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LEBANON TOWNSHIP SCHOOL DISTRICT

70 BUNNVALE ROAD CALIFON, NJ 07830-4199
PHONE: (908) 638-4521 FAX: (908) 638-5511

Judith H. Burd, Superintendent

Valley View School Woodglen School

400 Rt. 513 Ruth Fanjoy, Business Administrator/Board Secretary 70 Bunnvale Rd.

Califon, NJ 07830-4199 Califon, NJ 07830-4199
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Fax:  832-6280 Phone: 832-2174 Fax: 638-8418

David R. Frinzi, Principal Fax: 832-5068 Michael B. Rubright, Principal

October 7, 2011

Honorable President and

Members of the Board of Education
Lebanon Township School District
Hunterdon County, New Jersey

Dear Board Members:

The comprehensive annual financial report of the Lebanon Township School District (District) for the
fiscal year ended June 30, 2011, is hereby submitted. Responsibility for both the accuracy of the data and
completeness and fairness of the presentation, including all disclosures, rests with the management of the
Board of Education (Board). To the best of our knowledge and belief, the data presented in this report is
accurate in all material respects and is reported in a manner designed to present fairly the financial
position and results of operations of the various funds and account groups of the District. All disclosures
necessary to enable the reader to gain an understanding of the District’s financial activities have been
included.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical
and single audit. The introductory section includes this transmittal letter, the District’s organizational chart
and a list of principal officials. The financial section includes the general purpose financial statements and
schedules, as well as the auditor’s report thereon. The financial section also includes the Management’s
Discussion and Analysis. The statistical section includes selected financial and demographic information,
generally presented on a multi-year basis. The District is required to undergo an annual single audit in
conformity with the provisions of the Single Audit Act of 1996 and the U.S. Office of Management and
Budget Circular A-133, “Audits of States, Local Governments, and Non-Profit Organizations”, and the
state Treasury Circular Letter 0404 OMB, “Single Audit Policy for Recipients of Federal Grants, State
Grants and State Aid Payments”. Information related to this single audit, including the auditor’s report on
the internal control structure and compliance with applicable laws and regulations and findings and
recommendations, are included in the single audit section of this report.

1) REPORTING ENTITY AND ITS SERVICES: The Lebanon Township School District is an
independent reporting entity within the criteria adopted by the GASB as established NCGA Statement No.
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3. All funds and account groups of the District are included in this report. The Lebanon Township Board
of Education and all its schools constitute the District’s reporting entity.

The District provides a full range of educational services appropriate to grade levels pre-K through 8.
These include regular instruction, as well as special education for handicapped youngsters. The District
completed the 2010-11 fiscal year with an average daily enrollment of 763.8 students. The following
details the changes in the student enrollment of the District over the past few years.

Average Daily Enrollment

Fiscal Student Percent
Year Enrollment Change
1991-92 636.3 0.6%
1992-93 654.7 2.9%
1993-94 706.7 8.4%
1994-95 735.5 3.6%
1995-96 776.8 5.6%
1996-97 826.7 6.4%
1997-98 819.9 (0.8%)
1998-99 817.7 (0.3%)
1999-00 810.0 (0.9%)
2000-01 8733 7.8%
2001-02 884.9 1.3%
2002-03 872.5 (1.4%)
2003-04 842.8 (3.4%)
2004-05 834.3 (1.0%)
2005-06 816.2 (2.2%)
2006-07 813.0 (0.4%)
2007-08 824.2 1.4%
2008-09 818.0 (0.8%)
2009-10 773.9 (5.4%)
2010-11 763.8 (1.3%)

The District has been experiencing decreased enrollment over the past few years. This trend is expected to
continue. Development of tracts of land is not expected to occur within the township, in light of the
restrictions imposed by the NJ Highlands Act. The firm of Whitehall Associates, Inc. has been engaged to
prepare a projection of student population for the next five years.

