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Honorable President and

Members of the Board of Education
Salem County Vocational Technical School District
County of Salem, New Jersey

The comprehensive annual financial report of the Salem County Vocational Technical School 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 final position and
results of operations of the various funds and the 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 information. The introductory section includes this transmittal letter,
Management’s Discussion and Analysis (MD&A), the District's organizational chart and a list of principal
officials. The financial section includes the basic 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 as amended by the Single Audit Act Amendments of
1996; the U.S. Office of Management and Budget Circular A-133, "Audits of States, Local Governments,
and Non-Profit Organizations", and the State Treasury Circular Letter 04-04 OMB, "Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid". Information related to this single audit, including
the auditor's report on internal control and compliance with applicable laws and regulations and findings and
recommendations, is included in the single audit section of this report.

1. REPORTING ENTITY AND ITS SERVICES: Salem County Vocational Technical School District
is an independent reporting entity within the criteria adopted by the GASB as established by GASB
Statement No. 14. All funds and account groups of the District are included in this report. The Salem
County Vocational Technical Board of Education and all its schools constitute the District's reporting
entity. The Salem County Vocational Technical School District is one of the 21 county vocational-
technical schools in New Jersey. A list of services provided follows:

A. Full/Shared-time Career and Technical Education
Air Force Junior ROTC (Military Science)
Allied Health Professionals
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A. Full/Shared-time Career and Technical Education (Cont’d)
Auto Collision Technology
Automotive Technology
Child Care and Early Childhood Education
Computer Assisted Design and Drafting
Construction Technology
Cosmetology
Culinary Arts
Electrical Technology
Graphics Technology
Information Technology: Computer Hardware and Software
Law Enforcement and Public Safety
Welding

B. Salem County Arts, Science and Technology Academies
Academy of Biological and Medical Science at the Salem County Career and Technical High School
Academy for Energy Applications at the Salem County Career and Technical High School
Academy of Creative and Performing Arts
Vocal Music — Hosted at Pennsville High School
Dance — Hosted at Schalick High School
Drama — Hosted at Schalick High School
Instrumental Music — Hosted at Pennsville High School
Visual Arts — Hosted at Schalick High School
Academy of Culinary Arts and Hospitality at the Career and Technical High School
Academy of Engineering and Technology — Hosted at Penns Grover High School
Academy of Communications and Information Technology — Hosted at Pennsville High School

C. Special Needs Programs
Career Orientation
New Jersey Regional Day School at Mannington

D. Post Secondary Programs/Community Education — Allied Health Professions, Medical Assistant,
Multi-Skilled Technician, Certified Nurse Aide, Homemakers Home Health, Phlebotomy
Technician, Cosmetology.

2. ECONOMIC CONDITION AND OUTLOOK:

Employment in the Salem County Area has experienced modest growth with the expansion of the
Pureland Industrial Complex. Lack of transportation for individuals seeking employment continues to

be a barrier.

With the relatively high cost of homes in New Jersey, the county’s inventory of undeveloped land has
become more attractive for housing development, which could lead to an increase in construction
employment. The county has experience a population growth of 3.59% since 2000.



3. MAJOR INITIATIVES:

The mission of the Salem County Vocational —Technical School District continues to provide students in
Salem County a comprehensive educational environment for youths and adults. The oversight of both
Salem County Vocational-Technical School and Salem County Special Services School Districts
continues to evolve and allow for the opportunity for more shared services and opportunities
educationally and programmatically. As the merger of one Board of Education continues to evolve and
solidify, processes and efficient management continues to strengthen and become more efficient. The
2012-2013 school year saw a great deal of transition within the district office. The resignation of the
assistant superintendent, retirement of the superintendent, and transition to an interim superintendent
made building administrators, district staff, and Board of Education work collaboratively in order to
maintain and effectively move forward with educational programming,.

The child study team continues to provide support to both the individual students and the staff of the
Career and Technical High School. The Career and Technical High School continues to serve and
expand students with special needs in its Career Orientation program as well as integration into many of
its CTE programs. The Career Orientation program continues to grow and offer more programming for
its students. The Transitional Career Program (TCP) has expanded its partnership between the Special
Services District and the Salem County Vocational- Technical School. There are currently seven classes
being hosted at the CTHS after school.

The adult education center that provides post-secondary training in the areas of allied health and
cosmetology has relocated to Salem Community College to allow for increased enrollment and to meet
facility needs. The post secondary cosmetology program has become a CHI professional school,
partnering with CHI. The ultimate goal is to create public awareness of available offerings and increase
enrollment to capacity by fall of 2015. CTHS students in allied health received CNA through the adult
education program. Adult Basic skills reviewed and researched what educational classes were needed in
order to meet the new GED test that will be implemented in January 2014.

Continued focus on instruction and teacher effectiveness through professional development and teacher
evaluation continued to be an initiative within the district. The Danielson model was chosen for teacher
evaluation and professional development was given to administration as to its use. Full implementation
of this model took place during the 2012-2013 school year.

A continuing trend at the CTHS is the growth that continues to occur. 2012-2013 saw the receipt of the
most student applications ever received and the CTHS welcomed the largest freshman class ever with
over 150 students on a waiting list. The 2012-2013 graduation rate was 98% with an 82% college
placement. An ongoing initiative is to develop and implement strategies to accept more students at the
CTHS and improve standardized test scores.

- Physical plant initiatives for the 2012-2013 school year were minimal. The one major initiative was an
upgrade in technology whereas the CTHS became wireless building- wide with the addition of multiple
routers being installed throughout the building. The physical plant continued to be monitored in regards
to the major Energy Savings Improvement Project that was completed in 2012. This monitoring and
analyses will continue in 2013-2014.
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INTERNAL ACCOUNTING CONTROLS: Management of the District is responsible for
establishing and maintaining internal control 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 the generally accepted accounting
principles (GAAP). Internal control 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 awards and state financial assistance, the District also is responsible for
ensuring that adequate internal controls are in place to ensure compliance with applicable laws and
regulations related to those programs. This internal control process is also subject to periodic
evaluation by the District's management.

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

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 Board of School Estimates.
Annual appropriated budgets are adopted for the general fund and the special revenue fund and the debt
service fund. The final budget amount as amended for fiscal year 2013 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 cancelled or are included as re-appropriation of fund
balance in the subsequent year. Those amounts to be re-appropriated are reported as reservations of
fund balance at June 30, 2013.

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 Financial Statements", Note 2.

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

RISK MANAGEMENT: The Board participated in Gloucester, Cumberland, and Salem School
Districts Joint Insurance Fund and carries various forms of insurance, including, but not limited to,
commercial general liability, commercial catastrophic liability and comprehensive/collision,
commercial property on all property and contents, commercial inland marine, school board legal
liability, worker’s compensation and fidelity bonds.
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OTHER INFORMATION: Independent Audit - State statutes require an annual audit by independent
certified public accountants or registered municipal accountants. Raymond Colavita, C.P.A., RM.A. of
Nightlinger, Colavita & Volpa, P.A. was selected by the Board's audit committee. In addition to
meeting the requirements set forth in the state statutes, the audit also was designed to meet the
requirements of the Single Audit Act of 1984 as amended by the Single Audit Act Amendments of
1996 and related OMB Circular A-133 and State Treasury Circular Letter 04-04 OMB. The auditor's
report on the basic financial statements and supplementary schedules of expenditures of federal awards
and state financial assistance is included in the financial section of this report.

