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LETTER OF TRANSMITTAL

January 12, 1999

The Honorable James B. Hunt, Jr., Governor
Mr. Ashley Thrift, Chairman
    North Carolina Partnership for Children
Ms. Sharon Bynum, Chairman
     Chatham County Partnership for Children
Dr. John Holmes, III, Chairman
     Save Our Brothers, Inc.
Ms. Margie Ellison, President
     Smart Start Advisory Board, Liberty Chapel
     United Church of Christ
Members of the North Carolina General Assembly

Ladies and Gentlemen:

Pursuant to General Statute §147-64.6(c)(16), we have completed our special review into
allegations concerning the expenditures of Smart Start funds by Save Our Brothers, Inc.
and Liberty Chapel United Church of Christ.  The results of our review, along with
recommendations for corrective actions, are contained in this report.

General Statute §147-64.6(c)(12) requires the State Auditor to provide the Governor, the
Attorney General, and other appropriate officials with written notice of apparent instances
of violations of penal statutes or apparent instances of malfeasance, misfeasance, or
nonfeasance by an officer or employee.  In accordance with that mandate, and our standard
operating practice, we are providing copies of this special review to the Governor, the
Attorney General and other appropriate officials.

Respectfully submitted,

Ralph Campbell, Jr., CFE
State Auditor
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OVERVIEW

Save Our Brothers, Inc.

Save Our Brothers, Inc. (Agency) was established as a non-profit corporation in Chatham

County, North Carolina during 1992.  The organization’s initial mission was to assist

minority males in two age groups, 9 to 15 and 16 to 23, in becoming self-sufficient and

productive members of society by:

♦ Providing counseling, and individual advocacy and core supportive services.

♦ Providing opportunities for minority males to contribute through the
provision of job training opportunities, scholarships, employment,
counseling, job placements and referrals.

♦ Providing an early intervention program for 9 to 15 year old males through
the provision and utilization of volunteer mentors.

♦ Providing positive experiences and opportunities for minority males to
become functional members of society.

In 1996, the Agency received a Smart Start Program grant from the Chatham County

Partnership for Children (CCPC) to implement a Surrogate Father’s Program.  The

Surrogate Father’s Program wanted to utilize African-American males as role models and

mentors to young males.  The Agency attempted to recruit male volunteers from various

socioeconomic and professional backgrounds in Chatham, Orange, and Durham counties.

These volunteers were to serve as surrogate fathers and mentors for young males between

the ages of 0-5.  The young males had been identified as having special needs due to

behavioral, social, learning and mental problems and came from single, female heads of

household.
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The project’s goals included:

1. Assisting single head of households in their parenting efforts.

2. Reducing the incidences of crime, drugs, alcohol, and abuse in the home and
the community through the intervention of positive male role models.

3. Inducing education and learning as a tool to a better lifestyle.

The Agency received two contracts under this grant.  Under the first contract with CCPC,

total payments were not to exceed $16,662.  A subsequent contract amendment increased

the contract by $6,500, bringing the total contract payments to $23,162.  This contract

period covered January 1, 1996 through June 30, 1996.

CCPC awarded a second contract, effective July 1, 1996 through June 30, 1997, to the

Agency.  The amount of the contract was not to exceed $26,714.  Of this amount, the

Agency received $23,165 in payments from CCPC.  The second contract was suspended

on February 21, 1997.  Subsequently, CCPC terminated the contract on March 18, 1997

due to questionable expenditures by the Agency.

Liberty Chapel United Church of Christ

On October 18, 1995, the Liberty Chapel United Church of Christ (Liberty), located in

Moncure, North Carolina, contracted with CCPC to receive a Smart Start grant for the

development of an educational and child care center.  The grant authorized Liberty an

amount not to exceed $6,000 from October 1, 1995 through June 30, 1996.  Liberty was

authorized to use the funds to explore the feasibility of establishing an educational and

child care center in the Moncure Haywood Communities.  Liberty proposed to complete a
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child care center feasibility study by December 1995; to develop the center’s operations

policy and program plan by April 1996; and to employ a center director and complete the

enrollment and licensing plan by June 1996.  On May 29, 1996, the contract was amended

by increasing the amount awarded from $6,000 to $38,165.  This amendment stipulated

that the additional funds would be used in the development of the facility, renovating an

existing structure to establish an AA licensed child care facility for a maximum of twenty-

nine children.  The second amendment extended the termination date of the grant from

June 30, 1996 to June 30, 1997.  The last amendment, effective May 1, 1997, increased the

grant’s total allowable amount from $38,165 to $48,165.

