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Scope 
 

We have completed an audit of the Newark Public Schools (district) for the period of July 1, 2022 

through May 31, 2026. Our audit included non-payroll financial activities accounted for in the 

district’s General Fund. Our audit also included a review of Early Childhood Program (preschool) 

transactions accounted for in the district’s Special Revenue Fund.  

 

According to the district’s Annual Comprehensive Financial Reports, total non-payroll General 

Fund expenditures, excluding charter schools, were $518.7 million, $580.8 million, and $674.5 

million in fiscal years 2023, 2024, and 2025, respectively. On average, 88 percent of the district’s 

General Fund revenues were funded by state appropriations for those three fiscal years. Preschool 

expenditures, excluding charter schools, averaged $100.2 million in fiscal years 2023 through 

2025.  

 

The district provides a comprehensive educational program for students in grades kindergarten 

through 12 at 65 schools. Daily enrollment for in-district schools averaged 39,982 during our 

audit period. Annual enrollment for out-of-district students averaged 216. The district also 

provides a full-day preschool program, funded by a state grant, in collaboration with 22 preschool 

providers operating 48 centers. During our audit period, daily enrollment for the preschool 

program averaged 6,440. 

 

Objectives 
 

The objectives of our audit were to determine whether non-payroll financial transactions were 

related to the district's programs, were reasonable, and were recorded properly in the accounting 

systems. 

 

This audit was conducted pursuant to the State Auditor's responsibilities as set forth in Article 

VII, Section I, Paragraph 6 of the State Constitution; Title 52 of the New Jersey Statutes; and 

Title 18A:7F-6(d), originally known as the “Comprehensive Educational Improvement and 

Financing Act of 1996” and amended by the “School Funding Reform Act of 2008”. 

 

Methodology 
 

We conducted this performance audit in accordance with generally accepted government auditing 

standards. Those standards require that we plan and perform the audit to obtain sufficient, 

appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 

audit objectives. We believe the evidence obtained provides a reasonable basis for our findings 

and conclusions based on our audit objectives. 

 

In preparation for our testing, we studied legislation, the administrative code, and policies of the 

New Jersey Department of Education (DOE) and the district. Provisions we considered 

significant were documented, and compliance with those requirements was verified by interview, 

observation, and through our testing. We also read the district’s board minutes and interviewed  
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district personnel to obtain an understanding of processes and internal controls. In addition, we 

reviewed the annual audited financial reports prepared by district’s public school auditors. 

 

To achieve our objectives, we performed various tests and analyses, as we determined necessary. 

Additional detail regarding our methodology and work performed can be found in the Appendix, 

as well as in the findings section when testing resulted in a reportable condition. 

 

A nonstatistical sampling approach was used. Our samples of financial transactions were 

designed to provide conclusions on our audit objectives, as well as internal controls and 

compliance. Sample populations were sorted, and transactions were judgmentally selected for 

testing. Because we used a nonstatistical sampling approach for our tests, we cannot project the 

results to the respective populations.  

 

Data Reliability 
 

We assessed the reliability of expenditures and payroll data from the district’s accounting system 

(PeopleSoft) by reconciling the data to the district’s audited financial statements. The payroll data 

was used solely to support health benefits testing. We assessed the reliability of employee leave 

time and attendance records obtained from the district’s timekeeping system (Kronos) by tracing 

information in the system to supporting source documents and interviewing personnel 

knowledgeable about the data. We assessed the reliability of student enrollment data obtained 

from the district’s student information system (PowerSchool) by comparing the data to district 

reports. We determined that the data was sufficiently reliable for the purposes of this report. 

 

Certain other data in our report was used to provide background information. Data that we used 

for this purpose was obtained from the best available sources. Government Auditing Standards 

does not require us to complete a data reliability assessment for data used for this purpose. 

 

Conclusions 
 

We found non-payroll financial transactions included in our testing were properly recorded in the 

accounting systems and were generally related to the district’s programs and generally 

reasonable. However, in making these determinations, we noted multiple areas meriting 

management’s attention regarding health benefits, criminal history background checks, the 

Application for School State Aid, preschool enrollment, legal services, and expenditures related 

to a museum project, a gym, and other non-classroom activities. 

 

Certain matters were referred to the state’s Division of Criminal Justice. 

 

Newark is a Schools Development Authority (SDA) district that received an average of 81 percent 

of its funding (General Fund and Special Revenue Fund) from the state during our audit period 

and is statutorily required to ensure an effective and efficient use of the funds. 
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Findings 
 

Health Benefits 
 

Potential District Savings 

 

The district could have saved $18.7 million across fiscal years 2024 and 2025 by 

participating in the New Jersey School Employees’ Health Benefits Program. 
 

School districts are required to examine all available group options for insurance policies and 

participate in the most cost-effective plans as a condition of receiving State Aid.1 Districts are 

required to perform this examination no less than once every three years.2 The district adopted a 

self-insured model in January 2022 based on the broker’s recommendation that self-insurance 

would be the most cost-effective approach. However, the district did not conduct the subsequent 

examination in calendar year 2025 as required to determine whether transitioning to other health 

benefits programs, including the New Jersey School Employees’ Health Benefits Program 

(SEHBP), would result in cost savings. 

 

The district informed us that it had requested an extension from the Department of Education 

(DOE) to delay the 2025 examination because of a planned transition from a calendar-year to a 

fiscal-year health benefits cycle. However, the district failed to provide us with documentation 

that supported this request. Furthermore, despite indicating in August 2024 that the transition 

would be completed by July 2025, the district had not implemented the transition as of May 31, 

2026. 