ACKNOWLEDGEMENTS: We would like to express our appreciation to the members of the
Special Services School District and Vocational School District of the County of Salem for their
concern in providing fiscal accountability to the citizens and taxpayers of the School District and
thereby continuing their full support to the development and maintenance of our financial operation.
The presentation of this report could not have been accomplished without the efficient and dedicated
services of our financial and accounting staff.

Respectfully submitted,
e € s Y/ et
John R. Swain Andrew Eubanks

Superintendent of Schools Interim Business Administrator
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November 25, 2013

INDEPENDENT AUDITOR'S REPORT

Honorable President and

Members of the Board of Education
Salem County Vocational Technical School District
County of Salem, 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 Salem County Vocational Technical School District in the County of Salem,
State of New Jersey, as of and for the fiscal year ended June 30, 2013, which collectively comprise
the Salem County Vocational Technical School 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.

Auditor’s Responsibility

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

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

New Accounting Standards

As discussed in Note 2 to the financial statements, during the fiscal year ended June 30, 2013,
the School District adopted the following new accounting standards issued by the Governmental
Accounting Standards Board (GASB): Statement No. 63, Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net Position and Statement No. 65, Items
Previously Reported as Assets and Liabilities. Our opinion is not modified with respect to these
matters.

Other Matters

Required Supplementary Information

The Management Discussion and Analysis and Budgetary Comparison Information on pages
12 through 19 and 54 through 57 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
of America. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Salem County Vocational Technical Board of Education’s financial
statements as a whole. The introductory section, combining fund financial statements and statistical
section are presented for purposes of additional analysis and are not a required part of the financial
statements. 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;

NIGHTLINGER, COLAVITA & VOLPA A Professional Association Certified Public Accountants
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and New Jersey OMB’s Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State
Grants and State Aid respectively, and are not a required part of the financial statements.

The combining and individual nonmajor fund financial statements and the schedules of
federal awards and state assistance are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves and other additional procedures in accordance
with auditing standards generally accepted in the United states of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion or

provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 25, 2013 on our consideration of the Salem County Vocational Technical Board of
Education's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Governments Auditing Standard and should be considering in assessing the results
of our audit.

Respectfully submitted,
NIGHTLINGER, COLAVITA & VOLPA, P.A.

y

Raymond Colavita, C.P.A., RM.A.
Licensed Public School Accountant
No. 915

NIGHTLINGER, COLAVITA & VOLPA A Professional Association Certified Public Accountants
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

The Management's Discussion and Analysis (MD&A) of Salem County Vocational Technical School
District’s financial performance provides an overall review of the School District’s financial activities for the
fiscal year ended June 30, 2013. The intent of this discussion and analysis is to look at the School
District's financial performances as a whole; readers should also review the notes to the basic financial
statements to enhance their understanding of the School District’s financial performance.

Financial Highlights
Key highlights for the fiscal year ended June 30, 2013 are as follows:

e The School District had $12,990,731 in expenses; $6,008,752 of these expenses was
offset by program specific charges for services, and operating grants and contributions.

e The total assets of the School District exceeded total liabilities by $8,786,910 (net
position).

e Among major funds, the General Fund had $8,097,542 in revenues and $7,862,383 in
expenditures.

Overview of the Financial Statements

The financial section of this annual report consists of two parts: Part I, management's discussion and
analysis (this section), the basic financial statements with the accompanying note disclosures; and Part I,
budgetary comparison schedules, notes to the required supplementary information and other
supplementary information. The basic financial statements include two kinds of statements that present
different views of the School District:

o The first two statements, Exhibit A-1 and A-2, are government-wide financial statements that
provide both long-term and short-term information about the School District's overall financial
status. ‘

e The remaining statements are fund financial statements that focus on individual parts of the
School District’s operations in more detail than the government-wide statements.

The governmental fund statements tell how general government services were financed in the short-term
as well as what remains for future spending.

Proprietary fund statements offer short-term and long-term financial information about those types of
activities that operate like a business.

Fiduciary fund statements provide information about the financial relationships in which the School District
acts as a trustee or agent for the benefit of others, to whom the resources belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.

The statements are followed by another section, Part Il that contains required supplementary information
that further explains and supports the information in the financial statements including: budget schedules,
reconciliations and individual fund statements.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013
(Cont'd)

Reporting the School District as a Whole
Statement of Net Position and the Statement of Activities

The Statement of Net Position and the Statement of Activities include all assets and liabilities of the
School District using the accrual basis of accounting similar to the accounting used by most private-sector
companies. This basis of accounting takes into account all of the current year's revenues and expenses
regardless of when cash is received or paid.

These two statements report the School District’s net position and changes in those assets. This change
in net position is important because it tells the reader that, for the School District as a whole, the financial
position of the School District has improved or diminished. The causes of this change may be the result
of many factors, some financial, and some not. Non-financial factors include the School District's facility
condition, required educational programs and other factors.

In the Statement of Net Position and the Statement of Activities, the School District reports governmental
and business — type activities. Governmental activities are the activities where most of the School
District's programs and services are reported including, but not limited to, instruction, support services,
operation and maintenance of plant, pupil transportation and special schools.

Reporting the School District’s Most Significant Funds
Fund Financial Statements

The Fund financial reports provide detailed information about the School District's major funds. The
School District uses several funds to account for a variety of financial transactions. However, these fund
financial statements focus on the School District's most significant funds. The School District's major
governmental funds are the General Fund, the Special Revenue Fund and the Capital Projects Fund; the
School District has no Debt Service Fund or Permanent Fund.

Governmental Funds

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2013
(Cont’d)

The School District as a Whole
The Statement of Net Position provides the perspective of the School District as a whole.

Table 1 provides a summary of the School District's Net Position for the fiscal years ended June 30, 2013
and 2012.

Table 1
Net position
6/30/2013 6/30/2012

Assets

Current and Other Assets $ 2,010912 $ 1,373,713

Capital Assets 10,596,190 11,628,046
Total Assets $ 12,607,102 $ 13,001,759
Liabilities

Other Liabilities $ 935,093 $ 554,259

Long-Term Liabilities 2,885,099 3,134,910
Total Liabilities $ 3,820,192 $ 3,689,169
Net Assets

Invested in Capital Assets Net

of Related Debt $ 7,702,906 $ 8,621,826
Restricted 667,247 420,919
Unrestricted 416,757 269,845

Total Net Position $ 8,786,910 $ 9,312,590
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

(Cont’d)

Table 2 shows a summary of changes in net position for fiscal years ended June 30, 2013 and 2012.

