MEMORANDUM   

TO:
HILLEL HEBREW ACADEMY EXECUTIVE COMMITTEE  (PRESIDENT, MOREY LEVOVITZ; CHAIRMAN OF THE BOARD, DR. JOEL KESSLER; FINANCIAL SECRETARY/ TREASURER, DR. JOSEPH ENGLANOFF); MEMBERS OF THE BOARD OF HARKHAM HILLEL HEBREW ACADEMY, MEMBERS OF THE BOARD OF BETH JACOB CONGREGATION, MR. URI HARKHAM
, Parents ,and the Attorney General of the State of California


FROM:
CONCERNED MEMBERS OF THE HILLEL COMMUNITY

SUBJECT:
URGENT STATUS OF HARKHAM HILLEL HEBREW ACADEMY

DATE: School year 2005/2006 to present

In October 2005, several hundred disgruntled Hillel parents gathered in the Harkham Hillel Hebrew Academy Cafeteria for what was to be a "town hall" meeting with Members of the Executive Board* of Directors, President, Mr. Morey Levovitz, Chairman of the Board, Joel Kessler, Financial Secretary, Mr. Michael Fallas, Treasurer, and Dr. Joseph Englanoff.  Actually present at the meeting were: Mr.Morey Levovitz, Rabbi Boruch Sufrin, and Rabbi Steven Weil, of Beth Jacob Congregation. Dr. Joel Kessler and Dr. Joseph  Englanoff were notably absent from the meeting.


Very few members of the "Executive" Board actually attended the town hall meeting. President Morey Levovitz fielded most of the numerous parental complaints and inquiries raising serious issues, which included concerns about an imminent risk to the financial stability and longevity of the school. In addition, the following issues were raised at the meeting:

1.  Parents objected to President and "Executive" Committee failing to adhere to the official Hillel Bylaws and acting with complete disregard to such Bylaws:

President Levovitz publicly acknowledged his disregard for the school's bylaws, and stated that he, "plans to continue" ignoring the school's bylaws.  When questioned as to why he ignores the bylaws he replied, "I don't read bylaws." (Since Dr. Joel Kessler and Dr. Joseph Englanoff were curiously absent from the meeting they could not be questioned on the topic).

2. President acting solely on his own (unilaterally) on matters of significance (according to by-laws) and substantial consequence to the school including matters which ordinarily require Board approval:

ML: "I have not acted unilaterally. I acted after consulting with my "Executive Committee." (As noted above, Dr. Joel Kessler and Dr. Joseph Englanoff were absent from the meeting and could not be questioned on the topic)

NOTE: Of utmost concern here are "acts" exceeding the scope of any board member and/ or members' authority, as well as "acts" requiring ratification by the Board of Directors under the Hillel's bylaws, and under California Corporations law. The "acts" parents complained about had been executed without disclosure and without Board approval. A series of transactions had been executed during the period of time between March 2005 and November 2005 when NO board meetings were held -- thus NO board approval could have been obtained before the these acts/ transactions took place. Pursuant to the California Corporations Code, “ultra-vires,” is a term used to describe “acts” or “transactions” executed by anyone, whether a member or an officer or director, that exceed the scope of authority granted under the corporation’s bylaws and/ or under the California corporations code (see California Corporations Code). Here, it may be critical to note that, the California Corporations Code “trumps” any corporate bylaws, as a corporate body cannot pass resolutions that expand the authority of its governing body beyond that mandated under the California corporations code (see California Corporations Code).  The alleged “ultra-vires” -acts committed by the President and certain member(s) of the Hillel board during the last academic year include:

