliance Matters — Omega Schools, Inc.

Issue

Omega School, Inc.’s (“Omega”) fiscal year 2012 audit identified the charter holder’s failure to comply with
financial record retention requirements, failure to comply with the Uniform System of Financial Records for
Charter Schools, failure to comply with student attendance record retention requirements, and failure to comply
with state unemployment requirements. A corrective action plan (CAP) was requested, but as of the writing of this
report, the charter holder has failed to submit a sufficient CAP to the Board. Additionally, Omega has failed to
submit to the Board all of the required documentation to change its charter representative.

Fiscal Year 2012 Audit CAP
Omega’s fiscal year 2012 audit identified the following issues, which required the submission of a CAP:

e Qualified Opinion — The audit indicated a qualified opinion of the financial statements because of the
nature of the charter holder’s records. Specifically, the auditors’ report refers to the audit firm being
unable to obtain complete records supporting the charter holder’s accounts payable balance stated at
$634,278 as of June 30, 2012. In communications with the audit firm subsequent to the audit’s
submission, Board staff was informed that the qualified opinion was the result of the combination of
three findings:

o The audit firm noted that “significant quantities” of deposits, invoices, and payroll registers were not
on file (see also “Financial Record Retention” below).

o The audit firm noted that the subsidiary accounts payable detail does not tie to the control.

o The audit firm noted that the charter holder recorded expenses on a cash basis.

e Financial Record Retention — As indicated above, the audit firm noted “significant quantities” of deposits,
invoices, and payroll registers were not on file. Specifically, 30 of 60 invoices, 12 of 15 deposits, and 3 of 6
payroll registers sampled were not on file. A similar issue was identified in the fiscal year 2011 audit.

e Segregation of Duties — Due to the limited number of personnel performing accounting functions, the
audit firm indicated that the charter holder does not have adequate segregation of duties.

e Attendance Record Retention — The audit indicated that the charter holder was unable to provide teacher
attendance registers for 7 of 10 students tested.

e State Unemployment — The audit indicated that the charter holder has elected the state unemployment
reimbursement option and has unpaid liabilities to the Arizona Department of Economic Security.

Omega’s charter contract requires it to comply with the Uniform System of Records for Charter Schools or
USFRCS.

The following communications have occurred with the charter holder regarding the audit CAP:

e On May 2, 2013, Board staff emailed a letter to the charter representative, Dr. Patricia Bassett, asking the
charter holder to submit a CAP by June 1, 2013 (see “b. ASBCS May 2, 2013 Letter” in portfolio).

e Since no response had been received, on June 6, 2013, Board staff sent an email to Dr. Bassett indicating
that our office still had not yet received the audit CAP.

e OnJune 7, 2013, Dr. Bassett emailed Board staff indicating that she had spoken yesterday with the
auditor, who was going to provide additional information to her, but would be out of the office until June
12, 2013. Board staff granted an extension to submit the CAP until June 21, 2013.

e OnlJune 24, 2013, Dr. Bassett submitted the charter holder’s response to the Board’s May 2, 2013 letter
(see “c. Omega June 24, 2013 Response”).

e Onluly 1, 2013, Debra Petersen replaced Dr. Bassett as the charter representative.

e OnJuly 18, 2013, Board staff sent an email to Ms. Petersen. Board staff’s initial email sent on July 18t
included an incorrect deadline date of “Friday, August 12, 2013”. Ms. Petersen was asked to disregard
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that email and was provided a new email with the correct date. The July 18" email stated, in part:
“On May 2, 2013, the Board sent the prior charter representative a letter requiring a corrective action
plan due to issues identified in the fiscal year 2012 audit. On June 24" the prior charter
representative submitted a response. The response provided does not satisfactorily address the
information requested in the Board’s May 2™ letter. Please review the Board’s May 2™ letter and the
corrective action plan submitted on June 24" (both attached) and see if there is anything you would
like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal year
2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits. Please
provide your response by Friday, August 9, 2013. After your response is received, staff will review
both responses and determine the next appropriate step.”

Since no response had been received, on August 16, 2013, Board staff sent an email to Ms. Petersen

indicating that our office still had not received the requested information.

On August 18, 2013, Ms. Petersen responded that she had received the email to “please disregard email”

after she had sent her email indicating she would respond. Based on the misunderstanding, Board staff

sent an email on August 19, 2013, asking if the response could be provided by Friday, August 30",

On September 11, 2013, Board staff received an email from Dr. Bassett stating that Omega’s board wants

“to review all correspondence from you to Debra Petersen regarding the 2012 audit ASAP”. On

September 11", Board staff sent Dr. Bassett and the members of Omega’s board the correspondence

related to the fiscal year 2012 audit CAP. In a cover letter, Board staff stated that if a CAP is not received

by Monday, September 30, 2013 that sufficiently addresses the matters from the fiscal year 2012 audit,

then the charter holder may be placed on the Board’s October agenda for possible disciplinary action.

As of the writing of this report, no additional information has been provided by the charter holder.

Communications (without attachments) referenced above other than the Board’s May 2, 2013 letter and Omega’s
June 24, 2013 response may be found in “d. Other Audit Communications”.

Charter Representative

The charter representative is the person appointed by the charter holder to act on the charter holder’s behalf
with the Board and to be the primary contact for all communications. In early September, Board staff learned that
the charter representative currently on file with the Board is no longer associated with Omega. The following
communications have occurred with the charter holder regarding the change in charter representative:

On September 6, 2013, Debra Petersen provided Board staff with a copy of the letter she provided to
Omega’s board, resigning her position as charter representative. (A copy of Ms. Petersen’s email and
letter may be found in “e. Other Charter Representative Communications”.)

On September 11, 2013, as part of the letter sent regarding the audit CAP, Board staff noted that Omega
does not currently have a charter representative and provided information about submitting the Charter
Representative Notification Request. A copy of the request form was provided with the letter.

On September 17, 2013, Board staff sent an email to Dr. Bassett and the Omega board members
regarding submitting the Charter Representative Notification Request. The email included a copy of the
request form.

On September 23, 2013, Dr. Bassett provided Board staff with a copy of Board minutes and a copy of the
fingerprint clearance card for Patricia Keech.

On September 24, 2013, Board staff sent an email to Dr. Bassett and Ms. Keech detailing the specific
documents that Omega must still provide in order for the notification request to be processed.

As of the writing of this report, Omega has failed to submit to the Board the information specified in the
September 24, 2013 email to amend its charter contract to reflect the change.

Communications (without attachments) referenced above may be found in “e. Other Charter Representative
Communications”.
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Board Options
Option 1: The Board may approve withholding 10% of the charter holder’s monthly state aid apportionment. Staff
recommends the following language for consideration: | move to find Omega Schools, Inc. is in noncompliance
with state, federal and local laws and its charter contract for its failure to comply with financial record retention
requirements, failure to comply with the Uniform System of Financial Records for Charter Schools, failure to
comply with student attendance record retention requirements , failure to comply with state unemployment
requirements, and failure to request an amendment of its charter to reflect its change in charter representative.
The withholding shall continue until compliance is demonstrated through:

e The submission of the corrective action plan requested in the Board’s May 2, 2013 letter; and

e The submission of an administratively complete and substantively complete Charter Representative

Notification Request.

Option 2: The Board may decide to take no action at this time.
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Phoenix, AZ 85009

May 2, 2013 Phone: (602) 364-3080

Fax: (602) 364-3089

Patricia Bassett
Omega Schools, Inc.
8632 W. Northern Ave.
Glendale, AZ 85305

Dear Patricia Bassett:

The Arizona State Board for Charter Schools (Board) has reviewed your fiscal year 2012 audit package. The Board
utilizes this information as one of several tools in determining compliance with your charter contract. The audit also
serves as a valuable tool to charter operators in identifying a school's strengths and weaknesses.

The audit package identified one or more material weaknesses and significant deficiencies at the school that need to
be addressed to be in compliance with Generally Accepted Accounting Principles (GAAP) and your charter contract. In
addition, the compliance questionnaire identified weaknesses (signified by "no" answers) at the school that should be
addressed in order to comply with certain laws and regulations. Please refer to your fiscal year 2012 audit package
for the specific deficiencies and begin the process of correcting them as soon as possible.