Table 2
Changes in Net
Position
Revenues
Program Revenues
Charges for Services $

Operating Grants & Contributions
General Revenues

County of Salem Budget Appropriation

Federal and State Grants Restricted

Miscellaneous Income

Total Revenues $
Expenses
Instruction
Regular $
Vocational

School Sponsored Co curricular
Student Services

Attendance & Social Work

Health Services

Students - Regular

Improvement of Instruction Services

Educational Media/School Library

General Administration

School Administration

Central Services

Operation and Maintenance of Plant

Student Transportation Services
Unallocated Benefits
Unallocated Depreciation

Total Governmental Activities $

6/30/2013 6/30/2012
3,101,873 §

2,906,879 2,344,834
1,792,900 1,792,900
4,638,225 4,567,036
25,174 163,434
12,465,051 $ 11,706,304
1,652,817 $ 1,859,555
2,834,358 2,754,285
28,120 24173
73,835 68,539
55,242 54,825
1,675,738 1,053,612
148,632 164,186
175,315 167,649
263,041 291,309
255,654 248,180
304,308 382,718
925,595 953,433
15,056 14,358
1,871,773 1,610,748
640,385 617,132
10,919,869 $ 10,254,702
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

(Cont’d)
Table 2
Changes in Net Position Continued
6/30/2013 6/30/2012
Food Service 226,700 184,435
Special Service Salem Campus 1,120,210 1,353,544
Summer Enrichment Program 60,888 120,662
BCCEC/ETTC 286,422 162,525
Transitional Production Workshop 145 841
Consolidated Services 313,748 271,096
The Learning Center 62,749 65,084
Total Expense Business-Type 2,070,862 2,158,187
Total Expenses 12,990,731 12,412,889
Increase (Decrease) in Net Assets (525,680) (706,585)
Beginning Net Position 9,312,590 10,019,174
Ending Net Position $ 8,786,910 $ 9,312,589

Governmental Activities

In 2012-2013 Governmental-Type Activities revenues were $10,292,730 or 82.57% of total revenues.
In 2011-2012 Governmental-Type Activities revenues were $9,446,263 or 80.69% of total revenues
In 2012-2013 the County of Salem Budget Appropriation made up 17.42% of Governmental-Type
Activities revenue. In 2011-2012 the County of Salem Budget Appropriation made up 18.98% of
Governmental-Type Activities revenue.

In 2012-2013 Federal and State Aid unrestricted revenue made up 45.06% of Governmental-Type
Activities revenue. In 2011-2012 Federal and State Aid unrestricted revenue made 48.35% of
Governmental-Type Activities revenue.

Governmental-Type Activities expenditures increased by $665,167 from 11-12 to 12-13.

On-behalf pension contributions from the state increased by $159,302 from 11-12 to 12-13.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013
(Cont’d)

Business-Type Activities

In 2012-2013 Business-Type Activities revenues were $2,172,321 or 17.43% of total revenues. In 2011-
2012 Business-Type Activities revenues were $2,259,916 or 19.3% of total revenues.

Charges for Services for Business-Type Activities were $2,074,883 in 2012-2013 compared to
$2,183,564 in 2011-2012, which is a 4.98% decrease.

Expenses for Business-Type Activities were $2,070,862 in 2012-2013 compared to $2,158,187 in 2011-
2012, which is a 4.05% decrease.

The School District’s Funds

The School District’'s major funds are accounted for using the modified accrual basis of accounting. All
governmental funds had total revenues of $10,292,730 and expenditures of $10,057,571. The net
change in fund balance for the year in the General Fund, Special Revenue Fund, and Capital Projects
Fund resulted in a decrease of $235,159. This increase can be attributable mostly to decreases in capital
project expenditures

General Fund Budgeting Highlights

The School District's budget is prepared in accordance with New Jersey law. The most significant
budgeted fund is the General Fund.

During the course of the 2012-2013 year, the School District modified its General Fund budget line items
numerous times. The net change in the total budget modification was the rollover of the prior year's
encumbrances.

For the General Fund, the original revenue amount budgeted on Exhibit C-1 was $7,325,851 and there
were no additional adjustments. This excludes fund balance appropriated in the amount of 11,677. The
actual revenue received was $8,120,356.

During the 2012-2013 year, the School District budgeted $1,792,900 and $4,594,604 for county
appropriations and state aid revenues, respectively. The School District also received $680,790 in
reimbursed TPAF Social Security Aid and TPAF Pension Contributions.

The final budget basis expenditure appropriation estimate was $7,385,848 compared to the original
estimate of $7,337,528.

The School District's expenditures also include the reimbursed TPAF Social Security Aid and TPAF
Pension Contributions of $680,790, which contributes to an unfavorable expenditure variance for the
fiscal year. Excluding the reimbursed TPAF Social Security Aid and TPAF Pension Contributions of
$680,790, there was a positive variance in expenditures of $204,255.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013
(Cont’d)

Capital Assets

At the end of the fiscal year 2013, the School District had $10,596,190 (Net of Depreciation) invested in
buildings, furniture and equipment.

Table 3 shows a summary of the fiscal years ended June 30, 2013 and 2012.

Table 3
6/30/2013 6/30/2012
Land Improvements $ 109,143 $ 124,021
Construction in Progress 228,525 228,525
Buildings & Improvements 9,874,427 10,550,563
Equipment & Furniture 384,095 724,937
Total $ 10,596,190 $ 11,628,046

Debt Administration
The County of Salem provides for most debt administration of the School District.

During the 09-10 school year, the district approved an Energy Savings Lease Purchase in the amount of
$3,190,699, of which the balance at June 30, 2013 is $ 2,893,284. Principal and Interest is payable until
April 15, 2025.

Current Financial Issues and Concerns

The School District has a long record of financial stability. Despite unpredictable funding from the State
of New Jersey, the Salem County Vocational Technical School District provides a full range of
educational services for the residents of Salem County. These services include career orientation, career
and technical education, specialized arts, science and technology programs, and special education
programs. A complete array of post-secondary, community and continuing education courses and
programs are offered.

The School District continues to be successful in generating revenues through services and/or
enterprises that are offered by the School District. Some of these revenues were generated through
numerous enterprise activities that included the operation of a Business, a Corporate, and Customized
Education Center. However, it has often been very difficult to operate within the parameter (box) that has
been created under the CEIFA funding formula as amended for school districts. The most restrictive
aspect of this formula is the limitation of unreserved fund balance of surplus to a maximum of 6%.
Because of the nature of the School District’s budget; services, programs, and the business-like manner
in which the School District is operated, the unreserved balance is key to fiscal flexibility and to the
School District’s ability to provide funds for student services and programs prior to conventional revenue
sources being available. This also has an impact on the School District’s ability to apply for and receive
grants. Budget issues and budget constraints will continue to be a concern, especially as enroliments
fluctuate.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
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(Cont’d)

Current Financial Issues and Concerns Cont’d

The School District's budget has moderately increased over the past five years. The 2009-10 budget
reflected a spending plan of $7,261,433; the 2013-14 budget contemplates spending $8,058,297, an
increase of 10.97% over five years. The increases are the result of salary increases, addition to staff
resulting from increasing enrollments, and significant cost increases for health benefits and property
insurance.

