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LAVALLETTE BOARD OF EDUCATION
105 Brookfyn Avenue
Lavallette, New Jersey 08735

Peter S. Morris, Ed.D. Patricia A. Christopher,
CPA
Superintendent Business Administrator
(732) 793-7722 (732) 793-7402

October 30, 2013

Honorable President and Members

Board of Education of the Borough of Lavallette
105 Brooklyn Avenue

Lavallette, NJ 08735

Dear Board Members:

The comprehensive annual financial report of the Lavallette School District (District) for the fiscal
year ended June 30, 2013 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 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 1984 and the U. S. Office of Management and Budget
Circular A-133, "Audits of State and Local Governments", and the State Treasury Circular Letter
04-04 OMB, "Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid
Payment." 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: Lavallette School District is an
independent reporting entity within the criteria adopted by the GASB as cstablished by NCGA
Statement No. 3. All funds and account groups of the District are included in this report. The
Lavallette Board of Education and its single school constitute the District's reporting entity.




1. REPORTING ENTITY (Continued)

The District provides a full range of educational services appropriate to grade levels K through 8,
and has a sending-receiving relationship with the Point Pleasant Board of Education for grades 9
through 12. Classes offered are regular, vocational, and special education for disabled youngsters.
The District completed the 2013 fiscal year with an enrollment of 193 students, a decrease of 36
students from June 2012. Most of this decline can be attributed to the effects of Superstorm Sandy
on the district. The following details the changes in the student enrollment over the last ten years:

Average Daily Enrollment, K-8

Fiscal Student Percent
Year Enrollment Change
2012-2013 145.9 -13.8%
2011-2012 166.1 -0.6%
2010-2011 167.2 12.5%
2009-2010 148.6 6.4%
2008-2009 139.6 -5.9%
2007-2008 148.4 5.0%
2006-2007 141.3 -
2005-2006 141.3 -1.6%
2004-2005 143.6 -8.1%
2003-2004 156.3 -4.1%

2. ECONOMIC CONDITIONS AND OUTLOOK: Less than one mile square, twenty-seven
blocks long and four blocks wide, Lavallette is a charming, residential seashore resort community.
Enjoyed by many thousands of visitors in the summertime, Lavallette has a year-round population
of under 3,000 residents, approximately one-third of whom may be classified as senior citizens.
Employment is largely associated with the summer tourist industry (i.c., motels, restaurants, gift
shops, clothing stores, etc.), although a number of the businesses maintain year-round operations.
Many of Lavallette's residents are employed either directly or indirectly in this service industry. As
part of a barrier island, Lavallette is landlocked between two sections of Dover Township on the
north and south, and is bordered by the Atlantic Ocecan and Barnegat Bay on the east and west.
Consequently, its opportunities for business and residential expansion are limited.

3. MAJOR INITIATIVES: Students continue to meet and/or exceed objectives set by the
educational administration as reported to the New Jersey Department of Education. The Lavallette
Elementary School continues to perform achievement scores reported for math, science, reading
and writing on standardized tests. Programming during the 2012-2013 school year focused on a
continuation of the Board of Education's emphasis on technology in the classrooms, hands-on
science instruction and excellence in language arts.




4. INTERNAL ACCOUNTING CONTROLS: Management of the District is 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 cost 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 internal 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 carlier, 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 budget 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 in the capital projects fund. 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, 2013.

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. FINANCIAL INFORMATION AT FISCAL YEAR-END: As demonstrated by the
various statements and schedules included in the financial section of this report, the District
continues to meets its responsibility for sound financial management. The following schedule
presents a summary of the general fund, special revenue fund and debt service fund revenues for
the fiscal year ended June 30, 2013, and the amount and percentage of increases in relation to prior
year revenues. Excluded from the presentation are the State of New Jersey TPAF pension
contributions on behalf of the Board of Education and the reimbursed TPAF Social Security
contributions made by the Board and reimbursed by the State.




Percent  Increases/(Decreases) from 2012

Revenue Amountof Total $ %

Local $3,894,613 86% $61,804 1.6%

State 532,075 12% 170,590 47.2%

Federal 96,498 2% _15.105 18.6%
Total $4,523,186 100% $ 247,499 5.7%

The local tax levy increased year-to-year $13,698. Interest earncd, tuition and miscellaneous
income equaled $198,423, an increase of $15,299 from 2011/2012.

The schedule below presents a summary of general fund, special revenue fund and debt service
fund expenditures for the fiscal year ended June 30, 2013, and the percentage of increase or
decrease in relation to prior year amounts.

Increase/(Decrease) from 2012

Expenditures Amount % of Total $ %
Current:

Instruction $1,477.669 34.52% 84,137 6.0%
Undistributed

Instruction 1,299,583 30.36% 9,533 7.3%
Other Expend 1,357,175 31.71% 21,748 23.8%
Capital Qutlay 8,901 20% 2,353 35.9%
Debt Service

Principal 100,000 2.34% - - %

Interest 37.205 0.87% (4,.520) 10.8%
Total $4,243,729 100.00% $113,251 2.7%

The allocation of expenditures reflects the Board's and Superintendent's objective to provide the
best education possible at the least cost, a factor in maintaining the Borough of Lavallette's
enviable position as one of the state's lowest school taxpaying districts. During 2013 Lavallette
taxpayers were assessed the lowest general school tax for an operating school district in Ocean
County. Faculty salaries increased and included expanded teacher hours for regular education and
special education instruction. Capital Outlay monies were used for building maintenance
equipment.



8. DEBT ADMINISTRATION: On August 5, 2000 the District sold $600,000 of school
bonds at 3.15% for the purpose of replacing heating and air conditioning units and other energy
conservation projects in the Lavallette Elementary School.

On March 8, 2005 the District sold $1,187,000 of school bonds at a net interest rate of 4.109% for
the purpose of renovations at the Lavallette Elementary School.

At June 30, 2013, the District's outstanding debt was $800,000.

9. 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 2. 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 Board's cash position is adequate, with a balance of $375,072 in cash and
temporary investments at June 30, 2013.

The school food service fund typically receives a small amount of federal funding due to the low
percentage of families eligible for meal benefits (free and reduced lunches). During the 2012/2013
school year an unusual number of students qualified for free lunches due to the number or families
made homeless by Superstorm Sandy. The food services staff is proud of the nutritious lunches
served daily to the students, faculty and other staff, and they have taken steps to hold down
expenses in an cffort to reach financial goals to limiting the financial support that the school
service fund receives from the Board.

10. RISK MANAGEMENT: The Board carries various forms of insurance, including but not
limited to general liability, comprehensive/collision, flood, student and volunteer accident, hazard
and theft insurance on property and contents, and fidelity bonds. The Board worked with the New
Jersey School Boards Association Insurance Group to review insurance requirements in order to
secure the most appropriate coverage at the least possible cost.

11. OTHER INFORMATION:

Independent Audit - State statutes require an annual audit by independent certified public
accountants or registered municipal accountants. The accounting firm of Robert A. Hulsart &
Company, CPAs, was selected by the Board to provide this service. In addition to meeting the
requirements set forth in state statutes, the audit 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
04-04 OMB. The auditor's report on the general purpose financial statements and combined and
individual fund statements and schedules is included in the financial section of this report. The
auditor's reports specifically related to the single audit are included in the single audit section of
this report.
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INDEPENDENT AUDITOR’S REPORT

Honorable President and Members
of the Board of Education

Lavallette School District

County of Ocean

Lavallette, New Jersey

Report on the Financial Statements

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 Lavallette School District, in the County of Ocean, State of New Jersey, as of and for the
year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise
the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

10.




11

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Board of Education of the Lavallette School
District, in the County of Ocean, State of New Jersey, as of June 30, 2013, and the respective changes in
financial position and, where applicable, cash flows thereof for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information as listed in the table of
contents presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Government Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

The accompanying introductory section and other supplementary information such as the
combining and individual fund financial statements, long-term debt schedules, and statistical information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standard generally
accepted in the United States of America. In our opinion, the accompanying introductory section and
other supplementary information such as the combining and individual fund financial statements, long-
term debt schedules, and statistical information is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

The accompanying introductory section and other supplementary information such as the
combining and individual fund financial statements, long-term debt schedules, and statistical information
has not been subjected to the auditing procedures applied in the audit of the basic financial statements,

and accordingly, we do not express an opinion or provide any assurance on it.
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The accompanying schedules of expenditures of federal awards and state financial assistance are
presented for purposes of additional analysis as required by U.S. 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
respectively, and are nota 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 30, 2013 on our consideration of the Lavallette’s Board of Education internal control over
financial reporting and 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 internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
Lavallette Board of Education’s internal control over financial reporting and compliance.