On May 23, 1996, Liberty contracted with the Child Care Networks, a non-profit

organization, to receive a Quality Improvement grant in the amount of $1,500.  This grant,

which expired on June 30, 1996, stipulated that the Smart Start funds would be spent on

chairs for the center.

On May 29, 1996, Liberty contracted again with the CCPC to receive a Health and Safety

Improvement grant in the amount of $11,965.  This grant stipulated that these Smart Start

funds would be spent to relocate oil tanks, enclose electrical fixtures, grade and surface the

playground, replace the existing fence, and remove old playground equipment.  The grant

expired on June 30, 1996.

On January 7, 1997, Liberty received a special state appropriation of $5,000 through the

Division of Child Development within the North Carolina Department of Health and

Human Services.  The funds were designated for salary and capital expenditures.



4

[ This Page Left Blank Intentionally ]



5

INTRODUCTION

We received allegations through the State Auditor’s Hotline concerning the Smart Start

expenditures by Save Our Brothers, Inc.  (the Agency) and Liberty Chapel United Church

of Christ (Liberty).  The allegations concerned the possible misuse of Smart Start funds.

Both of these organizations received their Smart Start grants from the Chatham County

Partnership for Children (CCPC).  Also, these two organizations employed the same

consultant to assist with their respective projects.

We used the following procedures to conduct our special review of these allegations:

1. Interviews with former consultants and employees of the Agency and
Liberty.

2. Interviews with members of the Agency's Board of Directors and Liberty’s
Board of Directors.

3. Interviews with individuals external to the Agency and Liberty.

4. Examination of contracts between the Agency and CCPC.

5. Examination of contracts awarded to Liberty by CCPC and Child Care
Networks.

6. Examination of other records pertaining to the Agency

7. Examination of other records pertaining to Liberty.

This report presents the results of our Special Review conducted pursuant to G.S. §147-

64.6(c)(16), rather than as a financial audit.  Neither Save Our Brothers, Inc. nor Liberty

Chapel United Church of Christ were required to complete a financial audit pertaining to

Smart Start funding.
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FINDINGS AND RECOMMENDATIONS

1. THE AGENCY DOES NOT APPEAR TO HAVE ACCOMPLISHED ANY
CLEAR OBJECTIVES.

For the period covering January 1, 1996 through June 30, 1996, the Agency received

$23,162 in state funds from Chatham County Partnership for Children (CCPC) for

mentoring program expenditures.  Later, the Agency received $23,165 for mentoring

program expenditures for the period covering July 1, 1996 through December 31,

1996.  During these two periods, the Agency sought to sponsor mentoring programs

for male children aged 0 to 4 years.  The consultant (and prior board member) told us

that 38 children were actively participating in the program at the time of funding.

However, the program’s Project Director gave us a lower number of 15-16 children

actively participating in the program.

In June 1998, CCPC conducted a program review of the Agency.  This review

revealed that the number of children served and mentors used had been inflated.

CCPC found that 34 children had been recruited to participate in the program since its

inception.  CCPC’s site visit also revealed that not all individuals listed as volunteers

were mentoring.  However, the Agency listed these volunteers as active mentors.

According to CCPC’s program audit report, the Agency recruited 44 volunteer

mentors.  Of these 44 volunteers, only 13 (30%) completed the necessary 8 hours of

training.  Two other volunteers completed four hours of training.  Of the 44 recruited

volunteers, 15 (34%) had been matched with a child.  At the time of CCPC's
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program audit, only five mentors were actively involved with a child.

According to CCPC's program review, interactions between volunteers and children

were limited.  We did not see any evidence of significant contributions to the lives of

these 0-4 year old children.  CCPC’s review also revealed very little accomplishments

for the 12-month funding period.  Additionally, there was no useful follow-up

mechanism with the children after age four.  The Agency failed to plan and implement

a program to continue mentoring children.  We found the majority of funds were used

to pay for individuals’ salaries and fees for services while very little was spent to

accomplish the goals of the grant.  This amount, $39,162, represented 85% of the total

($46,327) grant funds awarded.