In addition, a corrective action plan is required to be submitted to the Board because your audit identified a
qualified opinion on the financial statements, weaknesses in internal control related to financial record retention
(repeat) and segregation of duties, and issues of noncompliance with attendance record retention and state
unemployment requirements. The specific requirements are listed below by area with associated deadlines. Further,
the audit identified an issue involving employment eligibility verification.

Qualified Opinion

The audit indicated a qualified auditor's opinion of the financial statements because of the nature of the charter
holder's records. Specifically, the auditors' report refers to the audit firm being unable to obtain complete records
supporting the charter holder's accounts payable balance stated at $634,278 as of June 30, 2012, which is included in
the liabilities in the statement of financial position and expenses in the statement of activities. In communications
with the audit firm subsequent to the audit's submission, Board staff was informed that the qualified opinion was the
result of the combination of Findings 2012-2, 2012-3 and 2012-4. In Finding 2012-2 the audit firm "noted that
significant quantities of deposits, invoices, and payroll registers were not on file". [Please also see the "Financial
Record Retention (Repeat) section of this letter.] In Finding 2012-3, the audit firm noted that the subsidiary accounts
payable detail does not tie to the control. In Finding 2012-4, the audit firm noted that the charter holder recorded
expenses on a cash basis, which represents a departure from GAAP. The issues found in Findings 2012-3 and 2012-4
were also identified in the fiscal year 2011 audit. By June 1, 2013, please provide a written explanation for why this
occurred and a description of how the charter holder has changed its internal processes to ensure the completeness
of accounts payable. As part of the explanation regarding the changes made to internal processes, the charter holder
should minimally address changes made related to the matters identified in the three findings referenced above.
Please note that in accordance with the Board's Audit & Compliance Questionnaire Follow-up Matrix, this information
may be disclosed at an upcoming Board meeting for possible disciplinary action.
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Financial Record Retention (Repeat)

For the second year in a row, your audit identified weaknesses in internal controls relating to the retention of
financial records. As indicated above, the fiscal year 2012 audit noted "significant quantities of deposits, invoices, and
payroll registers were not on file". Specifically, 30 of 60 invoices, 12 of 15 deposits, and 3 of 6 payroll registers
sampled were not on file. As you may recall, the charter holder was required to submit a corrective action plan
because a similar issue involving only supporting documentation for non-payroll cash disbursements was identified in
the fiscal year 2011 audit. As part of the 2011 corrective action plan received in fiscal year 2013, the charter holder
stated that invoices are filed by date within the vendor file and after the annual audit, records are maintained in
accordance with state records retention requirements. In addition to any information submitted as part of the
qualified opinion response [see above], by June 1, 2013, please provide the following:

e The date the fiscal year 2011 corrective actions were implemented.

e The specific steps the charter holder has taken since receiving its fiscal year 2012 audit to ensure that
supporting documentation for each entry in the charter holder's accounting records is available for the auditor
to review for the fiscal year 2013 audit. In the response, minimally, please make sure to address each area
identified in the fiscal year 2012 audit (invoices, deposits and payroll registers).

¢ Confirmation that you have read the Board's policy, "Audit & Compliance Questionnaire Follow-up Matrix"
(http://asbcs.az.gov/pdf/Audits/2008%20Audit’%20Documents/Audit%20Matrix%202008%20Revision%20FINAL. pdf).

Further, please be advised that because of the repeat violations, requests to amend your charter for the purposes of
expansion will be placed on hold until compliance is demonstrated. This includes increasing the enrollment cap,
adding sites and adding grade levels.

Segregation of Duties

Finding 2012-6 identified weaknesses in internal control relating to segregation of duties. The charter contract
requires the charter holder to follow standard internal control. This would include segregating duties to reduce the
likelihood that error, mismanagement or fraud will go undetected and to safeguard assets. Please submit in writing
by June 1, 2013, what the charter holder has done to address this issue so that it does not recur in the future.

Attendance Record Retention
The audit indicated that the charter holder was unable to provide teacher attendance registers for 7 of 10 students
tested. By June 1, 2013, please provide the Board with the following:

o Confirmation that you have read ADE Guideline & Procedure EX-34 (http://www.azed.gov/wp-
content/uploads/PDF/EX-34.pdf) and the Student Records portion of the General Retention Schedule for
School Districts and Charter Schools (http://www.azlibrary.gov/records/school.cfm).

¢ An explanation as to why this occurred and the steps the charter holder has taken to address this issue so
that it does not recur in the future.

State Unemployment
The audit indicated the charter holder has elected the state unemployment reimbursement option and has unpaid
liabilities to the Arizona Department of Economic Security (ADES). By June 1, 2013, please provide the following:

e The amount owed as of June 30, 2012 and April 30, 2013 to the ADES.

« If applicable, evidence of any payments made to the ADES since the audit report's release towards the amount
owed. Evidence would include, for example, bank statements showing electronic fund transfers or copies of
canceled checks.

o A copy of the approved payment plan with the ADES. If a payment plan has not yet been approved with ADES,
please provide an update on the charter holder's efforts to finalize a payment plan.

o A written statement reflecting the changes the charter has made to its procedures to ensure that future
amounts are submitted timely to the ADES.

Employment Eligibility

In addition, your audit indicated that -9 forms were missing for 1 of 6 employees sampled. Pursuant to federal law,
all U.S. employers must verify the employment authorization of all workers they hire regardless of the worker's
immigration status and document this through the completion and retention of Form 1-9 (Employment Eligibility
Verification Form). Additionally, under Arizona law (The Legal Arizona Workers Act) employers may not hire any
"unauthorized alien" as an employee or independent contractor and must use the federal government's E-Verify
program to check the employment eligibility of every new employee hired after December 31, 2007. For additional
information on the Form [-9, please visit the U.S. Department of Homeland Security website at www.dhs.gov. For
additional information on Arizona's Legal Arizona Workers Act, please visit the Attorney General's website at
http://www.azag.gov/LegalAZWorkersAct/FAQ.html#whattocomply. This information is provided to remind you of your
obligations to comply with federal and state laws and your charter contract. While no written response to the Board
is required at this time, you are expected to comply with these obligations. Moreover, if the noncompliance is
identified for a second time as defined by the Board's Audit & Compliance Questionnaire Follow-up Matrix, a
corrective action plan may be required.

Lastly, repeat deficiencies were identified in your fiscal year 2012 audit that were not addressed from your last
audit.

Board staff will review the fiscal year 2013 audit to identify whether these deficiencies have been corrected. Repeat
issues in the 2013 audit could result in the necessity of a corrective action plan and/or other action as deemed
appropriate by the Board.

NOTE: Please note that the Board's processes for five year interval reviews and charter renewal include
historical financial, contractual and legal compliance. Therefore, issues identified through the annual audits will
be considered by the Board and may adversely affect the Board's decision regarding a charter holder's request
for charter renewal.

Except as indicated above, this letter does not address student attendance reporting issues identified through your
audit. Those issues will be reviewed by the Arizona Department of Education.
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In August 2012, the Board adopted a Financial Performance Framework, which uses information from the annual audit
reporting packages to evaluate a charter holder's financial performance. Please note that a charter holder's financial
performance will be considered by the Board during five-year interval reviews, when making decisions about
eligibility for expansion, in considering whether to renew the charter contract, and at other times when the Board
makes decisions related to a charter holder's academic and/or operational performance. The financial framework and
related guidance are available on the Board's homepage (http://asbcs.az.gov).

If you have any questions or concerns, please feel free to contact me at (602) 364-3106.
Sincerely,

Andrea Leder
Government & Financial Services Manager

Date Sent

05/02/13

Go to top

http://online.asbcs.az.gov/email/review/14070/0[6/6/2013 7:01:47 AM]



http://asbcs.az.gov/

http://asbcs.az.gov/

http://www.synapsestudios.com/

http://www.synapsestudios.com/



		az.gov

		Review Email






Andrea Leder

From:

Sent:

To:

Cc:

Subject:
Attachments:

Importance:
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Andrea Leder
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OMEGA 2012 RESPONSE TO AUDIT FINDINGS

2013 Audit Charter Board 001.pdf; ADLpdf
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Please let us know if you need further documentation and/or clarification.
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Arizona State Board for Charter Schools
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Governmental & Financial Services Manger
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Phoenix, AZ 85009

Qualified Opinion

Management Response and Corrective Action Plan:
It appears that the audit left out critical information.