Respectfully submitted,

ROBERT A. HULSART AND COMPANY

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A. Hulsart and Company
Wall Township, New Jersey

October 30, 2013
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LAVALLETTE SCHOOL DISTRICT
Management’s Discussion and Analysis

For the Year Ended June 30, 2013

This section of the School District’s Comprehensive Annual Financial Report presents
our discussion and analysis of the District’s financial performance during the fiscal year ended
June 30, 2013. Please read it in conjunction with the transmittal letter at the front of this report
and the District’s financial statements, which immediately follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements comprise three components: 1)
District-wide Financial Statements, 2) Fund Financial Statements, and 3) Notes to the Financial
Statements. This report also contains required supplementary information and other
supplementary information in addition to the basic financial statements themselves.

District-wide Financial Statements. The district-wide financial statements arc designed to
provide readers with a broad overview of the District’s finances, in a manner similar to private
sector business.

The statement of net position (A-1) presents information on all of the assets and liabilities
of the District, with the difference between the two reported as net position. Over time, Increascs
or decreases in net position may serve as a useful indicator of whether the financial position of
the District is improving or deteriorating.

The statement of activities (A-2) presents information showing how the net position of
the District changed during the most recent fiscal year. All changes in net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods.

Fund Financial Statements. A fund is a group of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The district,
like other sate and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the District can be
divided into three categories: governmental, proprietary or fiduciary.

Governmental Funds — are used to account for essentially the same functions reported as
governmental activitics in the district-wide financial statements. However, unlike the district-
wide financial statements, governmental fund financial statements focus on the near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating the District’s near-term
financing requirements.

B "
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Because the focus of governmental funds is narrower than that of the district-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar statements. By so doing, readers may better understand the long-term impact of the
District’s near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balance provide a

reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The District maintains three individual government funds: the general fund, special
revenue fund and capital projects fund. All are considered to be major funds. The basic
governmental fund financial statements can be found as Exhibits B-1 through B-3 in this report.

Proprietary Funds — The District maintains one proprictary fund type, an enterprise fund.
The enterprise fund is used to account for operations that are financed and operated in a manner
similar to private business enterprises, where the intent of the District is that the costs of
providing the goods or services be financed through user charges. Included in the enterprise fund
is the Food Service operation. The basic proprietary fund statements can be found as Exhibits
B-4 through B-6.

Fiduciary Funds — are used to account for resources held for the benefit of parties outside
the governmental entity. Fiduciary funds are not reflected in the district-wide financial statement
because the resources of those funds are not available to support the District’s own programs.
The District uses trust and agency funds to account for resources held for payroll transactions.
The basic fiduciary fund statements can be found as Exhibit B-7 and B-8.

Notes to the Financial Statements. The notes provide additional information that is essential for

a full understanding of the data provided in the district-wide and fund financial statements. The
notes to the financial statements can be found after the fund statements in this report.

FINANCIAL HIGHLIGHTS

Key financial highlights for the 2012-2013 fiscal year include the following:

e The local tax levy increased from 201 1-2012 by $13,608 to $3.696,190 due primarily to
the overall increase in the District’s general fund budget and relatively flat state aid.

o Total spending for all programs was $4.448,530. General revenues (primarily local tax
levy and state aid) were adequate to provide for the balance of these programs.



District-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the District’s

financial position. The following table provides a summary of net position:

2013 2012
Current and Other Assets $ 1,490,637 1,192,825
Capital Assets, Net 4,136,720 4.439.201
Total 5,627,357 5.632.026
Other Liabilities 257,800 182,768
Long-Term Liabilities 825,221 977.133
Total 1.083.021 1,159,901
Invest in Capital Assets, Net 3,337,720 3,539,201
Restricted 1,134,419 821,714
Unrestricted 72,197 111,210
Total Net Position $ 4,544,336 4472,125

The District’s investment in capital assets is shown net of any related debt used to acquire
those assets.

The unrestricted net position shows a negative balance. The negative balance is
attributable to the liability for compensated absences. This is a direct liability with no
corresponding asset, therefore creating a negative net asset.

The following table provides a summary of revenues and expenses for the District’s
governmental fund and business-type activities and the change in net assets from the prior year:

2013 2012
Revenues:
Program Revenues
Charges for Services $ 156,326 206,581
Operating Grants and Contributions 169,612 109,022
General Revenues
Property Taxes 3,572,526 3,554,925
Taxes Levied for Debt Service 123,664 127.567
Federal and State Aid 532,075 447207
Miscellaneous & Investment Income 12,418 2.621
Total Revenues 4,566,621 4,447.923
Expenses:
Instructional Services 1,477,669 1,393,532
Support Services/Undistributed Costs 2,970,861 3,016,951
Food Service 65,685 75.867
Total Expenses 4,514,215 4.486.350

Change in Net Position $ 52406 38,427)
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General Fund Budgetary Highlights

The difference between the original budget and the final amended budget is comprised
mainly of the June 30, 2012 encumbrances, which “roll-over” into the subsequent year’s budget
(2012-2013) and are added to the original budget appropriations.

Throughout the year, as necessary, budget transfers are effectuated between budget
accounts to re-align the 2012-2013 budget.

Fconomic Factors and Next Year’s Budget

Due to the economic condition in the State of New Jersey funding from the State for the
current year decreased for the previous year. Any future increases based on the enrollment
formula, originally formulated to allocate state education aid amongst districts, will be minimal.
Future decreases in local revenue and state education aid will place additional burden on the
taxpayers of Lavallette Borough.

Contacting the District’s Financial Management

The District’s financial report is designed to provide citizen groups, taxpayers, parents,
students, other local officials, and investors and creditors with a general overview of the District’s
finances and to show the District’s accountability for the money it receives. Questions regarding

this report can be addressed to the School Business Administrator.




BASIC FINANCIAL STATEMENTS




DISTRICT-WIDE FINANCIAL STATEMENTS — A




LAVALLETTE SCHOOL DISTRICT

STATEMENT OF NET POSITION

Exhibit A-1
JUNE 30, 2013
Governmental Business-Type
Activities Activities Total

Assets
Cash and Cash Equivalents $ 372,000 3,032 375,032
Receivables, Net 686,482 1,813 688,295
Other Current Assets 3,251 3,251
Inventory 1,270 1,270
Restricted Assets:

Cash and Cash Equivalents 289,856 289,856

Capital Reserve Account - Cash 131,933 131,933
Capital Assets, Net 4,137,720 4,137,720
Total Assets 5,621,242 6,115 5,627,357
Liabilities
Accounts Payable and Accrued Interest 20,5353 45,549 66,102
Deferred Revenue 84,606 84,606
Noncurrent Liabilities:

Due Within One Year 107,092 107,092

Due Beyond One Year 825,221 825,221
Total Liabilities 1,037,472 43,549 1,083,021
Net Position
Invested in Capital Assets, Net of Related Debt 3,337,720 3,337,720
Restricted For:

Capital Projects 367,201 367,201

Other Purposes 767,218 767,218
Unrestricted 111,631 (39,434) 72,197
Total Net Position $ 4,583,770 (39,434) 4,544,336

The accompanying notes to financial statements are an integral part of this statement.
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FUND FINANCIAL STATEMENTS - B




Assets

Cash and Cash Equivalents
Receivables Net

Other Current Assets
Interfund Receivable

Total Assets

Liabilities and Fund Balance
Liabilities:

Interfund Payable

Deferred Revenue

Accounts Payable
Total Liabilities

Fund Balance:
Restricted for:
Excess Surplus - Current Year
Committed To:
Designated for Subsequent Years Expenditures -
Excess Surplus
Emergency Reserve Account
Maintenance Reserve Account
Capital Reserve Account
Assigned To:
Other Purposes
Unassigned:
Capital Projects
General Fund
Total Fund Balances

Total Liabilities and Fund Balance

Amounts reported for governmental activities in
the Statement of Net Position (A-1) are different
because:

Capital assets used in governmental activities
are not financial resources and therefore are
not reported in the funds. The cost of the
assets 1s $7,101,428 and the accumulated
depreciation is $2,963,708.

Accrued Interest

Long-term liabilities, including bonds payable, are
not due and payable in the current period and
therefore are not reported as liabilities in the

funds. (see Note 3)

Net position of governmental activities

The accompanying Notes to Financial Statements are an integral part of this statement.