Enroliments have been increasing steadily at the School District. In October of 2009, the CTHS
population included 173 special education students and 608 regular education students. In October of
2012, the CTHS population included 190 special education students and 694 regular education students.

The Salem County Vocational Technical School District expects continued enroliment growth and is
committed to providing an excellent career and technical education opportunities to every student in
Salem County who chooses to attend the School District. The School District is committed to providing
excellent facilities and equipment. The Board believes that the schools have an excellent teaching staff
and support personnel and that Salem County Vocational Technical School District is in a position to be a
leading provider of a career and technical education in the 21% Century. Finally, the board is committed
to financial excellence and stability.

Contacting the School District’s Financial Management

These financial reports are designed to provide our citizens, taxpayers and creditors with a general
overview of the School District’s finances and to show the accountability for money received from the
state and local government. If you have questions about this report or need additional information,
contact John R. Swain, Superintendent of Schools at Salem County Vocational Technical Schools, 880
Route 45, Box 350, Woodstown, New Jersey 08098.



BASIC FINANCIAL STATEMENTS




DISTRICT WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities display information
about the District.

These statements include the financial activities of the overall District, except for
fiduciary activities.

Eliminations have been made to minimize the double-counting of internal activities.
These statements distinguish between the governmental and business-type
activities of the District.



-20-

Exhibit A-1
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Statement of Net Position
June 30, 2013
Governmental Business-Type
Activities Activities Total

ASSETS:
Cash and Cash Equivalents $ 469,546 - $ 469,546
Receivables, net 778,037 754,851 1,632,888
Inventories 8,478 8,478
Capital Assets, net (Note 6): 9,778,095 818,095 10,596,190
Total Assets 11,025,678 1,681,424 12,607,102
LIABILITIES:
Accounts Payable 514,735 263 514,998
Cash Overdraft 174,207 174,207
Unearned Revenue 69,038 20,214 89,252
Accrued Interest 28,571 28,571
Noncurrent Liabilities (Note 7):

Due within One Year 128,065 128,065

Due beyond One Year 2,870,285 14,814 2,885,099
Total Liabilities 3,610,694 209,498 3,820,192
NET POSITION
Invested in Capital Assets, Net of Related Debt 6,884,811 818,095 7,702,906
Restricted for:

Capital Projects 363,785 363,785

Other Purposes 285,576 17,886 303,462
Unrestricted (Deficit) (119,188) 535,945 416,757
Total Net Position $ 7,414,984 1,371,926 $ 8,786,910

The accompanying Notes to Financial Statements are an integral part of this statement.
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Exhibit A-2
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Statement of Activities
For the Fiscal Year Ended June 30, 2013
Net (Expense) Revenue and
Program Revenues Changes in Net Assets
Operating
Charges for Grants and Governmental Business-Type
Eunctions / Programs Expenses Services Contributions Activities Activities Total
Governmental Activities:
Instruction:
Regular Instruction $ 1,652,817 $ 737,091 $  (915,726) $ (915,726)
Regular Vocational 2,834,358 $ 1,026,990 (1,807,368) (1,807,368)
School Sponsored Co/Extracurricular Activities 28,120 (28,120) (28,120)
Undistributed Expenditures and Support Services:
Attendance & Social Work 73,835 (73,835) (73,835)
Health Services 55,242 (55,242) (55,242)
Students - Regular 1,675,738 1,391,662 (284,076) (284,076)
Improvement of Instruction Services 148,632 (148,632) (148,632)
Educational Media/School Library 175,315 (175,315) (175,315)
General Administration 263,041 (263,041) (263,041)
School Administration 255,654 (255,654) (255,654)
Central Services 304,308 (304,308) (304,308)
Operation and Maintenance of Plant Services 925,595 (925,595) (925,595)
Student Transportation Services 15,056 (15,056) (15,056)
Unallocated Benefits 1,871,773 680,790 (1,190,983) (1,190,983)
Unallocated Depreciation 640,385 (640,385.00) (640,385.00)
Total Governmental Activities 10,919,869 1,026,990 2,809,543 (7,083,336) (7,083,336)
Business-Type Activities:
Food Service 226,700 113,354 97,336 (16,010) (16,010)
Regional Day School 1,120,210 1,145,218 25,008 25,008
Summer Enrichment Program 60,888 117,000 56,112 56,112
BCCEC/ETTC 286,422 377,948 91,526 91,526
Transitional Production Workshop 145 390 245 245
Consolidated Services 313,748 284,111 (29,637) (29,637)
The Learning Center 62,749 36,862 (25,887) (25,887)
Total Business-Type Activities 2,070,862 2,074,883 97,336 101,357 101,357
Total Primary Government $ 12990,731 $ 3,101,873 $§ 2,906,879 (7,083,336) 101,357 (6,981,979)
General Revenues:
County of Salem Budget Appropriation 1,792,900 1,792,900
Federal and State Aid Restricted 4,638,225 4,638,225
Miscellaneous Income 25,072 102 25,174
Total General Revenues 6,456,197 102 6,456,299
Change in Net Assets (627,139) 101,459 (525,680)
Net Position -- July 1 8,042,123 1,270,467 9,312,590
Net Position -- June 30 $ 7414984 § 1,371,926 _§ 8,786,910

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



FUND FINANCIAL STATEMENTS

The Individual Fund statements and schedules present more detailed information
for the individual fund in a format that segregates information by fund.



GOVERNMENTAL FUNDS
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Exhibit B-1
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Balance Sheet
Governmental Funds
June 30, 2013
Special Capital Total
General Revenue Projects Governmental
Fund Fund Fund Funds
ASSETS:
Cash and Cash Equivalents $ 116,969 § - $ 351,785 § 468,754
Accounts Receivable:
State Government 11,449 11,449
Federal Government 526,654 526,654
Other 239,934 239,934
Interfund Accounts Receivable 122,299 122,299
Total Assets $ 490651 $ 526654 $ 351,785 § 1,369,090
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts Payable $ 178626 $ 336,109 $ - $ 514,735
Interfund Payable 121,507 121,507
Unearned Revenue 69,038 69,038
Total Liabilities 178,626 526,654 705,280
Fund Balances:
Restricted for:
Capital Reserve Account 12,000 12,000
Excess Surplus 257,428 257,428
Erxcess Surplus - Designated For
Subsequent Year's Expenditures 28,148 28,148
Committed to:
Year-End Encumbrances 42,920 123,261 166,181
Unassigned, Reported In:
General Fund (28,471) (28,471)
Capital Projects Fund 228,524 228,524
Total Fund Balances 312,025 351,785 663,810
Total Liabilities and Fund Balances $ 490,651 $ 526654 $ 351,785
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 is $18,801,441 and the accumulated depreciation
is $9,023,346 9,778,095
Noncurrent liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported as
liabilities in the funds. (3,026,921)
Net Assets of governmental activities $ 7,414,984

