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EXECUTIVE SUMMARY 

The Office of Fiscal Accountability and Compliance (OFAC) received a request from the Wayne 
Township School District (district) to review various areas of suspected noncompliance with 
regulations, state law and board p01icies. 

The areas to be reviewed were: 

• Frequency of use and compliance with purchasing regulations of facility contractors 
where expenditures exceeded $20,000. 

• Review of the Student Dance Association account and club activity for compliance with 
board policy, bidding regulations and issuance of 1099's for areas where more than 
$20,000 is received or expended, such as the Student Dance Association. 

• Compliance with federal and state law, as well as board policy on the reporting of 
compensation for those who have a district vehicle housed at their home. 

The review disclosed the following: 

• There was general compliance with the purchasing regulations, except for four vendors 
which submitted quotations for projects under the bid threshold, but in the aggregate 
exceeded the bid threshold. There was a vendor who won a bid with an hourly rate that 
billed without the hourly and material cost breakdown on several occasions. There was 
another vendor that supplied maintenance supplies. The documentation did not 
delineate which work order required the supplies. 

• The records of the Student Dance Association were reviewed by the district auditors 
and a report was generated. The report disclosed that vendors who were paid through 
the student activity accounts did not receive IRS 1099 forms, as required by federal and 
state law. Documentation was missing for some purchases, as well as lack of required 
signatures. There were also expenditures and transfers between extra-curricular clubs 
without proper approval. Most of the deficiencies have been corrected or are in the 
process of being corrected at this time. 
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EXECUTIVE SUMMARY CONTINUED 

• There were four individuals who had district supplied automobiles used for commuting 
as well as school purposes. There was no state or federal reporting of this taxable 
benefit. 

The remainder of this report contains allegations and findings, conclusions and 
recommendations. 
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ALLEGATIONS AND FINDINGS 

1. There were financial irregularities regarding purchases and services from maintenance 
yendors. 

The district requested a review of the frequency of use and compliance with purchasing 
regulations of facility contractors when expenditures exceeded $20,000. Vendor histories, detail 
expenditure reports and payments were reviewed for the period of 2005-2006 through 2007-
2008. The OF AC review found four vendors which had aggregate expenditures over the bid 
threshold, but were not bid. The district solicited quotations for contracts over 15% of the bid 
threshold. However, aggregate expenditures for vendors were over the bid threshold and the 
items should have been subjected to bid requirements. 

The district requested review of an electrical vendor who had won a bid for a time and material 
cost proposal. The vendor was charging the district for the materials required to complete a job 
and the hourly amount which had been specified in the bid. However, in several cases, the 
vendor charged the exact amount proposed before starting jobs. Unless the vendor includes a 
"not to exceed" clause, the hourly billing will typically not exactly equal the proposed amount. 
There were several of these proposals which exactly equaled the invoicing. Also, this vendor, on 
several occasions, did not supply the hours worked on the project, or the cost of material used. 

Another vendor won a bid for plumbing supplies. Several orders and invoices were reviewed 
and the district had purchase orders which were designated to be either "district wide plumbing 
supplies" or for a specific job. There were several bathroom renovations performed by district 
maintenance staff and supplies were purchased for these renovations. The district wide 
plumbing supply purchases included various bathroom items, such as toilets, sinks, faucets, and 
flushers, as well as bubbler fountains, hot water heaters and tools. The purchase orders and 
payments for the district wide plumbing supplies in most cases did not designate which job the 
supplies were used for. 

Conclusion 

The district used quotations on individual jobs for purchases that in the aggregate exceed the bid 
threshold, which is contrary to NJ.S.A. 18A:18A-8. 

The electrical vendor in many cases did not bill the district properly for time and material as 
specified on the bid. 

The necessity of all purchases from the plumbing supplies vendor could not be substantiated. 
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Recommendations 

The failure to bid requires a refund of State Aid to the Department of Education. The General 
Fund State Aid that must be refunded by the district is $18,073.98. The Division of Finance will 
notify the school district regarding the timing of the state aid recovery. 

The district should only pay invoices that are properly billed. The district should review 
invoices and compare time and material costs to amounts invoiced. 

The district should determine whether all plumbing supply purchases are for approved work 
orders and should reference purchased supplies to work orders. 

The district, as part of its corrective action plan (CAP), must indicate what actions it will take to 
ensure accomplishment of the above recommendations. 

2. The student activity accounts of the district contained various deviations from board 
policy and did not adhere to required financial regulations. 

The district requested a review of the Student Dance Association (SDA) for compliance with 
board policy, bidding regulations, and issuance of Internal Revenue Service 1099 forms. 

The SDA has the most activity and the highest expenditures of any of the student clubs which 
make up the student activity account (SAA) at Wayne Valley High School. The OFAC auditor 
reviewed available receipts and disbursements of the SDA. One of the concerns of the district 
was that checks for the SDA were not issued in sequence. Since the SDA is part of the SAA, it 
does not have its own bank account. Many other clubs issue checks as well as the SDA. 
Therefore, the SDA issued checks would not be in sequence, but are issued along with checks 
from other student clubs. 

