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BOROUGH OF NEWFIELD BOARD OF EDUCATION
c/o Shared Services Business Office
1122 Almond Road
Pittsgrove, New Jersey 08318

Henry Bermann Phone (856) 358-7091 x4308
Business Administrator / Board Secretary Fax (856) 358-6748

November 20, 2015

Honorable President and

Members of the Board of Education
Borough of Newfield School District
Gloucester County
Newfield, New Jersey 08344

Dear Board Members:

The Comprehensive Annual Financial Report of the Borough of Newfield School District for the fiscal year
ended June 30, 2015, is hereby submitted. Responsibility for both the accuracy of the data and completeness
and fairness of the presentation, including all disclosures, rests with the management of the Board of
Education. 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 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 basic financial statements and schedules, as well
as the auditor's report thereon. The statistical section includes selected financial and demographic information,
generally presented on a multi-year basis. The District is required to undergo an annual single audit in
conformity with the provisions of the Single Audit Act of 1984 as amended in 1996 and the U.S. Office of
Management and Budget Circular A-133, "Audits of State, Local Governments and Non Profit Organizations,"
and the state Treasury Circular Letter 04-04 and/or 15-08 OMB, "Single Audit Policy for Recipients of Federal
Grants, State Grants and State Aid Payments." Information related to this single audit, including the auditor's
report on the internal control and compliance with applicable laws and regulations and findings and
recommendations, are included in the single audit section of this report.

1. REPORTING ENTITY AND ITS SERVICES:

The Newfield Public School District is an independent reporting entity within the criteria adopted by the
GASB as established by GASB statement No. 14. All funds of the District are included in this report. The
Newfield Borough Board of Education, as a sending district, constitutes the District's reporting entity.

As of July 1, 2012, the District will end its only term of educational relationship with the Buena Regional
School District. The relationship has been replaced by new full send/receive contracts with both Franklin
Township for grades K-6 and Delsea Regional for grades 7-12. The Newfield School District will continue to
operate as a nonoperating school district. As required by law, it shall maintain a board of education, a board
secretary's office and a budget for its expenditures, including board operations, tuition, transportation,
insurance and any other needs.




2. ECONOMIC CONDITION AND OUTLOOK:

Newfield is not experiencing any measurable growth in development or expansion.

3. INTERNAL ACCOUNTING CONTROLS:

Management of the District is responsible for establishing and maintaining an internal control process
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 process 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 arecipient of federal awards and state financial assistance, the District also is responsible for ensuring that
an adequate internal control process is in place to ensure compliance with applicable laws and regulations
related to those programs. This internal control process is also subject to periodic evaluation by the District
management.

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

4. 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 and
the special revenue fund. Project-length budgets are approved for capital improvements, if any, accounted for
in the capital projects fund. The final budget amount as amended for the fiscal year is reflected in the financial
section.

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

S. 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. These funds are explained in "Notes to the Financial Statements," Note 2.




6. DEBT ADMINISTRATION:

At June 30, 2015 the District had no outstanding debt. The available debt amount that may be voted upon is
$3,067,132.

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 3. The District has adopted a cash management plan, which requires it to deposit
public funds in public depositories protected from loss under the provisions of the Governmental Unit Deposit
Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect Governmental Units from a loss of funds
on deposit with a failed banking institution in New Jersey. The law requires governmental units to deposit
public funds only in public depositories located in New Jersey, where the funds are secured in accordance with
the Act.

8. RISK MANAGEMENT:

The Board carries various forms of insurance, including but not limited to general liability, automobile liability
and comprehensive/collision, hazard and theft insurance on property and contents, and fidelity bonds.

9. OTHER INFORMATION:

Independent Audit - State statutes require an annual audit by independent certified public accountants or
registered municipal accountants. Raymond Colavita, C.P.A., R M.A. of the accounting firm of Nightlinger,
Colavita & Volpa, PA, was selected by the Board's Audit Committee. In addition to meeting the requirements
set forth in state statutes, the audit also was designed to meet the requirements of the Single Audit Act of 1984
and the related OMB Circular A-133 and state Treasury Circular Letter 04-04 OMB and/or 15-08 OMB. The
auditor’s report on the basic 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. ACKNOWLEDGMENTS:

We would like to express our appreciation to the members of the Newfield Borough School Board for their
concern in providing fiscal accountability to the citizens and taxpayers of the public school district and thereby
contributing their full support to the development and maintenance of our financial operation. The preparation
of this report could not have been accomplished without the efficient and dedicated services of our financial
and accounting staff.

Respectfully submitted,

5 WW
Henry Be;ann

SBA/Board Secretary
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INDEPENDENT AUDITOR'S REPORT

Honorable President and

Members of the Board of Education
Borough of Newfield School District
County of Gloucester
Newfield, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, and each major fund
of the Board of Education of the Borough of Newfield School District in the County of Gloucester, 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 Borough of Newfield School District’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and audit requirements as prescribed by the Office of School Finance, Department of Education,
State of New Jersey. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

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

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




Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, and each major fund, of the Borough of Newfield Board
of Education in the County of Gloucester, State of New Jersey, as of June 30, 2015, for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

The Management Discussion and Analysis and Budgetary Comparison Information on pages 10 through 16
and 45 through 48 are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. Such information, although
not 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Borough of Newfield Board of Education’s, financial statements as a whole. The introductory section,
combining and individual non-major fund financial statements, long-term debt schedules and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial statements. The
accompanying schedule of expenditures of state financial assistance is presented for purposes of additional analysis
as required New Jersey OMB's Circular 04-04 and/or 15-08, Single Audit Policy For Recipients of Federal Grants,
State Grants and State Aid, and is also not a required part of the basic financial statements.

