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NORTH BRUNSWICK TOWNSHIP PUBLIC SCHOOLS

Administrative Offices:
Maple Meade School Building, Old Georges Road
Post Office Box 6016
North Brunswick, N.J. 08902
Tele. (732) 2839-3000

District Web Site: www.nbtschools.org

LETTER OF TRANSMITTAL

December 13, 2019

Honorable President and

Members of the Board of Education

North Brunswick Township School District
North Brunswick, New Jersey 08902

Dear Board Members:

It is with pleasure that we submit the Comprehensive Annual Financial Report (CAFR) of the North
Brunswick Township School District for the fiscal year ended June 30, 2019. This CAFR includes the
District's Basic Financial Statement prepared in accordance with Governmental Accounting Standards
Board Statement 34. Responsibility for both the accuracy of the data and completeness and fairness of
the presentation, including all disclosures, rests with the District. To the best of our knowledge and
belief, data presented in this report is accurate in all material respects and is reported in a manner
designed to present fairly the financial position and results of operations of the District. All disclosures
necessary to enable the reader to gain an understanding of the District’'s financial activities have been

included.

The Comprehensive Annual Financial Report is presented in four sections as follows:

+« The Introductory Section contains a table of contents, Letter of Transmittal, List of Principal
Officials and an Organizational Chart of the School District;

o The Financial Section begins with the Independent Auditor's Report and includes the
Management's Discussion and Analysis, the Basic Financial Statements and Notes and an
overview of the School District’'s financial position and operating resuits, and other schedules
providing detailed budgetary information;

¢ The Statistical Section includes selected economic and demographic information, financial
trends, and the fiscal capacity of the School District generally presented on a muliti-year basis;



o The Single Audit Section — The District is required to undergo an annual audit in conformity with
the provisions of the Title 2 US Code of Federal Regulations (CFR) 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. Information related to this single audit including the
independent auditor’'s report on compliance for each major federal and state program and report
on internal control over compliance along with findings and questioned costs if any, is included
in the single audit section of this report.

1. REPORTING ENTITY AND ITS SERVICES

The North Brunswick Township School District is an independent reporting entity within the criteria
adopted by the GASB as established by Statement No. 14. All funds of the District are included in this
report. The North Brunswick Township Board of Education and all its schools constitute the District's

reporting entity.

The District provides a full range of programs and services appropriate to grades pre -K through 12.
These include regular education programs for the very able students (including gifted and talented), as
well as special education for handicapped youngsters in and out of the District. An early childhood
center, four elementary schools, a middle school and a high school comprise the District's educational
facilities.

The District's enrollment at October 15, 2018 was 6,211 students. The following details the changes in
enrollment over the last five years:

Fiscal Year Student Enrollment Percent Change
2018-2019 6,211 0.08%
2017 -2018 6,206 0.50%
2016 - 2017 6,175 (1.12%)
2015- 2016 6,245 0.34%
2014 - 2015 6,224 5.53%

District Enroliment

6,260
6,240
6,220
6,200
6,180
6,160
6,140

2018- 2019 2017 - 2018 2016- 2017 2015 - 2016 2014 - 2015



2. ECONOMIC CONDITION AND OUTLOOK

A tax levy cap of 2% is in place for all New Jersey school districts, which will limit the amount of revenue
that can be raised through taxation.

3. MAJOR INITIATIVES

Facilities Improvement Plan

In 2016, the District passed a $77.4 Million referendum to address its overcrowded facilities. A new 7th &
8th Grade Middle School, built on 33 acres within the Renaissance Development, will open September
2020. Additionally, nearly $9 million is budgeted to renovate the Linwood School beginning June 2020.
This will allow the district to move the Early Childhood Center (ECC) from its current rented location in
Milltown to the renovated Linwood. The Linwood renovation includes offices for the Board of Education
Central Office staff.

The District continues to follow its roofing plan and replaced existing school roofs. During the summer of
2018, the District completed a $1,000,000 section of the North Brunswick Township High School roof.
Additionally during the summer of 2019, a portion of the Linwood School roof was replaced at a cost of
$1,200,000. Some of the roof replacement projects were funded 40% through Regular Operating
District (ROD) Grants. The majority of the funding was through the use of capital reserve.

The roof projects did not require the collection of additional taxes. All of the projects noted above
received approval from the New Jersey Department of Education (NJDOE) and were included in the

District's Long Range Facility Plan.
In February 2019, an Energy Savings Improvement Program (ESIP) lease purchase was granted in the

amount of $13,500,000. Funds will be appropriated for conservation measures and equipment,
including improvement of the high school HVAC units, and district-wide solar panels and LED lighting.

Personnel Management

The Office of Human Resources uses an established protocol to ensure that all candidates are properly
credentialed and certified as per New Jersey law. To find the best possible candidates, district staff
participated in job fairs and advertised through New Jersey Schools Jobs, the Star Ledger as well as
the use of a software program Applitrack. Applitrack was used successfully, again this year, to manage
job applications, screen candidates for credential review and the tracking of the interview process.

Human Resources manuals are used by administrators to provide better oversight of the
supervision/evaluation process; for new hires to aid in their orientation to District policies, procedures,
and expectations; and for mentors to support new hires to the teaching profession in the District's
mentoring and induction program.

In collaboration with the Curriculum and Instruction Office, the Human Resources Office provided
professional development activities so that teachers and support staff could meet district and state

requirements.

Personnel policies and specified job descriptions were reviewed and revised as necessary in
collaboration with the Board's Personnel Committee. The Office of Human Resources is continually
revising the faculty and administrator evaluation process annually to meet the changing state
requirements as well as developing innovate methods for enhancing classroom instruction. The Marshall
Model of Supervision and Evaluation process was approved by the District's Evaluation Advisory
Committee (DEAC) as the teacher practice platform to meet the NJDOE observation and evaluation
requirements under NJ Achieve and continues to serve as the district model for teacher and

administrator practice.
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Educational Program

The District's rigorous academic program prepares students for college and career choices, enabling
them to compete with high school graduates nationwide for enrollment in the most prestigious colleges
and universities. Technology and college/career readiness are embedded throughout the curriculum.
The general education program includes language arts, mathematics, science, social studies, visual and
performing arts, health and physical education, and world languages, reflecting the New Jersey Student
Learning Standards.

The District's exemplary academic program goes beyond state standards. The district's music program
involves most of the district's diverse student population. The District offers pre and post school STEAM
enrichment programs as well as the use of adaptive technology to address the needs and challenges for
all children. The district continues to “prepare students for their future” with the implementation of Coding
and Robotics throughout K-12 curriculum. All of our elementary schools are fully equipped with science
labs, computer labs and/or mobile laptop carts, and school libraries. All middle and high schoot students
may choose from a wide range of rigorous courses that addresses their individual ability and not their
grade level.

The District provides resources for continuous professional learning of its staff, engages community
organizations, businesses, and local government agencies as partners in the educational process,
encourages parent and family involvement in school and district activites and committees; and
participates with other school districts and higher education institutions in research and programming for
closing the achievement gap between minority and economically disadvantaged students and their
peers.

Additionally, the District is now receiving pre-school expansion aid from the State of New Jersey,
targeting our youngest learners, helping to stop the achievement gap at its earliest.

4. LONG TERM FINANCIAL PLANNING

The Board has currently completed a capital project at the high school which includes the renovation of
the Steve Libro Field and the Stan Williston Field to turf fields with a new scoreboard. The bleachers
and press box were renovated and a new sound system was implemented. The field lighting was
upgraded. New fencing and pavement were also installed. District administrators are also evaluating
the long term financial impact of increased state mandated initiatives and decreased levels of state

funding.
6. INTERNAL ACCOUNTING CONTROLS

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

management.

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

by the District management.

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

In addition to internal accounting controls, the District maintains budgetary controls. The objective of
these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the voters of the municipality. Annual appropriated budgets are
adopted for the general fund, the special revenue fund and the debt service fund. 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.

An encumbrance accounting system is used to record outstanding purchase commitments on a line
item basis. Open encumbrances at year-end are either canceled or are included as reappropriations of
fund balance in the subsequent year. Those amounts to be reappropriated are reported as reservation
of fund balance at June 30, 2019.

7. ACCOUNTING SYSTEM AND REPORTS

The accounting records reflect generally accepted accounting principles, as promulgated by the
Governmental Accounting Standards Board (GASB). The accounting system of the District is organized
on the basis of funds and account groups and is in compliance with GASB Statement 34 standards.
The funds and account groups are explained in “Notes to the Financial Statements”, Note 1.

