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INDEPENDENT AUDITOR’S REPORT 
 
 

Honorable President and Members 
 of the Board of Education 
Freehold Regional High School District  
County of Monmouth 
Englishtown, 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 
Freehold Regional High School District, County of Monmouth, New Jersey as of and for the year 
ended June 30, 2014, 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. 
 
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, audit requirements prescribed by the Division 
of Finance, Department of Education, State of New Jersey, the provisions of U.S. Office of 
Management and Budget (OMB) Circular A-133 “Audits of States, Local Governments and Non-Profit 
Organizations” and State of New Jersey OMB Circular 04-04 “Single Audit Policy for Recipients of 
Federal Grants, State Grants and State Aid.” Those standards and provisions require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 
 
 
 
 

SCC SUP LEE,  CLOONE Y & COMP A NY 
      C E R T I F I E D  P U B L I C  A C C O U N T A N T S  
            308 East Broad Street,  Westf ield,  New Jersey 07090-2122  
                    Telephone 908-789-9300        Fax 908-789-8535 
         E-mai l   in fo@scnco . com 
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SUPLEE, CLOONEY & COMPANY  
 
 
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 District’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 District’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. 
 
 We believe the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
 
Opinion 
 
 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 Freehold Regional High School District, 
County of Monmouth, New Jersey  as  of June 30, 2014, and the respective changes in financial 
position, and, where applicable, cash flows thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
 Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis and budgetary comparison information in Exhibit C-1 through 
C-3 be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental 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. 
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SuPLEE, CLOONEY & CoMPANY 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Freehold Regional High School District's basic financial statements. The 
accompanying supplementary information schedules such as the combining and individual fund 
financial statements and the Schedules of Expenditures of Federal Awards and State Financial 
Assistance, as listed in the table of contents, as required by U.S. Office of Management and Budget 
Circular A-133, "Audits of States, Local Governments and Nonprofit Organization," New Jersey's OMS 
Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid," and 
the State of New Jersey, Department of Education, Division of Finance, are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 

The accompanying supplementary information schedules such as the combining and 
individual fund financial statements and the Schedules of Expenditures of Federal Awards and State 
Financial Assistance, as listed in the table of contents, as required by U.S. Office of Management and 
Budget Circular A-133, "Audits of States, Local Governments and Nonprofit Organization," New 
Jersey's OMS Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State Grants and 
State Aid," and the State of New Jersey, Department of Education, Division of Finance 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 records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the accompanying supplementary 
information is fairly stated, in all material respects, in relation to the basic financial statements as a 
whole. 

The other information, such as the introductory and statistical sections, has not been subjected 
to the auditing procedures applied in the audit of the basic financial statements, and accordingly, we 
do not express on opinion or provide any assurance on it. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
November 26, 2014 on our consideration of the Freehold Regional High School District's internal 
control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on 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 Freehold Regional High School District's internal control over 
financial reporting and compliance. 

November 26, 2014 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of the Freehold Regional High School District (the 
“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 more significant of the District’s accounting policies are 
described below: 

 
Reporting Entity 

 
The Freehold Regional High School District is a Type II District located in 
Monmouth County, New Jersey.  The School District is an instrumentality of the 
State of New Jersey, established to function as an educational institution. The 
Board of Education of the Freehold Regional High School District, comprised of 
nine elected individuals, is the primary governing authority 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, 
are set forth in Statement No. 39 of the Governmental Accounting Standards 
Board entitled “Determining Whether Certain Organizations are Component 
Units” (GASB 39), as codified in Section 2100 of the GASB Codification of 
Governmental Accounting and Financial Reporting Standards. 
 
Organizations that are legally separate, tax-exempt entities and meet all of the 
following criteria should be discretely presented as component units. These 
criteria are: 

 
1. The economic resources received or held by the separate organization 

are entirely or almost entirely for the direct benefit of the primary 
government 

 
2.  The primary government, or its component unit, is entitled to, or has the 

ability to otherwise access, a majority of the economic resources of the 
organization 

 
3.  The economic resources received or held by an individual organization 

that the specific primary government, or its component units, is entitle to, 
or has the ability to otherwise access, are significant to that primary 
government 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Reporting Entity (continued) 
 
The combined financial statements include all funds of the District over which the 
Board exercises operating control.  The operations of the District include six High 
Schools. 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.   

 
Basis of Presentation 

 
The District’s basic financial statements consist of District-wide statements, 
including a statement of net assets 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 assets and the statement of 
activities display information about the District as a whole.  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 generally between the governmental and 
business-type activities of the District.  Governmental activities generally are 
financed through 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 assets presents the financial condition of the governmental 
and business-type activities of the District at fiscal year end.  The statement of 
activities presents a comparison between direct expenses and program revenues 
for the business-type activity of the District and for each function of the District’s 
governmental activities.  Direct expenses are those that are specifically 
associated with a program or function and, therefore, are clearly identifiable to a 
particular function.  Program revenues include (a) fees and charges paid by the 
recipients of goods or services offered by the programs and (b) grants and 
contributions that are restricted to meeting the operational or capital requirement 
of a particular program. Revenues that are not classified as program revenues, 
including all taxes, are presented as general revenues.  The comparison of direct 
expenses with program revenues identifies the extent to which each 
governmental function or business segment is self-financing or draws from the 
general revenues of the District. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Basis of Presentation (Continued) 
 
Fund Financial Statements: During the fiscal year, the District segregates 
transactions related to certain District functions or activities in separate funds in 
order to aid financial management and to demonstrate legal compliance.  The 
fund financial statements provide information about the District’s funds, including 
its fiduciary funds.  Separate statements are presented for each fund category-   
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 as the oversight entity believes that the 
presentation of all funds as major is important for the public interest and to 
promote consistency among District financial reporting models. 
 
Governmental Funds 
  
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.  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 Statement Department of Education, the District 
includes budgeted capital outlay in this fund.  U.S. Generally Accepted 
Accounting Principles 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 that 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.  These resources can be transferred from 
and to the current expense by Board resolution; in certain instances approval by 
the County Superintendent of Schools may also be required. 

 
Special Revenue Fund  The special revenue fund is used to account for the 
proceeds of specific revenue sources from State and Federal Government 
(other than those for major capital projects, debt service or proprietary funds) 
and local appropriations that are legally restricted to expenditures for specified 
purposes. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Capital Projects Funds  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).  The financial 
resources are derived from 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 principal and interest on debt 
issued to finance major property acquisition, construction and improvement 
programs. 
 
Proprietary  Funds 
 
Enterprise Fund  The enterprise fund accounts for all revenues and expenses 
pertaining to the District’s Food Service and Extra-Curricular (Ice Hockey) 
program operations.  These funds are utilized to account for operations that are 
financed and operated in a manner similar to private business enterprises.  The 
stated intent is that the cost (i.e. expenses including depreciation and indirect 
costs) of providing goods or services to the students on a continuing basis are 
financed or recovered primarily through user charges. 

 
Fiduciary Funds 

 
The District’s fiduciary funds are presented in the fiduciary fund financial 
statements by type (agency, private purpose and state unemployment 
insurance). Since by definition these assets are being held for the benefit of a 
third party (other local governments, private parties, employees, etc.) and cannot 
be used to address activities or obligations of the government, these funds are 
not incorporated into the government-wide statements. 
 
The District’s Fiduciary funds are as follows: 

 
Payroll Summer Payroll and Student Activities Funds  These are agency 
funds 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. 

 
Unemployment Compensation Insurance Trust Fund This is an expendable 
trust fund used to account for certain unemployment compensation claims as 
they arise. 

 
Private Purpose Trust Funds These trust funds are used to account for assets 
donated by individuals that will provide for the payment of scholarships. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Basis of Accounting-Measurement Focus 
 
Basis of accounting determines when transactions are recorded in the financial 
records and reported in the financial statements. 
 