The accompanying combining statements and related major fund supporting statements and schedules and
schedules of 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. The
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 financial statements or the financial statements themselves and
other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the accompanying combining statements and related major fund supporting statements and
schedules and schedules of state financial assistance are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory section and statistical tables have not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 20,
2015 on our consideration of the Borough of Newfield Board of Education's internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Respectfully submitted,
NIGH;IENG%OLAVITA & VOLPA, PA

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

NIGHTLINGER, COLAVITA & VOLPA A Professional Association Certified Public Accountants
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BOROUGH OF NEWFIELD SCHOOL DISTRICT
BOROUGH OF NEWFIELD

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

UNAUDITED

The discussion and analysis of Borough of Newfield Public School District’s financial performance provides
an overall review of the School District’s financial activities for the fiscal year ended June 30, 2015. The
intent of this discussion and analysis is to look at the School District’s financial performance as a whole;
readers should also review the notes to the basic financial statements and financial statements to enhance
their understanding of the School District’s financial performance.

Financial Highlights
Key financial highlights for 2015 are as follows:

% General revenues accounted for $3,562,354 in revenue or 78% percent of all revenues. Program
specific revenues in the form of charges for services, operating grants and contributions, accounted
for $980,687 or 22% percent to total revenues of $4,543,041.

% Total net position of governmental activities decreased by $533,697, which represents decreases in
cash and receivables.

% The School District had $5,051,475 in expenses and $980,687 of these expenses was offset by
program specific charges for services, grants or contributions. General revenues (primarily property
taxes of $2,079,911 and Federal and State aid not restricted of $1,449,516 were adequate to provide
for these programs.

% The General Governmental Fund had $3,562,354 in revenues and $3,922,868 in expenditures. The
General Fund’s fund balance decreased $360,514 over 2015.

Using this Comprehensive Annual Financial Report (CAFR)

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

The Statement of Net Position and Statement of Activities provide information about the activities of the
whole School District, presenting both an aggregate view of the School District’s finances and a longer-term
view of those finances. Fund financial statements provide the next level of detail. For governmental funds,
these statements tell how services were financed in the short-term as well as what remains for future
spending. In the case of Borough of Newfield School District, the General Fund is by far the most
significant fund.
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Reporting the School District as a Whole
Statement of Net Position and the Statement of Activities

While this document contains the large number of funds used by the School District to provide programs and
activities, the view of the School district as a whole looks at all financial transactions and asks the question,
“How did we do financially during 2015?” The Statement of Net Position and the Statement of Activities
helps answer this question. These statements include all assets and liabilities using the accrual basis of
accounting similar to the accounting used by most private-sector companies. This basis of accounting takes
into account, all of the current year’s revenues and expenses regardless of when cash is received or paid.

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

In the Statement of Net Position and the Statement of Activities, the School District maintains only one type
of activity:

+ Governmental activities — All of the School District’s programs and services are reported here
including, but not limited to, tuition for instruction, support services, operation and maintenance of
plant facilities, pupil transportation and extracurricular activities.

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

The analysis of the School District’s major (all) funds begins on page 19. Fund financial reports provide
detailed information about the School District’s major funds. The School District uses many funds to
account for a multitude of financial transactions. However, these fund financial statements focus on the
School District’s most significant funds. The School District’s major governmental funds are the General
Fund, and Special Revenue Fund.

Governmental Funds

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

Recall that the Statement of Net Position provides the perspective of the School District as a whole.

Table 1 provides a comparative summary of the District’s Net Position for the years ended in 2015 and 2014.

Table 1
Net Position
2015 2014
Assets
Current and Other Assets $ 2,314,730 $ 1,103,637
Capital Assets, Net ' 2,241,287 2,336,248
Total Assets 4,556,017 3,439,885
Deferred Outflows of Resources
Deferred Pension Outflows 602,012
Liabilities
Short-term Loan Payable 128,993 130,082
Other Liabilities 2,727,641 538,232
Total Liabilities 2,856,634 668,314
Deferred Inflows of Resources
Deferred Pension Inflows 38,258
Net Position
Invested in Capital Assets, Net of Debt 2,241,287 2,336,248
Restricted 9,982 9,982
Unrestricted 11,868 425,341

Total Net Position $ 2,263,137 § 2,771,571
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Table 2 shows the changes in Net Position from fiscal year’s 2015 and 2014.

Table 2
Changes in Net Position
2015 2014
Revenues
Programs Revenues
Shared Services Division $ 757,396 $ 529,458
Operating Grants and Contributions 223,291 184,832
General Revenues
Property Taxes 2,079,911 1,950,610
Grants and Entitlements 1,449,516 1,426,550
Other 32,927 29,343
Total Revenues 4,543,041 4,120,793
Program Expenses
Instruction 176,737 171,862
Support Services
Tuition 3,367,507 2,569,453
Other Student Support 46,554 12,970
General Administration and Business 18,259 17,748
Central Services 49,668 81,192
Operations and Maintenance of Facilities 31,926 158,338
Pupil Transportation 533,159 393,075
Employee Benefits 17,107
Shared Services Division 732,133 501,105
Other 95,532 95,465
Total Expenses 5,051,475 4,018,315
Increase/(Decrease) in Net Position $ (508,434) $ 102,478

Governmental Activities

The unique nature of property taxes in New Jersey creates the need to routinely seek voter approval for the
School District operations. The District’s total Governmental Activity revenues were $3,562,354 for the
fiscal year ended June 30, 2015. Property taxes of $2,079,911 made up 58.4% percent of revenues for
governmental activities for the Borough of Newfield School District for fiscal year 2015. Federal, state and
local grants accounted for $1,449,516 or 40.7%, rental revenue of $17,500 accounted for .5% and
miscellaneous revenue of $15,427 accounted for .4%. The total cost of all program and services was
$4,096,051 after eliminating operating grant revenue. Instruction, including tuition charges was funded by
operating grants of $223,291.

