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SuprPLEE, CLOONEY & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

308 East Broad Street, Westfield, New Jersey 07090-2122

Telephone 908-789-9300 Fax 908-789.8535
E-mail info@scnco.com

INDEPENDENT AUDITOR'S REPORT

Honorable President and Members
of the Board of Trustees

Hawthorne Board of Education

Hawthorne, New Jersey 07506

We have audited, in accordance with U.S. generally accepted auditing standards and
Government Auditing Standards issued by the Comptroller General of the United States, the
basic financial statements of the Borough of Hawthorne School District in the County of Passaic
for the year ended June 30, 2020, and have issued our report dated January 4, 2021.

As part of our audit, we performed procedures required by the New Jersey Department
of Education, and the findings and results are disclosed on the following pages, as listed in the
accompanying table of contents,

This report is intended solely for the information of the Borough of Hawthorne School
District, County of Passaic, New Jersey, the New Jersey Department of Education and federal
and state audit awarding agencies and is not intended to be and should not be used by anyone

other than these specified parties.
Jwvdl aﬂ £

CERTIFIED PUBLIC ACODUNTANTS

2B

- PUBLIC SCHOOL ACCOUNTANT NO, 948

January 4, 2021



Independent Auditor's Management Report of Administrative
Findings — Financial and Compliance

Scope of Audit

The audit covered the financial transactions of the Board Secretary/School Business
Administrator and the activities of the Borough of Hawthorne - Board of Education, the records
of the various funds under the auspices of the Board of Education.

Administrative Practices and Procedures

Ingsurance

Fire insurance coverage was carried in the amounts as detailed on the Insurance
Schedule (Exhibit J-20) contained in the District's Comprehensive Annual Financial Report
(CAFR).

Official Bonds (N.J.S.A. 18A:17-26, 17-32)

Amount
Name Position of Bonds
Gertrude Engle Business Administrator/Board Secretary $300,000.00

There is a Public Employees’ Bianket Position Bond with Selective Insurance Company
covering all other employees with multiple coverage of $100,000.

Financial Planning, Accounting and Reporting

Examination of Claims

Our audit of claims paid during the period under review did not indicate any
discrepancies with respect to signatures, certification or supporting documentation.

Payroll Accounts

The net salaries of all employees of the Board were deposited in the Net Payroil
Account. Employees’ payroli deductions and employer’s share of fringe benefits were deposited
in the Payroll Agency Account.

All payrolls tested were approved by the Superintendent and were certified by the
President of the Board, the Board Secretary/Business Administrator and the Chief School
Administrator.

Salary withholdings were promptly remitted to the proper agencies including health
benefits premium amounts withheld due to the general fund.

Payrolls were delivered to the secretary of the board with a warrant made to her order
for the full amount of each payroll.



Independent Auditor's Management Report of Administrative
Findings — Financial and Compliance

Financial Planning, Accounting and Reporting (Continued)

Position Control Roster

The Position Control Roster was reviewed and compared to payroll records, employee
benefit records and charges made to the general ledger to ensure proper and consistent
financial reporting and that employee benefits are only offered to current employees.

Reserve for Encumbrances and Accounts Payable

A review of outstanding issued purchase orders was made as of June 30, for goods not
yet received or services not yet rendered and it was determined that no blanket purchase orders
were included in the balance of the reserve for encumbrances. 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.

Classification of Expenditures

The coding of expenditures was tested for proper classification in accordance with
N.J.AC. 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
specifically targeted administrative coding classifications to determine overall reliability and
compliance with N.J.A.C. 6A:23A-8.3. As a result of the procedures performed, no errors were
noted and no additional procedures were deemed necessary to the test the propriety of
expenditure classification.

Board Secretary's Records

The records maintained by the Board Secretary were in agreement with the records
maintained by the Treasurer.

Treasurer's Records

The records maintained by the Treasurer were in satisfactory condition and were in
agreement with the records maintained by the Board Secretary/Business Administrator,

Elementary and Secondary Education Act (E.S.E.A.} as Amended by the Every Student
Succeeds Act (ESSA)

The E.S.E.A. financial exhibits are contained within the Special Revenue Section of the
CAFR. This section of the CAFR documents the financial position pertaining to the projects
under Title | and Title VI of the Elementary and Secondary Education Act as amended and
reauthorized.



Independent Auditor’'s Management Report of Administrative
Findings — Financial and Compliance

Other Special Federal and/or State Projects

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

Our audit of the federal and state 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.

