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CLEMENTON BOARD OF EDUCATION CLEMENTON ELEMENTARY SCHOOL
4 Audubon Avenue 4 Audubon Avenue
Clementon, New Jersey 08021-4499 Clementon, New Jersey 08021-4499
Telephone: (856) 783-2300 Telephone: (856) 783-2300
Fax: (856) 783-8929 Fax: (856) 783-8929

November 29, 2017

Honorable President and

Members of the Board of Education
Clementon School District

County of Camden, New Jersey

Dear Board Members:

The comprehensive annual financial report of the Clementon School District (“District”) for
the fiscal year ended June 30, 2017, is hereby submitted. Responsibility for both the
accuracy of the data and completeness and fairness of the presentation, including all
disclosures, rests with the management of the Board of Education (“Board”). To the best
of our knowledge and belief, the data presented in this report is accurate in all material
respects and is reported in a manner designed to present fairly the financial position and
results of operation 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 a Single Audit in conformity with the provisions of the State of New Jersey
Circular 15-08 OMB, Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid. Information related to this Single Audit, including the auditor's report on
the internal control structure and compliance with applicable laws and regulations and
findings and recommendations, are included in the Single Audit section of this report.
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1. REPORTING ENTITY AND ITS SERVICES: Clementon School District is an
independent reporting entity within the criteria adopted by the GASB as established by
NCGA Statement No. 3. All funds of the District are included in this report. The
Clementon Board of Education and its school constitute the District's reporting entity.

The District provided educational services for grades Pre-Kindergarten through grade 8 in
our building. Through a send/receive relationship with the Pine Hill School District, we
provide programs for our students in grades 9-12, including Special Education. The
District completed the 2016-2017 fiscal year with an average enroliment of 446 students.
The following details the changes in the student enroliment of the District over the last
twelve (12) years.

AVERAGE DISTRICT ENROLLMENT

STUDENT INCREASE/ PERCENT

FISCAL YEAR ENROLLMENT DECREASE CHANGE
2016-2017 446 -18 42
2015-2016 465 36 8.6
2014-2015 428 -26 5.0
2013-2014 454 2 .01
2012-2013 452 -4 .01
2011-2012 456 -22 .05
2010-2011 478 -18 .04
2009-2010 496 -23 .05
2008-2009 519 6 0.1
2007-2008 513 -20 22
2006-2007 533 -45 1.1
2005-2006 578 - 34 .0.6

2. ECONOMIC CONDITION AND OUTLOOK: The Borough of Clementon is
considered to be small in size with an area of only two square miles. The Borough
comprised approximately 1280 acres and is estimated to be 90% developed with 85% of
the developed area being residential, 10% commercial and 5% industrial.

The history of the Borough of Clementon centers on its six lakes. In the early 1900’s it
was a favorite spot for summer vacationers with a bustling downtown area and its famed
amusement park, Clementon Lake Park. Today, however, many of the stores and
businesses have left the Borough in favor of shopping malls and large commercial office
buildings. This has resulted in the majority of the land becoming residential. Population
estimates of the Borough and the 2000 census reveal a decrease in the number of
residents in recent years. Estimates of July 1, 1998 place the population at 5,399, while
the 2000 census shows 4,850, a decrease of 10.1%. Borough officials cite the possibility
of an inaccurate accounting from apartment residents as a cause for the decrease. An
indication of this can be seen in the increase of students enrolled at Clementon School
District. The average District enrollment has increased due to the dissolution of the
Lower Camden County Regional School District Number One.
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2. ECONOMIC CONDITION AND OUTLOOK (CONT’D): Clementon now
educates students through high school, entering into a send/receive relationship with the
Pine Hill School District for our 9t though 12th graders. Our enroliment of Pre-K - 8t
grade students has decreased by 18 for the 2016-2017 school year. Clementon students
enrolled at Overbrook High School in Pine Hill number 120. Clementon students enrolled
at Camden County Vocational School number 52.

3. MAJOR INITIATIVES: The District is utilizing the Marzano Teacher Evaluation
System and is following the requirements of ACHIEVE NJ. In addition, the District has
implemented Student Growth Objectives (SGOs) that get linked the to the teacher's
overall summative evaluation. Some of the programs we use for assessing students
include IRLA, NJ State Benchmarks, STAR, and Study Island. These programs allow
teachers to identify students that need remediation with academic skills. All of these
programs are aligned with the state standards.

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 statements in conformity with generally accepted accounting principals (GAAP).
The internal control structure is designed to provide reasonable, but not absolute,
assurance that these objectives are met. The concept of reasonable assurance
recognized 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 these 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, test 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.
Annual appropriated budgets are adopted for the general fund, the special revenue fund,
and the debt service fund. Project-length budgets are approved for capital improvements
and 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 account system is used to record outstanding purchase commitments
on a line item basis. Open encumbrances at year-end are either canceled or are
included as re-appropriations of fund balance in the subsequent year. Those amounts to
be re-appropriated are reported as an assignment of fund balance at June 30, 2017.
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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. These funds are explained in “Notes to the Financial Statements”,
Note 1.

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 Government 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: State statutes require an annual audit by independent
certified public accountants or registered municipal accountants. The accounting firm of
Bowman & Company LLP was selected by the Board. In addition to meeting the
requirements set forth in State statues, the audit also was designed to meet the
requirements of State Treasury Circular Letter 15-08 OMB. The auditor’s report on the
basic financial statements 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 the report.

10. ACKNOWLEDGEMENTS: We would like to express our appreciation to the
members of the Clementon Board of Education for their concern in providing fiscal
accountability to the citizens and taxpayer of the school district and thereby contributing
full support to the development and maintenance of our financial operation.

Respectfully submitted,

ﬁ aﬂw’m@/@'n‘zg ;?Lm,mﬁz,, & /%%%Zé |
(
Kathleen Haines Joanne E. Clement

Superintendent School Business Administrator /
Board Secretary
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR'S REPORT

The Honorable President and
Members of the Board of Education
Clementon School District
Clementon, New Jersey 08021

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Clementon School District, in the
County of Camden, State of New Jersey, as of and for the fiscal year ended June 30, 2017, 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

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; 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 Division of Administration and
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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the 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, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting principles used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Clementon School District, in the County of Camden, State of New Jersey, as of
June 30, 2017, and the respective changes in financial position and, where applicable, cash flows thereof for the
fiscal year then ended in accordance with accounting principles generally accepted in the United States of
America.

601 White Horse Road | Voorhees, NJ 08043 | P 856.435.6200 | F 856.435.0440 | www.bowmanllp.com
-10-
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, schedule of the School District’s proportionate share
of the net pension liability, and schedule of the School District’s contributions, 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. 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 Clementon School District’s basic financial statements. The introductory section, combining statements and
related major fund supporting statements and schedules, statistical section, and schedule of expenditures of
federal awards are presented for purposes of additional analysis, as required by the Division of Administration
and Finance, Department of Education, State of New Jersey, and are not a required part of the basic financial
statements. The accompanying schedule of expenditures of state financial assistance, as required by State of
New Jersey Circular 15-08-OMB, Single Audit Policy for Recipients of Federal Grants, State Grants and State
Aid, is also presented for purposes of additional analysis and is not a required part of the 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 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 our opinion, the accompanying combining
statements and related major fund supporting statements and schedules and schedules of expenditures of federal
awards and 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 section listed in the table of contents have not been subjected to the

auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on them.

-11-
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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 29, 2017 on
our consideration of the Clementon School District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Clementon School District's internal control over financial reporting and compliance.