 

We performed an analysis to recalculate the district’s projected costs had it participated in the 

SEHBP using state rates effective July 2023 through June 2025 and the district’s average 

enrollment for fiscal years 2024 and 2025. We estimated the district would have saved 

approximately $18.7 million, or an average of 8 percent of its health care expenditures, during 

fiscal year 2024 through 2025 had it participated in the SEHBP. 

 

Recommendation 

 

We recommend the district regularly examine all available group options for health insurance 

and select the most cost-effective plans, in accordance with the statute and administrative code. 

 

 

 

 

 

 

 

 
1 N.J.S.A. 18A:55-3 
2 N.J.A.C. 6A:23A-6.1 
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Health Benefits Contributions While on Unpaid Leave  

 

The district did not collect required employee health benefits contributions totaling 

$150,619 and paid ineligible medical and prescription claims totaling $41,602 during 

periods of unpaid leave. 

 

Employees on unpaid leave are eligible to receive health benefits coverage for 12 weeks.3 After 

this period, employees may continue coverage at their own expense. The district allows 

employees on unpaid leave to pay their share of health benefits costs upon returning to work, at 

which time contributions should be collected retroactively through payroll deductions.  

 

The district has not established documented policies and procedures for billing or collecting 

health benefits contributions from employees while they are on unpaid leave. Additionally, no 

supporting documentation was provided to substantiate the district’s practice of retroactive 

contribution collection.  

 

We compared the December 2024 health benefits billing lists of covered employees to the 

district’s employee payroll records and found the following: 

 

• The district failed to collect required medical contributions from 13 employees and 

prescription contributions from 12 of the 13 employees who took unpaid leave, with leave 

periods ranging from 3 to 31 months. Uncollected employee contributions totaled 

$58,577.  

 

• In addition, the district paid medical claims for six of these employees and prescription 

claims for four employees totaling $28,988. 

 

Based on the results of our initial review, we tested an additional 50 employees from the 231 

active employees who took unpaid leave during fiscal year 2023, 46 of whom remained enrolled 

in the district’s health benefits plan while on leave.  

 

• The district failed to collect required employee contributions for all 46 enrolled 

employees. Uncollected employee contributions totaled $38,714. 

 

• In addition, the district paid medical claims for three of these employees and prescription 

claims for one employee totaling $6,094.  

 

We also tested all 90 employees who were enrolled in the district’s health benefits plan while on 

unpaid leave and subsequently separated from the district during fiscal years 2023 through 2025. 

Our results are summarized on the following page. 

 

 
3 New Jersey Family Leave Act (NJFLA), N.J.S.A. 34:11B-4 
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• The district failed to collect required employee contributions from 52 separated 

employees (58 percent) who remained enrolled in the district’s health benefits plan. 

Uncollected employee contributions totaled $53,328. 

 

• In addition, the district paid medical claims for four of these employees and prescription 

claims for one employee totaling $6,520.  

 

The district has not attempted to recover any of the outstanding employee health benefits 

contributions we noted above. 

 

Recommendation 

 

We recommend the district establish and implement written policies and procedures regarding 

the collection of employee contributions during unpaid leave and improve its monitoring of 

individuals on leave without pay to ensure timely billing and prompt collection of required 

contributions. We also recommend the district attempt to recover uncollected employee health 

benefits contributions. 

 
 

 

Criminal History Background Checks 

 

The district did not ensure all employees completed the required criminal history 

background checks. 
 

All prospective employees of a school or school system under the supervision of the DOE whose 

job duties include regular contact with pupils are required to submit a criminal history background 

check as a condition of employment.4 An updated background check is required when an 

individual transfers to a different school district. The DOE maintains a list on its website of 

individuals qualified to work at each district. 

 

We obtained from the DOE a list of individuals cleared to work for the district and compared it 

to the district’s payroll records as of September 2024. Our review found the district failed to 

ensure the required criminal history background check process was completed for 10 of the 8,043 

individuals meeting the criteria. These 10 individuals were active employees with hire dates 

ranging from 2 to 27 years ago and never had a background check completed. Permitting even 

one individual to obtain employment with the district without undergoing a background check 

poses a significant risk to student safety and undermines the district’s responsibility to provide a 

secure learning environment.  

 

In addition, the district failed to ensure criminal history background checks were properly updated 

for 199 individuals who had previously been approved to work in other New Jersey school 

 
4 N.J.S.A. 18A:6-7.1 
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districts; Newark Public Schools would not be notified by the DOE if any of these individuals 

were to commit a disqualifying offense. All 199 individuals were active employees with hire 

dates extending as far back as 34 years without having a properly updated criminal history 

background check.  

 

As a result of our testing, the district instructed the 10 employees who had not completed the 

required criminal history background checks to undergo the screening process. As of December 

2025, the status of these employees was as follows: 

 

• Nine employees completed the required background checks. 

 

• One employee separated from the district before completing the required background 

check. 

 

The district also required the 199 employees whose criminal history background checks were not 

properly updated to resubmit fingerprints. As of March 31, 2026, the status of these employees 

was as follows: 

 

• One hundred seventy-eight employees received a clear background check and updated 

their employment records to reflect their transfer to Newark Public Schools. 

 

• Thirteen employees separated from the district between August 2024 and August 2025 

before completing the required background checks. 

 

• Six employees were restricted from working in the district until they completed the 

fingerprinting process. 

 

• Two employees were awaiting a response from the DOE. 

 

Recommendation 

 

We recommend the district comply with New Jersey statutes and ensure a proper background 

check is completed for all existing and future employees, as required. In addition, the district 

should confirm each applicant’s approval status on the DOE’s website prior to employment. 

 
 

 

Application for State School Aid 
 

The district overstated student enrollment in 2023 and 2024, resulting in $6.7 million of 

State Aid overpayments to the district. 
 