2) ECONOMIC CONDITION AND OUTLOOK: The Lebanon Township area is largely
residential. Recent re-sales of homes have been slow largely due to economic conditions. There are
relatively few business enterprises on the tax rolls. The Township enjoys the benefit of gross receipt taxes
from an electrical power plant, and funds the municipal budget to a significant degree through use of those
taxes, in lieu of levying additional property taxes for municipal purposes




2.2
3) MAJOR INITIATIVES:  The Lebanon Township School District evaluates student progress in
several ways. Report cards and/or student portfolios chart progress of students through each grade level.
Students in grades 3 through 8 take the New Jersey Assessment of Skills and Knowledge (NJ ASK).
Scores on these assessments indicate that Lebanon Township students score above state averages.
Reinforcement activities and curriculum revision are used to remediate any deficiencies discovered.

The use of technology is an integral part of the education process. Students use computers for research,
word processing and computer-assisted instruction. Calculators, including graphing calculators, are used
throughout the math and science curriculum. Administrative software is used for student attendance,
scheduling, grading and progress reports.

Curriculum Mapping has been used to organize district curriculum. Differentiated units of instruction have
been developed to meet the varied needs of our students. Curriculum objectives and teacher lesson plans
are aligned to the New Jersey Core Curriculum Content Standards.

The Lebanon Township School District has made a strong commitment to staff professional development.
Staft professional development addresses both district and individual needs. This professional
development provides opportunities for staff to expand their knowledge and skills.

Lebanon Township students in grades 9-12 attend Voorhees High School, which is physically located in
Lebanon Township, and which serves five other municipalities. Voorhees High School is one of two
schools in the North Hunterdon-Voorhees Regional High School District.

4) INTERNAL ACCOUNTING CONTROLS: Management of the District 1s responsible for
establishing and maintaining an internal control structure designed to ensure that the assets of the District
are protected from loss, theft or misuse and to ensure that adequate accounting data are compiled to allow
for the preparation of financial statements in conformity with generally accepted accounting principles
(GAAP). The internal control structure is designed to provide reasonable, but not absolute, assurance that
these objectives are met. The concept of reasonable assurance recognizes that: (1) the costs of a control
should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires
estimates and judgments by management.

As a recipient of federal and state financial assistance, the District is also responsible for ensuring that an
adequate internai control structure is in place to ensure compliance with applicable laws and regulations
related to those programs. This internal control structure is also subject to periodic evaluation by the
District management.

As part of the District’s single audit described earlier, tests are made to determine the adequacy of the
internal control structure, including that portion related to federal and state financial assistance programs,
as well as to determine that the District has complied with applicable laws and regulations.

5) BUDGETARY CONTROLS: In addition to internal accounting controls, the District
maintains budgetary controls. The objective of these budgetary controls is to ensure compliance with legal
provisions embodied in the annual appropriated general fund budget, which is approved by the voters of
the municipality. Annual appropriated budgets are adopted for the general fund, the special revenue fund,
and the debt service fund. Project-length budgets are approved for the capital improvements accounted for
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within any capital projects fund, when applicable. The final budget amount as amended for the fiscal year
is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at year-end are either canceled or are included as re-appropriations of fund
balance in the subsequent year. Those amounts to be re-appropriated are reported as reservations of fund
balance at June 30, 2011.

6) ACCOUNTING SYSTEM AND REPORTS: The District’s accounting records reflect
generally accepted accounting principles, as promulgated by the Governmental Accounting Standards
Board (GASB). The accounting system of the District is organized on the basis of funds and account
groups. These funds and account groups are explained in “Notes to the Financial Statements”, Note 1.

7) DEBRT ADMINISTRATION: Lebanon Township School District has no outstanding debt.

8) CASH MANAGEMENT: The investment policy of the District is guided in large part by state
statute as detailed in “Notes to the Financial Statements”, Note 3. The District has adopted a cash
management plan which requires it to deposit public funds in public depositories protected from loss
under the provisions of the Governmental Unit Deposit Protection Act (“GUDPA™). GUDPA was enacted
in 1970 to protect Governmental Units from a loss of funds on deposit with a failed banking institution in
New Jersey. The law requires governmental units to deposit public funds only in public depositories
located in New Jersey, where the funds are secured in accordance with the Act.

The school district currently uses a protected Cash Management Plan to insure maximum return on
investments.