District-wide, Proprietary, and Fiduciary Fund Financial Statements: The District-
wide financial statements are prepared using the accrual basis of accounting.  
Governmental funds use the modified accrual basis of accounting.  Differences in 
the accrual and modified accrual basis of accounting arise in the recognition of 
revenue, the recording of deferred revenue, and in the presentation for expenses 
versus expenditures.  Ad Valorem (Property) Taxes are susceptible to accrual as 
under New Jersey State Statute a municipality is required to remit to its school 
district the entire balance of taxes in the amount voted upon or certified, prior to 
the end of the school year.  The District records the entire approved tax levy as 
revenue (accrued) at the start of the fiscal year, since the revenue is both 
measurable and available.                                                                           

The District is entitled to receive monies under the established payment schedule 
and the unpaid amount is considered to be an “accounts receivable”.  Revenue 
from grants, entitlements, and donations are recognized in the fiscal year in 
which all eligibility requirements have been satisfied. Governmental Fund 
Financial Statements: Governmental funds are reported using the current 
financial resources measurement focus and the modified accrual basis of 
accounting.  Under this method, revenues are recognized when measurable and 
available.  “Measurable” means the amount of the transactions can be 
determined and “available” means collectible within the current period or soon 
enough thereafter to be used to pay liabilities of the current period.  Expenditures 
are recorded when the related fund liability is incurred, except for principal and 
interest on long-term debt, claims and judgments, and compensated absences, 
which are recognized as expenditures to the extent they have matured.  General 
capital asset acquisitions are reported as expenditures in governmental funds.  
Proceeds from the issuance of long-term debt and acquisitions under capital 
leases are reported as other financing sources. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
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 for approval.  In accordance with P.L. 2011, c. 202, which 
became effective January 17, 2012, the District elected to move the school Board 
election to the date of the November general election thereby eliminating the vote 
on the annual base budget.  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(f)1. Expenditures may not legally 
exceed budgeted appropriations at the line item level.  All budget amendments 
and transfers must be approved by School Board resolution.   

  
All budget amounts presented in the accompanying supplementary information 
reflect the original budget and the amended budget (which have been adjusted 
for legally authorized revisions of the annual budgets during the year). 

 
Appropriations, except remaining project appropriations, encumbrances, and 
unexpended grant appropriations, lapse at the end of each fiscal year.  The 
capital projects fund presents the remaining project appropriations compared to 
current year expenditures.  Formal budgetary integration into the accounting 
system is employed as a management control device during the fiscal year.  For 
governmental funds, there are no substantial differences between the budgetary 
basis of accounting and generally accepted accounting principles (GAAP) with 
the exception of the legally mandated (NJSA 18A:22-44.2) revenue recognition of 
one or more deferred State Aid payments for budgetary purposes only due to the 
State deferral of such payments into the subsequent budget year and the 
accounting treatment of encumbrances in the special revenue fund as described 
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 recognized 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 records. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 

 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Encumbrance Accounting 
 
Under encumbrance accounting purchase orders, contracts and other 
commitments for the expenditures 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 assigned 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 for which the District has received 
advances are reflected in the balance sheet as unearned 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. 
 
Interfunds 
 
Interfund receivables and payables arise from transactions between particular 
funds and are considered short term in duration.  The interfund transactions are 
recorded by all funds affected in the period in which the transactions are 
executed and are part of the district's available spendable resources. 

 
  Inventories and Prepaid Expenses 
 

     Inventories of materials and supplies held for consumption in the governmental 
funds are recorded as expenditures at the time of purchase and year end 
balances are not reported in the financial statements. 

 
Inventories of food and/or supplies in the food service fund are recorded at cost 
on a first-in, first-out basis or, in the case of Food Distribution Commodities, at 
stated value which approximates market. 

 
Prepaid expenses which benefit future periods, other than those recorded in the 
enterprise fund, are recorded as expenditures in the year of purchase. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Capital Assets 
 
The District has an established formal system of accounting for its capital assets. 
Capital Assets used for governmental purposes, which include land, buildings 
and improvements and furniture and equipment, are only reported in the district- 
wide financial statements. The District generally defines capital assets as assets 
with an initial cost of $2,000.00 or more and an estimated useful life in excess of 
one year.  Purchased or constructed capital assets are reported at cost.  
Donated capital assets are valued at their estimated fair market value on the date 
received.  The cost of normal maintenance and repairs that do not add to the 
value of the asset or materially extend assets’ lives are not capitalized. 
 
Capital assets are depreciated in the district-wide statements using the straight-
line method over the following estimated useful lives: 
 
           Estimated Life             
 
           School Buildings    50 
       Building Improvements   20 
         Electrical/Plumbing   30 
       Vehicles     8 
   Office and computer equipment             10 
         Instructional equipment   10 
            Grounds equipment   15 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
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 earn the rights to the benefits. 
 
District employees are granted varying amounts of vacation and sick leave in 
accordance with the District’s personnel policy and/or collective bargaining unit 
contracts.  Benefits are paid upon termination.  
 
The District estimates its accrued compensated absences liability based on the 
accumulated sick and vacation days at the balance sheet date by those 
employees who are currently eligible to receive termination payments. 
 
For the district-wide statements, the current portion is the amount estimated to be 
used in the following year.  For the governmental funds in the fund financial 
statements, a liability is reported only for to the extent of the amount actually due 
at year end as a result of employee resignations/retirements. Compensated 
absences are a reconciling item between the fund level and district-wide 
presentations. 
 
Fund Equity 
 
Fund balance restrictions are used to indicate that portion of the fund balance 
that is not available for expenditures or is legally segregated for a specific future 
use.  Designation of portions of the fund balances are established to indicate 
tentative plans for financial utilization in a future period.  The unassigned fund 
balances represent the amount available for future budgetary operations. 
 
Unearned Revenue 
 
Unearned revenue in the General, Special Revenue and Proprietary funds 
represents funds which have been received but not yet earned.  
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Accrued Liabilities and Long-Term Obligations 
 
All payables, accrued liabilities, and long-term obligations are reported on the 
district-wide financial statements.  In general, governmental fund payables and 
accrued liabilities that, once incurred, are paid in a timely manner and in full from 
current financial resources are reported as obligations of the funds.  However, 
contractually required pension contributions and compensated absences that are 
paid from governmental funds are reported as liabilities on the fund financial 
statements only to the extent that they are due for payment during the current 
year.  Long term debt is recognized as a liability on the fund financial statements 
when due. 
 
Net Position 
 
In accordance with GASB 63, Net Position represents the difference between 
assets and liabilities.  Net investment in capital assets consists of capital assets, 
net of accumulated depreciation, reduced by the outstanding balance of any 
borrowing used for the acquisition, construction, or improvement of those assets.  
Net position is reported as restricted when there are limitations imposed on their 
use either through the enabling legislation adopted by the District or through 
external restrictions imposed by creditors, grantors, or laws or regulations of 
other governments.  The District’s policy is to first apply restricted resources 
when an expense is incurred for purposes for which both restricted and 
unrestricted net positions are available. 
 
Fund Balance Reserves 
 
The District has implemented GASB Statement 54, “Fund Balance Reporting and 
Governmental Fund Type Definitions”. This statement modifies fund balance 
reporting and clarifies fund type definitions. This Statement aims to enhance the 
usefulness of fund balance information by providing clearer fund balance 
clarifications that can be applied more consistently. 
 
Under the new standard, in the fund financial statements, governmental funds 
report the following classifications of fund balance: 
 
Nonspendable – includes amounts that cannot be spent because they are either 
not spendable in form or are legally or contractually required to be maintained 
intact. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Fund Balance Reserves (Continued) 
 
Restricted – includes amounts restricted by external sources (creditors, laws of 
other governments, etc.) or by constitutional provision or enabling legislation. The 
District reports the Capital Reserve, Maintenance Reserve, Emergency Reserve 
and Excess Surplus as Restricted Fund Balance. 
 
Committed – includes amounts that can only be used for specific purposes. 
Committed fund balance is reported pursuant to resolutions passed by the Board 
of Education, the District’s highest level of decision making authority. 
Commitments may be modified or rescinded only through resolutions approved 
by the Board of Education. The District reports Designated for Subsequent 
Year’s Expenditure as Committed Fund balance. 
 
Assigned – includes amounts that the District intends to use for a specific 
purpose, but do not meet the definition of restricted or committed fund balance. 
Under the District’s policy, amounts may be assigned by the Business 
Administrator. The District reports Year End Encumbrances as Assigned Fund 
Balance. 
 