3

LAVALLETTE SCHOOL DISTRICT Exhibit B-1
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2013
Special Capital Total
General Revenue Projects Governmental
Fund Fund Fund Funds
$ 720,339 73,450 793,789
76,545 609,937 686,482
3251 3,251
236,231 236,231
$1,036,366 73,450 609,937 1,719,753
$ - 236,231 236,231
11,156 73,450 84,606
6,505 6,505
11,156 73,450 242,736 327,342
115,925 115,925
122,960 122,960
53,750 53,750
236,106 236,106
131,933 131,933
106,544 106,544
367,201 367,201
257,992 257,992
1,025,210 - 367,201 1,392,411
$1,036,366 73,450 609,937
4,137,720
(14,048)
(932,313)

S 4,583,770

20.
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LAVALLETTE SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL punps Exhibit B-3

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30,2013

Total Net Change in Fund Balances - Governmental Funds (From B-2) $ 218,133

Amounts Reported for Governmental Activities in the Statement of
Activities (A-2) are Different Because:
Capital Outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation in
the period.
Capital Outlays 8,971

Depreciation (330,257)
(321,286)

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net
assets and is not reported in the statement of activities. 100,000

In the statement of activities, certain operating expenses, €.8., compensated
absences (vacations) are measured by the amounts earned during the
year. In the governmental funds, however, expenditures for these items
are reported in the amount of financial resources used (paid). 44,820

In the statement of activities, interest on long-term debt in the statement of
activities is accrued, regardless of when due. Inthe governmental funds,
interest is reported when due. 8,539

Change in Net Assets of Governmental Activities $ 50,206

The accompanying Notes t0 Financial Statements are an integral part of this statement.
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LAVALLETTE SCHOOL DISTRICT

STATEMENT OF NET POSITION

Exhibit B-4
PROPRIETARY FUNDS
JUNE 30, 2013
Business Type
Activities
Enterprise
Fund
Assets
Current Assets:
Cash and Cash Equivalents $ 3,032
Accounts Receivable 1,813
Inventories 1,270
Total Current Assets 6,115
Noncurrent Assets:
Furniture Machinery and Equipment 18,961
Less: Accumulated Depreciation (18,961)
Total Noncurrent Assets -
Total Assets $ 6,113
Liabilities
Accounts Payable $ 45,549
Total Liabilities $ 45,549
Net Position
Unrestricted $ (39,434)
Total Net Position $ (39,434)

The accompanying Notes to Financial Statements are an integral part of this statement.




LAVALLETTE SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES

Operating Revenues:
Changes for Services:
Daily Sales
Total Operating Revenue

Operating Expenses:
Cost of Sales
Supplies
Purchased Services
Miscellaneous
Salaries & Benefits
Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenues (Expenses):
State Sources:
State School Lunch Program
Federal Sources:
National School Lunch Program
Interest Revenue
Board Subsidy
Total Non-Operating Revenues (Expenses)

Change in Net Assets
Total Net Position Beginning

Total Net Position Ending

The accompanying Notes to Financial Statements are an integra

IN NET POSITION

PROPRIETARY FUNDS

JUNE 30, 2013

Exhibit B-5

Business Type
Activities
Enterprise

Funds

$ 7,599

7,599

15,233
192
25,000
810
24,450

65,685

(58,086)

753

35,067
16
24.450

60,286

2,200

(41,634)

$ (39.434)

1 part of this statement.



LAVALLETTE SCHOOL DISTRICT

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

JUNE 30,2013

Cash Flows from Operating Activities:
Receipts from Customers
Payments to Suppliers & Employees
Net Cash Used by Operating Activities

Cash Flows from Noncapital Financing Activities:
State Sources
Federal Sources
Board Subsidy

Net Cash Provided by Noncapital Financing Activities

Cash Flows from Investing Activities

Net Increase/(Decrease) in Cash and Cash Equivalents
Balances Beginning of Year

Balances End of Year

Reconciliation of Operating Income (Loss) to Net Cash Provided (Used)
by Operating Activities:
Operating Income (Loss)
Change in Assets and Liabilities:
(Increase)/Decrease in Accounts Receivable
(Increase)/Decrease in Inventories

Net Cash Used by Operating Activities

The accompanying Notes to Financial Statements are an integral part of this statement.
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Exhibit B-6

Business Type
Activities
Enterprise
Funds

$ 7,599
(66,064)

(58,465)

753
35,067
24,450

60,270

16

1,821

1211

$ 3,032

$ (58,086)

(1,209)
830

$ (58,465)




LAVALLETTE SCHOOL DISTRICT 27.

STATEMENT OF FIDUCIARY NET POSITION

Exhibit B-7
FIDUCIARY FUNDS
JUNE 30, 2013
Unemployment
Compensation
Trust
Assets:

Cash and Cash Equivalents $ 32,437
Total Assets $ 32,437
Net Position:

Reserved - Unemployment Benefits $ 32,437
Total Net Position $ 32,437

The accompanying Notes to Financial Statements are an integral part of this statement.



STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

LAVALLETTE SCHOOL DISTRICT

Exhibit B-8
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2013
Unemployment
Compensation
Trust
Additions
Contributions $ 3,022
Total Contributions 3,022
Investment Earnings:

Interest 57
Net Investment Earnings 57
Total Additions 3,079
Deductions
Unemployment Claims -
Total Deductions -
Change in Net Position 3,079
Net Position - Beginning of Year 29,358
Net Position - End of the Year $ 32,437

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOARD OF EDUCATION

LAVALLETTE SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2013

NOTE 1: Summary of Significant Accounting Policies

The financial statements of the Board of Education (Board) of the Lavallette School
District (District) have been prepared in conformity with generally accepted accounting principles
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the Board’s accounting policies are
described below.

A. Reporting Entity:

The Board is an instrumentality of the State of New Jersey, established to function as an
educational institution. The Board consists of elected officials and is responsible for the fiscal
control of the District. A superintendent is appointed by the Board and is responsible for the
administrative control of the District.

The primary criterion for including activities within the District’s reporting entity, as set
forth in Section 2100 of the GASB Codification of Government Accounting and Financial
Reporting Standards, is the degree of oversight responsibility maintained by the District. Oversight
responsibility includes financial interdependency, selection of governing authority, designation of
management, ability to significantly influence operations and accountability for fiscal matters. The
combined financial statements include all funds and account groups of the District over which the
Board exercises operating control. The operations of the District include an elementary school
located in Lavallette. There were no additional entities required to be included in the reporting
entity under the criteria as described above, in the current fiscal year. Furthermore the District is
not includable in any other reporting entity on the basis of such criteria.

B. Government-Wide Financial Statements

The government-wide financial statements include the statement of net assets and the
statement of activities. These statements report financial information for the District as a whole
excluding fiduciary activities such as student activities. Individual funds are not displayed but the
statements distinguish governmental activities, generally supported by state and federal aid, tuition
and county tax levies, from business-type activities generally financed in whole or in part with fees
charged to external parties.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

B. Government-Wide Financial Statements (Continued)

The statement of activities reports the expenses of a given function offset by program
revenues directly connected with the functional program. A function is an assembly of similar
activities and may include portions of a fund or summarize more than one fund to capture the
expenses and program revenues associated with a distinct functional activity. Program revenues
include (1) charges for services which report fees and other charges to users of the District’s
services and (2) operating grants and contributions. These revenues are subject to externally
imposed restrictions to these program uses. Tax levies and other revenue sources not properly
included with program revenues are reported as general revenues.

Fund Financial Statements

Fund financial statements are provided for governmental, proprietary and fiduciary funds.
The New Jersey Department of Education (the “Department”) has elected to require New Jersey
districts to treat each governmental fund as a major fund in accordance with the option noted in
GASB No. 34, paragraph 76. The Department believes that the presentation of all funds as major
is important for public interest and to promote consistency among district financial reporting
models.

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation

The financial statements of the District are prepared in accordance with generally accepted
accounting principles (GAAP). The District’s reporting entity applies all relevant Governmental
Accounting Standards Board (GASB) pronouncements. The government-wide and proprietary
fund financial statements apply Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principles Board (APB) opinions issued on or before November 30, 1989, unless
those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB
prevails.

The government-wide statements report using the economic resources measurement focus
and the accrual basis of accounting generally including the reclassification or elimination of
internal activity (between or within funds). Proprietary and fiduciary fund financial statements
also report using this same focus and basis of accounting although internal activity 1s not
eliminated in these statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred regardless of the timing of related cash flows. County tax revenues arc
recognized in the year for which they are levied while grants are recognized when grantor eligibility
requirements are met. The Unemployment Trust Fund recognizes employer and employee
contributions in the period in which contributions are due.

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
they are both measurable and available. Available means collectible within the current period or
soon enough thereafter to apply current liabilities. The District considers revenues to be available
if they are collected within 60 days of the end of the fiscal year. Expenditures are recorded when
the related fund liability is incurred, except for long-term pension and compensated absences,
which are reported as expenditures in the year due.



NOTE 1: Summary of Significant Accounting Policies (Continued)

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation (Continued)

Major revenue sources susceptible to accrual includes Intergovernmental revenues, and the
county tax levy. In general, other revenues are recognized when cash 1s received.