School districts must annually submit an Application for State School Aid (ASSA) to the DOE. 

The ASSA includes a district’s resident pupil enrollment count as of the last school day prior to 
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October 16th of the current school year. Following the initial submission, districts have 

approximately two months to review and submit any necessary revisions before the final resident 

pupil enrollment certification. It is critical for districts to submit accurate information because 

the DOE uses this information to calculate State Aid for the following school year. 

 

We compared the resident pupil enrollment recorded in the district’s student information system 

to the district’s 2023 and 2024 ASSA submissions and noted that the district overstated 

enrollment by 128 students each year. During our review of the detailed supporting 

documentation and the student information system, we found that student enrollment data was 

not updated timely in the student information system. The district does not have policies and 

procedures regarding the updating of student information in the system. 

 

According to the DOE, the district received excess State Aid totaling $6,654,240 for fiscal years 

2024 and 2025 because of the overstated resident pupil enrollment. 

 

Recommendation 
 

We recommend the district ensure the accuracy of its ASSA submissions by strictly verifying 

enrollment records. We also recommend that the district establish policies and procedures to 

provide clear guidance on how to properly update student information in the student information 

system to help ensure accuracy. 

 
 

 

Legal Services Spending 
 

Total spending for legal services exceeded the statewide averages by an average of $1.6 

million per year, or 184 percent. 
 

School districts with legal costs that exceed 130 percent of the statewide average per pupil (PP) 

amount should establish procedures to minimize those costs and, if not established, provide 

evidence the procedures would not result in a reduction of costs.5 We found the district has not 

complied with either of these requirements. 

 

For fiscal years 2023 through 2025, we analyzed the Taxpayers’ Guide to Education Spending 

(TGES)6 and compared the statewide average PP amounts to the district’s PP amounts for legal 

services. We identified a total variance of $4.7 million, or an annual average of $1.6 million (184 

percent). 

 

 
5 N.J.A.C. 6A:23A-5.2 
6 The TGES provides district-level data on total expenditures for students enrolled in the public school system, 

instructional and administrative costs per pupil, salary and benefit costs, and staffing metrics, including average salary 

and student-teacher ratios. 
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As shown above, Newark’s PP costs for legal services was 84 percent higher than the state 

average. 

 

Recommendation 
 

We recommend the district attempt to align its total spending per pupil for legal services with the 

statewide average by establishing policies or strategies to minimize the costs, and, if not 

established, provide evidence the procedures would not result in a reduction of costs. 

 
 

 

Preschool Program 

 

The district could have saved approximately $1.3 million during school year 2023-2024 had 

it continued to make payment adjustments for average daily enrollment. 
 

Pursuant to the School Funding Reform Act (P.L.2007, c.260), adopted in January of 2008, the 

district offers a free full-day preschool program for three- and four-year-old students living in the 

city of Newark.  
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The 2023-2024 school year expenditures for the preschool program totaled $98.8 million 

including payments to private providers of $58 million. During the year, the district contracted 

with 22 private providers operating 48 locations. Providers may choose to execute a single 

contract covering all of their locations or establish separate contracts for each individual site. The 

district entered into 27 provider contracts and approved an equal number of budgets. 

 

Each district board of education is required to execute the preschool program contract, as 

provided or approved by the DOE, with all participating private providers.7 According to the 

DOE’s approved standard contract for the 2023-2024 school year, provider payments were to be 

adjusted based on average monthly enrollment when enrollment fell below 93.33 percent of 

contracted slots. 

 

 
 

We reviewed the school year 2023–2024 average daily enrollments for private providers and 

found that the district applied enrollment-based adjustments to monthly payments from October 

2023 through January 2024; however, adjustments were not made from February 2024 through 

June 2024. Based on our review, we determined that payments from February through June for 

12 of the 27 contracts (44 percent) should have been adjusted, and the district could have saved 

approximately $1.3 million if under-enrollment adjustments had continued. 

 

 
7 N.J.A.C. 6A:13A-9.1 
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During the COVID-19 pandemic and its aftermath, the DOE issued statewide memoranda 

allowing districts to make payments based on contracted capacity rather than actual average 

enrollment. This guidance was intended as a temporary measure, and the final memorandum 

authorizing this flexibility applied only to the 2022-2023 school year. The district asserted to us 

that it had requested and received approval from the DOE to extend, at the district’s discretion, 

the ability to make payments based on contracted capacity rather than actual enrollment. 

However, neither the district nor the DOE was able to provide documentation supporting the 

decisions to seek or grant this approval, despite enrollment levels continuing to fall below 

contractual thresholds. According to the DOE, while a limited number of other districts submitted 

similar requests and may have received informal approvals, no statewide approval was granted 

for the 2023-2024 school year.  

 

Recommendation 

 

We recommend the district make the enrollment-based payment adjustments in accordance with 

the executed contracts. 

 
 

 

Museum Project 
 

Background 

 

In 2016, the district initiated the sale of 12 public school properties it deemed unutilized or 

underutilized. The properties were transferred to a city authority pursuant to a Site Disposition 

and Development Agreement (agreement) intended to reduce district costs and expand revenue-

generating opportunities. The city authority conveyed the properties on behalf of the district. 

Under the agreement, each transferred property remained subject to a right of reversion, thereby 

allowing the district to pursue reacquisition of a property if the authority had not developed a site 

project or demonstrable plans for a site within three years of the agreement.  

 

In April 2020, the district filed a legal complaint against the authority and subsequent owners of 

2 of the 12 properties to enforce the right of reversion. One of the disputed properties was located 

at 15 State Street. The district planned to convert this site into a district-operated museum. 

