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November 10,2017

M.E.T.S. Charter School
Jersey City, New Jersey

Dear Board Members:

The comprehensive annual financial report of M.E.T.S. Charter School (the "Charter School") forthe fiscal
year ended June 30, 2017, is hereby submitted. Responsibilrty for both the accr¡racy of the data and

completeness and fairness of the presentation, including all disclosures, rests with the management of the

Board of Trustees (the "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 basic financial
statements and results of operations of the Charter School. All disclosures necessary to enable the reader to
gain an understanding of the Charter School'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 Charter School's organizational
chart, roster of officials and a list of consultants and advisors. The financial section includes the Independent

Auditors' Report, management's discussion and analysis, the basic financial statements and notes providing
an overview of the Charter School's financial position and operating results, and supplementary schedules

providing detailed budgetary information. The statistical section includes selected economic and

demographic information, financial trends and the fiscal capacþ of the Chaner School, generally presented

on a multi- year basis. The Charter School is required to undergo an annual single audit in conformity with
the provisions of Title 2 U.S. Code of Federal Regulations Paft200, Uniform Administrative Requirements,

Cost Principles, and Audit Requirements for Federal Awards, and the New Jersey's OMB Circular 15-08,

Single Audit Policyfor Recipients of Federal Grants, State Grants and Stqte Aid. lnformation related to this
single audit, including the auditors' reports on the intemal control and compliance with applicable laws,

regulations, contracts and grants along with findings and questioned costs, are included in the single audit
section of this report.

1) REPORTING ENTITY AND ITS SERMCES:

M.E.T.S. Charter School is an independent reporting entþ within the criteria adopted by the Governmental
Accounting Standards Board ("GASB") in codification section 2100. All funds of the Charter School are

included in this report. M.E.T.S. Charter School constitutes the Charter School's reporting entity.

The mission of M.E.T.S. Charter School states that M.E.T.S. Charter School is an Early College Preparatory

School that utilizes research-based instructional practices to achieve student proficiency in mathematics,

engineering, technology, and science. Our school is committed to providing a high quality education focused

on college and career readiness while fostering an equitable, innovative, and creative leaming environment.

We prepare all students to take college level courses and graduate from high school within four years with up
to 60 college credits and/or an associate degree. Our school promotes postsecondary success by prioritizing
admission to a four-year college or university for each member of our graduating class. We dare every
student to be extraordinary!

The vision of M.E.T.S. Charter School states that M.E.T.S. Charter School will prepare students to excel in
college and other postsecondary education programs. We are committed to early college education for all
students, allowing them to complete up to 60 college credits before high school graduation.

Page 1



The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Page2
November 10,2017

M.E.T.S. Charter School is a college preparatory school. Our design is one that facilitates dual enrollment,
largely based on the early college high school strategy proposed by the Woodrow V/ilson Foundation and

Jobs for the Future. This approach affords our students opportunities to eam college credits before they
graduate high school, so they are already on the path to higher education matriculation and a college degree.

M.E.T.S. currentþ partners with Hudson County Community College, New Jersey City University, Rutgers

University and the University of Texas. According to research findings published by Jobs for the Future, this
approach "enables more students, particularþ low-income and minority students, to experience rigorous high
school and college coursework that leads to improved outcomes." Jobs for the Future has reported that90%
of students in early college design high schools graduate, compared to 78Yo nationally, and in one

longitudinal study of l0 early college design high schools, it was found that 8I% of early college high school

students enroll in college, with a quarter of them earning a four year college degree in two years or less past

high school.

M.E.T.S. is a data-driven institution. Our curricula, lesson planning, assessments, professional development

and culture are all driven by the data gleaned from our common school assessments, Seasonal adaptive MAP
assessments , New Jersey state (i.e., PARCC, NJASK, NJBCT) and national (PSAT, SAT, Accuplacer)
assessments.

M.E.T.S. Charter School's Curriculum is fully aligned to the NJ Core Curriculum Content and Common
Core St¿te Standards. Teachers also reference guiding documents from the National Council of Teachers of
Mathematics (NCTM) and National Science Teachers Association (NSTA) as well as resource materials

developed by high performing national charter schools.

English: In addition to our balanced literacy program, we actively integrate the foundation skills and

strategies of literacy across all subject areas. English instruction frequently integrates the Socratic seminar

approach. Grounded in a text, the leader asks open-ended questions to frame a formal discussion. Students

learn and are expected to listen closely to the comments of others, thinking critically for themselves, and

articulating their own thoughts and their responses to others. They learn to work cooperatively, to question

intelligently and civilly and to work together to explore and construct meaning.

Social Studies: Our social studies curriculum is rich in authentic literature connections through thematic

units, providing students with the concrete tools and historical knowledge to embark on a life of global
citizenship. Additionalty, persuasive writing founded in the citation of historical and textual evidence is the

basis of our social studies assessment protocol. Social Studies also supports our English department through
guided writing exercises.

Science, Technology, Engineering and Mathematics (STEM): M.E.T.S. continues to develop its commitment
to and focus on STEM subject areas. Our long-term partnership with Liberty Science Center and the New
Jersey Center for Teaching and Leaming (NJCTL) is a critical force in the development of our research-

based curriculum across all STEM content areas. We continue to increase and improve our experiential field
trips to the Center.

Science instruction is organized around grade-level themes where students employ the scientific process and

engage in hands-on exploration. As one example, we continue to integrate the Trout in the Classroom
program into the 6û grade environment and ecology unit.

Physics First: To build fimdamental problem-solving, math and 21't century skills, our 8ft and 9ú grade

students take physics, serving as a foundation for more advanced courses in chemistry and biology. Marge
Bardeen, manager of the Fermi National Accelerator Laboratory Education OfEce, asserts that, "people do

not understand that science is a way of approaching problems, rather than a body of knowledge. As a result,
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they are often unable to assess claims and counter claims as they make choices on critical issues that face

them as citizens."

Mathematics instruction at M.E.T.S. Charter School establishes an important balance between skill mastery

and conceptual understanding.

Technology access and utilization has been greatly expanded. Each student utilizes their own Chromebook
throughout the school day and we have moved to a nearly entirely digital library of resources and learning
tools.

The School has launched an engineering design program at the high school level. We participate in the

Sony Panasonic Creative Design Challenges and FIRST (For Inspiration and Recognition of Science and

Technology) Robotics. Our Engineering students also participate in the TEOP (The Enrichment Outreach

Program) with Fairleigh Dickinson University. Our Engineering Curriculum comes directly from the

Universþ of Texas program "Engineer Your World" which is developed alongside the National Science

Foundation.

In addition, M.E.T.S. offers a comprehensive after-school program Monday through Friday, from 3:00-5:00
pm where students can work with teacher trainees from New Jersey City University for extra support

throughout all content areas.

The following details the changes in student enrollment of the school over the last five years:

Average Daily Enrolknent

Fiscal Year Student Enrolknent Percent Change

2016-20t7

20rs-2016

20t4-20r5
2013-20r4

2012-20t3

20rr-2012

504.5

479.2

523.2

479.6

395.7

3r3.6

5.28%

-8.41%

9.09%

21.20%

26.18%

100.00%

2) MAJOR INITIATIVES:

To achieve our mission we will continue to increase academic rigor across all content areas, prepare our

students to make it to and through college successfully and improve the way we use data to drive instruction.
We continue to foster a climate and culture of high expectations and strengthen our financial and operational

management.

3) ECONOMIC CONDITION AND OUTLOOK:

Jersey City's proximity to New York Cþ and easy access via major highways are attractive features that
made it a choice for many companies that conduct business in the metropolitan New York area. The

waterfront downtown development activities in Jersey Cþ have been economic stimulus giving rise to a
significant amount of residential housing development as well as existing construction in the City.
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4) INTERNAL ACCOUNTING CONTROLS:

Management of the Charter School is responsible for establishing and maintaining an internal control system
designed to ensure that the assets of the Charter School are protected from loss, theft or misuse and to ensure

that adequate accounting data is compiled to allow for the preparation of financial statements in conformity
with generally accepted accounting principles (GAAP). The internal control system is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept ofreasonable assurance

recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the
valuation of costs and benefits requires estimates and judgments by management.

As a recipient of federal and state awards, the Chaner School also is responsible for ensuring that an

adequate intemal control system is in place to ensure compliance with applicable laws and regulations related
to those programs. This internal control system is also subject to periodic evaluation by the Charter School's
management.

As part of the Charter School's single audit described earlier, tests are made to determine the adequacy of the
internal control system, including that portion related to major federal and state award programs, as well as to
determine that the Charter School has complied with applicable laws, regulations, contracts and grants.

Ð BUDGETARY CONTROLS:

In addition to internal accounting controls, the Charter School 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 and the special revenue
fund. The final budget amount as amended for the fiscal year is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item
basis. Open encumbrances at year-end are either canceled or are included as re-appropriations of fund
balance in the subsequent year. Those amounts to be re-appropriated are reported as restrictions,
commitments andlor assignments of fund balance at June 30,2017.

O ACCOUNTING SYSTEM AND REPORTS:

The Charter School's accounting records reflect generally accepted accounting principles, as promulgated by
the GASB. The accounting system of the Charter School is organized on the basis of funds. These funds
are explained in "Notes to the Basic Financial Statements", Note 1.

We are currently using CDK fund accounting application for the school's fiscal operations to deliver and

establish a complete program including encumbrances, general ledger, accounts payable, accounts
receivable, budgetary accounts and Board Secretary's monthly report. This system is a core component of
our internal control system and has helped with the accountability of our financial structure.

î FINANCIAL STATEMENT TION AT FISCAL YEAR-END

As demonstrated by the various statements and schedules included in the financial section of this report, the
Charter School continues to meet its responsibility for sound financial management. The following schedule
presents a snmmary of the general fund, and special revenue firnd for the fiscal years ended Jwrc 30, 2017

and2016.
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2017 20t6
Increase

(Decrease) o/o Change

Revenue

Local Sources

State Sources

Federal Sources

g t,574264

5,703273

700,384

$ 1,606,653

5,9411452

717,895

(32,389)

655,82r
(17.s11)

$ -2.02%

t2.99%
-2.M%

s 7,977 ,921 s 7,372,000 $ 605,91

The amount of monies received from local sources is determined by the per pupil cost of the Jersey City
Public School District. We received 90% of this cost in accordance with current statute. M. E. T. S.

received monies from federal and state sources attributable to grants and aids for instruction and

administrative expenses for fiscal year ended June 30, 2017. T\e federal funds consisted of "No Child Left
Behind" (NCLB) Title I, as well as IDEA Part B for students identified with special needs.

The following schedule presents a summary of general fund and special revenue expenditures for the fiscal
years ended June 30, 2017 and20l6.

2017 20t6
Increase

(Decrease) Yo Ctnnge

Expendih¡res

Instruction

Undistributed

Expenditures

s 3A72,1t4 s 3,521,959 $ (49,845)

4294,396 r41,573

$ 7,816,3ss $ 9r,728

For the year ending June 30, 2017 , the significant portion of our expenditures \ilere based upon our increased

faculty and other operating cost.

8) CASH MANAGEMENT:

The investrnent policy of the Charter School is guided in large partby state statute as detailed in "Notes to

the Basic Financial Statements", Note 3. The School has adopted a cash management plan which requires it
to deposit public funds in public depositories protected from loss under the provisions of the Governmental

Unit Deposit Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect governmental units from a

loss of firnds on deposit with a failed banking institution in New Jersey. The law requires govemmental units

to deposit public funds only in public depositories located in New Jersey, where the funds are secured in
accordance with the Act. Our funds are presently deposited in PNC Bank N.J., in compliance with the state

regulations.

-t.42%

3.30%4435,969

s 7,908,083
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9) RISK MANAGEMENT:

The Board carries various forms of insurance, including, but not limited to, general liability, automobile

liabilþ and comprehensive/collision, hazard and theft insurance on property and contents, fidelity bonds,

worker's compensation and sfudent insurance. A schedule of insurance coverage is found on Exhibit J-

20.

Io) orHER INFORMATION:

Independent Audit - State statutes require an annual audit by independent certified public accountants or

registered munlcipal accourtants. Th; accounting firm of Nisivoccia LLP, CPAs, was appointed by the

Charter School's Board of Trustees. In addition tã meeting the requirements set forth in state statutes, the

audit also was designed to meet the requirements of Title 2 U.S. Code of Federal Regulations Patt 200'

Uniform Adminisnãtive Requirements, Òost Principles, and Audit Requiremenß-fgr Federal Awards, and

Nei Jersey's oMB Circular 15-08, Single Audit Pàttcyfor Recipients of Federal Grønts, State Grants and

Stqte Aid. The auditors, report on th" basic fînancial statements and specific required supplementary

information is included in the financial section of this report. The auditors' reports related specifically to the

single audit and Government Auditing Støndards are included in the single audit section of this report.

I1) ACKNOWLEDGMENTS:

We would like to express our appreciation to the members of the M.E.T.S. Charter School Board of Trustees

for their concern in providing fiìlal accountability to the citizens and taxpayers of the Charter School and the

Jersey City Board'of Eduõation and thereby confibuting their full support to the development and

maintenance of our financial operations

Respectfully submitted,

c.

s.B.À.
Lead Administ¡ator Secretary
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Cerlified Public Accountonts & Advisors

Independent Auditors' Report

The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Jersey Cþ, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the govemmental activities, each major fund, and

the aggregate remaining fund information of the Mathematics, Engineering, Technology, and Science

(M.E.T.S) Charter School of Jersey City (the "Charter School") in the County of Hudson, as of and for the

fiscal year ended June 30, 2017, andthe related notes to the financial statements, which collectively comprise

the Charter School's basic financial statements as listed in the table of contents.

Mønagement's ResponsíbiliE for lhe Financial Støtements

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.

A udito rs' Resp o ns íbìlity

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 audit requirements as prescribed by the Office of School Finance,

Department of Education, State of New Jersey. Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free 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 Charter School'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 Charter School's

internal control. Accordingly, tve express no such opinion. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates made

by management, as well as evaluating the overall presentation of the financial statements.

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

audit opinions' 
www.n¡sivoccia.com

lndependent Member of BKR lnternational

Mount Arlington Corporate Center
200 Valley Road, Suite 300

Mt. Arlington, NJ 07856
973-328-1825 | 973-328-0s07 Fax

Lawrence Business Center
1 1 Lawrence Road
Newton, NJ 07860

973-383-6699 | 973-383S555 Fax
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The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Page2

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective

financial position of the governmental activities, and the aggregate remaining fund information of the Board
of Education of the M.E.T.S. Charter School, in the County of Hudson, 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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis, which follows this report, the pension schedules in Exhibits L-l through L-4 and the

related notes and the budgetary comparison information in Exhibits C-l through C-3 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Govemmental 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 suffrcient
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 District's basic financial statements. The accompanying supplementary information such as the

combining and individual non-major fund financial statements and the schedules of expenditures of federal

and state awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards; and New Jersey's OMB
Circular 15-08, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid, and the
other information, such as the introductory and statistical sections are presented for purposes of additional
anaþsis and are not a required part of the basic financial statements.