Operating income reported in proprietary fund financial statements includes revenues and
expenses related to the primary continuing operations of the fund. Principal operating revenues for
proprietary funds are charges to customers for food sales and for services provided to other
governmental entities. Principles operating expenses are the costs of providing goods or services
and include administrative expenses and depreciation of capital assets. Other revenues and
expenses are classified as non-operating in the financial statements.

D. Fund Accounting:

The accounts of the District are maintained in accordance with the principles of fund
accounting to ensure observance of limitations and restrictions on the resources available. The
principles of fund accounting require that resources be classified for accounting and reporting
purposes into funds or account groups in accordance with activities or objectives specified for the
resources. Each fund is a separate accounting entity with a self-balancing set of accounts. An
account group, on the other hand, is a financial reporting device designed to provide accountability
for certain assets and liabilities that are not recorded in the funds because they do not directly
affect net expendable available financial resources. Funds are classified into three categories:

governmental, proprietary and fiduciary. Each category, in turn, is divided into separate “fund

types”.

Governmental Fund Types

General Fund: The general fund is the general operating fund of the District and is used
to account for all expendable financial resources except those required to be accounted
for in another fund.

Special Revenue Fund: The District accounts for the proceeds of specific revenue
sources (other than expendable trust or major capital projects) that are legally restricted
to expenditures for specified purposes in the special revenue funds.

Capital Projects Fund: the capital projects fund is used to account for all financial
resources to be used for the acquisition or construction of major capital facilities (other
than those financed by proprietary funds).

Debt Service Fund: The debt service fund is used to account for the accumulation of
resources for, and the payment of principal and interest on bonds issued to finance major
property acquisition, construction and improvement programs.

31.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

D. Fund Accounting (Continued):

Proprietary Fund Type

Enterprise Fund: To account for operations that are financed and operated in a manner
similar to private business enterprises, in which the intent of the District is that the costs
of providing goods or services to the District on a continuing basis be financed or
recovered primarily through user charges.

Fiduciary Fund Types

Trust and Agency Funds: The trust and agency funds are used to account for assets held
by the District on behalf of outside parties, including other governments, or on behalf of
other funds within the District.

Unemplovment Compensation Trust Fund: The trust fund is used to account for assets
held under the terms of a formal trust agreement. The District reimburses the costs of
unemployment benefits paid by the New Jersey Department of Labor.

Agency Funds (Payroll and Student Activities Fund): Agency funds are used to account
for the assets that the District holds on behalf of others as their agent. Agency funds are
custodial in nature and do not involve measurement of results of operations.

E. Budgets/Budgetary Control:

Annual appropriated budgets are prepared in the spring of each year for the general,
special revenue, and debt service funds. The budgets are submitted to the County office and are
voted upon at the annual school clection on the third Tuesday in April. Budgets are prepared using
the modified accrual basis of accounting; the legal level of budgetary control is established at line
item accounts within each fund. Line item accounts are defined as the lowest (most specific) level
of detail as established pursuant to the minimum chart of accounts referenced in N.J.A.C. 6A:23-
2.2(g). All budget amendments must be approved by School Board resolution. Budget
amendments during the year ended June 30, 2013.

The Public School Education Act of 1975, limits the annual increase of any district’s net
current expense budget. The Commissioner of Education certifies the allowable amount for each
district but may grant a higher level of increase if he determines that the sums so provided would
be insufficient to meet the identified goals and needs of the district or that an anticipated enrollment
increase requires additional funds.

The Commissioner must also review every proposed local school district budget for the
next school year. He examines every item of appropriations for current expenses and budgeted
capital outlay to determine their adequacy in relation to the identified needs and goals of the
district. If, in his view, they are insufficient, the Commissioner must order remedial action. If
necessary, he is authorized to order changes in the local district budget.



NOTE 1: Summary of Significant Accounting Policies (Continued)

E. Budgets/Budgetary Control (Continued):

Once a budget is approved, it can be amended by transfers or additional appropriation of
fund balances by approval of a majority of the members of the Board. Amendments are presented
to the Board at their regular meetings. Each amendment must have Board approval. Such
amendments are made before the fact, are reflected in the official minutes of the Board, and are not
made after fiscal year-end as dictated by law. Individual transfers were not material in relation to
the original appropriations. All uncommitted budget appropriations lapse at year-end.

Formal budgetary integration into the accounting system is employed as a management
control device during the year. For governmental funds there are no substantial differences
between the budgetary basis of accounting and generally accepted accounting principles with the
exception of the special revenue fund as noted below. Encumbrance accounting is also employed
as an extension of formal budgetary integration in the governmental fund types. Unencumbered
appropriations lapse at fiscal year end.

The accounting records of the special revenue fund are maintained on the grant accounting
budgetary basis. The grant accounting budgetary basis differs from GAAP in that the grant
accounting budgetary basis is recognizes encumbrances as expenditures and also recognizes the
related revenues, whereas the GAAP basis does not. Sufficient supplemental records are
maintained to allow for the presentation of GAAP basis financial reports.

F. Encumbrances:

Under encumbrance accounting purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve a portion of the applicable appropriation. Open
encumbrances in governmental funds other than the special revenue fund are reported as
reservations of fund balances at fiscal year end as they do not constitute expenditures or liabilities
but rather commitments related to unperformed contracts for goods and services.

Open encumbrances in the special revenue fund for which the District has received
advances are reflected in the balance sheet as deferred revenues at fiscal year end.

The encumbered appropriation authority carries over into the next fiscal year. An entry

will be made at the beginning of the next fiscal year to increase the appropriation reflected in the
certified budget by the outstanding encumbrance amount as of the current fiscal year end.

G. Short-Term Interfund Receivables/Payables:

Short-Term interfund receivables/payables represents amounts that are owed, other than
charges for good or services rendered to/from a particular fund in the District and that are due
within one year.

33.



NOTE 1: Summary of Significant Accounting Policies (Continued)

H. Inventories and Prepaid Expenses

Inventories and prepaid expenses, which benefit future periods, are recorded as an
expenditure during the year of purchase. The value of inventories remaining at the end of the fiscal
year is not included on the balance sheet.

Enterprise fund inventories are valued at cost, which approximates market, using the first-

in-first-out (FIFO) method. Prepaid expenses in the enterprise fund represent payments made to
vendors for services that will benefit periods beyond June 30, 2013.

1. Capital Assets and Depreciation

The District’s property, buildings and improvements, equipment, vehicles, furniture and
fixtures with useful lives of five years or more are stated at historical or estimated historical cost
and are reported in the government-wide financial statements. Proprietary Fund capital assets are
reported in its respective fund.

The costs of normal maintenance and repairs that do not add to the asset value or
materially extend the useful lives are not capitalized. Capital assets are depreciated using the
straight-line method. When capital assets are disposed, the cost and applicable accumulated
depreciation are removed from the respective accounts. Estimated useful lives, in years, for
depreciable assets are as follows:

Buildings and Improvements 20-50
Equipment and Vehicles 5-20
Furniture and Fixtures 5-20

The District is currently in the process of obtaining and installing software that will
maintain proper capital asset and depreciation records.

Capital asset activity for the year ended June 30, 2013 was as follows:

Balance Balance
July 1, 2012 Additions Deletions June 30, 2013
Depreciable Assets:
Buildings & Sites $ 5,789,634 5,789,634
Equipment 1.283.018 28.776 1.311,794

Total 7.072.652 28.776 7.101.428

e L 2T




NOTE 1: Summary of Significant Accounting Policies (Continued)

1. Capital Assets and Depreciation (Continued)
Balance Balance
July 1, 2012 Additions Deletions June 30, 2013

Less: Accumulated

Depreciation:
Buildings (1,720,970) (220,147) (1,941,117)
Equipment (912.481) (110.110) (1.022.591)
Total Accumulated
Depreciation (2.633.451) (330.2537) (2.963.708)
Net Depreciable Assets 4,439,201 (301.481) 4.137.720
Governmental Activities
Capital Assets, Net $ 4439201 (301,481) L 4,137,720
Food Service:
Equipment $ 18,961 18,961
Accumulated
Depreciation (18.961) (18.961)
Net Depreciable Assets h _ . L o
J. Compensated Absences

District employees are permitted, within certain limitations, to accrue vacation and sick
Jeave in varying amounts under the Districts personnel policies and may be paid at a later date
according to contractual agreements.

The liability for vested compensated absences of the governmental fund types is recorded
in the government-wide financial statements as a non-current liability. Governmental funds report
only matured compensated absences payable to currently terminating employees and are included
in wages and benefits payable

K. Deferred Revenue

Deferred revenue in the special revenue funds represent cash which has been received but
not yet earned. See Note 1(F) regarding the special revenue fund.