a. Exceeding the scope of their authority by implementing non-board approved raises in administrator salaries and hiring new top level administrators without disclosure to the Board of Directors, or approval by the Board of Directors. An unexpected hiring “spree” occurred during 2004-05 shortly after the 2003-04 Board of Directors had agreed to “trim” down the number of top level administrators as cost savings matter. During the period in question, a new administrator, Ms. Aviva Ebner was hired at an unprecedented salary level of $150,000.00, with neither the board’s knowledge nor approval, and many believe that she was hired for a position she was not qualified to fill (see job description) and for an amount that was more than double the Board approved salary limit. of $69,000.00 for that position (see Board Meeting minutes April 20, 2004)... To make matters worse, another top level administrator, Mr. Tom Avery was surreptitiously hired without board knowledge or approval currently worked for Hillel at a salary level unknown to Members of the Board.  Clearly, the hiring of  senior administrative staff without disclosure to and approval of the Board, and at salary levels that do not fall within Board approved salary guidelines  are ultra-vires acts as defined in the California Corporations Code ( see California Corporations Code section. Such acts expose the school, which is a non-profit public benefit corporation, to the risk of losing its tax exempt status, because it is unlawful to run a non-profit public benefit corporation without adhering to the legally required corporate formalities mandated and designed to prevent non-profit public benefit corporations from being run by a single individual of single group of individuals “as if” it were a private corporation.

b. 
Fiscal issues concerning the members involved blanket “spending” without any reference to the framework of a budget, and complaints that financial status of affairs and/ or budget were not presented to the board since February 2005 up until the following school year. Such spending outside the framework of a “budget’ approved by the board begs the question of the school’s current financial status.  In general, spending without “limits” could threaten any corporation’s fiscal position. Here, not only has “unbridled” spending become rampant, those who are ‘spending” the school’s dollars have not balanced that spending with an equal amount of fundraising to offset that spending, the school’s other existing financial deficits, and balance the budget.


Currently, the budget DEFICIT is suspected to be over $1,000.000 and possibly as high as $2,000,000 (subject to audit), and can be generally summarized below]:



2004-05 budget deficit was reported as $250,000-$300,000



2005-06 budget deficit was  suspected to be 750,000- $2,000,000 

                      2006-2007 budget deficit is suspected to be $750,000-$2,000,000



Preliminary calculations showed a budget deficit for 2005-06 and                  2006-07 of at least $550,000, not including the reasonably anticipated costs of 
  the following additional considerations:



i. Deferred maintenance (premises):



- It is estimated that $500,000 to $1,000,000 would merely 



   place a band aid on the physical plant of the campus 




- Roof estimated at $160,000- $200,000



- Mold remediation due to water infiltration  




- Electrical deficiencies




ii. Curriculum is operating at a deficit.



iii. Salaries 




- actual salary increases of top administrators




- actual increase in total number of administrative staff




- need for increase in teaching staff


c. The “Audit Committee” functions are now regulated by California state 

     law. Pursuant to California law, an outside auditor is required to opine 

     as to whether current budget, spending, and financial structure is an 
      
     accurate reflection of true facts.

d. Further, President Morey Levovitz has mounted a campaign of workplace harassment of employees  throughout the school, with the ultimate goal aimed at terminating any employee  or parent not aligned with his Presidential mantra /conduct, or in the alternative, overtly and forcefully seeking their resignation* or removal from the school. In fact, many such long term dedicated Hillel faculty and staff have either been terminated, or have resigned from employment at Hillel due to the unrelenting campaign under President Levovitz’s tenure which unfortunately has successfully permeated every level of administration at the school. Continuation of this conduct places the school at great risk for financial liability in a multiplicity of employee wrongful termination suits, and may have a domino effect, resulting in the school’s insolvency and/or ultimate bankruptcy.

**This same conduct is also displayed toward any Board member not aligned with the current Executive Board, to the point that Board members are also pressured into submission or resignation via harassment of themselves and their spouses.

e. It is apparent that the current Board of Directors is operating “in the 


    dark” because critical information is intentionally withheld from    

               dissemination to the Board of Directors by the President and his 

               “Executive” Committee.  In addition, Board members have been, and       


     currently are voting “in the dark” on invalidly presented resolutions 


     as a result of the incomplete disclosure by the President and his   


     “Executive” Committee. Of further concern, is the lack of understanding     

               on the part of Board members of the implications of California    

               Corporations Code Section 5237 (below) which clearly mandates that     all members of the Board of Directors may be held liable to the corporation for the actions taken by the Board that are contrary to the interests of the school:



(a) …“[Directors of a corporation who approve any of the following 


corporate actions shall be jointly and severally liable to the corporation for:




(1) The making of any distribution…



(3)



(b) A director who is present at a meeting of the Board, or any 
committee thereof, at which an action specified in subdivision (a) is 
taken and who abstains from voting, shall be considered to have 
approved the action.