Respectfully submitted,

BOWMAN & COMPANY LLP
Certified Public Accountants
& Consultants

U/ REZNN

L. Jarred Corn
Certified Public Accountant
Public School Accountant No. CS 00219700

3 9
E*Z”?\:)WW\{\'\J &l Com ?AMW‘ l/‘/‘

Voorhees, New Jersey
November 29, 2017

-12-
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Exhibit K-1

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
Clementon School District
Clementon, New Jersey 08021

We have audited, in accordance with the auditing standards generally accepted in the United States of America,
the standards applicable to financial statement 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 Division
of Administration and 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 Clementon School District, in the County of Camden, State of New Jersey, as of and for the
fiscal year ended June 30, 2017, and the related notes to the financial statements, which collectively comprise the
School District’s basic financial statements, and have issued our report thereon dated November 29, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Clementon 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 our 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, we do not
express an opinion on the effectiveness of the Clementon 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 entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

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

601 White Horse Road | Voorhees, NJ 08043 | P 856.435.6200 | F 856.435.0440 | www.bowmanllp.com
-13-



20250 Exhibit K-1

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Clementon School District’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards, and audit requirements as prescribed by the Division of Administration and
Finance, Department of Education, State of New Jersey.

Purpose of this Report

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

Respectfully submitted,

\ 2
Zrowaman < Con AR~ L

BOWMAN & COMPANY LLP
Certified Public Accountants
& Consultants

/‘. N
()l . /()W\S/:V (o~
L. Jarred Corn

Certified Public Accountant
Public School Accountant No. CS 00219700

Voorhees, New Jersey
November 29, 2017

-14-



REQUIRED SUPPLEMENTARY INFORMATION
PART I

MANAGEMENT'S DISCUSSION AND ANALYSIS




CLEMENTON SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2017
(Unaudited)

As management of the Clementon School District (hereafter referred to as the “School District”), we offer readers
of the School District’s financial statements this narrative overview and analysis of the financial activities for the
fiscal years ended June 30, 2017 and 2016. 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 information furnished in our letter of
transmittal, notes to the basic financial statements, and financial statements to enhance their understanding of the
School District’s financial performance.

FINANCIAL HIGHLIGHTS

e The net position of the School District, which represents the difference between the summation of assets and
deferred outflows of resources, and the summation of liabilities and deferred inflows of resources, totaled
$6,345,318.83 at the close of the current fiscal year. Of this amount, $6,097,571.69 represents net position of
governmental activities and $247,747.14 for business-type activities.

e As of the close of the current fiscal year, the School District’s governmental funds reported combined ending
fund balances of $4,082,051.77, an increase of $1,232,886.06, or forty-three percent (43%), in comparison
with the prior fiscal year.

e At the end of the current fiscal year, unassigned fund balance for the general fund was a deficit of
$300,499.10, which represents an eight percent (8%) increase from that of the prior fiscal year. Maintaining
fund balance is vital for the School District’'s cash flow. Additional information as to the cause of this
unassigned deficit fund balance can be found in note 16 to the financial statements.

e The School District’s total bonded debt decreased by $432,000.00 as a result of budgeted debt payments.

USING THIS COMPREHENSIVE ANNUAL FINANCIAL REPORT

This comprehensive annual financial report consists of a series of financial statements. The statement of net
position and the statement of activities provide information about the activities of the School District as a whole
and present a longer-term view of the School District’s finances. Fund financial statements for the governmental
activities tell how these services were financed in the short term as well as what remains for future spending.
Fund financial statements also report the School District’'s operations in more detail than the government-wide
statements by providing information about the School District's most significant funds.

Reporting the School District as a Whole

One of the most important questions asked about the School District’s finances is, “Is the School District as a
whole better off or worse off as a result of the fiscal year's activities?” The statement of net position and the
statement of activities report information about the School District as a whole and about its activities in a way that
helps answer this question. These statements include all assets, deferred outflows of resources, liabilities, and
deferred inflows of resources using the accrual basis of accounting, which is similar to the accounting used by
most private-sector companies. All of the current fiscal year's revenues and expenses are taken into account
regardless of when cash is received or paid.
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USING COMPREHENSIVE ANNUAL FINANCIAL REPORT (CONT’D)
Reporting the School District as a Whole (Cont'd)

These two statements report the School District’'s net position and changes in it. You can think of the School
District’s net position - which represents the difference between the summation of assets and deferred outflows of
resources, and the summation of liabilities and deferred inflows of resources - as one way to measure the School
District’s financial health, or financial position. Over time, increases or decreases in the School District’s net
position is one indicator of whether its financial health is improving or deteriorating. You will need to consider
other nonfinancial factors, however, such as changes in the School District’'s property tax base and the condition
of the School District’s capital assets, to assess the overall health of the School District.

In the statement of net position and the statement of activities, we divide the School District into two kinds of
activities, those being governmental activities and business-type activities. In the governmental activities, this is
where all of the School District's basic services are reported and are supported from property taxes and
intergovernmental revenues. The business-type activities of the School District include a food service program
and a Camp Clementon Community Education program and are supported from user fees and charges.

Reporting the School District's Most Significant Funds

The fund financial statements provide detailed information about the most significant funds, not the School District
as a whole. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The School District, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the
funds of the School District can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

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

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

The School District maintains four individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund, special revenue fund, capital projects fund, and debt service fund,
which are all considered to be major funds.

The School District adopts an annual budget for its general fund, special revenue fund, and debt service fund.
Budgetary comparison schedules have been provided to demonstrate compliance with these budgets.

Proprietary Funds - The School District maintains one type of proprietary fund; that being an enterprise fund.
Enterprise funds are used to report the same functions presented as business-type activities in the government-
wide financial statements. The School District uses an enterprise fund to account for its food service and Camp
Clementon Community Education programs.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for the food service and Camp
Clementon Community Education school programs, which are all considered to be major funds.
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USING COMPREHENSIVE ANNUAL FINANCIAL REPORT (CONT’D)
Reporting the School District's Most Significant Funds (Cont'd)

Fiduciary Funds - fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the School District's own programs. The accounting used
for fiduciary funds is much like that used for proprietary funds.

Notes to the Financial Statements - the notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

THE SCHOOL DISTRICT AS A WHOLE

During fiscal year 2017, the School District's net position increased by $1,579,115.13, increasing from
$4,766,203.70 in fiscal year 2016 to $6,345,318.83 in fiscal year 2017. Our analysis that follows focuses on the
net position (Table 1) and changes in net position (Table 2) of the School District's governmental-type activities
and business-type activities.

TABLE 1
NET POSITION
Governmental Business-Type Government-wide
Activities Activities Totals Government-wide

2017 016 2017 016 2017 2016 Change % Change

Current and Other Assets $ 448537723 $§ 3,094,369.59 $ 209,360.64 $ 168,239.80 $ 4,694,737.87 $ 3,262,609.39 $ 1,432,128.48 43.9%|
Capital Assets 4,262,918.06 4,339,225.30 42,580.00 39,957.00 4,305,498.06 4,379,182.30 (73,684.24) -1.7%|
Total Assets 8,748,295.29 7.433,594.89 251,940.64 208,196.80 9,000,235.93 7,641,791.69 1,358,444.24 17.8%
Deferred Outflows of Resources 585,971.85 315,231.98 - - 585,971.85 315,231.98 270,739.87 85.9%)|
Other Liabilities 458,342.60 306,190.02 4,193.50 5,342.68 462,536.10 311,532.70 151,003.40 48.5%|
Long-Term Liabilities Outstanding 2,576,279.85 2,739,653.27 2,576,279.85 2,739,653.27 (163,373.42) -6.0%)
Total Liabilities 3,034,622.45 3,045,843.29 4,193.50 5,342.68 3,038,815.95 3,051,185.97 (12,370.02) -0.4%|
Deferred Inflows of Resources 202,073.00 139,634.00 - - 202,073.00 139,634.00 62,439.00 44.7%|
Net Investment in Capital Assets 3,824,343.91 3,482,552.28 42,580.00 39,957.00 3,866,923.91 3,522,509.28 344,414.63 9.8%
Restricted 3,427,861.70 2,871,048.01 3,427,861.70 2,871,048.01 556,813.69 19.4%)
Unrestricted (Deficit) (1,154,633.92) (1,790,250.71) 205,167.14 162,897.12 (949,466.78) (1,627,353.59) 677,886.81 41.7%)|
Net Position $ 6,097,571.69 $§ 4563,349.58 $§ 24774714 $ 202,854.12 § 6,345318.83 $ 4,766,203.70 _$ 1,579,115.13 33.1%

