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PALMYRA BOARD OF EDUCATION
PALMYRA, N.J. 08065

1.

Brian J. McBride Administrative Office William Blatchley
Superintendent of Schools 301 Delaware Avenue Business Administrator/
856-786-9300 Board Secretary

FAX: 856-829-9638

Reporting Entity and Its Services

The Palmyra Borough Board of Education is an independent reporting entity within the criteria
adopted by the Governmental Accounting Standards Board (GASB) as established by NCGA
Statement No. 3. All funds of the District are included in this report. The Palmyra Borough Board of
Education and all of its schools constitute the District's reporting entity.

The District provides a wide range of educational services appropriate to grade levels Pre-K through
12. These include regular, vocational, special area enrichment as well as special education programs
for children with "special needs" including "gifted" and "learning disabled". The District completed
the 2017-2018 fiscal year with an average enrollment of 890 students.

Economic Condition and Qutlook;

Palmyra is a residential community that has a total of 1.92 square miles and is located on the East side of
the Delaware River directly across from the northern end of the City of Philadelphia. It serves as the
eastern terminus of the Tacony-Palmyra Bridge, which spans the Delaware River. It is readily accessible to
many major highways including Route #73, Route #1-295, Route #130 and the New Jersey Turnpike.
Route #130 and Route #73 are direct access routes to Philadelphia. Conrail and New Jersey Transit
have a train station in Palmyra and runs through the heart of the Borough's business district. The
Palmyra School District is a three building district, which is located on the Delaware River in close
proximity to Philadelphia and Trenton.

Major Initiatives:

Increased the number of Mimio boards, Chromebooks, and other electronic hardware to specifically
support new curriculum and classroom initiatives.

Restructured classroom sections to maximize resources while expanding services for students with
learning disabilities.

Approved the establishment of Palmyra Middle School to be fully established for students in grades 6-8
within the Palmyra High School building effective for the 2019-2020 school year.

Continued to increase student access to technology over the prior year through new web based
applications and by increasing the total number of web accessible devices and workstations.




3. Major Initiatives (Cont'd):

Expanded digital bandwidth in the elementary school building along with upgrades to the server and
wireless access points.

Added new curriculum and/or textbooks in the areas of science, history, English, Tomorrow’s
Teachers, pre-algebra, STEAM and AP Primer. Additionally, secondary sources such as Newsela
were added to Charles Street School.

Updated facilities to include 50 additional lockers at PHS, biology lab refresh at PHS, lavatory rehab
in four locations at PHS, and computer lab rehab in two classrooms at PHS. Converted the art room

to a STEAM room at CSS.

4. Internal Accounting Controls:

The Administration of the District is responsible for establishing and maintaining an internal control
structure. It is designated to ensure that the assets of the District are protected from loss, theft or
misuse. It also ensures that adequate accounting data is compiled to allow for the preparation of
financial statements in conformity with General Accepted Accounting Principles (GAAP). The
internal control structure is designed to provide reasonable but not absolute assurance that these
objectives are met. The concept of reasonable assurance recognizes that (1) the cost of a control
should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires
estimates and judgments by administration.

As a recipient of federal awards and state financial assistance, the District also is responsible for
ensuring that an adequate internal control structure is in place to ensuring compliance with applicable
laws and regulations related to those programs. This internal control structure is also subject to
periodic evaluation by the District Administration.

As part of the District's single audit, tests are made to determine the adequacy of the internal control

structure, including that portion related to federal awards and state financial assistance programs, as
well as to determine that the District has complied with applicable laws and regulations.

5. Budgetary Controls:

In addition to internal controls, the District maintains budgetary controls. The objective of these
budgetary controls is to ensure compliance with legal provisions embodied in the annual appropriated
budgets and adopted for the general fund, the special revenue fund, and the debt service fund. Project
length budgets are approved for the capital improvements accounted for in the Capital Projects Fund.
The final budget amount as amended for the fiscal year is reflected in the financial section.
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Budgetary Controls (Cont'd):

An encumbrance accounting system is used to record outstanding purchase commitments on a line
item basis. Open encumbrances at year-end are either cancelled or are included as re-appropriations
of fund balance in the subsequent year. Those amounts to be re-appropriated are reported as
assignments of fund balances as of June 30, 2018.

Accounting Systems and Reports:

The District accounting records reflect Generally Accepted Accounting Principles, as promulgated by
the GASB. The accounting system of the District is organized on the basis of funds. These funds are
explained in the "Notes to the Financial Statements", Note 1.

Debt Administration:

At June 30, 2018, the District's outstanding debt issues included $400,000 of Series 2009 school
district bonds and $7,860,000 of Series 2016 school refunding bonds.

Cash Management:

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

Risk Management:

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

Other Information:

Independent Audit - State statues require an annual audit by independent certified public accountants
or registered municipal accountants. The Board of Education, at its reorganization meeting, appointed
the accounting firm of Nightlinger, Colavita & Volpa, PA. In addition to meeting the requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance); and State of New
Jersey Circular 15-08-O0MB, Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid, the auditor's report on the general-purpose financial statements and individual fund
statements and schedules are included in the financial section of this report. The auditor's report
related specifically to the single audit is included in the single audit section of this report.
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NIGHTLINGER, COLAVITA & VOLPA

A Professional Association

Certified Public Accountants

991 S. Black Horse Pike (856) 629-3111
P.0. Box 799 Fax (856) 728-2245
Williamstown, NJ 08094 www.colavita.net

INDEPENDENT AUDITOR'S REPORT

The Honorable President and
Members of the Board of Education
Palmyra Borough School District
County of Burlington, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the Board of Education of the
Palmyra Borough School District in the County of Burlington, State of New Jersey, as of and for the fiscal year
ended June 30, 2018, and the related notes to the financial statements, which collectively comprise the Palmyra
Borough School District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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




Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund, and the aggregate
remaining fund information of the Palmyra Borough Board of Education in the County of Burlington, State of
New Jersey, as of June 30, 2018, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information and schedules related to accounting and reporting for
pensions be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance. v

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Palmyra Borough School Board of Education's basic financial statements. The introductory section, combining
and individual non-major fund financial statements, and statistical section are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The accompanying schedule of expenditures
of federal awards and state financial assistance is presented for purposes of additional analysis as required by the
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance) and New Jersey OMB's Circular 15-08, Single Audit
Policy for Recipients of Federal Grants, State Grants and State Aid, and is also not a required part of the basic
financial statements.

The combining and individual non-major fund financial statements and the schedule of expenditures of federal
awards and state financial assistance are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual non-major fund financial statements and the
schedule of expenditures of federal awards and state financial assistance are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subject to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on them.

NIGHTLINGER, COLAVITA & VOLPA A Professional Association Certified Public Accountants
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated January 31, 2019 on our
consideration of the Borough of Palmyra Board of Education's internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Borough of Palmyra Board of Education’s of internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Governments Auditing Standards in
considering Borough of Palmyra Board of Education’s internal control over financial reporting and compliance.

Respectfully submitted,

NIGHTLINGER, COLAVITA & VOLPA, P.A.

nd Colavita, C.P.A., RM.A.

Licensed Public School Accountant
No. 915

January 31, 2019

NIGHTLINGER, COLAVITA & VOLPA A Professional Association Certified Public Accountants
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BOROUGH OF PALMYRA BOARD OF EDUCATION
SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDED JUNE 30, 2018

This section of the Borough of Palmyra Board of Education School District annual financial report presents
our discussion and analysis of the School District's financial performance during the fiscal year that ended on
June 30, 2018. Please read it in conjunction with the transmittal letter at the front of this report and the School
District's financial statements, which immediately follows this section.

The Management's Discussion and Analysis (MD&A) is an element of Required Supplementary Information
specified in the Governmental Accounting Standard Board's (GASB) Statement No. 34- Basic Financial
Statements- and Management's Discussion and Analysis - for State and Local Governments issued in June
1999. Certain comparative information between the current year (2017-18) and the prior year (2016-17) is
required to be presented in the MD&A.

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2017-18 fiscal year include the following:
Net Position for Governmental and Business-Type activities were $1,806,709 and $494,259, respectively.

Net Position for the Governmental activities increased by $545,474 and the Net Position for Business-Type
activities increased by $39,465 from July 1, 2017 to June 30, 2018.

