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WEST CAPE MAY BOARD OF EDUCATION
301 Moore Street
West Cape May, New Jersey 08204-1199
(609) 884-4614 / FAX (609) 884-0932

Maureen McLaughlin

Alfred Savio, Ed.D.
Supervisor

Chief School Administrator
School Business Administrator/Board Secretary

November 27, 2015

Honorable President and Members of the Board of Education
Citizens and Taxpayers of the West Cape May School District

Dear Board and Community Members:

It is with pleasure that we submit the Comprehensive Annual Financial Report (CAFR) of the West Cape May
School District for the fiscal year ended June 30, 2015. This CAFR includes the District’s Basic Financial
Statement prepared in accordance with Governmental Accounting Standards Board Statement 34.
Responsibility for both the accuracy of the data and completeness and fairness of the presentation, including
all disclosures, rests with the management of the Board of Education (Board). To the best of our knowledge
and belief, the data presented in this report is accurate in all material respects and is reported in a manner
designed to present fairly the financial position and results of operations of the various funds and account
groups of the District. All disclosures necessary to enable the reader to gain an understanding of the

District's financial activities have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical
and single audit. The introductory section includes this transmittal letter, the District's organizational chart
and a list of principal officials. The financial section includes the general purpose financial statements and
schedules, as well as the auditor's report thereon. The statistical section includes selected financial and
demographicinformation, generally presented on a multi-year basis. The District is required to undergo an
annual single audit in conformity with the provisions of the Single Audit Act of 1984 and the U.S. Office of
Management and Budget Circular A-133 "Audits of State and Local Governments", and New Jersey OMB’s
Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid". Information
related to this single audit, including the auditor's report on the internal control structure and compliance
with applicable laws and regulations and findings and recommendations, is included in the single audit

section of this report.

1) REPORTING ENTITY AND ITS SERVICES: West Cape May School District is an independent reporting entity
within the criteria adopted by the GASB as established by NCGA Statement No. 3. All funds and account
groups of the District are included in this report. The West Cape May Board of Education and the West Cape

May Elementary School constitute the District's reporting entity.

The District provides a full range of educational services appropriate to grade levels Pre-Kindergarten
through 6. These include regular as well as special education for handicapped youngsters. The District
completed the 2014-2015 fiscal year with an enrollment of 82 students, which is an increase of 7 students

2

“We Are West Cape May Proud”



over the enroliment of the previous year. The following details the changes in the student enrollment of the

District over the last ten years.
Average Daily Enroliment

Fiscal Year Student Enrollment B Percentage Change
2014-2015 82 9.33%
2013-2014 75 15.38%
2012-2013 65 25.00%
. 2011-2012 _ 52 23.80% ]
2010-2011 42 13.51%
2009-2010 37 {11.90%)
2008-2009 42 (19.23%) |
2007-2008 52 4.00%
2006-2007 50 (10.71%)
2005-2006 56 (20.00%)

2) ECONOMIC CONDITION AND QUTLOOK: Single family construction has slowed throughout the County and
the Borough. This construction has not had an impact on school enroliment. Due to the district’s approval by
the New Jersey Department of Education as an Interdistrict Public School Choice school since the 2011-12
school year, we have accepted many new students in the district, contributing to the four consecutive years
of growth noted in the table above. There are many applications for the 2015-16 school year that will allow
for continued growth in the coming year. The outlook for the district’s long-term viability continues to be
very positive.

3) MAJOR INITIATIVES: The solar panels installed three years ago under a 15-year Power Purchase
Agreement with Cambria Solar have allowed the district to drastically cut its electric bill, with savings to
continue over the next 11 years. Two years ago, a rooftop HVAC unit was replaced in the gymnasium through
the NJ Direct Install program. Each classroom is now equipped with a SMART board to enhance use of
technology in the delivery of instruction. A new writing program for all grade levels was implemented two
years ago. After amending its Long-Range Facilities Plan and approval of two (2) Regular Operating District
(ROD) grants, the district upgraded security with a secure vestibule at the entrance, HVAC upgrades in the
old section of the building, and new doors and windows in the old section of the building.

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

As a recipient of federal and state financial assistance, the District also is responsible for ensuring that an
adequate internal control structure is in place to ensure compliance with applicable laws and regulations




related to those programs. This internal control structure is also subject to periodic evaluation by the District
management.

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

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

An encumbrance accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at year-end are either canceled or are included as reappropriations of fund
balance in the subsequent year. Those amounts to be reappropriated are reported as reservations of fund
balance at June 30, 2015.

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

7) CASH MANAGEMENT: The investment policy of the District is guided in large part by state statute as
detailed in "Notes to the Financial Statements", Note 2. The District has adopted a cash management plan
which requires it to deposit public funds in public depositories protected from loss under the provisions of
the Governmental Unit Deposit Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect
Governmental Units from a loss of funds on deposit with a failed banking institution in New Jersey. The law
requires governmental units to deposit public funds only in public depositories located in New Jersey, where
the funds are secured in accordance with the Act.

8) RISK MANAGEMENT: The Board carries various forms of insurance, including but not limited to general
liability, automobile liability, hazard and theft insurance on property and contents, and fidelity bonds.

9) OTHER INFORMATION:

A) Independent Audit - State statutes require an annual audit by independent certified public
accountants or registered municipal accountants. The accounting firm of Inverso & Stewart, CPAs,
was selected by the Board. In addition to meeting the requirements set forth in state statutes, the
audit also was designed to meet the requirements of the Single Audit Act of 1984 and the related
OMB Circular A-133 and New Jersey OMB'’s Circular 04-04, Single Audit Policy for Recipients of
Federal Grants, State Grants and State Aid. The auditor's report on the general purpose financial
statements and combining and individual fund statements and schedules is included in the financial




section of this report. The auditor's reports related specifically to the single audit are included in the
single audit section of this report.

10) ACKNOWLEDGEMENTS:

We would like to express our appreciation to the members of the West Cape May Board of Education for
their concern in providing fiscal accountability to the citizens and taxpayers of the school district and thereby
contributing their full support to the development and maintenance of our financial operation.