The Statement of Activities shows the cost of program services and the charges for services and grants
offsetting those services. Table 3 shows a comparison of the total cost of services and the net cost of
services. The net cost shows the financial burden that was placed on the District’s taxpayers by each of these
functions.
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Table 3

Total Cost of Net Cost of Total Costof Net Cost of
Services 2015  Services 2015  Services 2014 Services 2014

Instruction
Home Instruction $ $ $ $
Other Instruction 123,102 (16,883) 102,257
Tuition 53,635 (29,671) 69,605
Support Services
Tuition 3,367,507 3,367,507 2,569,453 2,569,453
Pupils and Instructional Staff 46,554 46,554 12,970
General Administration and
Business 18,259 18,259 17,748 17,748
Central Services 49,668 49,668 81,192 81,192
Operation and Maintenance of Facilities 31,926 31,926 158,338 158,338
Pupil Transportation 533,159 533,159 393,075 393,075
Employee Benefits 17,107 17,107
Other 95,532 95,532 95,465 95,465
Total Expenses $§ 4319342 § 4,096,051 $ 3,517,210 $ 3,332,378

The only instructional expenses, which included activities directly dealing with the teaching of pupils and the
interaction between teacher and student, including extracurricular activities were in the pass through federal
and state grants. This is because the district is a total sending district.

Pupils and instructional staff activities involved with assisting staff with the content and process of teaching
to students, including curriculum and staff development is the responsibility of the receiving district which
receives tuition funds from the Newfield Board of Education.

General administration and business include expenses associated with administrative and financial
supervision of the District.

Operation and maintenance of facilities activities involve keeping the school grounds, buildings and
equipment in an effective working condition.

The district is responsible for pupil transportation, which includes activities involved with the conveyance of
students to and from school, as well as to and from school activities, as provided by state law.

Extracurricular activities for the students, which are designated to provide opportunities for students to
participate in school events, public events, or a combination of these for the purposes of motivation,
enjoyment and skill improvement, are provided by the tuition receiving district.

Other includes unallocated depreciation and amortization of debt issue costs.

Business-Type Activities

% Shared services division revenue of $757,396 exceeded expenses of $732,133 resulting in an increase
in net position of $25,263.
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The School District’s Funds

Information about the School District’s major funds starts on page 19. These funds are accounted for using
the modified accrual basis of accounting. All governmental funds (i.e., general fund, special revenue fund
and capital projects fund presented in the fund-based statements) had total revenues of $3,785,645 and
expenditures of $4,146,159. The net negative change in fund balance for the year was $360,514. The School
District was not able to meet current operating costs with the use of reserves.

As demonstrated by the various statements and schedules included in the financial section of this report, the
District is experiencing difficulty in meeting its responsibility for sound financial management. The
following schedules present a summary of the revenues of the governmental funds (excluding capital
projects) for the fiscal year ended June 30, 2015, and the amount and percentage of increases and decreases
in relation to prior year revenues.

Increase/ Percent
Percent (Decrease) Increase/
Revenue Amount of Total from 2014 (Decrease)
Local Sources $ 2,112,838 55.81% $ 132,885 6.82%
State Sources 1,589,501 41.99% 47,724 3.17%
Federal Sources 83,306 2.20% 13,701 19.05%
Total $ 3,785,645 100.00% $ 194,310 5.51%

The increase in Local Sources is attributed to increases in local tax levy of $129,301, and $3,584 in
miscellaneous revenue.

The increase in State Sources is attributed to increases in special project grants amounting to $24,758 and
various categorical aids totaling $22,966.

The decrease in Federal Sources is attributed to the decrease in the Federal IDEA special project grant of
$13,701.

The following schedule presents a summary of general fund, and special revenue fund expenditures for the
fiscal year ended June 30, 2015.

Increase/ Percent
Percent (Decrease) Increase/
Expenditures Amount of Total from 2014 (Decrease)
Current:
Instruction - Grant Programs ~ $ 176,737 4.26% 4,875 3.19%
Undistributed Expenditures 3,968,851 95.73% 718,968 23.38%
Capital Outlay 571 0.01% 67 11.75%

Total $ 4,146,159 100.00% $ 723,910 22.41%
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There was no Home Instructional expense for the current year and the increase in Current — Grant
Instruction is attributed to increased state and federal grant allotments. The decrease in undistributed
expenditures is attributed to increases in tuition of $798,054, instruction related services of $33,584,
administrative services of $511, and transportation cost of $61,862 offset by decreases in central services
of $31,524, operations and maintenance of $126,412, and employee benefits of $17,107.

The decrease in capital outlay is attributed to lower purchases of equipment primarily in the Special
Revenue Fund.

General Fund Budgeting Highlights

The School District’s Budget is prepared according to New Jersey law, and is based on accounting for
certain transactions on a basis of modified accrual and encumbrance accounting. The most significant
budgeted fund is the General Fund.

During the course of the fiscal year 2015, the School District amended its General Fund budget as
needed. The School District uses program based budgeting and the budgeting systems are designed to
tightly control total program budgets but provide flexibility for program management.

% Additional costs for student transportation both in regular education and special education.
% Accounting changes in maintenance and operations
¢+ Changes in appropriations to prevent budget overruns.

While the District’s final budget for the general fund anticipated that revenues would be equal to
expenditures, the actual results for the year show a decrease of $361,603. This was due mainly to
expenditures being more than anticipated. Actual revenues were $35,072 more than expected, due to
positive variances in state aid of $23,145 and miscellaneous revenue of $14,947, offset by interest
revenues lower than anticipated of $3,020.

% The actual expenditures were $15,213 lower than expected, due to favorable variance in various
line items, but mostly $7,832 in Tuition and $6,005 in plant maintenance.

Capital Assets

At the end of the fiscal year 2015, the School District had $2,241,287 invested in land, buildings, furniture
and equipment. Table 4 shows fiscal 2015 balances compared to 2014.

Table 4
Capital Assets (Net of Depreciation) at June 30
2015 2014
Land $ 116,231 $ 116,231
Building and Improvements 2,124,726 2,218,910
Machinery and Equipment 330 1,107
Totals $ 2241287 $§ 2,336,248

Overall capital assets decreased $94,961 from fiscal year 2014 to fiscal year 2015. The decrease in capital
assets resulted from depreciation expense for the year.
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Debt Administration

At June 30, 2015, the School District did not have any outstanding debt payable and the School District’s
overall legal debt margin was $3,067,132, which fully represents the unvoted debt margin.