 

The timeline on the following page provides an overview of the key events and milestones 

discussed in the finding. 
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15 State Street Property 

 

The district’s intent to reacquire a property to operate a museum raises questions regarding 

fiscal efficiency and compliance with regulatory requirements. 

 

The 15 State Street site was sold by the city authority on behalf of the district in April 2019 for 

$650,000 to a private developer. According to the district, it sought to reacquire the property 

because of its historical significance, with the aim of repurposing the site as a museum and 

providing additional space for district administrative offices. The district informed us that the 

museum would primarily house the district’s historical artifacts and feature an exhibit on the 

Amistad case.8 Reacquisition of the property constitutes a land acquisition project subject to 

administrative code provisions that forbid a district from taking any action to acquire land prior 

to attaining DOE approval.9 We found no such approvals were obtained by the district from the 

DOE. 

 

The district was unable to provide us supporting documentation for its vision of the museum. In 

addition, the parking capacity at the 15 State Street location is limited, raising uncertainties about 

how students and other visitors would be accommodated, particularly if buses were needed to 

access the site. Furthermore, because the city of Newark already hosts several established historic 

 
8 U.S. v. Amistad: In February of 1839, Portuguese slave hunters abducted a large group of Africans from Sierra Leone 

and shipped them to Havana, Cuba, a center for the slave trade. This abduction violated all of the treaties then in 

existence. 
9 N.J.A.C. 6A:26-7.1 
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museums, it remains unclear why the district would allocate General Fund resources to support 

the construction and operations of an additional facility.  

 

The district’s per-pupil operational and maintenance expenditures are above the state median. 

Given these already-elevated costs, it is debatable whether constructing a museum to house 

artifacts that could be displayed in existing district facilities or donated to established city 

museums represent the most efficient and cost-effective use of district resources. The additional 

operational and maintenance costs associated with the museum further raise questions about 

whether the project is consistent with the fiscal efficiency principles set forth in the administrative 

code.10  

 

Historic Preservation Status 

 

The district cites the historic significance of 15 State Street as justification for reacquiring 

the property but failed to take the necessary steps to secure its historic designation.  

 

The 15 State Street property was listed on the New Jersey Register of Historic Places in January 

1990. The district has repeatedly asserted to us that its decision to reacquire the property for the 

purpose of constructing a museum was to preserve the site’s historic value. However, the district 

failed to undertake the required actions necessary to ensure the building’s legal protection and 

continued historic identity when the property was originally sold to a developer.  

 

Pursuant to the administrative code,11 the district consulted with the Department of 

Environmental Protection's Historic Preservation Office (HPO) regarding the proposed sale of 

the historic property. The HPO approved the transfer on the condition that a historic preservation 

easement be recorded no later than the property's closing. However, the easement was not 

recorded before the deed was executed, thereby leaving the property without the protections 

intended to preserve its historic and architectural integrity.  

 

Agreement of Construction, Sale, and Settlement 

 

The district has expended $2.5 million for the museum project that is past its completion 

deadline, shows little progress, and lost the opportunity to obtain a $750,000 preservation 

grant. 

 

In April 2023, the district and the subsequent owner/developer of the 15 State Street site entered 

into the Agreement of Construction, Sale, and Settlement to resolve claims and counterclaims 

asserted in litigation between the parties. Under the terms of the agreement, both parties agreed 

to file mutual dismissals of the litigation, and the owner of the site was to develop and construct 

for the district a “turn-key” museum and administrative offices at 15 State Street for a lump-sum 

contract price of $4.5 million. 

 

 
10 N.J.A.C. 6A:23A 
11 N.J.A.C. 7:4-7.1 
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The contract required construction of the project to be completed within 24 months and 

established a 24-month payment schedule. In May 2023, the district made a $2.5 million payment 

under the agreement required to be used to start and pay for initial construction of the project. 

According to the agreement, the second payment of $1 million shall be made within 10 days of 

50 percent completion of the project as certified by the architect of record, and the final $1 million 

payment within 10 days of substantial completion of the project and delivery of deed to the 

property for a nominal consideration of $10. 

 

The agreement contains provisions that make the district financially responsible for any cost 

overruns resulting from the district’s selection of finishes for floors, walls, cabinetry, and signage. 

In addition, the district is responsible for sharing costs of utility connections and permit fees 

payable to the city of Newark. Therefore, the final cost of the project may exceed the lump-sum 

contract price of $4.5 million. 

 

The district has the right to terminate the agreement in the event the developer’s testimony in the 

related litigation results in a judgment against the district. However, the developer is not required 

to return any payments made by the district prior to the date of termination, potentially resulting 

in a substantial financial loss to the district. 

 

By entering into the agreement, the district effectively circumvented statutory competitive 

bidding requirements,12 thereby relinquishing the opportunity to assess whether more cost 

effective or advantageous alternatives existed. The district also missed out on a potential 

$750,000 grant from the Department of Community Affairs that could have helped offset the 

museum’s construction costs. It was deemed ineligible because the district neither owns the deed 

to the property nor holds a long-term lease. 

 

Throughout our audit, we observed the project has shown little to no progress despite the district 

expending $2.5 million in up-front costs. As of May 2026, the project remains incomplete despite 

being a year past the contractual completion deadline. The district was unable to provide us any 

viable explanation for the prolonged delay and has not provided supporting documentation to 

substantiate construction progress, expenses incurred, or an updated project timeline.  

 

Photographs of the 15 State Street property taken in May 2026, including front, side, and back 

views, are on the following pages illustrating the extent of exterior deterioration and lack of 

progress. 