Respectful!)? submitted,

Alfred/avio, Ed.D.
Chief School Administrator / School Business Administrator / Board Secretary
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INVERSO & STEWART, LLC

Certified Public Accountants

651 Route 73 North, Suite 402 -Member of-
Marlton, New Jersey 08053 American Institute of CPAs
(856) 983-2244 New Jersey Society of CPAs

Fax (856) 983-6674
E-Mail: Iscpas@concentric.net

INDEPENDENT AUDITOR’S REPORT

The Honorable President and Members
of the Board of Education

West Cape May School District

County of Cape May

West Cape May, New Jersey

Report on the Financial Statements

I 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 West Cape May School District, in the County of Cape
May, State of New Jersey, as of and for the fiscal year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the School District's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. 1 conducted my audit 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
in compliance with audit requirements as prescribed by the Office of School Finance, Department of Education, State of
New Jersey. Those standards require that 1 plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the School 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 School District’s internal control. Accordingly, I 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.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinions.
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Opinions

In my 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 West Cape May School District, in the County of Cape May, State of New Jersey, as of June 30, 2015,
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.

Emphasis of Matter

As discussed in Note 8 to the financial statements, during the fiscal year ended June 30, 2015, the School District adopted
the following new accounting standards issued by the Governmental Accounting Standards Board (GASB): Statement
No. 68, Accounting and Financial Reporting for Pensions and GASB Statement No. 71, Pension Transition for
Contributions Made Subsequent to the Measurement Date. My opinion is not modified with respect to this matter.

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 as listed in the table of contents 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. I 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 inquires of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to my inquiries, the basic financial statements,
and other knowledge [ obtained during my audit of the basic financial statements. I do not express an opinion or provide
any assurance on the information because the limited procedures do not provide me with sufficient evidence to express an
opinion or provide any assurance.

Other [nformation

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
West Cape May School District’s basic financial statements. The accompanying combining statements and related major
fund supporting statements and schedules and Schedules of Expenditures of Federal Awards and State Financial
Assistance, as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations and State of New Jersey OMB’s Circular 04-04 and/or 15-08, as applicable, Single Audit
Policy for Recipients of Federal Grants, State Grants and State Aid, are presented for purposes of additional analysis and
are not a required part of the financial statements.

The accompanying combining statements and related major fund supporting statements and schedules and Schedules of
Expenditures of Federal Awards and State Financial Assistance are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In my
opinion, the information described in the previous paragraph is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

The introductory section and statistical section have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, I do not express an opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also issued my report dated November 27, 2015 on my
consideration of the West Cape May School District’s internal control over financial reporting and my 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 my testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
the West Cape May School District’s internal control over financial reporting and compliance.

INVERSO & STEWART, LLC
Certified Public Accountants

DA

Robert P. Inverso
Certified Public Accountant
Public School Accountant
Marlton, New Jersey
November 27, 2015
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INVERSO & STEWART, LLC
Certified Public Accountants
651 Route 73 North, Suite 402 ~Member of-
Marlton, New Jersey 08053 American Institute of CPAs
(856) 983-2244 New Jersey Society of CPAs

Fax (856) 983-6674
E-Mail: Iscpas@concentric.net

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

The Honorable President and Members
of the Board of Education

West Cape May School District

County of Cape May

West Cape May, New Jersey

I 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 the Government Auditing Standards, issued by the Comptroller
General of the United States; and the audit requirements as prescribed by the Office of School Finance, Department of
Education, State of New Jersey, the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the West Cape May School District, in the County of Cape
May, State of New Jersey, as of and for the year ended June 30, 2015, and the related notes to the financial statements,
which collectively comprise the School District’s basic financial statements, and have issued my report thereon dated
November 27, 2015,

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered the West Cape May School District’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing my opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the School District’s internal control, Accordingly, I do not express an
opinion on the effectiveness of the West Cape May 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 combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the School 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.

My 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 my audit I did not identify any deficiencies in internal control that I consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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K-1
Compliance and Other Matters

As part of obtaining reasonable assurance about whether the West Cape May School District’s financial statements are
free of material misstatement, I 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 my
audit and, accordingly, I do not express such an opinion. The results of my tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards and audit requirements as
prescribed by the Office of School Finance, Department of Education, State of New Jersey.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the School District’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards and
audit requirements as prescribed by the Office of School Finance, Department of Education, State of New Jersey in
considering the School District’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

INVERSO & STEWART, LLC
Certified Public Accountants

iy

Robert P. Inverso
Certified Public Accountant
Public School Accountant
Marlton, New Jersey
November 27, 2015

14



Required Supplementary Information - Part |

Management's Discussion and Analysis




West Cape May School District
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2015

As management of the Board of Education of the Borough of West Cape May, New Jersey (School
District), we offer readers of the School District’s financial statements this narrative overview and analysis
of the School District for the fiscal year ended June 30, 2015. We encourage readers to consider the
information presented in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found in the introductory section of this report.

Financial Highlights

L] The assets of the School District exceeded its liabilities at the close of the most recent fiscal
year by $1,469,0632(net position).

" Governmental activities have a deficit unassigned net position of $33,338. The accounting
treatment in the governmental funds for compensated absences payable, and the last two state
aid payments are primarily responsible for this balance.

L] The total net position of the School District increased by $402,625, or a 37.76% increase from
the prior fiscal year-end balance. The majority of the increase is attributable to results of
operations in the governmental funds.

" Fund balance of the School District’s governmental funds increased by $591,242
resulting in an ending fund balance of $1,297,355. The increase in ending fund balance is due
to the results of operations in the General Fund and Capital Projects Fund.

' Business-type activities have unrestricted net position of $2,319, which may be used to meet
the School District’s ongoing obligations of the food service and child care operations.

] The School District’s long-term obligations increased by $163,637 which is the result of the
principal payment on long-term debt obligations and an increase in capital leases and
compensated absences.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the School District’s basic financial
statements. Comparison to the prior year’s activity is provided in this document. The basic financial
statements are comprised of three components: 1) District-wide financial statements, 2) Fund financial
statements, and 3) Notes to the basic financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

District-wide Financial Statements

The district-wide financial statements are designed to provide the reader with a broad overview of the
financial activities in a manner similar to a private-sector business. The district-wide financial statements
include the statement of net position and the statement of activities.

The statement of net position presents information about all of the School District’s assets and liabilities.
The difference between the assets and liabilities is reported as net position. Over time, changes in net
position may serve as a useful indicator of whether the financial position of the School District is
improving or deteriorating.
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The statement of activities presents information showing how the net position of the School District
changed during the current fiscal year, Changes in net position are recorded in the statement of activities
when the underlying event occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement even though the resulting cash flows may be recorded in a future
period.