8. DEBT ADMINISTRATION

The District's outstanding debt issues as of June 30, 2019 included $105,048,000 of general obligation
bonds. Under provisions of New Jersey statutes, school districts may not incur indebtedness greater
than 4% of the average equalized valuation of taxable property. At June 30, 2019 the District's
outstanding debt issues are well below the legal debt margin. The District continues to be committed to
providing the debt rating agencies and all other interested parties with annual audited financial
statements and other pertinent credit information relevant to our outstanding securities.

9. FINANCIAL STATUS

The Business Administrator and the Finance Committee continue to guide the District with fiscal
prudence while working within the limitations imposed by the state’s 2% cap on the annual increase of
the tax revenue collected from North Brunswick Township. The business office utilizes purchasing co-
operatives, state contracts and bids to purchase the materials needed to operate the District at the

lowest possible price.

10. OTHER INFORMATION

Independent Audit — State statutes require an annual audit by independent certified public accountants
or registered municipal accountants who are licensed public school accountants. Gerard Stankiewicz,
CPA, PSA of Samuel Klein and Company, Certified Public Accountants was selected by the Board of
Education. In addition to meeting the requirements set forth in state statutes, the audit also was
designed to meet the requirements of the Title 2 US 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. The auditor's report on the general-purpose financial
statements and combining and individual fund statements and schedules is included in the financial
section of this report. The auditor's reports related specifically to the single audit are included in the
single audit section of this report.
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INDEPENDENT AUDITOR'S REPORT

Honorable President and Members

of the Board of Education
North Brunswick Township Board of Education
County of Middlesex, New Jersey

Report on the Financial Statement

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
North Brunswick Township School District, County of Middlesex, State of New Jersey, as of and for the
year ended June 30, 2019 and the related Notes to Financial Statements, which collectively comprise the
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 an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and audit requirements as prescribed by the Office of
School Finance, Department of Education, State of New Jersey. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free 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 District's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of

the District's internal control.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelklein-cpa-rma.com
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INDEPENDENT AUDITOR'S REPORT
(CONTINUED)

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business type activities each major fund and
the aggregate remaining fund information of the Board of Education of the North Brunswick Township
School District, as of June 30, 2019, and the respective changes in financial position and where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management
Discussion and Analysis and Budgetary Comparison Information and schedule of the District’s
proportionate share of the net pension liability — PERS, schedule of District contributions, schedule of the
State’s proportionate share of the net pension liability associated with the District — TPAF, the District's
proportionate share of the net OPEB Liability - PERS and TPAF, schedule of District's contribution PERS
and TPAF and budgetary comparison information as identified in the table of contents be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquires, the basic
financial statements and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the North Brunswick Township School District's basic financial statements. The introductory
section, combining statements and related major fund supporting statements and schedules, and
statistical section are presented for purposes of additional analysis, as required by the Division of
Finance, Department of Education, State of New Jersey, and are not a required part of the basic financial
statements. The accompanying Schedule of Expenditures of Federal Awards and State Financial
Assistance are presented for purposes of additional analysis as required by US Office of Management
and Budget Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, Audits of States, Local Governments, and Non-Profit Organizations and New Jersey OMB's
Circular 15-08, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid,
respectively, and the other information such as the introductory and statistical sections are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

-1 -



INDEPENDENT AUDITOR'S REPORT
(CONTINUED)

The accompanying Combining and Individual Fund Financial Statements, Noncurrent Debt Schedules
and the Schedule of Expenditures of Federal Awards and State Financial Assistance are the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the accompanying Combining and Individual Fund Financial
Statements, Noncurrent Debt Schedules 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 subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 13,
2019, on our consideration of the Board of Education of the North Brunswick Township School District's
internal control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements and other matters. The purpose of that report solely 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 on the North Brunswick
Township School District's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
North Brunswick Township School District internal control over financial reporting compliance.

\'h)%
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Gerard Stankiewicz
Certified Public Accountant
Licensed Public School Accountant #912
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SAMUEL KLEIN AND COMPANY

Freehold, New Jersey
December 13, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

UNAUDITED

Management’s Discussion and Analysis

The discussion and analysis of North Brunswick Township School District's financial performance provides
an overall review of the School District's financial activities for the fiscal year ended June 30, 2019. The
intent of this discussion and analysis is to look at the School District's financial performance as a whole,
readers should also review the basic financial statements and notes to enhance their understanding of the
School District’s financial performance.

The Management's Discussion and Analysis (MD&A) is Required Supplementary Information specified in
the Governmental Accounting Standards 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 (2018-2019) and the prior year (2017-2018) is
required to be presented in MD&A. The District has elected to prepare comparative data which includes
prior year's financial statements.

Overview of Financial Statements
The District's basic financial statements comprise three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the basic financial statements. This document

also contains required and supplementary information and other information in addition to the basic
financial statements themselves.

Financial Highlights
Key financial highlights for 2018-2019 are as follows:
» General revenues accounted for $134,349 851 in revenue or 97.05% of all revenues. Program

specific revenues in the form of charges for services, operating grants and contributions, and
accounted for $4,079,495 or 2.95% to total revenues of $138,429,346

s Total net position of governmental activities increased by $2,421,532.

¢ The School District had $143,466,029 in expenses, of which only $4,079,495 of these expenses
were offset by program specific charges for services, grants or contributions. General revenues
(primarily property taxes of $85,943,368 along with Federal and State aid were adequate to
provide for these programs.

e The Governmental — General Fund had $116,145,952 in revenues and $116,963,839 in
expenditures. The General Fund's fund balance decreased $1,317,887 compared to 2018.
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Using this Comprehensive Annual Financial Report (CAFR)

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

The Statement of Net Position and Statement of Activities provide information about the activities of the
whole school district, presenting both an aggregate view of the School District’s finances and a longer term
view of those finances. Fund financial statements provide the next level! of detail. For governmental funds,
these statements tell how services were financed in the short-term as well as what remains for future
spending. The fund financial statements also look at the School District's most significant funds with all
other non-major funds presented in total in one column. In the case of the North Brunswick School District,
the General Fund is by far the most significant.

Reporting the School District as a Whole
Comparative Statement of Net Position and Comparative Statement of Activities

While this document contains the large number of funds used by the School District to provide programs
and activities, the view of the School district as a whole looks at all financial transactions and asks the
question, “How did we do financially during 2019?” The Comparative Statement of Net Position and the
Comparative Statement of Activities answer this question. These statements include all assets and
liabilities using the accrual basis of accounting similar to the accounting used by most private-sector
businesses. This basis of accounting takes into account all of the current year's revenues and expenses
regardless of when cash is received or paid.

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

In the Comparative Statement of Net Position and the Comparative Statement of Activities, the School
District is divided into two kinds of activities:

Governmental Activities — All of the School District's programs and services are reported here
including, instruction, support services, operation and maintenance of plant facilities, pupil
transportation and extracurricular activities.

Business Type Activities — This service is provided on a charge for goods or services basis to recover
all the expenses of the goods and services provided. The Food Service enterprise fund is reported as
a business activity. Other Business Type Activities are school facilities, integrated Pre-K, Summer

Enrichment and After School.
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Reporting the School District’s Most Significant Funds

Fund Financial Statements

A fund is a group of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The District, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the
funds of the District can be divided into three categories: governmental funds, proprietary funds, and

fiduciary funds.
Governmental Funds

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

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

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

The District adopts an annual appropriated budget for its general fund, special revenue fund and debt
service fund. Budgetary comparison statements have been provided as required supplementary
information for the general fund, special revenue fund and debt service fund to demonstrate compliance
with this budget. The basic governmental fund financial statements can be found on pages 29-35 of this

report.
Proprietary Funds

The District maintains one proprietary fund type. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The District uses an
enterprise fund to account for the operations of its food service program, child care initiative, preschool
enrichment and outside organization use of facilities. The basic proprietary fund financial statements can

be found on pages 36-40 of this report.
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Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the governmental
entity. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the District's own programs.

The District uses agency funds to account for resources held for student activities and groups and payroil
related liabilities. The fiduciary fund financial statements can be found on pages 41-42 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
District-wide and fund financial statements. The notes to the financial statements can be found on pages
43-95 of this report.

Other Information

Combining fund statements can be found on pages 29-42 and schedules on pages 96-124 of this report.