The accompanying supplementary schedules such as the combining and individual non-major fund financial
statements and the schedules of expenditures of federal and state awards 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 underþing 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

supplementary schedules and the schedules of expenditures of federal and state awards are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.
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Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Page 3

The accompanying other information such as the introductory and statistical sections has not been subjected

to the auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not

express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditíng Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 10,

2017 onour consideration of the Charter School'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

ovìr financial reporting or on compliance. That report is an integral part of an audit performed in accordance

with Government Auditing Standards in considering the Charter School's internal control over financial

reporting and compliance' 
¡)rs t(oc¡a a LLrc

November I0,20t7
Mount Arlington, New Jersey

NISIVOCCIA LLP

Public
Public Accountant
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M.E.T.S. Charter School
Management's DiscussÍon and Analysis
F'or the Fiscal Year Ended June 30, 2017

(Unaudited)

This section of M.E.T.S. Charter School's annual financial report presents its discussion and analysis of the

Charter School's financial performance during the fiscal year ending Jwte 30, 2017. Please read it in
conjunction with the transmittal letter at the front of this report and the Charter School's financial statements,

which immediately follow this section.

Financial Hightights

o The financial position of the Charter School decreased during the current fiscal year, primarily due to
the 5726,962 increase in Net Pension Liabilþ.

o Overall revenue was 58,834,939 and overall expenses were $8,979,258.
o The school was not enrolled to capacity causing a significant loss of revenue.

Overview of the Financial Statements

This annual report consists of three parts: management's discussion and analysis (this section), the basic

financial statements, and required supplementary information. The basic financial statements include two
kinds of statements that present different views of the Charter School:

The first two statements are charter school-wide financial statements that provide both short-term and

longlerm information about the Charter School's overall financial status.

The remaining statements are fund Jìnancial statements that focus on individual parts of the Charter

School, reporting the School's operations in more detail than the Charter School-Wide statements.

The governmental funds statements tell how basic services such as regular and special education were
financed in the short-term as well as what remains for future spending.

Proprietary funds statements offer short- and longlerm financial information about the activities the

School operates like a business, such as food services and the before and after school program.

Fiduciary funds statemenfs provide information about the financial relationships in which the Charter

School acts solely as a trustee or agent for the benefit ofothers.

The financial statements also include notes that explain some of the information in the statements and provide
more detailed data. The statements are followed by a section of required supplementary information that
further explains and supports the financial statements with a comparison of the Charter School's budget for the
year. Figure A-1 shows how the various parts of this annual report are arranged and related to one another.

Figure A-1

Organization of The M.E.T.S Charter School's Financial Report

a

a

o

o

a

Managemenfs

Discussion and Analysis

Basic

Financial Statements

Required

Supplementary Information

Charter School-Wide

Financial Statements

Fr¡nd

Financial Statements

Notes to the

Financial Statements
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Figure A-2

M.E.T.S. Charter School
Management's l)iscussion and Analysis
For the Fiscal Year Ended June 30,2017

(Unaudited)

Møjor Features of the Charter School-l(ide ønd Fund Finønciøl Statements

Charter School-
Wide Statements

Fund Financial Statements

Governmental
Funds

Proprietary
Funds

Fiduciary
Funds

Scope

Entire Charter
School
(except fiduciary
tunds)

The activities of the
entity that are
not proprietary or
fiduciary, such as

special education
and building
maintenance

Activities the
entity operates
similar to private
businesses.
(Not Applicable)

Instances in which
the entity administers
resources on behalf
of someone else, such
as Student Activities

Required
Financial
Statements

a

a

Statement of
net position
Statement of
activities

¡ Balance sheet
¡ Statement of

revenue,
expenditures, and
changes in fund
balances

a

a

a

Statement of
net position
Statement of
revenue,
expenses, and
changes in net
position
Statement of
cash flows

Statement of
fiduciary net
position
Statement of
changes in
fiduciary net
position

a

a

Accounting
Basis and
Measurement
Focus

Accrual
accounting and
economic
resources focus

Modified accrual
accounting and current
financial resources
focus

Accrual accounting
and economic
resources focus

Accrual accounting
and economic
resources focus

Type of
Asset/I,iability
Information

All assets and
liabilities, both
financial and
capital, short-term
and long-term

Generally assets

expected to be used up
and liabilities that
come due during the
year or soon thereafter;
no capital assets or
long-term liabilities are
included

All assets and
liabilities, both
financial and
capital, short-term
and
long-term

All assets and
liabilities, both
short-term and
long-term;funds do
not currently contain
capital assets,

although they can

Type of
InflodOutflow
Information

All revenue and
expenses during
the year,
regardless of when
cash is received or
paid

Revenue for which
cash is received during
or soon after the end of
the year; expenditures
when goods or services
have been received and
the related liability is
due and payable

All revenue and
expenses during the
year, regardless of
when cash is
received or paid

All additions and
deductions during the
year, regardless of
when cash is received
or paid
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M.E.T.S. Charter School
Management's l)iscussion and Analysis
For the Fiscal Year Ended June 3012017

(Unaudited)

C h art er S ch o ol-wìde St atemenîs

The Charter School-wide statements report information about the Charter School as a whole using accounting

methods similar to those used by private-sector companies. The statement of net position includes all of the

Charter School's assets, defeneà inflowr and outflows, and liabilities. All of the currentyear's revenue and

expenses are accounted for in the statement of activities regardless of when cash is received or paid.

The two charter school-wide statements report the Charter School's net position and how it has changed' Net

position- the difference between the Chaltér School's assets, deferred inflows and outflows, and liabilities - is

one way to measure the charter school's financial health or position.

o Over time, increases or decreases in the School's net position is an indicator of whether its financial

position is improving or deteriorating, respectively.
¡ To assess the Charter School's overall health, you need to consider additional nonfinancial factors such

as changes in the Charter School's property tax base and the condition of school buildings and other

facilities.

In the charter school-wide financial statements, the School's activities are divided into the following category:

o Governmentql activities: Most of the Charter School's basic services are included here, such as regular

and special education, transportation and administration. Local Levy - Charter School Aid and state

aid finance most of these activities.

Fund Financial Støfemenls

The fund financial statements provide more detailed information about the Charter School's funds, focusing on

its most significant or "major; funds - not the Charter School as a whole. Funds are accounting devices the

School u5gr to keep track of specific sources of funding and spending on particular programs:

o Some funds are required by state law and by bond covenants'

o The Charter School establishes other funds to control and manage money for particular purposes (such

as repaying its long-term debts) or to show that is it properly using certain revenue (such as federal

grants).

The School has two kinds of funds:

o Governmental funds: Most of the Charter School's basic services are included in governmental funds,

which generalíy focus on {1} how cash and other financial assets that can readily be converted to cash

flow in and out, and {2) thé batances left at year-end that are available for spending. Consequently,

the governmental funds statements provide a det¿iled short-term view that helps you determine

whether there are more or fewer financial resources that can be spent in the near future to finance the

Charter School,s programs. Because this information does not encompass the additional long-term

focus of the charter school-wide statements, additional information at the bottom of the governmental

funds statements explains the relationship (or difference) between them.
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M.E.T.S. Charter School
Management's l)iscussion and Analysis
For the X'iscal Year Ended June 30,2017

(Unaudited)

Fund FínancíøI Støtements (Cont'd)

Fiduciary funds: The Charter School is the trustee, or fiduciary, for assets that belong to others, such
as payroll agency funds. The Charter School is responsible for ensuring that the assets reported in
these funds are used only for their intended purposes and by those to whom the assets belong. The
Charter School excludes these activities from the charter school-wide financial statements because it
cannot use these assets to finance its operations.

Notes to the Basic Financial Statements: The notes provide additional information that is essential to a full
understanding of the data provided in the charter school-wide and fund financial statements. The notes to the
basic financial statements can be found immediately following the fund financial statements.

Financial Analysis of the School as a Whole

Net Position. The Charter School's combined net position was $324,388 on June 30, 2017,8144,319 or
30.79% less than it was the year before. (See Figure A-3).

Figure A-3
Condensed Statement of Net Position

Percentage

Change

2016t20t7 2015/2016* 20r6/20t7

a

Government Activities

Current and Other Assets

CaprtalAssets, Net
Total Assets

Deferred Outflows

of Resources

Other Liabilities

Long-Term Liabilities

Total Liabilities

Deferred Inflows
of Resources

Net Position:

Net Investment in Capital Assets

Restricted

Unrestricted

TotalNet Position

$ 1,079,866 S

81,562

14.07%

-47.10%

5.5U/o

t42.14%

19.67%

114.77%

84.22%

-47.t0%

100.00%

-33.40%

946,699

r54,r87

t6rA28 1,100,996t,

861,159 355,646

337,@l

t280,433
282,138

596,r99

r,618,074 878,337

80,125 109188 -26.82%

8t,562

50,000

192,826

154,187

25,000

289,520

* - Restated

s 324388 s ß8,707 -30.7f/o
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M.E.T.S. Charter School
Management's I)iscussion and Analysis

tr'or the Fiscal Year Ended June 3012017
(Unaudited)

Changes in Net Position. The Charter School's net position decreased $144,319 during the year. Net

Investment in Capital Assets decreased due to disposals of capital assets and depreciation. Restricted net
position increased $25,000 as a result of the accrual required for School Escrow. Unrestricted net position

decreased 996,694 primarily due to increased expenses for instruction and plant operations and maintenance.

Figure A-4
Change in Net Position from Operating Results

Percentage

Govemmental Activities Change

20t6/2017 2015/2016 2016/2017

Revenue:

Program Revenue:

Operating Grants and Contributions
General Revenue:

Local Property Taxes - Charter School Aid
Unrestricted Federal and State Aid

Other
Total Revenue

Expenses:

Instruction
General Adminstration Services

School Adminstration Services

Plant Operations and Maintenance
Pupil Transportation

Total Expenses

Change in Net Position

s 2,316,461 $ 1,301,579 77.97%

8,834,939 7,729,008

r,569,459
4,944,214

4.80s

1,578,505

4,820,776

28,r48

-057%
2.56%

-82.93%
14.3lYo

rr.54%
34.93%
-37.23%

32.16%
45.56%
9.08%

5,559,744

r,443,434
820,759

1,099,104

56,217

4,gg4,6lr
1,069,737

r,307,534
83r,676

38,622

8, 979.258 9,232,180

$ (144,319) $ (503,172) -71.32%

Revenue Sources. The Charter School's total revenue for the 2016-2017 school year was $8,834,939. (See

Figure A-5). Charter School Aid (Local) and Unrestricted Federal and State Aid accounted for most of the

Charter School's revenue 73.73% (See Figure A-5). Another 26.22% came from operating grants and

contributionso and the remaining0.05% came from miscellaneous sources.

Figure A-5
Sources of Reve nue for Fiscal Year 2017

Sor¡rces of Income 2017 Percentage

LocalProperty Taxes - Charter SchoolAid

Unresficted Federal and State Aid
Operating Grants and Contuibutions

Other

$ 1,569,459

4,9M2t4
2,3t6461

4,805

t7.76%

s5.97%

26.22%

0.0s%

100.00%$ 8,834,939
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M.E.T.S. Charter School
Management's l)iscussion and Analysis
For the Fiscal Year Ended June 30,2017

(Unaudited)

Expenses. The total cost of all programs and services was $8,979,258. The Charter School's expenses ate

predominantly related to student instruction (6I.9I%). (See Figure A-6). The Charter School's general

administrative and school adminishative expenses accounted for 25.22%o of total costs. The remaining 12.87%
of expenses were related to operations and maintenance and pupil transportation.

Figure A-6
Expense s for Fiscal Year 2017

Expense Category 2017 Percentage

Instruction

General Adminstration Services

School Adminstration Services

Plant Operations and Maintenance

Pupil Transportation

Instruction

General Adminstration Service s

School Adminsf ation Service s

Plant Operations and Maintenance

Pupil Transportation

s 5,559,74
1,M3,434

820,759

r,099,104

56,2r7

61.91%

16.08%

9.t4%
12.24%

0.63%

$ 8,979,258 100.00%

Governmental Activities

The financial position of the Charter School decreased significantly over the course of the year. Through
careful budgeting, the Charter School has managed to maintain programs. Careful management of expenses

remains essential for the Charter School to sustain its financial health.

Figure A-7 presents the cost of six major Charter School activities: instruction, general administration, school

administration, support services, plant operations and maintenance and other. The table also shows each

activity's net cost (total cost less fees generated by the activities and intergovernmental aid provided for
specific programs):

Figure A-7
Net Cost of Govemmental Activities

Total Cost of Services Net Cost of Services

201612017 201512016 201612017 20ls/2016

s 5,559,7M

t,443A34

820,759

l,w9,lM
s62r7

$ 4,984,611

r,069,737

r,307,534

831,676

38,622

$ 3,418,790

r,342,974

745,812

r,ogg,lo4
56,217

$ 3,683,032

r,069,737

r,307,534

831,,676

38,622

Total s 8,979258 $ 190 96,662,797 s6,930,601
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M.E.T.S. Charter School
Management's l)iscussion and Analysis
F'or the Fiscal Year Ended June 30, 2017

(Unaudited)

Governmental Activities

o The cost of all governmental activities this year was $8,979,258.
o A significantportion -57,260,675 - of the Charter School's activities were subsidizedby the federal

and state grants and aid.
¡ A portion of the govemmental activities were financed with $1,569,459 through amounts raised by

local school district tax levies and transferred to the Charter School in the form of Charter School Aid.

Financial Analysis of the Charter Schoolos f'unds

The Charter School's financial position increased on a fi¡nd basis. This is primarily due to revenues exceeding

expenses and fund balance used to support the 2016-2017 budget. The primary reason for revenues exceeding

expenses is the school had a higher enrollment in the current year compared to the previous year.

General Fund Budgetary Highlights

Over the course of the year, the Charter School revised the annual operating budget several times. These

budget amendments represented changes made within budgetary line items for changes in school-based needs

for programs, supplies and equipment. The original budget was not aligned to the staffing needs nor were

many areas of the budget including administration.

Capital Assets and Long-term Liabilities Administration

Fþure A-8
Capital Assets (Net of Depreciation)

Governmental Activities
20t6/2017 2015/2016

Percent

Change

20t6120t7

Buildings and Building Improvements

Machinery and Equþment

Total Capital Assets, Net of Depreciation $ 106,090 s 209,s49 -49.37%

s 104,032

2,058

$ 104,032

r05,517

0.M%
-98.05%
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M.E.T.S. Charter School
Management's Discussion and Anaþis
X'or the Fiscal Year Ended June 30,2017

(Unaudited)

Long-term Liabilities

At year-end, the Charter School has $1,213,609 of net pension liability and $66,824 in compensated absences -
as shown in Figure A-8. (More detailed information about the Charter School's long-term liabilities is

presented in the Notes to the Basic Financial Statements, Note 6).

Figure A-9
Outs tanding Long-Te rm Liabilitie s

Percentage

Change

201612017

Tot¿l SchoolDistict
201612017 20t512016

Net Pension Liability

Compensated Absences

$ 1,213,609

66,824

s 486,647

109.552

149.38%

-39.00%

114.77%s 1,280,433 $ 596,199

Factors Bearing on the Charter School's F'uture

The State of New Jersey continues to face serious budgetary constraints. This has impacted the amount of state

aid allocated to charter schools. This realþ was taken into account when adopting the General Fund budget for
2017-201,8. Every effort was directed to providing quality education to the community. The budget was

prepared to ensure that all students have the textbooks, materials, supplies, equipment and programs needed to
meet New Jersey's Core Curriculum Content Standards.