The General Fund, fund balance as of June 30, 2018 was $3,670,221, an increase of $306,200 when compared
with the beginning balance as of July 1, 2017 of $3,364,021.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of the annual report consists of four parts - Independent Auditor's Report, required
supplementary information which includes the management's discussion and analysis (this section), the basic
financial statements, and supplemental information. The basic financial statements include two kinds of
statements that present different views of the Borough of Palmyra School District.

The first two statements are government-wide financial statements that provide both short-term and long-term
information about the Borough of Palmyra School District's overall financial status.

The remaining statements are fund financial statements that focus on individual parts of the Borough of
Palmyra School District, reporting the Borough of Palmyra School District's operation in more detail than the
School Government-wide statements.

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

Proprietary funds statements offer short-term and long-term financial information about the activities that the
Borough of Palmyra School District operates like businesses.

Fiduciary funds statements provide information about the financial relationships in which the School District
acts solely as a trustee or agent for the benefit of others to whom the resources belong.
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The financial statements also include notes that explain some of the information in the statements and provide
more detailed data. Table A-1 summarizes the major features of the Borough of Palmyra School District's
financial statements, including the portion of the School District's activities they cover and the types of
information they contain. The remainder of this overview section of management's discussion and analysis
highlights the structure and contents of each of the statements.

Table A-1

Fund Financial Statements

Government-wide Governmental Funds Proprietary Funds
Statements
Scope Entire School District The activities of the Activities the School
(except fiduciary School District that are | District operates similar
funds) not proprietary or to private businesses:

fiduciary, such as regular
and special education,
building maintenance

and
fransportation

Food Service Fund, After
School Program

Required Financial
Statements

Statement of Net Position

Balance Sheet

Statement of Net Position

Statement of Activities

Statement of Revenues,
Expenditures and

Changes
in Fund Balances

Statement of Revenues,

Expenses and Changes in
Fund Net Position

Statement of Cash Flows

Accounting Basis
and measurement
focus

Accrual accounting
and economic
resources focus

Modified accrual
accounting and current
financial focus

Accrual accounting
and economic
resources focus

Type of
asset/liability
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 included

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

Type of
inflow/outflow
information

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

Revenues 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

Government-Wide Statements

The government-wide statements report information about the Borough of Palmyra School District as a whole
using accounting methods similar to those used by private-sector companies. The statement of net position
includes all of the School District's assets and liabilities. All of the current year's revenues and expenses are
accounted for in the statement of activities regardless of when cash is received or paid.



13-

The two government-wide statements report the Borough of Palmyra School District's net position and how
they have changed. Net position - the difference between the School District's assets and deferred outflows
of resources and liabilities and deferred inflows of resources - are a measure of the School District's
financial health or position.

+ Over time, increases or decreases in the School District's net position are an indicator of whether
the financial position is improving or deteriorating, respectively.

+ To assess the overall health of the School District you need to consider additional non-financial
factors such as changes in the School District's property tax base and the condition of school
buildings and other facilities.

In the government-wide financial statements the School District's activities are shown in two categories:

«  Governmental activities- Most of the School District's basic services are included here, such as
regular and special education, transportation, administration, and maintenance. Aid from the State
of New Jersey and from the Federal government along with local property taxes finances most of
these activities.

+  Business-type activities-The School District charges fees to customers to help it cover the costs of
certain services it provides. The School District's Food Service Program and After School Program
are included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the School District's funds -
focusing on the most significant or "major” funds - not the School District as a whole. Funds are accounting
devices the School District uses to keep track of specific sources of funding and spending on particular
programs:

«  Some funds are required by State law and by bond covenants.

+ The School District uses other funds, established in accordance with the State of New Jersey
Uniform Chart of Accounts, to control and manage money for particular purposes (e.g., repaying its
long-term debts) or to show that it is properly using certain revenues (e.g., federal funds).

The School District has three kinds of funds:

+ Governmental funds - Most of the School District's basic services are included in governmental
funds, which generally focus on (1) how cash and other financial assets that can readily be
converted to cash flow in and out and (2) the balances left at year-end that are available for
spending. Consequently, the governmental funds statements provide a detailed short-term view that
helps to determine whether there are more or fewer financial resources that can be spent in the near
future to finance the School District's programs. Because this information does not encompass the
additional long-term focus of the governmental-wide statements, we provide additional information
at the bottom of the governmental funds statements that explain the relationship (or differences)
between them. o

+ Proprietary funds - Services for which the School District charges a fee are generally reported in
proprietary funds. Proprietary funds are reported in the same way as the government-wide
statements.
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* Fiduciary funds - The School District is the trustee, or fiduciary, for assets that belong to others.
The School District 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. All of the School District's
fiduciary activities are reported in a separate statement of fiduciary net position and a statement of
changes in fiduciary net position. We exclude these activities from the government-wide financial
statements because the School District cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE BOROUGH OF PALMYRA SCHOOL DISTRICT AS A
WHOLE

Net Position. The School District's net position for the fiscal years ended June 30, 2017 and 2018 are
reflected in the following table.

NET POSITION
Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017
Assets
Current and Other Assets $ 3715225 %5 3,409,525 § 487578 $§ 438,561 § 4202803 § 3,848,086
Capital Assets, Net 11,030,078 11,756,997 17,212 19,186 11,047,290 11,776,183
Total Assets 14,745,303 15,166,522 504,790 457,747 15,250,093 15,624,269
Deferred Outflows of Resources ‘ 1,860,658 2,278,373 1,860,658 2,278,373
Liabilities
Other Liabilities 425,394 284,299 10,531 2,952 435,925 287,251 %
Non-Current Liabilities 13,300,395 15,533,264 13,300,395 15,533,264 |
i
Total Liabilities 13,725,789 15,817,563 10,531 2,952 13,736,320 15,820,515 %
]
Deferred Inflows of Resources 1,073,463 366,097 1,073,463 366,097 }
Net Position [
Invested in Capital Assets, Net of Debt 2,543,351 1,769,218 17,212 19,186 2,560,563 1,788,404
Restricted 3,649,028 3,159,870 3,649,028 3,159,870
Unrestricted (Deficit) (4,385,670) (3,667,853) 477,047 435,608 (3,908,623) (3,232,245)
|
|
Total Net Position $ 1806709 § 1,261,235 § 494259 $ 454794 § 2300968 $§ 1,716,029 E
|
3
|
|

The School District's financial position for governmental and business-type activities is the product of the
following factors:

» Program revenues were $6,601,422.
v' Operating Grants & Contributions - $4,849,682.
v Charges for Services - $1,751,740.

»  General revenues amounted to $17,106,089.
» Expenditures were $23,011,044.

» Total School District revenues and beginning assets are adjusted by net adjusted expenditures
resulting in a calculation of net position of $2,300,968 as of June 30, 2018:
Revenues ($17,106,089) + Beginning net position ($1,716,029) - Net expenditures
($16,409,622) - Fixed Asset Adjustment ($111,528) = Net Position of $2,300,968
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Changes in Net Position - Net position for governmental and business-type activities increased from
June 30, 2017 to June 30, 2018 as reflected in the following table.

Revenues:

Program Revenues:
Charges for Services
Operating Grants and Contributions

General Revenues:
Property Taxes
Grants and Contributions
Other

Total Revenues

Expenses

Instruction

Support Services

Interest on Debt and Related Costs
Childcare

Food Services

Total Expenses

Increase (Decrease) in Net Position
Fixed Asset Adjustment

Net Position, July 1

Net Position, June 30

CHANGES IN NET POSITION
Governmental Business-Type
Activities Activities Total

2018 2017 2018 2017 2018 2017
$ 1438398 § 1,103457 $§ 313342 $§ 315190 $ 1,751,740 $§ 1,418,647
4,611,312 5,304,567 238,370 237,138 4,849,682 5,541,705
10,223,639 9,900,903 10,223,639 9,900,903
6,749,597 5,097,356 6,749,597 5,097,356
129,057 137,406 3,796 110 132,853 137,516
23,152,003 21,543,689 555,508 552,438 23,707,511 22,096,127
6,596,699 6,735,839 6,596,699 6,735,839
15,463,493 14,014,848 15,463,493 14,014,848
434,809 298,544 434,809 298,544
144,562 132,724 144,562 132,724
371,481 371,310 371,481 371,310
22,495,001 21,049,231 516,043 504,034 23,011,044 21,553,265
657,002 494,458 39,465 48,404 696,467 542,862

(111,528) (111,528)

1,261,235 766,777 454,794 406,390 1,716,029 1,173,167
$ 1,806,709 $§ 1,261,235 § 494259 § 454,794 $ 2,300,968 $ 1,716,029

Total revenues for the School District were $23,707,511. Government funding was the source of 48.9% of the

School District's revenues. This includes the State of New Jersey and Federal sources.