The accompanying Notes to Financial Statements are an integral part of this statement.
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Exhibit B-2
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2013
Special Capital Total
General Revenue Projects Governmental
Fund Fund Fund Funds
REVENUES:
County of Salem Budget Appropriation $ 1,792,900 $ $ $ 1,792,900
Tuition Charges 1,026,990 1,026,990
Unrestricted Miscellaneous Revenue 25,072 25,072
State Sources 5,252,580 365,884 5,618,464
Federal Sources ' 1,829,304 1,829,304
Total Revenues 8,097,542 2,195,188 10,292,730
EXPENDITURES:
Current:
Regular Instruction 808,399 737,091 1,545,490
Regular Vocational 2,619,703 2,619,703
School Sponsored Co/Extracurricular Activities 28,120 28,120
Undistributed Expenditures and Support Services:
Attendance & Social Work 73,835 73,835
Health Services 55,242 55,242
Students - Regular 284,076 1,391,662 1,675,738
Improvement of Instruction Services 148,632 , 148,632
Educational Media/School Library 175,315 175,315
General Administration 215,975 215,975
School Administration 255,654 255,654
Central Services 303,383 303,383
Operation and Maintenance of Plant Services 846,215 846,215
Student Transportation Services 15,056 15,056
Unallocated Benefits 1,188,295 1,188,295
On Behalf Contributions 680,790 680,790
Capital Outlay 163,693 66,435 230,128
Total Expenditures 7,862,383 2,195,188 10,057,571
Excess (Deficiency) of Revenues over Expenditures 235,159 - 235,159
OTHER FINANCING SOURCES (USES):
Total Other Financing Sources and Uses
Net Change in Fund Balances 235,159 235,159
Fund Balance (Deficit) -- July 1 76,866 351,785 428,651
Fund Balance (Deficit) -- June 30 $ 312,025 $ - $ 351,785 $ 663,810

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Exhibit B-3

SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Fiscal Year Ended June 30, 2013

Total Net Change in Fund Balances - Governmental Funds $ 235,159

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.

Depreciation Expense : $ (1,089,928)
Capital Outlays 230,128
(859,800)
In the Statement of Activities, interest expense on debt service is accrued, while only payments
are charged as expenditures in the budget basis financial statements 190

In the Statement of Activities, certain operating expenses, e.g., 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). When the earned amount
exceeds the paid amount, the difference is reduction in the reconciliation (-);
when the paid amount exceeds the earned amount the difference is an addition
to the reconciliation (+). (2,688)

Change in Net Assets of Governmental Activities $ (627,139)

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



PROPRIETARY FUNDS
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Exhibit B-4
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Statement of Net Position
Proprietary Funds
June 30, 2013
Business Type Activities- Enterprise Funds
Special School
Services The Summer BCCEC/  Transitional Based
Food Salem Learning Enrichment ETTC Production Consolidated Youth
Service Campus Center Program Program Workshop Services Services Total
ASSETS:
Current Assets:
Cash and Cash Equivalents $37555 $ (483,326) $ (3,130) $ 78,271 $ 169,265 $10,847 $ - $17,103 $ (173,415)
Accounts Receivable:
State 262 262
Federal 5,415 5,415
Other 419 609,575 3,130 136,050 749,174
Inventories 8,478 8,478
Total Current Assets 52,129 126,249 - 78,271 305,315 10,847 17,103 589,914
Noncurrent Assets:
Site Improvements 77,600 77,600
Building 2,123,900 2,123,900
Equipment 179,585 179,585
Accumulated Depreciation (1,562,990) (1,562,990)
Total Noncurrent Assets 818,095 818,095
Total Assets 52,129 944,344 - 78,271 305,315 10,847 17,103 1,408,009
LIABILITIES:
Current Liabilities:
Accounts Payable 263 263
Due to Current Fund 792 792
Unearned Revenue 1,107 19,107 20,214
Compensated Absences Payable 14,814 14,814
Total Current Liabilities 1,899 15,077 19,107 36,083
Net Position:
Invested in Capital Assets
Net of Related Debt 818,095 818,095
Restricted - Encumbrances 20 17,866 17,886
Unrestricted 50,210 93,306 - 78,271 286,208 10,847 17,103 535,945
Total Net Position $50230 $ 929267 $ - $ 78271 $ 286,208 $10,847 $ - $ 17,103 $ 1,371,926

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Exhibit B-5
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Propriety Funds
Statement of Revenues, Expenses and Changes in Fund Net Position
For the Fiscal Year Ended June 30, 2013
Business Type Activities- Enterprise Funds
Special School
Services The Summer BCCEC/ Transitional Based
Food Salem Learning Enrichment ETTC Production Consolidated Youth
Service Campus Center Program Program Workshop Services Services Total
OPERATING REVENUES:
Charges for Services:
Daily Sales - Reimbursable Programs $ 62,564 $ 62,564
Daily Sales - Non-Reimbursable Programs 50,790 50,790
Tuition $ 545218 $ 36,862 $ 84,000 666,080
Other Revenue 600,000 33,000 $ 377,948 $ 390  $ 284,111 1,295,449
Total Operating Revenues 113,354 1,145,218 36,862 117,000 377,948 390 284,111 2,074,883
OPERATING EXPENSES:
Salaries 111,327 604,718 52,112 44,800 195,211 1,008,168
Employee Benefits 196,989 10,296 61,235 268,520
Cost of Sales 114,609 114,609
Purchased Educational Services 146,728 13,510 4,259 164,497
Other Purchased Professional Services 205 313,748 313,953
Purchased Technical Services 21,474 21,474
Contracted Services 2,308 2,308
Cleaning, Repair & Maintenance 4,299 4,299
Insurance 5,678 5,678
Communications 2,186 2,186
Travel 912 1,383 2,295
Other Purchased Services 764 5,230 5,994
General Supplies 10,337 341 250 7,945 145 19,018
Utilities 65,458 65,458
Textbooks 10,286 10,286
Miscellaneous 3,031 20 873 3,924
Depreciation 58,195 58,195
Total Operating Expenses 226,700 1,120,210 62,749 60,888 286,422 145 313,748 2,070,862
Operating Income / (Loss) (113,346) 25,008 (25,887) 56,112 91,526 245 (29,637) 4,021
NONOPERATING REVENUES (EXPENSES):
State Sources:
State School Lunch Program 2,201 2,201
Federal Sources:
Food Distribution Program 15,016 15,016
National School Lunch Program 69,594 69,594
National School Breakfast Program 10,525 10,525
Interest and Investment Revenue 102 102
Total Non-operating Revenues (Expenses) 97,438 97,438
OTHER FINANCING USES:
Change in Net Position (15,908) 25,008 (25,887) 56,112 91,526 245 (29,637) 101,459
Transfer (21,889) 21,889
Net Position -- July 1 66,138 926,148 3,998 22,159 194,682 10,602 29,637 17,103 1,270,467
Net Position -- June 30 $ 50230 _$ 929267 _$ - $ 78,271 $ 286,208 $ 10847 § - $ 17,103 $ 1,371,926