Contacting the District's Financial Management

This financial report is designed to provide the Charter School's students, parents, sending school districts,
customers and investors and creditors with a general overview of the School's finances and to demonstrate the

Charter School's accountabilrty for the money it receives. If you have questions about this report or need

additional financial information, contact the Charter School Offtce, 211 Sherman Ave, Jersey City, New Jersey

07030.
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M.E.T.S. CHARTER SCHOOL

STATEMENT OF NET POSITION
JUNE 30" 2017

ASSETS
Cash and Cash Equivalents
Interfund Receivable - Fiduciary Funds

Receivable from Local Governments
Receivable from State Government
Receivable from Federal Government
Capital Assets:

Depreciable Buildings and Building Improvements,

and Machinery and Equipment, Net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Difference Between Projected and Actual Investment Earnings - Pensions

Changes in Assumptions - Pensions

Changes in Proportion - Pensions

Difference Between Expected and Actual Experience - Pensions

District Contribution Subsequent to the Measurement Date - Pensions

Total Deferred Outflows of Resources

LIABILITIES
Accounts Payable

Payable to Local Governments
Payable to Federal Government
Unearned Revenue

Noncurrent Liabilities :

Due Beyond One Year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Changes in Proportion - Pensions

Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets

Restricted for:
Charter School Escrow

Unrestricted

Total Net Position

s

Exhibir A-l

Governmental
Activities

710,683
6,091

18,778
721,908
222,406

81,562

1,161,428

46,276

251,395
512,342

22,569
28,577

861 159

133,825
197,263

4,553
2,000

1,280,433

1,618,074

80,125

80,125

87,562

50,000
192,826

$ 324,388

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE
AN INTEGRAL PART OF THIS STATEMENT
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M.E.T.S. CHARTER SCHOOL
STATEMENT OF ACTTVITIES

FOR THE FISCAL YEAR ENDED JLINE 30. 2OI7

Program

Revenue

Exhibit A-2

Net (Expense)

Revenue and

Changes in
Net Position

Expenses

Operating
Grants and

Contributions
Govemmental

ActivitiesFunctions/Programs

Governmental Activitres :

Instruction:
Regular
Special Education
Other Instruction

Support Services:

General Administration Services

School Administration Services

Plant Operations and Maintenance
Pupil Transportation

Total Governmental Activities

Total Primary Government

General Revenue:

Taxes:

Local Property Taxes - Charter School Aid
Unrestricted Federal and State Aid
Investment Earnings

Miscellaneous lncome

Total General Revenue

Change in Net Position

Net Position - Beginning (Restated)

Net Position - Ending

8,979,258 2,316,461

$ 8,979,258 s 2,3t6,461 (6,662,797)

1,569,459

4,944,214
386

4,419

6,518,478

(t44,319)

468,707

$ 324,388

s 5,266,766

170,1 10

122,868

1,443,434

820,759

1,099,104

56,217

s 2,037,023 $

109,931

100,560

74,947

(3,235,743)
(60,t79)

(122,868)

(7,342,874)
(745,812)

(1,099,104)

(56,2r7)

(6,662,797)

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE
AN INTEGRAL PART OF THIS STATEMENT
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M.E.T.S. CHARTER SCHOOL
STATEMENT OF REVENUE. EXPENDITURES. AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FORTHE FISCAL YEARENDED JUNE 30.2017

General
Fund

Special
Revenue

Fund

Exhibit B-2

Total
Govemmental

Funds

REVENUE:
Local Sources:

Charter School Aid
Miscellaneous

Total - Local Sources

State Sources

Federal Sources

Total Revenue

ÐGENDITURES:
Current:

Regular Instruction
Special Education Instruction
School-Sponsored Cocurricular Activities - Instruction

General Administration Services

School Administration Services

Custodial Services

Student Transportation Services

Unallocated Employee Benefits
Capital Outlay

Total Expenditures

Excess of Revenue over Expenditures

Net Change in Fund Balances

Fund Balance--July I

Fund Balance-June 30

7,207 ,699 384 7,909,083

69,838 69,838

69,838 69,838

700,964 700,964

s 770,802 $ -0- s 770,802

$ 1,569,459
4,805

$ 1,569,459
4,805

r,574,264
5,703,273

$ 700.384

1,574,264
5,703,273

700,384
7,277,537 700,384 7,977.92r

2,737,662
37,155
97,473

1,1 19,153

519,089
1,039,355

56,217

1,599,537
2,058

501,119
98,705

100,560

3,239,78r
135,860

97,473

r,219,713
519,089

1,039,355

56,217

r,599,537
2,058

THE ACCOMPANYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE
AN INTEGRAL PART OF THIS STATEMENT
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Exhibit B-7
M.E.T.S. CHARTER SCHOOL

STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FT'NDS

JUNE 30.2017

Agency

Payroll
Student

Activities
ASSETS:

Cash and Cash Equivalents

Total Assets

LIABILITIES:

Due to Student Groups
Interfund Payable:

General Fund
Unemployment Trust Fund
Payroll Deductions and Withholdings

Total Liabilities

Total

s t22,739 $ 33,891 $ 156,630

s 1.22,739 $ 33,891 $ 156,630

$ 29,155 $ 29,155

$ 1,355

23,749
4,736

97 635

$ 122,739 $ 33,891 $ 156,630

6,091
23,749
97,635

THE ACCOMPA}TYING NOTES TO THE BASIC FINANCIAL STATEMENTS ARE
AN INTEGRAL PART OF THIS STATEMENT
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M.E.T.S. CHARTER SCHOOL
NOTES TO THE BASIC ANCIAL STATEMENTS

FOR THE FISCAL ENDED.TI]NE 30.2OI7

NOTE 1. SUMMARY OF SIGNIFICANT ACCOI.JNTING POLICIES

The financial statements of the Board of Trustees (the "Board") of Mathematics, Engineering, Technology,
and Science (M.E.T.S) Charter School (the "Charter School") have been prepared in conformity with
generally acceped accounting principles (GAAP) as applied to government units. The Governmental

Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental

accounting and financial reporting principles. The more significant of the Board's accounting policies are

described below.

A. Reporting Entitv:

The Board is an instrumentality of the State of New Jersey, established to function as an educational

institution. The Board consists of volunteer officials and is responsible for the fiscal control of the Charter

School. A Director is appointed by the Board and is responsible for the administrative control of the Charter

School.

Governmental Accounting Standards Board ('GASB") Codification Section 2100, "Defining the Financial
Reporting Entity" establishes standards to determine whether a govemmental component unit should be

included in the financial reporting entþ. Component units are legally separate organizations for which the

elected officials of the primary government are financially accountable. In addition, component units can be

other organizations for which the nature and significance of their relationship with a primary government are

such that exclusion would cause the reporting entþ's financial statements to be misleading. The primary
govemment is financially accountable if it appoints a voting majority of the organization's governing body

and (l) it is able to impose its will on that organization or (2) there is a potential for the organization to
provide specific financial benefits to, or impose specific financial burdens on, the primary govemment. A
legally separate, tax-exempt organization should be reported as a component unit of a reporting entity if all
of the following criteria are met: (1) The economic resources received or held by the separate organization
are entirely or almost entirely for the direct benefit of the primary govemment, its component units, or its
constituents. (2) The primary govemment, or its component units, is entitled to, or has the ability to
otherwise access, a majority of the economic resources received or held by the separate organization. (3).

The economic resources received or held by an individual organization that the specific primary government,

or its component units, is entitled to, or has the ability to otherwise access, are significant to that primary
govemment. There were no additional entities required to be included in the reporting entity under the

criteria as described above, in the current fiscal year. Furtherrnore, the District is not includable in any other
reporting entity on the basis ofsuch criteria.

B. Basis of Presentation:

Charter School-Wide Financial Statements:

The statement of net position and the statement of activities present financial information about the

Charter School's governmental activities. These statements include the financial activities of the

overall Charter School in its entirety, except those that are fiduciary. Eliminations have been made

to minimize the double counting of internal transactions. Govemmental activities generally are

financed through taxes, intergovemmental revenue and other nonexchange transactions.

The statement of activities presents a comparison between direct expenses and program revenue for
each function of the Charter School's govemmental activities. Direct expenses are those that are

specifically associated with and are clearþ identifiable to a particular function. Indirect expenses are

allocated to the functions using an appropriate allocation method or association with the specific
function. lndirect expenses include health benefits, employer's share of payroll taxes, compensated

absences and tuition reimbursements.
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M.E.T.S. CHARTER SCHOOL
NOTES TO T}IE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30. 2017
(Continued)

NOTE 1. SUMMARY OF SIGNIFICANT ACCOLTNTING POLICIES (Cont'd)

B. Basis of Presentation: (Cont'd)

Charter School-Wide Financial Statements (Cont'd)

Program revenue includes (a) charges paid by the recipients of goods or services offered by the

programs, and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular prog¡am. Revenue that is not classified as program revenue, including
all taxes, is presented as general revenue. The comparison ofdirect expenses with program revenues

identifies the extent to which each government function is self-financing or draws from the general

revenues ofthe Charter School.

Fund Financial Statements:

During the fiscal year, the Chaner School segregates transactions related to certain Charter School

functions or activities in separate funds in order to aid financial management and to demonstrate

legal compliance. The fund financial statements provide information about the Charter School's
fi.rnds, including its fiduciary funds. Separate statements for each fund category - governmental and

fiduciary - are presented. The New Jersey Departrnent of Education (NJDOE) has elected to require
New Jersey Schools to treat each govemmental fund as a major fund in accordance with the option
noted in GASB No. 34, paragraph 76. The NJDOE believes that the presentation of all govemmental
funds as major is important for public interest and to promote consistency among School financial
reporting models.

The Charter School reports the following govemmental funds:

General Fund: The General Fund is the general operating fund of the Charter School and is

used to account for and report all expendable financial resources not accounted for and

reported in another fund. Included are certain expenditures for vehicles and movable
instructional or noninstructional equipment which are classified in the capital outlay
subfund.

As required by NJDOE, the Charter School includes budgeted capital outlay in this fund.
GAAP, as it pertains to governmental entities, states that general fund resources may be used

to directly fmance capital outlays for longJived improvements as long as the resources in
such cases are derived exclusively from unrestricted revenue. Resources for budgeted capital
outlay purposes are normally derived from State of New Jersey Aid, School taxes and

appropriated fund balance. Expenditures are those that result in the acquisition of or
additions to fixed 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 expenditure for
specified pury)oses other than debt service or capital projects. Thus, the Special Revenue

Fund is used to account for the proceeds of specific revenue from State and Federal

Governments (other than major capital projects, or the enterprise funds) and local
appropriations that are legally restricted or committed to expenditures for specified purposes.

Fiduciarv Funds: The Fiduciary Funds are used to account for assets held by the Charter

School on behalf of others and includes the Payroll Agency and the Student Activity Agency
Funds.
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M.E.T.S. CHARTER SCHOOL
NOTES TO THE BASIC FINANCIAL STATEMENTS

FORTHE FISCAL YEARENDED JUNE 30.2017
(Continued)

NOTE l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

C. Measurement Focus and Basis of Accounting

The Charter School-Wide financial statements and the fiduciary fund financial statements are reported using
the economic resources measurement focus and the accrual basis of accounting. Revenue is recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the related cash

transaction takes place. Non-exchange transactions, in which the School gives or receives value without
directly receiving or giving equal value in exchange, include property taxes, grants, entitlements and
donations. On the accrual basis, revenue from property taxes (in the form of Charter School Aid) is
recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlements and donations
is recognized in the fiscal year in which all eligibility requirements have been satisfied.

The governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenue is recognized when
measurable and available. The Charter School considers all revenue reported in the governmental funds to
be available if the revenue is collected within sixty days after the end of the fiscal year. Expenditures are

recorded when the related fund liability is incurred, except for principal and interest on general long-term
debt, claims and judgments, and compensated absences which are recognized as expenditures to the extent
they have matured. Capital asset acquisitions are reported as expenditures in govemmental firnds. Proceeds

ofgeneral long-term debt and acquisitions under capital leases are reported as other financing sources.

It is the Charter School's policy, that when an expenditure is incurred for purposes for which both restricted
and unrestricted (committed, assigned, or unassigned) amounts are available, to apply restricted resources

first followed by unrestricted resources. Similarly, within unrestricted fund balance, it is the Charter
School's policy to apply committed resources first followed by assigned resources and then unassigned
resources when an expenditure is incurred for purposes for which amounts in any of those unrestricted fund
balance classifications could be used.

Charter School Aid is susceptible to accrual since under the New Jersey State Statute, each constituent school
district is required to remit to the Charter School the entire balance of aid in the amount reported to each

district by the State Deparfinent of Education. The School is entitled to receive moneys under the established
payment schedule and the unpaid amount is considered to be an o'accounts receivable".

Under the terms of grant agreements, the Charter School may fund certain programs by a combination of
specific cost-reimbursement grants, categorical block grants and general revenue. Therefore, when program
expenses are incurred, both restricted and unrestricted net position may be available to finance the program.

It is the Charter School's policy to first apply cost-reimbursement grant resources to such programs, followed
by general revenue.

Annual appropriated budgets are prepared in the spring of each year for the General and Special Revenue
Funds. Budgets are prepared using the modified accrual basis of accounting. The legal level of budgetary
control is established at line item accounts within each fund. Line item accounts are defined as the lowest
(most specific) level of detail as established pursuant to the minimum Chart of accounts referenced in
N.J.A.C. 6:20-2A.2(m)1. All budget amendments/transfers must be made by School Board resolution. All
budgetary amounts presented in the accompanying supplementary information reflect the original budget and
the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during
the year).
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

D. Budgets/Budgetary Control:

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 special revenue fund as

noted below. Encumbrance accounting is also employed as an extension of formal budgetary integration in
the governmental fund types. Unencumbered appropriations lapse at fiscal year end.

The accounting records of the Special Revenue Fund are maintained on the grant accounting budgetary basis.

The grant accounting budgetary basis differs from GAAP in that the grant accounting budgetary basis

recognizes encumbrances as expenditures and also recognizes the related revenue, whereas the GAAP basis

does not. Sufficient supplemental records are maintained to allow for the presentation of GAAP basis

financial reports.

Special

Revenue

Frmd

General

Fund

Source s/Inflows of Re source s :

Actual Amot¡nts (Budgetary Basis)'Revenue"

from the Budgetary Comparison Schedule

Total Revenues as Reported on the Statement of Revenues,

Expenditures and Changes in Fund Balances - Governmental Funds

Uses/Outflows of Resources :

Actual Amounts (Budgetary Basis) 'Total Outflows" from the

Budgetary Comparison Schedule

Total E4pendihnes as Reported on the Statement of Revenue,

Expenditures, and Changes in Fund Balances - Governmental Funds

E. Cash and Cash Equivalents and Investments:

g 7277,537 $ 700384

I 7,277,537 $ 700,384

s 7207,699 S 700,384

g 7207,699 $ 700,384

Cash and cash equivalents include petty cash and cash in banks. Certificates of deposit with maturities of
one year or less when purchased are stated at cost.