Unassigned – includes amounts that have not been assigned to other funds or 
restricted, committed or assigned to a specific purpose within the General Fund. 
The District reports all amounts that meet the unrestricted General Fund Balance 
Policy described below as unassigned: 
 
When an expenditure is incurred for purposes for which both restricted and 
unrestricted fund balance is available, the District considers restricted funds to 
have been spent first. When an expenditure is incurred for which committed, 
assigned, or unassigned fund balance are available, the District considers 
amounts to have been spent first out of committed funds, then assigned funds, 
and finally unassigned funds, as needed. 
 
The general fund is the only fund that will report a negative unassigned fund 
balance. For all other governmental funds the amount of a residual deficit would 
be classified as unassigned.  
 
Revenues  Exchange and Non-exchange Transactions 
 
Revenue resulting from exchange transactions, in which each party gives and 
receives essentially equal value, is recorded on the accrual basis when the 
exchange takes place.  On the modified accrual basis, revenue is recorded in the 
fiscal year in which the resources are measurable and become available.  
Available means the resources will be collected within the current fiscal year or 
are expected to be collected soon enough thereafter to be used to pay liabilities 
of the current fiscal year.  For the District, “available” means within sixty days of 
the fiscal year end. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 1:         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Revenues  Exchange and Non-exchange Transactions (Continued) 
 
Non-exchange transactions, in which the District receives value without directly 
giving equal value in return, include property taxes, income taxes, grants, 
entitlements, and donations.  On the accrual basis, revenue from property taxes 
is recognized in the fiscal year for which the taxes are levied.  Revenue from 
property taxes is recognized in the period in which the income is earned.  
Revenue from grants, entitlements, and donations is recognized in the fiscal year 
in which all eligibility requirements have been satisfied.   
 
Eligibility requirements include timing requirements, which specify the year when 
the resources are required to be used or the fiscal year when use is first 
permitted; matching requirements, in which the District must provide local 
resources to be used for a specific purpose; and expenditure requirements, in 
which the resources are provided to the District on a reimbursement basis.  On 
the modified accrual basis, revenue from non-exchange transactions must also 
be available before it can be recognized. 

 
Under the modified accrual basis, the following revenue sources are considered 
both measurable and available at fiscal year end: property taxes available as an 
advance, interest, and tuition. 
 
Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the 
primary activity of the enterprise fund.  For the District, these revenues are sales 
in the Enterprise Funds.  Operating expenses are necessary costs incurred to 
provide the service that is the primary activity of the enterprise fund. 
 
Allocation of Indirect Expenses 
 
The District reports all direct expenses by function in the Statement of Activities.  
Direct expenses are those that are clearly identifiable with a function.  Indirect 
expenses are allocated to functions but are reported separately in the Statement 
of Activities.  Employee benefits, including the employer’s share of social 
security, workers compensation, and medical and dental benefits, were allocated 
based on salaries of the program.  Depreciation expense, where practicable, is 
specifically identified by function and is included in the indirect expense column 
of the Statement of Activities.  Depreciation expense that could not be attributed 
to a specific function is considered an indirect expense and is reported 
separately on the Statement of Activities. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 

NOTE 1:         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 
Extraordinary and Special Items 
 
Extraordinary items are transactions or events that are unusual in nature and 
infrequent of occurrence.  Special items are transactions or events that are within 
control of management and are either unusual in nature or infrequent in 
occurrence.  Neither of these types of transactions occurred during the fiscal 
year. 
 
Management Estimates 
 
The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States requires management to make estimates 
and assumptions that affect the reported amounts of revenues and 
expenditures/expenses during the reporting period.  Actual results could differ 
from those estimates. 
 
Recent Accounting Pronouncements 
 
On July 1 2013, the District implemented GASB Statement No. 65, Items 
Previously Reported as Assets and Liabilities (“GASB No. 65”).  This Statement 
establishes accounting and financial reporting standards that reclassify, as 
deferred outflows of resources or deferred inflows of resources, certain items that 
were previously reported as assets and liabilities and recognizes as outflows of 
resources or inflows of resources, certain items that were previously reported as 
assets and liabilities.  The provisions of this Statement improve financial 
reporting by clarifying the appropriate use of the financial statement elements 
deferred outflows of resources and deferred inflows of resources to ensure 
consistency in financial reporting.    
 
In June 2012, the GASB issued Statement 68, Accounting and Financial 
Reporting for Pensions – an amendment to GASB Statement No. 27. It improves 
accounting and financial reporting by state and local governments for pensions. It 
also improves information provided by state and local government employers 
about financial support for pensions that is provided by other entities. 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 requirement of Statement No. 27, Accounting for Pension by State 
and Local Governmental Employers, as well as the requirements of Statement 
No. 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 requirements of Statements 27 and 50 remain applicable for 
pensions that are not covered by the scope of this Statement. This statement is 
effective for periods beginning after June 15, 2014. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2013 
 
 

NOTE 1:         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 
Recent Accounting Pronouncements(Continued) 
 
In January 2013, GASB issued Statement No. 69, “Government Combinations 
and Disposals of Government Obligations”. This statement, which is effective for 
fiscal periods beginning after December 15, 2013, will not have any impact on 
the District’s financial reporting. 
 
In April 2013, GASB issued Statement No. 70, “Accounting and Financial 
Reporting for Nonexchange Financial Guarantees”. This statement, which is 
effective for fiscal years beginning after June 15, 2013, will not have any impact 
on the District’s financial statements. 
 
In November 2013, GASB issued Statement 71, Pension Transition for 
Contributions made Subsequent to the Measurement Date-an amendment to 
GASB No. 68. The objective of this Statement is to address an issue regarding 
application of the transition provisions of Statement No. 68, Accounting and 
Financial Reporting for Pensions. The issue relates to amounts associated with 
contributions, if any, made by a state or local government employer or 
nonemployer contributing entity to a defined benefit pension plan after the 
measurement date of the government's beginning net pension liability. Statement 
68 requires a state or local government employer (or nonemployer contributing 
entity in a special funding situation) to recognize a net pension liability measured 
as of a date (the measurement date) no earlier than the end of its prior fiscal 
year. If a state or local government employer or nonemployer contributing entity 
makes a contribution to a defined benefit pension plan between the 
measurement date of the reported net pension liability and the end of the 
government's reporting period, Statement 68 requires that the government 
recognize its contribution as a deferred outflow of resources. In addition, 
Statement 68 requires recognition of deferred outflows of resources and deferred 
inflows of resources for changes in the net pension liability of a state or local 
government employer or nonemployer contributing entity that arise from other 
types of events. At transition to Statement 68, if it is not practical for an employer 
or nonemployer contributing entity to determine the amounts of all deferred 
outflows of resources and deferred inflows of resources related to pensions, 
paragraph 137 of Statement 68 required that beginning balances for deferred 
outflows of resources and deferred inflows of resources not be reported. 
Consequently, if it is not practical to determine the amounts of all deferred 
outflows of resources and deferred inflows of resources related to pensions, 
contributions made after the measurement date of the beginning net pension 
liability could not have been reported as deferred outflows of resources at 
transition. This could have resulted in a significant understatement of an 
employer or nonemployer contributing entity's beginning net position and 
expense in the initial period of implementation. 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 

NOTE 1:         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Recent Accounting Pronouncements (Continued) 
 
This Statement amends paragraph 137 of Statement 68 to require that, at 
transition, a government recognize a beginning deferred outflow of resources for 
its pension contributions, if any, made subsequent to the measurement date of 
the beginning net pension liability. Statement 68, as amended, continues to 
require that beginning balances for other deferred outflows of resources and 
deferred inflows of resources related to pensions be reported at transition only if 
it is practical to determine all such amounts. The provisions of this Statement are 
required to be applied simultaneously with the provisions of Statement 68. This 
statement is effective for fiscal years beginning after June 15, 2014. 

 
 
NOTE 2: CASH AND CASH EQUIVALENTS AND INVESTMENTS 

 
The Board considers petty cash, change funds, cash in banks, and short term 
investments with original maturities of three months or less as cash and cash 
equivalents.  Investments are stated at cost, which approximates market. 
 