The School District as a Whole

Recall that the Statement of Net Position provides the perspective of the School District as a whole. Net
position may serve over time as a useful indicator of government'’s financial position.

The District’s financial position is the product of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets and the
depreciation of capital assets.

The Statement of Net Position provides the financial perspective of the District as a whole. Table 1
provides a comparative summary of the School District's net position for 2019 and 2018.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
District’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the assets, deferred inflows and outflows and
liabilities of the District, with the difference between the four reported as net position. Over time, increases
or decreases in net position may serve as a useful indicator of whether the financial position of the District
is improving or deteriorating.

The statement of activities presents information showing how the net position of the District changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flow. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., earned but unused vacation leave). The Government-wide financial statements can be

found on pages 31-32 of this report.
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The Statement of Net Position provides the financial perspective of the District as a whole.

Table 1 provides a comparative summary of the School District's net position for 2019 and 2018,

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. In
the case of the District, assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $44,432,932 at the close of fiscal 2019. The following table provides a summary of net position
at June 30, 2019 and 2018 relating to the District's governmental and business-type activities:

Table 1 —~ Comparative Summary of Net Position

Governmental Activities Business-Type Activities Total School District
2018-2019 2017-2018 2018-2019 2017-2018 2018-2019 2017-2018
Assets
Current and other assets $ 49,686,191 $ 27,713517 $ 518305 $ 636,824 $ 50,204,496 $§ 28,350,341
Capital assets, net 146,260,174 113,907,668 233,340 279,168 146,493,514 114,186,836
Total Assets $ 195,946,365 $ 141621185 $ 751645 $ 915992 $ 196,698,010 $ 142,537,177
Deferred outflows of resources
Loss on Defeasance of Bonds $ 1,680,640 $ 2,089,764 $ 1680640 $ 2,089,764
Pension 8,024,480 9,238,053 8,024,480 9,238,053
Total Deferred outflows
of resources $ 9,705,120 $ 11,327,817 $ 9705120 § 11,327,817
Liabilities
Current and other liabilities $ 4,746,718 $ 43050985 $ 119679 % 81,832 $ 4,866,397 $ 4,386,927
Net pension liability 25,431,283 28,669,658 25,431,283 28,669,658
Long-term liabilities
outstanding 123,102,654 72,723,777 123,102,654 72,723,777
Total Liabilities $ 153,280,655 $ 105698530 § 119,679 3 81,832 $ 153,400,334 $ 105,780,362
Deferred inflow of resources
Pension $ 8,569,866 $ 5,871,038 $ 856986 $ 5871038
Net Position
Net investment in
capital assets $ 28,217,525 $ 46,810,376 $ 233340 § 279167 $ 28,450,865 $ 47,089,543
Restricted 45,216,162 22,340,628 45,216,162 22,340,628
Unrestricted (deficit) (29,632,721) (27,771,570) 398,626 554,993 (29,234,095) (27,216,577)
Total Net Position $ 43,800,966 $ 41379434 § 631,966 $ 834,160 $ 44,432,932 $ 42,213,594
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The District's combined net position were $44,432,932 on June 30, 2019. This is an increase of $2,219,338 or
5.25% from the prior year.

The largest portion of the District's net position is its net investment in capital assets (e.g., land, construction-
in-progress, buildings and improvements, and machinery, equipment and vehicles), less any related debt
(bonds payabie) used to acquire those assets that are still outstanding. The District uses these capital assets
to provide services to students; consequently, these assets are not available for future spending. Although the
District's investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources (namely, property taxes), since the capital
assets themselves cannot be used to liquidate these liabilities.

Capital assets, net increased from the prior year due to the amount of new additions associated with the
District’s capital projects having exceeded the amount of depreciation of capital assets in the current year.

Long-term liabilities decreased due to the scheduled payment of principal on debt.

Restricted net position increased mainly due to the net increase in the capital reserve and capital projects
accounts of $22,875,574 caused by bond issue proceeds for the new middle school.

Unrestricted net position decreased mainly due to a planned higher level of expenditures. General fund
encumbrances at June 30, 2019 totaled $199,913 as compared with $350,133 at June 30, 2018.

Encumbrances in the capital projects fund increased due to the award of a construction contract for the new
middle school $29,080,800 remain outstanding at June 30, 2019.
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Table 2 shows the comparative changes in net position from fiscal year 2019 and 2018.

Table 2 — Comparative Changes in Net Position

Governmental Activities

Business-Type Activities

Total School District

2018-2019 2017-2018 2018-2019 2017-2018 2018-2019 2017-2018
Revenues:
Program Revenues:
Charges for Services 3 150,672 $ 129,006 $ 1,777,189 § 2,032,451 $ 1927861 § 2,161,457
Operating Grants and Contributions 3,928,823 2,807,394 2,080,793 2,037,395 6,008,616 4,844,789
General Revenue:
Property Taxes 85,943,368 83,782,284 85,943,368 83,782,284
Federal and State Aid 46,999,919 51,474,481 46,999,919 51,474,481
Miscellaneous 1,406,564 715,577 1,406,564 715,577
Total Revenue 138,429,346 138,908,742 3,857,982 4,069,846 142,287,328 142,978,588
Expenses:
Instruction 77,846,002 77,684,530 77,846,002 77,684,530
Tuition 1,884,450 2,367,233 1,884,450 2,367,233
Student and Instruction
Related Services 23,322,315 20,656,200 23,322,315 20,656,200
School Administration 8,167,249 8,452,595 8,167,249 8,452,595
General Administration 3,433,380 3,152,880 3,433,380 3,152,880
Operation and Maintenance
of Facilities 12,675,934 13,191,633 12,675,934 13,191,633
Pupil Transportation 9,253,346 9,728,987 8,253,346 9,728,987
Interest on Debt 3,281,679 2,686,874 3,281,679 2,686,874
Charter Schools 3,601,674 2,293,492 3,601,674 2,293,492
Business Type Actives 4,060,177 4,021,263 4,060,177 4,021,263
Total Expenses 143,466,029 140,214,424 4,060,177 4,021,263 147,526,206 144,235,687
Special and Extraordinary ltems, Net 7,458,215 (176,796) (33,784) 7,458,215 (210,580)
Change in Net Position $ 2421532 $ (1,482,478) $ (202,195) $ 14,799 $ 2219337 § (1,467,679)
Net Position - beginning 41,379,434 42,861,912 834,160 819,361 42,213,594 43,681,273
Net Position - ending $ 43,800,966 $ 41,379,434 $ 63195 $ 834,160 $ 44432931 § 42,213,594
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General Fund Budgetary Highlights

The District budget is prepared according to New Jersey Statutes. The most significant budgeted fund is the
general fund. During the fiscal year, there were several differences between the original budget and the final
amended budget as a result of transfers being applied to certain line items. These transfers were made
between line items as part of the normal process as permitted by State guidelines. Readers should refer to
Section C of the financial report for comparisons between actual and budgeted amounts.

Described on the next page are explanations for variations in revenues and expenditures for certain lines
where the modified budgeted amounts differ from the original budget by significant amounts. All other
fluctuations were considered immaterial and no explanations were deemed required.

Expenditures

+« The modified budget for regular programs — instruction increased from the original budget by $721,823
or 2.61% as a result of an increase in purchased educational services.

e The modified budget for special program were increased from the original by budget $186,405 or
2.04% as a result of additional costs for special education.

+ Total modified budget for instructional programs was increased $1,237,573 or 2.85% caused by
additional needs for regular programs undistributed.

» The modified budget for student transportation services decreased from the original budget by
$395,422 or 7.66% primarily as a result of additional cost for special education — transportation.

» Total modified budget for undistributed expenditures increased $645,788 or 6.82%, most of which was
caused by additional support needs for special education students.

o Total modified budget for current expense increased $1,883,361 or 1.99%, most of which was funded
by additional state aid.

o The modified budget for facilities acquisition and construction services exceeded the original budget by

$1,248,229 or 78.8% most as a result of an increase of state aid which was transferred to the debt
service fund in the amount of $500,000.
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Described below are explanations for variations in revenues and expenditures for certain lines where the
modified budgeted amounts differ from the actual by significant amounts. All other fluctuations were
considered immaterial and no explanations were deemed required.

Revenues

e Actual miscellaneous revenue was in excess of the modified budgeted amount by approximately
$550,797 or 221.65% as a result mostly of a refund of E-Rate Funds and Tuition.