9) RISK MANAGEMENT: The Board carries various forms of insurance, including but not
limited to general liability, vehicle liability, hazard and theft insurance on property and contents, and
fidelity bonds. Wherever possible, the Board’s major policies are pooled with other public schools of
similar make-up in order to reduce experience ratings and premiums. Excess liability insurance is held
under a joint insurance fund.

10)  OTHER INFORMATION:

Independent Audit — State statutes require an annual audit by independent certified public accountants or
registered municipal accountants. The accounting firm of William Colantano, CPA, was selected by the
Board’s audit committee. In addition to meeting the requirements set forth in state statutes, the audit also
was designed to meet the requirements of the Single Audit Act of 1984 and the related OMB Circular A-
133 and state Treasury Circular Letter 0404 OMB. The auditor’s report on the general purpose financial
statements and combining and individual fund statements and schedules is included in the financial
section of this report. The auditor’s reports related specifically to the single audit are included in the single
audit section of this report.




24
11)  ACKNOWLEDGEMENTS: We would like to express our appreciation to the members of

the Lebanon Township Board of Education for their concern in providing fiscal accountability to the
citizens and taxpayers of the school district and thereby contributing their full support to the development
and maintenance of our financial operation.

Respecttully submitted,

Sodiox 1 o) e

Judith H. Burd, RuthFanjoy,
Superintendent School Business Administrator
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Webltcam M. Colantans, Vr. 7
A Prafessconal Corporation

Certified Public Accountant 100 Route 31 North
Public School Accountant Washington, NJ 07882 - 1530
Registered Municipal Accountant Fax # (908) 689-8388

(908) 689-5002

INDEPENDENT AUDITOR'S REPORT
October 6, 2011

Honorable President and

Members of the Board of Education
Lebanon Township School District
County of Hunterdon, New Jersey

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the Board
of Education of the Lebanon Township School District in the County of Hunterdon, as of and for the
fiscal year ended June 30, 2011, which collectively comprise the District’'s basic financial statements
as listed in the table of contents. These financial statements are the responsibility of the Lebanon
Township Board of Education management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and audit requirements as
prescribed by the Division of Finance, Department of Education, State of New Jersey. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
Includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund,
and the aggregate remaining fund information of the Lebanon Township Board of Education in the
County of Hunterdon, as of June 30, 2011, and the respective changes in financial position and
cash flows, where applicable for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated October 6,
2011 on our consideration of the Lebanon Township Board of Education's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.
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The Management Discussion and Analysis and Budgetary Comparison Information are not a
required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquires of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the Lebanon Township Board of Education’s basic financial statements. The
accompanying introductory section, and other supplementary information, such as, the combining
and individual fund financial statements, long-term debt schedules, and statistical tables are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and individual fund financial statements and long-term debt schedules
have been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

The accompanying schedules of expenditures of federal awards and state financial assistance are
presented for purposes of additional analysis as required by US Office of Management and Budget
Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizations" and New
Jersey OMB's Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid" and are not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

William M. Colantano, Jr.

Public School Accountant
No. CS 0128
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LEBANON TOWNSHIP SCHOOL DISTRICT
CALIFON, NEW JERSEY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

The discussion and analysis of Lebanon Township School District’s financial
performance provides an overall review of the School District’s financial activities for
the fiscal year ended June 30, 2011. The intent of this discussion and analysis is to look
at the School District’s financial performance as a whole; readers should also review
the notes to the basic financial statements and financial statements enhance their
understanding of the School District’s financial performance.

FINANCIAL HIGHLIGHTS

Key financial highlights for fiscal year 2011 arc as follows:

¢ General revenucs accounted for $13,520,581 1n revenue or 95.4% of all
revenues. Program specific revenues in the form of charges for services,
operating grants and contributions, and capital grants and contributions
accounted for $649,910 or 4.6% of the total revenues of $14,170,491 (Table 2).

e Property taxes decreased by $80,000 from the prior year (Table 2).

e The School District had $13,271,626 in total governmental expenses. This was
a decrease in expenses of $422,576 from the prior year (Table 3).

