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HOBOKEN PUBLIC SCHOOLS
ADMINISTRATIVE FINDINGS - FINANCIAL, COMPLIANCE AND PERFORNIANCE REPORTING
FOR THE FISCAL YEAR ENDED JUNE 30,2011

Scope of Audit

The audit covered the financial transactions of the Board Secretary/School Business Administrator and Treasurer of School
Moneys, the activities of the Board of Education, the records of the various funds under the auspices of the Board of
Education. : ‘

Administrative Practices and Procedures
Insurance |

Fire insurance coverage was carried in the amounts as detailed oo the Insurance Schedule contained in the district's CAFR.

Official Bonds
 Name | | | Position Amount
Robert H. Davis . Board Secretary _ | . ' o $325,000
- Geor ge DeStefano ‘ | Treasurer'of Sehool Monies * . 305,000

There is an Employees Dishonesty Faithful Performance Crime Coverage w1th the New Jersey Sehool Boards Association
Insurance Group covering ail other employees with multiple coverage of $500,000.

* Position of Treasurer of School Monies was eliminated by Board resolution on August 10, 2011,

Tuition Charges

A compatison of tentative tuition charges and actual certified tuition charges was made, The Board made a proper
adjustment to the billings to sending districts in accordance with N.J.A.C. 23A-17. 1(H)3. ' -

Financial Planning, Accounting and Reporting

Payzo[l Account

The net salaries of all employees of the Board were dep031ted in the Payroll Account. Employees payroli deductions and
employer's share of fringe beneﬁts were deposﬂed in the Payroll Agency Account.

Salary withholdings were prompt[y remitted to the proper agencies for the payroll perlods tested

All payrolls were certified by the President of the Board the Board Seoretary/Busmess Admmstrator and the Chief School
Admmlstrator




HOBOKEN PUBLIC SCHOOLS
ADMINISTRATIVE FINDINGS - FINANCIAL, COMPLIANCE AND PERFORMANCE R]JPORT]NG
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Financial Planning, Accounting and Reporting (Continued)

Reserve for Encumbrances and Accounts Payable

A review of outstanding issued purchase orders was made as of June 3(} for goods not yet received or services not yet
rendered. Also, unpaid purchase orders included in the balance of accounts payable were reviewed for propriety and to,
determine that goods were received and services were rendered, as of June 30. Our proeedures revealed exceptions with
respect to proper classification of accounts payable and reserve for encumbrances.

Classification of Expenditures

The coding of expenditures was tested for proper cla551ﬁcat10n in aecordance with N.J.LA.C. 6A: 23A-16 2(f) as part of our
test of transactions of randomly selected expenditure items. We also reviewed the coding of all expenditures included in our
compliance and single audit testing procedures. In addition to randomly selecting a test sample, our sample selection
included administrative coding classifications to determine overall reliability and compliance with NJAC 6A:23A-8.3. Asa
result of the procedures performed, no additional procedures were deemed necessary to test the proprlety of expendlture
classxﬁcatlon :

Finding — During our test of transactions, it was noted that the Assistant Superintendent’s entire salary was charged
to Improvement of Instructional Services. According to State Department of Education guldehnes Assistant
Superintendent’s full salary must be charged to General Admlmstlatlon unless proper documentation is pr0v1ded to
justify allocation to a specific support function. ~

Recommendatmn - The District p1operly budget and charge all admmistratwe salaries pursuant to budget
guidelines and any allocations to support functions be properly documented.

Board Secretary's Records -

The minutes maintained by the Board Secretary were in good condition.

Business Administrator’s Records
The financial records and books of account maintained by the Business Administrator were in good condition.

Acknowledgement of the Board’s receipt of the Board Secretary’s and Treasurer’s monthly ﬁnanc:lal reports were included
in the minutes.

The prescribed contractual order system was followed with exception as previously noted.

Our review of the financial and accounting records maintained by the Business Administrator disclosed the following;

Treasurer's Records

The Treasurer did perform reconciliations for all tequired accounts.

The Treasurer’s records were in agreement with the Board Secretary’s records,




HOBOKEN PUBLIC SCHOOLS ' :
ADMINISTRATIVE FINDINGS - FINANCIAL, COMPLIANCE AND PERFORMANCE REPORTING
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 ' -

Financial Planning, Accounting and Reporting (Continued)

- Elementary and Secondary School Education Acf (E.S.E.A.YImproving America’s Schools Act (LA.S.A.) as Reauthorized
by the No Child Leﬁ Behind Act of 2001 ‘ .

The E.S.E.A/NCLB financial exhibits are contained within the Special Revenue section of the CATR. This section of the
CAFR documents the financial position pertaining to projects under Titles I, I, I, IV and VI of the Flementary and
Secondary Education Act as amended and reauthorized.