+ State aid increased $3,500,000 from the original budget due to an increase in the state aid caused
by a reevaluation and reallocation of the statewide distribution.

Expenditures
« The actual amount expended regular programs ~ instruction were less than the final budget by
$3,807 or .0088% as a result mostly of planned expenditures for special education and regular
programs undistributed.

e The actual amounts for expended for undistributed expenditures in total net of on-behalf payments
were $19,541,191 or 99.50% of the budget.
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Governmental Activities

The unique nature of property taxes in New Jersey creates the legal requirement to annually seek voter
approval for the School District operations. Property taxes of $85,943,368 made up 62.08% of revenue for
governmental activities for the North Brunswick School District for fiscal year 2019. Federal, state and
local grants of $46,999,919 accounted for another 33.95% of revenue. The District's total revenues were
$138,429,346 for the year ended June 30, 2019.

Revenue for Fiscal Year 2019

Créanggs for Other Operating
emcoes Grants and
0.12% Contributions

2.84%

Grants and
Entitlements
33.95% Property Tax
62.08%
Expenses for Fiscal Year 2019
The total cost of all programs and services was $143,466,029.
Other
Plant Administration School
Operations & 2.39% Administration
Maintenance of 5.69%
Facilities
8.89%
Pupil
Transportatic
Pupil and 6.45%
Instructional
Staff & Tuition
17.57% Debt Servic
2.24%
Charter School -
2.61% Instruction
nA 2R0/.
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Business-Type Activities
Food Service

« Revenues for the District's business-type activities for the food service program are comprised
of charges for services and federal and state reimbursements.

e Food service expenditures exceeded revenues by $110,047.

« Charges for services represent $1,323,832 or 38.88% of revenue. This represents amounts
paid by patrons for daily food service, as well as special functions.

¢ Federal and state reimbursement for meals, including payments for free and reduced priced
lunches and donated commodities was $2,080,793 or 61.12% of revenue.

School Facilities

s Revenues for the District's business-type activities for the school facilities program are
comprised of charges for use of District’s facilities.

¢ School facilities expenditures exceeded revenue by $95,081.

Integrated Pre-K/Summer Enrichment

¢ Revenues for the District’'s business-type activities for the integrated pre-K/summer program
are comprised of charges for pre-K/summer services.

s Integrated pre-k/summer revenue exceeded expenditures by $3,884.

After-School

o After-School expenditures exceeded revenue by $951 which was absorbed by the integrated
Pre-K/Summer Enroliment program.
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Governmental Activities

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

Table 3 - Comparative Statement of Activities

Total Cost of Services Net Cost of Services

2018-2019 2017-2018 % Change 2018-2019 2017-2018 % Change
Regular Instruction $ 47,362,218 $ 49,104,993 -3.55% $ 47,362,218 $ 49,104,993 -3.55%
Special Education 21,376,879 19,775,812 8.10% 19,155,498 17,687,657 8.30%
Other Special Education 6,614,351 6,290,261 5.15% 6,614,351 6,290,261 5.15%
Other Instruction 2,492 554 2,513,464 -0.83% 2,492,554 2,513,464 -0.83%
Tuition 1,884,450 2,367,233 -20.39% 1,884,450 2,367,233 -20.39%
Student and Instruction

Related Services 23,322,315 20,656,200 12.91% 21,809,771 19,947,314 9.34%
General and Business '

Administrative Services 3,433,380 3,152,880 8.90% 3,433,380 3,152,880 8.90%
School Administrative Services 8,167,249 8,452,595 -3.38% 8,167,249 8,452,595 -3.38%
Plant Operations and

Maintenance 12,675,934 13,191,633 -3.91% 12,675,934 13,191,633 -3.91%
Pupil Transportation 9,253,346 9,728,987 -4.89% 9,102,674 9,599,981 -5.18%
Charter Schools 3,601,674 2,293,492 57.04% 3,601,674 2,293,492 57.04%
Interest and Fiscal Charges 3,281,679 2,686,874 22.14% 3,086,781 2,676,521 15.33%

Total Expenses $ 143,466,029 $ 140,214,424 2.32% $ 139,386,534 $ 137,278,024 1.54%
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Regular instruction expenses include activities directly dealing with the teaching of pupils and the
interaction between teacher and student, including extracurricular activities.

Pupils and instructional staff include the activities involved with assisting staff with the content and process
of teaching to students, including curriculum and staff development.

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

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

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

Interest on debt involves the transactions associated with the payment of interest and other related
charges to debt of the School district.

The School District’s Funds

All governmental funds (i.e., general fund, special revenue fund, capital projects fund and debt service
fund presented in the fund-based statements) are accounted for using the modified accrual basis of
accounting. Total revenues amounted to $126,780,220 and expenditures exclusive of the capital projects

fund $128,406,672.

As demonstrated by the various statements and schedules included in the financial section of this report,
the District continues to meet its responsibility for sound financial management. The following schedules
present a comparative summary of the revenues of the general fund, special revenue fund and debt
service fund for the fiscal years ended June 30, 2019 and June 30, 2018, and the amount of increase and
decreases in relation to prior year revenues.

Comparative Summary of Revenues

Increase/
2018-2019 2017-2018 (Decrease)
Percent Percent from 2017-2018
Revenue Amount of Total Amount of Total t0 2018-2019
Local Sources $ 87,672,243 69.15% $ 84,747,583 72.89% 3 2,924,660
State Sources 36,288,627 28.62% 28,692,074 24.68% 7,596,553
Federal Sources 2,819,350 2.21% 2,826,985 2.43% (7,635)

$ 126,780,220 100.00% $ 116,266,642 100.00%  § 10,513,578

~25-



NORTH BRUNSWICK TOWNSHIP PUBLIC SCHOOLS

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

UNAUDITED - (CONTINUED)

Local revenues increased by $2,924,660. The increase in local revenue was due to an increase in the tax
levy for 2018-2019, of $1,338,321 offset by a decrease in miscellaneous revenues.

Federal source revenues decreased slightly by $7,635.

State sources revenue increased $7,596,553 due mostly to an increase in on-behalf pension payments
and offset with an increase in other state aid in the General Fund.

The following schedule presents a comparative summary of general fund, special revenue fund and debt
service fund expenditures for the fiscal years ended June 30, 2019 and June 30, 2018, and the increases

and decreases in relation to prior year amounts.

Expenditures

Current Expense:

Instruction
Undistributed
Expenditures
Capital Outlay
Charter School
Debt Service:
Principal
Interest

Comparative Summary of Expenditures

Increase/
2018-2019 2017-2018 (Decrease)
Percent Percent from 2017-2018
Amount of Total Amount of Total to 2018-2019

45,465,607 3542% $ 43,001,445 36.83% § 2,464,162

69,387,024 54.04% 64,683,404 55.40% 4,703,620
2,243,458 1.75% 1,412,344 1.21% 831,115
3,601,674 2.80% 2,293,492 1.96% 1,308,182
4,850,000 3.78% 3,875,000 3.32% 975,000
2,858,908 2.23% 1,501,600 1.29% 1,357,308

$ 128,406,672 100.00% $ 116,767,285 100.00% $ 11,639,387

Changes in expenditures were the results of varying factors. Current expense increased due to increased
personnel and benefits costs, additional students and capital projects.
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NORTH BRUNSWICK TOWNSHIP PUBLIC SCHOOLS

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

UNAUDITED — (CONTINUED)

General Fund Budgeting Highlights

The School District’s budget is prepared in accordance with New Jersey Law, and is based on accounting
for certain transactions on a cash basis of receipts, disbursements and encumbrances. The most
significant fund is the General Fund.

Over the course of the year, the District revised via transfer the annual operating budget several times.
Revisions in the budget were made to recognize revenues that were not anticipated and to prevent over-
expenditures in specific line item accounts.

Capital Assets

At the end of the fiscal year 2019, the School District had $211,018,299 invested in land, buildings,
furniture and equipment and vehicles. Table 4 shows fiscal 2019 balances compared fo 2018.