There were also concerns that bidding laws were not followed with the SDA expenditures. 
Since the SDA is part of a SAA, expenditures are exempt from bidding according to N.J.S.A. 
18A: 18A-5a(21). However, the Wayne Board of Education (board) policy states that any 
disbursement request in excess of $1 ,000 must be forwarded to the board office for approval of 
the Business Administrator or Assistant Business Administrator. The SDA did not adhere to 
board policy regarding purchases and expenditures. The SAA is also subject to N.J.A.C. 
6A:23-2.17, which provides procedures for receipts and disbursements. 

The SDA activity was reviewed by the district auditors and a report was issued. Since the 
district auditors recently performed a comprehensive review, the OF AC did not perform an 
audit of the SAA, but reviewed the independent auditor's report and reviewed selected records. 
The report disclosed that vendors paid through the SAA did not receive IRS 1099 forms, as 
required by federal and state law. There was missing documentation for some purchases, as 
well as lack of required signatures. There were also expenditures and transfers between extra-
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curricular clubs without proper approval from the pupil organizations. The SAA is a trust 
account and the funds belong to the clubs and pupil organizations that collected the funds; 
therefore, approval from a club or pupil organization must be given before funds can be 
transferred for another use. Most of the deficiencies have been corrected or are in the process 
of being corrected at this time. 

Conclusions 

Vendors paid through The SAA did not receive IRS 1099 forms, as required by federal and state 
law. 

The SDA did not adhere to board policy regarding purchases and expenditures. 

Documentation was not available for all expenditures of the SDA. However, there does not 
appear to be fraudulent expenditures from the records reviewed. 

There were expenditures and transfers between extra-curricular clubs. 

Recommendations 

The vendors which were paid in excess of $600 in a calendar year that are not incorporated 
should receive IRS 1099 forms. The district should review the federal and state tax code to 
ensure compliance. 

The student activity clubs and pupil organizations must follow board policy regarding purchasing 
and expenditures, and should require documentation for all expenditures. 

Permission must be received from any student activity club for any transfer of funds or 
expenditures relating to another club. 

The district, as part of its CAP, must indicate what actions it will take to ensute accomplishment 
of the above recommendations. 

3. There were four individuals who had district supplied automobiles used for 
commuting as well as school purposes. There was no state or federal reporting of this 
taxable benefit. 

Four individuals had district supplied automobiles. According to Publication 15-B, Employer's 
Tax Guide to Fringe Benefits of the Internal Revenue Service, use of an automobile for personal 
use is a taxable benefit. Travel between home and the place of business is considered personal 
use. 
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The IRS W-2 forms were reviewed for the four individuals who had automobiles for the calendar 
years 2005 through 2008. The W-2 forms listed only wages and other earnings paid through 
payroll for these individuals. There was no state or federal reporting of the automobile benefit. 

Conclusion 

There was no tax reporting for the four individuals with district supplied automobiles. 

Recommendation 

The district should review state and federal tax codes regarding taxable employee benefits to 
ensure proper compliance with tax: law. 

The taxable benefit should be reported to the state and federal taxation authorities for the years in 
question. 

The district, as part of its CAP, must indicate what actions it will take to ensure accomplishment 
of the above recommendations. 
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WAYNE TOWNSHIP SCHOOL DISTRICT 

CALCULATION OF REFUNDABLE STATE FISCAL YEAR ENDED JUNE 2008 

Total General Fund Revenue for Fiscal Year Ended June, 302008 

Less: 
T. P.A. F. Pension Contribution 
T.P.A.F. Post Retirement Medical 
T.P.A.F. Social Security Contribution 

Net General Fund Total Revenue 

General Fund State Revenue for Fiscal Year Ended June 30,2008 

Less: 
T.P.A.F. Pension Contribution 
T.P.A.F. Post Retirement Medical 
T.P.A.F. Social Security Contribution 

Net General Fund State Revenue 

Percent of Net General Fund State Revenue to Net General Fund Total Revenue 

Expenditures in excess of the bid threshold which were not bid: 

Vendor 

A-Mar 
Hennessey Construction 
National Floor Removal 
Tri-Tech Energy 

Refundable State Aid FYE 2008 

Amount 

$ 37,533.00 
$ 62,040.00 
$ 53,849.00 
$ 40,248.95 

$ 193,670.95 

$ 

$ 
$ 
$ 

$ 

$ 

$ 
$ 
$ 

$ 

$ 

132,955,963 

4,747,645 
4,419,980 
4,542,160 

123,666,158 

20,830,716 

4,747,645 
4,419,980 
4,542,160 

11,540,911 

9.33231% 

18,073.98 