Property taxes of $10,223,639 provided 43.1% of revenues. Charges for services provided 7.4% of revenues.

Other miscellaneous revenues of $129,057 represent 0.6% of the School District revenues. Miscellaneous
revenue was primarily provided from interest, refunds and athletic sales.

The School District's expenses for government activities are predominantly related to instruction and support
services. Instruction and tuition totaled $7,892,670 (35.1%) of total expenditures. Student and instruction
related support services totaled $1,752,793 (7.8%) of total expenditures and transportation, benefits, plant
operations and general, school and business administrative services totaled $10,757,947 (55.2%). Interest on
long-term debt totaled $434,809 (1.9%). Total revenues exceeded expenditures for governmental activities,
increasing net position by $657,002 from the beginning balance at July 1, 2017.
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\ ctivity Descripti

Instruction expenses include activities directly dealing with the teaching of pupils and the interaction
between teacher and student.

Tuition expenses include the cost to the School District to send pupils with special needs living within the
School District to private schools and/or schools outside the School District area.

Student and instruction related services include the activities designed to assess and improve the well
being of students and to supplement the teaching process.

School Administrative and General and Business Administrative services include expenses associated
with establishing and administering policy for the School District inchuding financial supervision.

Plant operation and maintenance of plant activities involve keeping the school grounds, buildings and
equipment in a safe and effective working condition.

Pupil transportation includes activities involved with the conveyance of students to and from school, as
well as to and from student activities as provided by State law and Board Policy.

Unallocated benefits includes the cost of benefits for the School District staff for social security,
retirement contributions, worker's compensation, health benefits, pension expense and other employee
benefits.

Interest on long-term debt and amortization of bond issuance costs involve the transactions associated
with the payment of interest and other related charges to the debt of the School District.

FINANCIAL ANALYSIS OF THE SCHOOL DISTRICT'S FUNDS

The financial performance of the Borough of Palmyra School District as a whole is also reflected in the
governmental funds which are accounted for by using the modified accrual basis of accounting. As the
School District completed the year, its governmental funds reported a combined fund balance of
$3,695,225. At June 30, 2018 the general fund balance was $3,670,221 and the debt service fund balance
was $25,004.

All governmental funds had total revenues of $19,535,590 and total expenditures of $19,229,891.
GENERAL FUND BUDGETING HIGHLIGHTS

The School District's budget is prepared according to New Jersey law, and is based on accounting for
certain transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant
budgeted fund is the General Fund. '

The General Fund includes the primary operations of the School District in providing educational services

to students from pre-kindergarten through grade 12 including pupil transportation activities and capital
outlay projects.




The following schedule presents a summary of Governmental Fund Revenues. The summary
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reflects the dollar and percent increase (decrease) from the prior year.

GOVERNMENTAL FUNDS COMPARISON OF REVENUES

FOR THE FISCAL YEARS ENDED JUNE 30, 2018 AND 2017

Increase % of Increase

2018 2017 (Decrease) (Decrease)
Reveneues:
Local Sources:
Local Tax Levy $ 10223639 $ 9,900,903 $ 322,736 3.26%
Miscellaneous 1,567,455 1,263,263 304,192 24.08%
Total 11,791,094 11,164,166 626,928 5.62%
Government Sources:
State Sources 7,175,737 6,848,984 326,753 4.77%
Federal Sources 568,759 570,718 (1,959) -0.34%
Total 7,744,496 7.419,702 324,794 4.38%
Total Revenues $ 19535590 $ 18,583,868 $ 951,722 5.12%

One of the primary sources of funding for the School District is received from local property taxes and
accounted for 52.3% of total revenues. State aid accounted for 36.7% of total revenues.

Total Governmental Fund revenues increased by $324,794, or 4.38%, from the previous year. The major
component of this increase was an increase in taxes and state sources.

The following schedule presents a summary of Governmental Fund expenditures. The summary reflects
the dollar and percent increases (decreases) from the prior year.

GOVERNMENTAL FUNDS COMPARISON OF EXPENDITURES

FOR THE FISCAIL YEARS ENDED JUNE 30, 2018 AND 2017

Percent of
Increase Increase
2018 2017 (Decrease) {(Decrease)
Expenditures
Instruction

Regular $ 4,406,508 $ 4,348,615 $ 57,893 1.33%
Special Education 1,615,646 1,617,712 (2,066) -0.13%
Other 548,518 726,368 (178,350) -24.54%
Total Instruction 6,570,672 6,693,195 (122,523) -1.83%

Support Services
Tuition 1,295,971 1,380,458 (84,487) -6.12%
Student and Instruction Related Services 1,744,009 1,575,495 168,514 10.70%
School Administration 420,764 386,961 33,803 8.74%
General/Business Administration 689,508 791,826 (102,318) -12.92%
Plant Operations and Maintenance 1,439,696 1,441,720 (2,024) -0.14%
Pupil Transportation 397,385 370,634 26,751 7.22%
Unallocated Benefits 3,120,209 2,870,914 249,295 8.68%
TPAF and FICA Reimbursements 2,110,173 1,768,609 341,564 19.31%
Total Support Services 11,217,715 10,586,617 631,098 5.96%
Capital Outlay 222,529 162,413 60,116 37.01%
Debt Service 1,218,975 1,263,044 (44,069) -3.49%
Total Expenditures $ 19,229,891 §$ 18,705,269 $ 524,622 2.80%
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Total Governmental Fund expenditures increased $524,622 or 2.8% from the previous year. This increase was
primarily due to an increase in TPAF and FICA reimbursements, capital outlays, student and instruction
related services and pupil transportation.

The Borough of Palmyra School District values its fund balances as a vehicle for addressing unbudgeted and
emergent needs that occur during the school year.

During the course of fiscal year 2018 the School District modified the General Fund Budget as needed to
ensure no line item was projected to be over-expended.

DEBT SERVICE FUND

The current year obligations for payment of debt service principal and interest amounted to $1,218,975 where
funding was provided by the local tax levy and Debt Service Aid.

FOOD SERVICE PROPRIETARY FUND

The Food Service Fund's net position was $188,018 as of June 30, 2018. This reflects an increase of $33,035
from June 30, 2017.

AFTER SCHOOL PROGRAM PROPRIETARY FUND

The After School Program Fund's net position was $306,241 as of June 30, 2018. This reflects an increase of
$6,430 from June 30, 2017.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

Capital Assets are individual items purchased at a cost exceeding $2,000, have an extended useful life of one
year or more and maintain their identity and structure when placed into service.

At the end of 2018, the School District had capital assets allocated to government activities with a net book
value of ’

$11,030,078. This consists of a broad range of capital assets, including land, land improvements, buildings
and improvements, and furniture, fixtures and equipment. Total depreciation expense for the year was
$656,915.

CAPITAL ASSETS (NET OF ACCUMULATED DEPRECIATION)

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017
Land $ 46,066 $ 46,066 $ $ $ 46,066 $ 46,066
Building and Improvements 10,758,374 11,380,196 10,758,374 11,380,196
Furniture, Fixtures and Equipment 225,638 330,734 17212 19,186 242,850 349,920

Total $ 11,030,078 § 11,756,996 § 17212 § 19,186 § 11,047,290 § 11,776,182
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Debt Administration - Long-term Obligations

At fiscal year-end, the School District had $8,260,000 in general obligation bonds outstanding, a decrease of
$905,000 from last fiscal year. This reduction was due to payment of principal as well as a refunding of the
2006 and 2009 outstanding debt. The refunding provided for a net savings over the next ten fiscal years of
$437,679. The School District does not anticipate incurring any new long-term debt at this time.

The School District also had a $268,450 liability for compensated absences allocated to government activities.
This liability represents the School District's contractual obligation to compensate employees for accumulated
unused sick and vacation leave entitlements upon retirement.

The School District's proportionate share of net pension liability was $4,011,458.

SCHEDULE OF LONG TERM OBLIGATIONS

Increase  Percent

2018 2017 (Decrease) Change
Bonds Payable $ 8,260,000 $ 9,165,000 $ (905,000) -9.87%
Add: Issuance Premium 760,487 822,779 (62,292) -7.57%

Total Bonds Payable 9,020,487 9,987,779 (967,292)

Net Pension Liability 4,011,458 4,979,985 (968,527) -19.45%
Compensated Absences 268,450 565,500 (297,050) -52.53%
Total $ 13,300,395 $ 15,533,264 $ (2,232,869) -14.37%

THE FUTURE OUTLOOK
The Borough of Palmyra School District is presently in a stable financial position.