The financial exhibits are contained within the Special Revenue Section of the CAFR.
This section of the CAFR documents the financial position pertaining to the aforementioned
special projects.

T.P.A.F. Reimbursement

Our audit procedures included a test of the semi-monthly reimbursement filed with the
Department of Education for district employees who are members of the Teachers Pension and
Annuity Fund.

The amount of the expenditure charged to the current year's Final Repori(s) for all
federal awards for the school district to reimburse the State for the TPAF/FICA payments made
by the State on-behalf of the school district for those employees whose salaries are identified as
being paid from federal funds was made prior to the end of the 60 day grant liquidation period
required by the Office of Grants Management. The expenditure was reviewed subsequent to the
reimbursement.

School Purchasing Programs

Contracts and Agreements Requiring Advertisement for Bids

N.J.S. A 18A:18A-3 states "a. When the cost or price of any contract awarded by the
purchasing agent in the aggregate, does not exceed in a contract year the total sum of
$29,000.00, the contract may be awarded by a purchasing agent when so authorized by
resolution of the board of education without public advertising for bids and bidding therefor,
except that the board of education may adopt a resolution to set a lower threshold for the receipt
of public bids or the solicitation of competitive gquotations. If the purchasing agent is qualified
pursuant to subsection b, {pending before the Legislature as section 15 of this bill) of section 9
of P.L. 1971 c. 198 (C.40A:11-9) the board of education may establish that the bid threshold
may be up to $40,000.00. Such authorization may be granted for each contract for by a generat
delegation of the power to negotiate and award such contracts pursuant to this section.



Independent Auditor’s Management Report of Administrative
Findings — Financial and Compliance

School Purchasing Programs (Continued)

Contracts and Agreements Requiring Advertisement for Bids (Continued)

h. Commencing in the fifth year after the year in which P.L. 1999 ¢. 440 takes effect,
and every five years thereafter, the Governor, in consultation with the Department of Treasury,
shall adjust the threshold amount and the higher threshold amount which the board of education
is permitted to establish as set forth in subsection a. of this section or the threshold amount
resulting from any adjustment under this subsection, in direct proportion to the rise or fall of the
index rate as that term is defined in N.J.S.A. 18A:18A-2 and shall round the adjustment to the
nearest $1,000.00. The Governor shall notify all local school districts of the adjustment no later
than June 1 of every fifth year. The adjustment shall become effective on July 1 of every year in
which it is made. Any contract made pursuant to this section may be awarded for a period of 24
consecutive months, except that contracts for professional services pursuant to paragraph (1) of
subsection a. of N.J.S.A. 18A:18A-5 may be awarded for a period not exceeding 12 consecutive
months.”

N.J.S.A. 18A:18A-4 states, "Every contract for the provision or performance of any
goods or services, the cost of which in the aggregate exceeds the bid threshold, shall be
awarded only by resolution of the board of education to the lowest responsible bidder after
public advertising for bids and bidding therefor, except as is provided otherwise in this chapter
or specifically by any other law.

The Board of Education may, by resolution, approve by the majority of the board of
education and subject to subsections b. and ¢. of this section, disqualify a bidder who wouid
otherwise be determined {o be the lowest responsible bidder, if the board of education finds that
it has had negative prior experience with the bidder.”

Effective July 1, 2019, the bid threshoid in accordance with N.J.S.A. 18A:18A-3(a) and
(c) is $29,000.00. In accordance with N.J.S.A. 40A:11-9 (b) the bid threshold for all purchases
made by the District's qualified purchasing agent is $40,000.00. The law regulating bidding for
public school student transportation contracts under N.J.S.A. 18:39-3 is currently $19,600.00.

The Board of Education 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 resuit in violation of the statute, the
solicitor'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 indicated that no 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 provisions of N.J.S.A. 18A:18A-4.
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School Purchasing Programs (Continued)

Contracts and Agreements Reqguiring Advertisement for Bids (Continued)

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

The system of records did not provide for an accumulation of purchases for which the
Schoo! 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 the district made purchases through the
use of state contracts.

School Food Service

COVID - 19 Emergency

In accordance with the Governor's Declaration of Emergency pertaining to the COVID 19
Virus all Public, Charter and Non-Public schools were ordered to close effective as of March 18,
2020 for an undetermined period to limit the spread of the virus. As a result, School Food
Authorities (SFA) were required to institute alternate procedures to provide meals {0 Free and
Reduced Price eligible students during the period of school closures.