* Among major funds, the General Fund had $13,575,996 in revenues and
$12,616,172 in expenditures (Exhibit B-2).

USING THIS GENERALLY ACCEPTED ACCOUNTING
PRINCIPALS REPORT (GAAP)

This annual report consists of a series of financial statements and notes to those
statements. These statements are organized so the reader can understand Lebanon
Township School District as a financial whole, an entire operating entity. The
statements then proceed to provide an increasingly detailed look at specific financial
activities.

10.0



REPORTING THE SCHOOL DISTRICT’S MOST SIGNIFICANT FUNDS
Fund Financial Statements

Fund financial reports provide detailed information about the School District’s major
funds. The School District uses many funds to account for a multitude of financial
transactions. However, these fund financial statements focus on the School District’s
most significant funds. The School District’s major governmental funds are the General
Fund, Special Revenue Fund, Capital Project Fund and Debt Service Fund.

Governmental Funds

The School District’s activities are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end available
for spending in the future ycars. These funds are reported using an accounting method
called modified accrual accounting, which measures cash and all other financial assets
that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the School District’s general government operations and the
basic services it provides. Governmental fund information helps the reader determine
whether there are more or fewer financial resources that can be spent in the near future
to finance educational programs. The relationship (or differences) between
governmental activities (reported in the Statement of Net Assets and the Statement of
Activities) and governmental funds 1s reconciled in the financial statements

The Statement of Net Assets and Statement of Activitics provide information about the
activities of the whole School District, presenting both an aggregate view of the School
District’s finances and a longer-term view of those finances. Fund financial statements
provide the next level of detail. For governmental funds, these statements tell how
services were financed in the short term as well as what remains for future spending.
The fund financial statements also look at the School District’s most significant funds
with all other non-major presented in total in one column. In the case of Lebanon
Township School District, the General Fund is by far the most significant fund.

REPORTING THE SCHOOL DISTRICT AS A WHOLE
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the School District to
provide programs and activities, the view of the School District as a whole looks at all
financial transactions and asks the question, “How did we do financially during 201177
The Statement of Net Assets and the Statement of Activities answer this question.
These statements include all assets and liabilities using the accrual basis of accounting
similar to the accounting used by most private-sector companies. This basis of
accounting takes into accounts all of the current year’s revenues and expenscs
regardless of when cash is received or paid.

10.1



These two statements report the School District’s net assets and changes in those assets.
This change in net assets 1s important because it tells the reader that, for the School
District as a whole, the financial positions of the School district has improved or
diminished. The causes of this change may be the result of many factors, some
financial, and some not. Non-financial factors include the School District’s property tax
base, current laws in New Jersey restricting revenue growth, facility conditions,
required educational programs and other considerations.

In the Statement of Net Assets and the Statement of Activities, the School District
reports governmental activities. Governmental activities are the activities where most of
the School District’s programs and services are reported, including, but not limited to,
instruction, support services, operation and maintenance of plant facilities, pupil
transportation and extracurricular activities.

THE SCHOOL DISTRICT AS A WHOLE
The Statement of Net Assets provides the perspective of the School District as a whole.

Table 1 provides a summary of the School District’s net assets at 6/30/11 with
comparisons to 6/30/10.

Table 1
Net Assets
Variance
6/30/11 6/30/10 Dollars %

Current & Other Assets $ 5,261,565 $ 2,795,120 $ 2,466,445 88.24
Capital Assets 4,488,945 4,460,124 28,821 0.65

Total Assets 9,750,510 7,255,244 2,495,266 34.39
Long-Term Liabilities 337,834 363,683 (25,849) (7.11)
Other Liabilities 1,743,441 121,191 1,622,250 1338.59

Total Liabilities 2,081,275 484,874 1,596,401 329.24
Net Assets

Invested in Capital Assets,

Net of Related Debt 4,488,945 4,460,124 28,821 0.65
Restricted 1,155,470 876,370 279,100 31.85
Unrestricted 2,024,820 1,433,876 590,944 41.21

Total Net Assets $ 7,669,235 $ 6,770,370 $ 898,865 13.28

10.2
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Table 2 provides a summary of the District’s changes in net assets in fiscal year 2011
with comparisons to fiscal year 2010.