In total, assets increased by $1,358,444.24, deferred outflows of resources increased by $270,739.87, liabilities
increased by $52,099.76, and deferred inflows of resources increased by $62,439.00. The increase in assets
was primarily attributable to two factors. The first is an increase of $549,519.10 of cash on hand at fiscal year-
end. The second is an increase in accounts receivable due from the fiduciary fund for $838,786.32. The net
increase in deferred outflows of resources and the increase in deferred inflows of resources were primarily
attributable to the changes in the School District’s pension liabilities (see note 7 to the financial statements). The
net increase in liabilities was primarily attributable to the change in the bond payable (see note 6 to the financial
statements).
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THE SCHOOL DISTRICT AS A WHOLE (CONT’D)

The largest portion, sixty-one percent (61%), or $3,866,923.91, of the School District’s total net position at the end
of the current fiscal year reflects its net investment in capital assets (i.e., land, buildings, equipment). This
component represents capital assets, net of accumulated depreciation, and net of outstanding balances of
borrowings used for the acquisition, construction, or improvement of those assets. The School District uses these
assets to provide educational services to students; consequently, these assets are not available for future
spending. Although the School District’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from sources since the capital assets
themselves cannot be used to liquidate these liabilities.

An additional component of the School District's net position, approximately fifty-four percent (54%), or
$3,427,861.70, represents resources that are restricted. These amounts consist of amounts restricted for debt
service, tuition, emergencies, maintenance, excess surplus, and capital projects. Additional information on the
School District’s restricted net position can be found in note 17 in the notes to the financial statements.

The third and final component of net position is unrestricted. This component represents resources and uses that
do not meet the criteria of the aforementioned two components of net position. At the end of the current fiscal
year, the School District’'s unrestricted net position was in a deficit in the amount of $949,466.78. The deficit is
primarily due to the delay of the June state aid payments and the recording of long-term liabilities for early
retirement incentive, compensated absences, and net pension liability. Such long-term liabilities are funded by
the School District on a pay-as-you-go basis. See note 6 in the notes to the financial statements for further detail
regarding long-term liabilities.

The following table illustrates the changes in net position of the School District's governmental-type activities and
business-type activities.

TABLE 2
CHANGES IN NET POSITION

Governmental Business-Type Government-wide Government-wide
Activities Activities Totals
Change % Change
017 016 017 201 017 201
REVENUES:
Program Revenues:
Charges for Services $ 164,803.78 § 129,958.73 $ 176,640.23 $ 158,871.36 § 341,44401 $ 288,830.09 $ 52,613.92 18.2%)
Operating Grants and Contributions 3,067,622.78 2,371,018.47 179,632.78 181,049.17 3,247,255.56 2,552,067.64 695,187.92 27.2%)|
General Revenues:
Property Taxes:
Levied for General Purposes 4,159,197.03 4,118,079.04 4,159,197.03 4,118,079.04 41,117.99 1.0%
Levied for Debt Service 446,537.01 432,389.00 446,537.01 432,389.00 14,148.01 3.3%)|
Federal and State Aid - Unrestricted 6,497,913.76 6,450,408.88 6,497,913.76 6,450,408.88 47,504.88 0.7%|
Interest and Investment Earnings - Unrestricted 6,276.89 6,276.89 - 6,276.89 100.0%)
Miscellaneous 955,244.75 230,609.99 955,244.75 230,609.99 724,634.76 314.2%
Total Revenues 15,297,596.00 13,732,464.11 356,273.01 339,920.53 15,653,869.01 14,072,384.64 1,581,484.37 11.2%)
EXPENSES:
Instruction 3,784,841.79 3,688,028.15 3,784,841.79 3,688,028.15 96,813.64 2.6%)|
Support Services 9,755,478.26 9,175,716.12 9,755,478.26 9,175,716.12 579,762.14 6.3%)|
Transfer of Funds to Charter School 165,573.00 51,507.00 165,573.00 51,507.00 114,066.00 221.5%)
Interest on Long-Term Debt 26,656.13 33,659.89 26,656.13 33,659.89 (7,003.76) -20.8%|
Unallocated Depreciation 30,225.71 33,210.28 30,225.71 33,210.28 (2,984.57) -9.0%)|
Loss on Disposal of Capital Assets 599.00 599.00 599.00 100.0%]
Food Service 243,719.71 234,792.20 243,719.71 234,792.20 8,927.51 3.8%|
Camp Clementon Community Education 67,660.28 67,410.28 67,660.28 67,410.28 250.00 0.4%)
Total Expenses 13,763,373.89 12,982,121.44 311,379.99 302,202.48 14,074,753.88 13,284,323.92 790,429.96 6.0%)|
Change in Net Position 1,5634,222.11 750,342.67 44,893.02 37,718.05 1,579,115.13 788,060.72 _$ 791,054.41 100.4%|
Net Position, July 1 4,563,349.58 3,813,006.91 202,854.12 165,136.07 4,766,203.70 3,978,142.98
Net Position, June 30 $ 609757169 _$ 456334958 $ 247,74714 $ 202,854.12 _$ 6,345318.83 § 4,766,203.70
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THE SCHOOL DISTRICT AS A WHOLE (CONT’D)

During fiscal year 2017, the School District’'s total revenues increased by $1,581,484.37, increasing from
$14,072,384.64 in fiscal year 2016 to $15,653,869.01in fiscal year 2017. The net change in total revenues is
largely attributable to the following:

e operating grants and contributions increased from fiscal year 2016 by $695,187.92, or 27.2%
e charges for services increased from fiscal year 2016 by $52,613.92, or 18.2%

e miscellaneous revenue increased from fiscal year 2016 by $724,634.76, or 314.2%, as a result of a
distribution from an estate for the School District in the amount of $840,442.68

Property taxes constituted approximately twenty-nine percent (29%) of total revenues for the School District for
the fiscal year 2017. In addition, unrestricted federal and state aid constituted approximately forty-two percent
(42%) of total revenues for the School District. Lastly, charges for services, operating grants and contributions,
interest and investment earnings, and miscellaneous income constituted approximately twenty-nine percent (29%)
of total revenues for the School District.

During fiscal year 2017, the School District's total expenses increased by $790,429.96, increasing from
$13,284,323.92 in fiscal year 2016 to $14,074,753.88 in fiscal year 2017. The net increase is largely attributable
to the following:

e an increase of costs for support services in the amount of $579,762.14, or 6.3%, attributable to increased
cost of employee benefits

e an increase of costs for transfer of funds to charter school in the amount of $114,066.00, or 221.5%
attributable to an increase of eight students being sent to a charter school in fiscal year 2017

e an increase of costs for instruction in the amount of $96,813.64, or 2.6%, attributable to the fact that the
School District had two additional teachers for grades 1-5 in fiscal year 2017

THE SCHOOL DISTRICT’S FUNDS
Governmental Funds

As the School District completed the fiscal year, its governmental funds reported a combined fund balance of
$4,082,051.77, which is an increase over last fiscal year's total of $2,849,165.71. Of the combined ending fund
balances of $4,082,051.77, the deficit unassigned fund balance was $300,499.10 (see note 16 for cause of
deficit). The remainder of fund balance is restricted / assigned to indicate that it is not available for new spending
because it has already been assigned as follows: (1) restricted for capital reserve ($1,298,321.79), (2) restricted
for tuition reserves ($400,000.00), (3) restricted for emergency reserve ($200,000.00), (4) restricted for
maintenance reserve ($125,000.00), (5) restricted for excess surplus ($1,404,539.40), (6) restricted for debt
service ($.51), (7) committed fund balance ($836,442.68), (8) assigned to liquidate contracts and purchase orders
of the prior period ($17,148.65), and (9) assigned to the fiscal year 2018 budget for subsequent year’s
expenditures ($102,928.82).