Therefore, SFAs were authorized fo solicit and award emergency noncompetitive
procurements and contracts with Food Service Management Companies in accordance with 2
CFR 200.320 and N.J.S.A. 18A:18A-7. The SFAs were also authorized to submit contract
modifications to their existing Cost Reimbursable or Fixed Price contracts as necessary to
ensure the feeding of Free and Reduced Price meal eligible students.

SFAs were notified of the requirement to maintain and report separate meal count
records and financial records of all applicable costs incurred in providing meals to all free and
reduced price meal eligible students during the emergency.

The school food service program was not selected as a major federal and/or State
program. However, the program expenditures exceeded $100,000 in federal and/or State
support. Accordingly, we inquired of school management, or appropriate school food service
personnel, as to whether the SFA had any Child Nutrition Program reimbursement overclaims or
underclaims. No exceptions were noted.
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School Food Service (Continued)

COVID — 19 Emergency (Continued)

In addition, we inguired of school management, or appropriate school food service
personnel, as 1o whether the SFA's expenditures of school food service revenues were limited
to aliowable direct and indirect costs. No exceptions were noted.

The statement of revenues, expenses and charges in fund net position (CAFR exhibit B-
5) does separate program and non-program revenue and program and non-program costs of
goods sold.

We also inquired of management about the emergency COVID-19 procedures/practices
that the SFA instituted to provide meals to eligible students, maintenance of all applicable
preduction records; meal counts; noncompetitive procurements; modification of existing
contracts and applicable financial records to document the specific costs applicable to the
emergency operations.

Student Body Activities

The records for the Student Body Activities were maintained in satisfactory condition.

Application for State School Aid

Our audit procedures included a test of information reported in the October 15, 2019
Application for State School Aid (A.S.8.A.) for on-roll, private schools for the handicapped, low-
income and bilingual. We also performed a review of the district procedures related to its
completion. The information on the A 8.8S.A. was compared to the district workpapers without
exception. The information that was included on the workpapers was verified with minor
exceptions. The results of our procedures are presented in the Schedule of Audited
Enroliments.

The district maintained workpapers on the prescribed state forms or their equivaient.

The district had written procedures for the recording of student enroliment.



Independent Auditor’'s Management Report of Administrative
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Pupil Transportation

Our audit procedures included a test of on-roll status reported in the 2019-2020 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 resuls of
our procedures are presented in the Schedule of Audited Enroliments.

Our procedures also included a review of transportation related contracits and
purchases. Based on our review, the district complied with proper bidding procedures and
award of contracts. The bid specifications for the purchase of buses were in compliance with
applicable statutes. No exceptions were noted in our review of transportation related purchases
of goods and services.

Capital Assets and Facilities

Our procedures included a review of the SDA grant agreements for consistency with
recording of SDA revenue, transfer of local funds from the general or capital reserve account,
and awarding of contracts for eligible facilities construction.

Miscellaneous

The school district adhered to the requirements of NJ.A.C. 26-1.2 and 12.4 related to
the testing for lead of all drinking water in educational facilities. The District submitted the
annual Statement of Assurance to the Department of Education, pursuant to N.J.A.C. 6A:26-
12.4(g).

Follow-Up Prior Year's Audit Findings

Not Applicable.
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Recommendations