Table 4 - Capital Assets (Net of Depreciation) at June 30

Governmental Activities Business-Type Activities Total School District
2018-2019 2017-2018 2018-2019 2017-2018 2018-2019 2017-2018

Land 3 10,865,232 $ 10,865,232 $ 10,865,232 $ 10,865,232
Construction

in Progress 38,045,819 5,340,929 38,045,819 5,340,929
Building and Building

Improvements 94,379,835 94,872,894 94,379,835 94,872,894
Machinery and

Equipment 2,969,288 2828613 ¢ § 233,340 $ 279,168 3,202,628 3,107,781

Total Capital

Assets - Net of

Depreciations $ 146,260,174 $ 113,907,668 § 233,340 $ 279,168 $ 146,493,514 $ 114,186,836

Refer to Notes to Financial Statements (Note 6) for more detailed information.
Overall Governmental Activities capital assets increased by $35,913,606 from fiscal year 2018 to fiscal

year 2019. The increase in capital assets is due to the acquisition of land and construction in progress as
a result of a voter approved referendum to construct a new middle school in excess of annual depreciation.

=27 -



NORTH BRUNSWICK TOWNSHIP PUBLIC SCHOOLS

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

UNAUDITED ~ (CONTINUED)

Debt Administration
At the end of the fiscal year 2019, the School District had noncurrent outstanding debt as follows:

Table 5 —~ Debt Administration

June 30,
2019 2018
Compensated Absences $ 3,379,365 $ 3,536,721
Capital Leases 13,500,000
Serial Bonds 105,048,000 67,550,000
Totals $ 121,927,365 3 71,086,721

Refer to Notes to Financial Statements (Note 7) for more detailed information.

For the Future

The school district is proud of the support that the community has demonstrated throughout the past year.
in December 2016, the community approved a $77.4 million referendum to address the district's
overcrowded schools. A new 7th and 8th grade middle school will be built as well as renovation to the
current Linwood Middie School. The construction project will allow the district to move its Early Childhood
Center from a leased school in Milltown back to a renovation section of Linwood. The board is seeking
relief for its current overcrowded schools as well as the flexibility of meeting the projected increases in
enrollment due to the approved Transit Village that is currently being built on the former Johnson &

Johnson property.

State Aid and Charter Schools are other areas of concerns. The district is substantially underfunded
according to the School Funding Reform Act (SFRA) formula and is spending below the adequacy amount
determined by the New Jersey Department of Education. Charter Schools have tripled their enroliment by
recruiting selective students to fill out their rosters. This expense has had a detrimental impact on the

district's budget.

The North Brunswick Township School District has committed itself to financial excelience for many years.
The district systems for financial planning, budgeting, and internal financial controls are well tested and
highly regarded. The school district is unwavering in its practice of sound fiscal management to meet the

challenges of the future.
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NORTH BRUNSWICK TOWNSHIP PUBLIC SCHOOLS

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

UNAUDITED - (CONTINUED)

Contacting the School District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the School District's finances and to show the School District's accountability for the money it
receives. Questions regarding this report or if additional information is needed, kindly contact the School
Business Administrator's Office at the North Brunswick Township School District, P.O. Box 6016, North
Brunswick Township, NJ 08902,

Respectfully submitted,

Dr. Brian Zychowski Dr. Brian Palkowski

Superintendent of Schools interim Schodl Business Administrator
Rosa Hock

Assistant to Business Administrator
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BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
STATEMENT OF NET POSITION
JUNE 30, 2019

Exhibit A-1

Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Cash Equivalents $ 193,729 126,406 320,135
Receivables - Net 3,415,725 215,770 3,631,495
Inventory 109,472 109,472
Restricted Assets:

Cash and Cash Equivalents 46,076,737 46,076,737
Capital Assets, Net 146,260,174 233,340 146,493,514
Total Assets 3 195,946,365 $ 684,988 196,631,353

DEFERRED OUTFLOWS OF RESOURCES

Loss on Defeasance of Debt $ 1,680,640 1,680,640

Pension 8,024,480 8,024,480
$ 9,705,120 9,705,120

LIABILITIES

Accounts Payable $ 22132258 % 260 2,213,485

Other Current Liabilities 40,156 40,156

Intergovernmental Accounts Payable 9,907 9,907

Unearned Revenue 888,109 52,762 940,871

Accrued Interest 1,595,321 1,595,321

Net Pension Liability 25,431,283 25,431,283

Noncurrent Debt:

Due Within One Year 5,644,703 5,644,703

Due Beyond One Year 117,457,951 117,457,951
Total Liabilities $ 153,280655 $ 53,022 153,333,677

DEFERRED INFLOWS OF RESQURCES
Pension $ 8,569,866 8,569,866
NET POSITION
Invested in Capital Assets $ 28,217,525  § 233,340 28,450,865
Restricted:

Capital Projects Fund 42,238,208 42,238,208

Capital Reserve 2,977,954 2,977,954
Unrestricted (Deficit) (29,632,721) 398,626 (29,234,095)
Total Net Position $ 43,800,966 $ 631,966 44,432,932

See accompanying notes to financial statements.
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Functions/Programs

Governmental Activities;
Instruction:
Regutar
Special Education
Other Special Education
Other Instruction
Support Services:
Tuition

Student and [nstruction Related Services

General Administrative Services
School Administrative Services
Plant Operations and Maintenance
Pupil Transportation

Charter Schools

Interest on Long Term Debt

Total Governmental Activities
Business-Type Activities:
Food Service
Schoot Facilities
Integrated Pre-K/Summer Enrichment
After School

Total Business-Type Activities

Total Primary Government

BOARD OF EDUCATION

NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT

COUNTY OF MIDDLESEX

STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Program Revenues

Exhibit A-2

Net (Expense) Revenue and Change in Net Position

Operating
Charges for Grants and Governmental Business-Type
Expenses Services Contributions Activities Activities Total
$ 47,362,218 $ (47,362,218} $ (47,362,218)
21,376,879 2,221,381 (19,155,498) (19,155,498)
6,614,351 (6,614,351) (6,614,351)
2,492,554 (2,492,554) (2,492,554)
1,884,450 (1,884,450) (1,884,450)
23,322,315 1,512,544 (21,809,771) (21,809,771)
3,433,380 (3,433,380) (3,433,380)
8,167,249 (8,167,249) (8,167,249)
12,675,834 (12,675,934) (12,675,934)
9,253,346 $ 150,672 (9,102,674) (9,102,674)
3,601,674 (3,601,674) (3,601,674)
3,281,679 194,898 (3,086,781) (3,086,781)
$ 143,466,028 3 150,672 3,928,823 $ _ (139,386,534) $  (139,388,534)
$ 3,514,672 § 1,323,832 2,080,794 3 (110,046) § (110,046)
348,591 253,510 (95,081) (95,081)
168,838 172,722 3,884 3,884
28,076 27,125 (951) (951)
$ 4,060,177 3 1,777,189 2,080,784 $ (202,184) $ (202,194)
$ 147,526,206 $ 1,927,861 6,009,617 % (139,386,534) $ (202,194) $ (139,588,728)
General Revenues
Property Taxes Levied for:
General Purposes $ 79,754,358 $ 79,754,358
Debt Service 6,189,010 6,189,010
Federal and State Aid Not Restricted 46,999,919 46,999,919
Interest on Investmenis 607,267 607,267
Miscellaneous income 799,297 799,297
Total General Revenues $ 134,349,851 3 134,349,851
Excess (Deficit) of Revenue over Expenditures (5,036,683) (202,194) (5,238,877)
Special and Extraordinary ltems 7,458,215 7,458,215
Change in Net Position $ 2,421,532 8 (202,194) $ 2,219,338
Net Position - Beginning As Adjusted 41,379,434 834,160 42,213,594
Net Position - Ending 3 43,800,966 $ 631,966 3 44,432,932

See accompanying notes to financial statements.
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ASSETS

Cash and Cash Equivalents

Cash with Fiscal Agents
Intergovernmental Accounts Receivable
Interfunds Receivable

Other Receivables

Restricted Cash and Cash Equivalents

Total Assets

LIABILITIES AND FUND BALANCE

Liabilities:
Cash Overdraft
Accounts Payable
Other Current Liabilities
Intergovernmental Accounts Payable
Interfunds Payable
Unearned Revenue

Total Liabilities

Fund Balances
Restricted:
Capital Reserve Account
Maintenance Reserve
Debt Service
Capital Projects
Committed for Year end Encumbrances
Special Revenue Fund (Deficit)
Unassigned

Total Fund Balances

Total Liabilities and Fund Balance

Exhibit B-1

BOARD OF EDUCATION Page 10f2
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2019
Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund Funds