General fund - The general fund is the general operating fund of the School District and is used to account for the
inflows and outflows its of financial resources. The acquisition of certain capital assets, such as equipment, is
accounted for in the general fund when it is responsible for the financing of such expenditures. At the end of the
current fiscal year, unassigned fund balance of the general fund was in a deficit in the amount of $300,499.10. As
previously stated, the deficit is primarily due to the delay of the June state aid payments (see note 16 to the
financial statements).
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THE SCHOOL DISTRICT’S FUNDS (CONT’D)
Governmental Funds (Cont'd)

General fund (Contd) - During the current fiscal year, the fund balance of the School District’'s general fund
increased by $1,225,099.73, or forty-three percent (43%). The primary factor affecting the fund balance of the
general fund is as follows:

e tuition expenditures decreased from fiscal year 2016 by $337,541.40, or 10%

e unrestricted miscellaneous revenues increased from fiscal year 2016 by $730,911.65, or 317% due to the
acceptance of one donation for an amount of $840,442.68

Special revenue fund - The special revenue fund is used to account for and report the proceeds of specific
revenue sources, such as state or federal government grants, that are restricted or committed to expenditure for
specified purposes other than debt service or capital projects. At the end of the current fiscal year, unassigned
fund balance of the special revenue fund was in a deficit in the amount of $1,830.98. The primary factor affecting
the fund balance of the special revenue fund is the delay of the June state aid payments for the preschool
education aid (see note 16 to the financial statements).

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. For the current fiscal year, the School District
expended $432,000.00 and $14,537.00 representing the payment of bond principal and interest, respectively. At
the end of the current fiscal year, restricted fund balance of the debt service fund was $.51.

Proprietary Funds (Enterprise Funds)

Food service fund - as the School District completed the fiscal year, the School District’s total net position of the
food service fund was $96,442.15, which was comprised of $42,580.00 of net investment in capital assets and
$53,862.15 of unrestricted net position.

During the current fiscal year, the net position of the School District's food service fund decreased by $6,119.49,
or six percent (6%). The decrease in net position primarily resulted from the decrease in federal and state
sources of revenues for the school breakfast and lunch program when compared to fiscal year 2016.

Camp Clementon Community Education Fund - as the School District completed the fiscal year, the School
District’s total net position of the Camp Clementon Community Education Fund was unrestricted in the amount of
$151,304.99.

During the current fiscal year, the net position of the School District's Camp Clementon Community Education
Fund increased by $51,012.51. The factors contributing to the increase in net position of the Camp Clementon
Community Education Fund resulted in an increase in tuition revenue.

General Fund Budgetary Highlights
The School District did not have any budget modifications during the fiscal year ended June 30, 2017.

The final budgetary basis revenue estimate was $10,639,397.00, which remained unchanged from the original
budgeted estimate. Total budgeted revenues realized equaled $12,645,231.47, which was $2,005,834.47 in
excess of the budget estimate, thus replenishing fund balance. This excess was directly attributable to the School
District’'s reimbursed T.P.A.F. pension contributions and reimbursed T.P.A.F. social security contributions, which
totaled $624,536.00 and $251,830.86, respectively. The unrestricted miscellaneous revenue realized was
$916,521.64 more than anticipated largely due to the aforementioned estate distribution. In addition, the tuition
revenue realized was $164,803.78 more than anticipated.
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THE SCHOOL DISTRICT’S FUNDS (CONT’D)

General Fund Budgetary Highlights (Cont'd)

The final budgetary basis expenditure appropriation estimate was $11,638,064.24, which remained unchanged
from the original budgeted estimate. Actual expenditures incurred of $11,434,703.34 were under the final budget
estimate by $203,360.90. This favorable variance resulted primarily because the amount estimated for capital
outlay expenditures was in excess of the amount of expenditures incurred.

Special Revenue Fund Budgetary Highlights

The final budgetary basis revenue estimate was $687,293.67, which remained unchanged from the original
budgeted estimate. Likewise, this was the same for the final budgetary basis appropriation estimate.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The School District’s net investment in capital assets for its governmental and business-type activities as of June
30, 2017 amounts to a historical cost of $10,602,258.06, or $4,262,918.06 net of accumulated depreciation (see
Table 3). This net investment in capital assets includes land, construction in progress, land improvements,
buildings and building improvements, and machinery and equipment. Net capital assets decreased by
$73,684.24 in fiscal year 2017 from fiscal year 2016. The primary factors affecting the net change in net capital
assets are as follows:

e current year depreciation expense was $311,087.00

e capital asset additions in the amount of $238,001.76

TABLE 3
CAPITAL ASSETS AT FISCAL YEAR END
(NET OF ACCUMULATED DEPRECIATION)
Governmental Business-Type Government-wide
Activities Activities Totals
2017 016 2017 016 2017 016

Land $ 178,131.00 $ 178,131.00 $ 178,131.00 $ 178,131.00
Construction in Progress 33,269.76 52,749.30 33,269.76 52,749.30
Land Improvements 59,589.30 63,082.00 59,589.30 63,082.00
Buildings and Building Improvements 3,884,541.00 4,022,661.00 3,884,541.00 4,022,661.00
IMachinery and Equipment 107,387.00 22,602.00 $ 42,580.00 $ 39,957.00 149,967.00 62,559.00
Total $ 4,262,918.06 $ 4,339,225.30 $ 42,580.00 $ 39,957.00 $ 4,305,498.06 $ 4,379,182.30

Additional information on the School District's capital assets can be found in note 5 to the financial statements.
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CAPITAL ASSET AND DEBT ADMINISTRATION (CONT’D)
Debt

General Serial Bonds. Atthe end of the current fiscal year, the School District had total bonded debt outstanding
of $449,000.00 from the School District Bonds, Series 2013. The fiscal year 2017 adopted budget had an
appropriation of $432,000.00 representing the payment of the annual principal (refer to audit exhibit I-1, schedule
of serial bonds, for more detail).

Early Retirement Incentive. At the end of the current fiscal year, the liability for the early retirement incentive was
$118,029.00. This amount represents the School District's accrued liability for its proportionate share of the
“Regional High School Early Retirement Incentive Program”. Additional information on the School District’'s
liability can be found in note 6 to the financial statements.

Net Pension Liability. At the end of the current fiscal year, the liability for pension was $1,912,009.00. The
School District’s annual required contribution to the Public Employees’ Retirement System are budgeted and paid
on an annual basis. For additional details on the net pension liability, see note 7 to the financial statements.

Compensated Absences. At the end of the current fiscal year, the liability for compensated absences was
$97,241.85. Compensated absences are those absences for which employees will be paid, such as sick leave.
Additional information on compensated absences can be found in note 12 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

For the fiscal year 2017, the School District was able to sustain its budget through property taxes, federal and
state sources, and other various revenue sources. Approximately thirty-four percent (34%) of total revenue is
from property taxes, while sixty-six percent (66%) of the School District's revenue is from federal, state, and local
sources. The fiscal year 2018 budget was approved on April 25, 2017 by the Board.