L. Fund Equity

The governmental fund financial statements report reserved fund balance for amounts not
available for appropriation or legally restricted for specified purposes. The general fund reserve
for restricted purposes includes net assets relating to capital reserve (See Note 9).



NOTE 2: Cash and Cash Equivalents and Investments

Cash and cash equivalents includes petty cash, change funds, amounts in deposits, and
short term investments with original maturities of three months or less.

Investments are stated at cost, which approximates market. The District classifies
certificates of deposit, which have original maturity dates of more than three months but less than
twelve months from the date of purchase, as investments.

Deposits

New Jersey statutes require that school districts deposit public funds in public depositories
located in New Jersey which are insured by the Federal Deposit Insurance Corporation, the Federal
Savings and Loan Insurance Corporation, or by any other agency of the United States that insures
deposits made in public depositories. School districts are also permitted to deposit public funds in
the State of New Jersey Cash Management Fund.

New Jersey statutes require public depositories to maintain collateral for deposits of public
funds that exceed depository insurance limits as follows:

The market value of the collateral must equal at least 5% of the average
daily balance of collected public funds on deposit.

In addition to the above collateral requirement, if the public funds deposited exceed 75% of
the capital funds of the depository, the depository must provide collateral having a market value at
least equal to 100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank of New York, the Federal
Reserve Bank of Philadelphia, the Federal Home Loan Bank of New York, or a banking institution
that is 2 member of the Federal Reserve System and has capital funds of not less than
$25,000.000.

Investments
New Jersey statutes permit the District to purchase the following types of securities:

a. Bonds or other obligations of the United States or obligations
guaranteed by the United States.

b. Bonds of any Federal Intermediate Credit Bank, Federal Home
Loan Bank, Federal National Mortgage Agency or any United
States Bank for cooperatives which have a maturity date not greater
than twelve months from the date of purchase.

c. Bonds or other obligations of the school district.

As of June 30, 2013, cash and cash equivalents and investments of the District consisted of
the following:
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NOTE 2: Cash and Cash Equivalents and Investments (Continued)

Investments (Continued)

Cash and Cash
Equivalents

Checking, Money Market Accounts $ 858276

During the period ended June 30, 2013, the District did not hold any investments. The
carrying amount of the District’s cash and cash equivalents at June 30, 2013 was $858,276 and the
bank balance was $1,138,360. Of the bank balance, $250,000 was covered by federal depository
insurance and $888,360 was covered by a collateral pool maintained by the banks as required by
New Jersey statutes.

Credit Risk Categories

All bank deposits and investments as of the balance sheet date are classified as to credit
risk by the following two categories described below:

FDIC $ 250,000
GUPDA 888,360
As of June 30, 2013, the District did not hold any long-term investments.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the government’s
deposits may not be returned to it. The District does not have a formal policy for custodial credit
risk.

The District had no uninsured deposits.

NOTE 3: General Long-Term Debt

During the fiscal year ended June 30, 2013, the following changes occurred in liabilitics
reported in the general long-term debt account group:

Balance Balance Long-Term 2013-14
June 30,2012 Additions Deletions June 30, 2013 Portion Payment
Compensated Absences

Payable $ 166,121 44,820 121,301 121,301
Capital Leases 17,668 6,656 11,012 3,920 7,092
Bonds Payable 900,000 100.000 800,000 700,000 100,000

$ 1,083,789 151,476 932.313 825,221 107.092




NOTE 3: General Long-Term Debt (Continued)

A. Bonds Pavable

Bonds are authorized in accordance with State law by the voters of the municipality
through referendums. All bonds are retired in serial installments within the statutory period of
usefulness. Bonds issued by the Board are of general obligation bonds, and the interest rates vary
from 3.45% to 4.50% for the 2004 issue and the interest rates vary from 4.00% to 4.20% for the
2005 issue.

Principal and interest due on serial bonds outstanding is as follows:

Principal Interest Total
Year Ending June 30,

2014 $ 100,000 32,685 132,685
2015 100,000 28,165 128,165
2016 60,000 24,675 84,675
2017 60,000 22,215 82,215
2018 60,000 19,755 79,755
2018-2022 300,000 61,874 361,874
2023-2025 120.000 7.515 127.515

$ 800,000 196,884 996,884

B. Capital Leases Payable:

On August 2, 2009 the district entered into a lease for copiers for $20,487 for five years
from 8/02/09 maturing 8/13/14 with a balance of $5,383 at June 30, 2013.

On August 13, 2010 the district entered into a lease for a copier for $11,914 for five years
from September 30, 2010 maturing August 31, 2015 with a balance of $5,629 at June 30, 2013.

Lease Payments
Year Ended June 30 — Future Minimum

2014 $ 7,587
2015 3,587
2016 464

11,638
Less: Interest 626

Lease Payments $11.012



NOTE 4: Pension Plans

Description of Plans — All required employees of the District are covered by either the
Public Employees’ Retirement System or the Teachers’ Pension and Annuity Fund which have
been established by state statute and are administered by the New Jersey Division of Pension and
Benefits (Division). According to the State of New Jersey Administrative Code, all obligations of
both Systems will be assumed by the State of New Jerscy should the Systems terminate. The
Division issues a publicly available financial report that includes the financial statements and
required supplementary information for the Public Employees Retirement System and the
Teacher’s Pension and Annuity Fund. These reports may be obtained by writing to the Division of
Pensions and Benefits, PO Box 2935, Trenton, New Jersey, 08623,

Teachers’ Pension and Annuity Fund (TPAF) - The Teachers’ Pension and Annuity
Fund was established as of January 1, 1955, under the provisions of N.J.S.A. 18A:66 to provide
retirement benefits, death, disability and medical benefits to certain qualified members. The
Teachers’ Pension and Annuity Fund is considered a cost-sharing multiple-employer plan with a
special funding situation, as under current statute, all employer contributions are made by the State
of New Jersey on behalf of the District and the system’s other related non-contributing employers.
Membership is mandatory for substantially all teachers or members of the professional staff
certified by the State Board of Examiners, and employees of the Department of Education who
have titles that are unclassified, professional and certified.

Public Employees’ Retirement System (PERS) —~ The Public Employees’” Retirement
System (PERS) was established as of January 1, 1955 under the provisions of N.J.S.A. 43:15A to
provide retirement, death, disability and medical benefits to certain qualified members. The Public
Employees Retirement System is a cost-sharing multiple-employer plan. Membership is
mandatory for substantially all full-time employees of the State of New Jersey or any county,
municipality, school district, or public agency, provided the employee is not required to be a
member of another state-administered retirement system or other state or local jurisdiction.

Vesting and Benefit Provisions — The vesting and benefit provisions for PERS are set by
N.J.S.A. 43:15A and 43.3B, and N.J.S.A. 18A:6C for TPAF. All benefits vest after eight to ten
years of service, except for medical benefits that vest after 25 years of service. Retirement benefits
for age and service are available at age 60 and are generally determined to be 1/60 of the final
average salary for each year of service credit, as defined. Final average salary equals the average
salary for the final three years of service prior to retirement (or highest three years’ compensation
if other than the final three years). Members may seek carly retirement after achieving 25 years of
service credit or they may elect deferred retirement after achieving eight to ten years of service in
which case benefits would begin the first day of the month after the member attains normal
retirement age. The TPAF and PERS provide for specified medical benefits for members who
retire after achieving 25 years of qualified service, as defined, or under the disability provision of
the System.

Members are always fully vested for their own contributions and, after three years of
service credit, become vested for 2% of related interest carned on the contribution. In the case of
death before retirement, members’ beneficiaries are entitled to full interest credited to the members®
accounts.

39.



40,
NOTE 4: Pension Plans (Continued)

Significant Legislation - During the year ended June 30, 1997, legislation was enacted
Chapter 114, P.L. 1997) authorizing the New Jersey Economic Development Authority to issue
bonds, notes or other obligations for the purpose of financing, in full or in part, the State of New
Jersey’s portion of the unfunded accrued liability under the State of New Jersey retirement systems.
Additional legislation enacted during the year ended June 30, 1997 (Chapter 115, P.L. 1997),
changed the asset valuation method from market related value to full-market value. This legislation
also contains a provision to reduce the employee contribution rate by ¥z of 1% to 4.5% for calendar
years 1998 and 1999, and to allow for a reduction in the employee’s rate after calendar year 1999,
providing excess valuation assets are available. The legislation also provided that the Districts’
normal contributions to the Fund may be reduced based on the revaluation of assets. Due to
recognition of the bond proceeds and the change in asset valuation method as a result of enactment
of Chapters 114 and 115, all unfunded accrued liabilities were eliminated, except for the unfunded
liability for local early retirement incentive benefits, accordingly, the pension costs for TPAF and
PERS were reduced.