Omega secured a contract from ADI, recommended by Yunk, CPA for the 2012
school. I chose to surrender the SI grant and cooperate with the investigation
conducted by ADE. ADE requested changes be made to the general ledger.
Someone in the offer told the Executive Director that Omega was suing them.
They stop performing duties May 2012. When they audit began, they had nothing
ready for the audit. We did not get a copy of the QuickBooks ledger, so we all had
to build the financials from bank statements, checks and paper copies of
information from ADL. (Attachment #1)

July 2012, Omega hired a Business manager, credentialed with an accounting
degree. T was clear that individual could not hit the ground running and was
terminated by the campus dean.

Yunk gave me referrals for two accounting firms to assist. I called and secured a
contract with PinPointe Accounting in Tucson. (Attachment #2)

Finally, the Dean we hired, who allegedly met HQ qualification for the SI grant,
and the attendance/assessment clerk took financial records from the office.
(Attachment #3)

No payroll ledgers were missing as indicated. The auditor wanted fo see the
operator's initials on the journals. It was not possible given the medical
circumstances. This is the first request on this matter. In the future the new
operator will review and initial all entries. (Attachment #4)

Auditor's Recommended Corrective Action

Corrective action: The School needs to recreate the balance of accounts payable
as of June 30, 2012. In order to accomplish this task, the School must first adjust
the balance of Accounts Payable to zero by recording a journal entry (or a
combination of entries for each vendor) offsetting Unrestricted Net Assets.
Secondly, the financial manager should contact each vendor with whom the School
had an unpaid balance at June 30, 2012 and request a statement of activity for the
period from June 30, 2012 through the current date. Using this information
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obtained directly from its vendors, the School should record invoices in the
QuickBooks accounting system for the outstanding balance owed to each vendor as
of June 30, 2012. Special care needs to be taken to ensure the completeness of
these entries, as some of the outstanding balances have existed for several years
and do not relate to recent activity. Once the June 30 balances have all been
recorded, the financial manager should proceed to verify all invoices for the
current fiscal year are also recorded. Finally, all payments to these vendors should
be matched to the invoices for which the payment was authorized. If this is done
properly and maintained on an ongoing basis, the school will have an accurate
opening balance and closing balance for FY2013. It is also important that the
School keep frack of its other asset and liability accounts and performs regular
balance reconciliation procedures to ensure the accuracy of all balances on its
statement of financial position

Financial Record Retention (Repeat)

Management Response and Corrective Action Plan:

Payroll records were on file. The auditor did not remove this finding because he
already sent a revised audit without the benefit of an exit audit inferview. I
submitted the documentation and subsequently spoke with him by phone. He
stated he payroll documents did not have an initial signoff. Since we have a third
party vendor for payroll, there is a quality check process before the scan
documents are released.

Other repeat documents, I presume were from the SI grant in the previous year.
Because original decuments were taken from the office by the guditor and not
returned until 6/13, we did not have the time to review the walidity of the
remaining findings. (Attachment #4)

There is an experience charter school business manager starting 7/1/2014.

Segregation of Duties
Finding 2012-6 identified weaknesses in infernal control relating to segregation of
duties.

Management Response and Corrective Action Plan:

We agree with this finding. The factual mitigating circumstances is the previous
Dean, attempted to close the school by getting staff to resign, calling parents fo
take their children out of school, having feachers to send students home, and
undermining the transportation services he secured of a personal friend. The
school was financially damaged in a manner in which it could not employ the
additional staff.





A new Superintendent and Experienced Charter School Business manager has been
hired effective July 2013. In addition a request was made for two individuals to
review the documents linked in your letter, as will I. (Attachment #7)

Attendance Record Retention
The audit indicated that the charter holder was unable to provide teacher
attendance registers for 7 of 10 students tested.

Management Response and Corrective Action Plan:
The Attendance/Assessment clerk aligned herself with the former Dean. Both
were terminated December 5™, 20012.

Although the new business manager has charter experience, I requested they
review the two documents (links) referenced in your letter with me. (Attachment

#7)

State Unemployment

The audit indicated the charter holder has elected the state unemployment
reimbursement option and has unpaid liabilities to the Arizona Department of
Economic Security (ADES).

Auditor's Recommended Corrective action:

The School should proactively address unemployment claim notifications to
evaluate their appropriateness and to determine if sufficient cause exists to
appeal the claim. Appeals should be filed at the earliest possible opportunity in
order to be considered by ADES. In the event a claim is upheld by ADES, the
School should pay the resulting liabilities within the time frame described by
ADES in its claims notifications. An additional option available to the School is to
begin participating in the State Unemployment Insurance program so that the
School does not incur any additional liability from unemployment claims made in the
future. The School must contact ADES if it wishes to begin participation.

Management Response and Corrective Action Plan:

Omega is working with ADES to address the damages of the former Dean and
Attendance/Assessment Clerk. ADES will investigate this matter. (Attachment
#6)

Plans are being made to convert to a PEQ system.

Employment Eligibility

In addition, your audit indicated that I-9 forms were missing for 1 of 6 employees
sampled. Pursuant to federal law, all U.S. employers must verify the employment
authorization of all workers they hire regardless of the worker’'s immigration





status and document this through the completion and retention of Form I-9
(Employment Eligibility Verification Form).

Management Response and Corrective Action Plan:
We acknowledge this clerical error.

Plans are being made to convert to a PEO systems to eliminate the possibility of
this happening in the future.

Respectfully submitfed,

‘Q’JWL, 0. (D assTt
Patricia A. Bassett
Superintendent/Operator Emeritus

Enclosures: Attachments 1-7
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December 5, 2011 Aﬁﬁc/f{ WNEGAL /
Patricia Bassett
President/CEQ
Omega Schools
8632 W. Northern Ave.
Glendale, AZ 85305
©623-776-2069
drbassett@omegak12 com

Subject: Business and Financial Sefvices Proposal
Dear Patricia,

ADI Business Solutions is proposing a complete solution for your Business and Financial Full Service
needs. ADI Business Solutions has the combined resources that will ensure your needs will be fully met.

As discussed, ADI Business Solutions will handle your back office, accounting and financial reporting
requirements for FY12. This would include all of the attached services listed in our “Scope of Services”.

Based upon your current enroliment and needs, ADI Business Solutions would propose an annual fee of
$45 600 or $3,800.00 2 month (6 months) for a total of $22,800.00 for the remainder of FY12. We will bill
Omega Schools on the 1st of each month, payment due to ADI by the 15th of the same month. We will
also charge a one-time QB set up fee of $600.00. If services start in December 2011 we will pro-rate the
monthly rate depending on start date.

If you are in agreement with our proposal and would like us to begin working towards processing
December 5, 2011, piease sign the agreement and return fo our office to the address lisied above. ADI
is prepared to start your Business and Financial Full Services needs as soon as possible.

We are looking forward to working with you and your team on this fiscal year.

Sincerely, - -
'/-"' /
P =

i

Claudina Douglas
Chief Business Officer \‘\,
S

| am in agreement of this proposal:

A 0 Bz 2]

Patricia Bassett Date
President/CEQ
Omega Schools
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Pinpointe Accounting Services, PC
7341 E Tanque Verde Rd

Tucson, AZ 85715
520-795-7505

February 11, 2013

To:  Dr. Patricia Bassett, Superintendent
Omega Schools

From: Sherri Odom, CPA, President
Pinpointe Accounting Services, PC

RE: Proposal for Accounting Services

Thank you for the opportunity to submit a proposal to provide accounting services for Omega Schools. QOur proposed
services are as follows:

Description of our services (utilizing QuickBooks through Go to My PC.com remote access):

e Record payroll into QuickBooks from payroll registers (registers are provided by outsourced payroll
service).

Record all missing disbursements including checks and debits.

Record credit card transactions, if needed.

Record deposits as needed.

Perform monthly bank account and merchant statement reconciliations.

Prepare necessary adjusting journal entries.

Adjust beginning balances as needed.

Review bond statements and make entries as needed.

Prepare financial reports including the Balance Sheet and Income Statement for upcoming audit.

® © & & o © @ ¢

Rate: Hourly fee $75.00
Billing Terms: Payment due upon completion of work. Estimated completion time equals one week (40 hours).