CONTACTING THE SCHOOL DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Clementon School District’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to Joanne Clement, School Business
Administrator / Board Secretary, at the Clementon School District, 4 Audubon Avenue, Clementon, New Jersey
08012, or email at clemboe@clementon.k12.nj.us.
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20250 Exhibit A-1
CLEMENTON SCHOOL DISTRICT
Statement of Net Position
June 30, 2017
Governmental Business-Type
Activities Activities Total
ASSETS:
Cash and Cash Equivalents 2,316,368.90 $ 203,562.03 $ 2,519,930.93
Internal Balances 4,553.21 (4,553.21)
Accounts Receivable, net 1,066,133.33 6,432.83 1,072,566.16
Inventory 3,918.99 3,918.99
Restricted Assets:

Cash and Cash Equivalents 1,098,321.79 1,098,321.79
Capital Assets, net 4,262,918.06 42,580.00 4,305,498.06
Total Assets 8,748,295.29 251,940.64 9,000,235.93
DEFERRED OUTFLOWS OF RESOURCES:

Loss on Refunding of Debt 10,425.85 10,425.85
Related to Pensions 575,546.00 575,546.00
Total Deferred Outflows of Resources 585,971.85 - 585,971.85
LIABILITIES:

Accounts Payable:

Other 329,279.89 329,279.89

Pensions 53,165.00 53,165.00
Accrued Wages 39,713.48 39,713.48
Accrued Interest Payable 1,852.14 1,852.14
Unearned Revenue 34,332.09 4,193.50 38,525.59
Noncurrent Liabilities:

Due within One Year 480,474.38 480,474.38

Due beyond One Year 2,095,805.47 2,095,805.47
Total Liabilities 3,034,622.45 4,193.50 3,038,815.95
DEFERRED INFLOWS OF RESOURCES:

Related to Pensions 202,073.00 - 202,073.00
NET POSITION:

Net Investment in Capital Assets 3,824,343.91 42,580.00 3,866,923.91
Restricted for:

Debt Service 0.51 0.51

Tuition 400,000.00 400,000.00

Emergency 200,000.00 200,000.00

Maintenance 125,000.00 125,000.00

Excess Surplus 1,404,539.40 1,404,539.40

Capital Projects 1,298,321.79 1,298,321.79
Unrestricted (Deficit) (1,154,633.92) 205,167.14 (949,466.78)
Total Net Position $ 6,097,571.69 $ 247,747 14 $ 6,345,318.83

The accompanying notes to financial statements are an integral part of this statement.
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CLEMENTON SCHOOL DISTRICT
Statement of Activities
For the Fiscal Year Ended June 30, 2017
Net (Expense)
Revenue and
Program Revenues Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions / Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental Activities:
Instruction:
Regular 3,017,969.92 $ 453,948.83 $  (2,564,021.09) $ (2,564,021.09)
Special Education 717,919.36 $ 164,803.78 (553,115.58) (553,115.58)
Other Special Instruction 7,921.49 (7,921.49) (7,921.49)
Other Instruction 41,031.02 (41,031.02) (41,031.02)
Support Services:
Tuition 2,991,727.96 (2,991,727.96) (2,991,727.96)
Student and Instruction Related Services 999,211.81 175,038.09 (824,173.72) (824,173.72)
Other Administrative Services 445,153.24 (445,153.24) (445,153.24)
School Administrative Services 316,789.44 (316,789.44) (316,789.44)
Plant Operations and Maintenance 451,146.25 (451,146.25) (451,146.25)
Pupil Transportation 669,000.31 (669,000.31) (669,000.31)
Personal Services - Employee Benefits 3,882,449.25 2,438,635.86 (1,443,813.39) (1,443,813.39)
Transfer of Funds to Charter School 165,573.00 (165,573.00) (165,573.00)
Interest on Long-Term Debt 26,656.13 (26,656.13) (26,656.13)
Unallocated Depreciation 30,225.71 (30,225.71) (30,225.71)
Total Governmental Activities 13,762,774.89 164,803.78 3,067,622.78 - (10,530,348.33) - (10,530,348.33)
Business-Type Activities:
Food Service 243,719.71 57,967.44 179,632.78 $ (6,119.49) (6,119.49)
Camp Clementon Community Education 67,660.28 118,672.79 51,012.51 51,012.51
Total Business-Type Activities 311,379.99 176,640.23 179,632.78 - - 44,893.02 44,893.02
Total Government 14,074,154.88 $  341,444.01 $  3,247,255.56 - (10,530,348.33) 44,893.02 (10,485,455.31)
General Revenues:
Property Taxes:
Levied for General Purposes 4,159,197.03 4,159,197.03
Levied for Debt Service 446,537.01 446,537.01
Federal and State Aid - Unrestricted 6,497,913.76 6,497,913.76
Interest and Investment Earnings - Unrestricted 6,276.89 6,276.89
Miscellaneous 955,244.75 955,244.75
Loss on Disposal of Capital Asset (599.00) (599.00)
Total General Revenues and Loss on Disposal of Capital Assets 12,064,570.44 - 12,064,570.44
Change in Net Position 1,534,222 .11 44,893.02 1,579,115.13
Net Position, July 1 4,563,349.58 202,854.12 4,766,203.70
Net Position, June 30 $ 6,097,571.69 $ 247,747.14 $ 6,345,318.83

The accompanying notes to financial statements are an integral part of this statement.
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20250 Exhibit B-1
CLEMENTON SCHOOL DISTRICT
Governmental Funds
Balance Sheet
June 30, 2017
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
ASSETS:
Cash and Cash Equivalents $ 2,267,852.38 $ 48,516.51 $ 0.01 $ 2,316,368.90
Cash and Cash Equivalents - Capital Reserve 1,098,321.79 1,098,321.79
Interfunds Account Receivable:
General Fund 0.50 0.50
Special Revenue Fund 15,680.62 15,680.62
Enterprise Fund 4,553.21 4,553.21
Fiduciary Funds 838,786.32 838,786.32
Intergovernmental Accounts Receivable, net:
Federal 15,880.22 15,880.22
State 140,029.35 140,029.35
Other 71,437.44 71,437 .44
Total Assets $ 4,436,661.11 $ 64,396.73 - $ 051 $ 4,501,058.35
LIABILITIES AND FUND BALANCES:
Liabilities:
Interfunds Account Payable:
General Fund $ 15,680.62 $ 15,680.62
Debt Service Fund $ 0.50 0.50
Intergovernmental Accounts Payable:
State 91,306.88 16,215.00 107,521.88
Other 184,839.07 184,839.07
Accounts Payable 36,918.94 36,918.94
Accrued Wages 39,713.48 39,713.48
Unearned Revenue 34,332.09 34,332.09
Total Liabilities 352,778.87 66,227.71 - - 419,006.58
(Continued)
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CLEMENTON SCHOOL DISTRICT
Governmental Funds
Balance Sheet
June 30, 2017
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
LIABILITIES AND FUND BALANCES (CONT'D):
Fund Balances:
Restricted:
Capital Reserve $ 1,298,321.79 $ 1,298,321.79
Tuition Reserve 400,000.00 400,000.00
Emergency Reserve 200,000.00 200,000.00
Maintenance Reserve 125,000.00 125,000.00
Excess Surplus 1,404,539.40 1,404,539.40
Debt Service 0.51 0.51
Committed 836,442.68 836,442.68
Assigned:
Other Purposes 17,148.65 17,148.65
For Subsequent Year's Expenditures 102,928.82 102,928.82
Unassigned (Deficit) (300,499.10) $ (1,830.98) (302,330.08)
Total Fund Balances 4,083,882.24 (1,830.98) - 0.51 4,082,051.77
Total Liabilities and Fund Balances $ 4,436,661.11 $ 64,396.73 - 0.51
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 fund financial statements.
The cost of the capital assets is $10,452,769.06, and the accumulated
depreciation is $6,189,851.00. 4,262,918.06
(Continued)
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CLEMENTON SCHOOL DISTRICT
Governmental Funds
Balance Sheet
June 30, 2017

Exhibit B-1

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

Deferred outflows and deferred inflows related to pensions represent the consumption
and acquisition, respectively, of resources that relate to future periods; therefore, such
amounts are not reported in the fund financial statements.

Loss on refunding of debt is a consumption of net position that is
applicable to a future reporting period and therefore is not reported
in the fund financial statements.

Accounts payable related to pensions are not liquidated with current financial resources; therefore,
such amounts are not recorded in the fund financial statements.