Deposits 
 
New Jersey statutes permit the deposit of public funds in public depositories 
which are located in New Jersey and which meet the requirements of the 
Governmental Unit Deposit Protection Act (GUDPA).  GUDPA requires a bank 
that accepts public funds to be a public depository.  A public depository is defined 
as a state bank, a national bank, or a savings bank, which is located in the State 
of New Jersey, the deposits of which are insured by the Federal Deposit 
Insurance Corporation.  The statutes also require public depositories to maintain 
collateral for deposits of public funds that exceed certain insurance limits.  Each 
depository participating in the GUDPA system must pledge collateral equal to 5% 
of the average amount of its public deposits and 100% of the average amount of 
its public funds in excess of 75% of its capital funds. No collateral is required for 
amounts covered by FDIC insurance. The collateral which may be pledged to 
support these deposits includes obligations of the State and federal 
governments, insured securities and other collateral approved by the 
Department. When the capital position of the depository deteriorates or the 
depository takes an unusually large amount of public deposits, the Department of 
Banking and Insurance requires additional collateral to be pledged.  Under 
(GUDPA), if a public depository fails, the collateral it has pledged, plus the 
collateral of all other public depositories, is available to pay the full amount of the 
deposits to the governmental unit 
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Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 

NOTE 2:  CASH AND CASH EQUIVALENTS AND INVESTMENTS (CONTINUED) 
 

Deposits 
 
The Freehold Regional High School District had the following cash and cash 
equivalents at June 30, 2014: 
 
 

   Fund Type 
 

Amount 

   Cash in Bank: 
    Governmental Funds $ 28,492,142  

  Proprietary Funds 
 

337,553  
  Fiduciary Funds 

 
10,168,011  

Total Cash in Bank $ 38,997,706  
Less: Reconciling Items 

 
(1,998,189) 

   
 

$ 36,999,517  

   
    

Custodial Credit Risk- Deposits – Custodial credit risk is the risk that in the event 
of a bank failure, the deposits may not be returned.  The District does not have a 
specific deposit policy for custodial credit risk other than those policies that 
adhere to the requirements of statute.  As of June 30, 2014, based upon the 
coverage provided by FDIC and NJGUDPA, no amount of the bank balance was 
exposed to custodial credit risk.  Of the cash on balance in the bank of 
$38,997,709, $250,000 was covered by Federal Depository Insurance, 
$38,746,473 was covered under the provisions of NJGUDPA and $1,212 was on 
deposit with the New Jersey Cash Management Fund. 
 

Investments 
 

 The types of investments which may be purchased by the District are strictly 
limited by the express authority of the N.J.S.A. 18A:20-37 Education, 
Administration of School Districts.  Permitted investments include any of the 
following type of securities: 

 
1. Bonds or other obligations of the United States of America or obligations 

guaranteed by the United States of America; 
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For the Fiscal Year Ending June 30, 2014 

 
 

  NOTE 2:  CASH AND CASH EQUIVALENTS AND INVESTMENTS (CONTINUED) 
 
  Investments (Continued) 
 
  2. Government money market mutual funds which are purchased from an 

investment company or investment trust which is registered with the 
Securities and Exchange Commission under the “Investment Company Act of 
1940,” 15 U.S.C. 80a1 et seq., and operated in accordance with 17 C.F.R. § 
270.2a7 and which portfolio is limited to U.S. Government securities that 
meet the definition of an eligible security pursuant to 17 C.F.R. § 270.2a7 and 
repurchase agreements that are collateralized by such U.S. Government 
securities in which direct investment may be made pursuant to paragraphs 
(1) and (3) of N.J.S.A. 18A:2037.  These funds are also required to be rated 
by a nationally recognized statistical rating organization. 

    
   3. Any obligation that a federal agency or a federal instrumentality has issued in 

accordance with an act of Congress, which security has a maturity date not 
greater than 397 days from the date of purchase, provided that such 
obligation bears a fixed rate of interest not dependent on any index or other 
external factor; 

 
 4. Bonds or other obligations of the Local Unit or bonds or other obligations of 

school districts of which the Local Unit is a part or within which the school 
district is located. 

 
  5. Bonds or other obligations, having a maturity date not more than 397 days 

from date of purchase, approved by the Division of Investment of the 
Department of Treasury for investment by School Districts; 

  
6. Local government investment pools that are fully invested in U.S. 

Government securities that meet the definition of eligible security pursuant to 
17 C.F.R. § 270a7 and repurchase agreements that are collateralized by 
such U.S. Government securities in which direct investment may be made 
pursuant to paragraphs (1) and (3) of N.J.S.A. 18A:2037.  This type of 
investment is also required to be rated in the highest category by a nationally 
recognized statistical rating organization. 

 
7. Deposits with the State of New Jersey Cash Management Fund established 

pursuant to section 1 of P.L. 1977, c.281 C. 52:18A-90.4); or 
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  NOTE 2:  CASH AND CASH EQUIVALENTS AND INVESTMENTS (CONTINUED) 
 
  Investments (Continued)  

  
    8. Agreements for the repurchase of fully collateralized securities if: 
  
   a. the underlying securities are permitted investments pursuant to 

paragraphs (1) and (3) of this subsection;  
   b. the custody of collateral is transferred to a third party;  
   c. the maturity of the agreement is not more than 30 days;  
   d. the underlying securities are purchased through a public depository 

as defined in section 1 of P.L. 1970, c.236 C. 17:1941); and   
   e. a master repurchase agreement providing for the custody and 

security of collateral is executed. 
 

As of June 30, 2014, the District has $1,212 on deposit with New Jersey 
Cash Management Fund.  Based upon the limitations set forth by New 
Jersey Statutes 40A:5-15.1, and existing investment practices of  
NJARM, the District is generally not exposed to credit risks and interest 
rate risks for its investments, nor is it exposed to foreign currency risk for 
its deposits and investments. 

 
 

   NOTE 3: RECEIVABLES 
 

Receivables at June 30, 2014 are listed below.  All receivables are considered 
collectible in full.  A summary of the principal items of governmental receivables 
follows: 

 
 

 
Governmental Fund  

 
District-Wide 

 
Financial Statements 

 
Financial Statements 

State Aid $3,162,799  
 

$3,162,799  
Federal Aid 2,187,724 

 
2,187,724 

Interfunds 8,032,314 
 

5,787,551 
Other 78,232 

 
78,232 

Gross Receivables 13,461,069 
 

11,216,306 
Less: Allowance for 
Uncollectibles   

 
  

    Total Receivables, Net $13,461,069  
 

$11,216,306  
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For the Fiscal Year Ending June 30, 2014 
  
 
NOTE 4: CAPITAL ASSETS 
 
  Capital asset activity for the fiscal year ended June 30, 2014, was as follows: 
 
 
 

  
Beginning 

    
  

Balance 
   

Ending 

  
(As Restated) 

 
Additions 

 
Balance 

Governmental Activities: 
       Capital assets not being depreciated: 
         Land $ 446,488  $ 

 
$ 446,488  

  Construction in Progress 
 

  
 

395,274  
 

395,274  

 Total Capital Assets not 
        being depreciated 
 

446,488  
 

395,274  
 

841,762  

        Site improvements 
 

13,381,853  
   

13,381,853  
 Buildings & Building Improvements 

 
201,252,836  

   
201,252,836  

 Machinery & Equipment 
 

15,050,440  
 

946,606  
 

15,997,046  

  Totals at historical cost 
 

229,685,129  
 

946,606  
 

230,631,735  

        Gross Assets (Memo only) 
 

230,131,617  
 

1,341,880  
 

231,473,497  

        Less: Accumulated Depreciation 
        Site improvements 
 

(4,536,478) 
 

(628,762) 
 

(5,165,240) 
  Buildings & Building Improvements 

 
(105,229,982) 

 
(4,201,610) 

 
(109,431,592) 

  Machinery & Equipment 
 

(11,800,476) 
 

(899,794) 
 

(12,700,270) 

   Total Depreciation 
 

(121,566,936) 
 