Thank you for considering Pinpointe Accounting Services, PC. If you have any questions, please feel free to call me
at 795-7505 or email me at pinpointeinc@aol.com.

Approved:

Dr. Patricia Bassett, Director Date Sherri Odom, CPA Date
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s Littler Mendelson, PC
I EI Camelback Esplanade
2425 East Camelback Road

l/;'.? {7
Employment & Labor Law Solutions Worldwide Suite 900
Phoenix, AZ 85016

Sarah Silvester
March 13, 2013 : : 602.474.3620 direct

602.474.3600 main
ssilvester@littier.com

Eric J. Pawlak
3116 W, Matthew Dr.
Phoenix, Arizona 85027

Re:  Omega Schools
Dear Mr. Pawlak:

Omega Schools ("Omega”) retained this firm to represent it in reminding you of your continuing
obligations to Omega induding, but not fimited to, immediately returning its property and
ceasing interfering with Omega’s educational and business endeavors. Please direct all
guestions to my attention.

First, although your employment with Omega terminated on December 4, 2012, you have failed
to return several of its items, including the following:

Computer;

All Highly Qualified Teacher Employee Forms;

Sign-in Forms for Personal Development Agendas;

Achievement Forms;

Fire Marshall Documentation;

Legal Documents, including any unemployment benefit claims; and
Any Other Omega Property Still in Your Possession and/or Control.

Promptly return this property to Mr. Bruce Frankie by no later than March 22, 2013. You may
reach Mr. Frankie_ to coordinate the return of the items at 602-980-5176.

Your continued failure to properly and voluntarily return Omega’s property will force Omega to
take additional administrative and legal actions against you. Indeed, your unauthorized control
over Omega’s property violates Omega policy as well as Arizona civil and criminal law.
Specifically, Omega School’s Employee Operation Manual sets forth:

At the beginning of employment, employees must inventory all
materials. Likewise, when an employee’s employment is
concluded with Omega, the employee is required to return to the
Instructional Dean or designated supervisor all instructional
material, keys, attendance logs, grades, student assessments,
curriculum guides/manuals, computer software, thumb drives and
lesson plans that belong to Omega. If the above equipment or

littter.com





Eric Pawlak
March 13, 2013
‘Page 2

data is not returned, Omega has the right to take disciplinary
action which may include the deduction of the value of the
materials from the final check. Also, theft charges may be filed
with the local law enforcement officials.

In addition, certified employees are referred to the Arizona State
Board of Education Investigation Unit for unprofessional conduct.
If proven, the Arizona State Board of Education has the right to
revoke, not issue or not renew certification.

Further, your continued control over Omega’s property with the intent to deprive Omega andfor
interfere with its right to control the property violates Arizona law and may be prosecuted by
either the government or Omega Schools. See A.R.S. § 13-802; see also Miller v. Hehlen, 104
P.3d 193, 203 (Ariz. Ct. App. 2005). Moreover, Omega will be forced to report your conduct to
the Arizona State Board of Education, potentially having a detrimental impact on your
certification. Consequently, to avoid any further legal and administrative actions in this matter,
you must promptly return the above-listed Omega property by no later than March 22, 2013.

Second, we have received information that you are making defamatory and false comments
about Omega, Dr. Bassett and other school officials. For example, you have falsely told
parents, Omega staff and vendors that Omega is closing. We cannot allow you to recklessly
“spread false rumors regarding Omega and defrimentally interfere with the educational services
it provides to the community. Consequently, you must immediately cease making any
defamatory and false statements concerning Omega, Dr. Bassett and any other Omega
personnel. In addition, you must cease any and all contact with Omega personnel (with the
sole exception of contacting Mr. Frankie to retum Omega's property), vendors or anyone else
related to Omega. Your failure to immediately cease and desist improperly interfering with
Omega will result in Omega taking further legal action against you.

We trust that this letter will serve to remind you of your ongoing obligations to Omega and that
you will immediately cease and desist from all activities that improperly interfere with Omega
Schools and return any and all Omega property including, but not limited to, the specific above-
listed items. Please feel free to contact me if you have any questions.

Sincerely,

Firmwide:119026165.1 075726.100_0
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Patricia Bassett ( ‘

From: Darin Guthrie, CPA [darin@yunkcpa.com]
Sent: Tuesday, June 11, 2013 9:41 AM

To: Patricia Bassett

Subiject: Re: MISSING PAYROLL - MARCH 2012
Follow Up Flag: Follow up

Flag Status: Completed

Just to clarify, according to the workpaper GP5.5 Payroll Review, a red "N" was shorthand to indicate that the
payroll register was present, but we were not able to verify that the register had been reviewed as part of the
payroll process.

Some further explanation: in organizations with significant payroll expenses, we believe that management needs
to review each payroll after it is processed to confirm that the payroll was correctly processew;ﬂiéfgéﬁipe B
provider in order to reduce the risk thaf an error might have been made but might not be detected and corrected
o a timely basis. The performance of such a review should bé indicated in some manner that allows usto
confirm the review occurred at approximately the time that payroll was processed. Most of our clients indicate
they reviewed payroll by having the person performing the review signing their initials with the date on the
payroll register to indicate that they found no errors. In many cases, unfortunately, a review may be performed
but there is no verifiable evidence of the review, leaving us unable to confirm that it occurred. If you are aware
of evidence of this review having been performed, such evidence would mitigate the finding.

Darin Guthrie, CPA

Yunk & Guthrie, CPAs, PLLC
2016 East Broadway Blvd
Tucson, AZ 85719

Office 520-207-4518

Fax 520-207-4591

she s s e e sk ke o sbode ke s sk s st skl sfesfesieafe st sl et ok el R soRok R R sieafe s ok g o ko e e el ke ke delob bk Rk R Rk R

Ta ensure compliance with requirements imposed by the IRS, Yunk & Guthrie, CPAs, PLLC informs you that, if any advice concerning one or more U.S. Federal tax issues 1s
contained in this communication (including any attachments), such advice is not intended or written to be used, and cannot be uscd, for the purpose of (i) avoiding penalties under
the Internal Revenue Code, ot (ii) promoting, marketing or recommending to another party any transaction or matter addressed herein. If this email is not intended for you, or you
are not responsible for the delivery of this message to the addressee, please note that this message may contain Yunk & Guthrie, CPAs, PLLC Privileged/Proprictary Information.
In such a case, you may not copy or deliver this message to anyone. You should destroy this message and kindly notify the sender by reply email. Information contained in this
message that does not relate to the business of Yunk & Guthrie, CPAs, PLLC is neither endorsed by nor attributable to Yunk & Guthrie, CPAs, PLLC.
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On Tue, Jun 11, 2013 at 10:22 AM, Darin Guthrie, CPA <dariniyunkcpa.com> wrote:
Dr. Bassett,

Our understanding is that there are two pay periods each month. Are you saying there was no payroll for the
second half of March? That is extremely unusual and certainly begs further explanation.

Darin Guthrie, CPA

Yunk & Guthrie, CPAs, PLLC
2016 East Broadway Blvd
Tucson, AZ 85719
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Patricia Bassett

From: Darin Guthrie, CPA [darin@yunkcpa.com]

Sent: Tuesday, June 11, 2013 8:13 AM

To: Patricia Bassett

Cc: epenn@omegaschoolski2.net

Subject: Re: PLEASE RETURN ORIGINAL NOTEBOOK DOCUMENTS

I have the notebooks. I will be working in the Gilbert area on Thursday but I do not know how late I will be
working. How late will the campus office be open for me to deliver the notebooks? Is there an alternative
location I can deliver the notebooks if it is later than the office is open, perhaps a residence?