Accrued interest payable on long-term debt is not due and payable
in the current period and therefore is not reported in the fund financial statements.

Long-term liabilities, including bonds payable, compensated absences payable, pension liability,
and early retirement incentive, are not due and payable in the current period and therefore
are not reported in the fund financial statements.

Net Position of Governmental Activities

The accompanying notes to financial statements are an integral part of this statement.
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CLEMENTON SCHOOL DISTRICT
Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Fiscal Year Ended June 30, 2017
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
REVENUES:
Local Tax Levy $ 4,159,197.03 $ 446,537.01 $ 4,605,734.04
Tuition Charges 164,803.78 164,803.78
Unrestricted Miscellaneous Revenues 961,521.64 961,521.64
Federal Sources 26,968.16 $ 515,783.50 542,751.66
State Sources 7,347,312.46 113,203.42 7,460,515.88
Total Revenues 12,659,803.07 628,986.92 - 446,537.01 13,735,327.00
EXPENDITURES:
Current;
Regular Instruction 2,352,893.87 446,162.51 2,799,056.38
Special Education Instruction 717,919.36 717,919.36
Other Special Instruction 7,921.49 7,921.49
Other Instruction 41,031.02 41,031.02
Support Services and Undistributed Costs:
Tuition 2,991,727.96 2,991,727.96
Student and Instruction Related Services 824,173.72 175,038.09 999,211.81
Other Administrative Services 430,645.45 430,645.45
School Administrative Services 316,392.21 316,392.21
Plant Operations and Maintenance 423,361.12 423,361.12
Pupil Transportation 669,000.31 669,000.31
Personal Services - Employee Benefits 2,267,521.07 2,267,521.07
Capital Outlay 226,542.76 226,542.76
Transfer of Funds to Charter Schools 165,573.00 165,573.00
(Continued)
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CLEMENTON SCHOOL DISTRICT
Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Fiscal Year Ended June 30, 2017

Exhibit B-2

EXPENDITURES (CONT'D):
Debt Service:

Principal

Interest and Other Charges

Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

Fund Balance (Deficit), July 1

Fund Balance (Deficit), June 30

Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds
$ 432,000.00 $ 432,000.00
14,537.00 14,537.00
$ 11,434,703.34 $ 621,200.60 - 446,537.00 12,502,440.94
1,225,099.73 7,786.32 - 0.01 1,232,886.06
2,858,782.51 (9,617.30) - 0.50 2,849,165.71
$ 4,083,882.24 $ (1,830.98) - $ 0.51 $ 4,082,051.77

The accompanying notes to financial statements are an integral part of this statement.
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CLEMENTON 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, 2017

Amounts reported for governmental activities in the statement of activities are different because:
Net Change in Fund Balances - Governmental Funds $ 1,232,886.06

Governmental funds report capital outlays 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 $ (302,251.00)
Loss on Disposal of Capital Asset (599.00)
Capital Outlays 226,542.76
(76,307.24)
The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net position. This amount is
the net effect of these differences in the treatment of long-term debt and related items. 432,000.00
In the statement of activities, certain operating expenses, (e.g., compensated absences,
early retirement incentive, interest on debt, pensions), are measured by the amounts
incurred during the year. In the governmental funds, however, expenditures for these items
are reported in the amount of financial resources used (paid). This amount is the net
effect of these differences in the treatment of these items. (54,356.71)
Change in Net Position of Governmental Activities $ 1,534,222.11

The accompanying notes to financial statements are an integral part of this statement.
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CLEMENTON SCHOOL DISTRICT
Proprietary Funds
Business-Type Activities - Enterprise Funds
Statements of Net Position
June 30, 2017

Camp
Clementon
Food Community
Service Education
ASSETS:
Current Assets:
Cash and Cash Equivalents 46,511.25 $ 157,050.78
Intergovernmental Accounts Receivable:
Federal 6,335.18
State 97.65
Inventory:
Food 3,378.56
Supplies 540.43
Total Current Assets 56,863.07 157,050.78
Noncurrent Assets:
Capital Assets:
Machinery and Equipment 149,489.00
Less: Accumulated Depreciation (106,909.00)

Total Capital Assets (Net of Accumulated Depreciation) 42,580.00 -
Total Noncurrent Assets 42,580.00 -
Total Assets 99,443.07 157,050.78
LIABILITIES:

Current Liabilities:

Interfund Accounts Payable:

General Fund 4,553.21

Unearned Revenue 3,000.92 1,192.58
Total Current Liabilities 3,000.92 5,745.79
Total Liabilities 3,000.92 5,745.79
NET POSITION:

Net Investment in Capital Assets 42,580.00
Unrestricted 53,862.15 151,304.99
Total Net Position 96,442.15 $ 151,304.99

The accompanying notes to financial statements are an integral part of these statements.
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CLEMENTON SCHOOL DISTRICT
Proprietary Funds
Business-Type Activities - Enterprise Funds
Statements of Revenues, Expenses, and Changes in Fund Net Position
For the Fiscal Year Ended June 30, 2017
Camp
Clementon
Food Community
Service Education
OPERATING REVENUES:
Charges for Services:
Daily Sales - Reimbursable Programs $ 36,236.51
Daily Sales - Non-Reimbursable Programs 20,510.95
Special Functions 770.87
Tuition and Fees 118,672.79
Miscellaneous 449.11
Total Operating Revenues 57,967.44 118,672.79
OPERATING EXPENSES:
Food Service Management Company Salaries 82,687.71
Personnel Services - Salaries 56,271.12
Food Service Management Company Employee Benefits 36,498.20
Personnel Services - Employee Benefits 4,304.72
Purchased Professional and Technical Services 1,490.00
Purchased Property Services 334.75
Other Purchased Services 20,754.07 140.00
Supplies and Materials 9,356.24 6,902.44
Depreciation 8,836.00
Cost of Sales:
Reimbursable Program 77,563.56
Non-Reimbursable Program 5,809.00
Miscellaneous 390.18 42.00
Total Operating Expenses 243,719.71 67,660.28
Operating Income (Loss) (185,752.27) 51,012.51
NONOPERATING REVENUES (EXPENSES):
State Sources:
State School Lunch Program 2,482.70
Federal Sources:
National School Breakfast Program 28,226.40
National School Lunch Program 119,116.54
Snacks 7,364.18
HHFKA - Performance Based 2,888.34
Food Distribution Program 19,554.62
Total Nonoperating Revenues (Expenses) 179,632.78 -
Change in Net Position (6,119.49) 51,012.51
Net Position, July 1 102,561.64 100,292.48
Net Position, June 30 $ 96,442.15 151,304.99

The accompanying notes to financial statements are an integral part of these statements.
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CLEMENTON SCHOOL DISTRICT
Proprietary Funds
Business-Type Activities - Enterprise Funds
Statements of Cash Flows
For the Fiscal Year Ended June 30, 2017
Camp
Clementon
Food Community
Service Education
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from Customers and Users $ 57,967.44 $ 118,134.66
Payments to Suppliers (233,853.57) (7,084.44)
Payments to Employees (58,883.11)
Payments for Employee Benefits (4,504.54)
Net Cash Provided by (Used for) Operating Activities (175,886.13) 47,662.57
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Federal Sources 176,183.73
State Sources 2,475.91
Net Cash Provided by (Used for) Noncapital Financing Activities 178,659.64 -
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Purchases of Capital Assets (11,459.00)
Net Cash Provided by (Used for) Capital and Related Financing Activities (11,459.00) -
Net Increase (Decrease) in Cash and Cash Equivalents (8,685.49) 47,662.57
Balances, July 1 55,196.74 109,388.21
Balances, June 30 $ 46,511.25 $ 157,050.78
Reconciliation of Operating Income (Loss) to Net Cash Provided by
(Used for) Operating Activities:
Operating Income (Loss) $ (185,752.27) $ 51,012.51
Provided by (Used for) Operating Activities:
Depreciation 8,836.00
(Increase) Decrease in Inventories for Consumption 28.46
(Increase) Decrease in Inventories for Resale 1,001.68
Increase (Decrease) in Interfund Accounts Payable (2,811.81)
Increase (Decrease) in Unearned Revenue (538.13)
Total Adjustments 9,866.14 (3,349.94)
Net Cash Provided by (used for) Operating Activities $ (175,886.13) $ 47,662.57

The accompanying notes to financial statements are an integral part of these statements.