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Exhibit B-6
SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Proprietary Funds
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2013
Business Type Activities- Enterprise Funds
Special School
Services The Summer BCCEC/ Transitional Based
Food Salem Learning Enrichment ETTC Production Consolidated Youth
Service Campus Center Program Program Workshop Services Services Totals
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from Customers $ 113,354 $ 729,521 $ 36,862 $ 117,000 $ 377,948 $ 390 $ 284111 § - $ 1,659,186
Payments to Employees (111,327) (616,216) (52,112) (44,800) (195,211) (1,019,666)
Payments for Employee Benefits (196,989) (10,296) (61,235) (268,520)
Payments to Suppliers (116,448) (293,511) 19,913 (16,088) (133,506) (145) (313,748) (853,533)
Net Cash Provided by (used for) Operating Activities (114,421) (377,195) (5,633) 56,112 (12,004) 245 (29,637) (482,533)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
State Sources 2,201 2,201
Federal Sources 95,135 95,135
Net Cash Provided by (used for) Non-Capital
Financing Activities 97,336 97,336
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest and Dividends 102 102
Net Cash Provided by (used for) Investing Activities 102 102
Net Increase (Decrease) in Cash and Cash Equivalents (16,983) (377,195) (5,633) 56,112 (12,004) 245 (29,637) (385,095)
Cash and Cash Equivalents -- July 1 54,538 (106,131) 2,503 22,159 181,269 10,602 29,637 17,103 211,680
Cash and Equivalents -- June 30 $ 37,555 $ (483326) $ (3,130) $ 78271 $ 169,265 $ 10,847 $ - $17,103 $ (173,415)
Reconciliation of Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities:
Operating Income (Loss) (113,346) 25,008 (25,887) 56,112 91,526 245 (29,637) 4,021
Adjustments to Reconcile Operating Income (Loss) to Net
Cash Provided by (used for) Operating Activities:
Depreciation Expense 58,195 58,195
Transfer (21,889) 21,889
Changes in Assets and Liabilities:
Accounts Receivable (Increase)/Decrease (2,968.00) (415,697.00) (1,635.00) (103,645.00) (523,945.00)
Inventory (Increase)/Decrease 1,067.00 1,067.00
Accounts Payable Increase/(Decrease) (11,314.00) (276.00) (11,590.00)
Deferred Revenue Increase/(Decrease) 34.00 391.00 425.00
Compensated Absences Payable Increase/(Decrease) (11,498.00) (11,498.00)
Due to General Fund Increase/(Decrease) 792.00 792.00
Net Cash Provided by (used for) Operating Activities $(114,421) $ (377,195) $ (5633) $ 56,112 $ (12,004) $ 245 $ (29637) $ - $ (482,533)

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Exhibit B-7

SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2013

Agency Funds

Student

Activity Payroll
ASSETS:
Cash and Cash Equivalents $ 19,210 § 1,366
Total Assets $ 19,210 $ 1,366
LIABILITIES:
Payable to Student Groups $ 19,210
Payroll Deductions and Withholdings $ 1,366
Total Liabilities $ 19,210 § 1,366

The accompanying Notes to the Financial Statements are an integral part of this statement.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1. DESCRIPTION OF THE SCHOOL DISTRICT AND REPORTING ENTITY

A. Reporting Entity:

The Salem County Vocational Technical School District (hereafter referred to as the “School District”) is a
Type | district located in the County of Salem, State of New Jersey. The Board is comprised of eight
members; seven of them are appointed to four-year terms by the Salem County Board of Chosen
Freeholders and one is a statutory appointment. The terms are staggered so that at least one member’s
term expires each year. The purpose of the School District is to provide a full range of educational
services for the residents of Salem County. The School District had an approximate enrollment at June
30, 2013 of 859 students.

The Agency is considered to be a "Component Unit" of the County Of Salem under GAAP. This
determination is based on the oversight responsibility of the County, which manifests itself primarily in the
selection of District Board members, the accountability on fiscal matters, the approval for debt
authorizations and the determination of county tax provided by the county.

The primary criterion for including activities within the District's reporting entity, as set forth in Section
2100 of the GASB Codification of Governmental Accounting and Financial Reporting Standards, is the
degree of oversight responsibility maintained by the School 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 of the School District over which the Board exercises operating control. There were no
additional entities require to be include in the reporting entity under the criteria as described above, in the
current fiscal year. Furthermore, the School District is not includable in any other reporting entity on the
basis of such criteria.

Component Units — GASB Statement No. 14, The Financial Reporting Entity, provides guidance that all
entities associated with a primary government are potential component units and should be evaluated for
inclusion in the financial reporting entity. A primary government is financially accountable not only for the
organizations that make up its legal entity, but also for legally separate organizations that meet the criteria
established by GASB Statement No. 14, as amended by GASB Statement No. 39, Determining Whether
Certain Organizations are Component Units. The School District is a component unit of the County of
Salem. These financial statements would be either blended or discreetly presented as part of the County’s
financial statements if the County reported using generally accepted accounting principles applicable to
governmental entities. The following organization is considered a component unit of the School District;
however, the School District has determined that it is not significant and, therefore, has not been included
in the basic financial statements:

Salem County Vocational Technical School Foundation
880 Route 45
Woodstown, New Jersey 08098

Requests for financial information should be addressed to the organization listed above.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

New Accounting Standards:

During fiscal year 2013, the district adopted the following GASB statements:
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

New Accounting Standards (Cont’d):

» GASB 62, Codification of Accounting and Financial reporting Guidance Contained in Pre-
November 30, 1989 FASB and AICPA Pronouncements. The objective of this Statement is to
incorporate into the GASB'’s authoritative literature certain accounting and financial reporting
guidance that is included in the following pronouncements issued on or before November 30,
1989, which does not conflict with or contradict GASB pronouncements.

» GASB 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources,
and Net Position. The objective of this Statement is to improve financial reporting by standardizing
the presentation of deferred outflows of resources and deferred inflows of resources and their
effect in a government’s net position. It alleviates uncertainty about reporting those financial
statement elements by providing guidance where none previously existed.

»> GASB 65, ltems Previously reported as Assets and Liabilities, although not required to be
implemented until next year, the District elected to apply the statement to the current year financial
statements. This Statement establishes accounting and financial reporting standards that
reclassify, as deferred outflows of resources or deferred inflows of resources, certain items were
previously reported as assets and liabilities and recognize, as outflows of resources or inflows of
resources, certain items that were previously reported as assets and liabilities.