Darin Guthrie, CPA

Yunk & Guthrie, CPAs, PLLC
2016 East Broadway Blvd
Tucson, AZ 85719

Office 520-207-4518

Fax 520-207-4591

e s o e s st s ok s e st o sk sk oo sk s ofe st oo e s e s st s s e sl sl o ool s st sk o stk sk sk sk sl afeok skl sttt sfe st sl sl st ook sl sl e stesf sfofof skl

To ensurc compliance with requirements imposed by the IRS, Yunk & Guthrie, CPAs, PLLC informs you that, if any advice concerning one or more U.5. Federal tax issues is
contained in this communication (including any attachments), such advice is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under
the Internal Revenue Code, or (ii) promoting, marketing or recommending to another party any transaction or matter addressed herein. If this email is not intended for you, or you
are not responsible for the delivery of this message to the addressee, please note that this message may contain Yunk & Gathrie, CPAs, PLLC Privileged/Proprietary Information.
In such a case, you may not copy or deliver this message to anyone. You should destroy this message and kindly notify the sender by reply email. Information contained in this
message that does not relate to the business of Yunk & Guthrie, CPAs, PLLC is neither endorsed by nor attributable to Yunk & Guthrie, CPAs, PLLC.
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On Mon, Jun 10, 2013 at 10:42 AM, Patricia Bassett <drbassett@omegaschoolsk12 net> wrote:

In March you reviewed items contained in several notebooks from Ms. Penn. According to Ms. Penn, those
notebooks have not been returned. She was unaware that you would be taking them from the campus.
Otherwise, she would have made copies of anything you requested. These notebooks are needed for the 5-year
review of that federal grant.

When can she have those notebooks back?
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Doby Elementary Schnol Ous;s High School
DATE:  May 28,2013
FROM: Dr. P.A. Bassett, Superintendent Emeritus =
TO: Ms. Flora Anzures g
RE: EMPLOYER NO: 4634780
REQUESTFAX ED TO: AZ DEPT OF ECONOMIC SECURITY
§02-532-5538

| request a detail copy of the benefits for each claimant for the foliowing tax collection quariers:
201174
20121
201212
20123
2012/4
20131

| raquest the following information for the following reasons. | nieed to work with the Apeal Office on this matter. |
informed someone verbally and | thought in wriing regarding my medical leave. | also iold various individuals |
spoke with that | was not recelving your information. (1 included documentation from my medical team. ] | stili ry fo
take care of legal matters betwesn 5:30 am and 11:45pm.

During this time, all important documents were not given to me. The Board temminated the Dean and an associate
on 12/5/2013. We suspected that one or both of these indviduals received documents and did not forward them to
me. During a Hearing on 4112/13 the following Appeal was conducled:

Appeal #1396918-001

Idargaret Fizamo: $5# 583-30-1982

Administrative Law Judge: Tom Bums

Hearing regarding the timeliness of the appeal which was initial 53112

During this hearing it was established that Mr. Eric Pawlak was hired as the school Dean. However, sincebems
mtﬁ}esta!utcwagem hece:ﬂd nm sxgnany Iegd documents. Neither had authorization to open mai

gl 4 (rani 2 Mr. Pawizk admitted be and "Anita Hunt, hssass:sr,am"
openedaﬂ magf Hea&'ﬂﬁadﬁw!meyrmeﬁeddmmls and "allegedly” placed them in my mail box. However
he did not. Neither had authorization fo open mail.

Omega retained legal counsel requesting several documenis. He did not respond by phone or in wiiting to
counsel, although the comespondence was mailed to the same address on file with DES. (A copy of that lefter is
also included in this request). The Arizona State Charter Board, parents, students, teachers and counsel
confirmed Mr. Pawlak' intent to ham the school.

Finally, the school needs to review and file appropriate request with the Appeals Office. Without this information,
we cannot proceed to the next step. Piease be advised since their departure, the schools recsives your

comespondence! Ms. Linda McKee wil testify under oath that she scanned all important mail to me before 125112

After that Ramona Garza will tesfify under oath, she scanned all mail o me.

This matter is serious enough that it warrant further action. The school intends to file appropriate charges with the
appeals office and other appropriale agencies, as necessary.

Enclosed: Hedical team Letiers (3 pages)

312513t stter From Counsel requesting documents {2 pages)

b L aeotemd





Patricia Bassett

Ut chment &

From:
Sent:
To:

Cc:
Subject:

Importance:

Patricia Bassett [drbassett@omegaschoolsk12.net]

Monday, June 24, 2013 8:04 AM

'Claudia Ramos'

‘debrapetersen@omegaschoolsk12.net’

PLEASE RSVP THAT YOU HAVE READ THE ATTACHED DOCUMENTS

High

Please confirm that you have read the following documents. Please jot down any questions you may have when we

meet.

Confirmation that you have read the Board's policy, "Audit & Compliance Questionnaire Follow-up Matrix"
{http://asbcs.az. gov/pdf/Audits/2008%20Audit%20Documents/Audit%20Matrix% 202008 %20Revision%20FINA

-.pdf}.

Confirmation that you have read ADE Guideline & Procedure EX-34 (htip.//www.azed.gov/wpcontent/
uploads/PDE/EX-34 pdf) and the Student Records portion of the General Retention Schedule for






1553 W. TODD DR.
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5 1 : TEMPE, AZ 85283
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TOLL FREE BBB3.940.75382
FAX 480.214.3270
ﬁ : WWW.ADIBIZ.NET

SCOPE OF SERVICES

Contractor shall provide the following services to School:

1. Provide accounting services, in accordance with legal and industry standards, that include the
following accounting functions.

* Recording, in detail, of all transactions in a computerized accounting system, when processed.

* Preparation and recording of journal entries and monthly maintenance of the general ledger
according to accepted accounting standards.

¢ Reconcile primary bank and investment accounts to general ledger monthly or upon receipt of
statements. _

* Maintain fixed asset schedules based on information supplied. Record capitalized assets. Record
related depreciation and amortization in the general ledger and reconcile.

*  Generate selected financial reports monthly, based upon data provided, to include information
such as: detailed account activity, bank register activity, summary of budget, expenditures and
encumbrances by account, cash balances, payroll register (for periods when payroll is processed
by ADI), revenues, and all general ledger account balances.

e Advise and assist School staff on proper accounting and record-keeping procedures upon
request, as needed.

= * Provide financial data, as needed, for federal, state and other financial reporting purposes.
*  Provide assistance in School compliance with accounting-related legal and audit requirements as
needed.

* Provide guidance on compliance with USFRCS and other state and federal regulations and
accounting requirements, as needed.
* |nsure accounts are GAAP compliant.

*  Provide monthly estimated payment schedules at or about the 1st of the month based on your
ADM46-1, SPED 28 and ELL membership.

e Remote printing to your office of A/P, payroll checks and other reports as needed.
* Provide up to date balances each time we process APs, Payroll, Receipts, etc. via secondary
register.

2. Provide payroll processing services that include the following functions.
* Review account coding of submitted personnel action requests (PAR).

e Calculate and process payroll and payroll related payments according to the established
schedule based on information submitted by authorized School representatives.

= Generate payroll register for signature by authorized School representatives.
*  Prepare all required payroll reports for submission to federal and state agencies

»  Prepare and submit electronic payroll, payroll tax reports, payroll tax deposits and ASRS or 401K,
as authorized by the School.

s Preparation and filing of Forms W-2.
*  Generate selected reports to support payroll and payroll related payment processing.
* Set up payroll direct deposits for staff.

*  Prepare Quarterly Reports as required to include EFT as need (electronic fund transfer) for
= payments for AZ Dept. of Economic Security, AZ dept. of Rev. and form 941.
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3. Provide services that include the following.

e Assist in the forecasting of revenues, salaries and other expense requirements for all areas of the
budget for current year based on analyses of the needs, resources and objectives of the School.

* Provide proposed, adopted and revised annual budgets on the proper forms to the School for
review, approval, and submission to the state.

* Prepare annually Notification of Publication on the proper State form and submit via upload to
ADE once the proposed budget is approved.

*  Work with the School’s designee to monitor the status of all budgets.

= Assist in reporting all other state, federal and other financial reports associated with the School.
Includes assistance in the preparation of the Annual Financial Report as required by the state’s
Department of Education. Not to include those filings, which are deemed corporate (i.e., income
tax, non-for-profit applications, corporate and S.E.C. reports).

» Advise and assist in proper budgetary, accounting and internal controls.

*  Assist the School in interaction with other governmental agencies in resolution of problems or
answering inquiries.

* Provide assistance in School compliance with school finance-related legal and audit requirements
and other state mandated deadlines.

4. Provide purchasing and accounts payable processing services that include the following
functions.

= ¢ Review account coding of submitted purchased orders.
= Generate purchase orders based on authorized requisitions

* Process requests for payment upon confirmation of receipt of goods or services and authorization
to pay, at least twice weekly (or more if needed).