The District generally records invesfnents atfair value and records the unrealized gains and losses as part of
invesfinent income. Fair value is the price that would be received to sell an investment in an orderly
transaction between market participants at the measurement date. The District categorizes its fair value

measurements within the fair value hierarchy established by generally accepted accounting principles. The

hierarchy is based on the valuation inputs used to measure the fair value of the asset. Level 1 inputs are

quoted prices in active ma¡kets for identical assets; Level? inputs are significant other observable inputs;

Level 3 inputs are significant unobservable inputs.

New Jersey school districts are limited as to type of investments and types of financial institutions they may

invest in. New Jersey Statute I8A:20-37 provides a list of permissible investnents that may be purchased by

New Jersey school districts.
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NOTE l. S (Cont'd)

E. Cash and Cash Equivalents and Investments: (Cont'd)

Additionally, the Charter School has adopted a cash management plan that requires it to deposit public firnds

in public depositories protected from loss under the provisions of the Governmental Unit Deposit Protection
Act (GUDPA). GUDPA was enacted in 1970 to protect Govemmental Units from a loss of funds on deposit

with a failed banking institution in New Jersey.

N.J.S.A. l7'9-4I 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 depository unless such funds are

secured in accordance with the Act. Public depositories include Savings and Loan institutions, banks (both

state and national banks) and savings banks the deposits of which are federally insured. All public
depositories must pledge collateral, having a market value of at least equal to five percent of the average

daily balance of collected public funds, to secure the deposits of Governmental Units. If a public depository

fails, the collateral it has pledged, plus the collateral of all other public depositories, is available to pay the

full amount of their deposits to the Govemmental Units.

F. Interflrnd Transactions:

Flows of cash or goods from one fund to another without a requirement for repayment are reported as

interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental funds.

Repayments from funds responsible for particular expenditures/expenses to the funds that initially paid for
them are not presented on the financial statements.

On fund financial statements, short-term interfund loans are classified as interfund receivables/payables.

G. Allowance for Uncollectible Accounts:

No allowance for uncollectible accounts has been recorded as all amounts are considered collectible.

H. Encumbrances:

Under encumbrance accounting purchase orders, contracts and other commitments for the expenditure of
resources are recorded to reserve a portion of the applicable appropriation. Open encumbrances in
governmental funds other than the special revenue fund are reported as restricted, committed and/or

assigned fund balances at fiscal year end as they do not constitute expenditures or liabilities but rather

commitments related to unperformed contracts for goods and services.

Open encumbrances in the special revenue fund for which the Charter School has received advances are

reflected in the balance sheet as unearned revenue at fiscal year end.

The encumbered appropriation authority ca:ries 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.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOLJNTING POLICIES (Cont'd)

I. Short-term Interfund Receivables/Payables :

Short-term interfund receivables/payables represent amounts that are owed, other than charges for goods or
services rendered tolfrom a particular fund in the Charter School and that are due within one year.

J. Inventories and Prepaid Expenses:

Inventories and prepaid expenses which benefit future periods, other than those recorded in the enterprise
fund, are recorded as expenditures during the year of purchase.

Enterprise fund inventories are valued at cost, which approximates market, using the first-in, first-out (FIFO)
method. Prepaid expenses in the enterprise fund represent payments made to vendors for services that will
benefit periods beyond June 30, 2017.

K. Capital Assets

During the Charter School's initial year a formal system of accounting for its capital assets was established.
Capital assets acquired or constructed are recorded at historical cost including ancillary charges necessary to
place the asset into service. Donated capital assets are valued at their estimated fair market value on the date
received. The cost of normal maintenance and repairs is not capitalized. The Charter School does not
possess any infrastructure. The Charter School has reviewed capital assets for impairment.

The capitalization threshold (the dollar value above which asset acquisitions are added to the capital asset

accounts) is $2,000. The depreciation method is straightJine. The estimated useful lives of capital assets

reported in the Charter School-Wide statements and proprietary funds are as follows:

Estimated Usefirl Life

Building Improvements

Equþment

20 years

10 years

In the fund financial statements, capital assets used in govemmental fund operations are accounted for as

capital outlay expenditures in the governmental firnd upon acquisition. Capital assets are not capitalized and
related depreciation is not reported in the fund financial statements.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

L. Long Term Liabilities:

In the Charter School-Wide statements of net position, long-term debt and other long-term obligations are

reported as liabilities in government activities. Bond premium and discounts are reported as deferred charges

and amortized over the term of the related debt using the straight-line method of amortization. In the fund
financial statements, the face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are

reported as other financing uses.

In the Charter School-Wide Statement of Net Posítion, the liabilities whose average maturities are greater

than one year should be reported in two components - the amount due within one year and the amount due

beyond one year.

M. Accrued Salaries and Wages:

Certain Charter School employees, who provide services to the Charter School 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, there were no accrued salaries.

N. Compensated Absences:

The Charter School accounts for compensated absences as directed by Governmental Accounting Standards

Board Statement No. 16 (GASB 16), Accounting þr Compensated Absences. A liability attributable to
services already rendered and not contingent on a specific event outside the control of the employer and

employee is accrued as employees earn the rights to the benefits.

Employees are granted va.rying amounts of vacation and sick leave in accordance with the Charter School's
policies and employee contracts. Upon separation, certain employees are paid for accrued vacation.

Employees can also accumulate unused sick leave which will be paid, with certain limits, upon the

employee's retirement pursuant to the Charter School's policy or employee contracts.

In the Charter School-wide Statement of Net Position, the liabilities whose average maturities are greater

than one year should be reported in two components - the amount due within one year and the amount due

after one year.

O. Unearned Revenue:

Uneamed revenue represents cash and/or commodities which have been received but not yet earned. See

Note (lD) regarding the Special Revenue Fund.

P. Fund Balance Appropriated:

General Fund: Of the $770,802 General Fund fund balance at June 30, 2017, $50,000 is restricted for
Charter School escrow, and $720,802 is unassigned.

O. Net Position:

Net Position is the difference between (a) assets and deferred outflows of resources and (b) liabilities and

deferred inflows of resources.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

O. Net Position: (Cont'd)

A deferred outflow of resources is a consumption of net position by the District that is applicable to a future
reporting period. A deferred inflow of resources is an acquisition of net position by the District that is

applicable to a future reporting period. The District had deferred outflows of resources and deferred inflows
ofresources related to pension at June 30,2017.

Net position is displayed in three components - net investment in capital assets; restricted and unrestricted.

The net investment in capital assets component of net position consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of borrowings that a¡e attributable to the acquisition,
construction, or improvement of those assets. Deferred outflows of resources and deferred inflows of
resources that a¡e attributable to the acquisition, construction, or improvement of those assets or related debt

also would be included in this component of net position.

The restricted component of net position consists of restricted assets reduced by liabilities and deferred

inflows of resources related to those assets.

The unrestricted component of net position is the net amount of the assets, deferred outflows of resources,

liabilities, and deferred inflows of resources that are not included in the determination of net investment in
capital assets or the restricted component of net position.

R. Fund Balance Restrictions" Commitments and Assigrrments:

The restricted fund balance category includes amounts that can be spent only for the specific purposes

stipulated by constitution, external resource providers, or through enabling legislation. The committed fund
balance classification includes amounts that can be used only for the specific purposes determined for a

formal action of the Charter School's highest level of decision-making authority. Amounts in the assigned

fund balance classification are intended to be used by the government for specific purposes but do not meet

the criteria to be classified as restricted or committed. The Charter School has funds restricted at June 30,

2017 for Charter School Escrow.

Unassigned fund balance is the residual classification for the Charter School's General Fund and includes all
spendable amounts not contained in the other classifications. In other firnds, the unassigned classifications
should be used only to report a deficit balance resulting from overspending for specific purposes for which
amounts has been restricted, committed or assigned.

The Board of Trustees has the responsibility to formally commit resources for specific purposes through a

motion or a resolution passed by a majority of the members of the Board of Trustees at a public meeting of
that goveming body. The Boa¡d of Trustees must also utilize a formal motion or a resolution passed by a
majority of the members of the Board of Trustees at a public meeting of that governing body in order to
remove or change the commitment of resources. The Charter School has no committed resources at June 30,

20t7.
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NOTE l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

R. Fund Balance Restrictions. Commitments and Assignments: (Cont'd)

The assignment of resources is generally made by the Board of Trustees through a motion or a resolution
passed by a majorþ of the members of the Board of Trustees. These resources are intended to be used for a
specific purpose. The process is not as restrictive as the commitment of resources and the Board of Trustees

may allow an official of the Charter School to assign resources through policies adopted by the Board of
Trustees. The Charter School has no assigned resources at June 30,2017 for year-end encumbrances.

S. Revenue - Exchange andNonexchange Transactions:

Revenue, resulting from exchange transactions in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On the modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available. Available
means the resources will be collected within the current fiscal year or are expected to be collected soon

enough thereafter to be used to pay liabilities of the current fiscal year. For the Charter School, available
means within sixty days of the fiscal year end.

Nonexchange transactions, in which the Charter School receives value without directly giving equal value in
return, include property taxes (Charter School Aid), grants, entitlements and donations. Revenue from
grants, entitlements and donations is recognizedin the fiscal year in which all eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which speci$ the year when the
resources are required to be used or the fiscal year when use is first permitted; matching requirements, in
which the School must provide local resources to be used for a specified purpose; and expenditure
requirements, in which the resources are provided to the Charter School on a reimbursement basis. On the
modified accrual basis, revenue from nonexchange transactions must also be available before it can be

recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and
available at fiscal year end: property taxes (in the form of Charter School Aid), interest and tuition.

T. Management Estimates:

The preparation of financial statements in conformity with GAAP requires management to make estimates

and assumptions that affect the reported amounts of revenue and expenditures/expenses during the reporting
period. Actual results could differ from those estimates.

U. Pensions:

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the State
of New Jersey Public Employees' Retirement System (PERS) and the State of New Jersey Teachers' Pension
and Annuity Fund (TPAF) and additions toldeductions from the PERS's and TPAF's net position have been

determined on the same basis as they are reported by the PERS and the TPAF. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms. Pension Plan investments are reported atfair value.
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NOTE 2. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN GOVERNMENTAL FUND
STATEMENTS AND CHARTER SCHOOL-WIDE STATEMENTS

Due to the differences in the measurement focus and basis of accounting used on the governmental fund
statements and Chaner School-Wide statements, certain financial transactions are treated differently. The

basic financial statements contain a full reconciliation of these items.

NOTE 3. CASH AND CASH EOUIVALENTS AND INVESTMENTS

GASB requires disclosure of the level of custodial credit risk assumed by the Charter School in its cash, cash

equivalents and investments, if those items are uninsured or unregistered. Custodial credit risk is the risk that
in the event of a bank failure, the govemment's deposits may not be returned.

Interest Rate Risk - In accordance with its cash management plan, the Charter School ensures that any

deposit or investment matures within the time period that approximates the prospective need for the funds,

deposited or invested, so that there is not a risk to the market value of such deposits or investments.

Credit Risk - The Charter School limits its investments to those authorized in its cash management plan

which are those permitted under state statute as detailed in the investment section of this note.

Custodial Credit Risk - The Charter School's policy with respect to custodial credit risk requires that the

Charter School ensures that Charter School funds are only deposited in financial institutions in which NJ
school districts are permitted to invest their funds.

Deposits:

New Jersey statutes require that school districts deposit public funds in public depositories located in New
Jersey which are insured by the Federal Deposit Insurance Corporation, the Federal Savings and Loan
Insurance Corporation, or by any other agency of the United States that insures deposits made in public
depositories. School districts are also permitted to deposit public funds in the State of New Jersey Cash

Management Fund.

New Jersey statutes require public depositories to maintain collateral for deposits of public funds that exceed

depository insurance limits as follows:

The market value of the collateral must equal at least 5o/o of the average daily balance of collected
public funds on deposit, and

In addition to the above collateral requirement, if the public funds deposited exceed 75%o of the
capital funds of the depository, the depository must provide collateral having a market value at least

equal to 100% of the amount exceeding75Yo.

All collateral must be deposited with the Federal Reserve Bank of New York, the Federal Reserve Bank of
Philadelphia, the Federal Home Loan Bank of New York, or a banking institution that is a member of the

Federal Reserve System and has capital funds of not less than $25,000,000.
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NOTE 3. CASH AND CASH EOUIVALENTS AND INVESTMENTS (Cont'd)

Investrnents:

New Jersey statutes permit the Charter School to purchase the following types of securities:

(1) Bonds or other obligations of the United States of America or obligations guaranteed by the
United States of America;

Government money market mutual funds;

Any obligation that a federal agency or a federal instrumentality has issued in accordance

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

(4) Bonds or other obligations, having a maturity date not more than 397 days from the date of
purchase, approved by the Division of Local Govemment Services in the Department of
Communþ Affairs for investrnent by local units;

(2)

(3)

(s)

(6)

Local govemment investrnent pools;

Deposits with the State of New Jersey Cash Management Fund stablished pursuant to section
1 of P.L. 1977, c.281 (C.52: l 8A-90.4); or

(7) Agreements for the repurchase of fully collateralized securities if:

(a)

(b)

(c)

(d)

(e)

the underlying securities are permitted investments pursuant to paragraphs (1) and
(3) above;

the custody of collateral is transferred to a third party;

the maturity of the agreement is not more than 30 days;

the underlying securities are purchased through a public depository as defined in
section 1 of P.L. 1970, c.236 (C.17:9-41); and

a master repurchase agreement providing for the custody and security of collateral is
executed.
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NOTE 3. CASH AND CASH EOUIVALENTS AND INVESTMENTS (Cont'd)

As of June 30,2017, cash and cash equivalents of the Charter School consisted of the following:

Cash and

Cash

Equivalents

Checking & Savings Accounts $ 867,313

During the period ended June 30, 2017, the Charter School did not hold any investments. The carrying
amount of the Charter School's cash and cash equivalents at June 30, 2017 was $867,313 and the bank
balance was $1,140,089.

NOTE 4. CAPITAL ASSETS

Capital asset balances and activity for the fiscal year ended June 30, 2017 were as follows:

(Restated)

Balance Decreases/ Balance

Jr¡ne30,2016 Increases Adjusfrnents Jwrc 30,2017

Governmental Activitie s :

Capital Assets Being Depreciated:

Building Improvements

Equþment

Total Capital Assets Being Depreciated

Govemmental Activities Capital Assets

Less Accumulated Depreciation for:

Building Improvements

Equipment

Total Accumulated Depre ciation

Governmental Activities Capital Assets,

Net of Accumulated Depreciation

2,058 $ (98,604)

2W,549 2,058 (98,60,+) 113,003

2W,549 2,058

(16,458)

(38,904) 4934e

(55,362) (25,428) 49349 (31,4r)

$ 154,187 s (23,370) $ (49,255) $ 81,562

Capital acquisitions totaled $2,058 of current fiscal year from governmental activities. The District retired
assets with a net book value of $49,255 during the current fiscal year.

$ 104,032

105,517 $
$ 104,032

897r

(98,604) 113,003

(10,,+03)

(15,025)

(26,86r)
(4,580)

Depreciation expense was charged to governmental functions as follows

GeneralAdministration $

Plant Operations and Maintenance

Food Service

9,392

14,354

1,683

s 25A2e
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NOTE 5. POST-RETIREMENT BENEFITS

Chaper 384 of Public Laws 1987 and Chapter 6 of Public Laws 1990 required TPAF and PERS,

respectively, to fund post-retirement medical benefits for those State employees who retire after

accumulating 25 years of credited service or on a disability retirement. Chapter 103 of Public Law amended

the law to eliminate the funding of post-retirement medical benefits through TPAF and PERS. It created

separate funds outside of the pension plans for the firnding and payment of post-retirement medical benefits

for retired State employees and retired educational employees. As of June 30, 2016, therc were 110,512

retirees receiving post-retirement medical benefits, and the State contributed $1.37 billion on their behalf.