(c) Suit may be brought in the name of the corporation to enforce 



the liability…



(e) Any directors sued under this section may implead all other 



directors liable, and may compel contribution, either in that action, 
or in an independent action against directors not joined in that 
action…



(California Corporations Code Section 5237)



Indeed, at the November 2nd, 2005 Board of Directors meeting, the issue of “adequate” insurance/ liability coverage was raised and then quickly dismissed, which begs the question of whether or not members o9f the Board of Directors are truly aware if their responsibilities vis a vis the school by virtue of their position on the Board. According to  Section 5237 of the California Corporations Code, anyone “involved” in or who “ratified” an ultra-vires act or transaction, … may be held liable to the corporation , and,… any member can file suit to enforce this liability on behalf of the corporation.

\

3
Despite several requests to the President in writing prior to meeting  no budget was presented at the November 2nd board meeting. The majority of board members present at that meeting understood that money was being spent without regard to requirements of the Bylaws for disclosure to and approval at a meeting of the board of directors. 
NOTE: From March 2005 through February 2006 the Budget was not presented to Board since that academic year (February 2005) due to the president canceling board meetings on his own, yet significant spending had occurred in absence of a Board approved budget during the 2005/2006 school year. According to the Bylaws, budget is required to be reviewed by the Board every three (3) months. The concern here is that unchecked spending is placing the school at great risk of financial instability. Since no matching revenue is being brought in to cover these expenses, the school is in danger of bankruptcy and school closure.

4.
Absence of disclosure to Board of Directors where necessary and required as in the following situations: 


a.   Hiring and salary allocation of senior administrative staff, Tom Avery, and Aviva Ebner, was done without the proper procedure, disclosure, and opportunity for Board review, consideration, and approval, and members requesting the opportunity to interview candidates for the positions were denied the right to do so.


b.    The existence of three (3) separate Workman's Compensation claims filed against the school has never been brought to the attention of the Board of Directors, notwithstanding the fact that one of these cases against the school has settled.  The school's financial liabilities, actual or potential, to any entity/ person is of vital importance and relevance to the Board of Directors, in fashioning and balancing a budget and meeting the school's day to day operating needs.

5.  Maintaining the independence of the Hillel Board of Directors is a critical requirement to maintaining its CAIS accreditation.

The CAIS accreditation of the school is threatened by the lack of independence of the Hillel Board of Directors. While traditionally the Rabbi of Beth Jacob Congregation may be invited to participate in an advisory capacity only, caution must be exercised to ensure that the position of the Rabbi is only advisory, and not a position that carries any voting rights. The Rabbi of Beth Jacob does not actually hold a seat on the Board of Directors, and thus, may not vote on issues before the Board. This requirement mandates the independence of the two separate non-profit corporate entities. The requirement, while not intended to demean, is intended to clarify the status of the two corporations vis a vis each other. 

The influence and presence of Rabbi Steven Weil at a town hall meeting in which he speaks in defense of a President's ultra-vires acts may also expose the school to the loss of its CAIS accreditation due to the clearly apparent lack of  independence of the Board of Directors of the school. 

To make matters worse, the current “President“ Morey Levovitz, was in fact, never “duly elected” by members of the school.  Article VI, Section 4 of the school’s Bylaws states:


“No person shall be elected an Officer of the school unless he has been a member for at least two (2) years, and has been a member of the Board of Directors for at least one (1) year.”