RECOMMENDATION

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

2. THE BOARD’S DECISION TO HIRE A BOARD MEMBER AS A
CONSULTANT VIOLATED ITS CONFLICT OF INTEREST POLICY.

In October 1995, Save Our Brothers, Inc. (Agency) submitted a proposal to the

Chatham County Partnership for Children (CCPC) requesting funds for a Surrogate

Father’s program.  This proposal, though signed by the Board President, was

assembled and prepared by the founder of the Agency.  The organization’s founder is

the same board member referenced in this finding as the consultant.  In a memorandum
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dated November 29, 1995, the founder of the Agency tendered his resignation from

the Board of Directors.  He cited the need for his services to start up the Surrogate

Father’s program.  However, the Board agreed to a contractual arrangement with the

founder while he was serving as a board member.

According to the minutes of the October 17, 1995 Board of Directors’ meeting, the

Board agreed that the founder could serve as a consultant if funds were inadequate to

hire a full-time or part-time program director.

The Agency’s Conflict of Interest Statement reads, “A trustee having a conflict of

interest or a conflict of responsibility on any matter involving the corporation and any

other business or person shall refrain from voting on such matter.  No trustee or officer

shall use his or her position as a trustee or officer of the corporation for his of her own

direct or indirect financial gain.”  Thus, we found a conflict of interest.

As stated earlier, the board minutes indicated the consultant was to be hired if funds

were inadequate to hire a full-time or part-time program director.  In their proposal to

CCPC, the Agency requested $12,048 for salary, wages, and benefits.  After approval,

the Agency hired another individual as a part-time project director.  Since this project

director was in place, we question the need for the consultant.

We examined timesheets that the consultant used as supporting documentation for the

number of hours worked.  These timesheets only indicated days and hours worked.
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The timesheets did  not indicate what type of work was being performed.  We did not

find any documentation that justified the hours the former board member indicated he

spent working. Also, given the amount of the grant, the limited number of participants

in the program, and the administrative activities necessary for a program of this size,

we question the need for the former board member to become a paid consultant.

The consultant also served as the liaison to CCPC.  During the contract period,

CCPC's Executive Director did not know the amount paid to the consultant.

However, the Executive Director indicated the amount of time billed and paid to the

consultant is more than the time he spent with the CCPC.

For the period covering March 1996 through October 1996, the consultant received

$6,600 from the Agency for his services.

RECOMMENDATION

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

3. THE AGENCY APPOINTED THE WIFE OF THE PRESIDENT OF THE
BOARD OF DIRECTORS TO THE POSITION OF EXECUTIVE DIRECTOR.

During our review, we discovered that the wife of the President of the Board of

Directors held the position of Executive Director.  Thus, at the least, an appearance of

a conflict of interest existed.  When questioned about this, the President stated that the

consultant (and former board member) made the decision to hire his wife.  He then
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advised the President to resign.  We question the decision to hire the Board

President’s wife and then advise the Board President to resign.

The consultant told us that he advertised for the position of Executive Director, but

received no responses.  We were given copies of the employment opportunity notices

and letters to advertise the position.  However, the notices and letters were dated

June 24, 1996, the same date the President held a board meeting to announce his

resignation due to his wife taking the position.  Additionally, the closing date given on

the notice was July 5, 1996, four days after the Chairman’s wife started the job as

Executive Director.  The President of the Board resigned on Friday, June 28, 1996; his

wife started her position on Monday, July 1, 1996.  She started working in the position

exactly one week after it was advertised.  She received $9,077 in compensation from

state funds for the period July 1996 through January 1997.  The Project Director

stated that he was unaware of the new Executive Director’s position and surprised by

the turn of events.  We question whether this position was legitimately advertised and

whether anyone was given an opportunity to apply.  We also question whether the

Board had any real authority over the consultant who was obviously running the

program.

RECOMMENDATION

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.
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4. THE AGENCY PAID A BOARD MEMBER’S WIFE AND SON FOR
MISCELLANEOUS SERVICES.

We found checks totaling $600 made payable to a board member’s wife and son for

performing miscellaneous services for Save Our Brothers, Inc.  Documentation

indicated services included catering an event, cleaning up after the event, typing duties

and janitorial services.  Again, we refer to the conflict of interest policy that states that

an officer cannot benefit either directly or indirectly.  We asked the consultant about

this situation.  He stated that he was only using those with whom he was familiar.