. Administrative Practices and Procedures

None

. Financial Planning, Accounting and Reporting

None

. School Purchasing Program

None

. School Food Service

None

. Student Body Activities

None

. Application for State School Aid

None
. Pupil Transportation
None

. Capital Assets and Facilities

None
Miscellaneous
None

. Status of Prior Year’s Findings/iRecommendations

Not Applicable



6L0OZ '§1 HAROLD0 #O SV LNAWTIONNT

AHVIRHINNS dIV TGOHDE ILVLS HOH NOLLYOIMddY

SLNIWTIOHNT G3LIGNY 0 ITNAIHIS
NOLELYONAZ 0 GHVYOT INHOHLMYH

b —————— V3 fomeeemee mmR———
%000 %000 %000 %000 %000 jou3 abgquaniag
'] 44 44 092 0 1] 0 14 g £82 0 0 0 LEE'E o LEC'E S[EoL
- - - - - ‘085 1804 14 Q0N 0D
- B - - - sg|nBay - '0op 0D
1] [44 44 09z o 0 0 L4 g 8 2] 0 0 86¢ 0 868 feyoqng
- 5l [T I - 51 0 51 - - [-F4) £Zt |ooyag ybi - p3 dg
- 4 4 s - - L bi - - 26 6 jooydg SippIy - p3 dS
- € £ ¥ - - 2z zZ - - €81 €8l Aeewass - pa 'dg
o 0 0 0 g 1] ] [i%4 0 SE2 0 0 0 £E6'E 0 £E6°'L Ejoiqng
- - - L2 0 ¥4 - - 6591 =13 SAEML
- - " 18 0 9 - - 624 8zl uaaa(3
- - - AN A - - obt ovl ua),
- " - £l £ - - LG4 201 BUIN
- - - oz 0z - - ¥oi 3l WS
- - - L FAN - - chi Zrl uanag
- - - 714 0z - - 194 48l AS
- - - 13 8L - - £51 £51 BALY
- - - FA) FAN - - [oi-43 orlL o
- - - =18 9 - - ogi otk #aiy)
- - - gL g - - 15 isl QMg
- - - Lz ¥4 - - o749 =FA Lo}
- - - gl gL - - 0g4 0S5l usueBiapuny AeQ yn4
. - - L L - - 8 g IA b - eouasald AeQ) el
. - - L L - - L L A € - joouasald Aed ped
sjoug paynap, ucheo SPYIS PaIRYG Iivd pIeys fin4 paseyg eE] paleyg Bl paieys lird paseysg HUE]
sdwes aidwes -HUBA ajeald oy uo oY o siadedyiopn sIoN jow uo 1oy uo
103 SBY'SSY sJa1siBay si2)siiay WO PIPSRS siadedyiion, SE papoday
siduieg  uo pauoday 1ad siouy Jad payusp adwes uo papoday
pajqesiq Joj [00yog Meald UOREILLIAA 10} Bdiueg {e1ep 61151/01) PIY {0042 AEIS 104 uonednddy LZ-0Z0Z

10



AYYWIANNS dIV T00KIS 3LVLS HOd4 NOLLVIITddY
SLNIWTIONNE 03.L1aNY 40 3TNAIHOS

6LOZ 'Sl ¥AGOLIOQ 40 SV INIWTTOUNI

NOILYONQA 40 GEVOd SNYOHLMYH

I't L't spasn (B0AdG Yitw pig (eroads « Bay cadg
144 ¥y 1§ tied ) SWADMS Mg opesn) Bupn|axy srinday -« (sFeapn) Bay 398 %00°0 %00°C
'S 3 (¢ UEJ) SHUAPTIS M 2pwin Suipniau] 1enday - (2FEapiN) Bavy Bay
POTENI[BISY pautoday “ ¥LE yLE - Tiy Ziy
0 98 98 0 g2 9zl
0 16 16 o ¥EL 443
0 2z 2z 0 9z 9z
0 Gl gL 0 agl 984
$I04T paULIBA DEISBL S1017 PUISIC) Aunoys300
Ag g 1xa A sy l¥a
uo papoday  uo pauoday
uonenodsuesr)
T A T———
%000 %00°0 %000 %000
0o LE 0LE g0 9g 0'9g 1] f44 [Ax4 00 0689 0689
0 0 0 0 0 0 0 0 v} 0 3 L
o0 00 0 0 L i
00 € 0t 00 £ 0t 4 §§ CE] o0 029k 0'Z9l
M o - - vi 14 - o'y v
- Z 4 - 14 Z - gL £t - L8 A%
- b L - 2 L - 14 8z - £8 £8
g 8z 8Z 0 £e £e 0 L) LLL 00 0928 092§
- 4 z - Z 4 - 83 il - 2% Pe
- Z z - Z Z - (34 il - ¥t ¥e
- I 2 - L L - Pl Pl - ad (A4
- 0 " - 6 6 - 4 L2
- 4 Z - Z Z - 4" 14 M A 44
- L 1 " b ! - 7l 4] - A4 44
- £ £ - 14 ¥ - Ll a3 - 1G LG
- € £ " ¥ 4 - Gl Gt - £y 4
- £ £ - £ € - gl 13 - 2g 44
- 0 - - Zh Zi - 1 se
- 4 14 - g g - gl 23 - 9% 9
- € £ - ¥ ¥ - gl g1 - 14 S¥
- 4 ¥ - G g " Lt L - £t £e
- 0 - - 0 -
. ) - - 0 -
$10013 rB)stbay saadedsiopy S50003 BUIOBUL aluooy) $J017 )s:6ay siadedyIopA SI0IT ENT: SO
aduresg pue woy MO} 431 Mol Jd37 adures pue Wy Mo Mo
8008 1591 paypses se siadedsiopy, SEYSSY uoiyeot|ddy paleRg se siadedyiopy  SBY'S'S'Y
0] payuBA adwes uo paloday uo paytoday O} PAYLIDA gdwesg uo peuoday  uo paloday
UOCHEDLIBA 10} a|dlueg SLUOIL| MO g7 JUSPISEN LONED|JIBA i0) Bdues BLUODU| MO JUIPISIY