The cost of these benefits is funded through contributions by the State in accordance with P.L. 1994, c.62.

Funding of post-retirement medical premiums changed from a prefunding basis to a pay-as-you-go basis

beginning in fiscal year 1994.

The State is also responsible for the cost attributable to P.L. 1992 c. 126, which provides employer paid

benefits to members of PERS and the Alternate Benefit Program who retired from a board of education or
county college with 25 years of service. The State paid$231.2 million toward Chapter 126 benefits for
20,045 eligible retired members in Fiscal Year 2016.

The School Employees Health Benefits Program (SEHBP) Act is found in New Jersey Statutes Annotated,

Title 52, Article 17.25 et.seq. Rules governing the operation and administration of the program are found in
Title 17, Chapter 9 of the New Jersey Administrative Code. The State of New Jersey Division of Pension

and Benefits issues a publically available financial report that includes financial statements and required

supplementary information for SEHBP. That report may be obtained from the Treasury website at

htç :/www.nj.gov/treasury/pensions/pdflfinancial20 1 5combinedpdf.

The State's on behalf Post-Retirement Medical Contributions to TPAF for the Charter School amounted to

5249,504, $184,838, and $1 13,919 for 2017,2016, and 2015, respectively.

NOTE 6. LONG-TERM LIABILITIES

During the fiscal year ended June 30, 2017, the following changes occurred in long-term liabilities reported

in the district-wide financial statements:

Balance

June 30,2016 Accrued Retired

Balance

June 30,2017

Compensated Absences P ayable

Net Pension Liability
$ 109,552

486,&7

s 42,728 g 66,824

1213,609s 726962

$ 596,199 g 726962 $ 42,728 $ r,290,433

A. Net Pension Liabilitv

The Public Employees' Retirement System's (PERS) net pension liabilþ of the governmental fund types is

recorded in the current and long-term liabilities and will be liquidated by the General Fund. The current
portion of the net pension liability at June 30,2017 is $-0- and the long-term portion is $1,213,609. See Note

7 for more information on PERS.

B. Compensated Absences Payable

The Charter School's compensated absences payable of its Govemmental activities will be liquidated though

the General Fund. There is no current portion payable; therefore; the entire balance of $66,824 as of June 30,

2017 is included in the long-term portion of long-term liabilities.
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NOTE 7. PENSION PLANS

Substantially all of the Charter School's employees participate in one of the two contributory, defined benefit
public employee retirement systems: the Teachers' Pension and Annuity Fund (TPAF) or the Public
Employee's Retirement System (PERS) ofNew Jersey.

A. Public Emolovees' Retirement System GERS)

Plan Description

The State of New Jersey, Public Employees' Retirement System (PERS) is a cost-sharing multiple-employer
defined benefit pension plan administered by the State of New Jersey, Division of Pensions and Benefits (the
Division). For additional information about the PERS, please refer to the Division's Comprehensive Annual
Financial Report (CAFR) which can be found at www.state.nj.us/treasury/pensions/annrprts.shtml.

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 43:I5A. PERS provides retirement, death and
disability benefits. All benefits vest after ten years of service, except for medical benefits, which vest after
25 years of service or under the disability provisions of PERS.

The following represents the membership tiers for PERS:

Tier Defirition

1 Members who were enrolled prior to húy I,2007
2 Members who were eþible to enroll on or after July 1, 2007 andprior to November 2,2008
3 Members who were elþible to enroll on or after Novernber 2,2008 andprior to May 22,2010

4 Members who were eþble to enroll on or after Iù;day 22,2010 and prior to June 28. 2011

5 Members who were elþible to enroll on or after Iwrc 28,2011

Service retirement benefits of l/55ú of final average salary for each year of service credit is available to Tiers
I and 2 members upon reaching age 60 and to Tier 3 members upon reaching age 62. Service retirement
benefits of 1/60ú of final average salary for each year of service credit is available to Tier 4 members upon
reaching age 62 and to Tier 5 members upon reachingage 65. Early retirement benefits are available to Tiers
I and 2 members before reaching age 60, to Tiers 3 and 4 with 25 or more years of service credit before age

62 and Tier 5 with 30 or more years of service credit before age 65. Benefits are reduced by a fraction of a
percent for each month that a member retires prior to the age at which a member can receive full early
retirement benefits in accordance with their respective tier. Tier 1 members can receive an unreduced benefit
from age 55 to age 60 if theyhave atleast25 years of service. Deferredretirementis availabletomembers
who have at least 10 years of service credit and have not reached the service retirement age for the respective
tier.

Contributions

The contribution policy for PERS is set by N.J.S.A. 43:154 and requires contributions by active members
and contributing members. The local employers' contribution amounts are based on an actuarially
determined rate which includes the normal cost and unfunded accrued liability. Chapter 19, P.L. 2009
provided an option for local employers of PERS to contribute 50Yo of the normal and accrued liability
contribution amounts certified for payments due in State fiscal year 2009. Such employers will be credited
with the firll payment and any such amounts will not be included in their unfunded liability. The actuaries
will determine the unfunded liability of those retirement systems, by employer, for the reduced normal and
accrued liability contributions provided under this law.
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NOTE 7. PENSION PLANS (Cont'd)

A. Public Employees' Retirement System (PERS) (Cont'd)

Contributions (Cont' d)

This unfunded liability will be paid by the employer in level annual payments over a period of 15 years

beginning with the payments due in the fiscal year ended June 30, 2012 and will be adjusted by the rate of
return on the actuarial value of assets. Charter School contributions to PERS amounted to $55,629 for fiscal
year 2017.

The employee contribution rate was7.20Yo effective July 1,2016. Subsequent increases after October l,
2}ll are being phased in over 7 yearc effective on each July l't to bring the total pension contribution rate to
7.5o/o of base salary as of July l, 2018.

Pension Liabilities. Pension Expense. and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30,2017, the Charter School reported a liability of $1,213,609 for its proportionate share of the net
pension liability. The net pension liabilþ was measured as of June 30,2016, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of July 1,2015 which
was rolled forward to June 30, 2016. The Charter School's proportion of the net pension liability was based
on a projection of the Charter School's long-term share of contributions to the pension plan relative to the
projected contributions of all participating members, actuarially determined. At June 30, 2016, the Charter
School's proportion was 0.004%, which was a increase of 0.002Vo from its proportion measured as of June
30,2015.

For the fiscal year ended June 30, 2017 , the Charter School recognized pension expense of $228,8 14. At June
30, 2017, the Charter School reported deferred outflows of resources and deferred inflows of resources
related to pensions on the following page:
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NOTE 7. PENSION PLANS (Cont'd)

A. Public Employees'Retirement System (PERS) (Cont'd)

Pension Liabilities. Pension Expense" and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions (Cont'd)

Year of
Defenal

Amortization

Period

in Years

Defened

Outflows of
Resources

Defened

Inflows of
Resources

Changes in Assumptions

Difference Between Expected and Actual Experience

Net Difference Between Projected and Actual

Investrnent Eamings on Pension Plan Investrnents

Changes in Proportion

FiscalYear
Ending June 30,

20t7
2018

20t9
2020

202t

2014

2015

20r6

6.44

5.72

5.57

$ 15,255

62,337

173,803

251,395

2015

2016

5.72

5.57

6.44

5.72

s.57

17,295

5,274

22,569

2014

2015

2016

5.00

5.00

5.00

2014

20r5
2016

(22,860)

t4,626

54,510

46,276

197,855

$ 80,125

314,487

512,342 80,125

District Contribution Subsequent to the Meæurement Date 2016 1.00 28,577

$ 861,159 $ 80,125

Amounts reported as deferred outflows of resources and deferred inflows of resources (excluding employer
specific amounts including changes in proportion and the District contribution subsequent to the

measurement date) related to pensions will be recognized in pension expense as follows:

Total

$ 72,W9

72,W9

83,529

70,177

22,336

s 320,24
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NOTE 7. PENSION PLANS (Cont'd)

A. Public Employees'Retirement System (PERS) (Cont'd)

Actuarial Assumptions

The total pension liabilþ for the June 30, 2016 measurement date was determined by an actuarial valuation
as of July l, 2015 which was rolled forward to June 30, 2016. This actuarial valuation used the following
acfiiarial assumptions :

Inflation Rate
Salary Increases:

Through2026
Thereafter

Investment Rate of Return

3.08%

1.65 - 4.15% based on age
2.65 - 5.I5% based on age
7.65Yo

Pre-retirement mortality rates were based on the RP-2000 Employee Pre-retirement Mortality Table for male

and female active participants. For local employees, mortality tables are set back 2 years for males and 7
years for females. In addition, the tables provide for future improvements in mortality from the base year of
2013 using a generational approach based on the plan actuary's modified MP-2014 projection scale. Post-

retirement mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortalþ Tables
(set back 1 year for males and females) for service retirements and beneficiaries of former members and a

one-year static projection based on mortality improvement Scale AA. In addition, the tables for service
retirements and beneficiaries of former members provide for future improvements in mortality from the base

year of 2013 using a generational approach based on the plan actuary's modified IlllP-2014 projection scale.

Disability retirement rates used to value disabled retirees were based on the RP-2000 Disabled Mortality
Table (set back 3 years for males and set forward one year for females).

The actuarial assumptions used in the July l, 2015 valuation were based on the results of an actuarial

experience study for the period July l, 20ll to June 30, 2014. It is likely that future experience will not
exactly conform to these assumptions. To the extent that actual experience deviates from these assumptions,
the emerging liabilities may be higher or lower than anticipated. The more the experience deviates, the

larger the impact on future financial statements.

Long Term Expected Rate of Retum

In accordance with State statute, the long-term expected rate of return on pension plan invesûnents (7.65%o at

June 30, 2016) is determined by the State Treasurer, after consultation with the Directors of the Division of
Investments and Division of Pensions and Benefits, the Board of Trustees and the actuaries. The long-term
expected rate of return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected retums, net of pension plan investment expense and inflation)
are developed for each major asset class. These ranges are combined to produce the long-term expected rate

of return by weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of return for each major asset class included
in PERS' target asset allocation as of June 30,2016 are summarizedtnthe following table:
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NOTE 7. PENSION PLANS (Cont'd)

A. Public Emplovees'Retirement System (PERS) (Cont'd)

Asset Class

Target

Allocation

Expected Real

Rate of
Return

Cash

U.S. Treaswies

Invesünent Grade Credit

Mortgages

High Yield Bonds

Inflation- Indexe d B onds

BroadU.S. Equities

Deveþed Foreþ Equities

Emerging Market Equities

Private Equity

Hedge Frnds/Absohrte Return

Real Estate (Property)

Commodities

GlobalDebt ex. U.S.

REIT

5.00%

r.50%

8.00%

2.Wo
2.Wo
I.SU/o

26.ÙU/o

13.25%

6.s0%

9.00%

12.50%

2.00%

0.50%

5.00%

s.25%

0.87%

r.74%

t.79%
1.67%

4.s6%

3.4%
8.s3%

6.83%

9.95%

12.4U/o

4.68%

6.9t%
s.4s%

-0.25%

5.63Yo

Discount Rate

The discount rate used to measure the total pension liability was 3.98% as of June 30, 2016. This single
blended discount rate was based on the long-term expected rate of return on pension plan investrnents of
7.65% and a municipal bond rate of 2.85o/o as of June 30, 2016 based on the Bond Buyer Go 20 Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers will be made based the contribution rate in the most recent fiscal year. The
local employers contributed 100% of their actuarially determined contributions. Based on those
assumptions, the plan's fiduciary net position was projected to be available to make projected future benefit
payments of current plan members through 2034. Therefore, the long-term expected rate of return on plan
investrnents was applied to projected benefit payments through 2034, and the municipal bond rate was
applied to projected benefit payments after that date in determining the total pension liability.
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NOTE 7. PENSIONPLANS (Cont'd)

A. Public Emplovees' Retirement System (PERS) (Cont'd)

Sensitivity of the Charter School's Proportionate Share of the Net Pension Liability to Chanees in the

Discount Rate

The following presents the Charter School's proportionate share of the collective net pension liability as of
June 30, 2016 calculated using the discount rate as disclosed below, as well as what the Charter School's
proportionate share of the net pension liability would be if it were calculated using a discount rate that is 1-

percentage-point lower or l-percentage-point higher than the current rate:

June 30.2016

t%
Decrease

Curent
Discount Rate

(3.98%\

t%
Increase

(4.98%)(2. 98%\

Charter SchooTs proportionate

share of the Net Pension Liabiliry

Pension Plan Fiduciar.v Net Position

$ 1187,136 S r,213,609 $ 987,788

Detailed information about the pension plan's fiduciary net position is available in the separately issued

PERS financial statements.

B. Teachers' Pension and Annuitv Fund (TPAF)

Plan Description

The State of New Jersey, Teachers' Pension and Annuity Fund (TPAF), is a cost-sharing multiple-employer
defined benefit pension plan with a special funding situation, by which the State of New Jersey (the State) is

responsible to fund I00%o of the employer contributions, excluding any local employer early retirement
incentive (ERI) contributions. The TPAF is administered by the State of New Jersey Division of Pensions

and Benefits (the Division). For additional information about the TPAF, please refer to the Division's
Comprehensive Annual Financial Report (CAFR) which can be found at

www. state.nj .us/treasurv/pensions/annrprts. shtml.

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 184:66. TPAF provides retirement, death and

disability benefits. All benefits vest after ten years of service, except for medical benefits, which vest after
25 years of service or under the disability provisions of TPAF. Members are always fully vested for their
own contributions and, after three years of service credit, become vested for 2Yo of related interest earned on

the contributions. In the case of death before retiremento memberso beneficiaries are entitled to full interest

credited to the members' accounts.
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B. Teachers' Pension and Annuity Fund (TPAF) (Cont'd)

Benefits Provided (Cont'd)

The following represents the membership tiers for TPAF:

Tier

M.E.T.S. CHARTER SCHOOL
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30. 2017
(Continued)

Definition

Members who were enrolled prior to luly 1,2007

Members who were eligible to enroll on or after July 1, 2007 andprior to November 2,2008
Members who were eligible to enroll on or after November 2,2008 and prior to May 22,2010

Members who were eligible to enroll on or after l:llfay 22,2010 and prior to June 28. 2011

Members who were eligible to enroll on or after June 28, 2011

Contributions

The contribution policy for TPAF is set by N.J.S.A. 184:66 and requires contributions by active members

and contributing members. State legislation has modified the amount that is contributed by the State. The

State's pension contribution is based on an actuarially determined amor¡nt which included the employer
portion of the normal cost and an atrtofüzation of the unfunded accrued liability. Funding for
noncontributory group insurance benefits is based on actual claims paid. For fiscal year 2016, the State's

pension contribution was less than the actuarially determined amount.