Table 2
Changes in Net Assets
Variance
6/30/11 6/30/10 Dollars %
Revenues
Program Revenues:
Charges for Services $ 233,792 $ 218,933 $ 14 859 6.79
Operating Grants 333,834 325,004 8,830 2.72
Capital Grants 82,284 10,037 72,247 719.81
General Revenues:
Property Taxes 10,606,595 10,686,595 (80,000) (0.75)
Unrestricted Grants 2,880,928 2,866,679 14,249 0.50
Other 33,058 199,407 (166,349) (83.42)
Total Revenues 14,170,491 14,306,655 (136,164) (0.95)
Program Expenses
Instruction:
Regular 5,363,751 5,514,367 (150,616) (2.73)
Special 2,115,683 2,078,765 36,918 1.78
Other 273,407 372,067 (98,660) (26.52)
Support Services:
Tuition 109,139 141,425 (32,286) (22.83)
Student & Instructional Staff 2,125,452 2,176,309 (50,857) (2.34)
General & Business Administration 708,959 728,841 (19,882) (2.73)
School Administration 625,411 621,827 3,584 0.58
Maintenance 1,077,859 1,179,840 (101,981) (8.64)
Transportation 670,448 670,888 (440) (0.07)
Food Service 188,398 186,129 2,269 1.22
Charter School 12,361 12,255 106 0.86
Interest on Long-Term Debt 758 11,489 (10,731) (5.77)
Total Expenses 13,271,626 13,694,202 (422,576) (3.09)
Increase (Decrease) in Net Assets $ 898,865 $ 612,453 $286,412 46.76

* = undefined

Governmental Activities

The unique nature of property taxes in New Jersey creates the need to routinely seek
voter approval for the School District operations. Property taxes made up 75.9% of
revenues for governmental activities for the Lebanon Township School District for
fiscal year 2011. Note that property taxes made up 75.9% of revenue last year as well.
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Instruction comprises 59.3% of district expenses. Support services expenses make up
40.7% of the expenses. These proportions remain relatively constant from year to
year. However, fiscal year 2011 saw a slight increase (.3%) in the percentage of
instruction service expenses.

The District Wide Financial Statements, the “Statement of Activitics” (A-2) shows the
cost of program services and the charges for services and grants offsetting the cost of
those services.

Table 3 provides a summary of the School District’s cost of governmental services in
fiscal years 2011 and 2010. Net cost of services identifies the cost of governmental
services supported by tax revenue and unrestricted State entitlements net of restricted
funds. Restricted funds arc primarily attributable to federal grants and local donations.

Table 3
Cost of Governmental Services

Total Cost Net Cost
of Services of Services
6/30/11 6/30/10 6/30/11 6/30/10
Instruction 7,752,841 7,965,199 7,418,956 7,757,653
Support Services:
Tuition 109,139 141,425 109,139 59,444
Student & Instructional Staff 2,125,452 2,176,309 2,023,874 2,120,700
General & Business Administration 708,959 728,841 703,653 727,974
Schoo! Administration 652,411 621,827 619,497 621,275
Plant Operations & Maintenance 1,077,859 1,179,840 1,071,491 1,164,042
Pupil Transportation 670,448 670,888 670,448 670,888
Food Service 188,398 186,129 (8,461) (5,492))
Charter School 12,361 12,255 12,361 12,255
Interest on Long-Term Debt 758 11,489 758 11,489
Total Expenses 13,271,626 13,694,202 12,621,716 13,140,228

Instruction expenses include activities directly dealing with the teaching of pupils and
the interaction between teacher and student.

Support Services: are all those activities that support the instructional function. The
various categories of support service are explained below.

Tuition 1s the cost of instruction paid to other educational institutions.

Student & Instructional Staff’ include the activities involved with assisting staff with
the content and process of teaching to students. This also includes the activities that
assist the students in the process of learning.
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General & Business Administration, includes district, school and business
administration expenses associated with administrative and financial supervision of the
district

Plant Operation & Maintenance of facilities activities involved with keeping <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>