Funding Policy — The contribution policy is set by New Jersey State Statutes and
contributions are required by active members and contributing employers. Plan member and
employer contributions may be amended by State of New Jersey legislation. TPAF and PERS
provide for employee contributions of 5% of employees” annual compensation, as defined.
Employers are required to contribute at an actuarially determined rate in both TPAF and PERS.
The actuarially determined contribution includes funding for cost-of-living adjustments,
noncontributory death benefits, and post-retirement medical premiums. Under current statute the
District is a non-contributing employer of the TPAF.

Legislation enacted during 1993 provides early retirement incentives for certain members
of TPAF and PERS who met certain age and service requirements and who applied for retirement
between certain dates in the 1994 fiscal year. The carly retirement incentives included: (a) an
additional five vears of service credit for employees at least age 50 with a minimum of 25 years of
service; (b) free health benefits for employees at least 60 years old with at least 20 years of
service; and (c) an additional $500 per month for two years for employees at least age 60 with 10
years but less than 20 years of service. The Board will assume the increased cost for the early
retirement as it affects their districts.

During the year ended June 30, 2013, the State of New Jersey contributed $209,668 to the
TPAF for post-retirement medical benefits on behalf of the District. Also, in accordance with
N IS A. 18A:66-66 the State of New Jersey reimbursed the District $112,689 during the year
ended June 30, 2013 for the employer’s share of social security contributions for TPAF members
as calculated on their base salaries. These amounts have been included in the general-purpose
financial statements, and the combining and individual fund and account group statements and
schedules as revenues and expenditure in accordance with GASB 24.

Three-Year Trend Information for PERS

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/13 $ 18,197 100% 0
6/30/12 15,780 100% 0

6/30/11 4,000 100% 0
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NOTE 4: Pension Plans (Continued)

Three-Year Trend Information for TPAF (Paid On-Behalf of the District)

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/13 $ 209,668 100% 0
6/30/12 131,787 100% 0
6/30/11 95,741 100% 0
NOTE 5: Post-Retirement Benefits

P.L. 1987, c. 384 and P.L. 1990, c.6 required Teachers’ Pensions and Annuity Fund
(TPAF) and the Public Employees” Retirement System (PERS), respectively, to fund post-
retirement medical benefits for those State employees who retire after accumulating 25 years of
credited service or on a disability retirement. P.L. 2007, c. 103 amended the law to climinate the
funding of post-retirement medical benefits through the TPAF and PERS. It created separate
funds outside of the pension plans for the funding and payment of post-retirement medical benefits
for retired State employees and retired educational employees. As of June 30, 2012, there were
97,661 retirees receiving post-retirement medical benefits. The cost of these benefits is funded
through contributions by the State in accordance with P.L. 1994, ¢.62. Funding of post-retirement
medical premiums changed from a prefunding basis to a pay-as-you-go basis beginning in Fiscal
Year 1994,

The State is also responsible for the cost attributable to P.L. 1992 c. 126, which provides
free health benefits to members of PERS and the Alternate Benefit Program who retired from a
board of education or county college with 25 years of service. The State paid $146.6 million
toward Chapter 126 benefits for 16,618 eligible retired members in Fiscal Year 2012.

NOTE 6: Interfund Receivables and Pavables

Due To Due From

General Fund $ 236,231
Capital Project Fund 236,231
$ 236,231 236,231

NOTE 7: Compensated Absences

The District accounts for compensated absences (e.g., unused vacation, sick leave) as
directed by Governmental Accounting Standards Board Statement No. 16 (GASB 16),
“Accounting for Compensated Absences”. A liability for compensated absences attributable to
services already rendered and not contingent on a specific event that is outside the control of the
employer and employee is accrued as employees eam the right to the benefits.
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NOTE 7: Compensated Absences (Continued)

District employees are granted varying amounts of vacation and sick leave in accordance
with the District’s personnel policy. Upon termination, employees are paid for accrued vacation.
The District’s policy permits employees to accumulate unused sick leave and carry forward the full
amount to subsequent years. Upon retirement employees shall be paid by the District for the
unused sick leave in accordance with the District’s agreements with the various employee unions.

The liability for vested compensated absences of the governmental fund types is recorded
in the general long-term debt account group (or current and long-term liabilities). The current
portion of the compensated absences balance of the governmental funds is not considered material
to the applicable funds total liabilities, and therefore is not shown separately from the long-term
liability balance of compensated absences.

The liability for vested compensated absences of the proprietary fund types is recorded

within those funds as the benefits accrue to employees. As of June 30, 2013 no liability existed for
compensated absences in the Food Service Fund.

NOTE 8: Capital Reserve Account

A capital Reserve account was established by the Borough of Lavallette Board of
Education for the accumulation of funds for use as capital outlay expenditures in subsequent fiscal
years. The capital reserve account is maintained in the general fund and its activity is included in
the general fund annual budget.

Fund placed in the capital reserve account are restricted to capital projects in the district’s
approved Long Range Facilities Plan (LRFP). Upon submission of the LRFP to the department, a
district may increase the balance in the capital reserve by appropriating funds in the annual general
fund budget certified for taxes. A district may also appropriate additional amounts when the
express approval of the voters has been obtained cither by a separate proposal at budget time or by
a special question at one of the four special elections authorized pursuant to N.J.S.4. 19:60-2.
Pursuant to N.J.A.C. 6:23A-5.1(d) 7, the balance in the account cannot at any time exceed the
local support costs of uncompleted capital projects in its approved LRFP.

The activity of the capital reserve for the July 1, 2012 to June 30, 2013 fiscal year is as
follows:

Beginning Balance, July 1, 2012 $ 131,651
Interest Earnings 282

Ending Balance, June 30, 2013 $ 131,933



NOTE 9: Contingent Liabilities

It is the opinion of the school board officials that there is no litigation threatened or
pending that would materially affect the financial position of the school district.

Negligence and other types of liability suits, of which the Board is aware, appear to be
within the stated policy limits and would be deferred by the respective carriers.

NOTE 10: Deferred Compensation

The Board offers its employees a choice of the following deferred compensation plans
created in accordance with Internal Revenue Code Section 403(b). The plans, which are
administered by the entities listed below, permits participants to defer a portion of their salary until
future years. Amounts deferred under the plans are not available to employees until termination,
retirement, death or unforeseeable emergency. The plan administrators are as follows:

Vanguard Group

Equitable Insurance
Valic

NOTE 11: Equity Balance

At June 30, 2013, the General Fund equity balance is as follows:

Excess Surplus § 115,925
Excess Surplus — Designated for Subsequent Year’s Expenditures 122,960
Emergency Reserve 53,750

Maintenance Reserve 236,106
Capital Reserve 131,933
Reserved for Encumbrances 106,544
Unrestricted 275.126
$ 1,042,344

Reserved for encumbrances represents outstanding purchase orders which will be rolled
into the 2013-2014 budget and expended therefrom.

Reserved excess surplus represents a calculation under N.J.S.A. 18A:7F-7 which identifies
an amount of surplus under the statute, which must be restricted for use in the next succeeding,
budget. Designated for subsequent year’s represents the amount appropriated in the 2013-2014
budget.
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NOTE 11: Equity Balance (Continued)

2% Calculation of Excess Surplus
2012-13 Total General Fund Expenditures Per the CAFR

Decreased by:
On-Behalf TPAF Pension & Social Security

Adjusted 2012-13 General Fund Expenditures
2% of Adjusted 2012-13 General Fund Expenditures

Enter Greater of Above or $250,000
Increased by Allowable Adjustment

Maximum Unassigned Fund Balance

Section 2
Total General Fund - Fund Balance @ 6-30-13

Decreased by:
Year-End Encumbrances
Legally Restricted:

Designated for Subsequent Year’s Expenditures — Excess Surplus

Other Restricted Reserved Fund Balance
Total Unassigned Fund Balance
Restricted Fund Balance — Excess Surplus

Section 3

Reserved Fund Balance ~ Excess Surplus — Designated for Subsequent

Year’s Expenditures
Excess Surplus

Total Excess Surplus
Detail of Allowable Adjustments

Extraordinary Aid - Unbudgeted
Non-Public Transportation

Total Allowable Adjustments

Detail of Other Restricted Fund Balance
Emergency Reserve

Capital Reserve

Maintenance Reserve

Total Other Restricted Fund Balance

$ 4,009,606

(322.357)
$ 3,687,249
$§ 74315

$ 250,000

25.126

$ 275,126

$ 1,042,344

(106,544)

(122,960)

(421.789)

$ 391051
115,925

$ 122,960

115,925

238,885

$ 24,430
696

$25,126

$ 53,750
131,933
236.106

$421,789
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NOTE 12: Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.

Property and Liability Insurance — The District maintains commercial insurance
coverage for property, liability, student accident and surety bonds. A complete schedule of
insurance coverage can be found in the Statistical Section of this Comprehensive Annual Financial
Report.