The School District has done a commendable job managing the budget through changing state
regulations, unfunded mandates and the high turnover rate among senior staff The over reliance on
fund balances in prior years and the level of property tax support for the School District has been
stabilized. The School District remains committed to serving students and taxpayers and it continues
to strive for an exceptional program and a stable tax rate.

The School District's system for financial planning, budgeting and internal controls are continually
reviewed in an effort to align routine operational processes with the continually changing educational
demands as well as those demands imposed upon the School District by outside authorities having
jurisdiction. The School District is committed to continuing its sound fiscal management to meet the
challenges of the future.

CONTACTING THE SCHOOL DISTRICT'S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the School District's finances and to demonstrate the School

District's accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the School Business Administrator/Board Secretary at:

Borough of Palmyra Board of Education, 301 Delaware Ave., Palmyra, New Jersey 08065.




BASIC FINANCIAL STATEMENTS




DISTRICT WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities display information about the
District.

These statements include the financial activities of the overall District, except for fiduciary
activities.

Eliminations have been made to minimize the double-counting of internal activities. These
statements distinguish between the governmental and business-type activities of the District.
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ASSETS:

Cash and Cash Equivalents
Receivables, Net

Inventory

Capital Assets, Net (Note 6)

Total Assets

DEFERRED OUTFLOWS OF RESOURCES:

Deferred Loss on Refunding
Related to Pensions (Note 9)

Total Deferred Outflows of Resources

LIABILITIES:

Accounts Payable:
Related to Pensions

Interfund Payable

Accrued Interest

Unearned Revenue

Noncurrent Liabilities (Note 7):
Due within One Year
Due beyond One Year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES:
Related to Pensions (Note 9)

NET POSITION:
Net Investment in Capital Assets
Restricted for:
Debt Service
Capital Projects
Maintenance Reserve
Other Purposes
Unrestricted (Deficit)

Exhibit A-1
BOROUGH OF PALMYRA SCHOOL DISTRICT
Statement of Net Position
For the Fiscal Year Ended June 30, 2018
Governmental Business-Type
Activities Activities Total

$ 3,461,383 $ 463,455 $ 3,924,838
253,842 12,563 266,405
11,560 11,560
11,030,078 17,212 11,047,290
14,745,303 504,790 15,250,093
533,760 533,760
1,326,898 1,326,898
1,860,658 1,860,658
161,331 161,331
20,000 20,000
244,063 244,063
10,531 10,531
932,532 932,532
12,367,863 12,367,863
13,725,789 10,531 13,736,320
1,073,463 1,073,463
2,543,351 17,212 2,560,563
25,004 25,004
948,572 948,572
998,001 998,001
1,677,451 1,677,451

(4,385,670) 477,047 (3,908,623)
$ 1,806,709 $ 494,259 $ 2,300,968

Total Net Position

The accompanying Notes to Financial Statements are an integral part of this statement.
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Exhibit A-2
BOROUGH OF PALMYRA SCHOOL DISTRICT
Statement of Activities
For the Fiscal Year Ended June 30, 2018
Program Revenues Net (Expense) Revenue and Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions / Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental Activities:
Instruction:
Regular $ 4,432,535 $ 1,438,398 $ (2,994,137) $ (2,994,137)
Special Education 1,615,646 $ 465,665 (1,149,981) (1,149,981)
Other Special Instruction 548,518 (548,518) (548,518)
Support Services:
Tuition 1,295,971 (1,295,971) (1,295,971)
Student and Instruction Related Services 1,752,793 77,485 (1,675,308) (1,675,308)
School Administrative Services 423,498 (423,498) (423,498)
General and Business Administrative Services 690,026 (690,026) (690,026)
Plant Operations and Maintenance 2,239,552 (2,239,552) (2,239,552)
Pupil Transportation 397,385 (397,385) (397,385)
Unallocated Benefits 8,664,268 4,068,162 (4,596,106) (4,596,106)
Interest on Long-Term Debt 434,809 (434,809) (434,809)
Total Governmental Activities 22,495,001 1,438,398 4,611,312 (16,445,291) (16,445,291)
Business-Type Activities:
Food Service 371,481 164,881 238,370 31,770 31,770
After School Program 144,562 148,461 3,899 3,899
Total Business-Type Activities 516,043 313,342 238,370 35,669 35,669
Total Government $ 23,011,044 $ 1,751,740 $ 4,849,682 (16,445,291) 35,669 (16,409,622)
General Revenues:
Taxes:
Property Taxes, Levied for General Purposes, net 9,181,593 9,181,593
Property Taxes Levied for Debt Service 1,042,046 1,042,046
Federal and State Aid not Restricted 6,749,597 6,749,597
Miscellaneous Income 129,057 3,796 132,853
Total General Revenues 17,102,293 3,796 17,106,089
Change in Net Position 657,002 39,465 696,467
Fixed Asset Adjustment (111,528) (111,528)
Net Position -- July 1 1,261,235 454,794 1,716,029
Net Position -- June 30 $ 1,806,709 $ 494,259 $ 2,300,968

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




FUND FINANCIAL STATEMENTS

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




GOVERNMENTAL FUNDS
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Exhibit B-1
BOROUGH OF PALMYRA SCHOOL DISTRICT
Governmental Funds
Balance Sheet
For the Fiscal Year Ended June 30, 2018
Special Debt Total
General Revenue Service Governmental
Fund Fund Fund Funds
ASSETS:
Cash and Cash Equivalents $3,436379 § - $25,004 § 3,461,383
Receivables, net:
Interfunds Receivable:
Special Revenue Fund 36,621 36,621
Payroll Fund 3 3
Receivables from Other Governments:
State Sources 95,459 95,459
Federal Sources 56,621 56,621
Other Receivables 101,759 101,759
Total Assets $3,670,221 $56,621 $25,004 $ 3,751,846
LIABILITIES AND FUND BALANCES:
Liabilities:
Interfunds Payable:
Student Activity 20,000 20,000
General Fund 36,621 36,621
Total Liabilities 56,621 56,621
Fund Balances:
Restricted:
Excess Surplus 931,219 931,219
Excess Surplus - Subsequent Year's Expenditures 746,232 746,232
Capital Reserve 948,572 948,572
Maintenance Reserve 786,501 786,501
Maintenance Reserve - Subsequent Year's Expenditures 211,500 211,500
Debt Service Fund - Subsequent Year's Expenditures 25,004 25,004
Assigned:
Subsequent Year's Expenditures 65,877 65,877
Unassigned (Deficit) (19,680) (19,680)
Total Fund Balances 3,670,221 25,004 3,695,225
Total Liabilities and Fund Balances $3,670,221 $56,621 $25,004
Amounts reported for governmental activities in the statement of
net position (A-1) are different because:
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. The cost of the assets is
$22,185,090, and the accumulated depreciation is $11,155,012. 11,030,078
Long-term liabilities, including bonds payable and compensated absences, are not due and
payable in the current period and therefore are not reported as liabilities in the funds. (9,288,937)
Net Pension Liability (4,011,458)
Accounts Payable related to the April 1, 2018 Required PERS pension contribution
that is not to be liquidated with current financial resources. (161,331)
Deferred Outflows of Resources - Related to Pensions 1,326,898
Deferred Inflows of Resources - Related to Pensions (1,073,463)

Deferred loss on defeasance of debt is a consumption of net position
that is applicable to a future reporting period and therefore is not reported in the funds. 533,760
Interest on long term debt is accrued on the Statement of Net Position regardless when due. (244,063)

Net Position of Governmental Activities $ 1,806,709

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




23-

REVENUES:

Local Tax Levy

Tuition and Transportation
Miscellaneous

State Sources

Federal Sources

Total Revenues

EXPENDITURES:
Regular Instruction
Special Education Instruction
Other Special Instruction

Support Services and Undistributed Costs:

Tuition
Student and Instruction Related Services
School Administrative Services
Other Administrative Services
Plant Operations and Maintenance
Pupil Transportation
Unallocated Benefits
Debt Service:
Principal
Interest and Other Charges
Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

OTHER FINANCING SOURCES (USES):