RECOMMENDATIOIN

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

5. THE AGENCY PAID AN INDIVIDUAL FOR BOOKEEPING SERVICES
THAT DID NOT APPEAR TO HAVE BEEN PERFORMED.

During our investigation, we found payments to an individual for bookkeeping

services.  However, we did not see any evidence where these services were performed.

Given the number of checks written and amount of the grant, we did not see the need

for outside bookkeeping services.  For the period covering March 1996 through

December 1996, this individual received six payments totaling $1,275.

RECOMMENDATION
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We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

6. THE AGENCY OVERSTATED ITS EXPENDITURE FOR COMPUTER
EQUIPMENT.

For the period covering January 1, 1996 through June 30, 1996, the Agency submitted

expenditures of $3,884 for computer equipment on its expenditure reports submitted

to CCPC.  However, there were no actual expenditures for computer equipment

during this time period.  During the period July 1, 1996 through December 31, 1996,

the Agency reported computer equipment expenditures of $2,203 in error.  Canceled

checks during this time period indicated expenditures of $2,023, not $2,203.  We

asked the consultant about the discrepancies in the reports.  He stated that the

reported amount was incorrect.  However, we didn’t see any attempt by the Agency to

correct the discrepancy.

RECOMMENDATION

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

7. THE AGENCY PAID A BOARD MEMBER FOR CLERICAL SERVICES.

As stated before, the Agency’s Conflict of Interest policy clearly prohibits any member

of the Board of Directors from benefiting financially from the Agency.  However, in
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this case as with others, a board member was paid $300 for performing work for the

organization.  We asked the consultant about this payment.  The consultant told us

that this board member, who is his sister, had resigned from the Board prior to

performing her services.  We were given a copy of the board minutes that contained

the information concerning her resignation.  The minutes stated that the President of

the Board had received a resignation letter from this particular board member.

However, we were not given a copy of the resignation letter.  The date of the board

meeting was June 28, 1996; the date of the check issued to the consultant’s sister was

May 24, 1996.

RECOMMENDATION

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

8. THE CONSULTANT RECEIVED $350 IN LOAN REPAYMENT WITHOUT
SUPPORTING DOCUMENTATION.

We found two checks, totaling $350, made payable to the consultant (and former

board member).  The description on the checks stated that they were for loan

repayments.  However, we did not see any deposits into the bank account of the

organization from the consultant’s personal funds, nor did we see any receipts for

expenditures made by the consultant using his personal funds.  The consultant gave us

copies of three personal checks that were written to the Project Director, the

Executive Director, and the Joint Orange, Chatham, Community Action Agency.  He
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stated that these were Save Our Brothers, Inc.'s expenditures.  However, we were

unable to verify this claim.

RECOMMENDATION

We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

9. THE CONSULTANT SIGNED CHECKS FOR THE BOARD PRESIDENTS.

We were told by the Project Director that often the consultant and former board

member would personally fill out and sign the Agency checks.  However, we did not

find a check which contained the consultant’s signature.  We were given copies of

memos from the first and second Board President.  The memos authorized the

consultant to sign their names to documents of the Agency.  We asked the consultant

about signing the checks for the Board Presidents.  He told us that he only signed a

few checks for the first President.  He told us that because the second President was

frequently unavailable, he signed more checks.  We question the wisdom of the

President's giving this authority to the consultant.  In effect, the Board permitted the

consultant to sign checks without first gaining approval for expenditures.  We did not

see any evidence where the Board ever reviewed expenditures made by the

organization.  Since the consultant was allowed to spend the money in the manner in

which he chose, the necessity of a Board was eliminated.

RECOMMENDATION
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We question the entire amount of funding to Save Our Brothers, Inc.

based on its limited accomplishments and the other findings in this

report.

10. ANOTHER GRANT RECIPIENT, WITH WHOM THE CONSULTANT
PROVIDED CONTRACTUAL SERVICES, HAS NOT OPENED ITS CHILD
CARE CENTER FOLLOWING RECEIPT OF $66,630 IN STATE FUNDS.

During 1995, the founder and former board member of Save Our Brothers, Inc. was

hired by Liberty Chapel United Church of Christ (Liberty) to serve as its Project

Director.  The Project Director’s duties included facilitating the establishment of an

educational and child care center and identifying potential funding sources for the

center’s establishment and support.  Initially, the Project Director received $25 per

hour for his services.  On February 1, 1996, his hourly fee increased to $50.  The

former board member of Save Our Brothers continued to work for Liberty through

July 1996, receiving salaries totaling $8,710.