Both of the district-wide financial statements distinguish functions of the School District that are supported
from taxes and intergovernmental revenues (governmental activities) and other functions that are intended
to recover all or most of their costs from user fees and charges (business-type activities). Governmental
activities consolidate governmental funds including the General Fund, Special Revenue Fund, Capital
Projects Fund, and Debt Service Fund. Business-type activities include the Food Service Fund.

Fund Financial Statements

Fund financial statements are designed to demonstrate compliance with finance-related requirements. A
fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific objectives. All of the funds of the School District are divided into three categories:
governmental funds, proprietary funds and fiduciary funds.

Governmental funds account for essentially the same information reported in the governmental activities of
the district-wide financial statements. However, unlike the district-wide financial statements, the
governmental fund financial statements focus on near-term financial resources and fund balances. Such
information may be useful in evaluating the financing requirements in the near term.

Since the governmental funds and the governmental activities report information using the same functions,
it is useful to compare the information presented. Because the focus of each report differs, a reconciliation
is provided on the fund financial statements to assist the reader in comparing the near-term requirements
with the long-term needs.

The School District maintains four individual governmental funds. The major funds are the General Fund,
the Special Revenue Fund, the Capital Projects Fund, and the Debt Service Fund. They are presented
separately in the fund financial statements.

The School District adopts an annual appropriated budget for the General Fund, Special Revenue Fund and
the Debt Service Fund. A budgetary comparison statement has been provided for each of these funds to
demonstrate compliance with budgetary requirements.

Proprietary funds are used to present the same functions as the business-type activities presented in the
district-wide financial statements. The School District maintains one type of proprietary fund - the
Enterprise Fund. The fund financial statements of the enterprise fund provides the same information as the
district-wide financial statements, only in more detail.

The School District’s enterprise funds are the Food Service Fund and the Child Care Fund which are listed
individually and is considered to be a major fund.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.

Fiduciary funds are not reflected in the district-wide financial statements because the resources of those
funds are not available to support the School District’s programs.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statement.
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Other Information

In addition to the basic financial statements and accompanying notes, this report also contains other
supplementary information and schedules required by the New Jersey Audit Program, issued by the New
Jersey Department of Education.

District-wide Financial Analysis

The assets of the School District are classified as current assets and capital assets. Cash, investments,
receivables, inventories and prepaid expenses are current assets. These assets are available to provide
resources for the near-term operations of the School District. The majority of the current assets are the
results of the tax levy and state aid collection process.

Capital assets are used in the operations of the School District. These assets are land, buildings,
improvements, equipment and vehicles. Capital assets are discussed in greater detail in the section titled,
Capital Assets and Debt Administration, elsewhere in this analysis.

Current and long-term liabilities are classified based on anticipated liquidation either in the near-term or in
the future. Current liabilities include accounts payable, unearned revenues, and current debt obligations.
The liquidation of current liabilities is anticipated to be either from currently available resources, current
assets or new resources that become available during fiscal year 2015. Long-term liabilities such as long-
term debt obligations and compensated absences payable will be liquidated from resources that will
become available after fiscal year 2015,

The assets of the primary government activities exceeded liabilities by $1,464,567 with a deficit unassigned
balance of $33,338. The net position of the primary government does not include internal balances.

A net investment of $403,534 in land, improvements, buildings, equipment and vehicles which provide the
setvices to the School District’s 82 public school students, represents 27.55% of the School District’s net
position, Net position of $867,902 has been restricted to provide resources for future capital expansion,
$70,000 has been restricted for maintenance reserve, $50,000 has been restricted for emergency reserve
$50,091 is restricted as excess surplus, $8,311 is reserved for encumbrances and $48,067 has been
appropriated in the 2015/2016 Budget.
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West Cape May School District
Comparative Summary of Net Position
As of June 30, 2015 and 2014

Governmental Activities Business-Type Activities District-Wide
2015 2014 2015 2014 2015 2014

Assets:
Current assets $ 1,298,998 $ 704,718 $ 2,319 $ 7,814 $ 1,301,317 $ 712,532
Capital assets 858,534 892,808 2,146 2,308 860,680 895,116
Total assets 2,157,532 1,597,526 4,465 10,122 2,161,997 1,607,648
Deferred Outflows of
Resources 9,748 9,748
Liabilities:
Current Liabilities 107,885 60,197 3,909 107,885 64,106
Noncurrent Liabilities 512,222 265,306 512,222 265,306
Total liabilities 620,107 325,503 - 3,909 620,107 329,412
Deferred Inflows of
Resources 82,606 82,606
Net position $ 1,464,567 $ 1,272,023 $ 4,465 $ 6,213 $ 1,469,032 $ 1278236
Net position consists of:
Investment in capital

Assets $ 403,534 $ 597,808 $ 2,146 2,308 $ 405,680 $ 600,116
Restricted net position 1,094,371 503,752 1,094,371 503,752
Unrestricted net position (33,338) 170,463 2,319 5 3,905 (31,019) 174,368
Net position $ 1,464,567 $ 1,272,023 $ 4,465 $ 6,213 $ 1,469,032 $ 1278236

Governmental Activities
Governmental activities increased the net position of the School District by $404,373
during the current fiscal year. Key elements of the increase in net position for governmental activities are
as follows:

= Depreciation expense of $46,933.

= Capital outlay of $12,659.

= Repayment of bond principal of $55,000.

=  Results of operations in the Capital Fund of $531,848

Business-type Activities

Business-type activities decreased the School District’s net position slightly. Key elements of the decrease
in net position for Business-type activities are as follows:

= Food Service program expenditures exceeded revenues by $1,413.