(5,730,166) 
 

(127,297,102) 

       Total capital assets being 
      depreciated, net of depreciation 
 

108,118,193  
 

(4,783,560) 
 

103,334,633  

       Total Governmental Fund Activities $ 108,564,681  $ (4,388,286) $ 104,176,395  

       Proprietary Activities: 
        Machinery & Equipment $ 611,738  $ 4,500  $ 616,238  

   Totals at historical cost 
 

611,738  
 

4,500  
 

616,238  

        Less: Accumulated Depreciation 
        Machinery & Equipment 
 

(339,786) 
 

(38,095) 
 

(377,881) 

    Total Depreciation 
 

(339,786) 
 

(38,095) 
 

(377,881) 

       Total Proprietary Fund Activities $ 271,952  $ (33,595) $ 238,357  
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For the Fiscal Year Ending June 30, 2014 
 
 
 
NOTE 4:           CAPITAL ASSETS (CONTINUED) 
 

Depreciation expense was charged to functional expenses areas of the District   
as follows: 

 
 

Function 
 

Amount 
Regular Instruction $ (9,540) 
Other Instruction 

 
(629) 

Student & Instruction Related Services 
 

(128,462) 
General Administrative Services 

 
(30,392) 

School Administrative Services 
 

(4,735) 
Central Service 

 
(795) 

Administrative Technology 
 

(172,050) 
Plant, Operations & Maintenance 

 
(52,959) 

Pupil Transportation 
 

(493,715) 
Unallocated 

 
(4,836,889) 

   
 

$ (5,730,166) 

    
NOTE 5: LONG-TERM LIABILITIES 
 

Bonds are issued by the District pursuant to the provisions of Title 18A, 
Education, of the New Jersey Statutes and are required to be approved by the 
voters of the municipality through referendum.  The proceeds of bonds are 
recorded in the Capital Projects Fund and are restricted to the use for which 
they were approved in the bond referendum.  All bonds are retired in annual 
installments within the statutory period of usefulness 
 
School Bonds issued by the District are entitled to and benefit from the provision 
of the New Jersey School Board Reserve Act P.L. 1980 c.72.  Basically, funds 
are held by the State of New Jersey within its State Fund for the Support of Free 
Public Schools as a school bond reserve pledged by law to secure payment of 
principal and interest due on such bonds in the event of the inability of the issuer 
to make payments. 
 

   
 
 
 
 
 
 
 

57



  Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 5: LONG-TERM LIABILITIES (CONTINUED) 
 
 
  The   following   is   a   summary   of   transactions   that   affect   long-term  
  liabilities for the year ended June 30, 2014: 
 
 

  
Compensated 

   
Capital 

  
  

Absences 
 

Bonds 
 

Leases 
  

  
Payable 

 
Payable 

 
Payable 

 
Total 

Balance June 30, 2013 $ 2,267,673  $ 31,400,000  $ 1,155,792  $ 34,823,465  
 Additions 

 
25,717  

   
20,455,597  

 
20,481,314  

 Reductions 
 

  
 

3,830,000  
 

224,628  
 

4,054,628  

         Balance June 30, 2014 $ 2,293,390  $ 27,570,000  $ 21,386,761  $ 51,250,151  

         Amounts due within 
         one Year $ -0- $ 4,030,000  $ 454,079  $ 4,484,079  

          
 Debt Service Requirements: 

 
The annual requirements to amortize all debt outstanding as of June 30, 2014, 
including interest payments on issued debt, are as follows: 

 
 

Fiscal Year 
      June 30, 
 

Principal 
 

Interest 
 

Total 
FY2015 

 
$4,030,000 

 
$1,378,500 

 
$5,408,500 

FY2016 
 

4,240,000 
 

1,177,000 
 

5,417,000 
FY2017 

 
4,460,000 

 
965,000 

 
5,425,000 

FY2018 
 

4,695,000 
 

742,000 
 

5,437,000 
FY2019 

 
4,940,000 

 
507,250 

 
5,447,250 

FY2020 
 

5,205,000 
 

260,250 
 

5,465,250 

       
  

$27,570,000 
 

$5,030,000 
 

$32,600,000 
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NOTE 5: LONG-TERM LIABILITIES (CONTINUED) 
 

General obligation school and refunding bonds payable with their outstanding 
balances are comprised of the following individual issues: 

 
 
 
 

  
Amount  

 
Bonds  

  
Outstanding  

 
Authorized But 

Issue 
 

June 30, 2014 
 

Not Issued 

$42,690,000.00 in Refunding 
School Bonds dated November 
16, 2001, due in remaining 
annual installments ranging 
between $4,030,000.00 and 
$5,205,000.00 beginning March 
1, 2015 and ending March 1, 
2020 with interest of 5.00% $ 27,570,000 $ -0- 

     
 

$ 27,570,000  $ -0- 

      
  Refunding School Bonds 
   

In governmental funds, debt issuance costs are recognized in the current period.  
For the District-wide financial statements, governmental activity debt issuance 
costs are amortized straight-line over the life of the specific bonds (18 to 20 
years).  The cost associated with the issues of the various bonds amounted to 
$639,077.  The current year portion charged to the Statement of Activities was 
$34,303 leaving a balance of $182,324. Under the escrow agreement, the 
escrow is irrevocably pledged to the payment of principal and interest on the 
refunded bonds. As a result, the refunded obligations are considered to be 
defeased and the liability for those bonds has been removed from the financial 
statements. 

  
  Bonds Authorized but Not Issued 
 
  As of June 30, 2014 the District had no Bonds Authorized but not issued. 
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NOTE 5: LONG-TERM LIABILITIES (CONTINUED) 
 
  Capital Leases Payable 
    

The District is leasing various equipment and improvements totaling $21,611,389 
as follows: 
 

   Interest  
Description Date Term Rate Amount 

Technology Improvements 
and School Buses 12/31/13 5 Years 1.433% $1,155,792 
District Wide Energy 
Savings Improvement Plan 12/31/13 15 Years 2.690% $17,498,000 
Roof, Boiler and HVAC 
Replacement 12/31/13 5 Years 1.390% $2,957,597 

 
The following is a schedule of the future minimum lease payments under the 
capital lease and the present value of the net minimum lease payments at June 
30, 2014: 

 
   

Fiscal Year Ended 
 

Governmental  
June 30, 

 
Funds 

2015 
 

$505,330  
2016 

 
2,047,818  

2017 
 

3,184,262  
2018 

 
2,205,195  

2019 
 

1,207,651  
2020-2024 

 
6,551,275  

2025-2029 
 

7,412,811  
2030-2031 

 
3,158,261  

Total Minimum Lease Payments 
 

$26,272,603  
Less: Amount Representing Interest 

 
4,885,842  

   Present Value of Lease Payments 
 

$21,386,761  

      
 
 
 
 
 
 
 

60



Freehold Regional High School District 
Notes to the Financial Statements 

For the Fiscal Year Ending June 30, 2014 
 
 
NOTE 5: LONG-TERM LIABILITIES (CONTINUED) 
 
   OPERATING LEASES 
 

The District has a commitment to lease building space, and a parking lot under 
an operating lease that expires on October 31, 2014.  The District also has 
operating leases for copiers which expire on various dates over the next three 
years.  The total operating lease payments made during the year ended June 30, 
2014 were $292,717.  Future minimum lease payments are as follows: 

 
   

Years Ending June 30,  Principal 
   

2015   $  150,345 
2016  77,056 
2017  7,989 
2018                    729 

   
Total minimum lease payments   $  236,120 

 
NOTE 6: PENSION PLANS 
 

Description of Plans All required employees of the District are covered by the 
Public Employees’ Retirement System, the Teachers’ Pension and Annuity Fund 
or the Defined Contribution Retirement Program 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 each system will be assumed by the State of New Jersey should 
the system terminate.  The Division issues a publicly available financial report 
that includes the financial statements and required supplementary information for 
each of the above systems.  These reports may be obtained by writing to the 
Division of Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625 or 
on line at www.state.nj.us/treasury/pensions. 
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NOTE 6: PENSION PLANS (CONTINUED) 

 
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 
provision 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. 