 

 
12 N.J.S.A. 18A:18A-3 
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The unfavorable terms of the agreement, combined with the lack of project progress, indicate 

weaknesses in contract oversight and expose the district to ongoing financial and operational risk. 

 

Recommendation 

 

We recommend that the district ensure the strategic and fiscally responsible allocation of funds 

to support future land acquisition projects and related long-term capital needs. We also 

recommend the district ensure that any future land acquisition projects and property transfers 

comply with statutory and regulatory requirements, including those requiring DOE approvals.  

 
 

 

Administrative Gym 

 

The district spent approximately $566,000 to construct, equip, and operate a gym in a leased 

administrative building without formal board approval for the associated construction 

costs. 

 

The district houses its administrative unit in a building leased long term from a private owner. 

During fiscal year 2024, at the district’s request, the landlord began a district-financed gym 

construction project in the building’s basement. The gym opened for employee use in November 

2024. Although the gym is described as accessible to all district employees, its placement within 

the administrative building restricts equitable access for staff assigned to multiple schools 

throughout the district. Our observations, along with a review of sign-in sheets from September 
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16, 2025 through December 10, 2025, indicate minimal utilization, with an average of seven 

employees per day, all of whom held positions within the administrative building. 

 

The gym’s associated costs and limited utilization raise uncertainties regarding the necessity of 

the project and the prudent allocation of district funds that prioritizes student needs. 

 

Gym Construction 

 

The district spent more than $300,000 on the gym’s construction but lacked adequate 

documentation to support construction expenditures, did not obtain the required formal board 

approval for the project,13 and circumvented competitive bidding requirements.14  

 

 
 

Employee Wellness & Fitness Center Management Contract 

 

In August 2024, the board approved a $280,440 management contract for gym operations with a 

vendor whose public portfolio indicates that the company primarily serves large corporate clients, 

such as McDonalds, Blackstone, World Wrestling Entertainment, the Ritz Carlton, and Grainger 

rather than public school districts. 

 

 
13 N.J.S.A. 18A:18A-4 
14 N.J.S.A. 18A:18A-3 
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The multi-year contract covers the period from September 1, 2024 through August 31, 2026, with 

an option to renew for an additional two-year term that would increase the contract price to 

$575,890. The contracted services include: an annual management software ranging from $3,600 

to $3,900; a $3,600 insurance cost; a full-time trainer stationed at the gym from 8:00 a.m. to 4:00 

p.m., five days per week, with a salary of $82,800 in the first year and $86,940 in the second year; 

and an additional service management fee incorporating full-service fitness operations, staffing 

by certified professionals, group fitness classes, personal training programs, marketing and 

communications, program development, a web-based management system, wellness workshops, 

nutrition services, and virtual wellness programming. The following table illustrates the 

breakdown of the contract cost: 

 

 

As of April 14, 2026, total payments under the contract amounted to $189,000, with the initial 

payment covering services rendered in November 2024. 

 

Recommendation 

 

We recommend the district ensure all construction projects are formally approved by the board 

and comply with applicable state laws and the district’s policies. In addition, the district should 

make sure payments are supported by adequate documentation. We further recommend the 

district ensure prudent allocation of funds that prioritizes student needs. 

 
 
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Catering Services 

 

The district’s catering expenditures lacked adequate documentation to demonstrate 

alignment with district goals and exceeded regulatory and contractual limits.  

 

The administrative code permits only reasonable costs that are directly related to activities 

benefiting students and supporting instructional programs.15 Expenditures for meals and 

refreshments are expected to be “minimal and infrequent”. Required documentation must 

include: 

 

• description and purpose of the activity 
 

• alignment with district goals and objectives 
 

• composition of participants 
 

• names and titles of district board members or employees in attendance  

 

Additionally, meals and refreshments for on-site staff meetings are prohibited and Board of 

Education meetings are limited to “light meals and refreshments”, not to exceed an average cost 

of $10 per person. These meals must be procured through solicitation of quotes, and if the 

district’s food service program can provide comparable meals at a lower cost, it must be used. 

 

During fiscal year 2024, the district awarded 14 catering contracts through three board resolutions 

that established a “pool of catering vendors” for back-to-school nights, parent-teacher 

conferences, board meetings, and community engagement events. Each contract was not to 

exceed $200,000, totaling a contractual budget of $2.8 million over a 24-month period 

(September 1, 2023 through August 31, 2025). By the end of the contract, the district expended 

approximately $1.14 million of the total authorized amount as illustrated below.  

 

 

 
15 N.J.A.C 6A:23A-5.8 
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We selected fiscal year 2024 as the testing period for catering expenditures, which totaled 

$513,003. The expenditures included $32,080 in payments to vendors that were not included in 

the district’s awarded catering contract pool. See the chart below that illustrates fiscal year 2024 

catering expenditures.  

 

 
We tested 242 of the 477 catering transactions (212 purchase orders) totaling approximately 

$364,000 across 23 vendors (14 contracted and 9 non-contracted). Our testing identified the 

following: 

 

• One hundred thirty-six transactions (57 percent) totaling approximately $184,000 lacked 

adequate documentation, such as detailed justification, number of employees or other 

participants attending each catered event, and participant names and titles.  

 

• Seventy-nine transactions (33 percent) totaling approximately $49,000 exceeded limits 

for contractual or administrative meal pricing.16 

 

Additionally, during fiscal year 2024, 19 board meetings included catered meals. Of these, 16 

meetings exceeded the allowable meal cost thresholds of $10 per person, resulting in $3,234 in 

excess costs. Because the district did not maintain attendance records or per-person cost details 

and indicated that catering for board meetings was intended to serve up to 37 employees, we 

estimated an allowable maximum of $370 per meeting. In comparison, the district’s catering 

expenditures averaged approximately $520 per meeting. One purchase order showed a total cost 

of $700 for a full dinner-style meal, including baked ziti, meatballs, shrimp scampi, grilled 

salmon, mashed potatoes, fruit, cookies, utensils, and drinks, which is inconsistent with the 

definition of “light meals and refreshments”. Based on the estimated attendance of 37 employees, 

the per-person cost for this event was approximately $19, nearly double the allowable amount. 