For the Future

The Borough of Newfield School District’s financial condition has slightly improved. The major concerns
remain the same in a number of areas, which are increased reliance of the district on local property taxes, the
loss of ratables over time, and the flat state aid the District faces.

In the past, the Borough of Newfield school budgets have been defeated. The contributing factors for the
defeated budgets are thought to be the continuing problems with the high tax rate and the change in the
economy. The Board has moved away from a vote on the budget and has built the budget within the 2% cap
as established by law.

The Borough of Newfield is primarily a residential community, with very few ratables; thus the tax burden is
focused on homeowners. During the budget process, it was a concern to the Administration and Board of
Education how future budgets would be financed. The District is also closely monitoring administrative cost
and routinely conduct reviews of all costs centers in the District. The District plans to embark on a service
model in the area of shared maintenance to enhance revenue to support the increasing costs of the District.

In conclusion, the Newfield School District has committed itself to proper financial planning and budgeting.
The School District also endeavors to employ proper internal financial controls in providing sound fiscal
management to meet the challenges of the future.

Contacting the School District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the School District’s finances and to show the School District’s accountability for the money it
receives. If you have questions about this report or need additional information, contact Henry Bermann,
Superintendent/Business Administrator at Borough of Newfield Board of Education, 1076 Almond Road,
Pittsgrove, N.J. 08318.




BASIC FINANCIAL STATEMENTS




DISTRICT - WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities display information about the District.
These statements include the financial activities of the overall District, except for fiduciary activities.
Eliminations have been made to minimize the double-counting of internal activities. These statements
distinguish between the governmental and business-type activities of the District.
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EXHIBIT A-1
BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF NET POSITION
JUNE 30, 2015
Governmental Business-type
Activities Activities Total

ASSETS

Cash and Cash Equivalents $ 271,812 $ $ 271,812

Interfund Loan 915,457 915,457

Receivables, Net 128,096 999,365 1,127,461

Capital Assets, Net (Note 8): 2,241,287 2,241,287
Total Assets 3,556,652 999,365 4,556,017
DEFERRED OUTFLOWS OF RESOURCES

Deferred Pension Outflows 602,012 602,012

LIABILITIES

Accounts Payable 1,151,474 15,754 1,167,228

Interfund Loan 910,457 910,457

Loan Payable 128,993 128,993

Due to Grantor 164 164

Net Pension Liability 641,976 641,976

Unearned Revenue 7,816 7,816
Total Liabilities 1,930,423 926,211 2,856,634
DEFERRED INFLOWS OF RESOURCES

Deferred Pension Inflows 38,258 38,258

Net Position

Invested in Capital Assets, Net of Related Debt 2,241,287 2,241,287

Assigned 9,982 9,982

Unrestricted (Deficit) (61,286) 73,154 11,868
Total Net Position $ 2,189,983 $ 73,154 $ 2,263,137

The accompanying Notes to Financial Statements are an integral part of this statement.
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EXHIBIT A-2

BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net (Expense) Revenue and

Program Revenues Changes in Net Assets

| Charges Operating Business-
| for Grants and Governmental type
| Functions/Programs Expenses Services Contributions Activities Activities Total
Governmental Activities:
Instruction:
Home Instruction $ -3 $ $ - $ $ -
Other Instruction 123,102 139,985 16,883 16,883
Tuition 53,635 83,306 29,671 29,671
Support Services:
Tuition 3,367,507 (3,367,507) (3,367,507)
Student & Instruction Related Services 46,554 (46,554) (46,554)
General Administrative Services 18,259 (18,259) (18,259)
Central Services 49,668 (49,668) (49,668)
Plant Operations and Maintenance 31,926 (31,926) (31,926)
Pupil Transportation 533,159 (533,159) (533,159)

Other 571 571 (571)

Unallocated Depreciation 94,961 (94,961) (94,961)
Total Governmental Activities 4,319,342 223,291 (4,096,051) (4,096,051)
Business-type Activities:
Shared Services Division 732,133 757,396 25,263 25,263
Total Business-type Activities 732,133 757,396 25,263 25,263
Total Primary Government $ 5051475 $ 757,396 $ 223291 $ (4,096,051) $ 25263 $ (4,070,788)
General Revenues:
Taxes:

Property Taxes, Levied for General Purposes, Net $ 2,079,911 § $ 2,079,911
Federal and State Aid not Restricted 1,449,516 1,449,516
Investment Earnings 480 480
Rent 17,500 17,500
Miscellaneous Income 14,947 14,947
Total General Revenues, Special Items, Extraordinary Items and Transfers 3,562,354 3,562,354

Change in Net Position (533,697) 25,263 (508,434)
Net Position—Beginning 2,723,680 47,891 2,771,571
Net Position—Ending $ 2,189,983 $ 73,154 $ 2,263,137

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




FUND FINANCIAL STATEMENTS

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




GOVERNMENTAL FUNDS
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BOROUGH OF NEWFIELD SCHOOL DISTRICT

BALANCE SHEETS
GOVERNMENTAL FUNDS
JUNE 30, 2015

EXHIBIT B-1

Special Total
General Revenue Governmental

Fund Fund Funds

ASSETS

Cash and Cash Equivalents $ 271,812 § $ 271,812
State Aid Receivable 23,145 23,145
Federal Aid Receivable 102,724 102,724
Interfund Receivable 972,192 972,192
Receivables from Other Governments 2,227 2,227
Total Assets $ 1,269,376 $ 102,724 $ 1,372,100