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance -- July 1

Exhibit B-2
BOROUGH OF PALMYRA SCHOOL DISTRICT
Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Fiscal Year Ended June 30, 2018
Special Debt Total
General Revenue Service Governmental
Fund Fund Fund Funds
$9,181,593 $ 1,042,046 $ 10,223,639
1,438,398 1,438,398
128,057 $ 1,000 129,057
6,999,309 176,428 7,175,737
26,609 542,150 568,759
17,773,966 543,150 1,218,474 19,535,590
4,406,508 4,406,508
1,149,981 465,665 1,615,646
548,518 548,518
1,295,971 1,295,971
1,666,524 77,485 1,744,009
420,764 420,764
689,508 689,508
1,439,696 1,439,696
397,385 397,385
5,230,382 5,230,382
905,000 905,000
313,975 313,975
222,529 222,529
17,467,766 543,150 1,218,975 19,229,891
306,200 (501) 305,699
306,200 (501) 305,699
3,364,021 25,505 3,389,526
$ - $ 25004 $ 3,695,225

Fund Balance -- June 30

$ 3,670,221

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
Governmental Funds
Reconciliation of the Statement of Revenues, Expenditures.
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Fiscal Year Ended June 30, 2018

Total Net Change in Fund Balances - Governmental Funds

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

Capital outlays are reported in governmental funds as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation in the period.
Depreciation Expense $  (654,941)
Loss on Disposal of Asset

Capital Outlays 39,551

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

In the statement of activities, interest on long-term debt in the statement of activities is accrued,
regardless of when due. In the governmental funds, interest is reported when due. The decrease
in accrued interest is an addition in the reconciliation. (+)

Governmental funds report School District pension contributions as expenditures. However in the statement
of activities, the cost of pension benefits earned is reported as pension expense. This is the amount by
which pension benefits earned exceeded the School District's pension contributions in the current period.

In the Statement of Activities, deferred losses on debt refunding are amortized over the life of the debt.
However, in the governmental fund, no expenditures are incurred.

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

Change in Net Position of Governmental Activities

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

Exhibit B-3

$ 305,699

(615,390)

905,000

(139,405)

(114,523)

18,571

297,050

$ 657,002




PROPRIETARY FUNDS
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ASSETS:
Current Assets:
Cash and Cash Equivalents
Accounts Receivable:
State
Federal
Other
Inventories

Total Current Assets

Noncurrent Assets:
Furniture, Fixtures and Equipment
Less Accumulated Depreciation

Total Noncurrent Assets

Total Assets

LIABILITIES:
Current Liabilities:
Unearned Revenue

Total Liabilities

NET POSITION;

Restricted:
Net Investment in Capital Assets
Unrestricted

Exhibit B-4
BOROUGH OF PALMYRA SCHOOL DISTRICT
_ Proprietary Funds
Business-Type Activities - Enterprise Funds
Statement of Net Position
June 30, 2018
Food After School
Service Program Total
$ 157,214 $ 306,241 $ 463,455
191 191
8,663 8,663
3,709 3,709
11,560 11,560
181,337 306,241 487,578
302,584 302,584
(285,372) (285,372)
17,212 17,212
198,549 306,241 504,790
10,531 10,531
10,531 10,531
17,212 17,212
170,806 306,241 477,047
$ 188,018 $ 306,241 $ 494,259

Total Net Position

The accompanying Notes to the Financial Statements are an integral part of this statement.
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BOROUGH OF PALMYRA SCHOOL DISTRICT

Proprietary Funds
Business-Type Activities - Enterprise Funds

Statement of Revenues, Expenses and Changes in Fund Net Position

For the Fiscal Year Ended June 30, 2018

OPERATING REVENUES:
Charges for Services:
Daily Sales:
Non-reimbursable Programs
Reimbursable Program -- School Breakfast
Reimbursable Program -- School Lunch
Child Care Fees

Total Operating Revenues

OPERATING EXPENSES:

Salaries

Employee Benefits

Management Fee

General Supplies

Direct Expenses

Depreciation

Other Professional and Technical Services
Cost of Sales - Reimbursable Programs
Cost of Sales - Non-reimbursable Programs

Total Operating Expenses

Operating Income / (Loss)

NONOPERATING REVENUES:
State Sources:
State School Lunch Program
Federal Sources:
National School Lunch Program
National School Breakfast Program
Food Distribution Program
Interest Revenue

Total Nonoperating Revenues

Change in Net Position

Net Position -- July 1

Net Position -~ June 30

Exhibit B-5
Food After School
Service Program Total
70,848 $ 70,848
6,637 6,637
87,396 87,396
§ 148461 148,461
164,881 148,461 313,342
126,013 85,814 211,827
22,693 25,000 47,693
18,360 18,360
14,139 9,319 23,458
9,010 9,010
1,974 1,974
3,000 24,429 27,429
153,152 153,152
23,140 23,140
371,481 144,562 516,043
(206,600) 3,899 (202,701)
4,293 4,293
165,864 165,864
33,502 33,502
34,711 34,711
1,265 2,531 3,796
239,635 2,531 242,166
33,035 6,430 39,465
154,983 299,811 454,794
188,018 $ 306,241 $ 494,259

The accompanying Notes to the Financial Statements are an integral part of this statement.
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Exhibit B-6
BOROUGH OF PALMYRA SCHOOL DISTRICT
Proprietary Funds
Business-Type Activities - Enterprise Funds
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2018
Food After School
Service Program Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from Customers $ 164,881 $ 148,461 $ 313,342
Payments to Management Company (18,360) (18,360)
Payments to Employees (126,013) (85,814) (211,827)
Payments for Employee Benefits (22,693) (25,000) (47,693)
Payments for Supplies and Services (191,726) (33,828) (225,554)
Net Cash Provided by (Used for) Operating Activities (193,911) 3,819 (190,092)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
State Sources 4,293 4,293
Federal Sources 234,077 234,077
Net Cash Provided by (Used for) Non-Capital Financing Activities 238,370 238,370
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest Revenue 1,265 2,531 3,796
Net Increase in Cash and Cash Equivalents 45,724 6,350 52,074
Cash and Cash Equivalents -- July 1 111,490 299,891 411,381
Cash and Cash Equivalents -- June 30 $ 157,214 $ 306,241 $ 463,455
Reconciliation of Operating Income (Loss) to Net Cash Provided (Used)
by Operating Activities:
Operating Income (Loss) $ (206,600) $ 3,899 5 (202,701)
Adjustments to Reconcile Operating Income (Loss) to Net Cash
Provided by (used for) Operating Activities:
Depreciation and Net Amortization 1,974 1,974
(Increase) Decrease in Accounts Receivable 2,260 300 2,560
(Increase) Decrease in Inventories 497 497
Increase (Decrease) in Interfund Payable
Increase (Decrease) in Unearned Revenue 7,958 (380) 7,578
Increase (Decrease) in Accounts Payable
Total Adjustments 12,689 (80) 12,609
Net Cash Provided by (Used for) Operating Activities $ (193,911) $ 3,819 $ (190,092)

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




FIDUCIARY FUNDS
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Exhibit B-7
BOROUGH OF PALMYRA SCHOOL DISTRICT
Fiduciary Funds
Statement of Fiduciary Net Position
June 30, 2018
Private-Purpose
Trust Fund Agency Funds
Unemployment Student
Compensation Activity Payroll
ASSETS:
Cash and Cash Equivalents $ 158,924 § 112,997 $ 3,905
Interfund Accounts Receivable 20,000
Total Assets 158,924 132,997 3,905
LIABILITIES:
Interfund Accounts Payable 3
Payable to Student Groups 132,997
Flexible Spending Reserve 3,902
Total Liabilities $ 132,997 $ 3,905
NET POSITION:
Restricted:
Held in Trust for Payment of Claims $ 158,924

The accompanying Notes to Financial Statements are an integral part of this statement.
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Exhibit B-8
BOROUGH OF PALMYRA SCHOOL DISTRICT
Fiduciary Funds
Private-Purpose Trust Fund
Statement of Changes in Fiduciary Net Position
For the Fiscal Year Ended June 30, 2018
Unemployment
Compensation
Insurance
Trust Fund

ADDITIONS:
Interest on Investments $ 1,205
Employer Contributions 20,000
Employee Contributions 15,264
Total Additions 36,469
DELETIONS:
Withdrawals 5,703
Change in Net Position 30,766
Net Position ~- July 1 128,158
Net Position -- June 30 $ 158,924

The accompanying Notes to Financial Statements are an integral part of this statement.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Borough of Palmyra School District (the "School District") have been
prepared to conform with accounting principles generally accepted in the United States of America
("GAAP") as applied to governmental units. The Governmental Accounting Standards Board ("GASB")
is the accepted standard setting body for establishing governmental accounting and financial reporting
principles. The following is a summary of the more significant of these policies.