New Jersey Unemployment Compensation Insurance — The District elected to fund its
New Jersey Unemployment Compensation Insurance under the “Benefit Reimbursement Method”.
Under this plan, the District is required to reimburse the New Jersey Unemployment Trust Fund for
benefits paid to its former employees and charged to its account with the State. The District is
billed quarterly for amounts duc to the State. The following is a summary of District
contributions, employee contributions, reimbursements to the State for benefits paid and the ending
balance of the District’s expendable trust fund for the current and previous three years:

Employer Employee
Fiscal Year Contributions Contributions Reimbursed Balance
2012-2013 $57 3,022 0 32,437
2011-2012 9 1,866 5 29,358
2010-2011 17 2,820 0 27,488

NOTE 13; Current Expense Emergency Reserve Account

The reserve account is to be used to finance future unanticipated general fund expenditures
required for a thorough and efficient education. Unanticipated means reasonably unforeseeable.
The emergency reserve balance may not exceed $250,000 or 1% of the District’s general fund
budget up to a maximum of $1,000,000 whichever is greater. Withdrawals require the approval of
the commissioner unless the withdrawal is necessary to meet an increase in total health costs
greater than four percent.

NOTE 14: Significant Accounting Pronouncements

In June 2009, the FASB issued FASB ASC 105, Generally Accepted Accounting
Principles, which establishes the FASB Accounting Standards Codification as the sole source of
authoritative generally accepted accounting principles. Pursuant to the provisions of FASB ASC
105, the District has updated references to GAAP in its financial statements issued for the period
ended June 30, 2013. The adoption of FASB ASC 105 did not impact the District’s financial
position or results of operations.

In May 2009, the FASB updated ASC 855, Subsequent Events, which is effective for
reporting periods ending after June 15, 2009. ASC 855 establishes general standards of accounting
for and disclosure of events that occur after the balance sheet date, but before the financial
statements are issued, or are available to be issued. The District adopted the amended sections of
ASC 855 and it did not have an impact on the District’s financial statements. The District
evaluated all events or transactions that occurred after June 30, 2013 through October 30, 2013.
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION



LAVALLETTE SCHOOL DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

BUDGET-TO-GAAP RECONCILIATION

NOTE TO RSI

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Sources/Inflows of Resources
Actual Amounts (Budgetary Basis) "Revenues”
from the Budgetary Comparison Schedule

Difference - Budget to GAAP:
Grant accounting budgetary basis differs from GAAP in that
encumbrances are recognized as expenditures and the related
revenue is recognized.

State aid recognized for GAAP statements in the current
year previously recognized for budgetary purposes.

The last state aid payment is recognized as revenue for budgetary
purposes and differs from GAAP which does not recognize this
revenue until the subsequent year when the state recognizes the
related expense (GASB 33)

Total Revenue as Reported on the Statement of Revenues, Expenditures
and Changes in Fund Balances - Governmental Funds

Uses/Outflows of Resources
Actual Amounts (Budgetary Basis) "Total Outflows" from the
Budgetary Comparison Schedule

Differences - Budget to GAAP:
Encumbrances for supplies and equipment ordered but not
received are reported in the year the supplies are received
for financial reporting purposes.

Total Expenditures as Reported on the Statement of Revenues,
Expenditures, and Changes in Fund Balances - Governmental Funds

General
Fund

$ 4,252,512
16,811
(17,134)

$ 4,252,189

$ 4,009,606

$ 4,009,606

Exhibit C-3

Special
Revenue
Fund

135,115

(1,323)

133,792

135,115

(1,323)

133,792



OTHER SUPPLEMENTARY INFORMATION



SCHOOL LEVEL SCHEDULES -D

N/A



SPECIAL REVENUE FUND - E
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CAPITAL PROJECTS FUND - F



LAVALLETTE SCHOOL DISTRICT 59.

CAPITAL PROJECTS FUND .
Exhibit F-1

SUMMARY SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE - BUDGETARY BASIS

FOR THE YEAR ENDED JUNE 30, 2013

$ 367,201

Fund Balance - Beginning

$ 367,201

Fund Balance - Ending



LAVALLETTE SCHOOL DISTRICT

CAPITAL PROJECTS FUND

SCHEDULE OF PROJECT REVENUES, EXPENDITURES, PROJECT BALANCE,

AND PROJECT STATUS - BUDGETARY BASIS

WINDOW AND DOOR REPLACEMENT TO ELEMENTARY SCHOOL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2013

Prior Current
Periods Year Totals

60.
Exhibit F-1a

Revised
Authorized
Cost

Revenues and Other Financing Sources
State Sources - SCC Grant $ 69,889 69,889
Transfer from Capital Reserve 127,464 127,464

84,976
127,464

Total Revenues 197,353 - 197,353

212,440

Expenditures and Other Financing Uses
Construction Services 207,592 207,592

212,440

Total Expenditures 207,592 - 207,592

212,440

Excess (Deficiency) of Revenues Over (Under)
Expenditures $ (10,239) - (10,239)

Additional Project Information

Project Number 2550-050-04-2000
Grant Date 4/20/04
Original Authorized Cost $ 212,440
Additional Authorized Cost -
Revised Authorized Cost 212,440

Percentage Increase Over Original Authorized Cost 0%
Percentage Completion 92%
Original Target Completion Date Jan. 05
Revised Target Completion Date June 11



LAVALLETTE SCHOOL DISTRICT

CAPITAL PROJECTS FUND

SCHEDULE OF PROJECT REVENUES, EXPENDITURES, PROJECT BALANCE,

AND PROJECT STATUS - BUDGETARY BASIS

ADDITION TO ELEMENTARY SCHOOL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2013

Revenues and Other Financing Sources
State Sources - SCC Grant

Bond Proceeds and Transfers

Transfer from Capital Reserve

Total Revenues

Expenditures and Other Financing Uses
Construction Services
Total Expenditures

Excess (Deficiency) of Revenues Over (Under)
Expenditures

Additional Project Information
Project Number

Grant Date

Bond Authorization Date

Bonds Authorized

Bonds Issued

Original Authorized Cost
Additional Authorized Cost
Revised Authorized Cost

Percentage Increase Over Original Authorized Cost
Percentage Completion

Original Target Completion Date

Revised Target Completion Date

61.
Exhibit F-1b

Revised

Prior Current Authorized
Periods Year Totals Cost

$ 544,006 544006 544,006
1,187,000 1,187,000 1,187,000
324 324 324
1,731,330 - 1,731,330 1,731,330
1,353,890 1,353,890 1,731,330
1,353,890 - 1,353,890 1,731,330

$ 377,440 - 377,440 -

2550-050-05-1000

4/18/05

3/8/05
$1,187,000
1,187,000
1,978,873

1,731,330

0%
77%
Nov. 05
Nov. 10



PROPRIETARY FUNDS -G

N/A
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LAVALLETTE SCHOOL DISTRICT 63.

EXPENDABLE TRUST FUND .
Exhibit H-2
COMBINING STATEMENT OF CHANGES
IN FIDUCIARY NET POSITION
JUNE 30, 2013
Unemployment
Compensation
Insurance
Trust Fund
Additions:
Local Sources:
Interest on Investments $ 57
Employee Contributions 3,022
Total Additions 3,079
Deletions:
Claims Paid
Change in Net Assets 3,079
Net Position - Beginning of Year 29,358

Net Position - End of the Year $ 32,437
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LAVALLETTE SCHOOL DISTRICT

PAYROLL AGENCY FUND

Assets:
Cash and Cash Equivalents

Total Assets

Liabilities:
Payroll Deductions, Withholdings

Exhibit H-4
SCHEDULE OF RECEIPTS AND DISBURSEMENTS
JUNE 30, 2013
Balance Balance

July 1, 2012 Additions Deletions June 30, 2013
3 5,921 885,521 882.485 8,957
$ 5,921 885,521 882,485 8,957
$ 5,921 885,521 882,485 8,957
$ 5,921 885,521 882,485 8,957

Total Liabilities

65.
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Lavallette Borough Board of Education Exhibit J-11
Ratios of Net General Bonded Debt Qutstanding
Last Ten Fiscal Years
General Bonded Debt Outstanding
Fiscal Percentage of
Year General Net General Actual Taxable
Ended Obligation Bonded Debt Value ? of
June 30, Bonds Qutstanding Property Per Capita i
2004 $ 440,000 440,000 0.07% $ 165.10
2005 1,587,000 1,587,000 0.09% $ 595.50
2006 1,492,000 1,492,000 0.08% $ 559.85
2007 1,397,000 1,397,000 0.08% $ 524.20
2008 1,300,000 1,300,000 0.07% $ 487.80
2009 1,200,000 1,200,000 0.07% $ 450.28
2010 1,100,000 1,100,000 0.06% $ 412.76
2011 1,000,000 1,000,000 0.06% $ 375.23
2012 900,000 900,000 0.05% $ 337.71
2013 800,000 800,000 * *
Note: Details regarding the district's outstanding debt can be found in the notes to the financial statements.

a See Exhibit NJ J-6 for property tax data.
b Population data can be found in Exhibit J-14.