-37-



20250 Exhibit B-7
CLEMENTON SCHOOL DISTRICT
Fiduciary Funds
Statement of Fiduciary Net Position
June 30, 2017
Private-Purpose Trust Funds Agency Funds
Unemployment Flexible
Compensation Benefits Scholarship Student
Trust Trust Fund Activity Payroll
ASSETS:
Cash and Cash Equivalents $ 156,247.88 $ 3,130.46 $ 7,217.39 $ 853,977.75 $ 11,446.21
Interfund Accounts Receivable:

General Fund 60.01
Total Assets 156,247.88 3,130.46 7,217.39 $ 853,977.75 $ 11,506.22
LIABILITIES:

Interfund Accounts Payable:

General Fund $ 838,846.33
Payable to Student Groups 15,131.42
Payroll Deductions and Withholdings $ 11,506.22
Total Liabilities - - - $ 853,977.75 $ 11,506.22
NET POSITION:

Held in Trust for Unemployment
Claims and Other Purposes $ 156,247.88 $ 3,130.46 $ 7,217.39

The accompanying notes to financial statements are an integral part of this statement.
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CLEMENTON SCHOOL DISTRICT
Fiduciary Funds
Statement of Changes in Fiduciary Fund Net Position
For the Fiscal Year Ended June 30, 2017
Private-Purpose Trust Funds
Unemployment Flexible
Compensation Benefits Scholarship
Trust Trust Fund
ADDITIONS:
Contributions:
From Board $ 30,000.00
Employee 7,196.37 $ 7,360.00
Total Contributions 37,196.37 7,360.00 -
Total Additions 37,196.37 7,360.00 -
DEDUCTIONS:
Awarded Scholarships $ 500.00
Claims 2,544.72 7,660.29
Total Deductions 2,544.72 7,660.29 500.00
Change in Net Position 34,651.65 (300.29) (500.00)
Net Position, July 1 121,596.23 3,430.75 7,717.39
Net Position, June 30 $ 156,247.88 $ 3,130.46 $ 7,217.39

The accompanying notes to financial statements are an integral part of this statement.
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CLEMENTON SCHOOL DISTRICT
Notes to Financial Statements
For the Fiscal Year Ended June 30, 2017

Note 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Clementon School District (the “School District”) have been prepared to
conform 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 following is a summary of the more significant of these policies.

Description of the Financial Reporting Entity

The School District is a Type |l district located in the County of Camden, State of New Jersey. As a
Type |l district, the School District functions independently through a Board of Education (the “Board”).
The Board is comprised of nine members elected to three-year terms. These terms are staggered so
that three member's terms expire each year. The Superintendent is appointed by the Board to act as
executive officer of the School District. The purpose of the School District is to educate students in
grades kindergarten through eighth at its one school. Students in grades nine through twelve attend, on
a tuition basis, the Pine Hill School District. The School District has an approximate enrollment at June
30, 2017 of 445,

The primary criterion for including activities within the School District's reporting entity, as set forth in
Section 2100 of the Governmental Accounting Standards Board 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

In evaluating how to define the School District for financial reporting purposes, management has
considered all potential component units. The decision to include any potential component units in the
financial reporting entity was made by applying the criteria set forth in GASB Statements No. 14, The
Financial Reporting Entity, as amended by GASB Statement No. 39, Determining Whether Certain
Organizations are Component Units, GASB Statement No. 61, The Financial Reporting Entity: Omnibus
- an amendment of GASB Statements No. 14 and No. 34, and GASB Statement No. 80, Blending
Requirements for Certain Component Units - an amendment of GASB Statement No. 14. Blended
component units, although legally separate entities, are in-substance part of the government's
operations. Each discretely presented component unit is reported in a separate column in the
government-wide financial statements to emphasize that it is legally separate from the government.

The basic-but not the only-criterion for including a potential component unit within the reporting entity is
the governing body's ability to exercise oversight responsibility. The most significant manifestation of
this ability is financial interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority, the designation of
management, the ability to significantly influence operations, and accountability for fiscal matters. A
second criterion used in evaluating potential component units is the scope of public service. Application
of this criterion involves considering whether the activity benefits the government and / or its citizens.

A third criterion used to evaluate potential component units for inclusion or exclusion from the reporting
entity is the existence of special financing relationships, regardless of whether the government is able to
exercise oversight responsibilities. Finally, the nature and significance of a potential component unit to
the primary government could warrant its inclusion within the reporting entity.
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Notes to Financial Statements (Cont'd)

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Component Units (Cont’d)

Based upon the application of these criteria, the School District has no component units.

Government-wide and Fund Financial Statements

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

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the government. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by property taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are specifically associated with
a service, program, or department and, therefore, clearly identifiable to a particular function. It is the
policy of the School District to not allocate indirect expenses to functions in the statement of activities.
Program revenues include (1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function
or segment. Property taxes and other items not properly included among program revenues are
reported instead as general revenues.

In regards to the fund financial statements, the School District segregates transactions related to certain
functions or activities in separate funds in order to aid financial management and to demonstrate legal
compliance. A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts.
Fund financial statements report detailed information about the School District. The focus of
governmental fund financial statements is on major funds rather than reporting funds by type. Each
major fund is presented in a single column. Fiduciary funds are reported by fund type.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met. Property taxes
are recognized as revenues in the year for which they are levied. The Camden County Board of
Taxation is responsible for the assessment of properties, and the respective municipal tax collector is
responsible for the collection of property taxes. Assessments are certified and property taxes are levied
on January 1. Property tax payments are due February 1, May 1, August 1 and November 1. Unpaid
property taxes are considered delinquent the following January 1 and are then subject to municipal lien.
In accordance with New Jersey State Statute, the School District is entitled to receive moneys under an
established payment schedule, and any unpaid amount is considered as an accounts receivable. The
governing body of each municipality is required to pay over to the School District, within forty (40) days
after the beginning of the school year, twenty percent (20%) of the moneys from school tax due.
Thereafter, but prior to the last day of the school year, the municipality must pay the balance of moneys
from school tax due for school purposes in such amounts as requested, with certain limitations, from
time to time by the School District, within thirty days after each request.
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Notes to Financial Statements (Cont'd)

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Measurement Focus, Basis of Accounting and Financial Statement Presentation (Cont’d)

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recorded when they are deemed
both available and measurable. Available means when revenues are collectible within the current period
or soon enough thereafter to pay liabilities of the current period. For this purpose, the School District
considers revenues to be available if they are collected within sixty (60) days of the end of the current
fiscal year. Measurable means that the amount of revenue can be determined. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Property taxes, tuition, reimbursable-type grants, and interest associated with the current fiscal year are
all considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal year. All other revenue items are considered to be measurable and available only when cash is
received by the School District.

The School District reports the following major governmental funds:

General Fund - The general fund is the primary operating fund of the School 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 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,
ad valorem tax revenues, 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 revenue sources that are restricted or committed to expenditures for specified purposes other
than debt service or capital projects.

Capital Projects Fund - The capital projects fund is used to account for and report financial
resources that are restricted, committed, or assigned to expenditures 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, 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, or from the
general fund by way of transfers from capital outlay or the capital reserve account.