8 Child Care program expenditures exceeded revenues by $335.
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West Cape May School District
Comparative Schedule of Changes in Net Position
As of and for the Fiscal Years Ended June 30, 2015 and 2014

Governmental Activities Business-Type Activities District-Wide
2015 2014 2015 2014 2015 2014
Revenues:
Program Revenues
Charges for services $ - $ - $ 13,551 $ 11,041 $ 13,551 $ 11,041
Operating grants and
Contributions 203,445 175,687 15,875 9,421 219,320 185,108
General Revenues:
Property Taxes 887,788 873,041 887,788 873,041
Unrestricted State Aid 814,598 462,386 814,598 462,386
Tuition 3,070 14,400 3,070 14,400
Other Revenues 225,874 15,512 3 3 225,877 15,515
Total Revenues 2,134,775 1,541,026 29,429 20,465 2,164,204 1,561,491
Expenses:
Governmental Activities:
Instruction 746,498 742,939 746,498 742,939
Tuition 14,067 22,167 14,067 22,167
Related Services 240,549 258,963 240,549 258,963
Administrative
Services 66,453 72,239 66,453 72,239
Operations and
Maintenance 434,335 129,453 434,335 129,453
Transportation 10,702 9,011 10,702 9,011
Unallocated Benefits 205,986 197,764 205,986 197,764
Interest on long-term
Debt 11,812 14,494 11,812 14,494
Other
Business-Type Activities:
Child Care 8,517 6,064 8,517 6,064
Food Service Operations 22,660 11,264 22,660 11,264
Total Expenses 1,730,402 1,447,030 31,177 17,328 1,761,579 1,464,358
Increase in net position
Before transfers 404,373 93,996 (1,748) 3,137 402,625 97,133
Transfers
Changes in net position 404,373 93,996 (1,748) 3,137 402,625 97,133
Net position, July 1,
As Restated, 1,060,194 1,178,027 6,213 3,076 1,066,407 1,181,103
Net position, June 30, $ 1,464,567 $ 1,272,023 $ 4,465 $ 6,213 $ 1,469,032 $ 1,278,236
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Financial Analysis of the Governmental Funds

As noted earlier, the School District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds - The focus of the School District’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the School District’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the School District’s governmental funds reported a combined
ending fund balance of $1,297,355, an increase of $591,242 in comparison with the prior year. The
increase is the result of operations in the General Fund and Capital Projects Fund.

The fund balance for the School District at the end of the fiscal year consists of unassigned fund balance in
the General Fund of $202,984 and Capital Projects fund of 531,848. The remainder of the fund balance is
reserved to indicate that it is not available for new spending because it has already been committed as
restricted cash reserved for future capital outlay expenditures of $336,054, $70,000 is reserved for
maintenance, $50,000 is reserved for emergencies, $50,091 is reserved for excess surplus, $8,311 is
reserved for encumbrances, and $48,067 is reserved for subsequent budget appropriation.

The general fund is the chief operating fund of the School District. As discussed earlier, the balance in the
unassigned fund balance is due, primarily, to the accounting treatment of compensated absences and the
last two state aid payments.

General Fund Budgetary Highlights

At the end of the current fiscal year, unassigned fund balance (budgetary basis) of the general fund was
$250,000 while total fund balance (budgetary basis) was $812,523. As a measure of the general fund’s
liquidity, it may be useful to compare both unassigned fund balance (budgetary basis) and total fund
balance (budgetary basis) to total general fund expenditures. Actual (budgetary basis) expenditures of the
General Fund including other financing uses amounted to $1,544,787. Unassigned fund balance (budgetary
basis) represents 16.18% of expenditures while total fund balance (budgetary basis) represents
52.59% of that same amount.

Capital Asset and Debt Administration

The School District’s investment in capital assets for its governmental and business-type activities as of
June 30, 2015, totaled $860,680 (net of accumulated depreciation). This investment in capital assets
inctudes land, improvements, buildings and equipment. The total decrease in the District’s investment in
capital assets for the current fiscal year was $34,436 or a 3.85% decrease. The decrease is due to additions
less depreciation expense.
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West Cape May School District
Capital Asset (net of accumulated depreciation)

June 30, 2015 and 2014

Governmental Activities Business-Type Activities District-Wide

2015 2014 2015 2014 2015 2014
Land $ 120,694 $ 120,694 $ - $ - $ 120,694 $ 120,694
Buildings and
Improvements 584,665 610,994 584,665 610,994
Equipment 153,175 161,120 2,146 2,308 155,321 163,428
Net position $ 858,534 $ 892,808 $ 2,146 $ 2308 $ 860,680 $ 895,116

Additional information on the School District’s capital assets can be found in the notes to the basic
financial statements (Note 5) of this report.

Long-term debt — During the fiscal year ended June 30, 2015, the School District had $240,000 outstanding
in serial bonds and $215,000 in capital leases.

State statutes limit the amount of general obligation debt that the District may issue. At the end of the
current fiscal year, the legal debt limit was $10,976,713. The available debt limit as of June 30, 2015 is
$10,736,713.

Additional information on the School District’s long-term obligations can be found in the notes to the basic
financial statements (Note 6) of this report.

Economic Factors and Next Year’s Budgets and Rates Update

The following factors were considered and incorporated into the preparation of the School District’s budget
for the 2015-16 fiscal year.

*  For 2015-16 fiscal year the School District will not be receiving an increase in state aid. The local
tax levy in the General Fund increased by $136,158 or 16.16%. Salaries continue to increase contractually;
however, the District has managed to control costs. The 2015-16 General Fund Budget is $83,434
greater than the previous year. The tax rate increased slightly from 19.7 cents in 2014 to 22.5 cents in
2015.

Requests for Information

This financial report is designed to provide a general overview of the School District’s finances for all
those with an interest in the School District. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the West Cape May School
District Business Administrator, 301 Moore Street West Cape May, New Jersey, 08204, telephone number
(609) 884-4614.
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WEST CAPE MAY SCHOOL DISTRICT

Statement of Net Position

June 30, 2015

A1

Governmental Business-type
Activities Activities Total
ASSETS:
Cash and Cash Equivalents $ 394,924 $ 4,046 $ 398,970
Receivables, net 565,050 1,243 566,293
Internal Balances 2,970 (2,970)
Restricted Assets:
Capital Reserve Account 336,054 336,054
Capital Assets, net (Note 5) 858,634 2,146 860,680
Total Assets 2,157,532 4 465 2,161,997
DEFERRED OUTFLOWS OF RESOURCES:
Deferred Qutflows of Resources From Pensions 9,748 9,748
LIABILITIES:
Accounts Payable 68 68
Unearned Revenue 1,575 1,575
Accrued Interest 5,363 5,363
Noncurrent Liabilities:
Due Within One Year 100,879 100,879
Due Beyond One Year 383,064 383,064
Net Pension Liability 129,158 129,158
Total Liabilities 620,107 620,107
DEFERRED INFLOWS OF RESOURCES:
Deferred Inflows of Resources From Pensions 82,606 82,606
NET POSITION:
Net Investment in Capital Assets 403,534 2,146 405,680
Restricted for:
Capital Projects 867,902 867,902
Other Purposes 226,469 226,469
Unrestricted (33,338) 2,319 (31,019)
Total Net Position $ 1,464,567 $ 4,465 $ 1,469,032