Other accounting standards that the District is currently reviewing for applicability and potential impact on
the financial statements include:

» GASB 66, Technical Corrections-2012, an Amendment of GASB Statements 10 and 62, will be
effective beginning with the year ending June 30, 2014. The objective of this Statement is to
improve accounting and financial reporting for a governmental financial reporting entity by
resolving conflicting guidance that resulted from the issuance of two pronouncements, Statements
No. 54, Fund Balance Reporting and Governmental Fund Type Definitons and No. 62,
Caodification of Accounting and Financial reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements.

» GASB 67, Financial Reporting for Pension Plans, an Amendment of GASB 25, will be effective
beginning with the year ending June 30, 2014. The objective of this Statement is to improve
financial reporting by state and local governmental pension plans. This Statement results from a
comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing decision- useful information, supporting
assessments of accountability and interperiod equity, and creating additional transparency. This
statement replaces the requirements of Statement No. 25, Financial reporting for Deferred Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans and No.50, Pension
Disclosures, as they relate to pension plans that are administered through trusts or equivalent
arrangements that meet certain criteria. The District does not expect this Statement to impact its
financial statements.

» GASB 68, Accounting and Financial reporting for Pensions, will be effective beginning with the
year ending June 30, 2015. The objective of this Statement is to improve accounting and financial
reporting by state and local governments for pensions. It also improves information provided by
state and local governmental employers about financial support for pensions hat is provided by
other state entities. This Statement replaces the requirements of Statement No.27, Accounting for
Pension Disclosures, and Local Governmental Employers, as well as the requirements of
Statement No0.50, Pension Disclosures, as they relate to pensions that are provided through
pension plans administered as trusts or equivalent arrangements that meet certain criteria. The
District does not expect this Statement to impact its financial statements.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

New Accounting Standards (Cont’d):

> GASB 69, Government Combinations and disposals of Government Operations, is effective for
periods beginning after December 15, 2013. This Statement establishes accounting and financial
reporting standards related to government combinations and disposals of government operations.
As used in this Statement, the term government combinations includes a variety of transactions
referred to as mergers, acquisitions, and transfers of operations. Management is currently
evaluating the impact of the adoption of this Statement on the School District’s financial
statements although no impact is expected.

> GASB 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees, is effective
for periods beginning after June 15, 2013. This Statement’s objective is to improve accounting and
financial reporting by state and local governments that extend and receive nonexchange financial
guarantees. This Statement requires a government that extends a nonexchange financial
guarantee to recognize a liability when qualitative factors and historical data, if any, indicate that it
is more likely than not that the government will be required to make a payment on the guarantee.
The amount of the liability to be recognized should be the discounted present value of the best
estimate for the future outflows expected to be incurred as a result of the guarantee. When there
is no best estimate but a range of the estimated future outflows can be established, the amount of
the liability to be recognized should be the discounted present value of the minimum amount within
the range. This Statement requires a government that has issued an obligation guaranteed in a
nonexchange transaction to report the obligation until legally released as an obligor. This
Statement also requires a government that is required to repay a guarantor for making a payment
on a guaranteed obligation or legally assuming the guaranteed obligation to continue to recognize
a liability until legally released as an obligor. When a government is released as an obligor, the
government should recognize revenue as a result of being relieved of the obligation. This
Statement also provides additional guidance for intra-entity nonexchange financial guarantees
involving blended component units. Management is currently evaluating the impact of the adoption
of this Statement on the School District’s financial statements although no impact is expected.

A. Basis of Presentation:

The financial statements of the Board of Education (Board) of Salem County Vocational Technical School
District (District) have been prepared in conformity with accounting principles generally accepted in the
United States of America (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 School District also applies Financial Accounting Standards Board
(FASB) Statements and Interpretations issued on or before November 30, 1989, to its governmental and
business-type activities, and to its proprietary funds, provided they do not conflict with or contradict GASB
pronouncements. The more significant of the Board's accounting policies are described in this Note.

In June 1999, the Governmental Accounting Standards Board (GASB), unanimously approved Statement
No. 34, Basic Financial Statements and Management’s Discussion and Analysis for State and Local
Governments. This Statement provides for the most significant change in financial reporting over twenty
years and is scheduled for a phase-in implementation period (based on amount of revenues) starting with
fiscal years ending 2002 (for larger governments). In addition, the school district has implemented GASB
Statement No. 37, Basic Financial Statements and Management’s Discussion and Analysis for State and
Local Governments: Omnibus, Statement No. 38, Certain Financial Statement Note Disclosures and
GASB No. 54 Fund Balance Reporting and Governmental Fund Type Descriptions. The implementation
of these statements had no effect on equity balances as previously reported.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

A. Basis of Presentation (Cont’d):

The School District’'s basic financial statements consist of government-wide statements, including a
statement of Net Position and a statement of activities, and fund financial statements, which provide a
more detailed level of financial information.

District-wide Statements: The statement of Net Position and the statement of activities display
information about the School District as a whole. These statements include financial activities of the
primary government, except for fiduciary funds. Eliminations have been made to minimize the double
counting of internal activities. These statements distinguish between those activities of the School District
that are governmental and those that are considered business-type activities. Governmental activities
generally are financed through county taxes, intergovernmental revenues, and other non-exchange
transactions. Business-type activities are financed in whole or in part by fees charged to external parties.
The statement of Net Position presents the financial condition of the governmental and business-type
activities of the School District at the fiscal year end. The statement of activities presents a comparison
between direct expenses and program revenues for each program or function of the School District's
governmental activities and for the business-type activity of the School District.

> Direct expenses are those that are specifically associated with a service, program or department
and, therefore, are clearly identifiable to a particular function. The policy of the School District is to
not allocate indirect expense to functions in the statement of activities.

> Program revenues include (a) charges paid by the recipients of goods or services offered by the
programs and (b) grants and (c) contributions that are restricted to meeting the operational or
capital requirements of a particular program and interest earned on grants that is used to support
a particular program. Revenues that are not classified as program revenues, including all taxes
and state formula aid, are presented as general revenues, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each business
segment or governmental function is self-financing or draws from the general revenues of the
School District.

Fund Financial Statements: During the fiscal year, the School District segregates transactions related to
certain School District functions or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. The fund financial statements are designed to present financial
information of the School District at this more detailed level. The focus of governmental and enterprise
fund financial statements is on major funds. Each major fund is presented in a single column. The
fiduciary fund is reported by type. The School District uses funds to maintain its financial records during
the fiscal year. A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts.
There are three categories of funds, governmental, proprietary, and fiduciary. The New Jersey
Department of Education (NJDOE) 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 NJDOE
believes that the presentation of all funds as major is important for public interest and to promote
consistency among district financial reporting.

B. Governmental Funds:

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources,
rather than upon net income. Expendable assets are assigned to the various governmental funds
according to the purposes for which they may or must be used. Current liabilities are assigned to the fund
from which they will be paid. The difference between governmental fund assets and liabilities is reported
as fund balance. The following are the School District's major governmental funds:
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

B. Governmental Funds (Cont’d):

General Fund - The General Fund is the general operating fund of the District. It is used to account for
all financial resources except those required to be accounted for in another fund. Included are certain
expenditures for vehicles and movable instructional or non-instructional equipment which are classified in
the Capital Outlay sub-fund.