 
Defined Contribution Retirement Program (DCRP) The Defined Contribution 
Retirement Program (DCRP) was established under the provision of Chapter 92, 
P.L. 2007 and Chapter 103, P.L. 2007 to provide coverage elected and certain 
appointed officials, effective July 1, 2007. Membership is mandatory for such 
individuals with vesting occurring after one year of membership. 

 
Significant Legislation   
 
Effective June 28, 2011, P.L. 2011, c. 78 enacted certain changes in the 
operations and benefit provisions of the TPAF and the PERS systems. 
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NOTE 6: PENSION PLANS (CONTINUED) 

 
Pension Plan Design Changes 
 
Effective June 28, 2011, P.L. 2011, c. 78,  new members of TPAF and PERS, 
hired on or after June 28, 2011, will need 30 years of creditable service and have 
attained the age of 65 for receipt of the early retirement benefit without a 
reduction of 1/4 of 1% for each month that the member is under age 65.  New 
members will be eligible for a service retirement benefit at age 65.  
 
Funding Changes 
 
Under the new legislation, the methodology for calculating the unfunded accrued 
liability payment portion of the employer’s annual pension contribution to the 
PERS, and TPAF.  The unfunded actuarial accrued liability (UAAL) will be 
amortized for each plan over an open-ended 30 year period and paid in level 
dollars.  Beginning with the July 1, 2019 actuarial valuation (July 1, 2018 for 
PFRS), the UAAL will be amortized over a closed 30 year period until the 
remaining period reaches 20, when the amortization period will revert to an open-
ended 20 year period. 
 
COLA Suspension 
 
The payment of automatic cost-of-living adjustment to current and future retirees 
and beneficiaries are suspended until reactivated as permitted by this law. 
 
Vesting and Benefit Provisions  The vesting and benefit provisions of 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 ten years of service, except for post-retirement healthcare 
benefits that vest after 25 years of service.   

 
 Members are always fully vested for their own contributions and, after three 

years of service credit, become vested for 2% of related interest earned on the 
contributions.  In the case of death before retirement, members’ beneficiaries are 
entitled to full interest credited to the members’ accounts. 

 
 Contribution Requirements  The contribution policy is set by N.J.S.A. 43:15A 

and N.J.S.A. 18:66, and requires contributions by active members and 
contributing employers.  Plan member and employer contributions may be 
amended by State of New Jersey legislation.   

 
Effective June 28, 2011, P.L. 2011, c. 78 provides for increases in the employee 
contribution rates: from 5.5% to 6.5% plus an additional 1% phased-in over 7 
years beginning in the first year, meaning after 12 months, after the law’s 
effective date for TPAF and PERS.  
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NOTE 6: PENSION PLANS (CONTINUED) 
 
 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 TPAF (i.e. the State of new Jersey makes the employer contribution 
on behalf of public school districts). 
 
 

 Three Year Trend Information for PERS  

       
  

 Annual   
 

 Percentage   
   Year Ended  

 
 Pension Cost  

 
 of APC  

 
 Net Pension  

 June 30,  
 

 (APC)  
 

 Contributed  
 

 Obligation  

       2014 
 

$1,868,770  
 

100% 
 

$1,868,770  
2013 

 
$1,815,385  

 
100% 

 
$1,815,385  

2012 
 

$2,134,170  
 

100% 
 

$2,134,170  

       
        Three Year Trend Information for TPAF (On-Behalf)  

       
  

 Annual   
 

 Percentage   
   Year Ended  

 
 Pension Cost  

 
 of APC  

 
 Net Pension  

 June 30,  
 

 (APC)  
 

 Contributed  
 

 Obligation  

       2014 
 

$3,070,663  
 

100% 
 

$3,070,663  
2013 

 
$4,500,451  

 
100% 

 
$4,500,451  

2012 
 

$2,196,940  
 

100% 
 

$2,196,940  

        
 In accordance with N.J.S.A. 18A:66-66 the State of New Jersey reimbursed the 

District for the years ended June 30, 2014, 2013 and 2012 $5,462,436, 
$5,385,922 and $5,388,350 respectively for the employer’s share of social 
security contributions for TPAF members, as calculated on their base salaries.   
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NOTE 7: GASB 45 – OTHER 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 eliminate 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, 2013, there were 100,134 retirees receiving post-
retirement medical benefits, and the State contributed $1.07 billion on their 
behalf. The cost of these benefits is funded through contributions by the State in 
accordance with P.L. 1994, c.62. Funding of post-retirement medical benefits 
changed from a pre-funding 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 employer paid 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 $173.8 million toward Chapter 126 benefits for 
17,356 eligible retired members in Fiscal Year 2013. 

 
The State will set the contribution rate based on the annual required contribution 
of the employers (ARC), an amount actuarially determined in accordance with 
the parameters of GASB Statement 45.  The ARC represents a level of funding 
that, if paid on an ongoing basis, is projected to cover normal cost each year and 
amortize any unfunded actuarial liabilities (or funding excess) of the plan over a 
period not to exceed thirty years.  The State’s contributions to the State Health 
Benefits Program Fund for TPAF retirees’ post-retirement benefits on behalf of 
the School Commission for the years ended June 30, 2014, 2013 and 2012 were 
$5,034,731, $5,088,874 and $4,416,424 respectively, which equaled the required 
contributions for each year.  The State’s contributions to the State Health 
Benefits Program Fund for PERS retirees’ post-retirement benefits on behalf of 
the School Commission was not determined or made available by the State of 
New Jersey. 
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NOTE 8: LITIGATION 
 

The District’s counsel advises that there is no litigation, pending litigation, claims, 
contingent liabilities, unasserted claims or assessments or statutory violations 
which involve the School District and which might materially affect the District's 
financial position. 

 
NOTE 9: CONTINGENCIES 

 
The District receives financial assistance from the State of New Jersey and the 
U.S. Government in the form of grants.  Entitlement to the funds is generally 
conditional upon compliance with terms and conditions of the grant agreements 
and applicable regulations, including the expenditure of the funds for eligible 
purposes.  The State and Federal grants received and expended in the 2013-
2014 fiscal year were subject to the U.S. OMB Circular A-133 and New Jersey 
OMB Circular 04-04 which mandates that grant revenues and expenditures be 
audited in conjunction with the District's annual audit if expenditures for federal or 
state programs exceed $500,000. Findings and questioned costs, if any, relative 
to federal and state financial assistance programs are discussed in the Single 
Audit Section, Schedule of Findings and Questioned Costs.  In addition, all 
grants and cost reimbursements are subject to financial and compliance audits 
by the grantors.  The District’s management does not believe any such audit 
would result in material amounts of disallowed costs. 
 
 

NOTE 9: 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 insurance coverage 
covering each of those risks of loss.  The administration believes such coverage 
is sufficient to preclude any significant uninsured losses to the District.  Settled 
claims have not exceeded the insurance coverage in any of the past three fiscal 
years. 
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NOTE 9: RISK MANAGEMENT (CONTINUED) 

 
New Jersey Unemployment Compensation Insurance The District has 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 due 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 unemployment trust fund for the 
current and previous two years: 

 
 

Year Ended 
   

District 
 

Employee 
 

Amount 
 

Ending  

June 30, 
 

Interest 
 

Contributions 
 

Contributions 
 

Reimbursed 
 

Balance 
2014 

 
$510  

   
$241,449  

 
$297,589  

 
$1,043,101  

2013 
 

383  
   

237,623  
 

390,928  
 

1,098,731  
2012 

 
504  

 
243,000  

 
221,317  

 
479,574  

 
1,251,653  

            
Workers’ Compensation Insurance - The Board is self insured for workers' 
compensation insurance.  Claims are managed by PMA Management Corp. through 
a service agreement for which competitive proposals were sought.  The financial 
statements reflect the current expenses of the program as well as an accrued 
liability for future claims against the current fiscal year.  At June 30, 2014, the 
amount was $2,120,000. 