*  Generate checks for signature by authorized School representatives.
* Generate selected monthly reports to support purchasing and accounts payable processing.
*  Preparation and filing of Forms 1099.

5. Provide services that include the following
*  Write grant application for the State/Federal Entitlements which are:
e NCLB - Title 1 and Title 11 or CSEA
e Title 11D Technology
* |DEA Basic or CSEA
* Maintaining the grant monthly per fracking, coding, and advising.
e When necessary, complete amendments to grant
*  When applicable, ensure correct coding to USFRCS requirements
*  Maintain monthly cash management reports
e Write and upload grant completion report timely

|22 ]
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December 5, 2011

Patricia Bassett
President/CEO

Omega Schools

8632 W. Northern Ave.
Glendale, AZ 85305
623-776-2069
drbassett@omegak12.com

Subject: Business and Financial Services Proposal
Dear Patricia,

ADI Business Solutions is proposing a complete solution for your Business and Financial Full Service
needs. ADI Business Solutions has the combined resources that will ensure your needs will be fully met.

As discussed, AD! Business Solutions will handle your back office, accounting and financial reporting
requirements for FY12. This would include all of the attached services listed in our “Scope of Services”.

Based upon your current enrollment and needs, ADI Business Solutions would propose an annual fee of
$45,600 or $3,800.00 a month (6 months) for a total of $22,800.00 for the remainder of FY12. We will bill
Omega Schools on the 1st of each month, payment due to ADI by the 15th of the same month. We will
also charge a one-time QB set up fee of $600.00. If services start in December 2011 we will pro-rate the
monthly rate depending on start date.

If you are in agreement with our proposal and would like us to begin working towards processing

December 5, 2011, please sign the agreement and return to our office to the address listed above. ADI s
is prepared to start your Business and Financial Full Services needs as soon as possible.

We are looking forward to working with you and your team on this fiscal year.

Sincerely,

Claudina Douglas
Chief Business Officer

| am in agreement of this proposal:

JQM 0 Su=ar 12 61

Patricia Bassett Date
President/CEO
Omega Schools
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Andrea Leder

From: Andrea Leder

Sent: Thursday, June 06, 2013 7:58 AM

To: 'Dr. Bassett'

Subject: FY12 Audit CAP Not Yet Received
Attachments: Omega Schools FY12 Audit Letter.pdf
Importance: High

Patricia Bassett,
This email is intended to serve as a friendly reminder. To date, our office has not received the corrective action plan
requested in the attached letter. Please provide the requested information.

If you have any questions, please let me know.

Thanks,
Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov






Andrea Leder

From: Dr. Bassett <drbassett@cox.net>
Sent: Friday, June 07, 2013 8:10 AM

To: Andrea Leder

Cc: debbiepetersen@yahoo.com
Subject: RE: FY12 Audit CAP Not Yet Received
Will do.

REKINDLING THE JOY OF LEARNING AND WORK

From: Andrea Leder [mailto:Andrea.Leder@asbcs.az.qov]
Sent: Friday, June 07, 2013 5:55 AM

To: 'Dr. Bassett'

Cc: debbiepetersen@yahoo.com

Subject: RE: FY12 Audit CAP Not Yet Received

Dr. Bassett,
Based on this information, please provide the information requested in the Board’s May 2, 2013 letter by Friday, June
21°%.

If you have any questions, please let me know.

Thanks,
Andrea

From: Dr. Bassett [mailto:drbassett@cox.net]
Sent: Friday, June 07, 2013 7:54 AM

To: Andrea Leder

Cc: debbiepetersen@yahoo.com

Subject: RE: FY12 Audit CAP Not Yet Received

Spoke with the auditor yesterday. Since we did not have an exit interview, he is going to send me some
information. However, he will be out of the office until 6/12/13. | made arrangements to speak with him on 6/12 in the
am.

REKINDLING THE JOY OF LEARNING AND WORK

From: Andrea Leder [mailto:Andrea.Leder@asbcs.az.gov]
Sent: Thursday, June 06, 2013 6:58 AM

To: 'Dr. Bassett'

Subject: FY12 Audit CAP Not Yet Received

Importance: High

Patricia Bassett,
This email is intended to serve as a friendly reminder. To date, our office has not received the corrective action plan
requested in the attached letter. Please provide the requested information.

If you have any questions, please let me know.





Thanks,
Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov






Andrea Leder

From:

Sent:

To:

Subject:
Attachments:

Importance:

Debra Petersen,

Andrea Leder

Thursday, July 18, 2013 8:55 AM

'debrapetersen@omegaschoolsk12.net’

FW: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

2013 Audit Charter Board 001.pdf; ADLpdf, Omega Schools FY12 Audit Letter.pdf

High

On May 2, 2013, the Board sent to the prior charter representative a letter requiring a corrective action plan due to
issues identified in the fiscal year 2012 audit. On June 24™, the prior charter representative submitted a response. The
response provided does not satisfactory address the information requested in the Board’s May 2™ letter. Please review
the Board’s May 2" letter and the corrective action plan submitted on June 24" (both attached) and see if there is
anything you would like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal year
2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits.

Please provide your response by Friday, August 12, 2013. After your response is received, staff will review both

responses and determine the next appropriate step.
If you have any questions, please let me know.

Thanks,
Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]
Sent: Monday, June 24, 2013 11:12 AM

To: Andrea Leder

Cc: debrapetersen@omegaschoolsk1?.net; ‘Claudia Ramos'
Subject: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Please let us know if you need further documentation and/or clarification.





Andrea Leder

From: Andrea Leder

Sent: Thursday, July 18, 2013 8:59 AM

To: 'debrapetersen@omegaschoolsk12.net'

Subject: RE: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

Please disregard this email

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Andrea Leder

Sent: Thursday, July 18, 2013 8:55 AM

To: 'debrapetersen@omegaschoolsk12.net'

Subject: FW: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Debra Petersen,

On May 2, 2013, the Board sent to the prior charter representative a letter requiring a corrective action plan due to
issues identified in the fiscal year 2012 audit. On June 24™, the prior charter representative submitted a response. The
response provided does not satisfactory address the information requested in the Board’s May 2™ letter. Please review
the Board’s May 2" letter and the corrective action plan submitted on June 24" (both attached) and see if there is
anything you would like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal year
2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits.

Please provide your response by Friday, August 12, 2013. After your response is received, staff will review both
responses and determine the next appropriate step.

If you have any questions, please let me know.

Thanks,
Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov






From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]
Sent: Monday, June 24, 2013 11:12 AM

To: Andrea Leder

Cc: debrapetersen@omegaschoolsk12.net; 'Claudia Ramos'
Subject: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Please let us know if you need further documentation and/or clarification.





Andrea Leder

From:

Sent:

To:

Subject:
Attachments:

Importance:

Debra Petersen,

Andrea Leder

Thursday, July 18, 2013 9:02 AM

debrapetersen@omegaschoolsk12.net

FW: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

2013 Audit Charter Board 001.pdf; ADLpdf, Omega Schools FY12 Audit Letter.pdf

High

On May 2, 2013, the Board sent to the prior charter representative a letter requiring a corrective action plan due to
issues identified in the fiscal year 2012 audit. On June 24™, the prior charter representative submitted a response. The
response provided does not satisfactorily address the information requested in the Board’s May 2" letter. Please review
the Board’s May 2" letter and the corrective action plan submitted on June 24" (both attached) and see if there is
anything you would like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal year
2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits.

Please provide your response by Friday, August 9, 2013. After your response is received, staff will review both responses

and determine the next appropriate step.
If you have any questions, please let me know.

Thanks,
Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]
Sent: Monday, June 24, 2013 11:12 AM

To: Andrea Leder

Cc: debrapetersen@omegaschoolsk1?.net; ‘Claudia Ramos'
Subject: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Please let us know if you need further documentation and/or clarification.





Andrea Leder

From: Andrea Leder

Sent: Friday, August 16, 2013 9:50 AM

To: 'debrapetersen@omegaschoolsk12.net’

Subject: RE: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Debbie,

Since | haven’t yet received the requested information, | am following up. You may email or fax the response to me.
If you have any questions, please let me know.