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts Payable $ 1,113,465 $ 38,009 $ 1,151,474
Interfund Payable 56,735 56,735
Loans Payable 128,993 128,993
Due to Grantor 164 164
Deferred Revenue 7,816 7,816
Total Liabilities 1,242,458 102,724 1,345,182
Fund Balances:
Assigned:
Excess Surplus - Designated for Subsequent Year's Expenditures 9,982 9,982
Unassigned Reported In:
General Fund 16,936 16,936
Total Fund Balances 26,918 26,918
Total Liabilities and Fund Balances $ 1,269,376 $ 102,724
Amounts reported for governmental activities in the statement of
net assets (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 $4,552,724 and the accumulated depreciation
is $2,311,437 (Note 8). 2,241,287
Deferred Outflow of Resources - Deferred Pension Contribution. 602,012
Deferred Inflows of Resources - Pension Actuarial Gains. (38,258)
Long Term Net Pension Liability (641,976)

Net assets of governmental activities

$ 2,189,983

The accompanying Notes to Financial Statements are an integral part of this statement.
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EXHIBIT B-2

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2015

REVENUES

Local Sources:
Local Tax Levy
Interest Earned
Rent
Miscellaneous

Total - Local Sources
State Sources
Federal Sources

Total Revenues

EXPENDITURES
Current:
Instruction:

Home Instruction
Other Instruction
Tuition

Support Services:
Tuition
Student & Instruction Related Services
General Administrative Services
Central Services
Plant Operations and Maintenance
Pupil Transportation

Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES (USES)

Total Other Financing Sources and Uses

Net Change in Fund Balances
Fund Balance—July 1

Fund Balance—June 30

Special Total
General Revenue Governmental
Fund Fund Funds

$ 2,079911 $ 2,079,911
480 480

17,500 17,500
14,947 14,947
2,112,838 2,112,838
1,449,516 139,985 1,589,501
83,306 83,306

3,562,354 223,291 3,785,645
123,102 123,102

53,635 53,635

3,367,507 3,367,507
46,554 46,554

18,259 18,259
49,668 49,668
31,926 31,926
454,937 454,937
571 571
3,922,868 223,291 4,146,159
(360,514) (360,514)
(360,514) (360,514)
387,432 387,432

$ 26,918 $ 26,918

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF NEWFIELD SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Total Net Change in Fund Balances - Governmental Funds (from B-2)

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

Capital outlays are reported in governmental funds as expenditures. However, in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation in the period.

Depreciation expense

Pension contributions are reported in governmental funds as expenditures. However, in the statement of activities,
the contributions are adjusted for actuarial valuation adjustments, including service and interest costs, administrative
costs, investment returns, and experience/assumption. This is the amount by which net pension liability and deferred
inflows/outflows related to pension changed during the period.

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

Proceeds from debt issues are a financing source in the governmental funds. They are not revenue in
the statement of activities; issuing debt increases long-term liabilities in the statement of net assets.
Proceeds of long-term debt
Capital lease proceeds

Change in net assets of governmental activities (A-2)

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

$

$

EXHIBIT B-3

(360,514)

(94,961)

(78,222)

(533,697)
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EXHIBIT B-4

BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUNDS

JUNE 30, 2015
Business-Type Activities
Enterprise Fund
Shared
Services Total
Division Enterprise
ASSETS
Current Assets:
Cash and Cash Equivalents $ $
Accounts Receivable 999,365 999,365
Total Current Assets 999,365 999,365
Total Assets $ 999,365 $ 999,365
LIABILITIES AND FUND EQUITY:
Current Liabilities:
Interfund Accounts Payable $ 910,457 $ 910,457
Accounts Payable 15,754 15,754
Total Current Liabilities 926,211 926,211
Net Position
Unrestricted 73,154 73,154
Total Fund Equity 73,154 73,154
Total Liabilities & Net Position $ 999,365 $ 999,365

The accompanying Notes to Financial Statements are an integral part of this statement.
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EXHIBIT B-5

BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

Business-Type Activities
Enterprise Fund

Shared
Services Total
Division Enterprise
Operating Revenues:
Charges for Services:
Sales $ 757,396 $ 757,396
Total Operating Revenue: 757,396 757,396
Operating Expenses:
Cost of Sales 335,986 335,986
Salaries and Benefits 396,147 396,147
Total Operating Expenses 732,133 732,133
Operating Income (Loss) 25,263 25,263
Total Non-operating Revenues (Expenses)
Income (Loss) Before Contributions & Transfers 25,263 25,263
Change in Net Position 25,263 25,263
Total Net Position - Beginning 47,891 47,891
Total Net Position - Ending $ 73,154 $ 73,154

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

BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

Business-Type Activities
Enterprise Funds

Shared
Services Total
Division Enterprise
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers $ (241,969) $ (241,969)
Payments to Employees and Benefits (396,147) (396,147)
Payments to Suppliers 638,116 638,116
Net Cash Provided by (Used for) Operating Activities - -
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Net Cash Provided by (Used for) Non-capital Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Balances—Beginning of Year
Balances—End of Year $ $

Reconciliation of Operating Income (Loss) to Net Cash Provided
(Used) by Operating Activities:
Operating Income (Loss) $ 25,263 $ 25,263
Adjustments to Reconcile Operating Income (Loss) to Net Cash
Provided by (Used for) Operating Activities:

(Increase) Decrease in Accounts Receivable, Net (999,365) (999,365)
Increase (Decrease) in Interfund Payable 910,457 910,457
Increase (Decrease) in Accounts Payable 15,754 15,754
Total Adjustments (73,154) (73,154)
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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EXHIBIT B-7
BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
JUNE 30, 2015
Unemployment
Compensation Agency
Insurance Funds
Trust Payroll
ASSETS
Cash and Cash Equivalents $ 269 $ 3,773
Accounts Receivable 1,227
Total Assets 269 5,000
LIABILITIES
Interfund Payable 5,000
Total Liabilities $ 5,000
NET POSITION
Held in Trust for Unemployment
Claims and Other Purposes $ 269

The accompanying Notes to Financial Statements are an integral part of this statement.
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EXHIBIT B-8
BOROUGH OF NEWFIELD SCHOOL DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2015
Unemployment
Trust
Fund
ADDITIONS
Contributions $ 110
DEDUCTIONS
Expenditures
Change in Net Position 110
Net Position—Beginning of the Year 159

Net Position—End of the Year $ 269
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BOROUGH OF NEWFIELD SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1. DESCRIPTION OF THE SCHOOL DISTRICT AND REPORTING ENTITY

A. Reporting Entity:

The Borough of Newfield School District is a Type II district located in the County of Gloucester, State of
New Jersey. As a Type Il district, the Newfield School District functions independently through a Board
of Education. The board is comprised of five members elected to three-year terms. These terms are
staggered so that some members’ terms expire each year. The purpose of the district is to provide
education to students in grades K-12. The Newfield School District is a sending district. A Board
Secretary is appointed under a contracted service agreement by the Board and is responsible for the
administrative control of the District.