 
Health Benefits - The District provides health benefits to employees through a 
minimum premium insurance policy administered by Horizon Blue Cross Blue Shield 
of New Jersey (“Horizon”). The incurred but not reported liability (“IBNR”) actuarially 
computed by Horizon was $3,544,800, at June 30, 2014.  It was also noted that the 
entire IBNR is adjusted for changes in estimate at year end and such changes are 
reflected in the district’s budget and the entire liability is treated as a liability for 
budgetary purposes. 
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NOTE 10: COMPENSATED ABSENCES 
 
The District accounts for compensated absences (e.g. unused vacation and 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 earn the rights to the benefits. 
 
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 amount to subsequent years. Upon 
retirement, employees shall be paid by the District for the unused sick leave in 
accordance with the Districts agreements with the various employee unions. 

 
The liability for vested compensated absences of the governmental fund types 
are recorded in the district - wide statement of net assets.  As of June 30, 2014, a 
liability existed for compensated absences for governmental fund-types in the 
district- wide Statement of Net Position of $2,293,390. 
 
For additional descriptive information see Note 1, Summary of Significant    
Accounting Policies. 

 
NOTE 11: FUND BALANCE APPROPRIATED 

 
General Fund The table below reflects the District’s Fund Balance at June 30, 
2014 on both a GAAP (Exhibit B-1) and Budgetary (Exhibit C-1) basis including 
the required adjustment related to the last state aid payment which under GAAP 
is not recognized: 
 
 

  
Budgetary 

   
GAAP 

  
Basis 

 
Adjustment 

 
Basis 

Restricted: 
        Excess Surplus: 
          Designated for Subsequent 
            Year's Expenditures $ 13,555,800  $ 

 
$ 13,555,800  

    Current Year 
 

11,169,674  
   

11,169,674  
  Maintenance Reserve 

 
1,928,412  

   
1,928,412  

  Capital Reserve 
 

4,121,759  
   

4,121,759  
  Emergency Reserve 

 
251,481  

   
251,481  

Assigned: 
        Encumbrances 
 

1,263,412  
 

(499,497) 
 

763,915  
Unassigned 

 
4,586,534  

 
(4,586,534) 

 
  

       
 

$ 36,877,072  $ (5,086,031) $ 31,791,041  
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NOTE 12:     CALCULATION OF EXCESS SURPLUS – BUDGETARY BASIS 
 

Calculation of Excess Surplus  In accordance with N.J.S.A. 18A:7F-7, as 
amended by P.L. 2007, c73 (S1701), the Restricted Fund Balance-  Excess 
Surplus is a required calculation pursuant to the New Jersey Comprehensive 
Educational Improvement and Financing Act of 1996 (CEIFA).  New Jersey school 
districts are required to reserve General Fund fund balance at the fiscal year end 
of June 30 if the District did not appropriate a required minimum amount as 
budgeted fund balance in the subsequent year’s budget.   
 
 

General Fund Expenditures: 
     Fiscal Year Ended, June 30 2014 
  

$ 183,753,314  

     Less: 
     Reimb. TPAF Social Security Contributions $ 5,462,436  

   Reimb. TPAF Pension Contributions 
 

8,105,394  
  

    
13,567,830  

Adjusted General Fund Expenditures 
   

170,185,484  
Excess Surplus Percentage 

   
2.00% 

    
3,403,710  

Increased by: 
     Non-Public Transportation Aid (unbudgeted) 
 

73,833  
   Extraordinary Aid (unbudgeted) 

 
1,108,991  

  
    

1,182,824  
Maximum Unreserved/Undesignated 

     General Fund Balance 
   

4,586,534  

     Actual Unassigned 
     General Fund Balance 
   

15,756,208  

     Excess Surplus 
  

$ 11,169,674  

     Recapitulation of Excess Surplus, June 30, 
2014: 

    Reserved  for Excess Surplus - Designated for 
      Subsequent Year's Expenditure 
  

$ 13,555,800  
Reserved for Excess Surplus 

   
11,169,674  

     
   

$ 24,725,474  

     Based on the above calculation, as of June 30, 2014, $13,555,800 is reported as 
Reserved Fund Balance Excess Surplus Designated for Subsequent Year’s 
Expenditure  and  is  required  to  be  appropriated  for  property  tax  relief  in  
the 2014-15 budget. $11,169,674 is reported as Reserved Fund Balance Excess 
Surplus and is required to be appropriated for property tax relief in the 2015-16 
budget. 
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NOTE 13: INTERFUND RECEIVABLES AND PAYABLES 
 
The following interfund balances remained on the balance sheet at June 30, 
2014: 
 

 
Interfund Balance 

Fund 
 

 Receivable  
 

 Payable  

     General Fund $ 8,032,314 $ 330 
Special Revenue Fund 

   
2,129,944 

Capital Projects Fund 
   

114,489 
Proprietary Funds 

 
264 

 
417,345 

Fiduciary Funds 
 

66 
 

5,370,536 

     
 

$ 8,032,644 $ 8,032,644 

      
All balances resulted from the time lag between the dates that short-term loans 
were disbursed and payments between funds were received.  
 
 

NOTE 14: CAPITAL RESERVE ACCOUNT 
 

A capital reserve account was established by the Freehold Regional High School 
District 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. 
  
Funds 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 of Education, a district may increase the balance in 
the capital reserve by appropriating funds in the annual general fund budget 
certified for taxes or by transfer by Board resolution at year end (June 1 to June 
30) of any unanticipated revenue or unexpended line item appropriations, or 
both.  A district may also appropriate additional amounts when the express 
approval of the voters has been obtained by either a separate proposal at budget 
time or by a special question at one of the four special election dates authorized 
by N.J.S.A. 19:60-2. Pursuant to N.J.A.C. 6A:23A-14.1(g), the balance in the 
account cannot at any time exceed the local support costs of uncompleted capital 
projects in its approved LRFP. 
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NOTE 14: CAPITAL RESERVE ACCOUNT (CONTINUED) 
 
The activity of the capital reserve for the July 1, 2013 to June 30, 2014 fiscal year 
is as follows: 
 
 
 
Balance, July 1, 2013 

  
$ 2,116,552  

     Increased by: 
      Board Resolution dated 06/23/14 $ 2,000,000  

     Interest 
 

5,207  
  

    
2,005,207  

     Balance, June 30, 2014 
  

$ 4,121,759  

      
 

NOTE 15: EMERGENCY RESERVE ACCOUNT 
 
In accordance with N.J.S.A. 18A:7F-41c(1), an emergency reserve account was 
established by the District.  The emergency reserve account is maintained in the 
general fund.  
 
The funds in the reserve shall be used to finance unanticipated general fund 
current expense costs required for T&E. For the purpose of the emergency 
reserve account “unanticipated” shall mean reasonably unforeseeable and shall 
not include additional costs caused by poor planning or error.  
 
The account balance is not to exceed $250,000 or one percent of the district’s 
general fund budget up to a maximum of $1,000,000 whichever is greater. 
Withdrawals require approval by the Commissioner. 
 
At June 30, 2014, the balance of the Emergency Reserve Account was $251,481 
and is within the statutory limitations. 
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NOTE 15: EMERGENCY RESERVE ACCOUNT (CONTINUED) 
 

The activity of the emergency reserve for the July 1, 2013 to June 30, 2014 fiscal 
year is as follows: 

 
 

Balance, July 1, 2013 
  

$ 250,864  

     Increased by: 
       Interest $ 617  

  
    

617  

     Balance, June 30, 2014 
  

$ 251,481  

       
 
NOTE 16: MAINTENANCE RESERVE ACCOUNT 

 
In accordance with N.J.S.A. 18A:7G-13, a Maintenance reserve account was 
established by the District.  The Maintenance reserve account is maintained in 
the general fund.  
 
A district board of education or board of school estimate, as appropriate, may 
increase the balance in the maintenance reserve account by appropriating funds 
in the annual general fund budget certified for taxes. 
 
A district board of education or board of school estimate, as appropriate, may by 
resolution withdraw such funds from the maintenance reserve account and 
appropriate into the required maintenance account lines at budget time or any 
time during the year for use on required maintenance activities for a school 
facility as reported in the comprehensive maintenance plan pursuant to N.J.A.C. 
6A:26A-4. 
 