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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9c

WEST CAPE MAY SCHOOL DISTRICT
Statement of Activities
For the Fiscal Year Ended June 30, 2015

Net (Expense) Revenue and

Program Revenues Changes in Net Position
Operating
Charges for Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Activities Activities Total
Govemmental activities:
Instruction:
Regular $ 651,275 $ - $ 18475 $ (632,800) $ - $ (632,800)
Special education 83,295 24,602 (58,693) (58,693)
Other instruction 11,928 (11,928) (11,928)
Support Services:
Tuition 14,067 (14,067) (14,067)
Student & instruction related services 240,549 24,441 (216,108) (216,108)
General administrative services 65,116 (65,116) (65,116)
Central services 1,337 (1,337) (1,337)
Plant operations and maintenance 434,335 (434,335) (434,335)
Pupil transportation 10,702 (10,702) (10,702)
Employee benefits 205,986 112,964 (93,022) (93,022)
Interest on long-term debt 11,812 22,963 11,151 11,151
Unallocated depreciation and amortization
Total governmental activities 1,730,402 203,445 (1,526.957) (1,526.957)
Business-type activities:
Child Care 8,517 8,181 (336) (336)
Food service 22,660 5,370 15,875 (1,415) (1.415)
Total business-type activities 31,177 13,551 15,875 (1,751) (1.751)
Total primary govenment $ 1,761,579 $ 13,551 $ 219,320 $ (1,526,957) $  (1,751) $ (1,528,708)
General revenues:
Taxes:
Property taxes, levied for general purposes, net 842,710 842,710
Taxes levied for debt service 45,078 45,078
Federal and State aid not restricted 814,598 814,598
Investment eamings 63 3 66
Tuition revenue 3,070 3,070
Miscellaneous 10,811 10,811
Proceeds of capital lease 215,000 215,000
Transfer
Total general revenues, special items, extraordinary items and transfers 1,931,330 3 1,931,333
Change in Net Position 404,373 (1,748) 402,625
Net Position--beginning, as restated (Note 18) 1,060,194 6.213 1,066,407
Net Position - June 30 $ 1,464,567 $ 4,465 $ 1,469,032

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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B-1
WEST CAPE MAY SCHOOL DISTRICT
Balance Sheet
Governmental Funds
June 30, 2015

Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
ASSETS
Assets:
Cash and Cash Equivalents $ 394,924 $ - $ - $ - $ 394924
Receivables, Net 8,184 26,959 520,804 556,947
Interfund Receivables, Net 138,033 89,231 227,264
Restricted Cash and Cash Equivalents 336,054 336,054
Total Assets § 877,195 $ 26,959 $ 610,035 $ - $ 1,514,189
LIABILITIES AND FUND BALANCES
Accounts Payable 68 68
Interfund Payable 111,688 25,316 78,187 215,191
Unearned Revenue 1,575 1,575
Total Liabilities 111,688 26,959 78,187 216,834
FUND BALANCES
Fund Balances:
Restricted Fund Balance:
Reserved Excess Surplus - Designated
for Subequent Year's Expenditures 47,914 47914
Reserve for Excess Surplus 50,091 50,091
Maintenance Reserve 70,000 70,000
Capital Reserve 336,054 336,054
Emergency Reserve 50,000 50,000
Assigned Fund Balance:
Reserve for Encumbrances 8,311 8,311
Designated for Subsequent
Year's Expenditures 153 153
Unassigned fund balance 202,984 531,848 734,832
Total Fund Balances 765,507 531,848 1,297,355
Total Liabilities and Fund Balances $ 877,195 $ 26,959 $ 610,035 -

Amounts reported for governmental activities in the statement of net position
(A-1) are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. The cost of the assets is
$1,771,717 and the accumulated depreciation is $913,183. 858,534

Accrued interest is not due and payable in the current period and
therefore is not reported as a liability in the funds. (5,363)

The District's proportionate share of net pension assets and liabilities
as well as pension-related deferred outflows and deferred inflows of
resources are recognized in the government-wide statements and include:

Deferred Outflows of resources from Pensions 9,748
Net Pension Liability (129,158)
Deferred Inflows of resources from Pensions (82,606) (202,016)

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

funds. (483,943)
Net position of governmental activities $ 1464567

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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WEST CAPE MAY SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances

REVENUES:
Local sources:
Local tax levy
Tuition charges
Capital Reserve interest earned
Miscellaneous

Total revenues-local sources

State sources
Federal sources
Local sources

Total revenues

EXPENDITURES:
Current expense:
Regular instruction
Special education instruction
Other instruction
Support services and undistributed costs:
Tuition
Student & instruction related services
General administrative services
Central services
Plant operations and maintenance
Pupil transportation
Unallocated employee benefits
Capital Outlay
Debt service:
Principal
Interest and other charges

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses):
Proceeds of Capital Lease
Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balance
Fund balances, July 1

Fund balances, June 30

Governmental Funds
for the Fiscal Year Ended June 30, 2015

Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
$ 842,710 $ . $ $ 45,078 $ 887,788
3,070 3,070
63 63
10,811 10,811
856,654 45,078 901,732
621,758 305,804 22,963 950,525
65,018 65,018
2,500 2,500
1,478,412 67,518 305,804 68,041 1,919,775
591,616 18,475 610,091
58,693 24,602 83,295
11,928 11,928
14,067 14,067
216,108 24,441 240,549
60,423 60,423
1,337 1,337
103,660 103,660
10,702 10,702
215,799 215,799
45,454 78,187 123,641
55,000 55,000
13,041 13,041
1,329,787 67,518 78,187 68,041 1,543,633
148,625 227,617 376,242
215,000 215,000
89,231 89,231
(89,231) (89,231)
(89,231) 304,231 215,000
59,394 531,848 591,242
706,113 706,113
$ 765507 $ . $ 531,848 b - $ 1,297,355

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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B-3
WEST CAPE MAY SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
for the Fiscal Year Ended June 30, 2015