 

 

 

 
16 N.J.A.C. 6A:23A-7.12 and applicable Department of the Treasury Circular No. 20-04-OMB limit the average cost 

of meals provided to district board of education members to $10 per meal and establish meal rates of $7 for breakfast, 

$10 for lunch, and $15 for dinner. 
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Recommendation  

 

We recommend the district comply with all applicable laws and regulations governing catering 

expenditures and ensure that expenditures align with district goals, are supported by detailed 

documentation, and adhere to all regulatory and contractual cost limits.  

 
 

 

Senior Day Trips 

 

The district spent $711,943 on Senior Day trips that lacked educational components. 

 

During fiscal years 2023 through 2025, the district funded three Senior Day trips held at the end 

of each school year at an out-of-town venue. Senior Day trips were approved through board 

resolutions (excluding the cost of busing) and were described by the district as “extended 

classroom experiences that extend and enrich the teaching of New Jersey Student Learning 

Standards”. The district did not provide us with written justification, such as a detailed agenda 

submitted to the board for approval or presented prior to the trips, that would demonstrate 

alignment with the event’s educational programming. Instead, the district offered an explanation 

via email stating that Senior Day in Newark celebrates students’ transition from high school while 

reinforcing the connection between high school learning and postsecondary readiness. The event 

recognizes students’ achievements, supports social-emotional growth, and provides a space for 

reflection, celebration, and confidence-building as students prepare for life after graduation.  

 

While the district’s commitment to supporting student celebrations is noted, any activities 

financed with state funds must comply with applicable regulatory requirements. The 

administrative code17 allows expenditures for non-employee activities, i.e., events held for the 

benefit of students. Allowable expenditures include all reasonable costs, including light meals 

and refreshments, directly related to activities that benefit students and are part of the instructional 

program, including expenditures for field trips and extracurricular programs that are not solely 

for entertainment. However, our review showed that the events held were entertainment-focused; 

included activities such as carnival booths, rock climbing walls, DJs/Emcees, and karaoke; and 

did not appear to align with the regulatory requirement of instructional benefit. 

 

The total cost of the Senior Day trips was $711,943, including $605,743 spent on events and 

$106,200 on student transportation. The events were attended by an average of 2,615 students 

and 281 chaperones, as summarized on the following page. 

 

 
17 N.J.A.C. 6A:23A-5.8(b) 
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Entertainment-focused student activities that do not include educational components should be 

funded through student activity accounts or external donations rather than general funds. 

Furthermore, fundraising can help students develop valuable life skills in communication, 

financial management, and teamwork while fostering a greater sense of community and 

confidence. Allocating general funds to such activities diverts resources away from their 

educational purposes in conflict with state funding requirements. 

 

In December 2025, the district received board approval for an additional Senior Day trip 

scheduled for June 5, 2026, in the amount of $260,085, excluding the cost of student busing. 

 

Recommendation 

 

We recommend the district ensure student activities funded with general funds are clearly aligned 

with the instructional program and demonstrate measurable educational value, as required by 

administrative code. 

 
 

 

Central Office Staff Fun Day 

 

The district used State Aid to cover unallowable expenditures and failed to follow the 

procurement regulations in contracting event services. 

 

School districts are required to establish policies and procedures on internal controls, which are 

necessary to promote operational efficiency and effectiveness, provide reliable financial 

information, safeguard assets and records, encourage adherence to prescribed policies, and 

comply with laws and regulations.18 

 

 
18 N.J.A.C. 6A:23A 
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On June 1, 2024, the district held a “Central Office Staff Fun Day” for 275 employees and 140 

of their children at an event venue outside Newark. The district made two payments using General 

Fund resources to pay for the event, which cost $57,065. This covered expenses for: 
 

• admission and meals for 390 attendees 

 

• DJ/Emcee services 

 

• four inflatable carnival booths 

 

• a rescue squad on standby 

 

• an on-site police officer  

 

• a service charge 

 

The second payment was supported by a requisition, purchase order, and authorization form that 

were all created after the service had already been rendered, thereby bypassing the procurement 

process (confirming order). 

 

Advertising for bids is required by both statute19 and district policy when procuring goods, 

materials, services, and public work projects that exceed $44,000 in the aggregate.20 While the 

district paid a total of $57,065 for the event, it did not publicly advertise for bids as required. 

Instead, the district created two purchase orders, which circumvented the bidding requirements. 

Furthermore, the board-approved resolution limited expenditures for the event to $44,000. The 

failure to seek bids not only violates state procurement law and district policy but also undermines 

transparency and fiscal accountability.  

 

During calendar year 2024, the expenditures covered by the first payment were reviewed by the 

DOE, which concluded the expenditures were not allowable and directed the district to refund 

the disallowed State Aid portion ($33,649.07) to the state. The State Aid portion of the second 

payment of $13,251 should similarly be subject to reimbursement to the state. 

 

Recommendation 

 

We recommend the district review and strengthen internal controls over the procurement process 

to ensure compliance with applicable state laws and district policies and refrain from using State 

Aid for unallowable expenditures. 

 
 

  

 
19 N.J.S.A. 18A:18A-3 
20 The aggregate cost is defined as the sums expended for goods or services in connection with the same purpose or 

task. 