Jo1i3 abejuasiag

sizo)
g |00 '28dg p3 Iepads

2 [0D “HQNS-UON - DapodsuBl )

¥ 100 ‘pRdg- oy
L 1109 'S|0040S olland - Bay

10337 abpjuasiad

sjejol

JEUBD BnuBpISeY SJAA

jBjogng
leoysg Ui - p3 "ds
100Y0S SipPIK - P "dg
Azusweg - pg dg

|ej03qng
BPM]
uanafg
U
BN
b3
uanag
XIg
antd
ano4
|8 L
om)
aup
uayebiapuy Aect (N4
1A ¥ - [ooySsaid AeCl JeH
1A € - 100yosald Ae( jleH

11



%0070

6l 0’61 00 S¢ 05z

(=g e gpey =]
1

61 §¢ S¢

pad
o

o3

1
— (N W
— N M

~—

ODONOMe-=MNOONMNOMNONOM
E t
N e
[V IS i i 3

sloliq
gidweg

isiBay pue siadedyiopn sJolg BWIODU| BWOOU|
uosjeoiddy oy pejsiag MOT LON Mo LON
0] paylLaA s|dwesg se siadedyops SBE v'S'SY
Lo palioday uo payoday

ucnesyLIaA 104 oidiueg SUWOoU| MO L1ON 431 uepisay

6102 ‘S} ¥IHOLO0 40 SV INIFWTTOUNT
AMYNINNS AIV TO0HDS 3LV.LS HOd NOILYIMiddY
NOLLYONAZ 40 QAVOE INYOHLMYH

lou7g ebejuadiad

sejol
383 180d 14 O0A 0D
JejnBay - 20 0D

Iej01qng
yBiH - p3 feoeds
3IpPIN - P 1eedg
Aeuowem - pa |evedg

|ogng
InBM ),
usAelg
usj
BUIN
wbiz
USADS
XIS
SAld
ino4
CETTRR
oM}

g
uauebiapury Aeq N4
A - jooyosaid Aeq jeH
IA € - |oouDsald AeQ HeM

12



HAWTHORNE SCHOOL DISTRICT

SCHEDULE OF CALCULATION OF EXCESS SURPLUS

FOR THE FISCAL YEAR ENDED JUNE 30, 2020

REGULAR DISTRICT

SECTION 1

2% Calculation of Excess Surplus

2019 - 2020 Total General Fund Expenditures per the CAFR, Ex. C-1 $ 48,128,070.84
Decreased by:
On-Behalf TPAF Pension & Social Security $ 6,056,404.32
Assets Acquired Under Capital Leases 122,486.52

Adjusted 2019 - 2020 General Fund Expenditures

2% of Adjusted 2019 - 2020 General Fund Expenditures
Greater of Line Above or $250,000.00

Increased by: Allowable Adjustment

Maximum Unreserved/Undesignated Fund Balance

SECTION 2
Total General Fund - Fund Balances @ 6-30-2020 $ 5,800,210.68
Decreased by:
Year-End Encumbrances $ 930,510.40
Legally Restricted-Excess Surplus-Designated for
Subsequent Year's Expenditures $ 150,022.20
Other Restricted Fund Balances $ 3,182,109.00
Assigned Fund Balance - Unreserved-Designated for
Subsequent Year's Expenditures $ 145,823.80

Total Unassigned Fund Balance
SECTION 3
Restricted Fund Balance-Excess Surplus

Recapitulation of Excess Surplus as of June 30, 2020

Reserved Excess Surplus - Designated for Subsequent Year's Expenditures
Reserved Excess Surplus
Total Excess Surplus

Detail of Allowable Adjustments

Extraordinary Aid

Detail of Other Restricted Fund Balance:
Capital Reserve
Maintenance Reserve

13

41,949,180.00
838,983.60
838,983.60
336,590.00

1,175,573.60

1,391,745.28

216,171.68

150,022.20

216,171.68

366,193.88

336,590.00

336,590.00

1,202,425.00

1,979,684.00

3,182,109.00


SCC223
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