Total net change in fund balances - governmental funds (from B-2) $ 591,242

Amounts reported for governmental activities in the statement of activities (A-2)
are different because:

Capital outlays are reported in the governmental funds as expenditures.
However, on the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense. This is the amount
by which capital outlays exceeded depreciation in the current fiscat year.
Depreciation expense $ (46,933)
Capital outlay 12,659 (34,274)

Repayment of bond principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the statement of net position and
is reported in the statement of activities. 55,000

The issuance of a capital lease increases long-term liabilities, however has
no effect on fund balance. (215,000)

Accrued interest is not due and payable in the current period and therefore
is not reported as an expenditure in the governmental funds. 1,229

Net differences between pension system contributions recognized in the fund statement
of revenues, expenditures and changes in fund balances and the statement of activities. 9,813

In the statement of activities, certain operating expenses, e.g., compensated
absences (vacations) are measured by the amounts earned during the
year. In the governmental funds, however, expenditures for these items
are reported in the amount of financial resources used (paid). When the
earned amount exceeds the paid amount, the difference is a reduction in
the reconciliation (-); when the paid amount exceeds the earned amount

the difference is an addition to the reconciliation (+). (3,637)
Change in net position of governmental activities $ 404,373

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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ASSETS:
Current assets:
Cash and Cash Equivalents
Accounts Receivable
Total Current Assets
Noncurrent Assets:
Equipment
Less Accumulated Depreciation

Total Noncurrent Assets

Total Assets

LIABILITIES

Current Liabilities:
Interfund Payable

Total Liabilities

NET POSITION

Net Investment in Capital Assets

Unrestricted

Total Net Position

WEST CAPE MAY SCHOOL DISTRICT
Statement of Net Position
Proprietary Funds
June 30, 2015

Business-type Activities

Child Care Food Service
Program Program Total

$ 1,052 $ 2,994 $ 4,046
1,243 1,243

1,052 4,237 5,289

2,550 2,550
(404) (404)

2,146 2,146

$ 1,052 $ 6,383 $ 7,435
2,970 2,970

2,970 2,970

2,146 2,146

1,062 1,267 2,319

$ 1,052 $ 3.413 $ 4,465

The accompanying Notes to Financial Statements are an integral part of this statement.
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WEST CAPE MAY SCHOOL DISTRICT

Statement of Revenues, Expenses and Changes in Fund Position

Operating revenues:
Charges for services:
Daily sales-reimbursable programs
Program fees

Total operating revenue

Operating expenses:
Salaries
Supplies and materials
Depreciation
Miscellaneous
Cost of sales

Total operating expenses
Operating income (loss)
Nonoperating revenues (expenses):
State sources:
State school lunch program
Federal sources:
National school lunch program
Local sources:
Interest revenue
Total nonoperating revenues (expenses)
Change in net position

Total net position - July 1, 2014

Total net position - June 30, 2015

Proprietary Funds
for the Fiscal Year Ended June 30, 2015

Business-type Activities

Enterprise Funds

B-5

Child Care Food Service
Program Program Total

- $ 5,370 $ 5,370

8,181 8,181
8,181 5,370 13,551
7,563 7,563

285 285

162 162

576 576

954 21,637 22,591

8,517 22,660 31,177
(336) (17,290) (17,626)

247 247

15,628 15,628

1 2 3

1 15,877 15,878
(335) (1,413) (1,748)

1,387 4,826 6,213
1,052 $ 3,413 $ 4,465

The accompanying Notes to Financial Statements are an integral part of this statement.
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WEST CAPE MAY SCHOOL DISTRICT
Statement of Cash Flows
Proprietary Funds
for the Fiscal Year Ended June 30, 2015

Cash flows from operating activities:
Receipts from customers
Payments to employees
Payments to suppliers
Net cash used for operating activities

Cash flows from noncapital financing activities:
State and Federal sources
Net cash provided by non-capital financing activities

Cash flows from capital activities:
Purchases of fixed assets

Cash flows from investing activities:
Interest and dividends
Net cash provided by investing activities

Net increase in cash and cash equivalents
Balances - July 1, 2014

Balances - June 30, 2015

Reconciliation of operating loss to net cash provided
(used) by operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net
cash provided by (used for) operating activities:
Depreciation
Increase (decrease) in accounts payable
Total adjustments

Net cash provided by (used for) operating activities

The accompanying Notes to Financial Statements are an integral part of this statement.
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Business-type Activities

B-6

Child Care Food Service
Program Program Total
$ 8,181 $ 5,370 $ 13,551
(7,563) (7,563)
(954) (23,437) (24,391)
(336) (18,067) (18,403)
15,380 15,380
15,380 15,380
1 2 3
1 2 3
(335) (2,685) (3,020)
1,387 5679 7,066
$ 1,052 $ 2,994 $ 4,046
$ (336) $ (17,290) 3 (17,626)
162 162
(939) (939)
(777) (777)
$ (336) $ (18,067) 3 (18,403)




B-7
WEST CAPE MAY SCHOOL DISTRICT
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2015

Unemployment
Compensation
Insurance Agency
Trust Fund
ASSETS:
Cash and Cash Equivalents $ 1,717 $ 14,725
Interfund Receivable 1,459
Total assets $ 3,176 $ 14,725
LIABILITIES:
Payroll Withholdings $ 1,631
Interfund Payable 10,562
Due to Student Groups 2,532
Total Liabilities 3 14,725
NET POSITION:
Held in Trust for Unemployment
Claims and Other Purposes $ 3,176

The accompanying Notes to the Basic Financial Statements are an integral part of this statement.
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B-8
WEST CAPE MAY SCHOOL DISTRICT
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Fiscal Year Ended June 30, 2015

Unemployment
Compensation

Insurance
Trust
ADDITIONS:
Contributions:
Employee Contributions $ 1,714
Total Contributions 1,714
Investment earnings:
Interest 1
Net Investment Earnings 1
Total Additions 1,715
DEDUCTIONS:
Unemployment Claims
Total Deductions
Change in Net Position 1,715
Net Position - July 1 1,461
Net Position - June 30 3 3,176

The accompanying Notes to the Basic Financial Statements are an integral part of this
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West Cape May School District
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity - The Borough of West Cape May School District (“School District”) is a Type 11 district located in the
County of Cape May, State of New Jersey. As a Type II district, the School District functions independently through a
Board of Education. The Board of Education is comprised of five members elected to three-year terms. These terms are
staggered so that one or two member’s terms expire each year. The purpose of the School District is to provide educational
services for resident students in grades K through 6. The West Cape May School District has an approximate enrollment at
June 30, 2015 of 82 students.