At the time of his nomination to the office of President at Hillel, Morey Levovitz was a former President of Beth Jacob. He had attended no Hillel Board meetings during his several year tenure at Beth Jacob. At the time he was catapulted into office as President, he did not meet the prerequisites of Article VI, Section 4 of the Bylaws. The mere status of a current or former president of Beth Jacob does not confer standing to qualify as a candidate for any directorship on the Hillel Board of Directors. Even if it did, this would violate the CAIS accreditation requirements of independence of the Boards of the two separate corporate entities. Since Morey Levovitz had no standing whatsoever to be slated as a candidate for the office of President of the Board, he has usurped the powers of this office without a legitimate mandate. Mr. Levovitz could not have been duly elected by the members of the school as he was not qualified   to be a candidate “ab initio”. Thus, he currently serves in this office illegitimately, he must be deposed.

Several days after the "town hall" meeting, on November 2nd, 2005, the first board meeting of the 2005-06 school year was held. Notably, this was also the first board meeting held since March 21st, 2005.

A careful review and analysis of the official minutes of board meetings held from November 14th, 2001 through the present supports the themes and concerns raised by the parents at the October 31st, 2005, "town hall" meeting . Basically, the chief complaints are that for a variety of reasons which parents allege have not been adequately addressed by the board, the school is headed in a "downward spiral" as far as its financial security, internal morale of administration, teachers, and parents, lack of strong and experienced leadership, and consequently, its formerly stellar reputation in the community. Most importantly, the single most important factor contributing to all of these abovementioned issues is the complete lack of accountability of the President and his Executive Board to the board and to the membership of the school. Parents who have followed finances of the school from the inside express a concern that the school may "spiral" into bankruptcy if the runaway board continues to go unchecked."

Notably, the minutes show a steady drop in adherence to the Bylaws from 2001 to the present. 

In 2001, each administrative department head was required to attend and attended regular board meetings.  At the November 2nd, 2005, board meeting, the only administrative faculty member present was Rabbi Boruch Sufrin. There was absolutely no representation from Early Childhood, the Lower School, or the Middle School.  The general consensus is that these department heads are no longer required to attend board meetings and no longer sought after to attend board meetings. Quite frankly, it appears that they are not wanted at board meetings, maybe to avoid any disclosure to board members who are not completely in tune to what is really going on inside the walls of the school these days.In reality they were told by the current  president their presence  at these meetings are no longer needed.

Minutes of a January 24th, 2002 board meeting indicate that the 2001-02 board concerned itself with a known $100,000 budget deficit, or in other words, a "gap" between, amount of capital raised from all sources, and the dollar amount required to operate the school at that time. Currently, it is estimated that the budget deficit is between $1,000, 000 and $2,000,000 (subject to audit). However, the budget or financial status is a topic that has not been presented to the Board of Directors since last February 2005 for the past school year(2005-2006). Generally, the budget is included as a topic for discussion at quarterly intervals, and the financial books are open for Board Members to review.  In fact, since  February(2005) a substantial dollar amounts in the multiples of six figures have been spent on transactions, raises, hiring of senior administrative staff and this has been done intentionally without the board's knowledge of that spending and without the opportunity for the board to discuss and review such spending. 

Moreover, an even more ominous situation for the school is present now because that spending has not been supplemented by adequate fundraising. The upcoming Hillel Banquet is anticipated to net an amount of $200,000, which amount is seriously insufficient to bridge any potential $1,000,000- $2,000,000 gap in the budget. There is no other source or funds currently on hand with which to bridge this gap, and to facilitate the continued day-to-day operation of the school for the remainder of the 2005-06 school year. Indeed, if asked, most members of the board would say that they do not know anything about this topic, yet no one seems to be asking the questions that critical to a running an institution of this size and importance to the Los Angeles community.

Quite frankly, in all the years passed since 1948 when Hillel was founded, never has the situation at the school or its immediate community also known as the "Hillel Family" risen to this level of discontent, nor has the disdain for the Board and its officers, as well as the administrative staff ever been so great.  It is widely acknowledged that the “morale” of the school has seriously plummeted. Everyone and anyone from top administrative staff, to teachers, aides, or ancillary personnel are placed in fear of their “position” or “tenure” by an unhealthy and “hostile” morale which has permeated the entire atmosphere of the school. A once thriving community school, Hillel prided itself as a “family” and not merely an “institution.’ Parents and students as well have been alienated, and under this regime, continue to be alienated, which in turn explains the current drop in enrollment and attrition. This “unhealthy” atmosphere has negatively affected the school in the following ways:

1) Once devoted, “mistreated” employees now show less loyalty resulting in 
poorer job performance, and due to the lack of “goodwill,” optimal job performance cannot be expected.