  

  

NEWARK PUBLIC SCHOOLS  

 

 

  Page 23 

Appendix 

 

Methodologies to Achieve Audit Objectives 
 

To determine whether board members recused themselves from voting on travel requests where 

the board member had direct financial involvement, we reviewed all 52 travel requests from 

August 2022 through May 2025.  

 

To determine if travel requests were approved prior to the completion of travel, we reviewed all 

618 district travel requests submitted to the board from August 2022 through June 2025. 

 

To determine if travel expenses were justified, properly approved, and reimbursed with adequate 

supporting documentation, we judgmentally selected 58 travel expenditures totaling $260,585 

from July 2022 through June 2025 from a population of 780 travel expenditures totaling 

$712,449. 

 

To determine if employee contributions for health benefits were in accordance with state health 

benefit laws, the district’s health plans, and contractual agreements, we tested 50 employees from 

an average population of 5,986 employees during the period of January 1, 2022 through 

December 30, 2024. 

 

To determine if individuals receiving medical and prescription benefits were active district 

employees eligible for benefits, we reviewed the December 2024 billing lists. 

 

To test for irregularities in fiscal year 2024 student attendance records, we reviewed and analyzed 

10 months of records submitted for all 48 preschool provider locations. 

 

To determine if preschool students were disenrolled after 10 consecutive days of unexcused 

absences, we tested all 4,251 unique students enrolled at private providers during the 2023-2024 

school year. 

 

To determine if students were eligible to attend the district’s preschool program, we tested the 

enrollment packages for 107 students out of a population of 1,070 students for 2023-2024 school 

year. 

  

To determine whether the district obtained verification that all 48 private providers locations 

ensured employees completed required criminal history and child abuse background checks, we 

reviewed all staff roster reports for each provider. 

 

To determine if preschool private provider expenditures were allowable under applicable 

guidelines and properly recorded, we tested all expenditures from 4 of the district’s 22 private 

providers for the 2023-2024 school year. 
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To determine if the district’s lease agreement was properly reviewed, approved, and executed in 

accordance with DOE policies, we reviewed a district lease agreement to ensure all required 

documentation was submitted for review and approval. 

 

We performed a walkthrough of district warehouse operations, including two warehouses, a fleet 

refueling station, and an existing fleet storage area, to assess risk levels. 

 

To determine whether all board members and administrators filed the required financial 

disclosure statements, we reviewed copies of all filings from the DOE School Ethics Commission 

for fiscal years 2023 through 2025. 

 

To determine whether procurement regulations were followed and if purchase orders were 

appropriately processed, reviewed, and approved, we judgmentally selected a sample of 135 

expenditure transactions for testing totaling approximately $48 million from a population of 

47,000 non-payroll expenditure transactions totaling approximately $947 million during fiscal 

year 2024. 

 

To determine if the district engaged in business transactions with debarred vendors, we tested 

fiscal year 2024 Department of Labor and Department of Treasury debarred vendor lists against 

active district supplier and employee information. 

 

To determine whether the district had a disaster recovery plan and performed tests to ensure it 

remains effective and up to date, we reviewed district policies, procedures, and system test logs. 

 

To determine if the district timely removed separated employees and vendors from systems, we 

performed a logical access test of the 5,241 active users as of November 4, 2024  for the district’s 

financial, student information, and timekeeping systems. 

 
 
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Auditor’s Note Regarding District’s Response 

 
The district’s response begins on the subsequent page. We have included additional comments on 

some of the district’s responses. While the district’s response did not always address our 

recommendations, our office will follow up on all recommendations during our Compliance 

Review during calendar year 2028. As is customary, the results of that review will be issued to the 

legislature and the public. 



 

765 Broad Street • Newark, New Jersey 07102 • 973-733-7139 • www.nps.k12.nj.us 

 

 

 

 

VIA EMAIL 
 

September 21, 2026 

 

David J. Kaschak, State Auditor 

New Jersey State Legislature 

Office of the State Auditor  

 

                RE:   Newark Public Schools Response to State Audit Report 

 

Dear Mr. Kaschak: 
 

Thank you for providing comments to our response.   

 

We appreciate the opportunity to clarify the points we initially made. 

 

Please see the attached revision.  

 

Sincerely,  

 

Brenda C. Liss 

Brenda C. Liss 
General Counsel 
 

cc:     Roger León 
 

 

 

 



 

 

We did not conduct a financial audit. This 
was a performance audit conducted in 
accordance with generally accepted 
government auditing standards. This type of 
audit differs from a financial audit in that no 
opinion on financial statements was 
expressed. The purpose of a performance 
audit is to provide recommendations for 
operational improvement. Our findings and 
recommendations are based largely on the 
sufficiency of documentation provided by 
the district.

Our office's practice is to not disclose 
information regarding criminal referrals 
during the audit until and unless we have 
been informed by the investigative agency 
that it is ok to do so. This is to prevent 
undermining or otherwise interfering with 
any potential investigation.

Our audit was conducted pursuant to the 
State Auditor's responsibilities and authority 
as set forth in Title 52 of the New Jersey 
Statutes and Title 18A:7F-6(d), originally 
known as the “Comprehensive Educational 
Improvement and Financing Act of 1996” and 
amended by the “School Funding Reform Act 
of 2008”.

The district did request a few minor 
modifications be made to the draft report. 
We carefully considered the request and 
gave the district every opportunity to provide 
us with adequate documentation to clear any 
exceptions; however, no additional support 
was provided. The changes we made to the 
draft report were done to provide better 
context and greater clarity to the reader, not 
because those statements were incorrect.