* ,
Data unavailable
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Lavallette Borough Board of Education Exhibit J-14
Demographic and Economic Statistics
L.ast Ten Fiscal Years

County Per
Capita State of NJ
Personal Unemployment
Year Population ** Income Rate

2003 2,665 32,279 5.1%
2004 2,665 33,567 5.5% ***
2005 2,665 34,497 4.9% ***
2006 2,665 36,773 4.6% ***
2007 2,757 39,214 4.6%
2008 2,757 40,975 4.6%
2009 2,773 39,331 4.6%
2010 1,879 40,291 4.6%
2011 1,884 40,724 4.6%
2012 1,878 Unavailable 6.5%

* Source: N.J. Department of Labor Statistics, April 2007

** Source: US Bureau of the Census, Population Division 10/00 and Census 2000 Data for NJ General Demographic
Profile

*** S Department of Labor, Bureau of Statisics, 3/1/06
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LAVALLETTE SCHOOL DISTRICT

Insurance Schedule

June 30, 2013 - Unaudited

School Package Policy - NJSBAIG
Property - Blanket Building and Contents
Comprehensive General Liability
Commercial Auto Liability
EDP Hardware & software
Boiler and Machinery
Crime: Faithful Performance
Commercial Umbrelia Liability - NJSBAIG
Flood Insurance-Selective Insurance Company
Building
Contents
Workers' Compensation Policy — NJSBAIG
Supplemental Worker's Compensation —Life insurance Co of NA
School Leaders' Errors and Omissions - NJSBAIG
Student and Athletic Accident Insurance — Peoples Benefit Life

Bond - Public Official (Treasurer of School Monies) - NJSBAIG

Bond- Public Official (Board Secretary) - NJSBAIG

Coverage

$6,400,000
$1,000,000
$1,000,000
$350,000
$100,000,000
$25,000

$11,000,000
$500,000
$500,000

$2,000,000

up tp $2,500 per week

$6,000,000
$1,000,000
$148,142

$148,142

Exhibit J-20

Deductible
$1,000

$ 1,000/Theft
$ 1,000/PD
500

$10,000

$1,000
$1,000

$ 5,000/claim

$1,000

$1,000
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% obrent HA. Hulsart and Com/:zany

CERTIFIED PUBLIC ACCOUNTANTS

Telecopier:
. , C.P.A, RMA,, P.S.A. (1959-1982 .
2222:? AS :{?2_88::: g ; A : M.A. PSA ( ) {732) 280-8888 2807 Hurieg gogé R?igg‘ Suite 100
. , C.P.A, RIMA,, P.S.A. . Box
ROBERT A. HULSART, JR,C.P.A, PS.A e-mail: Wall, New Jersay 07719-1409
rah@monmouth.com {732} 88B1-4990

RICHARD J. HELLENBRECHT, JR., CP.A, PS.A.

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable President and Members
of the Board of Education

Lavallette School District

County of Ocean

Lavallette, New Jersey

We have audited, in accordance with the 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, the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the Lavallette Board of Education, County of Ocean, State of New Jersey as of and for the
vear ended June 30, 2013, and the related notes to the financial statements, which collectively comprise
the Lavallette Board of Education, County of Ocean, State of New Jersey’s basic financial statements, and
have issued our report thereon dated October 30, 2013,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Lavallette
Board of Education, County of Ocean, State of New Jersey’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions of the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Lavallette Board of Education, County of Ocean, State of New Jersey’s
internal control. Accordingly, we do no express an opinion on the effectiveness of the Lavallette Board
of Education, County of Ocean, State of New Jersey’s internal control.
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A deficiency in internal control exits when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purposes described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Lavallette Board of Education,
County of Ocean, State of New J ersey’s financial statements are free from material misstatement, we
performed tests of it compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Respectfully submitted,

ROBERT A. HULSART AND COMPANY

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A, Hulsart and Company
Wall Township, New Jersey

October 30, 2013
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BOARD OF EDUCATION

K-5
LAVALLETTE SCHOOL DISTRICT

NOTES TO SCHEDULES OF AWARDS OF FINANCIAL ASSISTANCE

JUNE 30, 2013

NOTE 1: General

The accompanying schedules of expenditures of federal awards and state financial assistance
include federal and state award activity of the Board of Education, Lavallette School District. The Board
of Education is defined in Note 1 to the Board’s basic financial statements. All federal and state awards
received directly from federal and state agencies, as well as federal awards and state financial assistance
passed through other government agencies is included on the schedule of expenditures of federal awards
and state financial assistance.

NOTE 2; Basis of Accounting

The accompanying schedules of financial assistance are presented on the budgetary basis of
accounting with the exception of programs recorded in the food service fund, which are presented using the
accrual basis of accounting. Programs recorded in the food service fund include the National School Lunch
Program, the School Breakfast Program, the U.S.D.A Commodities Program and the Special Milk
Program. These bases of accounting are described in the Note 1(C) to the Board’s general-purpose
financial statements. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore,
some amounts presented in this schedule may differ from amounts presented in, or used in the preparation
of, the basic financial statements.

NOTE 3: Relationship to General Purpose Financial Statements

The general-purpose financial statements present the general fund and special revenue fund on a
GAAP basis. Budgetary comparison statements or schedules (RSI) are presented for the general fund and
special revenue fund to demonstrate finance-related legal compliance in which certain revenue is permitted
by law or grant agreement to be recognized in the audit year, whereas for GAAP reporting, revenue is not
recognized until the subsequent year or when cxpenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis with the
exception of the revenue recognition of the last state aid payment in the current budget year, which is
mandated pursuant to N.J.S.A. 18A:22-44.2. For GAAP purposes, that payment is not recognized until the
subsequent budget year duc to the state deferral and recording of the last state aid payment in the
subsequent year. The special revenue fund is presented in the accompanying schedules on the grant
accounting budgetary basis which recognizes encumbrances as expenditures and also recognizes the related
revenues, whereas the GAAP basis does not. The special revenue fund also recognizes the last state aid
payment in the current budget vear, consistent with N.J.S.A. 18A:22-4.2.

Awards and financial assistance revenues are reported in the Board's general purpose financial
statements on a GAAP basis as presented below:
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NOTE 3: Relationship to General Purpose Financial Statements (Continued)
Debt
Service Food
General Fund Fund Service Total

State Assistance
Actual Amounts (Budgetary)
“Revenues” from the Schedule
of Expenditures of State
Financial Assistance $ 309,189 13,541 753 323,483

Difference — Budget to “GAAP™
Grant Accounting Budgetary
Basis Differs from GAAP
in that Encumbrances are
Recognized as Expenditures
and the Related Revenue
is Recognized

On Behalf Payments
Recognized for GAAP
Statements but Not
Included in the Schedule
of Expenditures of State
Financial Assistance 209,668 209,668

The Last State Aid Payment
Is Recognized as Revenue
for Budgetary Purposes,
and Differs from GAAP
Which does not Recognize
This Revenue Until the

Subsequent Year When the
State Recognizes the Related
Expense (GASB 33) (323) . (323)

Total State Revenue as Reported
on the Statement of Revenues,
Expenditures and Changes in
Fund Balances ' $518,534 13,541 753 532,828
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NOTE 3: Relationship to General Purpose Financial Statements (Continued)
Special
Revenue Food
General Fund Fund Service Total

Federal Assistance
Actual Amounts (Budgetary)
“Revenues™ from the Schedule
of Expenditures of Federal
Awards $ 3,636 96,498 35,067 135,201

Difference ~ Budget to “GAAP”
Grant Accounting Budgetary
Basis Differs from GAAP in that
Encumbrances are Recognized as
Expenditures and the Related
Revenue is Recognized

Total Federal Revenue as
Reported on the Statement
of Revenue, Expenditures,

and Changes in Fund
Balances $ 3,636 96,498 35,067 135,201
NOTE 4: Relationship to Federal and State Financial Reports

Amounts reported in the accompanying schedules agree with the amounts reported in the related
federal and state financial reports.

NOTE 5; Other

Revenues and expenditures reported under the Food Distribution Program represent current year
value received and current year distributions respectively. The amount reported as TPAF Pension
Contributions represents the amount paid by the state of behalf of the District for the vear ended June 30,
2013. TPAF Social Security Contributions represents the amount reimbursed by the state for the
employer’s share of social security contributions for TPAF members for the year ended June 30, 2013.