Description of the Financial Reporting Entitv

The School District is a Type II district located in the County of Burlington, State of New Jersey. As a
Type II district, the School District functions independently through a Board of Education (the "Board").
The Board is comprised of nine members elected to three-year terms. These terms are staggered so that
three member's terms expire each year. The Superintendent is appointed by the Board to act as executive
officer of the School District. The purpose of the School District is to educate students from Palmyra
Borough in grades Pre-K through 12 at its three schools. In addition, high school students from the City
of Beverly and the Borough of Riverton attend Palmyra High School. The School District has an
approximate enrollment at June 30, 2018 of 932.

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

Component Units

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

The basic-but not the only-criterion for including a potential component unit within the reporting entity
is the governing body's ability to exercise oversight responsibility. The most significant manifestation of
this ability is financial interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority, the designation of
management, the ability to significantly influence operations, and accountability for fiscal matters. A
second criterion used in evaluating potential component units is the scope of public service. Application
of this criterion involves considering whether the activity benefits the government and/or its citizens.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

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

Component Units (Cont'd)

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

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

Government-wide and Fund Financial Statements

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

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

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

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

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met. Property taxes are recognized as
revenues in the year for which they are levied. The Burlington County Board of Taxation is responsible
for the assessment of properties, and the respective municipal tax collector is responsible for the
collection of property taxes. Assessments are certified and property taxes are levied on January 1.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

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

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

Property tax payments are due February 1, May 1, August 1 and November 1. Unpaid property taxes are
considered delinquent the following January 1 and are then subject to municipal lien. In accordance with
New Jersey State Statute, the School District is entitled to receive moneys under an established payment
schedule, and any unpaid amount is considered as an accounts receivable. The governing body of each
municipality is required to pay over to the School District, within forty (40) days after the beginning of
the school year, twenty percent (20%) of the moneys from school tax due. Thereafter, but prior to the last
day of the school year, the municipality must pay the balance of moneys from school tax due for school
purposes in such amounts as requested, with certain limitations, from time to time by the School District,
within thirty days after each request.

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

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

The School District reports the following major governmental funds:

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

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

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

Special Revenue Fund - The special revenue fund is used to account for and report the proceeds of
specific revenue sources that are restricted or committed to expenditures for specified purposes other
than debt service or capital projects.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

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

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

Capital Projects Fund - The capital projects fund is used to account for and report financial resources
that are restricted, committed, or assigned to expenditures for capital outlays, including the
acquisition or construction of capital facilities and other capital assets, other than those financed by
proprietary funds. The financial resources are derived from New Jersey Economic Development
Authority grants, temporary notes, serial bonds which are specifically authorized by the voters as a
separate question on the ballot either during the annual election or at a special election, or from the
general fund by way of transfers from capital outlay or the capital reserve account. The School
District does not maintain a capital projects fund.

Debt Service Fund - The debt service fund is used to account for and report financial resources that
are restricted, committed, or assigned to expenditures for principal and interest.

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

The School District reports the following major proprietary funds:

Enterprise Funds

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

After School Fund - This fund accounts for the financial activity related to providing day care
services for School District students after school.

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

The School District maintains the following fiduciary funds:

Agency Funds - Agency funds are used to account for assets held by the School District in a trustee
capacity or as an agent for individuals, private organizations, other governments, and / or other funds
(i.e., payroll and student activities). The School District retains no equity interest in these funds.
Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of
results of operations. The School District maintains the following agency funds: student activity fund
and payroll fund.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

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

Enterprise Funds (Cont’d)

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

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

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

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

Budgets / Budgetary Control

Annual appropriated budgets are prepared in the spring of each fiscal year for the general, special
revenue, and debt service funds, and are submitted to the county office of education. In accordance with
P.L. 2011, c. 202, the School District passed a resolution to move the school board election to the first
Tuesday after the first Monday in November, starting in November of 2012, to be held simultaneously
with the general election. As a result, a vote is not required on the School District's general fund tax levy
for the budget year, other than the general fund tax levy required to support a proposal for additional
funds, if any. Budgets are prepared using the modified accrual basis of accounting. The legal level of
budgetary control is established at line item accounts within each fund. Line item accounts are defined as
the lowest (most specific) level of detail as established pursuant to the minimum chart of accounts
referenced in N.JLA.C. 6A:23A-16.2(f)1. Transfers of appropriations may be made by school board
resolution at any time during the fiscal year in accordance with N.J.A.C. 6A:23A- 13.3.

Formal budgetary integration into the accounting system is employed as a management control device
during the year. For governmental funds there are no substantial differences between the budgetary basis
of accounting and generally accepted accounting principles, with the exception of the legally mandated
revenue recognition of the one or more June state aid payments for budgetary purposes only, and the
special revenue fund. N.J.S.A. 18A:22-44.2 provides that in the event a state school aid payment is not
made until the following school budget year, school districts must record the delayed one or more June
state aid payments as revenue, for budget purposes only, in the current school budget year. The bill
provides legal authority for school districts to recognize this revenue in the current budget year.
Encumbrance accounting is also employed as an extension of formal budgetary integration in the
governmental fund types. Unencumbered appropriations lapse at fiscal year-end.

The accounting records of the special revenue fund are maintained on the budgetary basis. The budgetary
basis differs from GAAP in that the budgetary basis recognizes encumbrances as expenditures and also
recognizes the related revenues, whereas the GAAP basis does not. Sufficient supplemental records are
maintained to allow for the presentation of GAAP basis financial reports.

The budget, as detailed on exhibit C-1, exhibit C-2, and exhibit I-3, includes all amendments to the
adopted budget, if any.
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BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

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

Budgets / Budgetary Control (Cont’d)

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

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of funds are recorded to assign a portion of the applicable appropriation, is utilized for
budgetary control purposes. Encumbrances are a component of fund balance at fiscal year-end as they do
not constitute expenditures or liabilities, but rather commitments related to unperformed contracts for
goods and services. Open encumbrances in the governmental funds, other than the special revenue fund,
which have not been previously restricted, committed, or assigned, should be included within committed
or assigned fund balance, as appropriate.

Open encumbrances in the special revenue fund, however, for which the School District has received
advances of grant awards, are reflected on the balance sheet as unearned revenues at fiscal year-end.

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

outstanding encumbrance amount as of the current fiscal year end.

Cash, Cash Equivalents and Investments

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

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

N.J.S.A. 17:9-41 et seq. establishes the requirements for the security of deposits of governmental units.
The statute requires that no governmental unit shall deposit public funds in a public depository unless
such funds are secured in accordance with the Governmental Unit Deposit Protection Act ("GUDPA™), a
multiple financial institutional collateral pool, which was enacted in 1970 to protect governmental units
from a loss of funds on deposit with a failed banking institution in New Jersey. Public depositories
include State or federally chartered banks, savings banks or associations located in or having a branch
office in the State of New Jersey, the deposits of which are federally insured.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Cash, Cash Equivalents and Investments (Cont’d)

All public depositories must pledge collateral, having a market value at least equal to five percent of the
average daily balance of collected public funds, to secure the deposits of governmental units. If a public
depository fails, the collateral it has pledged, plus the collateral of all other public depositories, is
available to pay the amount of their deposits to the governmental units.

Inventories

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

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

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

Tuition Receivable

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

Prepaid Expenses

Prepaid expenses recorded on the government-wide financial statements and in the proprietary fund
types represent payments made to vendors for services that will benefit periods beyond June 30, 2018.
The School District had no prepaid expenses for the fiscal year ended June 30, 2018.

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

Short-Term Interfund Receivables / Pavables

Short-term interfund receivables / payables (internal balances) represent amounts that are owed, other
than charges for goods or services rendered to / from a particular fund within the School District, and
that are due within one year. Such balances are eliminated in the statement of net position to minimize
the grossing up of internal balances, thus leaving a net amount due between the governmental and
business-type activities that are eliminated in the total government column. Balances with fiduciary
activities are not considered to be internal balances; therefore, such balances appear on the statement of
net position as accounts receivable.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Capital Assets

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

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

Description Estimated Lives
Furniture, Fixtures and Equipment 5-20 Years
Buildings and Improvements 20-65 Years
Land Improvements 20 Years

The School District does not possess any infrastructure assets.