 

We did not state the State Health Benefits 
Plan (SHBP) is the best option for employees 
throughout New Jersey. We estimated the 
district could have saved approximately $18.7 
million had it participated in the School 
Employees' Health Benefits Plan (SEHBP) in 
fiscal years 2024 and 2025.    
 
We did not recommend that the district 
participate in either plan; we recommended 
the district examine all available group 
options for health insurance and select the 
most cost-effective plans, in accordance with 
the relevant statutes and administrative code.

We also do not suggest anywhere that 
claims should not be paid after leave 
expires. We found that the district paid 
claims for employees who did not make 
health benefits contributions while on unpaid 
leave and subsequently separated from the 
district.

As noted in our report, the uncollected 
amount we found was $150,619. 
Furthermore, this amount was derived from a 
sample and did not represent the entire 
population. Therefore, the amount of 
uncollected contributions is likely higher.   
 
It should also be noted that we did not audit 
the $60 million figure cited in the district's 
response and do not vouch for its accuracy.

New Jersey statutes and the administrative 
code require districts to examine all available 
group options for every insurance policy held 
by the district no less than once every three 
years and participate in the most cost-
effective plans as a condition to receive State 
Aid. As noted in our report, the district was 
required to do such an examination in 2025; 
however, we were not provided any 
documentation from the district indicating it 
had done so.

Nowhere in our report do we suggest 
health benefits should not continue 
during periods of unpaid leave. In fact, we 
acknowledge that employees on unpaid 
leave are eligible to receive benefits. The 
finding is that the district should collect 
health benefits contributions from 
employees during periods of unpaid leave, 
and it did not.



 

The NJDOE does not notify all districts of 
every employee disqualified in New Jersey, on 
a regular basis or otherwise. The NJDOE 
provides districts access to a searchable 
database of approved applicants that is 
updated weekly. We were not provided any 
evidence the district reviews that as a 
precautionary measure.

We found that the student enrollment data 
was not updated timely and was inaccurate.

The district's response misstates our 
report. We do not take the "position" that 
the district's ASSA count should be reduced 
by the number of withdrawing students. The 
ASSA submission should accurately reflect 
the student enrollment as of the last school 
day prior to October 16th. This is not our 
"position"; it is dictated by statute.     
 
Districts have approximately two months to 
review and revise the count before the final 
student enrollment certification. Any student 
enrollments or withdrawals during that 
period are not to be included; the ASSA is 
supposed to accurately reflect student 
enrollment as of the last school day prior to 
October 16th. We found that the district's 
did not, and its enrollment was overstated.
It should be noted that we did not audit the 
numbers presented here by the district and 
do not vouch for their accuracy. In addition, 
the aid calculation referred to here by the 
district was not performed by us; we 
provided the ASSA overstatements to the 
NJDOE, and the NJDOE calculated the state 
aid overpayments noted in our report.

As noted in the report, districts with legal 
costs that exceed 130 percent of the 
statewide average per pupil amount are 
required by the administrative code to 
establish procedures, as specified in the 
administrative code, to minimize these costs. 
The district did not provide us with any such 
procedures.

To be clear, the reference to "any" auditors 
here does not refer to our office. We gave the 
district an opportunity to make changes to its 
response to avoid confusion, but it declined 
to do so.

If a qualified individual later commits a crime, 
only the district listed in the NJDOE database 
as the individual's current employer would be 
notified. Therefore, it is imperative that the 
district verify employees who previously 
worked in another district notify the NJDOE 
to have their records updated. Had any of the 
199 individuals we cited in our report 
committed a disqualifying offense prior to us 
bringing the matter to the district's attention 
and the district taking corrective action, it 
would not have known of the offense.



 

Our review of the district's preschool 
program included school year 2023-2024, a 
period we would not consider to be "during 
COVID-19", and our recommendation would 
therefore only apply to future school years - 
years even further removed from the effects 
of COVID-19.

We did not consider the documentation 
provided by the district to be adequate 
evidence to support its decision. The only 
NJDOE confirmation we were provided was 
dated two years after the fact and clearly 
indicated any decision was at the discretion 
of the district. Additionally, we do not know 
what information, if any, was provided to the 
NJDOE at the time to support its decision.  
 
While the NJDOE may not have "objected" to 
the district's decision not to make 
enrollment-based payment adjustments, it 
did not explicitly approve the decision or 
direct the district not to make the 
adjustments. Furthermore, the district made 
the enrollment-based adjustments from 
October 2023 through January 2024 and 
made the decision to stop doing so.



 



 

Documents provided to us by the district 
clearly indicate the expenditures for 
constructing, operating, and staffing the 
gym came from the district's General Fund.

Regardless of the district's justification, the 
expenditures cited in our report did not 
comply with the administrative code.

It is also important to note that we did not 
audit the numbers cited in the district's 
response. Therefore, we do not vouch for 
their accuracy.

To be clear, the reference to state auditors 
here does not refer to our office. We were 
never "assigned" to the district. We gave the 
district an opportunity to make changes to 
its response to avoid confusion, but it 
declined to do so.



 

The district did not provide us with adequate 
documentation that demonstrated the 
event's educational components. Events 
lacking educational components should not 
use general funds.

Our report makes no such recommendation.

To be clear, the reference to auditors here 
does not refer to our office. We have 
performed no audit that included 2016 in its 
scope. We gave the district an opportunity 
to make changes to its response to avoid 
confusion, but it declined to do so.

We were unaware of any such claim 
regarding beer or any other type of alcohol; 
therefore, our report does not make any 
reference to it. The district's comment 
appears to be directed towards a third party. 

The documentation provided to us by the 
district indicates the expenditures for this 
event should not have been unanticipated. 
Dividing larger purchases into smaller ones 
is commonly known as bid splitting and 
violates procurement law.