Debt Service Fund - The debt service fund is used to account for and report financial resources that
are restricted, committed, or assigned to expenditures for principal and interest.
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Notes to Financial Statements (Cont'd)

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Measurement Focus, Basis of Accounting and Financial Statement Presentation (Cont’d)

Proprietary funds are used to account for the School District's ongoing organizations and activities,
which are operated and financed in a manner similar to those found in the private sector. The
measurement focus is upon the determination of net income. Proprietary funds distinguish operating
revenues and expenses from nonoperating items. Operating revenues and expenses generally result
from providing services and producing and delivering goods in connection with a proprietary fund’s
principal ongoing operations. All items not meeting this definition are reported as nonoperating revenues
and expenses.

The School District reports the following major proprietary funds:

Enterprise Funds

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

Camp Clementon Community Education Fund - This fund accounts for the financial activity related
to the providing of day care services for students before and after school, and during the summer
months.

Fiduciary funds are used to account for assets held by the School District on behalf of outside related
organizations or on behalf of other funds within the School District. The fiduciary fund financial
statements are reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. The fiduciary fund category is split into four
classifications: pension trust funds, investment trust funds, private-purpose trust funds, and agency
funds.

The School District maintains the following fiduciary funds:

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). The School District retains no equity interest in these funds.
Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of
results of operations. The School District maintains the following agency funds: student activity fund
and payroll fund.

Private-Purpose Trust Funds - Private-purpose trust funds are used to account for the principal and
income for all other trust arrangements that benefit individuals, private organizations, or other
governments. The School District maintains the following private-purpose trust funds:

New Jersey Unemployment Compensation Insurance Trust Fund - Revenues consist of
contributions that have been included in the annual budget of the School District, employee
payroll withholdings, and interest income. Expenditures represent claims incurred for
unemployment.

Flexible Benefits Trust Fund - Revenues consist of volunteer pre-tax employee payroll
withholdings for the purpose of paying for qualified medical expenses, and interest income.
Expenditures represent reimbursements to employees for qualified medical expenses.

Scholarship Fund - Revenues consist of donations and interest income. Expenditures represent
scholarships, which are awarded annually, to two high school graduating students who will be
continuing their post-secondary education in interior design (i.e., computer assisted drawing,
drafting, furniture and cabinetry making, architecture, and engineering). Such scholarships are
awarded in accordance with the trust requirements.
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Notes to Financial Statements (Cont'd)

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Measurement Focus, Basis of Accounting and Financial Statement Presentation (Cont’d)

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements.

Amounts reported as program revenues include (1) charges to customers or applicants for goods,
services, or privileges provided, (2) operating grants and contributions, and (3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all property taxes.

Budgets / Budgetary Control

Annual appropriated budgets are prepared in the spring of each fiscal year for the general, special
revenue, and debt service funds, and are submitted to the county office of education. 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, 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. Budgets are prepared using the modified accrual basis of
accounting. The legal level of budgetary control is established at line item accounts within each fund.
Line item accounts are defined as the lowest (most specific) level of detail as established pursuant to the
minimum chart of accounts referenced in N.J.A.C. 6A: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.

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 one or more June state aid payments for budgetary purposes only,
and the special revenue fund. N.J.S.A. 18A:22-44.2 provides that in the event a state school aid
payment is not made until the following school budget year, school districts must record the delayed one
or more June state aid payments as revenue, for budget purposes only, in the current school budget
year. The bill provides legal authority for school districts to recognize this revenue in the current budget
year. 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 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 fiscal
year-end as expenditures in the general fund since the general fund budget follows the modified accrual
basis of accounting, with the exception of the aforementioned revenue recognition policy for the one or
more June state aid payments.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of funds are recorded to assign a portion of the applicable appropriation, is utilized for
budgetary control purposes. 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 the 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, are reflected on the balance sheet as unearned revenues at fiscal year-end.

The encumbered appropriation authority carries over into the next fiscal year. An entry will be made at
the beginning of the next fiscal year to increase the appropriation reflected in the certified budget by the
outstanding encumbrance amount as of the current fiscal year end.

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. 17:9-41 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 Governmental Unit Deposit Protection Act (“GUDPA”), a
multiple financial institutional 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 amount
of their deposits to the governmental units.

Inventories

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

The cost of inventories in the governmental fund financial statements is recorded as expenditures when
purchased rather than when consumed.

Inventories recorded on the government-wide financial statements and in the proprietary fund types are
recorded as expenses when consumed rather than when purchased.
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Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

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.

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, 2017.
The School District had no prepaid expenses for the fiscal year ended June 30, 2017.

In the governmental fund financial statements, however, payments for prepaid items are fully recognized
as expenditures 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.

Short-Term Interfund Receivables / Payables

Short-term interfund receivables / payables (internal balances) represent amounts that are owed, other
than charges for goods or services rendered to / from a particular fund within the School District, and
that are due within one year. Such balances are eliminated in the statement of net position to minimize
the grossing up of internal balances, thus leaving a net amount due between the governmental and
business-type activities that are eliminated in the total government column. Balances with fiduciary
activities are not considered to be internal balances; therefore, such balances appear on the statement
of net position as accounts receivable.

Capital Assets

Capital assets represent the cumulative amount of capital assets owned by the School District.
Purchased capital assets are recorded as expenditures in the governmental fund financial statements
and are capitalized at cost on the government-wide statement of net position and proprietary fund
statement of net position. In the case of gifts or contributions, such capital assets are recorded at
acquisition value at the time received.

The School District’'s capitalization threshold is $2,000.00. Other costs incurred for repairs and
maintenance is expensed as incurred. All reported capital assets, except land and construction in
progress, are depreciated. Depreciation is computed using the straight-line method over the following
estimated useful lives:

Description Estimated Lives
Land Improvements 15 -40 Years
Buildings and Building Improvements 5-50 Years
Machinery and Equipment 5-20 Years

The School District does not possess any infrastructure assets.

Deferred Outflows and Deferred Inflows of Resources

The statement of net position reports separate sections for deferred outflows of resources and deferred
inflows of resources. Deferred outflows of resources, reported after total assets, represents a reduction
of net position that applies to a future period(s) and will be recognized as an outflow of resources
(expense) at that time. Deferred inflows of resources, reported after total liabilities, represents an
acquisition of net position that applies to a future period(s) and will be recognized as an inflow of
resources (revenue) at that time.
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Deferred Outflows and Deferred Inflows of Resources (Cont’d)

Transactions are classified as deferred outflows of resources and deferred inflows of resources only
when specifically prescribed by the Governmental Accounting Standards Board (GASB) standards. The
School District is required to report the following as deferred outflows of resources and deferred inflows
of resources:

Defined Benefit Pension Plans - The difference between expected (actuarial) and actual
experience, changes in actuarial assumptions, net difference between projected (actuarial) and
actual earnings on pension plan investments, changes in the School District’'s proportion of
expenses and liabilities to the pension as a whole, differences between the School District’'s pension
contribution and its proportionate share of contributions, and the School District's pension
contributions subsequent to the pension valuation measurement date.

In addition, the School District reports the following as deferred outflows of resources:

Loss on Refunding of Debt - The loss on refunding arose from the issuance of refunding bonds,
which is amortized in a systematic and rational manner over the duration of the related debt as a
component of interest expense.

Tuition Payable

Tuition charges for the fiscal years ended June 30, 2017 and 2016 were based on rates established by
the receiving district. These rates are subject to change when the actual costs have been determined.

Unearned Revenue

Unearned revenue arises when assets are recognized before revenue recognition criteria have been
satisfied and is recorded as a liability until the revenue is both measurable and the School District is
eligible to realize the revenue.

Accrued Salaries and Wages

Certain School District employees who provide services to the School District over the ten-month
academic year have the option to have their salaries evenly disbursed during the entire twelve-month
year. New Jersey statutes require that these earned but undisbursed amounts be retained in a separate
bank account. As of June 30, 2017, the amounts earned by these employees were disbursed to the
employees' own individual credit union accounts.

Compensated Absences

Compensated absences are payments to employees for accumulated time such as paid vacation, paid
holidays, sick pay, and sabbatical leave. A liability for comp