Deferred Qutflows and Deferred Inflows of Resources

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

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

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

In addition, the School District reports the following as deferred outflows of resources:
Loss on Refunding of Debt - The loss on refunding arose from the issuance of refunding bonds,

which is amortized in a systematic and rational manner over the duration of the related debt as a
component of interest expense.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

Tuition Pavable

Tuition charges for the fiscal years ended June 30, 2018 and 2017 were based on rates established by
the receiving district. These rates are subject to change when the actual costs have been determined.

Unearned Revenue

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

Accrued Salaries and Wages |

Certain School District employees who provide services to the School District over the ten-month
academic year have the option to have their salaries evenly disbursed during the entire twelve-month
year. New Jersey statutes require that these earned but undisbursed amounts be retained in a separate
bank account. As of June 30, 2018, the amounts earned by these employees were disbursed to the
employees' own individual credit union accounts.

Compensated Absences

Compensated absences are payments to employees for accumulated time such as paid vacation, paid
holidays, sick pay, and sabbatical leave. A liability for compensated absences that is attributable to
services already rendered, and that are not contingent on a specific event that is outside the control of the
School District and its employees, is accrued as the employees earn the rights to the benefits.
Compensated absences that relate to future services, or that are contingent on a specific event that is
outside the control of the School District and its employees, are accounted for in the period in which
such services are rendered or in which such events take place.

The School District uses the vesting method to calculate the compensated absences amount. The entire
compensated absence liability, including the employer's share of applicable taxes, is reported on the
government-wide financial statements. The portion related to employees in the proprietary funds is
recorded at the fund level. The current portion is the amount estimated to be used in the following fiscal
year. Expenditures are recognized in the governmental funds as payments come due each period, for
example, as a result of employee resignations and retirements. Compensated absences not recorded at the
fund level represent a reconciling item between the fund level and government-wide presentations.

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial
statements, and all payables, accrued liabilities, and long-term obligations payable from proprietary
funds are reported on the proprietary fund financial statements. In general, governmental fund payables
and accrued liabilities that, once incurred, are paid in a timely manner, and in full from current financial
resources, are reported as obligations of the funds. However, claims and judgments, compensated
absences, special termination benefits, and contractually required pension contributions that will be paid
from governmental funds, are reported as a liability in the fund financial statements only to the extent
that they are normally expected to be paid with expendable available financial resources. Bonds are
recognized as a liability on the governmental fund financial statements when due.
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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
Teachers' Pension and Annuity Fund ("TPAF") and the Public Employees' Retirement System ("PERS"),
and additions to/deductions from TPAF's and PERS's fiduciary net position have been determined on the
same basis as they are reported by the plans. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Bond Discounts / Premiums

Bond discounts / premiums arising from the issuance of long-term debt (bonds) are amortized over the
life of the bonds, in systematic and rational method, as a component of interest expense. Bond discounts/
premiums are presented as an adjustment of the face amount of the bonds on the government-wide
statement of net position and on the proprietary fund statement of net position.

Net Position

Net position represents the difference between the summation of assets and deferred outflows of
resources, and the summation of liabilities and deferred inflows of resources. Net position is classified
into the following three components:

Net Investment in Capital Assets - This component represents capital assets, net of accumulated
depreciation, net of outstanding balances of borrowings used for the acquisition, construction, or
improvement of those assets.

Restricted - Net position is reported as restricted when there are limitations imposed on their use
either through the enabling legislation adopted by the School District or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments.

Unrestricted - Net position is reported as unrestricted when it does not meet the criteria of the other
two components of net position.

The School District applies restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net position is available.

Fund Balance

The School District reports fund balance in classifications that comprise a hierarchy based primarily on
the extent to which the School District is bound to honor constraints on the specific purposes for which
amounts in those funds can be spent. The School District's classifications, and policies for determining
such classifications, are as follows:

Nonspendable -The nonspendable fund balance classification includes amounts that cannot be
spent because they are either not in spendable form or are legally or contractually required to be
maintained intact. The "not in spendable form" criterion includes items that are not expected to be
converted to cash, such as inventories and prepaid amounts.
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Restricted - The restricted fund balance classification includes amounts that are restricted to
specific purposes. Such restrictions, or constraints, are placed on the use of resources either by
being (1) externally imposed by creditors, grantors, contributors, or laws or regulations of other
governments; or (2) imposed by law through constitutional provisions or enabling legislation.

Committed - The committed fund balance classification includes amounts that can only be used for
specific purposes pursuant to constraints imposed by formal action of the School District's highest
level of decision-making authority, which, for the School District, is the Board of Education. Such
formal action consists of an affirmative vote by the Board of Education, memorialized by the
adoption of a resolution. Once committed, amounts cannot be used for any other purpose unless the
Board of Education removes, or changes, the specified use by taking the same type of action
(resolution) it employed to previously commit those amounts.

Assigned - The assigned fund balance classification includes amounts that are constrained by the
School District's intent to be used for specific purposes, but are neither restricted nor committed.
Intent is expressed by either the Board of Education or by the business administrator, to which the
Board of Education has delegated the authority to assign amounts to be used for specific purposes.
Such authority of the business administrator is established by way of a formal job description for
the position and standard operating procedures, approved by the Board of Education.

Unassigned - The unassigned fund balance classification is the residual classification for the
general fund. This classification represents fund balance that has not been assigned to other funds
and that has not been restricted, committed, or assigned to specific purposes within the general
fund. The general fund is the only fund that reports a positive unassigned fund balance amount. In
other governmental funds, if expenditures incurred for specific purposes exceed the amounts
restricted, committed, or assigned to those purposes, it may be necessary to report a negative
unassigned fund balance.

When expenditures are incurred for purposes for which both restricted and unrestricted fund balances are
available, it is the policy of the School District to spend restricted fund balances first. Moreover, when
expenditures are incurred for purposes for which amounts in any of the unrestricted fund balance
classifications can be used, it is the policy of the School District to spend fund balances, if appropriate,
in the following order: committed, assigned, then unassigned.

Interfund Activity

Transfers between governmental and business-type activities on the government-wide statements are
reported in the same manner as general revenues. Exchange transactions between funds are reported as
revenues in the seller funds and as expenditures / expenses in the purchaser funds. 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 and after non-
operating revenues / expenses in proprietary funds. Reimbursements from funds responsible for
particular expenditures / expenses to the funds that initially paid for them are not presented on the
financial statements.

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results may differ from
those estimates.
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Impact of Recently Issued Accountine Principles

Recently Issued and Adopted Accounting Pronouncements
The School District has adopted the following GASB statements:

» - GASB No. 75 - Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions:
The primary objective of this Statement is to improve accounting and financial reporting by state and
local governments for postemployment benefits other than pensions (other postemployment benefits or
OPEB). It also improves information provided by state and local governmental employers about financial
support for OPEB that is provided by other entities. This Statement results from a comprehensive review
of the effectiveness of existing standards of accounting and financial reporting for all postemployment
benefits (pensions and OPEB) with regard to providing decision-useful information, supporting
assessments of accountability and inter-period equity, and creating additional transparency. The
requirements of this Statement will be effective for reporting periods beginning after June 15, 2017. The
adoption of GASB 75 will impact the financial statements of the School District.

> GASB No. 85 - Omnibus 2017: The objective of this Statement is to address practice issues that have
been identified during implementation and application of certain GASB Statements. This Statement
addresses a variety of topics including issues related to blending component units, goodwill, fair value
measurement and application, and postemployment benefits (pensions and other postemployment benefits
[OPEB]). The requirements of Statement will be effective for reporting periods beginning after June 15,
2017. The adoption of GASB 85 is not expected to impact the financial statements of the School District.

» GASB No. 86 - Certain Debt Extinguishment Issues: The primary objective of this Statement is to
improve consistency in accounting and financial reporting for in-substance defeasance of debt by
providing guidance for transactions in which cash and other monetary assets acquired with only existing
resources—resources other than the proceeds of refunding debt—are placed in an irrevocable trust for the
sole purpose of extinguishing debt. This Statement also improves accounting and financial reporting for
prepaid insurance on debt that is extinguished and notes to financial statements for debt that is defeased in
substance. The requirements of Statement will be effective for reporting periods beginning after June 15,
2017. The adoption of GASB 86 is not expected to impact the financial statements of the School District.