On October 18, 1995, Liberty received a $6,000 Planning Grant from the Chatham

County Partnership for Children (CCPC).  Based on the grant proposal submitted to

CCPC, a “thorough feasibility study” was to be conducted on the multi-purpose

building owned by Liberty.  However, the feasibility report submitted by the Project

Director focused mainly on the community and its residents, with little emphasis on the

suitability of the building proposed for the child care center.  According to CCPC’s

Executive Director, had she known the majority of funds were to be spent on a study

focusing on the Moncure community, she would not have recommended to CCPC’s
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Board that it award the planning grant to Liberty.  Although the Project Director

submitted the required reports of the grant expenditures to CCPC, CCPC’s Executive

Director stated she did not realize the focus of the feasibility study until receiving a

copy of the Feasibility Study report in September 1996.  By that date, CCPC had

increased the amount of the grant from $6,000 to $38,165, as well as awarding Liberty

an $11,965 Health and Safety Improvement grant.

According to CCPC’s Executive Director, she became concerned about the child care

center project during the summer of 1996 because she believed the Project Director

was not knowledgeable about child care centers.  Once Liberty received the Health

and Safety Improvement grant, CCPC’s Executive Director stated that she became

more involved in overseeing the project.  According to CCPC’s Executive Director,

the $10,000 in state funds awarded by CCPC to Liberty during June 1997 occured

because she was overseeing the project at that time.

Our review of Liberty's expenditures indicated that the state funds received from

November 1995 through July 1997 were spent in the following manner:

$ 36,712 Renovations for the child care facility and surrounding property
26,733 Salaries and travel expense
2,022 Computer and printer

154 Other miscellaneous items

Although Liberty received a total of $66,630 in state funds, as of the writing of this

report, Liberty has not opened a child care center.
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RECOMMENDATION

Chatham County Partnership for Children should closely monitor the

expenditures of grant funds, ensuring that funds are spent in

accordance with the terms of each grant.

11. LIBERTY ISSUED A $2,430 CHECK TO PAY SAVE OUR BROTHERS'
PAYROLL.

According to the Contract Administrator for Liberty Chapel United Church of Christ

(Liberty), Liberty’s Treasurer requested permission from him to write a check as a

loan to Save Our Brothers, Inc. (the Agency) to cover the payroll.  At the time the

check was written, the founder and former board member of the Agency was working

as a consultant for both Liberty and the Agency.  Liberty's Contract Administrator
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stated he approved the check, dated June 14, 1996 for $2,430, after the consultant

informed him that CCPC had approved the loan.  However, according to CCPC’s

Executive Director, she did not approve the loan nor was she aware of the check at

the time it was written.  The Agency reimbursed Liberty the $2,430, which was

deposited into Liberty’s checking account on July 1, 1996.

RECOMMENDATION

Again, Chatham County Partnership for Children should closely

monitor the expenditures of grant funds.
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We have questioned the entire amounts of the grants awarded by CCPC to Save Our

Brothers, Inc. for the mentoring program and Liberty Chapel United Church of Christ

for the day care center.  The individuals in charge of these programs were substantially

the same.  In both instances, it was difficult to identify measurable benefits from any of

the grants.  In addition, the majority of funds from the grants were paid to the

individuals in charge of the programs, or their relatives.  Although the payments were

labeled for services rendered, the fact remains that $112,957 in grant funds were

expended for a mentoring program and day care center, neither of which is currently

operational.

The combination of the lack of benefits coupled with the organizers' financial benefit

tends to show, at a minimum, a lack of stewardship of state funds by the organizations

in question.  The purpose of these grants was to benefit the children, not the

organizers.
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Statement of Financial Impact

The following schedule represents a quantification of the items examined during our special

review.  We cannot completely quantify the tangible benefits or detriment, if any, to the

taxpayer resulting from the findings of our review.  We are simply noting these areas where the

system of internal controls were either circumvented or should be enhanced, or where, in our

judgment, questionable activities or practices occurred.

Since the purposes for which state funding was awarded to Save Our Brothers, Inc. and

Liberty Chapel United Church of Christ, were never accomplished, even after all the funds

were spent, we question the expenditure of the entire amount of these grants.

1. State funding awarded to Save Our Brothers, Inc. $ 46,327

2. State funding awarded to Liberty Chapel United Church of Christ. 66,630

Total Financial Impact $ 112,957
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