As required by the New Jersey State Department of Education, the District includes budgeted Capital
Outlay in this fund. Accounting principles generally accepted in the United States of America as they
pertain to governmental entities state that General Fund resources may be used to directly finance capital
outlays for long-lived improvements as long as the resources in such cases are derived exclusively from

unrestricted revenues.

Resources for budgeted capital outlay purposes are normally derived from State of New Jersey Aid,
district taxes and appropriated fund balance. Expenditures are those which result in the acquisition of or
additions to capital assets for land, existing buildings, improvements of grounds, construction of buildings,
additions to or remodeling of buildings and the purchase of built-in equipment.

In addition to the capital outlay sub-fund, the School District is accountable for additional sub-funds
resulting from federal legislation signed into law. This federal law requires the tracking and separate
reporting of American Recovery and Reinvestment Act (ARRA) funds, if any. ARRA State Fiscal
Stabilization Funds were provided to districts to be used for general fund expenses. In addition, the
Education Jobs Fund Program will require an additional sub-fund to be used for expenses in accordance
with the education jobs compliance supplement within the federal OMB 133.

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of specific
revenue from State and Federal Government, other than major capital projects, debt service, enterprise
funds and local appropriations, legally restricted to expenditures for specified purposes.

Capital Projects Fund - The Capital Projects Fund is used to account for financial resources to be used
for the acquisition or construction of major capital facilities, other than those financed by Proprietary
Funds. The financial resources are derived from New Jersey Economic Development Authority grants,
temporary notes or serial bonds that are specifically authorized by the voters as a separate question on
the ballot either during the annual election or at a special election.

Debt Service Fund — The debt service fund is used to account for the accumulation of resources for, and
the payment of, general long-term debt principal, interest and related costs.

Permanent Fund — The permanent fund is used to account for resources that are legally restricted to the
extent that only earnings and not principal may be used for purposes that support the School District's
programs, that is, for the benefit of the School District or its students. The School District does not have a

permanent fund.

C. Proprietary Fund Type:

Proprietary Funds are used to account for the School District’s ongoing activities, which are similar to
those found in the private sector.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

C. Proprietary Fund Type (Cont’d):

Enterprise Funds - The Enterprise Funds are utilized to account for operations: (1) financed and
operated in a manner similar to private businesses, where the intent of the School District is that the costs
(expenses including depreciation) of providing goods or services to the students on a continuing basis be
financed or recovered primarily through user charges; or, (2) where the School District has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability or other purposes.

The School District’'s enterprise funds are:

Food Service Fund — This fund accounts for the financial transactions related to the food service
operations of the School District.

Salem Campus Special Service Fund — This fund accounts for the financial activity under a
contract with the N. J. Dept. of Education, designed to serve up to 100 multiple and or low incident
disabled students from the Cumberland, Gloucester and Salem Counties, previously named
Regional Day School Fund.

The Learning Center — This fund accounts for the financial transactions related to the learning
center operations provided by the school on a tuition basis.

Summer Enrichment Program Fund — This fund accounts for financial activity related to providing
a six week summer program at the districts Regional Day School.

Transitional Productions Workshop Fund — This fund accounts for the financial activity related to
the printing of brochures, newsletters and invitations. These services are provided to schools,
businesses, and civic organizations. The workshop is offered through the Regional Day School to
prepare students for entry careers in the duplicating and printing industries.

Business and Corporate and Customized Education Center Fund / Educational Technology
Training Center (BCCEC/ETTC) — This fund accounts for the financial activity related to the
professional development and technology training to school districts and employers in the greater
Cumberland, Gloucester and Salem County communities.

Consolidated Services Fund — This fund accounts for the financial activity related to the
Consolidated Services Counsel of Salem County, which provides collected coordinated services to
county school districts. The fund bills and collects revenue from each of the member districts and
disburses them in accordance with the Counsel’'s agreed to appropriation and budget.

School Based Youth Services Center Fund — This fund accounts for the financial activity related
to services provided to at-risk in and out of school youth through programs at a teen center. Fees
are provided by local K-12 school districts to support the program.

All proprietary funds are accounted for on a cost of services or "capital maintenance" measurement focus.
This means that all assets and all liabilities, whether current or noncurrent, associated with their activity
are included on their balance sheets. Their reported fund equity (net total assets) is segregated into
contributed capital and unreserved retained earnings, if applicable. Proprietary fund type operating
statements present increases (revenues) and decreases (expenses) in net total assets.
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SALEM COUNTY VOCATIONAL TECHNICAL SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

C. Proprietary Fund Type (Cont’d):

Enterprise Funds (Cont’d) - Depreciation of all exhaustive fixed assets used by proprietary funds is
charged as an expense against their operations. Accumulated depreciation is reported on proprietary fund
balance sheets. Depreciation has been provided over the estimated useful lives using the straight-line
method. The estimated useful lives are as follows:

Equipment 12 Years
Light Trucks and Vehicles 4 Years
Heavy Trucks and Vehicles 6 Years

Fiduciary Funds - Fiduciary fund reporting focuses on Net Position and changes in Net Position. The
fiduciary fund category is split into four classifications: pension trust funds, investment trust funds, private-
purpose trust funds, and agency funds. Agency funds are used to account for assets held but the School
District in a trustee capacity or as an agent for individuals, private organizations, other governments, and /
or other funds (i.e., payroll and student activities). They are custodial in nature (assets equal liabilities)
and do not involve measurement of results of operations. The School District has two fiduciary funds,
which bare a student activity fund, and a payroll fund. A description of permitted fiduciary funds is a
follows:

Trust and Agency Funds - The Trust and Agency Funds are used to account for assets held by the
District in a trustee capacity or as an agent for individuals, private organizations, other governments
and/or other funds.

Expendable Trust Fund - An Expendable Trust Fund is accounted for in essentially the same manner as
the governmental fund types, using the same measurement focus and basis of accounting. Expendable
Trust Funds account for assets where both the principal and interest may be spent. The district does not
currently maintain an Expendable Trust Fund.

Nonexpendable Trust Fund - A Nonexpendable Trust Fund is used to account for assets held under the
terms of a formal trust agreement, whereby the District is under obligation to maintain the trust principal.
The District does not maintain a Nonexpendable Trust Fund.

Agency Funds - 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. Agency funds include payroll and student activities funds.

D. Measurement Focus:

District-wide Financial Statements — The district-wide financial statements are prepared using the
economic resources measurement focus. All assets and all liability associated with the operation of the
School District are included on the statement of Net Position.

Fund Financial Statements — All governmental funds are accounted for using a flow of current
financial resources measurement focus. With this measurement focus, only current assets and current
liabilities generally are included on the balance sheet. All assets and all liabilities associated with the
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