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

» GASB No. 83 - Certain Asset Retirement Obligations: This Statement addresses accounting and financial

~ reporting for certain asset retirement obligations (AROs). An ARO is a legally enforceable liability
associated with the retirement of a tangible capital asset. A government that has legal obligations to
perform future asset retirement activities related to its tangible capital assets should recognize a liability
based on the guidance in this Statement. The requirements of Statement will be effective for reporting
periods beginning after June 15, 2018. Management is evaluating the potential impact of the adoption of
GASB 83 on the School District’s financial statements.
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Impact of Recently Issued Accounting Principles (Cont’d)

» GASB No. 84 - Fiduciary Activities: The objective of this Statement is to improve guidance regarding the
identification of fiduciary activities for accounting and financial reporting purposes and how those
activities should be reported. This Statement establishes criteria for identifying fiduciary activities of all
state and local governments. The focus of the criteria generally is on (1) whether a government is
controlling the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship
exists. Separate criteria are included to identify fiduciary component units and postemployment benefit
arrangements that are fiduciary activities. The requirements of Statement will be effective for reporting
periods beginning after December 15, 2018. Management is evaluating the potential impact of the
adoption of GASB 84 on the School District’s financial statements.

» GASB No. 87 - Leases: The objective of this Statement is to better meet the information needs of
financial statement users by improving accounting and financial reporting for leases by governments. This
Statement increases the usefulness of governments’ financial statements by requiring recognition of
certain lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based on the payment provisions of the
contract. It establishes a single model for lease accounting based on the foundational principle that leases
are financings of the right to use an underlying asset. Under this Statement, a lessee is required to
recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to recognize a
lease receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of
information about governments’ leasing activities. The requirements of Statement will be effective for
reporting periods beginning after periods beginning after December 15, 2019. Management is evaluating
the potential impact of the adoption of GASB 87 on the School District’s financial statements.

» GASB No. 88 — Certain Disclosures Related to Debt, including Direct Borrowings and Direct
Placements.: The primary objective of this Statement is to improve the information that is disclosed in
notes to government financial statements related to debt, including direct borrowings and direct
placements. It also clarifies which liabilities governments should include when disclosing information
related to debt. This Statement defines debt for purposes of disclosure in notes to financial statements as a
liability that arises from a contractual obligation to pay cash (or other assets that may be used in lieu of
cash) in one or more payments to settle an amount that is fixed at the date the contractual obligation is
established. This Statement requires that additional essential information related to debt be disclosed in
notes to financial statements, including unused lines of credit; assets pledged as collateral for the debt;
and terms specified in debt agreements related to significant events of default with finance-related
consequences, significant termination events with finance-related consequences, and significant
subjective acceleration clauses. For notes to financial statements related to debt, this Statement also
requires that existing and additional information be provided for direct borrowings and direct placements
of debt separately from other debt. The requirements of this Statement are effective for reporting periods
beginning after June 15, 2018. Management is evaluating the potential impact of the adoption of GASB
88 on the School District’s financial statements.

» GASB No. 89 - Accounting for Interest Cost Incurred before the End of a Construction Period: The
objectives of this Statement are (1) to enhance the relevance and comparability of information about
capital assets and the cost of borrowing for a reporting period and (2) to simplify accounting for interest
cost incurred before the end of a construction period. This Statement establishes accounting requirements
for interest cost incurred before the end of a construction period. Such interest cost includes all interest
that previously was accounted for in accordance with the requirements of paragraphs 5-22 of Statement
No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30,
1989 FASB and AICPA Pronouncements, which are superseded by this Statement. cost is incurred for
financial statements prepared using the economic resources measurement focus.
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Impact of Recently Issued Accounting Principles (Cont’d)

This Statement requires that interest cost incurred before the end of a construction period be recognized as
an expense in the period in which the As a result, interest cost incurred before the end of a construction
period will not be included in the historical cost of a capital asset reported in a business-type activity or
enterprise fund. This Statement also reiterates that in financial statements prepared using the current
financial resources measurement focus, interest cost incurred before the end of a construction period
should be recognized as an expenditure on a basis consistent with governmental fund accounting
principles. The requirements of this Statement are effective for reporting periods beginning after
December 15, 2019. Management is evaluating the potential impact of the adoption of GASB 89 on the
School District’s financial statements.

» GASB Statement - No. 90 - Majority Equity Interests—an amendment of GASB Statements No. 14 and
No. 61: The primary objectives of this Statement are to improve the consistency and comparability of
reporting a government’s majority equity interest in a legally separate organization and to improve the
relevance of financial statement information for certain component units. It defines a majority equity
interest and specifies that a majority equity interest in a legally separate organization should be reported
as an investment if a government’s holding of the equity interest meets the definition of an investment. A
majority equity interest that meets the definition of an investment should be measured using the equity
method, unless it is held by a special-purpose government engaged only in fiduciary activities, a fiduciary
fund, or an endowment (including permanent and term endowments) or permanent fund. Those
governments and funds should measure the majority equity interest at fair value. For all other holdings of
a majority equity interest in a legally separate organization, a government should report the legally
separate organization as a component unit, and the government or fund that holds the equity interest
should report an asset related to the majority equity interest using the equity method. This Statement
establishes that ownership of a majority equity interest in a legally separate organization results in the
government being financially accountable for the legally separate organization and, therefore, the
government should report that organization as a component unit. This Statement also requires that a
component unit in which a government has a 100 percent equity interest account for its assets, deferred
outflows of resources, liabilities, and deferred inflows of resources at acquisition value at the date the
government acquired a 100 percent equity interest in the component unit. Transactions presented in flows
statements of the component unit in that circumstance should include only transactions that occurred
subsequent to the acquisition. The requirements of this Statement are effective for reporting periods
beginning after December 15, 2018. Management is evaluating the potential impact of the adoption of
GASB 90 on the School District’s financial statements.

NOTE 2: CASH AND CASH EQUIVALENTS

Custodial Credit Risk Related to Deposits - Custodial credit risk is the risk that, in the event of a bank
failure, the School District's deposits might not be recovered. Although the School District does not have
a formal policy regarding custodial credit risk, N.J.S.A. 17:9-41 et seq. requires that governmental units
shall deposit public funds in public depositories protected from loss under the provisions of the
Governmental Unit Deposit Protection Act (GUDPA). Under the Act, the first $250,000.00 of
governmental deposits in each insured depository is protected by the Federal Deposit Insurance
Corporation (FDIC). Public funds owned by the School District in excess of FDIC insured amounts are
protected by GUDPA. However, GUDPA does not protect intermingled agency funds such as salary
withholdings, and student activity funds, or funds that may pass to the School District relative to the
happening of a future condition. Such funds are classified as uninsured and uncollateralized.




-44-

BOROUGH OF PALMYRA SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2018

NOTE 2: CASH AND CASH EQUIVALENTS (CONT’D)

As of June 30, 2018, none of the School District's bank balances of $4,543,265 were uninsured or

uncollateralized.
Insured $ 250,000
Uninsured and collateralized under GUDPA
by pledging financial institutions 4,293,265

$ 4,543,265

NOTE 3: RESERVE ACCOUNTS

Capital Reserve - Funds placed in the capital reserve account are restricted to capital projects in the
School District's approved Long Range Facilities Plan ("LRFP"). Upon submission of the LRFP to the
Department, a school district may increase the balance in the capital reserve by appropriating funds in
the annual general fund budget certified for taxes or by transfer by board resolution at fiscal year-end
(June 1 to June 30) of any unanticipated revenue or unexpended line-item appropriation amounts, or
both. A school district may also appropriate additional amounts when the express approval of the voters
has been obtained by either a separate proposal at budget time or by a special question at one of the four
special elections authorized pursuant to N.J.S.A. 19:60-2. Pursuant to N.J.A.C. 6A:23A-14.1(g), the
balance in the account cannot at any time exceed the local support costs of uncompleted capital projects
in its approved LRFP.

The activity of the capital reserve for the July 1, 2017 to June 30, 2018 fiscal year is as follows:

Beginning Balance July 1, 2017 $ 653,093
Add: ‘
Interest Earnings 5,935
2017-18 Budget 289,544
Ending Balance June 30, 2018 $ 948,572

The June 30, 2018 LRFP balance of local support costs of uncompleted projects at June 30, 2018 is
$2,652,500.

Maintenance Reserve - New Jersey Statute 18A:7G-9 permits school districts to accumulate funds for the
required maintenance of a facility in accordance with EFCFA. The balance may only be increased through an
appropriation in the annual general fund budget certified for taxes. Upon completion of a school facilities
projects, districts are required to submit a plan for maintenance of that facility.
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