The district board of education shall ensure that the maintenance reserve 
account balance does not, at any time, exceed four percent of the replacement 
cost of the school district’s school facilities for the current year. If the account 
exceeds this maximum amount at June 30, the district board of education shall 
reserve and designate such excess in the subsequent year’s budget. 
 
At June 30, 2014, the balance of the Maintenance Reserve Account was 
$1,928,412 and is within the statutory limitations. 
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NOTE 16: MAINTENANCE RESERVE ACCOUNT (CONTINUED) 
 

The activity of the emergency reserve for the July 1, 2013 to June 30, 2014 fiscal 
year is as follows: 

 
 

Balance, July 1, 2013 
  

$ 1,424,907  

     Increased by: 
      Board Resolution dated 06/23/14 $ 500,000  

     Interest 
 

3,505  
  

    
503,505  

     Balance, June 30, 2014 
  

$ 1,928,412  

     NOTE 17: INVENTORY 
 
 Inventory in the Food Service Fund at June 30, 2014 consisted of the following: 
    
  Food and Supplies $17,867 
 

The value of Federal donated commodities as reflected on Schedule A (required 
by the Single Audit Amendments of 1996) is the difference between market value 
and cost of the commodities at the date of purchase and has been included as 
an item of non-operating revenue in the financial statements. 
 

NOTE 18: PRIOR PERIOD ADJUSTMENTS 
 

The adjustments below were reflected against the beginning Net Assets balance 
on the District Wide Statements as follows: 
 

  
Governmental 

 
Business-Type 

  
Activities 

 
Activities 

Beginning Net Position 06/30/13 $ 91,462,885  $ 385,540  

     Adjustments: 
     Understatement of Net Investment in 
       Capital Assets 
 

10,280,055  $ 196,159  

     Beginning Net Position 06/30/13 (As restated) $ 101,742,940  $ 581,699  

      
 
The Net investment in capital assets balance was restated to properly reflect the 
results of the District’s recent updated inventory performed in July of 2014. 
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NOTE 19: SUBSEQUENT EVENTS 
 

The Board of Education has evaluated subsequent events occurring after the 
financial statement date through November 26, 2014 which is the date the 
financial statements were available to be issued.  The District has determined 
that there are no material subsequent events that need to be disclosed accept as 
noted below. 
 
On July 28, 2014 the District entered into a lease agreement in the amount of 
$331,100 for the purchase of six school buses. The lease is for a term of five 
year with an interest rate of 1.39% 
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Financial Trends: 

FREEHOLD REGIONAL HIGH SCHOOL DISTRICT 
STATISTICAL SECTION 

These schedules contain trend information to help the reader understand how 
the district's financial performance and well being have changed over time. 

Revenue Capacity: 

These schedules contain information to help the reader assess the district's 
most significant local revenue source, the property tax. 

Debt Capacity: 

These schedules present information to help the reader assess the affordability 
of the district's current levels of outstanding debt and the district's ability to issue 
additional debt in the future. 

Demographic and Economic Information: 

These schedules offer demographic and economic indicators to help the reader 

J-1 to J-4 

J-5 to J-9 

J-10toJ-13 

understand the environment within which the district's financial activities take place. J-14 to J-15 

Operating Information: 

These schedules contain service and infrastructure data to help the reader understand 
how the information in the district's financial report relates to the services the district 
provides and the activities it performs. J-16 to J-20 

Sources 

Unless otherwise noted, the information in these schedules is derived from the comprehensive annual 
financial reports (CAFR) for the relevant year. 
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SINGLE AUDIT SECTION 



EXHIBIT “K-1" 
 
 
 
 
 
 
 
 
 
 

                               
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 
OTHER MATTERS BASED ON AN AUDIT OF BASIC FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

 
 
Honorable President and Members 
 of the Board of Education 
Freehold Regional High School District 
County of Monmouth 
Englishtown, 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 
Freehold Regional High School District (the "District") as of and for the year ended June 30, 2014, 
and the related notes to the financial statements, which collectively comprise the District’s financial 
statements, and have issued our report thereon dated November 26, 2014.   
 
Internal Control Over Financial Reporting 
 

In planning and performing our audit of the financial statements, we considered the  District’s 
control over financial reporting (internal control) to determine the audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinions on the financial statements but not for 
the purpose of expressing an opinion on the effectiveness of the  District’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of the Freehold Regional High School 
District’s internal control.   
 

A deficiency in internal control exists 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 a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the District’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. 

 
  
 

SCC SUP LEE,  CLOONE Y & COMP A NY 
      C E R T I F I E D  P U B L I C  A C C O U N T A N T S  
            308 East Broad Street,  Westf ield,  New Jersey 07090-2122  
                    Telephone 908-789-9300        Fax 908-789-8535 
         E-mai l   in fo@scnco . com 
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SuPLEE, CLOONEY & CoMPANY 

Our consideration of internal control was for the limited purpose 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. We did note immaterial instances of 
noncompliance that we have reported to the Board of Education of the Freehold Regional High School 
District in a separate Auditor's Management Report on Administrative Findings - Financial and 
Compliance dated November 26, 2014. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the District's financial statements 
are free from material misstatement, we performed tests of its 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 
District'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 District's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

November 26, 2014 
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EXHIBIT “K-2" 
 
 
 
 
 
 
 
 
 
 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR FEDERAL 

AND STATE FINANCIAL ASSISTANCE PROGRAMS AND ON 
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE  

WITH U.S. OMB CIRCULAR A-133 AND NEW JERSEY OMB CIRCULAR 04-04 
 
 

Honorable President and Members 
 of the Board of Education 
Freehold Regional High School District 
County of Monmouth 
Englishtown, New Jersey  
 
 
Report on Compliance for Each Major Federal and State Program 
 

We have audited the Freehold Regional High School District’s compliance with the types of 
compliance requirements described in the OMB Circular A-133 Compliance Supplement and the New 
Jersey OMB State Grant Compliance Supplement that could have a direct and material effect on each 
of the Freehold Regional High School District’s major federal and state programs for the year ended 
June 30, 2014.  The District’s major federal and state programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs. 

 
Management’s Responsibility 
 

Management is responsible for compliance with the requirements of laws, regulations, 
contracts, and grants applicable to its federal and state programs. 

 
Auditor’s Responsibility 
 

Our responsibility is to express an opinion on compliance for each of the Freehold Regional 
High School District’s major federal and state programs based on our audit of the types of compliance 
requirements referred to above. We conducted our audit of compliance in accordance with auditing 
standards generally accepted in the United States of America; the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations 
and New Jersey OMB 04-04. Those standards, OMB Circular A-133 and New Jersey OMB 04-04 
require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct 
and material effect on a major federal or state program occurred. An audit includes examining, on a 
test basis, evidence about the Freehold Regional High School District’s compliance with those 
requirements and performing such other procedures as we considered necessary in the 
circumstances. 

SCC SUP LEE,  CLOONE Y & COMP A NY 
      C E R T I F I E D  P U B L I C  A C C O U N T A N T S  
            308 East Broad Street,  Westf ield,  New Jersey 07090-2122  
                    Telephone 908-789-9300        Fax 908-789-8535 
         E-mai l   in fo@scnco . com 
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SUPLEE, CLOONEY & COMPANY 

We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal and state program. However, our audit does not provide a legal determination of the 
Freehold Regional High School District's compliance. 

Opinion on Each Major Federal and State Program 

In our opinion, the Freehold Regional High School District complied, in all material respects, 
with the types of compliance requirements referred to above that could have a direct and material 
effect on each of its major federal and state programs for the year ended June 30, 2014. 

Report on Internal Control Over Compliance 

Management of the Freehold Regional High School District is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance requirements 
referred to above. In planning and performing our audit of compliance, we considered Freehold 
Regional High School District's internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal and state program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an 
opinion on compliance for each major federal program and to test and report on internal control over 
compliance in accordance with OMB Circular A-133 and New Jersey OMB 04-04, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the Freehold Regional High School 
District's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal or state program on a timely basis. A material weakness in 
internal control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance requirement 
of a federal or state program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133 and State of New Jersey OMB 04-04. Accordingly, this report is 
not suitable for any other purpose. 

November 26, 2014 
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