The primary criterion for including activities within the District's reporting entity, as set forth in Section
2100 of the GASB Codification of Governmental Accounting and Financial Reporting Standards, is
whether:

the organization is legally separate (can sue or be sued in their own name)

the District holds the corporate powers of the organization

the District appoints a voting majority of the organization’s board

the District is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the District
there is a fiscal dependency by the organization on the District

YVVVVVYY

Based on the aforementioned criteria, the District has no component units.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Recently Issued and Adopted Accounting Pronouncements:

The district adopted the following GASB statements:

GASB 67, Financial Reporting for Pension Plans, an Amendment of GASB 25, will be effective beginning with the
year ending June 30, 2013. The objective of this Statement is to improve financial reporting by state and local
governmental pension plans. This Statement results from a comprehensive review of the effectiveness of existing
standards of accounting and financial reporting for pensions with regard to providing decision- useful information,
supporting assessments of accountability and interperiod equity, and creating additional transparency. This
statement replaces the requirements of Statement No. 25, Financial reporting for Deferred Benefit Pension Plans
and Note Disclosures for Defined Contribution Plans and No.50, Pension Disclosures, as they relate to pension
plans that are administered through trusts or equivalent arrangements that meet certain criteria. The adoption of
GASB 67, however, does not have any impact on the School District's financial statements.

GASB 68, Accounting and Financial reporting for Pensions, will be effective beginning with the year ending June
30, 2014. The objective of this Statement is to improve accounting and financial reporting by state and local
governments for pensions. It also improves information provided by state and local governmental employers about
financial support for pensions hat is provided by other state entities. This Statement replaces the requirements of
Statement No.27, Accounting for Pension Disclosures, and Local Governmental Employers, as well as the
requirements of Statement 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 adoption of GASB
68, will impact the financial statements of the School District's.
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BOROUGH OF NEWFIELD SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Recently Issued and Adopted Accounting Pronouncements (Cont'd):

In November 2013, the GASB issued Statement 71, Pension Transition for Contributions made Subsequent to the
Measurement Date - an amendment of GASB Statement No. 68. GASBS 71 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. The requirements of this Statement will eliminate the source of a potential
significant understatement of restated beginning net position and expense in the first year of implementation of
Statement 68 in the accrual-basis financial statements of employers and nonemployer contributing entities. This
Statement is effective for fiscal years beginning after June 15, 2014. The adoption of GASB 71, will impact the
financial statements of the School District's.

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

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

A. Basis of Presentation:

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

District-wide Statements: The statement of Net Position and the statements of activities display
information about the financial activities of the overall district, except for fiduciary activities.
Eliminations have been made to minimize the double counting of internal activities. These statements
distinguish between the governmental and business-type activities of the District. 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 Position presents the financial condition of the governmental and business-type
activities of the District at the fiscal year end while the statement of activities presents a comparison
between direct expenses and program revenues for each different 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. Indirect expenses-expenses of the District related
to the administration and support of the District’s programs, such as personnel and accounting-are
not allocated to programs.

> Program revenues include (a) 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
requirements of a particular program. Revenues that are not classified as program revenues,
including all taxes and state formula aid, are presented as general revenues.
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BOROUGH OF NEWFIELD SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

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

A. Basis of Presentation (Cont'd):

Fund Financial Statements: During the fiscal year, the School District segregates transactions related to
certain School District functions or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. The fund financial statements provide information about the District’s
funds, including its fiduciary funds. Separate statements for each fund category — governmental,
proprietary, and fiduciary — are presented. The New Jersey Department of Education (NJDOE) has
elected to require New Jersey districts to treat each governmental fund as a major fund in accordance with
the option noted in GASB No. 34, paragraph 76. The NJDOE believes that the presentation of all funds as
major is important for public interest and to promote consistency among district financial reporting.

B. Fund Accounting:

The accounts of the District are maintained in accordance with the principles of fund accounting to ensure
observance of limitations and restrictions on the resources available. The principles of fund accounting
require that resources be classified for accounting and reporting purposes into funds in accordance with
activities or objectives specified for the resources. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and
expenditures or expenses, as appropriate.

Government resources are allocated to and accounted for in individual funds based upon the purposes for
which they are to be spent and the means by which spending activities are controlled. The various funds
and accounts are grouped, in the financial statements in this report into three broad funds:

GOVERNMENTAL FUNDS

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

As required by the New Jersey State Department of Education, the District includes budgeted Capital
Outlay in this fund. 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 Current Expense by board resolution.
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BOROUGH OF NEWFIELD SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

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

B. Fund Accounting (Cont'd):

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of specific
revenue from State and Federal Government, (other than major capital projects, Debt Service or the
Enterprise Funds) and local appropriations that are legally restricted to expenditures for specified
purposes.

Capital Projects Fund - The Capital Projects Fund is used to account for all financial resources to
be used for the acquisition or construction of major capital facilities (other than those financed by
Proprietary Funds). 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. The District currently has no capital projects, and, therefore, the
accounting system of the District does not include a capital projects fund.

Debt Service Fund — The District would account for the accumulation of resources for, and the
payment of principal and interest on bonds issued to finance majority property acquisition,
construction and improvement programs in the debt service fund. There was, however, no bonded
debt as of June 30, 2015.