Our examination of the E.S.E.A/NCLB funds on a test basis indicated that obligations and expenditures were incurred . .
during the fiscal year or project period for which the project was approved. . '

Other Speciai Federal and/or State Projects

The District's 'Spécial Projects were approved as listed on Exhibit K-3 and Exhibit K-4 located in the CAFR.

Our examination of the Federal and State funds on a test basis indicated that obligations and expenditures were incurred
during the fiscal year or project petiod for which the project was approved. - '

- The financial exhibits contained herein represent a true. statement of the financial position pertaining to the aforementioned
- special projects. : - ' '

T.P.AF. Reimbursements

Our audit proéedures included a test of the semi-monthly reimbursement forms filed with the Deparfment of Education for
district employees who are members of the Teachers Pension and Annuity Fund. No exceptions were noted. '

School Purchasing Programs

. Contracts and Agreements Requiring, Advértisement for Bids .

Effective July 1, 2010 and thercafter the bid thresholds in accordance with N.JS.A. 18A:18A-2 and 18A:18A-3(a) are
$36,000 (with a Qualified Purchasing Agent) and $26,000 (without a Qualified Purchasing Agent), respectively. The law
regulating bidding for public school student transportation contracts under N.J.S.A. 18A:39-3 is currently $17,200. The
" Board has designated the School Business Administrator/Board Secretary as the qualified purchasing agent.

The District has the responsibility of determining whether the expenditures in any category will exceed the statutory
thresholds within the fiscal year, Where question arises as to whether any contract or agreement might result in violation of
the statute, the Board Atiorney's opinion should be sought before a commitment is made. )

Inasmuch as the system of records did not provide for an accumulation of payments for categories for the performance of any
work or the furnishing or hiring of any materials or supplies, the results of such an accumulation could not reasonably be
ascertained. Disbursements were reviewed; however, to.determine whether any clear-cut violations existed.

The results of our examination did indicate that individual payments, contracts, or agreements were made "for the
performance of any work or the furnishing or hiring of any materials or supplies,” in excess of the statutory thresholds where
there had been no advertising for bids in accordance with the provision of N.J.S.A. 18A:18A-4, as amended.

Resolutions were adopted aunthorizing the awarding of contracts or agrecments for "Professional Services"-per N.J.S.A.
18A:18A-5. '

4




HOBOKEN PUBLIC SCHOOLS , :
ADMINISTRATIVE FINDINGS - FINANCIAL, COMPLIANCE AND PERFORMANCE REPORTING
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 _ :

School Purchasing Programs (Continued)

Contracts and Agreements Requiring Advertisement for Bids (Continued) .

The system of records did not provide for an accumulation of purchases for which the school board used contracts entered -
into by the State Department of Purchase and Property pursuant to Ch. 114, P.L. 1977, therefore, the extent of such
purchases could not reasonably be ascertained. Our examination did reveal, however, that purchases were made through the -
use of State contracts. ' '

Finding — Numerous vendors were identified as State contracts, however, no documentation or Board approifal
could be obtained to support these contracts.

Recommendation — Tt is recommended that purchases entered into pursuant to the State of New Jersey Cooperative
Purchasing Program, which exceed the bid threshold be submitted for approval by the Board in accordance with
NJ.AC. 5:34-7.29 and that supporting documentation identifying the State contract be maintained with the purchase
order.’ : o ' ‘

Food Service Fund

The financial transactions and statistical records of the school food services were maintained in satisfactory condition. The
financial accounts, meal count records and eligibility applications were reviewed on a test-check basis. . ‘

The number of meals claimed for reimbursement was verified against meal count records with exception. As part of the
claims review process the Edit Check Worksheet was completed. :

Finding — The Federal and State lunch subsidy reimbursement for February 2011 was not certified in a timely
manner, therefore, the District was forced to forfeit the reimbursement of funds in the amount of $51,047.

Recommendation — 'All Federal and State lunch subsid'y reimburséments be subrhitted and certified in a timely
manner. : : ‘

Applications for free and reduced price meals were reviewed for completeness and accuracy. The free and reduced price.
meal and free milk policy is uniformly administered throughout the school system. The required verification procedures for
free and reduced price applications was completed and available for review. Lo

Finding — Our audit revealed a year end deficit of $783,849 in unrestricted net assets of the Food Service Fund.

Recommendation — Appropriate action be taken to ensure adequate funds are available to sustain the operations of
the Food Service Fund. . : ‘ , :

Expenditures were separately recorded as food, labor and other costs. Vendor invoices were reviewed and costs verified.
Tnventory records on food supply items were currently maintained and properly applied in determining the cost of food and
supplies used. ' ' : :

The cash dishursement records reflected expenditures for program related goods and services. The appropriate revenue and '
expenditure records were maintained in order to substantiate the non-profit status of the school food service.