The primary criteria for including activities within the School District’s reporting entity, as set forth in Section 2100 of the
Governmental Accounting Standards Board (GASB) Codification of Governmental Accounting and Financial Reporting
Standards is the degree of oversight responsibility maintained by the School District. Oversight responsibility includes
financial interdependency, selection of governing authority, designation of management, ability to significantly influence
operations and accountability for fiscal matters, The combined financial statements include all funds of the School district
over which the Board exercises operating control.

Component Units — GASB Statement No. 14, The Financial Reporting Entity and GASB Statement No. 39, Determining
Whether Certain Organizations are Component Unit, provide guidance that all entities associated with a primary
government are potential component units and should be evaluated for inclusion in the financial reporting entity. A
primary government is financially accountable not only for the organizations that make up its legal entity, but also for
legally separate organizations that meet the criteria established by GASB Statements No. 14 and No. 39. In addition,
GASB Statement No. 61, provides additional guidance for organizations that do not meet the financial accountability
criteria for inclusion as component units but that nevertheless should be included because the primary government’s
management determines that it would be misleading to exclude them. There were no additional entities required to be
included in the reporting entity under the criteria as described above. Furthermore, the School District is not includable in
any other reporting entity on the basis of such criteria.

Basis of Presentation

The basic financial statements of the School 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 School District's accounting policies are described below.

The School District's basic financial statements consists of government-wide statements, including a statement of net
position and a statement of activities, and fund financial statements, which provide a more detailed level of financial
information.

Government-wide Statements - The statement of net position and the statement of activities display information
about the School District as a whole, These statements include the financial activities of the primary government,
except for fiduciary funds. The statements distinguish between those activities of the School District that are
governmental and those that are considered business-type activities. The statement of net position presents the
financial condition of the governmental and business-type activities of the School District at fiscal year-end. The
statement of activities presents a comparison between direct expenses and program revenues for each program or
function of the School District's governmental activities and for the business-type activities of the School District.
Direct expenses are those that are specifically associated with a service, program or department and, therefore,
clearly identifiable to a particular function. The policy of the School District is to not allocate indirect expenses to
functions in the statement of activities. Program revenues include charges paid by the recipient of the goods or
services offered by the program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program and interest earned on grants that is required to be used to support a particular
program. Revenues, which are not classified as program revenues, are presented as general revenues of the School
District, with certain limited exceptions. The comparison of direct expenses with program revenues identifies the
extent to which each business segment or governmental function is self-financing or draws from the general
revenues of the School District.
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Fund Financial Statements - During the fiscal year, the School District segregates transactions related to certain
School District functions or activities in separate funds in order to aid financial management and to demonstrate
legal compliance. Fund financial statements are designed to present financial information of the School District at
this more detailed level. The focus of governmental and enterprise fund financial statements is on major funds.
Each major fund is presented in a single column. The fiduciary fund is reported by type. The School District uses
funds to maintain its financial records during the fiscal year, A fund is defined as a fiscal and accounting entity with
a self-balancing set of accounts. There are three categories of funds: governmental, proprietary, and fiduciary.

Governmental Funds - Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources. Expendable assets
are assigned to the various governmental funds according to the purposes for which they may or must be used. Current
liabilities are assigned to the fund from which they will be paid. The difference between governmental fund assets and
liabilities is reported as fund balance. The following are the School District's major governmental funds:

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

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

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

Special Revenue Fund - The special revenue fund is used to account for and report the proceeds of specific
revenues sources that are restricted or committed to expenditure for specified purposes other than debt service or
capital projects.

Capital Projects Fund - The capital projects fund is used to account and report financial resources that are
restricted, committed, or assigned to expenditure for capital outlays, including the acquisition or construction of
capital facilities and other capital assets, other than those financed by proprietary funds. The financial resources are
derived from New Jersey Economic Development Authority grants, temporary notes or serial bonds which 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 and report financial resources that are restricted,
committed, or assigned to expenditure for principal and interest.

Proprietary Funds - Proprietary funds are used to account for the School District’s ongoing activities, which are similar to
those in the private sector.

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

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

Child Care Program - This fund accounts for the financial activity related to providing day care services for
School District students.

All proprietary funds are accounted for on a cost of services or “capital maintenance” measurement focus. This means that
all assets and all liabilities, whether current or noncurrent, associated with their activity are included on their balance
sheets. Their reported fund equity (net position) is segregated into investment in capital assets, net of related debt, and
unrestricted net position, if applicable. Proprietary fund type operating statements present increases (revenues) and
decreases (expenses) in net total position,

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

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

Fiduciary Funds - Fiduciary fund reporting focuses on net position and changes in net position. The fiduciary fund
category is split into two classifications: trust funds and agency funds. Agency funds are used to account for assets held by
the School District in a trustee capacity or as an agent for individuals, private organizations, other governments, and/or
other funds (i.e. payroll and student activities). They are custodial in nature (assets equal liabilities) and do not involve
measurement of results of operations. The School District has three fiduciary funds; an unemployment compensation trust
fund, student activities and a payroll fund.

Measurement Focus

Government-wide Financial Statements - The government-wide financial statements are prepared using the economic
resources measurement focus, All assets and all liabilities associated with the operation of the School District are included
on the statement of net position. .

Fund Financial Statements — All governmental funds are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities generally are included on the
balance sheet. The statement of revenues, expenditures and changes in fund balances reports on the sources (i.e. revenues
and other financing sources) and uses (i.e. expenditures and other financing uses) of current financial resources. This
approach differs from the manner in which the governmental activities of the government-wide financial statements are
prepared. Governmental fund financial statements, therefore, include a reconciliation with brief explanations to better
identify the relationship between the government-wide statements and the statements for governmental funds.

Like the government-wide statements, all proprietary fund types are accounted for on a flow of economic resources
measurement focus. All assets and all liabilities associated with the operation of these funds are included on the statement
of net position. The statement of changes in fund net position presents increases (i.e. revenues) and decreases (i.e.
expenses) in net total position. The statement of cash flows provides information about how the School District finances
and meets the cash flow needs of its proprietary activities. Fiduciary funds are reported using the economic resources
measurement focus.