$ 131,602 $ 669,940 801,542
43,098,783 43,098,783

2,134,110 3 873,162 3,007,272

541,611 541,611

408,453 408,453

2,977,954 2,977,954

$ 5,652,119 $ 873,162 43,098,783 $ 1,211,551 50,835,615

$ 513,227 94,586 607,813

$ 506,630 237,614 211,273 955,517
40,156 40,156

9,907 9,907

541,611 541,611

512,000 203,246 172,863 888,109

$ 1,018,630 $ 963,994 1,060,488 3,043,112
$ 2,977,954 2,977,954
1,250,000 1,250,000

$ 1,211,551 1,211,551

12,957,495 12,857,495

189,913 29,080,800 29,280,713
$ (90,832) (90,832)

205,622 205,622

$ 4,633,489 (90,832) 42,038,295 $ 1,211,551 47,792,503

$ 5,652,119 $ 873,162 43,098,783 § 1,211,551 50,835,615

See accompanying notes to financial statements




_88_

BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
BALANCE SHEET
GOVERNMENTAL FUNDS {CONTINUED)
JUNE 30, 2019

Total Fund Balances above

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

governmental funds. The cost of capital assets is $210,039,534 and the accumulated depreciation is $63,779,360.
(see Note 5)

Deferred loss on defeasance of debt, unamortized (see Note 7D)

Noncurrent liabilities, including bonds, loans, leases payable and compensated absence are not due and payable in the
current period and therefore are not reported as liabilities in the funds. (see Note 7)

Certain liabilities are not due and payable in the current period, and therefore are not reported in the funds:
Accrued Interest Payable

(Accrued interest is a current liability that will be paid from the debt service fund.
Therefore, the liability reduces the restricted for debt service net asset balance.)
Accrued Pension Liability
(Accrued pension is a current liability that will be paid from the general fund, attributed to the fiscal

year ending June 30th, 2018, however will be raised in the budget for the fiscal year ending
June 30th, 2019)

Net pension liability is not due and payable in the current period and therefore is not reported as a liability in the funds.
(See Note 9)

Net position of governmental activities (A-1)

See accompanying notes to financial statements

Exhibit B-1
Page 2 of 2

Total
Governmental
Funds

$ 47,792,503

146,260,174

1,680,641

(123,102,654)

(1,595,321)

(1,257,708)

(25,976,669)

$ 43,800,966
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Exhibit B-2
BOARD OF EDUCATION Sheet 1 of 2
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Special Capital Debt Total
General Revenue Projects Service Governmental
Fund Fund Fund Fund _ Funds
REVENUES
Local sources:
Local tax levy $ 79,754,358 $ 6,189,010 $§ 85,943,368
Transportation Fees 150,672 150,672
Interest on Investments $ 607,267 607,267
Miscellaneous 799,297 $ 171,639 970,936
Total - Local Sources $ 80,704,327 $ 171639 $ 607,267 $ 6,189,010 $ 87,672,243
State Sources 35,220,205 873,524 194,898 36,288,627
Federal Sources 221,420 2,597,930 2,819,350
Total Revenues $ 116,145952 $ 3,643,093 $ 607,267 $ 6,383,908 $ 126,780,220
EXPENDITURES
Current:
Regular Instruction $ 28,474,219 $ 28,474,219
Special Education Instruction 9294926 $ 2,221,381 11,516,307
Other Special Instruction 3,976,555 3,976,555
Other Instruction 1,498,526 1,498,526
Support Services and Undistributed Costs:
Tuition 1,884,450 1,884,450
Student and Instruction Related Services 11,599,515 1,512,544 13,112,059
Other Adminisirative Services 2,064,152 2,064,152
School Administrative Services 4,910,159 4,910,159
Plant Operations and Maintenance 7,620,786 7,620,786
Pupil Transportation 5,563,122 5,563,122
Employee Benefits 34,232,296 34,232,296
Transfer to Charter Schools 3,601,674 3,601,674
Debt Service:
Principal $ 4,850,000 4,850,000
Interest 2,858,908 2,858,908
Capital Outlay 2,243,459 $ 32,704,890 34,948,349
Total Expenditures $ 116963839 % 3,733,925 $§ 32704890 % 7,708,908 $ 161,111,562

See accompanying notes to financial statements
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

Excess/(Deficiency) of Revenues
Over/(Under) Expenditures

Other Financing Sources/(Uses):
Transfer In/(Out)
Transfer to/(from) Capital Outlay
Transfer to/(from) Capital Projects

Lease Proceeds
Bond Proceeds

Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balance - July 1

Fund Balance - June 30

BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX

GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Special Capital
General Revenue Projects
Fund Fund Fund

Debt

Service
Fund

Exhibit B-2
Sheet 2 of 2

Total

Governmental
Funds

$ (817,887) $ (90,832) $ (32,097,623) $_ (1,325,000) $  (34,331,342)
(500,000) 500,000
(542,611) 542,611

13,500,000 13,500,000

42,348,000 42,348,000

(500,000) 55,305,389 1,042,611 55,848,000

$ (1,317.887) $ (90,832) $ 23,207,766 $ (282,389) $ 21,516,658

5,951,377 18,829,519 1,493,940 26,274,836

$ 4633490 $ (90,832) $ 42037285 $ 1211551 $ 47,791,494

See accompanying notes to financial statements



Exhibit B-3

BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES
AND CHANGE IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2019

Total Net Change in Fund Balance - Governmental Funds (from B-2) $ 21,516,658

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 depreciated expense. This is the amount by which capital outlays exceeded
depreciation in the period.

Capital outlay $ 34,948,349
Loss on retirement of capital assets (100,009)
Other Contributions 1,732,847
Depreciation expense (4,228,681.00) 32,352,506

Proceeds from debt issues are a financing source in the governmental funds.
They are not revenue in the statement activities; issuing debt increases
noncurrent liabilities in the statement of net position.

Proceeds of bonds (42,348,000)
Capital leases, current year proceeds (13,500,000) (55,848,000)

Governmental funds report the effect of premiums and similar items when the debt is first
issued, whereas the amounts are deferred and amortized in the statement of activities.
This represents the following related to the premiums on bonds.

Amortization of premium 461,800

Governmental funds report the effect of defeasances and similar items when the debt is
first issued, whereas the amounts are deferred and amortized in the statement of
activities. This represents the following related to the deferred loss of refunding.
Amortization of deferred loss (409,124)

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. 4,850,000

In the statement of activities, interest on noncurrent debt is accrued, regardless of when
due. In the governmental funds, interest is reported when due. The increase in accrued
interest is a deduction in the reconciliation. 13,647

Extraordinary income related to adjustment for prior year construction in progress
related to bond proceeds 1,231,390

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. 157,356

Net pension obligation related to PERS which is attributable to June 30, 2018 (the
measurement date ) not reported in governmental funds; however, it is reported in the

statement of activities. (1,904,701)
Change in Net Position of Governmental Activities (A-2) $ 2,421,532

See accompanying notes to financial statements
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ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable:
State
Federal
Other
Inventories

Total current assets

Noncurrent assets:
Furniture, machinery and equipment
Less: accumulated depreciation

Total noncurrent assets

Total assets
LIABILITIES
Current liabilities:
Cash Overdraft
Accounts payable
Unearned Revenue
Total liabilities

NET POSITION

Net investment in capital assets
Unrestricted

Total net position

BOARD OF EDUCATION

NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX

PROPRIETARY FUNDS - ENTERPRISE FUND

STATEMENT OF NET POSITION
JUNE 30, 2019

Integrated
School Pre-K/Summer Total
Food Service Facilities Enrichment Enterprise
3 51,423 $ 141,640 193,063
$ 2,493 2,493
146,019 146,019
46,330 20,928 67,258
109,472 109,472
$ 304,314 $ 72,351 $ 141,640 518,305
$ 627,182 $ 211,796 $ 139,787 978,765
606,240 53,112 86,073 745,425
$ 20,942 $ 158,684 $ 53,714 233,340
$ 325,256 3 231,035 $ 195,354 751,645
$ 66,657 66,657
$ 260 260
26,862 25,900 52,762
$ 93,519 $ 26,160 119,679
$ 20,942 $ 158,684 $ 53,714 233,340
210,795 72,351 115,480 398,626
$ 231,737 3 231,035 $ 169,194 631,966

See accompanying notes to financial statements
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Exhibit B-5

BOARD OF EDUCATION Sheet 10f2
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
PROPRIETARY FUND - ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGE IN FUND NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2019
Business-Type Activities
Enterprise Fund
Integrated
School Pre-K/Summer Total
Food Service Facilities Enrichment/ After School Enterprise
OPERATING REVENUES
Local Sources:

Daily sales - reimbursable programs:
School lunch program $ 661,164 $ 661,164
School breakfast program 23,400 23,400
School after school snack program 19,739 19,739
Daily sales - non-reimbursable programs 619,529 619,529
Tuition and services $ 253,510 $ 172,722 $ 27,125 453,357
Total operating revenues $ 1,323,832 $ 253510 $ 172,722 $ 27,125  $ 1,777,189

OPERATING EXPENSES

Cost of sales - reimbursable programs $ 1,232,695 $ 1,232,695
Cost of sales - non-reimbursable programs 297,843 297,843
Salaries 1,091,526 $ 321,280 $ 30354 $ 28,076 1,471,236
Employee benefits 296,183 296,183
Insurance 105,327 105,327
Utilities 180,000 1,958 181,958
General Supplies 112 112
Depreciation 6,868 27,311 11,649 45,828
Management Fee 198,515 198,515
Other 105,715 124,765 230,480
Total operating expenses $ 3,514,672 $ 348,591 $ 168,838 $ 28,076 $ 4,060,177
Operating income/(loss) $ (2,190,840) $ (95,081) % 3884 § (951) $ (2,282,988)

See accompanying notes to financial statements
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NONOPERATING REVENUES

State sources:
State school lunch program
Federal sources:
National school lunch program
National breakfast program
School snack program
Food distribution program

Total nonoperating revenues
Income/(loss) before contributions and transfers

Operating transfers:
Intra fund - operating transfer in/(out)

Change in net position

Total net position - beginning

Exhibit B-5

BOARD OF EDUCATION Sheet 2 of 2
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT

COUNTY OF MIDDLESEX

PROPRIETARY FUND - ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGE IN FUND NET POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2019
Business-Type Activities
Enterprise Fund
Integrated
School Pre-K/Summer Total
Food Service Facilities Enrichment/ After School Enterprise
$ 31,992 $ 31,992
1,293,193 1,293,193
504,390 504,390
11,779 11,779

239,439 239,439
$ 2,080,793 $ 2,080,793
$ (110,047) 3 (95,081) $ 3,884 $ 951) $ (202,195)

(951) 951

$ (110,047) % (95,081) § 2,933 $ (202,195)

341,784 326,116 166,261 834,161
$ 231737 % 231035 $ 169,194 $ 631,966

Total net position - ending

See accompanying notes to financial statements
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Cash Flows from Operating Activities
Receipts from Customers
Payments to Employees
Payments for Employee Benefits
Payments to Suppliers
Payment for Management Fee

Net Cash Provided by/(Used for) Operating Activities

Cash Flows from Noncapital Financing Activities
State Sources
Federal Sources
Operating Transfers to Other Funds - Intrafunds

Net Cash Provided by/(Used for) Noncapital Financing Activities
Net Increase/(Decrease) in Cash and Cash Equivalents

Balances - Beginning of Year

Exhibit B-6

Sheet 1 of 2
BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
PROPRIETARY FUNDS - ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019
Business-Type Activities
Enterprise Fund
Integrated
School Pre-K/Summer After Total
Food Service Facilities Enrichment/ School Enterprise

$ 1,306,508 § 262582 % 142,652 $ 27,125 $ 1,738,867
(1,091,526) (321,280) (30,354) (28,076) (1,471,236)

(296,183) (296,183)

(1,926,964) (127,211) (2,054,175)

(198,515) (198,515)

$ (2,206,680) $ (58,698) $ (14,913) % (951) § (2,281,242)

$ 31,955 $ 31,955
2,039,953 2,039,953

$ (951) $ 951

$ 2,071,908 $ (951) % 951 $ 2,071,908

$ (134,772) % (58,698) $ (15,864) $ (209,334)

68,134 110,121 157,504 335,759

$ (66,638) $ 51,423 § 141,640 $ 126,425

Balances/(Overdraft) - End of Year

See accompanying notes to financial statements
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Reconciliation of Operating Income/(L.oss) to Net Cash
Provided/(Used) by Operating Activities
Operating Gain/(Loss)

Adjustments to Reconcile Operating Loss to Cash
Provided/(Used) by Operating Activities:

Depreciation

Change in Assets and Liabilities:
(increase)/Decrease in Accounts Receivable
(Increase) in Inventories
Increase in Accounts Payable
Increase/(Decrease) in Unearned Revenue

Total Adjustments

Net Cash Provided by/(Used for) by Operating Activities

Exhibit B-6

Sheet 2 of 2
BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
PROPRIETARY FUNDS - ENTERPRISE FUND
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2019
Business-Type Activities
Enterprise Fund
Integrated
School Pre-K/Summer After Total
Food Service Facilities Enrichment/ School Enterprise

$ (2,190,840) § (95,081) $ 3,884 % (951) (2,282,988)
$ 6,868 $ 27311 $ 11,649 45,828
(18,960) 9,072 (9,888)
(5,384) (5,384)
(376) (376)
1,636 (30,070) (28,434)
$ (15,840) $ 36,383 $ (18,797) 1,746
$ (2,206,680) $ (58,698) $ (14,913) $ (951) (2,281,242)

See accompanying notes to financial statements
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Exhibit B-7

BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
FIDUCIARY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2019

Total
Trust Agency Fiduciary
Funds _Fund Funds
ASSETS
Cash and Cash Equivalents 3 47,077 % 465411 $ 512,488
Total Assets $ 47077 % 465411 % 512,488
LIABILITIES
Payable to Student Groups $ 340,405 $ 340,405
Payroll Deductions and Withholdings 125,006 125,006
Total Liabilities 3 465411 § 465,411
NET POSITION
Reserve for Scholarships 3 47,077 $ 47,077
Total Net Position $ 47,077 $ 47,077

See accompanying notes to financial statements
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Exhibit B-8

BOARD OF EDUCATION
NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
COUNTY OF MIDDLESEX
COMBINING STATEMENT OF CHANGES IN NET POSITION
FIDUCIARY FUNDS
JUNE 30, 2019

Total
Fiduciary Funds
Scholarship
Trust Fund
ADDITIONS
Contributions:
Donations $ 2,667
Total Additions $ 2,667
DEDUCTIONS
Scholarships Awarded $ 4,781
Total Deductions $ 4,781
Change in Net Position $ (2,114)
Total Net Position - Beginning of the Year $ 49,191
Total Net Position - Ending of the Year $ 47,077

See accompanying notes to financial statements
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NOTES TO THE FINANCIAL STATEMENTS



1.

NORTH BRUNSWICK TOWNSHIP SCHOOL. DISTRICT
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

DESCRIPTION OF THE SCHOOL DISTRICT AND REPORTING ENTITY

The North Brunswick Township School District (the “District’) is a Type 1l district located in the County
of Middlesex, State of New Jersey. As a Type Il district, the District functions independently through
a Board of Education (the “Board”). The Board is comprised of nine (9) members elected to three (3)
year terms. The purpose of the District is to educate students in grades pre-K-12. The District had
an approximate enroliment at June 30, 2019 of 6,211 students.

A reporting entity is comprised of the primary government, component units and other organizations
that are included to insure that the financial statements of the District are not misleading. The primary
government consists of all funds, departments, boards and agencies that are not legally separate
from the District. For the District, this includes general operations, food service and student related
activities of the District.

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

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

= the District holds the corporate powers of the organization

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

= the District is able to impose its will on the organization

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

Based on the aforementioned criteria, the District has no component units.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the District have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The most significant of the
District’'s accounting policies are described below.

A. Basis of Presentation

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

1. Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the
District as a whole. These statements include the financial activities of the primary
government, except for fiduciary funds.
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Basis of Presentation (Continued)

1.

Government-Wide Financial Statements (Continued)

The statement of net position presents the financial condition of the governmental activities of
the District at year-end. The statement of activities presents a comparison between direct
expenses and program revenues for each program or function of the District's governmental
activities. Direct expenses are those that are specifically associated with a service, program
or department and therefore clearly identifiable to a particular function. Program revenues
include charges paid by the recipient of the goods or services offered by the program, grants
and contributions that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues are presented as
general revenues of the District, with certain limited exceptions. The comparison of direct
expenses with program revenues identifies the extent to which each governmental function is
self-financing or draws from the general revenues of the District.

Fund Financial Statements

During the year, the District segregates transactions related to certain District functions or
activities in separate funds in order to aid financial management and to demonstrate legal

compliance.