Thanks,
Andrea

From: debrapetersen@omegaschoolsk12.net [mailto:debrapetersen@omegaschoolsk1?.net]
Sent: Thursday, July 18, 2013 10:01 AM

To: Andrea Leder

Subject: Re: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

Hi Andrea,

| will review and send you the planned implementations going forward to address previous findings and avoid those issues in the
future by August 9th. Have a great day!

Thanks,
Debbie

From: Andrea Leder [mailto:Andrea.Leder@asbcs.az.qov]
Sent: Thursday, July 18, 2013 12:02 PM

To: debrapetersen@omegaschoolsk12.net

Subject: FW: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Debra Petersen,

On May 2, 2013, the Board sent to the prior charter representative a letter requiring a corrective action plan due to
issues identified in the fiscal year 2012 audit. On June 24" the prior charter representative submitted a response. The
response provided does not satisfactorily address the information requested in the Board?s May 2" letter. Please
review the Board?s May 2" letter and the corrective action plan submitted on June 24" (both attached) and see if there
is anything you would like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal
year 2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits.

Please provide your response by Friday, August 9, 2013. After your response is received, staff will review both responses
and determine the next appropriate step.

If you have any questions, please let me know.

Thanks,





Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]
Sent: Monday, June 24, 2013 11:12 AM

To: Andrea Leder

Cc: debrapetersen@omegaschoolsk12.net; 'Claudia Ramos'
Subject: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Please let us know if you need further documentation and/or clarification.





Andrea Leder

From: Andrea Leder

Sent: Monday, August 19, 2013 6:14 AM

To: 'debrapetersen@omegaschoolsk12.net’

Subject: RE: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

Attachments: Omega Schools FY12 Audit Letter.pdf; 2013 Audit Charter Board 001.pdf; ADIpdf
Hi Debbie,

I now understand. After the email you provided below, which incorrectly includes a deadline of Friday, August 12, | sent
another email with a deadline date of Friday, August 9. | I’'m sure that caused the confusion. Would you be able to
provide a response by Friday, August 30?

The text from the second “correct” email is found below. | have also provided the attachments. If you have any
guestions, please let me know.

Thanks,
Andrea

“On May 2, 2013, the Board sent to the prior charter representative a letter requiring a corrective action plan due to
issues identified in the fiscal year 2012 audit. On June 24™, the prior charter representative submitted a response. The
response provided does not satisfactorily address the information requested in the Board’s May 2™ letter. Please review
the Board’s May 2™ letter and the corrective action plan submitted on June 24" (both attached) and see if there is
anything you would like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal year
2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits.

Please provide your response by Friday, August 9, 2013. After your response is received, staff will review both responses
and determine the next appropriate step.

If you have any questions, please let me know.”

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: debrapetersen@omegaschoolsk12.net [mailto:debrapetersen@omegaschoolsk12.net]
Sent: Sunday, August 18, 2013 6:35 AM

To: Andrea Leder

Subject: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

From: debrapetersen@omegaschoolskl12.net [mailto:debrapetersen@omegaschoolsk12.net]
Sent: Sunday, August 18, 2013 09:32 AM
Cc: debbiepetersen@yahoo.com






Subject: Fwd: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Hi Andrea,

Good morning. |just received an e-mail from you stating that | had not responded to the request on July 18th. |1 am
now unclear about the directive. | responded that | would write up an addendum to the audit findings response written
by Dr. Bassett, but had received the "please disregard e-mail" later on July 18th (attached below) right after | had sent
my e-mail. | understood that you no longer needed my written report and therefore did not write it. Please let me
know what you need and if there is a due date. | want to be compliant and was following your directive to disregard the
writing of the additional response to the audit findings sent on July 18th at 11:58am.

Thanks,
Debbie

From: Andrea Leder [mailto:Andrea.Leder@asbcs.az.gov]
Sent: Thursday, July 18, 2013 11:58 AM

To: 'debrapetersen@omegaschoolsk12.net'

Subject: RE: OMEGA 2012 RESPONSE TO AUDIT FINDINGS

Please disregard this email

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Andrea Leder

Sent: Thursday, July 18, 2013 8:55 AM

To: 'debrapetersen@omegaschoolsk12.net'

Subject: FW: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Debra Petersen,

On May 2, 2013, the Board sent to the prior charter representative a letter requiring a corrective action plan due to
issues identified in the fiscal year 2012 audit. On June 24™, the prior charter representative submitted a response. The
response provided does not satisfactory address the information requested in the Board?s May 2™ letter. Please review
the Board?s May 2" letter and the corrective action plan submitted on June 24" (both attached) and see if there is
anything you would like to add. Your response may also address specific steps taken in fiscal year 2013 and/or fiscal year
2014 to help ensure that these issues do not recur in the fiscal year 2013 or subsequent audits.

Please provide your response by Friday, August 12, 2013. After your response is received, staff will review both
responses and determine the next appropriate step.

If you have any questions, please let me know.

Thanks,





Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]
Sent: Monday, June 24, 2013 11:12 AM

To: Andrea Leder

Cc: debrapetersen@omegaschoolsk1?.net; ‘Claudia Ramos'
Subject: OMEGA 2012 RESPONSE TO AUDIT FINDINGS
Importance: High

Please let us know if you need further documentation and/or clarification.





Andrea Leder

From: Andrea Leder

Sent: Wednesday, September 11, 2013 9:06 AM

To: ‘Patricia Bassett'

Subject: RE: OMEGA BOARD REQUEST

Attachments: 9-11-13 Letter to Omega Schools Board.pdf; 1st 7-18-13 Email without

attachments.pdf; 2nd 7-18-13 Email with attachments.pdf; 6-6-13 Email.pdf; 6-24-13
Email.pdf; 7-18-13 Charter Rep Response Email.pdf; 8-16-13 Email.pdf; 8-19-13 Email
without attachments provided 7-18-13.pdf; Charter Representative Notification
Request.doc

Importance: High

Dr. Bassett,
Please review the attached documents. You should receive 8 PDFs and 1 Word document. A copy of this information is
also being mailed.

If you have any questions, please let me know.

Thanks,
Andrea

Andrea Leder

Arizona State Board for Charter Schools
1616 W. Adams Street, Suite 170
Phoenix, AZ 85007

P.O. Box 18328

Phoenix, AZ 85009

Phone: (602) 364-3106

Fax: (602) 364-3089
http://asbcs.az.gov

From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]
Sent: Wednesday, September 11, 2013 8:15 AM

To: Andrea Leder

Subject: OMEGA BOARD REQUEST

Importance: High

The Board wants to review all correspondence from you to Debra Petersen regarding the 2012 audit ASAP.
Thank you.





Arizona State Board for Charter Schools

Physical Address:

1616 West Adams Street, Suite 170
Phoenix, Arizona 85007

Phone: (602) 364-3080

Fax: (602) 364-3089

Mailing Address:
PO Box 18328
Phoenix, Arizona 85009

September 11, 2013

Patricia Bassett, Janice Ehrlich, Clinton McJunkin, Michael Jones, and Edwina Glick
Omega Schools, Inc.

8632 W. Northern Avenue

Glendale, AZ 85305

Sent via email to Dr. Bassett: drbassett@omegaschoolsk12.net
Sent via regular mail to other board members

Dear Dr. Bassett, Ms. Ehrlich, Mr. Mclunkin, Mr. Jones, and Ms. Glick,

With the resignation of Debra Petersen and the absence of a new charter representative, this letter has been
addressed to all board members of Omega Schools, Inc. Enclosed please find the correspondence requested by
Dr. Bassett.

As of today, our office has still not received a sufficient corrective action plan (CAP) for the issues identified in
the fiscal year 2012 audit. If a CAP is not received by Monday, September 30, 2013, that sufficiently addresses
the qualified opinion, weaknesses in internal control related to financial record retention (repeat) and
segregation of duties, and issues related to noncompliance with attendance record retention and state
unemployment requirements, then the charter holder may be placed on the Board’s October agenda for
possible disciplinary action. Please see the Board’s May 2, 2013 letter for the specific CAP requirements. A
copy of this letter has been provided. You may email the CAP response to me at Andrea.Leder@ashbcs.az.gov.

Additionally, | have attached a Word version of the Charter Representative Notification Request. Please
complete this form and submit it, along with all of the required supporting documentation, to our office. The
form should be signed by the corporation’s president or the person authorized by the corporation’s bylaws to
sign such documents. All documentation related to the notification request should be emailed to
charterschoolboard@asbcs.az.gov.