HOBOKEN PUBLIC SCHOOLS -
ADMINISTRATIVE FINDINGS - FINANCIAL, COMPLIANCE AND PERFORMANCE REPORTING
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Food Service Fund (Conﬁnuéd)
Food Distribution Program commodities were received and a separate inventory were maintained on a first-in, ﬁrst;out basis.
Exhibits reflecting Child Nutrition Program operations are included in the section entitled‘Ent:erprise Funds.
Finding — Our audit over food service collections revealed numerous deposits were not made ina timely manner.
Recommendation — Food.service collections be deposited in a timely manner. | |
Finding — Our audit revealed that the monthiy food service rﬁanagemeht company’s operating statements are not
being reconciled to District’s revenue records. A difference of approximately $86,000 was noted between the -

District’s internal accounting records and the food service management company’s operating statement.

Recommendation — Monthly food service management company’s operating statements should be reconciled to
District records on a monthly basis, ' o '

Scholarship Funds

Cash receipts and disbursement records were maintained for scholarship accounts.

Student Activity Accounts

The District has a policy which clearly established the regulation of student activity funds.

Cash receipts and disbursements records were maintained for student activity funds.

Applicatioh for State School Aid

" Qur audit procedures included a test of information reported in the October 15,‘ 2010 Application for State School Aid
(A.S.8.A.) for on-roll, private schools for the handicapped and low-income. We also performed a review of the district
procedures related to its completion. The information on the A.S.5.A. was compared to the district workpapers without
exception. The information that was included on the workpapers was verified without exception. The results of our
procedures are presented in the Schedule of Audited Enrollments. '

The District maintained workpapers on the prescribed state forms or their équivalent.

The District had adequate written procedures for the recording of student enrollment data.

Pupil Transportation

" -Our audit procedures included a test of on roll status reported in the 2010-2011 District Report of Transported Resident
Students (DRTRS). The information that was included on the DRTRS was verified to the DRTRS Eligibility Summary
Report without exception. The results of our procedures noted differences for amounts tested which are presented in the

* Schedule of Audited Enrollments. | :

Our procedures also included a review of transportation related contracts and purchases. Based on our review of
transportation related purchases of goods and services, the District complied with proper bidding procedures and award of
contracts. '




HOBOKEN PUBLIC SCHOOLS
- ADMINISTRATIVE FINDINGS - FINANCIAL, COMPLIANCE AND PERFORMANCE REPORTING

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Facilities and Capital Assets

Since the District is classified as an At-Risk School District, a portion of SDA grant activity is conducted by the State of
New Jersey on behalf of the District. The District also receives direct grant payments.

Finding — Our audit revealed that the current year capital asset activity was not properly integrated into the asset
inventory records in the District’s accounting records. Current year additions and depreciation expense were
provided, however they are not properly reflected in the internal accounting records. In addition, building
improvements conducted for the past few years are not reflected in the District’s fixed asset inventory records.

Recommendation — It is recommended that the District’s complete a physical inventory of all property, plant and
equipment and integrate these updated records into the District’s internal accounting software.

Follow-up Prior Year Findings

In accordance with government standards, our procedures included a review of all prior year recommendations.

Suggestions to Management

1. In accordance with N.J.A.C. 6A:23A-5.2(a), the District have a resolution or memorandum to acknowledge that the
District exceeds 130% of the statewide average for legal costs and to implement specific internal controls for the
reduction of costs or to provide evidence that such procedures would not result in a reduction of costs.

2. Prior year outstanding checks in the District’s bank accounts should be reviewed and cleared of record.




HOBOKEN PUBLIC SCHOOLS
FOOD SERVICE FUND
NUMBER OF MEALS SERVED AND (OVERY/UNDERCLAIM
ENTERPRISE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

SCHEDULE OF MEAL COUNT ACTIVITY

‘Meals Meals/Milks Meéls/Mi]ks Meals/Milks o Under

Program Category  Claimed Tested Verified Difference " Rate Claim
National School Lunch ' : . - :
- (HighRate) ' Paid 41,959 21,725 21,725 - % 27 -
Reduced 15,633 7,972 7,972 B 230 -
Free 115,275 76,815 76,815 - 027 -
Total Lunch 172,867 - 106512 106,512 _— S
School Breakfast B ' : : 7
(Severe Needs Rate) © Paid 4,429 2,459 2,459 1.74 .
Reduced 2,586 1,381 1,381 A VT
‘Free 33,072 . 17,189 17,189 - 026 - -
Total Breakfast 40,087 21,029 21,029 7 - : -
School Snacks . ]
(Regular) Free = - \ - -

_ Total Snacks - - - ) - ‘ - % -
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HOBOKEN PUBLIC SCHOOLS
CALCULATION OF EXCESS SURPLUS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