Fund financial statements are designed to present financial information of the District at this
more detailed level. The focus of governmental fund financial statements is on major funds.
Each major fund is presented in a separate column.

B. Fund Accounting

The District uses funds to maintain its financial records during the fiscal year. A fund is defined
as a fiscal and accounting entity with a self-balancing set of accounts.

1.

Governmental Funds

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

General Fund —~ The General Fund is the general operating fund of the District. It is used
to account for all financial resources except those required to be accounted for in another
fund. Included are certain expenditures for vehicles and movable instructional or
noninstructional equipment that are classified in the Capital Outlay subfund.
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Fund Accounting (Continued)

1. Governmental Funds (Continued)

General Fund (Continued)

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

Resources for budgeted capital outlay purposes are normally derived from State of New
Jersey Aid, district taxes and appropriated fund balance. Expenditures are those that
result in the acquisition of or additions to fixed assets for land, existing buildings,
improvements of grounds, construction of buildings, additions to or remodeling of
buildings and the purchase of built-in equipment. These resources can be transferred
from and to Current Expense by board resolution.

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

Capital Projects Fund — The Capital Projects Fund is used to account for all financial
resources to be used for the acquisition or construction of major capital facilities (other
than those financed by Proprietary Funds). The financial resources are derived from
temporary notes or serial bonds that are specifically authorized by the voters as a
separate question on the ballot either during the annual election or at a special election.

Debt Service Fund — The Debt Service Fund is used to account for the accumulation of
resources for, and the payment of principal and interest on bonds issued to finance major
property acquisition, construction and improvement programs.

2. Proprietary Fund Type

The focus of Proprietary Fund measurement is upon determination of net income, financial
position and cash flows. The accounting principles generally accepted in the United States of
America applicable are those similar to businesses in the private sector. The following is a
description of the proprietary funds of the District:
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Fund Accounting (Continued)

2. Proprietary Fund Type (Continued)

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

The District’s Enterprise Fund is comprised of the foliowing:

Food Service: This fund provides for the cafeteria operation in all schools within the
school district.

Integrated Pre-K/Summer_Enrichment: This fund provides for the attendance of
regular education students within the preschool program and for the Summer
Enrichment program.

School Facilities: This fund provides for usage of school facilities within the school
district.

After School Enrichment: This fund provides for the After School Enrichment
program.

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

Depreciation of all exhaustive fixed assets used by proprietary funds is charged as an
expense against their operations. Accumulated depreciation is reported on proprietary
fund statement of net position. Depreciation has been provided over the estimated useful
lives using the straight-line method. The estimated useful lives of the equipment used in
the operations of the Enterprise Funds are approximately 10 years.
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Fund Accounting (Continued)

3. Fiduciary Funds

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

Private Purpose Scholarship Funds

Expendable Trust Fund - An Expendable Trust Fund is accounted for in essentially
the same manner as the governmental fund types, using the same measurement
focus and basis of accounting. Expendable Trust Funds account for assets where
both the principal and interest may be spent. The Expendable Trust Fund includes
the Unemployment Compensation Insurance Fund and Scholarship Funds.

Nonexpendable Trust Fund - A Nonexpendable Trust Fund is used to account for
assets held under the terms of a formal trust agreement, whereby the District is under
obligation to maintain the trust principal.

Agency Funds — Agency Funds are used to account for the assets that the District holds
on behalf of others as their agent. Agency Funds are custodial in nature and do not
involve measurement of results of operations. Agency Funds include payroil and student
activities funds.

C. Measurement Focus

-
.

Government-Wide Financial Statements

The government-wide financial statements are prepared using the economic resources
measurement focus. All assets and liabilities associated with the operation of the District are
included on the Statement on Net Position.

Fund Financial Statements

All governmental funds are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. The statement of revenues, expenditures and
changes in fund balances reports on the sources (i.e., revenues and other financing sources)
and uses (i.e., expenditures and other financing uses) of current financial resources. This
approach differs from the manner in which the governmental activities of the government-
wide financial statements are prepared. Governmental fund financial statements therefore
include a reconciliation with brief explanations to better identify the relationship between the
government-wide statements and the statements for governmental funds.
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus (Continued)

2. Fund Financial Statements (Continued)

All proprietary funds are accounted for on a flow of economic resources measurement focus.
With this measurement, all assets and all liabilities associated with the operation of these
funds are included on the statement of net position. Fund equity (i.e., net position) is
segregated into contributed capital and retained earnings components. Proprietary fund-type
operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in net
position.

Fiduciary funds are reported using the economic resources measurement focus.

D. Basis of Accounting

The modified accrual basis of accounting is used for measuring financial position and operating
results of all governmental fund types, expendable trust funds and agency funds. Under the
modified accrual basis of accounting, revenues are recognized when they become both
measurable and available. "Measurable” means the amount of the transaction can be determined
and “available” means collectible within the current period or soon enough thereafter to be used
to pay liabilities of the current period. State monies are recognized as revenue during the period
in which they are appropriated. A one-year availability period is used for revenue recognition for
all other governmental fund revenues. Expenditures are recognized in the accounting period in
which the fund liability is incurred, except for principal and interest on general noncurrent debt
which are recorded when due.

Ad Valorem (Property) Taxes are susceptible to accrual and under New Jersey State Statute a
municipality is required to remit to its school district the entire balance of taxes in the amount
voted upon or certified, prior to the end of the school year. The District records the entire
approved tax levy as revenue (accrued) at the start of the fiscal year, since the revenue is both
measurable and available. The District is entitled to receive moneys under the established
payment schedule and the unpaid amount is considered to be an “accounts receivable”.

The accrual basis of accounting is used for measuring financial position and operating results of
proprietary fund types and nonexpendable trust funds. Under this method, revenues are
recognized in the accounting period in which they are earned and expenses are recognized when
they are incurred.
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Budgets/Budgetary Control

Annual appropriated budgets are prepared in the winter of each year for the general, special
revenue, and debt service funds. The budgets are approved and voted on by the Board of
Education of the District, submitted to the County office for approval and if determined to be
within the allowable tax levy cap and within the allowable appropriation cap, become effective
upon the holding of a public hearing and final adoption by the District. In accordance with P.L.
2011, ¢.202, which became effective 17, 2012, the district elected to move the annual School
Board election to the date of the November general election thereby eliminating the vote on the
annual base budget. Budgets are prepared using the modified accrual basis of accounting,
except for the special revenue fund as described later. The legal level of budgetary control is
established at line item accounts within each fund. Line item accounts are defined as the lowest
(most specific) level of detail as established pursuant to the minimum chart of accounts
referenced in N.J.A.C. 6:20-2A 2(m)1. Transfers of appropriations may be made by School
Board resolution at any time during the fiscal year subject to the limitation of N.J.A.C 6A:23A-2.3
(et seq.). All budget amendments must be approved by School Board resolution and certain
others require approved by the County Superintendent of Schools. Budgetary transfers were
made during the current year in accordance with statutory guidelines. The amendments made by
the District were part of the normal course of operations.

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 accounting principles generally accepted in the United States
of America with the exception of the legally mandated revenue recognition of the last state aid
payment for budgetary purposes only and the special revenue fund as noted below.
Encumbrance accounting is also employed as an extension of formal budgetary integration in the
governmental fund types. Unencumbered appropriations lapse at fiscal year end.

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

The over-expenditures related to on-behalf payments in the general fund are due to the inclusion
of the non-budgeted on-behalf payments made by the State of New Jersey as District
expenditures. There amounts are offset by related revenues and as such do not represent
budgetary over-expenditures.

The following presents a reconciliation of the General Fund revenue and Special Revenue Fund
revenue from the budgetary basis of accounting as presented in the Combined Statement of
Revenues, Expenditures and Changes in Fund Balances - Budget and Actual - General, Special
Revenue and Debt Service Funds to the GAAP basis of accounting as presented in the
Combined Statement of Revenues, Expenditures and Changes in Fund Balances - All
Governmental Fund Types.
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NORTH BRUNSWICK TOWNSHIP SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2019

E. Budgets/Budgetary Control (Continued)

Explanation of Differences between Budgetary inflows and
Outflows and GAAP Revenues and Expenditures

Sources/Inflows of Resources:
Actual amounts (budgetary basis) "revenue" from the budgetary
comparison schedule

Difference - Budget to GAAP:
Grant accounting budgetary basis differs from GAAP in that
encumbrances are recognized as expenditures, and the related
revenue is recognized.
June 30, 2018
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