If you have any questions, please let me know.
S[l‘jcerely,

)
1 N

Government & Financial Services Manager

Enclosures

“To improve public education in Arizona by sponsoring charter schools that provide quality educational choices.”
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Deanna Rowe

From: Debra Petersen <debbiepetersen@yahoo.com>

Sent: Friday, September 06, 2013 6:50 PM

To: Deanna Rowe

Subject: Fw: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.
Attachments: Omega Official Resignation.pdf

Deanna,

Here is a copy of the e-mail that I sent to Dr. Bassett and the Omega Schools board regarding my
resignation. I sincerely put forth my best effort to turnaround the circumstances that Omega Schools
finds itself in as a result of many years of problems. It is important to note that since I have taken
over as of July 1st, I have not had the authority or decision-making power that is typical of a charter
representative. Dr. Bassett has exercised that control from her position as CEOQ/president of the
board. Thank you so much for your support and guidance throughout this process.

Respectfully,
Debbie Petersen

----- Forwarded Message -----

From: Debra Petersen <debbiepetersen@yahoo.com>

To: Patricia Bassett <drbassett@omegaschoolsk12.net>; 'Bud’ <drbudmcj@gmail.com>; 'RM CHERNOV'
<rmchernov@yahoo.com>; "drmtutuff@comcast.net" <drmtutuff@comcast.net>; 'Janice Ehrlich'
<janice.ehrlich@gmail.com>

Sent: Friday, September 6, 2013 6:44 PM

Subject: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.

Omega Schools Board Members,

Attached you will find my official letter of resignation from Omega Schools, Inc. effective close of
business September 6, 2013. I sent an e-mail with @ message detailing my intent to resign last week
to Dr. Bassett and have spent this past week transitioning the new business manager. It is
unfortunate that it has ended this way; I feel I have accomplished a great many things during my
tenure and sincerely wish the best for Omega and its students.

Thanks,
Debbie Petersen





September 6, 2013
Dr. Bassett and Fellow Omega Schools Board Members,

I must inform you that I am resigning from Omega Schools effective immediately. I was
given a verbal agreement that [ would be taking over the organization as charter
representative. However, I find that circumstances are occurring at Omega where decisions
are being made to change the organizational structure that effectively change my roles and
responsibilities. Additionally, financial decisions (of which I have not had control or access
for current or previous years) are being made that negatively impact the operational
budget that do not support the STEAM mission that I outlined for the organization when
selected/approved to take over as charter representative. I have been given such limited
authority over decision-making that I now find that I do not even have input on who is
going to be hired or expenditures that affect the planning and implementation of the goals
for the school year. This is not typical of how a charter school operates. Iam extremely
disappointed in how this process has transpired and find that the terms that I originally
agreed to have not been honored.

The students, teachers, staff, and parents of Omega can attest to my hard work, genuine
care for the welfare and education of students, and overall ethics. [ have increased
enrollment, improved facilities & signage, marketed, implemented operational systems,
hired highly qualified staff members, and was able to get 28.8% funding reinstated for title
grants (by writing for the waiver letter to the federal government). [ have also successfully
solicited donations of much needed supplies, equipment, and services. | have personally
spent every weekend working at the school endless hours to clean, move furniture, prepare
classrooms, organize, paint, prepare schedules, and attend to numerous physical and
academic tasks that required my attention.

[ am a devoted educator, who prides myself in being a servant leader. I dedicated my time,
energy and heart willingly to Omega knowing that [ was doing the work of what usually
takes multiple staff members. In my time at Omega, [ have served in the capacity of
superintendent, principal, janitor, maintenance manager, teacher, registrar and many
others. Unfortunately, these efforts have been disregarded. I have been circumvented
during organizational decisions, typically made by the charter representative, that were
instead made by the board president.

I can no longer continue under these circumstances even though I find myself surrounded
by people who want me to stay. [ have spent the last four days (9/3/13-9/6/13) providing
detailed information to the representative from Funding Schools to transition day-to-day
functions and operations. It is with much sadness that I say goodbye and wish you the best
of luck.

Sincerely,

Debra Petersen





Bianca Ulibarri

From: Bianca Ulibarri
Sent: Tuesday, September 24, 2013 10:29 AM
To: 'Patricia Bassett'; 'pkeech@omegaschoolsk12.net'

Cc: Deanna Rowe

Subject: RE: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.
Attachments: Omega- CharterRepNotication.pdf

Dr. Bassett,

Per our conversation this morning, our office received the Board minutes and FCC for Patricia Keech.

As | stated earlier, in addition to the documents received, please have Ms. Keech provide the following:

Sign the attached Charter Representative Notification Request form.

Notarized Affidavit, Disclosure and Consent for Background and Credit Check (This template can be found on our
website under Support Documentation: http://www.asbcs.az.gov/school resources/notification forms.asp)
Background Information Sheets (This template can be found on our website under Support Documentation:

http://www.asbcs.az.gov/school_resources/notification forms.asp)

e Transcripts from the highest post-secondary education institution attended or verification of
Coursework/Degree (http:www.studentclearinghouse.org/)

e Copy of a current resume

e Provide information regarding any payment, benefit or consideration received or to be received by any party in

the transition.
e Email address for new Charter Representative

If you have any questions, please feel free to contact this office.

Bianca Ulibarri, Constituent Services Specialist
Arizona State Board of Charter Schools

From: Patricia Bassett [mailto:drbassett@omegaschoolsk12.net]

Sent: Monday, September 23, 2013 9:42 AM

To: Bianca Ulibarri

Cc: pkeech@omegaschoolsk12.net

Subject: RE: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.
Importance: High

From: Bianca Ulibarri [mailto:Bianca.Ulibarri@asbcs.az.gov]

Sent: Tuesday, September 17, 2013 9:05 AM

To: Patricia Bassett (drbassett@cox.net); ‘janice.ehrlich@gmail.com'; 'drbassett@omegaschoolsk12.net’;
'drmtutuff@comcast.net’; 'drbudmcj@gmail.com’; ‘'rmchernov@yahoo.com'

Subject: FW: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.
Importance: High

Dear Omega Schools board members,





Our office received the email below and the attached document from Debra Petersen, the most recent charter
representative of Omega Schools. With her resignation, there is no current charter representative on file for the
charter.

For communication purposes regarding Omega Schools, our office needs to have a current charter representative on file.
Please submit a Charter Representative Notification Request through our online database with all or the required
support documentation adding the new individual.

If you have any questions, please contact me at 602-364-3080.

Bianca Ulibarri, Constituent Services Specialist
Arizona State Board of Charter Schools

From: Debra Petersen [mailto:debbiepetersen@yahoo.com]

Sent: Friday, September 06, 2013 6:50 PM

To: Deanna Rowe

Subject: Fw: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.

Deanna,

Here is a copy of the e-mail that I sent to Dr. Bassett and the Omega Schools board regarding my
resignation. I sincerely put forth my best effort to turnaround the circumstances that Omega Schools
finds itself in as a result of many years of problems. It is important to note that since I have taken
over as of July 1st, I have not had the authority or decision-making power that is typical of a charter
representative. Dr. Bassett has exercised that control from her position as CEO/president of the
board. Thank you so much for your support and guidance throughout this process.

Respectfully,
Debbie Petersen

----- Forwarded Message -----

From: Debra Petersen <debbiepetersen@yahoo.com>

To: Patricia Bassett <drbassett@omegaschoolsk12.net>; 'Bud' <drbudmcj@gmail.com>; 'RM CHERNOV'
<rmchernov@yahoo.com>; "drmtutuff@comcast.net" <drmtutuff@comcast.net>; 'Janice Ehrlich'
<janice.ehrlich@gmail.com>

Sent: Friday, September 6, 2013 6:44 PM

Subject: Resignation of Debra Petersen as Charter Representative of Omega Schools, Inc.

Omega Schools Board Members,

Attached you will find my official letter of resignation from Omega Schools, Inc. effective close of
business September 6, 2013. I sent an e-mail with a message detailing my intent to resign last week
to Dr. Bassett and have spent this past week transitioning the new business manager. It is
unfortunate that it has ended this way; I feel I have accomplished a great many things during my
tenure and sincerely wish the best for Omega and its students.

Thanks,
Debbie Petersen