SECTION 1

- Calculation A: 2% Excess Surplus:

2010-2011 Total General Fund Expenditures Reported on Exhibit C-1

Less: Expenditures allocated to restricted federal sources
as reported on Exhibit D-2

2010-2011 Adj usted General Fund and Other State Expenditures

Decreased by:
~ On-Behalf TPAF Pension & Social Security

Adjusted 2010-2011 General Fund.Expendituresl _
2% of Adjusted 2010-2011 General Fund Exper_iditures

Enter Greater of 2% of Adjusted 2010-2011 General Fund Expenditures or

$250,000
Increased by: Allowable Adjustment

Maximum Unassigned Fund Balance

. SECTION 2 - All Districts
~ Total General Fund - Fund Balances at June 30, 2011
(Per CAFR Budgetary Comparison Schedule/Statement)

Decreased by:
Reserved for Encumbrances

Other Reserved Fund Balances - Capital Reserve -
Unrestricted, Designated for Subsequent Year's Expenditures

Total Unassi gned Fund Balance
SECTION 3 - All Districts

Reserved Fund Balance - Excess Surplus .

Recapitulation of Eicess Surplus as of June 30., 2011

Reserved Excess Surplus

Total

* Detail of Allowable Adjustment

Extraordinary Aid
Impact Aid

12

$ 50,023,865

746,851

¥ 929,073

349,702

$ 2,810,341

345,553
750,000

913,196

§ 49,277,014

2823372
| 46,453,642
$ 929,073
$ 1,278,775
$ 801,592 -
$ -
$ -
$ 141,693
208,009
$ 349702




HOBOKEN PUBLIC SCHOOLS

Encumbrances

For the Fiscal Year Ended June 30, 2011

Encumbrances per the June 30, 2011 Board Secretary Report (Funds 11, 12, 13, 15)

Orders
Reclassified to
Accounts Encumbrances
Amount Payable Cancelled
Properly Through Audit ~  Through Audit
Description Total by Category Encumbered Adjustments Adjustments
Regular Instruction 141,404 141,404
Special Education Instruction 18,124 18,124
School Sponsored Co-Curricular 17,782 17,782
Other Instruction 4,229 4,229
Student Support Setvices 26,773 26,773
General Administration 91,478 .. 91,478
Schoo! Administration 7372 7,372
Central Services 8,865 8,865
Operations and Maintenance 17,752 17,752
Transportation 2,562 2,562
Unallocated Benefits
Charter Schools
Capital Outlay 9,212 9,212
' 345,553 ] ]

345,553

Total Encumbrances Cancelled During the Audit

Orders R@classiﬁcd to Accounts Payable by Audit Adjustment

Fund Balance Reserved for Encumbrances in the CAFR:

13

345,553




HOBOKEN PUBLIC SCHOOLS
ADMINISTRATIVE FINDINGS ~ FINANCIAL, COMPLIANCE AND PERFORMANCE REPORTING
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

RECOMMENDATIONS

1. Administration Practiees and Procedures

There are none.

1L Financial Planning, Accounting and Reporting

Tt is recommended that the District properly budget and charge all administrative salaries pursuant to budget
guidelines and any allocations to support functions be properly documented. ' '

J1EN School Purchasing Program
It is recommended that purchases entered into pursuant to the State of New Jersey Cooperatwe Purchasing Program,

which exceed the bid threshold be submitted for approval by the Board in accordance with N.J.A.C.-5:34-7.29 and
that supporting documentation identifying the State contract be maintained with the purchase order.

IV. = School Food Services

It is recommended that:
1. All Federal and State lunch subsidy reimbursements be submitted and certified in a timely manner.

2. Appropriate act1on be taken to ensure adequate funds are ava1lable to sustain the operations of the Food Service
Fund,

3. Food service collections be depos;ted in a timely manner. -

4, Monthly food service management company’s operating statements should be reconcﬂed to District reeords ona
monthly basis. ,

Y. Scholarship Accounts

There are none.

V1. Student Activity Funds

There are none.

VII. Applicatien for State School Aid

. There are none.
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HOBOKEN PUBLIC SCHOOLS
ADMINISTRATIVE FINDINGS — FINANCIAL, COMPLIANCE AND PERFORMANCE REPORTING
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

RECOMMENDATIONS
(Continued)

VIII. Pupil Transportation

Thete are none.

IX. Facilities and Capital Assets

It is recommended that the District’s complete a physical inventory of all property, plant and equipment and
integrate these updated records in the District’s internal accounting software,

X. Miscellaneous
There are none.

XI. Follow-up on Prior Year Findings

A review was performed on all prior years' recommendations and corrective action was taken on all.
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Respectfully submitted,

PSA Number CS08756
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