38



West Cape May School District
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting. Governmental
funds use the modified accrual basis of accounting. Proprietary and fiduciary funds also use the accrual basis of
accounting. Differences in the accrual and the modified accrual basis of accounting arise in the recognition of revenue, the
recording of unearned revenue, and in the presentation of expenses versus expenditures,

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 a
modified accrual basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available. "Measurable" means the amount of the transaction can be determined and "available" means that 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 School District, available means expected to be received within sixty days
after fiscal year end.

Non-exchange transactions, in which the School District receives value without directly giving equal value in return,
include Ad Valorem (property) taxes, grants, entitlements, and donations. 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 School 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 School District is entitled to receive monies under the established payment schedule and the unpaid amount is
considered to be an "accounts receivable". With the exception of restricted formula aids recorded in the special revenue
fund, 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 fiscal year
when the resources are required to be used or the fiscal year when use is first permitted, matching requirements, in which
the School District must provide local resources to be used for a specified purpose, and expenditure requirements, in
which the resources are provided to the School District on a reimbursement basis.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and available at
fiscal year-end; tuition, grants, fees, and rentals.

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they are incurred.
The fair value of donated commodities used during the fiscal year is reported in the operating statement as an expense.
Unused donated commodities are reported as unearned revenue. The measurement focus of governmental fund
accounting is on decreases in net financial resources (expenditures) rather than expenses. Expenditures are generally
recognized in the accounting period in which the related fund liability is incurred, if measurable. Allocations of cost,
such as depreciation and amortization, are not recognized in governmental funds.

Budgets/Budgetary Control - Annual appropriated budgets are prepared in the spring of each fiscal year for the general,
special revenue, and debt service funds. The budgets are submitted to the county office for their approval. 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. 6:23A-16.2(f)1. Transfers of appropriations may be
made by School Board resolution at any time during the fiscal year in accordance with N.J.LA.C. 6A:23A-13.3.

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
accounting principles generally accepted in the United States of America with the exception of the legally mandated
revenue recognition of the one or more June state aid payments for budgetary purposes only and the special revenue fund.
Encumbrance accounting is also employed as an extension of formal budgetary integration in the governmental fund types.
Unencumbered appropriations lapse at fiscal year end.
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The accounting records of the special revenue fund are maintained on the budgetary basis. The budgetary basis differs
from GAAP in that the budgetary basis recognizes encumbrances as expenditures and also recognizes the related revenues,
whereas the GAAP basis does not. Sufficient supplemental records are maintained to allow for the presentation of GAAP
basis financial reports.

The budget, as detailed on Exhibit C-1, Exhibit C-2 and Exhibit I-3, includes all amendments to the adopted budget, if any.

Exhibit C-3 presents a reconciliation of the general fund revenues and special revenue fund revenues and expenditures
from the budgetary basis of accounting as presented in the general fund budgetary comparison schedule and the special
revenue fund budgetary comparison schedule to the GAAP basis of accounting as presented in the statement of revenues,
expenditures and changes in fund balances — governmental funds. Note that the School District does not report
encumbrances outstanding at year end as expenditures in the general fund since the general fund budget follows modified
accrual basis with the exception of the revenue recognition policy for the one or more June state aid payments.

Encumbrances - Under encumbrance accounting purchase orders, contracts and other commitments for the expenditure of
resources are recorded to reserve a portion of the applicable appropriation. Encumbrances are a component of fund balance
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 governmental funds, other than the special revenue fund, which
have not been previously restricted, committed, or assigned, should be included within committed or assigned fund
balance, as appropriate.

Open encumbrances in the special revenue fund, however, for which the School District has received advances of grant
awards, and all eligibility and time requirements satisfied are reflected on the balance sheet as unearned grant revenue 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.

Cash, Cash Equivalents and Investments - Cash and cash equivalents, for all funds, include petty cash, change funds,
cash in banks and all highly liquid investments with a maturity of three months or less at the time of purchase and are
stated at cost plus accrued interest. Such is the definition of cash and cash equivalents used in the statement of cash flows
for the proprietary funds. U.S. Treasury and agency obligations and certificates of deposit with maturities of one year or
less when purchased are stated at cost. All other investments are stated at fair value.

New Jersey school districts are limited as to the types of investments and types of financial institutions they may invest in.
N.J.S.A. 18A:20-37 provides a list of permissible investments that may be purchased by New Jersey school districts.

N.J.S.A, 17:9-41et seq. establishes the requirements for the security of deposits of governmental units. The statute requires
that no governmental unit shall deposit public funds in a public depository unless such funds are secured in accordance
with the Governmental Unit Deposit Protection Act (GUDPA), a multiple financial institution collateral pool, which was
enacted in 1970 to protect governmental units from a loss of funds on deposit with a failed banking institution in New
Jersey. Public depositories include State or federally chartered banks, savings banks or associations located in or having a
branch office in the State of New Jersey, the deposits of which are federally insured. All public depositories must pledge
collateral, having a market value at least equal to five percent of the average daily balance of collected public funds, to
secure the deposits of Governmental Units. 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 their deposits to the governmental units.

Tuition Receivable - Tuition charges were established by the School District based on estimated costs. The charges are
subject to adjustment when the final costs are determined.

Tuition Payable - Tuition charges for the fiscal years ended June 30, 2015 and 2014 were based on rates established by the
receiving school district. These rates are subject to change when the actual costs have been determined.

40



West Cape May School District
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories - Inventories are valued at cost, which approximates market. The costs are determined on a first-in, first-out
basis.

The cost of inventories in governmental fund types is recorded as expenditures when purchased rather than when
consumed, and is not recorded since any amounts are considered immaterial to the basic financial statements.

Inventories recorded in the government-wide financial statements and in the proprietary fund types are recorded as
expenditures when consumed rather than when purchased.

Prepaid Expenses - Prepaid expenses recorded on the government-wide financial statements and in the proprietary fund
types represent payments made to vendors for services that will benefit periods beyond June 30, 2015.

In the governmental fund types, however, payments for prepaid items are fully recognized as an expenditure in the fiscal
year of payment, No asset for the prepayment is created, and no expenditure allocation to future accounting periods is
required (non-allocation method). This is consistent with the basic governmental concept that only expendable financial
resources are reported by a specific fund.

Deferred Outflows/Inflows of Resources — In addition to assets, the Statement of Net Position will s