PROPRIETARY FUNDS

The accounting system of the district includes a Shared Services proprietary type Enterprise Fund,
whereby services are provided on a cost-reimbursement basis.

FIDUCIARY FUNDS

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

Expendable Trust Fund - The district maintained an Expendable Trust Fund for Unemployment.

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

Agency Fund - Agency funds are used to account for the assets that the District holds on behalf of
others as their agent. Payroll deductions were accounted for in this fund. There was no student
activity fund during fiscal year 2014-2015.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

C. Basis of Accounting and Measurement Focus:

Basis of accounting determines when transactions are recorded in the financial records and reported on 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; the enterprise fund and fiduciary funds use the accrual basis of accounting.
Differences in the accrual and modified accrual basis of accounting arise in the recognition of revenue, the
recording of unearned revenue, and in the presentation of expenses versus expenditures. Ad Valorem
(Property) Taxes are susceptible to accrual as under the 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 is
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 transaction 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 general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.

In its accounting and financial reporting, the District follows the pronouncements of the Governmental
Accounting Standards Board (GASB) and the pronouncements of the Financial Accounting Standards
Board (FASB) and its predecessor organizations issued on or before November 30, 1989, unless they
conflict with or contradict GASB pronouncements. The District’s proprietary funds have elected not to
apply the standards issued by FASB after November 30, 1989. The accrual basis of accounting is used for
measuring financial position and operating results of proprietary fund types and nonexpendable trust
funds. Under this method, revenues are recognized in the accounting period in which they are earned and
expenses are recognized when they are incurred.

D. Budgets/Budgetary Control:

Annual appropriated budgets are prepared in the spring of each year for the general, special revenue, and
debt service funds, which are submitted to the county office. In accordance with P.L. 2011, c. 202, the
School District passed a resolution to move the school board election to the first Tuesday after the first
Monday in November, starting in November of 2012 and to be held simultaneously with the general
election. As a result, a vote is not required on the School District’s general fund tax levy for the budget
year, other than the general fund tax levy required to support a proposal for additional funds, if any.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

D. Budgets/Budgetary Control (Cont'd):

Budgets are prepared using the modified accrual basis of accounting, except for the special revenue fund
as described later. 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: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.A.C.
6A:23A-13.3. The Board of Education did not make any material supplemental budgetary appropriations
during the fiscal year.

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

The accounting records of the special revenue fund are maintained on the grant accounting budgetary
basis. The grant accounting budgetary basis differs from GAAP in that the grant accounting budgetary
basis 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.

Because the District is a non-operating district and grant funds are passed through to the Upper Township
School District, the budgetary basis of accounting as presented in the Combined Statement of Revenues,
Expenditures and Changes in Fund Balances - Budget and Actual - General and Special Revenue Funds
and the GAAP basis of accounting as presented in the Combined Statement of Revenues, Expenditures
and Changes in Fund Balance - All Governmental Fund Types are the same and no reconciliation of the
two bases of accounting is necessary.

A reconciliation of the general and special revenue funds, from the budgetary basis of accounting as
presented in the Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget
and Actual - General, Special Revenue and Debt Service Funds, to the GAAP basis of accounting as
presented in the Combined Statement of Revenues, Expenditures and Changes in Fund Balances-All
Governmental Fund Types, is reflected on Exhibit C-3.

E. Encumbrances:

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

Any open encumbrances in the special revenue fund, for which the District has received advances, are
reflected in the balance sheet as unearned revenues at fiscal year end.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

E. Encumbrances: (Cont'd)

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. The District had no balance reserved
for encumbrances at June 30, 2015.

F. Cash, Cash Equivalents and Investments:

Cash and cash equivalents 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. 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. New Jersey statute 18A:20-37 provides a list of permissible investments that may be
purchased by New Jersey school districts.

Additionally, the District has adopted a cash management plan that 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.

N.J.S.A. 17:9-41 et. 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 Act. Public depositories include Savings and Loan
institutions, banks (both state and national banks) and savings banks 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.

G. Tuition Receivable/Payable:

Tuition charges payable for the fiscal years 2012-13, 2013-14, and 2014-15 were based on rates
established by the receiving district. These rates are subject to change when the actual costs have been
determined. There is no tuition income and, therefore, no tuition receivables.

H. Short -Term Interfund Receivables/Payables:

Short-term interfund receivables/payables represent amounts that are owed, other than charges for goods
or services rendered to/from a particular fund in the District and that are due within one year.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

I. Assets, Liabilities and Equity:

Transactions - Interfund receivables/payables represent amounts that are owed, other than charges for
goods or services rendered to/from a particular fund in the District and that are due within one year.

Capital Assets - Capital assets acquired or constructed during the year are recorded at actual cost.
Donated fixed assets are valued at their estimated fair market value on the date received. Capital assets
acquired or constructed prior to June 30, 2006 are valued at cost based on historical records or through
estimation procedures performed by an independent appraisal company. Capital assets are reflected as
expenditures in the applicable governmental funds, and the related assets are reported in the statement of
Net Position. Expenditures that enhance the asset or significantly extend the useful life of the asset are
considered improvements and are added to the asset’s currently capitalized cost. The cost of normal
repairs and maintenance are not capitalized.

Capital assets are depreciated in the district-wide financial statements using the straight-line method over
the following estimated useful lives:

Estimated
Asset Class Useful Lives
School Building 50
Building Improvements 20
Equipment 5-10

J. Accrued Salaries and Wages:

As of June 30, 2015, there were no wages earned or accrued.

K. Compensated Absences:

The District has no employees, therefore, no compensated absences.

L. Unearned Revenue:

Unearned revenue in the special revenue fund represents cash that has been received but not yet earned.