The employer contributions for local participating employers are legally required to be funded by the State in
accordance with N.J.S.A. 18:66-33. Therefore, these local participating employers are considered to be in a
special funding situation as defined by GASB Statement No. 68 and the State is treated as a nonemployer

contributing entity. Since the local participating employers do not contribute directly to the plan (except for
employer specific financed amounts), there is no net pension liability or deferred outflows or inflows to
report in the financial statements of the local participating employers, such as the Charter School. This note

discloses the portion of the Charter School's total proportionate share of the net pension liability that is
associated with the Charter School. During the fiscal year ended 2017, the State of New Jersey contributed

$154,409 to the TPAF for normal pension benefits on behalf of the Charter School, which is less than the

contractually required contribution of $ 1, I 45,990.

The employee contribution rate was7.20Yo effective July 1,2016. Subsequent increases after October l,
20ll are being phased in over 7 years effective on each July l't to bring the total pension contribution rate to
7.5%o ofbase salary as of July 1,2018.

1

2

J

4

5
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NOTE 7. PENSION PLANS (Cont'd)

B. Teachers' Pension and Annuity Fund (TPAF) (Cont'd)

Pension Liabilities. Pension Expense. and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30,2017, the State's proportionate share of the net pension liability associated with the Charter
School was $15,252,188. The net pension liabilþ rv¿lf¡ measured as of June 30, 2016, and the total pension

liability used to calculate the net pension liability was determined by an actuarial valuation as of July 1,2015
which was rolled forward to June 30, 2016. The Charter School's proportion of the net pension liability was

based on a projection of the Charter School's long-term share of contributions to the pension plan relative to
the projected contributions of all participating members, actuarially determined. At June 30, 2016, the
Charter School's proportion was 0.019%, which was an increase of 0.006% from its proportion measured as

ofJune 30,2015.

Charter Schools Proportionate Share of the Net Pension Liability

State's Proportionate Share of the Net Pension Liability Associated

wittrthe Disûict

Total

$ -0-

15,252,188

$ 15,252,188

For the fiscal year ended June 30, 2017, the State recognized pension expense on behalf of the Charter
School in the amount of $1,145,990 and the Charter School recognized pension expense and revenue for that
same amount in the fiscal year ended June 30, 2017 fnancial statements.

The State reported collective deferred outflows of resources and deferred inflows of resources (excluding
employer specific amounts) related to pensions from the following sources:

Amortization Deferred Deferred

Year of Period Outflows of Inflows of
Deferral in Years Resources Resources

Changes in Assumptions

Difference Between Expected and Actual Experience

Net Difference Between Projected and Actual
Invesfnent Earnings on Pension Plan Investrnents

2014
2015

2016

2014
2015

2016

8.5

8.3

8.3

8.5

8.3

8.3

s 1,691,524,165
4,488,602,746

9,522,623,964
15,702,750,875

$ 16,110,615

277,221,464
118,421,979

277,221,464 134,532,594

(870,618,286)

577,926,182
1,727.420.767
1,434,728,663

5

5

5

20t4
20r5
20t6

$ 17,414,701,002 s 134,532,594

Page 53



M.E.T.S. CHARTER SCHOOL
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JLTNE 30. 2017
(Continued)

NOTE 7. PENSION PLANS (Cont'd)

B. Teachers' Pension and Annuity Fund (TPAF) (Cont'd)

Pension Liabilities. Pension Expense. and Deferred Outflows of Resources and Deferred lnflows of
Resources Related to Pensions (Cont'd)

Fiscal Year
Ending June 30,

2017

2018

2019

2020

202r
Thereafter

Total

s 2,538,535,636

2,538,535,636

2,W3,84,781
2,78r,202,718

2,349,347,527

702,rI0

s17 168,408

Actuarial Assumptions

The total pension liability for the June 30, 2016 measurement date was determined by an actuarial valuation
as of July I, 2015 which was rolled forward to June 30, 2016. This actuarial valuation used the following
acÃ:øial assumptions, applied to all periods in the measurement.

Inflation Rate
Salary Increases:

20r2-202t
Thereafter

Investment Rate of Return

2.s0%

Varies based on experience
Varies based on experience
7.65%

Pre-retirement, post-retirement and disabled mortalþ rates were based on the experience of TPAF members
reflecting mortality improvement on a generational basis based on a 60 years average of Social Security data

from 1953 to2013.

The actuarial assumptions used in the July l, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2012 to June 30, 2015.

Long Term Expected Rate of Return

In accordance with State statute, the long-term expected rate of return on pension plan invesfnents (7.65%o at

June 30, 2016) is determined by the State Treasurer, after consultation with the Directors of the Division of
Investments and Division of Pensions and Benefits, the Board of Trustees and the actuaries. The long-term
expected rate of return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected retums, net of pension plan investment expense and inflation)
are developed for each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. Best estimates of arithmetic real rates of return for each major asset class included
in PERS' target asset allocation as of June 30,2016 are summarized in the following table:
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NOTE 7. PENSION PLANS (Cont'd)

B. Teachers' Pension and Annuitv Fund (TPAF) (Cont'd)

Long Term Expected Rate of Return (Cont'd)

Asset Class

Target

Allocation

Long-Term

Expected Real

Rate of
Return

Cash

U.S. Government Bonds

U.S. Credit Bonds

U.S. Mortgages

U. S. Inflation-Indexed Bonds

U.S. High YieldBonds
U.S. Equity Market
Foreþ-Deve lope d Equily

Emerging Market Equities

Private Real Estate Property

Timber

Farmland

Private Equrty

Commodities

Hedge Funds - MultiStrateg'
Hedge Funds - Equity Hedge

Hedge Funds - Distressed

5.00o/o

t.50%
13.00Yo

2.00%

1.50%

2.00%

26.00yo

13.25%

6.50%

5.2s%

t.00%
L00%
9.00%

0.5V/o

5.0ú/o

3.75v,

3.7sYo

0.39%

1.28%

2.76%

2.38%

l.4tYo
4.70%

5.14%

5.9r%
8.16%

3.64%

3.86%

4.39%

8.97%

2.87%

3.70%

4.72%

3.49%

Discount Rate - TPAI

The discount rate used to measure the total pension liability was 3.22Yo as of June 30, 2016. This single

blended discount rate was based on the long-term expected rate of retum on pension plan investments of
7.65% and a municipal bond rate of 2.85o/o as of June 30, 2016 based on the Bond Buyer Go 20 Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average rating
of AA/Aa or higher. The projection of cash flows used to determine the discount tate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers will be made based upon the contribution rate in the most recent fiscal year.

The State contributed 30% of the actuarially determined contributions. Based on those assumptions, the
pension plan's fiduciary net position was projected to be available to make projected future benefit payrnents

of current plan members through 2029. Thercfore, the long-term expected rate of retum on pension plan
investrnents was applied to projected benefit payments through 2029, and the municipal bond rate was

applied to projected benefit payments after that date in determining the total pension liability.
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NOTE 7. PENSION PLANS (Cont'd)

B. Teachers' Pension and Annuitv Fund (TPAF) (Cont'd)

Sensitivitv of the State's Proportionate Share of the Net Pension Liability Associated with the Charter School
to Changes in the Discount Rate

The following presents the State's proportionate share of the net pension liability associated with the Charter
School as of June 30,2016 calculated using the discount rate as disclosed above, as well as what the State's
net pension liability would be if it were calculated using a discount rate that is l-percentage-point lower or l-
percentage-point higher than the current rate:

June 30.2016

t%
Decrease

(2.22%)

Ct¡rrent

Discount Rate

(3.22%)

t%
Increase

(4.22%)

State's Proportionate Share of the Net
Pension Liabiliry Associated with the

District
Pension Plan Fiduciary Net Position

s t82t4,521 $ 15252,188 $ 12,833,061

Detailed information about the TPAF's fiduciary net position is available in the separately issued TPAF
financial statements.

NOTE 8. RISK MANAGEMENT

The Charter School is exposed to various risks of loss related to torts; theft of damage to, and destruction of
assets, errors and omissions; injuries to employees; and natural disasters.

The Charter School provides employees with health benefit coveÍage through the State of New Jersey Health
Benefits Plan.

New Jersey Unemployment Compensation Insurance

The Charter School has elected to fund its New Jersey Unemployment Compensation Insurance under the
"Benefit Reimbursement Method". Under this plan, the Charter School is required to reimburse the New
Jersey Unemployment Trust Fund for benefits paid to its former employees and charged to its account with
the State. The Charter School is billed quarterly for amounts due to the State. The Charter School maintains
the Unemployment Compensation Insurance Trust Fund in its payroll agency account.

FiscalYear

Employer/

Employee

Contribrfions

Amount

Reimbursed

Ending

Balance

20r6-20t7
2015-20r6

rsA70
9,6M

23,749
)) )tL

$ $ 13,945 $
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NOTE 8. RISK MANAGEMENT (Cont'd)

Property and Liability Insurance

The Charter School is a member of the New Jersey Schools Insurance Group (the "Group"). This public

entity risk management pool provides general liability, property and automobile coverage and workers'

compensation coverage for its members. A complete schedule of insurance coverage can be found in the

Statistical Section of this Comprehensive A¡nual Financial Report. The Group is a risk-sharing public entþ
risk pool that is an insured and self-administered group of school boards established for the purpose of
providing low-cost insurance for its respective members in order to keep local property taxes to a minimum.

Each member appoints an official to represent their respective entity for the pu{pose of creating a goveming

body from which officers for the Group are elected.

As a member of this Group, the Charter School could be subject to supplemental assessments in the event of
deficiencies. If the assets of the Group were to be exhausted, members would become responsible for their

respective shares of the Group's liabilities. The Group can declare and distribute dividends to members upon

approval of the State of New Jersey Department of Banking and Insurance. These distributions are divided

among the members in the same ratio as their individual assessment related to the total assessment of the

membership body.

Selected, summarized financial information for the Group as of June 30,2017 is as follows:
New Jersey

Schools

Insurance Group

NJSIG)

Total Assets

Net Position

Total Revenue

Total Expenses

Change in Net Position

Member Dividends

s 328,772,862

$ 78,662,630

$ 131.811.793

$ 121.37t,s27

$ 10,m,266

s -0-

Financial statements for the Group are available at the Group's Executive Director's Office:

New Jersey Schools Insurance Group
6000 Midlantic Drive
Mount Laurel, NJ 08054
Phone: (609) 386-6060
Fax: (609) 386-8877
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NOTE 9. ECONOMIC DEPENDENCY

The Charter School receives a substantial amount of its support from state and local governments. A
significant reduction in the level of support, if this were to occur, may have an effect on the Charter School's
programs and activities.

NOTE 10. DEFERRED COMPENSATION

The Charter School offers its employees a deferred compensation plans created in accordance with Internal
Revenue Code Section a03@). The plans, which are administered by AXA Equitable, First Investors, and

Primerica Financial Services, permits participants to defer a portion of their salary until future years.

Amounts deferred under the plans are not available to employees until termination, retirement, death or
unforeseeable emergency.

NOTE I I. INTERFUND RECEIVABLES AND PAYABLES

The following interfund balances remained on the balance sheet at Jvne 30,201.7.

Fund

Interfund
Receivable

Interfund
Payable

General Fund
Special Revenue Fund
Fiduciary Funds

s 157,484

$ l5l,393
6,09L

$ 157,484 $ 157,484

The interfund receivable in the General Fund consists of funds due from the Fiduciary Funds for
expenditures paid on behalf of the Student Activities Fund and an excess of money tumed over to the Payroll
Agency Fund in error and funds advanced to the Special Revenue Fund for the deficit in cash created by the
Federal Grants receivable.

NOTE 12. COMMITMENTS AND CONTINGENCIES

Grant Programs

The Charter School participates in state and federally assisted grant programs. The programs are subject to
program compliance audits by grantors or their representatives. The Charter School is potentially liable for
expenditures which may be disallowed pursuant to terms of these grant programs. Management is not aware
of any material items of noncompliance which would result in the disallowance of program expenditures.

Litigation

The Charter School is periodically involved in lawsuits and estimates that any potential claims against it
resulting from such litigation and not covered by insurance would not materially adversely affed the

financial position of the Charter School.

Encumbrances

At June 30,2017 there were no encumbrances in the General Fund.
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M.E.T.S. C}IARTER SCHOOL
NOTES TO TTIE BASIC FINANCIAL STATEMENTS

FOR TI{E FISCAL YEAR ENDED JUNE 30. 2017
(Continued)

NOTE 13. ACCOUNTS PAYABLE

Accounts payable recorded in the District's Govemmental Activities as of June 30,2017 consisted of the

following:

Govemmental Funds

Total

Governmental

Funds

District Contri-

bution Subsequent

to the Measure-

ment Date

Total

Governmental

Activities
General

Fund

Special

Revenue

Fund

Vendors

State of New Jersey

$ 40,788 g &,460 $ 105248 $ 10s248

28,577$ 28.577

$ 40,788 s 64,460 $ 105,248 s 28.s77 $ 133,825

NOTE 14. LEASE OF FACILITIES

M.E.T.S. Cha¡ter School's annual operating lease with St. Paul of the Cross Church, forthe operating and

conducting M.E.T.S. Chater School, commenced on January I,2014 to June 30,2020. The Charter School

agrees to pay monthly rent of $52,359.83, $53,930.67 and $55,548.58 for fiscal years 2018, 2019 and 2020,

respectively.

M.E.T.S. Charter School's annual operating lease with St. Paul of the Cross Church, for the school lunch

room and activites, commenced on September 1,2015 to June 30,2020. The Charter School agrees to pay

monthly rent of $3,500 plus $1,000 for utilities from September 1, 2015 to June 30,2016. For the remainder

of the õontract, the Charter School agrees to pay monthly rent of 55,000 plus $1,000 for utilities from July 1,

2016 to June 30, 2020.

Fiscal
Year Ending

June 30,2018
June 30,2019
June 30,2020

Total future minimum lease payments

Amount

$ 700,318

719,168
738,583

$ 2,158,069
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M.E.T.S. CHARTER SCHOOL
NOTES TO REOUIRED SI.]PPLEMENTARY INFORMATION

FOR TIIE FISCAL YEAR ENDED JUNE 30. 2OI7

lUnaudited)

NOTE 15. OPERATING LEASE

The Charter School has commitments to lease copiers under operating leases which expire in2020' Future

minimum lease payments are as follows:

Fiscal

Year Ending

June 30,2018

June 30,2019

June 30,2020

Amount

s 9,600

9,600

5,600

Total future minimum lease payments $ 24.800

NOTE 16. PRIOR PERIOD ADJUSTMENTS

The District made prior year adjustments in the Charter School Wide Financial Statements to adjust the

amount of capital assets recorded in the District's Capital Assets records as per the new appraisal report.

Balance 6130116

as Previousþ

Reported

Retroactive

Adjusfnents

Bahnce 6130116

as Restated

Statement of Net Position:

Governmental Activitie s :

ASSETS

Capital Assets:

Depreciable Buildings and Building

Improvements, and Machinery and

Equþment, Net

Total Assets

NET POSITION

Net Investment in CaPital Assets

TotalNet Position

Statement of Activities :

Governmental Activitie s :

Net Position - Beginning

$-0-$

946,699

-0-

314,520

$ 154,187

r54,187

154,187

1,54,r87

154,187

1,100,886

154,187

468,707

31,4,520 154,187 468,707
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L-l
M.E.T.S. CIIARTER SCHOOL

REOUIRED SUPPLEMENTARY INFORMATION SCI{EDULES
SCHEDULE OF CIIARTER SCHOOL'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

PUBLIC EMPLOYEES RETIREMENT SYSTEM
LAST TI{REE FISCAL YEARS

UNAUDITED

Fiscal Year Endine June 30.