2) Attitudes of administration, teachers, aides, and office staff have been sensed by parents and students alike, leading to the current attrition.

3) The significant decrease in capital fundraising via loss of tuition dollars from attrition lowers the ability of school to provide adequate salary/ compensation and therefore lowers performance of staff. (Note recent mold and Health Department issues at school in November 20005)

 The genuine concern for this formerly "flagship" Yeshiva Day School with thousands of exemplary graduates comes from the community at large, the Hillel parents, some of them also former Hillel students and graduates, now alumni.  Something is awry at Hillel, and someone must look into the matter raised here that is of grave concern. It is vital to the survival of the almost 60 year old institution we have come to love, honor, and respect for its stature in the Los Angeles community and in the West.

WHEREFORE, the members at large of the Hillel community respectfully and adamantly request that the following measures be taken immediately to save their beloved school, Hillel, a most valuable community asset, from any further movement along its current downward spiral to insolvency and ultimate bankruptcy:

A.  Immediate Legitimate elections with candidates that qualify according to the bylaws.   
                                                                                                        

B. IMPLEMENT AN IMMEDIATE FREEZE ON ANY AND ALL NON BOARD APPROVED SPENDING UNTIL THE BUDGET IS REVIEWED AND BOOKS ARE AUDITED BY AN OUTSIDE SERVICE

C.
IMPLEMENT AN IMMEDIATE HIRING AND FIRING FREEZE OF ADMINISTRATION, TEACHERS, ANCILLARY PERSONNEL, UNTIL THIS TOO CAN BE AUDITED AND REVIEWED

D.
IMPLEMENT ACCOUNTABILITY CHECKS AND BALANCES REQUIRED BY CALIFORNIA NON- PROFIT CORPORATIONS LAW RE: DISCLOSURE TO BOARD AND RATIFICATION BY FULL BOARD OF ANY ACTIONS… IMPLEMENT AUDIT COMMITEE

E.
IMPLEMENT TEMPORARY POLICY THAT NO HILLEL CHECKS WRITTEN OR ISSUED WITHOUT TWO SIGNATURES AND A THIRD PARTY APPROVAL REQUIRED
F.
NO NON-EMERGENCY NEW BUSINESS TO BE ADDRESSED AT BOARD   MEETINGS UNTIL CURRENT OPEN ISSUES ARE FULLY ADDRESSED AND REMEDIATED TO ALLOW SCHOOL TO REGAIN STATUS QUO

G.
ISSUE DEMAND FOR REIMBURSEMENT TO SCHOOL BY ANY AND ALL DIRECTORS OR OFFICERS(Levovitz,Kessler,Englanoff Loboda  Markoff ,etc) INVOLVED FOR ANY AND ALL SPENDING IN THE NAME OF HILLEL WITHIN THE PAST YEAR, OR WHICH SPENDING OR SELF-SERVING RATIFICATION OF SUCH SPENDING EXCEEDED THE SCOPE OF AUTHORITY GRANTED THOSE DIRECTORS OR OFFICERS TO CONDUCT BUSINESS IN GOOD FAITH ON BEHALF OF HILLEL BY VIRTUE OF THEIR OFFICE(S).

H. A thorough  investigation into Mr. Levovitz and his executive board in their non-reporting of major restricted and nonrestricted endowments to the school (Finklestein and Skolnick bequests) and his personal investment of these funds without  reporting to the board  or receiving their permission nor approval.

I     A thorough investigation by the Internal Revenue Service(IRS) into the activitities by the aforementioned officers(Levovitz,Englanoff,Kessler,Loboda Markoff , Rabbi Steven Weil, Rabbi Boruch Sufrin, etc) ,

5
4