M. Fund Equity:

Contributed capital represents the amount of fund capital contributed to the proprietary funds from other
funds. Reserves represent those portions of fund equity not available for appropriation for expenditure or
legally segregated for a specific future use. Designated fund balances represent plans for future use of
financial resources.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

N. Comparative Data/Reclassifications:

Comparative total data for the prior year have been presented in selected sections of the accompanying
financial statements in order to provide an understanding of the changes in the District's financial position
and operations. Also, certain immaterial amounts presented in the prior year data have been reclassified in
order to be consistent with the current year's presentation.

0. Use of Estimates:

In order for the preparation of basic financial statements to be in conformity with generally accepted
accounting principles, management is required to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

P. Accrued Liabilities and Long-term Obligations:

All payables, accrued liabilities, and long-term obligations are reported on the District-wide financial
statements. Long-term debt is recognized as a liability of a governmental fund when due, or when
resources have been accumulated in the debt service fund for payment early in the following year. For
other long-term obligations, only that portion expected to be financed from expendable available financial
resources is reported as a fund liability of a governmental fund. The remaining portion of such obligations
is reported in the Statement of Net Position.

Q. Net Position:

Net position represents the difference between assets and liabilities. Net position invested in capital
assets, net of related debt 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 School District or through external restrictions imposed by
creditors, grantors, or laws or regulations of other governments. The School District’s policy is to first
apply restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available.

R. Fund Balance Reserves:

The School District reserves those portions of fund balance which are legally segregated for a specific
future use or which do not represent available expendable resources and, therefore, are not available for
appropriation or expenditure. Unreserved fund balance indicates that portion which is available for
appropriation in future periods. A fund balance reserve has been established for encumbrances.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

S. Bond and Lease Acquisition Costs:

As part of any long-term bond issue or lease agreement, providing for the use of school buildings,
payments constituting professional lease acquisition and other related professional fees will expensed
when incurred in accordance with GASB Statement No. 65. There were no such leases for the year ended
June 30, 2015.

T. 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.

Non-exchange transactions, in which the School 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 income 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 for 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. 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.

NOTE 3. CASH AND CASH EQUIVALENTS AND INVESTMENTS

As of June 30, 2015 cash and cash equivalents in the fund financial statements of the District consisted of
the following:

Cash and Cash
Equivalents
Checking accounts $ 275,758
New Jersey Cash Management 96

Total $ 275,854
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NOTE 3. CASH AND CASH EQUIVALENTS AND INVESTMENTS (CONT’D)

Custodial Credit Risk — Custodial credit risk is the risk that, in the event of a bank failure, the School
District's deposits may not be recovered. Although the School District does not have a formal policy
regarding custodial credit risk, NJSA 17:9-41 t seq. requires that the governmental units shall deposit
public funds in public depositories protected from loss under the provisions of the Governmental Unit
Deposit Protection Act (GUDPA). GUDPA is a supplemental insurance program set forth by the New
Jersey Legislature to protect the deposits of local government agencies. The program is administered by
the Commissioner of the NJ Department of Banking and Insurance. Under the Act, the first $250,000 of
governmental deposits in each insured depository is protected by FDIC. Funds owned by the School
District in excess of FDIC insured amounts are protected by GUDPA. As of June 30, 2015, the School
District's bank balances of $651,951 custodial credit risk as follows:

Insured by Depository Insurance $250,096
Collateralized under GUDPA 401,962
Total $652.058

Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment.

Credit Risk - Credit risk is the risk that an issuer of an investment will not fulfill its obligations. The
District does not have a policy that restricts investment choices beyond Title 18A:20-37.

All bank deposits and investments as of the balance sheet date are entirely insured or collateralized by a
pool maintained by public depositories as required by the Governmental Unit Protection Act and are
classified as to credit risk by the following three categories described below.

Custodial Credit Risk for deposits is the risk that, in the event of a bank failure, the districts deposits may
not be returned to it. Although the district does not have a formal policy regarding custodial credit risk, as
described in Note 1: N.J.S.A. 17:9-41 et. Seq. requires that governmental units shall deposit public funds
in public depositories protected from loss under the provisions of the Governmental Unit Protection Act.
The Board of Education designates and approves a list of authorized depository institutions based on an
evaluation of solicited responses and presentation of GUDPA certifications provided.

As of June 30, 2015, the District did not have any investments.

NOTE 4. TUITION RESERVE ACCOUNT

There is no current balance in a reserve for tuition.

NOTE S. OPERATING AND CAPITAL LEASES

The District does not have any operating leases or balance in Capital Leases as of June 30, 2015.

NOTE 6. MAINTENANCE RESERVE

The District had no balance in the Maintenance Reserve, as of June 30, 2015.
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NOTE 7. CAPITAL RESERVE ACCOUNT

Capital reserve accounts may be established by New Jersey School Districts for the accumulation of funds
for use as capital outlay expenditures in subsequent fiscal years and are maintained in the general fund,
with its activity included in the annual budget. Funds placed in the capital reserve account are restricted to
capital projects in the districts approved Long Range Facilities Plan (LRFP).

Upon submission of the LRFP to the Department of Education, a district may increase Capital Reserve by
appropriating funds in the annual general fund budget certified for taxes or by transfer by board resolution
at year end of any unanticipated revenue or unexpended line-item appropriation amounts, or both. A
district may also appropriate additional amounts when the express approval of the voters has been
obtained either by a separate proposal at budget time or by a special question at one of the four special
elections authorized pursuant to N.J.S.A. 19:60-2. Pursuant to N.J.A.C. 6A:23A-14.1(g), the account
balance cannot at any time exceed the local support cost of uncompleted capital projects in its approved
LRFP. The June 30, 2015 LRFP balance of local support costs of uncompleted capital projects at June 30,
2015 is $225,254.04.

There was no balance in a Capital Reserve, as of June 30, 2015.

NOTE 8. CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2015 was as follows:

Beginning Ending
Balance Additions Retirements Balance
Governmental Activities:
Capital Assets that are not being Depreciated:
Land $ 116231 $ - 3 - $ 116,231
Total Capital Assets not being Depreciated 116,231 116,231
Site Improvement 30,245 30,245
Building and Building I