2015 2016 2017

Charter School's proportion ofthe net pension liability

Charter School's proportionate share of the net pension liability

Charter School's covered employee payroll

Charter School's proportionate share of the net
pension liability attributable to the Charter School as a
percentage of its covered employee payroll

Plan fiduciary net position as a percentåge of the total pension
liabilþ

0.0028079094% 0.00216788s4%

525,717 $

189,903 $

486,647

213,186

228.27%

52.08% 47.93%

$

$

0.0040976s71%

s 1,213,609

$ 304,353

276.83% 398.75%

40.t4%

Note: This schedule does not contain ten years of information as GASB No. 68 was implemented during the fiscal year

ended June 30,2015.
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L-2
M.E.T.S. CHARTER SCHOOL

REOUIRED SUPPLEMENTARY INFORMATION SCIIEDULES
SCHEDULE OF CT{ARTER SCHOOL CONTRIBUTIONS

PUBLIC EMPLOYEES RETIREMENT SYSTEM
LAST THREE FISCAL YEARS

UNAUDITED

Fiscal Year Ending June 30,

2015 2016 2017

Contractually required contribution

Contributions in relation to the contractually required contribution

Contribution deficiency/(excess)

Charter School's covered employee payroll

Contributions as a percentage ofcovered employee payroll

$ 23,148 $

(23.r48)

18,650 $

(r8,6s0)

55,629

(ss,629)

$ -0- $ -0- $

$

-0-

$ 213,186

r0.86%

218,986

8.52%

2t3,186

26.09%

$

Note: This schedule does not contain ten years of information as GASB No. 68 was implemented during the hscal year ended June 30,
201s.
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L-3
M.E.T.S. CHARTER SCHOOL

REOUIRED SUPPLEMENTARY INFORMATION SCTÌEDULES
SCIIEDULE OF STATE'S PROPORTIONATE STTARE OF THE

NET PENSION LIABILITY ASSOCIATED WITI{ TIIE CHARTER SCHOOL
TEACHERS' PENSION AND ANNI]ITY FI.]ND

LAST THREE FISCAL YEARS
UNAUDITED

Fiscal Year Ending June 30.

2015 20t6 20t7

State's proportion ofthe net pension liability attributable to the Charter School

State's propoÍionate share ofthe net pension liability athibutable to the Charter School

Charter School's covered employee payroll

State's proportionate share ofthe net pension liability as a

percentage ofits covered employee payroll

Plan fiduciary net position as a percentage ofthe total pension

liability

0.0123871009% 0.0132732412%

s 6,620,s02 $ 8,389,2s5

s r,s71,024 g 2,245,74r

0.0193884481%

$ 15,252,188

$ 2,689,900

42l.4Io/o

33-640/o

373.56%

28.71%

567.02o/o

22.33o/o

Note: This schedule does not contain ten years ofinformation as GASB No. 68 was implemented during ttre frscal year ended June 30, 2015.

Page 64



L-4
M.E.T.S. CHARTER SCHOOL

REOUIRED SUPPLEMENTARY INFORMATION SCHEDULES
SCTIEDULE OF STATE'S CONTRJBUTIONS

TEACIIERS' PENSION AND ANNUITY FUND
LAST THREE FISCAL YEARS

UNAUDITED

Fiscal Year Endine June 30.

2015 2016 20t7

Contractually required contribution

Contributions in relation to the contractually required contribution

Conf ibution deficiency/(excess)

Charter School's covered employee payroll

Contributions as a percentage ofcovered employee payroll

$ 284,485 $ 357.008 $ 857,018

$ 356,245 $

(71.760)

s12,240 $

(tss,232)

t,145,990

Q88,972)

$ 1,571,024 $

4.57%

2,245,741 $

6.9l%o

2,689,900

10.74%

Note: This schedule does not contain ten years of information as GASB No. 68 was implemented during the fiscal year ended June 30,

2015.
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M.E.T.S. CHARTER SCHOOL
NOTES TO REOUTRED STIPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JI.JNE 30. 2017
(Unaudited)

A. PUBLIC EMPLOYEES' RETIREMENT SYSTEM

Benefit Changes

There were none.

Changes of Assumptions

The discount rate changed from 4.90% as of June 30, 2015 to 3.98%o as of June 30, 2016. The municipal
bond rate changed from 3.80% to 2.85Yo. The long-term expected rate of return on pension plan investments
changed from 7 .90%o to 7 .65Yo.

The inflation rate changed from 3.04Yo as of June 30, 2015 to 3.08% as of June 30, 2016. The salary
increases changed from 2.l5Yo - 4.40% for 2012 * 2021 to l.65Yo-4.I5Yo through 2026 and from 3.I5%-
5.40% thereafter to 2.65%o-5.15% thereafter.

The mortality rates in the July 1,2014 actuarial valuation were based on the following:

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortalþ Tables (setback I
year for females) for service retirement and beneficiaries of former members with adjustments for mortality
improvements from the base year of 2012 based on Projection Scale AA. The RP-2000 Disabled Mortality
Tables (setback 3 years for males and setback one year for females) are used to value disabled retirees.

The mortality rates in the July 1,2015 ac,f:mnal valuation were based on the following:

Pre-retirement mortality rates were based on the RP-2000 Employee Pre-retirement Mortality Table for male
and female active participants. For local employees, mortality tables are set back 2 years for males and 7
years for females. In addition, the tables provide for future improvements in mortality from the base year of
2013 using a generational approach based on the plan actuary's modified MP-20I4 projection scale. Post-
retirement mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables
(set back I year for males and females) for service retirements and beneficiaries of former members and a
one-year static projection based on mortality improvement Scale AA. In addition, the tables for service
retirements and beneficiaries of former members provide for future improvements in mortality from the base
year of 2013 using a generational approach based on the plan actuary's modified MP-2014 projection scale.
Disability retirement rates used to value disabled retirees were based on the RP-2000 Disabled Mortality
Table (set back 3 years for males and set forward one year for females).

B. TEACHERS PENSION AND ANNUITY FUND

Benefit Chanees

There were none.

Changes of Assumptions

The discount rate changed from 4.I3% as of June 30,2015 to 3.22%o as of June 30,2016. The municipal
bond rate changed from 3.80% to 2.85Yo. The long-term expected rate of return on pension plan investments
changed from 7 .90Yo to 7 .65Yo.
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M.E.T.S. CHARTER SCHOOL
NOTES TO REOUIRED SUPPLEMENTARY INFORMATION

FOR THE FISCAI YEAR ENDED JUNE 30.2017
(Unaudited)

B. TEACHERS PENSION AND ANNUITY FUND (Cont'd)

Changes of Assumptions (Cont'd)

The mortality rates in the July 1,2014 actuarial valuation were based on the following:

Mortality rates were based on the RP-2000 Health Annuitant Mortality Tables for Males or Females, as

appropriate, with adjustments for mortality improvements based on Scale AA. Pre-retirement mortality
improvements for active members are projected using Scale AA from the base year of 2000 until the
valuation date plus 15 years to account for future mortality improvement. Post-retirement mortality
improvements for non-disabled annuitants are projected using Scale AA from the base year of 2000 for
males arñ2003 for females until the valuation date plus 7 years to account for future mortalþ improvement.

The mortality rates in the July 1,2015 actuarial valuation were based on the following:

Pre-retirement, post-retirement and disabled mortality rates were based on the experience of TPAF members
reflecting mortality improvement on a generational basis based on a 60 years average of Social Security data
from 1953 to20l3.
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Exhibit C-3

M.E.T.S. CHARTER SCHOOL
REOTJIRED SUPPLEMENTARY INFORMATION

BTIDGETARY COMPARISON SCHEDULE
NOTE TO RSI

FOR THE FISCAL YEAR ENDED JUNE 30. 2017
(rrNAUprrEp)

Note A - Explanation of Differences between Budgetary Inflows and Outflows and

GAAP Revenues and Expenditures:
General

Fund

Special
Revenue

Fund
Sources/Infl ows of Resources:

Actual Amounts @udgetary Basis) "Revenue"
from the Budgetary Comparison Schedule s 7,277,537 $ 700,384

Total Revenues as Reported on the Statement of Revenues, Expenditures
and Changes in Fund Balances - Governmental Funds g 7,277,537 s 700,384

Uses/Outflows of Resources:

Actual Amounts @udgetary Basis) "Total Outflows" from the

Budgetary Comparison Schedule

Total Expenditures as Reported on the Statement of Revenue,
Expenditures, and Changes in Fund Balances - Governmental Funds

s 7,207,699 $ 700,384

s 7,207,699 $ 700,384

Annual appropriated budgets are prepared in the spring of each year for the General and Special Revenue Funds.

Budgets are prepared using the modified accrual basis of accounting. The legal level of budgetary control
is established at line item accounts within each fund. Line item accounts are defined as the lowest (most specific)
level of detail as established pursuant to the minimum chart of accounts referenced in N.J.A.C. 6:20-2A.2(m)1.
All budget amendments/transfers must be made by School Board resolution. Transfers of appropriations may
be made by School Board resolution at any time during the fiscal year. All budgetary amounts presented in the

accompanying supplementary information reflect the original budget and the amended budget (which have been

adjusted for legally authorized revisions ofthe annual budgets during the year).

Formal budgetary integration into the accounting system is employed as a management control device during
the year. For Governmental Funds, there are no substantial differences between the budgetary basis of
accounting and generally accepted accounting principles, with the exception of the Special Revenue Fund as

noted below. Encumbrance accounting is also employed as an extension of formal budgetary integration in the

Govemmental Fund types. Unencumbered appropriations lapse at fiscal year end.

The accounting records of the Special Revenue Fund are maintained on the grant accounting budgetary basis.

The grant accounting budgetary basis differs from GAAP in that the grant accounting budgetary basis recognizes

encumbrances as expenditures and also recognizes the related revenue, whereas the GAAP basis does not.

Sufficient supplemental records are maintained to allow for the presentation of GAAP basis financial reports.
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CAPITAL PROJECTS FUND

CNOT APPLICABLE)
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PROPRIETARY FUNDS
(NOTAPPLICABLE)
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FIDUCIARY FUNDS
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M.E.T.S. CHARTER SCHOOL
FIDUCIARY FUNDS

COMBINING STATEMENT OF NET POSITION
JUNE 30.2017

Payroll
Agency

Student
Activities

Exhibit H-l

Total

ASSETS:

Cash and Cash Equivalents

Total Assets

LIABILITIES:

Due to Student Groups

Interfund Payable:

General Fund
Unemployment Trust Fund
Payroll Deductions and Withholdings

Total Liabilities

8 t22,739 $ 33,891 $ 156,630

s 122,739 $ 33.891 $ 156,630

$ 29,155 $ 29,155

$ 4,736

s 122,739 $ 33,891 $ 156,630

1,355

23,749

97,635

6,09r
23,749

97.635
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Exhibit H-2
M.E.T.S. CHARTER SCHOOL

FIDUCIARY FUNDS
STATEMENT OF CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 3O.2OI7

NOT APPLICABLE
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M.E.T. S. C}IARTER SCHOOL

STUDENT ACTIVITY AGENCY FUND
SCHEDULE OF RECEIPTS AND DISBURSEMENTS

Balance
June 30, 2016 Additions Deletions

Exhibit H-3

Balance

June 30, 2017

ASSETS:

Cash and Cash Equivalents

Total Assets

LIABILITIES:

Liabilities:
Due to Student Groups

Interfund Payable:

General Fund

Total Liabilities

$ 11,477 $ 48,415 $ 26,001 $ 33.89r

S 11,477 $ 48,415 $ 26,001 $ 33,891

$ 10,950 $ 48,415 $ 25,474

527

$ 33,891

527

g 11,477 $ 48,415 $ 26,001 $ 33,891
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ExhibitH-4
M.E.T.S. CHARTER SCHOOL

STUDENT ACTIVITY AGENCY FUND
STATEMENT OF ACTIVITY

Balance
June 30, 2016

Cash

Receints
Cash

Disbursements
Balance

June 30, 2017

M.E.T.S. Charter School:
Student Account

Total

$ 10.9s0 $ 48,415 g 25,474 $ 33.891

$ 10,950 $ 48,415 s 25,474 $ 33,891
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M.E.T.S. CIIARTER SCHOOL
PAYROLL AGENCY FLTND

SCHEDULE OF RECEIPTS AND DISBURSEMENTS

Balance
June 30, 2016 Additions Deletions

Exhibit H-5

Balance

June 30,2017
ASSETS:

Cash and Cash Equivalents

Total Assets

LIABILITIES:

Interfund Payable:

General Fund
Unemployment Trust Fund
Payroll Deductions

and Withholdings

Total Liabilities

s 172,652 s 4,492,429 s 4,542,342 $ t22.739

s 172,652 S 4,492,429 S 4,542,342 $ 122,739

$ 47,426
22,224

$ $ $1,355

15,470
47,426
13,945

1,355

23,749

103,002 4,475,604 4,490,971 97,635

s 172,652 s 4,492,429 S 4,542,342 S 122,739
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LONG-TERM DEBT
(NOT APPLICABLE)
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ST,A.TISTICAL SECTION
(UNAUDITED)

This part of the School's comprehensive annual financial report presents detailed information as a context for
understanding what the information in the financial statements, note disclosures and required supplementary

information says about the School's overall financial health.

Contents
Exhibit

Financial Trends
These schedules contain trend information to help the reader understand how

the School's financial performance and well-being have changed over time.

Revenue Capacity
These schedules contain information to help the reader assess the factors

affecting the School's ability to generate its property taxes.

Debt Capacity
These schedules present information to help the reader assess the affordability

of the School's current levels of outstanding debt and the School's ability
to issue additional debt in the future.

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader

understand the environment within which the School's financial activities take

place and to help make comparisons over time and with other governments.

J-l thru J-5

J-6 thru J-9

J-10 thru J-13

J-14 thru J-15

Operating Information
These schedules contain information about the School's operations and

resources to help the reader understand how the School's financial information

relates to the services the School provides and the activities it performs. J-16 thru J-21

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive

annual financial report for the relevant year.
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Exhibit J-3

M.E.T.S. CHARTER SCHOOL

FUND BALANCES - GOVERNMENTAL FUNDS
LAST SIX FISCAL YEARS

UNAUDITED
(Modi/ìed Accrual Basis of Accounting)

Fiscal Year Endins June 30,

2012 2013 2014 2015 2016 2017

General Fund:

Restricted
Assigned
Unassigned s 714.407 $ 239,431 s 652,637 $1,045,319

$ 25,000 $ 50,000

27,517

654,447 720,802

Total General Fund 714,407 239,431 652,637 1,045,319 700,964 770,802

Total All Governmental Funds S 714,407 S 239,431 S 652,637 $1,045,319 $700,964 s770,802

This schedule does not contain ten years of information as the M.E.T.S. Charter School was

established during the fiscal year ending hne 30,2012.

Source: Charter School Financial Reports
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Exhibit J-5

M.E.T.S. CHARTER SCHOOL
GENERAL FUND - OTHER LOCAL REVENUE BY SOURCE

LAST SIX FISCAL YEARS
TINAUDITED

(Modified Accrual Basis of Accounting)

Fiscal
Year Ended

June 30

Local Levy -
Charter School

Aid Other Total

20t2
20t3
2014
2015
2016
2017

$ 729,992
t,069,176
r,473,539

82,079

1,569,459

1,569,459

241
1 111

20,178
103,972

28,148
4,805

730,233

1,071,398

1,493,717

186,051

1,597,607

1,574,264

$ $

This schedule does not contain ten years of information as the M.E.T.S. Charter School

was established during the fiscal year ending June 30,2012.

Source: M.E.T.S. Charter School Financial Reports.
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20t2

M.E.T.S. CHARTER SCHOOL

SCHOOL BUILDING INFORMATION
LAST SIX FISCAL YEARS

UNAUDITED

2013 2014

40,000

600

396

40,000

480

40,000

600

523

20t6

40,000

600

476

Exhibit J-l8

20t7

40,000

600

s12

2015

Building
Charter School Building

Square Feet

Capacity (students)

Enrollment
600

40,000

600

320

Number of Schools at June 30,2017
Charter School (6-lZ¡: 1

This schedule does not contain ten years of information as the M.E.T.S. Charter School was

established during the fiscal year ending June 30,2012.

Source: Charter School Business Office
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M.E.T.S. C}IARTER SCHOOL

INSURANCE SCHEDULE
JI-rNE 30.2017
UNAUDITED

Coverage

Exhibit J-20

Deductible

School Package Policy: NJSIG

Property Blanket Building & Contents

Insured TIV (Contents only)
Comprehensive General Liability
Comprehensive Auto Liability (Hired-Non Owned)
Comprehensive Inland Marine Coverage

Board of Education Legal Liabilþ
Crime Coverage (Employee Dishonesty)

Umbrella Liability (NJSIG)

Boiler and Machinery (NJSIG)

Workers Compensation (NJSIG)

Employers Liability

Public Official Bond - NJSIG

School Business AdministratorlBoard S ecretary

$ 450,000,000

500,000

11,000,000

11,000,000

Various
I1,000,000

l,ooo,ooo

$ 1,000

5,000

1,000

Included in limits above

100,000,000

Statutory
2,000,000

150,000

1,000

Source: Charter School Business Office
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$ 603,22s

1ll,l82
$ 258,105

102,820

$ 697,350 $

526,s10

865,983 $

731,586

Exhibit J-21

2017

$ 710,683

372,923

2012

M.E.T.S. CHARTER SCHOOL

FINANCIAL PERFORMANCE

JtrNE 30.2017
T]NAUDITED

2013 2014 20ts 2016

Cash

Current Assets

Total Assets

Deferred Outflows of Resources

Cunent Liabilities
Long-Term Liabilities

Total Liabilities

Defened Inflows of Resources

Net Position

Total Revenue

Total Expenses

Depreciation Expense

Interest Expense

Principal Payrnents

Interest Pal,rnents

Final Average Daily Enrollment

March 30th Budgeted Enrollment

Near Term Indicators:

Current Ratio

Unrestricted Days Cash

Enrollment Variance

Default

Sustainability Indicators:

Total Margin
Debt to Asset

Cash Flow
Debt Service Coverage Ratio

636,858

309,841

714,407 360,925 1,223,860 r,597,569 946,699 1,083,606

329,420 355,646 861 159

t21,494 571,223 552,250

525,717

282,138

596,199

259,819

r,280,433

t21,494 571,223 1,077,967 878,337 1,540,252

31,330 109,488 80,r25

s 7t4,407 $ 239,431 S 652,637 S 817,692 $ 314.520 $ 324,388

$ 3,813,487

3,099,080
$ 4,618,755

5,093,731
s 6,386,972

5,973,706
s 7,723,295

7,558,240
$ 7,729,008

8,232,180
$ 8,834,939

8,979,2s8

Change in Net Position(Deficit) s 714,407 S (474,976) S 413,266 $ 165,055 $ (503,172) $ (144,319)

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

3t4 381 480 523

N/A 479

2015 2016

479 505

505N/A

2012

N/A

2013

N/A

2014

N/A
207.98

N/A
No

2017

N/A
308.20

N/A
No

N/A
261.02

N/A
No

N/A
r97.85

N/A
No

0.52

245.54

1.00

No

0.29

239.39

1.00

No

l9o/o

0.00

N/A
N/A

-l0o/o

0.34

(34s,120)

N/A

60/o

0.47

439,245

N/A

2Vo

0.67
168,633

N/A

-7%

0.93

(60,492)

N/A

-2o/o

r.42
(155,300)

N/A

This schedule does not contain ten years of information as the M.E.T.S. Charter School was

established during the fiscal year ending June 30,2012.

N/A - Not Applicable
Source: Charter School Business Offrce
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SINGLE AUDIT SECTION
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@ NlSlV0tHH'Lp
Certîfied Public Accountonts & Advisors

K-1

Mount Arlington Corporate Center
200 Valley Road, Suite 300

Mt. Arlington, NJ 07856
973-328-1825 | 973-328-0507 Fax

Lawrence Business Center
1l Lawrence Road
Newton, NJ 07860

973-3836699 | 973-3836555 Fax

Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements

P erforrned in Accordance with Government Auditinq Standards

Independent Auditors' Report

The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Jersey City, New Jersey

We have audited, in accordance with the 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 the audit requirements prescribed by the Office of School

Finance, Department of Education, State of New Jersey (the "Department"), the financial statements of the
governmental activities, each major fund, and the aggregate remaining fund information of the M.E.T.S.
Chafer School of Jersey City (the "Charter School"), in the County of as of and for the fiscal year ended

June 30, 2017, and the related notes to the financial statements, which collectively comprise the District's
basic financial statements, and have issued our report thereon dated November 10, 2017. T\at report
contained a qualified opinion on the financial statements as the amount that should be recorded for capital
assets in the govemmental activities was not recorded.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Charter School's internal
control over financial reporting (intemal 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 Charter School's intemal control. Accordingly, we do

not express an opinion on the effectiveness of the Charter School'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 wealcness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibilþ that a material misstatement of the District's
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with govemance.

Our consideration of the intemal control was for the limited purpose described in the first paragraph of this
section and was not designed to identit all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. 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.

www.nisivocc¡a.com
lndependent Member of BKR lnternational
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K-l
The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Page2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Charter School's financial statements are free of
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.

The Charter School's Response to the X'inding

The Charter School's response to the finding identified in our audit is described in the accompanying

Schedule of Findings and Questioned Costs. The Charter School's response was not subject to the auditing
procedures applied in the audit of the financial statements ando accordingly, we express no opinion on it.

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 result of that testing, and not to provide an opinion on the effectiveness of the District's internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government

Auditing Standards in considering the District's intemal control and compliance. Accordingly, this
communication is not suitable for any other pu4tose.

Nts,(ocr-¡rq Lt-F
November I0,20I7
Mount Arlington, New Jersey

NISIVOCCIA LLP

J
Public School

Certified Public Accountant
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K-2

Mount Arlington Corporate Center
200 Valley Road, Suite 300

Mt. Arlington, NJ 07856
973-328-1825 | 973-328-0507 Fax

Lawrence Business Center
1 1 Lawrence Road
Newton, NJ 07860

973-3834699 | 973-3836555 Fax

Certified Public Accountqnis & Adv¡sors

Report on Compliance For Each Major State Program:
Report on Intemal Control Over Compliance

Independent Auditors' Report

The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Jersey Cþ, New Jersey

Report on Compliance for Each Major State Program

We have audited the M.E.T.S. Charter School of Jersey City (the "Charter School's") compliance with the

types of compliance requirements described inthe New Jersey State Aid/ Grant Compliance Supplement that
could have a direct and material effect on each of the District's major state programs for the fiscal year ended

June 30, 2017 . The Charter School's major state programs are identified in the summary of auditors' results

section of the accompanying schedule of findings and questioned costs.

M anøg ement's Resp o ns¡b¡lity

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants

applicable to its federal and state programs.

A udìtors' Re sp o nsíbílþ

Our responsibility is to express an opinion on compliance for each of the District's major state programs

based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the

standards applicable to financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of Federal Regulations

Part 200, Uniþrm Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards ("Uniform Guidance") and New Jersey's OMB Circular 15-08, Single Audit Policy for Recipients of
Federal Grants, State Grants, and State Aid. Those standards, the Uniform Guidance and New Jersey's

OMB Circular 15-08 require that we plan and perform the audit to obtain reasonable assurance about

whether noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major state program occurred. An audit includes examining, on a test basis,

evidence about the District's compliance with those requirements and performing such other procedures as

we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major state

program. However, our audit does not provide a legal determination of the District's compliance.

www.nisivoccia.com
lndependent Member of BKR lnternational
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The Honorable President and Members
of the Board of Trustees

M.E.T.S. Charter School
Page2

Opínion on Each Major State Progrøm

In our opinion, the District complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major state programs for the fiscal
yearended Jwrc30,2017.

Report on Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performittg our
audit of compliance, we considered the District's internal control over compliance with the types of
requirements that could have a direct and material effect on each major state program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major state program and to test and report on internal control over compliance in
accordance with the Uniform Guidance and NJOMB 15-08, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of District's internal control over compliance.

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results that the testing based on the requirements of the Uniform
Guidance or NJOMB 15-08. Accordingly, this report is not suitable for any other purpose.

November 10,2017
Mount Arlington, New Jersey

A/t,5t{ûc-tQ, LuF
NISIVOCCIA LLP

John J

Public Accountant
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K-5
M.E.T.S. CHARTER SCHOOL

NOTES TO SCHEDULES OF EXPENDITURES OF FEDERAL AND STATE AV/ARDS
FORTHE FISCAL YEARENDED JI.INE 30.2017

NOTE 1. BASIS OF PRESENTATION

The accompanying schedules of expenditures of federal and state awards include the federal and state grant

activity of M.E.T.S. Charter School (the "Chaner School") under progr¿lms of the federal and state

governments for the fiscal year ended June 30, 2017. The information in these schedules is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Unifurm

Administrative Requirements, Cost Principles, and Audit Requirements þr Federal Awards ("Uniform
Guidance") and New Jersey's OMB Circular 15-08, Single Audit Policy þr Recipients of Federal Grønts,

State Grants and State Aid. Because the schedules present only a selected portion of the operations of the

Charter School, they are not intended to and do not present the financial position, changes in net position or

cash flows of the Charter School.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the accompanying schedules of expenditures of federal and state awards are

reported on the budgetary basis of accounting. This basis of accounting is described in Note I to the Charter

School's basic financial statements. Such expenditures are recognized following the cost principles

contained in the Uniform Guidancg wherein certain types of expenditures are not allowable or are limited as

to reimbursement. Negative amounts, if any, shown on the Schedules represent adjusfnents or credits made

in the normal course of business to amounts reported as expenditures in prior years.

NOTE 3. INDIRECT COST RATE

The Charter School has elected not to use the 10 percent de minimis indirect cost rate as allowed under the

Uniform Guidance.

NOTE 4. RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

The basic financial statements present the General Fund and Special Revenue Fund on a GAAP basis.

Budgetary comparison statements or schedules (RSI) are presented for the General Fund and Special

Revenue Fund to demonstrate finance-related legal compliance in which certain revenue is permitted by law

or grant agreement to be recognized in the audit year, whereas for GAAP reporting, revenue is not
recognized until the subsequent year or when expenditures have been made.

The General Fund is presented in the accompanying schedules on the modified accrual basis. The Special

Revenue Fund is presented in the accompanying schedules on the grant accounting budgetary basis which
recognizes encumbrances as expenditures and also recognizes the related revenue, whereas the GAAP basis

does not.

The net adjustment to reconcile from budgetary basis to the GAAP basis is $-0- for the general fund and

special revenue funds. Revenue from Federal and State awards is reported on the Charter School's basic

financial statements on a GAAP basis as presented below:

Federal State Total

General Fund

Special Revenue Fund

s 5,703273 s 5,703273

700,384$ 700,384

$ 700,384 s 5,703,273 s 6A03,657
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K-5
M.E.T.S. CHARTER SCHOOL

NOTES TO SCHEDIILES OF FEDERAL AND STATE AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30. 2017

(Continued)

NOTE 5. RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with the amounts reported in the related federal and

state financial reports.

NOTE 6. OTHER

TPAF Social Security contributions represent the amount reimbursed by the State for the employers' share of
social security contributions for TPAF members for the fiscal year ended June 30, 2017.
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M.E.T.S. CHARTER SCHOOL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2017 

Summary of Auditors' Results: 

K-6 

- The Independent Auditors' Report expresses an unmodified opinion based on the financial statements of 
the Charter School. 

A significant deficiency disclosed during the audit of the financial statements is reported in the 
Independent Auditors' 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. 

- No instances of noncompliance material to the fmancial statements of the Charter School which would 
be required to be reported in accordance with Government Auditing Standards, were disclosed during the 
audit. 

- There were no material weaknesses or significant deficiencies in internal control over major state 
programs disclosed during the audit as reported in the Independent Auditors' Report on Compliance For 
Each Major State Program; Report on Internal Control Over Compliance. 

- The auditor's report on compliance for the major state programs for the Charter School expresses an 
unmodified opinion on all major state programs. 

- The audit did not disclose any audit fmdings which are required to be reported in accordance with New 
Jersey OMB Circular 15-08 or 2 CFR 200.516(a) of the Uniform Guidance. 

The Charter School was not subject to the single audit provisions of the Uniform Guidance for the fiscal 
year end June 3 0, 2017 as federal grant expenditures were less than the single audit threshold of 
$750,000 identified in the Circular. 

The Charter School's programs tested as major state programs for the current fiscal year consisted of the 
following state aid: 

Award Budgetary 
Profilam Title Grant Number Grant Period Amount ExEenditures 

Local Levy - State Share 17-495-034-5120-078 7/01/16-6/30/17 $ 3,915,627 $ 3,915,627 

Adjustment Aid 17-495-034-5120-085 7/01/16-6/30/17 493,661 493,661 

Security Aid 17-495-034-5120-084 7/01/16-6/30/17 169,887 169,887 

Special Education Aid 17-495-034-5120-089 7/01/16-6/30/17 204,169 204,169 

The threshold for distinguishing between Type A and Type B state programs was $750,000. 

The Charter School was determined to be as a "low risk" auditee for state programs. 
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K-6
M.E.T.S. CHARTER SCHOOL

SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE FISCAL YEAR ENDED ILNE

Findines Relatins to the Financial Statements which are required to be Reported in Accordance with
Generally Accepted Government Auditing Standards:

- The audit did not disclose any frndings required to be reported under Generally Accepted Government
Auditing Standards.

Findings and Ouestioned Costs for Federal Awards:

- Not Applicable since federal expenditures \ilere below the single audit threshold.

Findings and Ouestioned Costs for State Awards:

The audit did not disclose any findings or questioned costs for state awards as defined in 2 CFR
200.516(a) of the Uniform Guidance andNew Jersey's OMB Circular 15-08.
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M.E.T.S. CHARTER SCHOOL
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE FISCAL YEAR ENDED JUNE 30. 2017

Status of Prior Year Findines:

The prior year audit finding 2}t6-l regarding capital assets accounting and reporting system not being relied
upon was resolved in the current year.
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